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PART I
ITEM 1. BUSINESS

OVERVIEW

Ryder System, Inc. (Ryder), a Florida corporatiogenized in 1955, is a global leader in transpimmsand
supply chain management solutions. Our businediziged into three business segments: Fleet Managem
Solutions (FMS), which provides full service leaginontract maintenance, contract-related maintsmand
commercial rental of trucks, tractors and traitersustomers principally in the U.S., Canada aredutK.; Supply
Chain Solutions (SCS), which provides comprehensiy@ly chain solutions including distribution and
transportation services throughout North Americd @nLatin America, Europe and Asia; and Dedicafetract
Carriage (DCC), which provides vehicles and driveespart of a dedicated transportation solutiaénU.S.

For financial information and other informationatéhg to each of our business segments see Item 7
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations” and Iltem S dFicial
Statements and Supplementary Data” of this report.

INDUSTRY AND OPERATIONS
Fleet Management Solutions

Over the last several years, many key trends haga beshaping the transportation industry, pagitythe
$61 billion U.S. private commercial fleet marketlahe $26 billion U.S. commercial fleet lease agwtal market.
Commercial vehicles have become more complicatgdiniag companies to spend a significant amouninoé and
money to keep up with new technology, diagnostetmoling and training. Because of increased denfiaind
convenience, speed and reliability, companiesdhet and manage their own fleet of vehicles havegpedater
emphasis on the quality of their preventive maiatere and safety programs. Finally, new regulatequirements
such as regulations covering diesel emissionsfadumber of off-duty rest hours a driver must t@iaurs of
service regulations) have placed additional adrivitise burdens on private fleet owners.

Through our FMS business, we provide our customérsflexible fleet solutions that are designedrtgprove
their competitive position by allowing them to f@con their core business, lower their costs anilaetttheir capite
to other parts of their business. Our FMS prodtfetrimg is comprised primarily of contractual-badad service
leasing and contract maintenance services. Weoéfisotransactional fleet solutions including, coenaial truck
rental, maintenance services, and value-addeddiggtort services such as insurance, vehicle adtration and
fuel services. In addition, we provide our custosngith access to a large selection of used truckstors and
trailers through our used vehicle sales program.

For the year ended December 31, 2007, our glob& Bibsiness accounted for 57% of our consolidated
revenue. Our FMS customers in the U.S. range froldbusinesses to large national enterprises.érbestomers
operate in a wide variety of industries, the magtificant of which include beverage, newspapeogcgry, lumber
and wood products, home furnishings and metal. é¢dinber 31, 2007, we had a U.S. fleet of approxiyat
126,400 commercial trucks, tractors and traileaséel or rented through 683 locations in 49 statd$aerto Rico.
At December 31, 2007, we operated 221 on-site miaamtce facilities in the U.S. and Puerto Rico. &mary 11,
2008, we entered into an asset purchase agreentaritily Transportation Corporation (“Lily”) undexhich we
acquired Lily’s fleet of approximately 1,600 vetdsland over 200 contractual customers.

Our domestic FMS business is divided into 3 regi@ast, Central and West. Each region is dividéal énto 1¢
business units (BU) and each BU contains approxiyndi0 to 30 branch locations. A branch locatiguidglly
consists of a maintenance facility or “shop,” oéficfor sales and other personnel, and in many casesnmercial
rental counter. Our maintenance facilities typig@iclude a service island for fueling, safety iesjons and
preliminary maintenance checks as well as a shopr&ventive maintenance and repairs.
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Full Service Leasing.Under a typical full service lease, we providaicke maintenance, supplies and related
equipment necessary for operation of the vehicleigevour customers furnish and supervise their dwwers and
dispatch and exercise control over the vehiclestakiget leasing customers that would benefit frartsourcing
their fleet management function or upgrading tfleit without having to dedicate a significant ambaf their own
capital. We will assess a customer’s situation aftéy considering the size of the customer, redidak and other
factors, will tailor a leasing program that beststhe customes needs. Once we have agreed on a leasing pro
we acquire vehicles and components that are custgyimeered to the customer’s requirements and thase
vehicles to the customer for periods generally ranérom three to seven years for trucks and tracamd up to ten
years for trailers. Because we purchase a largdaupf vehicles from a limited number of manufaetsr we art
able to leverage our buying power for the bendfiwr customers. In addition, given our continuedus on
improving the efficiency and effectiveness of owinmtenance services, we can provide our customignsavzost
effective alternative to maintaining their own i@ vehicles. Our full service lease includestial maintenance
services that are part of our contract maintenaecéce offering. We also offer our leasing custmsrike additione
fleet support services described below. At Decemie2007, we leased approximately 95,900 vehioheter full
service leases in the U.S. At December 31, 200 hadeapproximately 11,000 full service lease custoaccounts
in the U.S.

Contract Maintenance.Our contract maintenance customers typicallyudelour full service lease customers
as well as other customers that want to utilizeeotiensive network of maintenance facilities aaihied technician
to maintain the vehicles they own or lease fromdtpiarties, usually a bank or other financial insitbn. The
contract maintenance service offering is designa@duce vehicle downtime through preventive ardlictive
maintenance based on vehicle type and driving iathicle repair including parts and labor, 24+emergency
roadside service and replacement vehicles for lehtbat are temporarily out of service. Theseaclehiare
typically serviced at our own facilities. Howevbgsed on the size and complexity of a customeztt flve may
operate an on-site maintenance facility at thearnet’s location. At December 31, 2007, we had axiprately
1,100 contract maintenance customer accounts itV #8e 500 of which are not full service lease oostrs.

Commercial Rental. We target rental customers that have a needpgesment their private fleet of vehicles
a short-term basis (typically from less than onenthaip to one year in length) either because @l increases
in their business or discrete projects that regadiditional transportation resources. Our commereigal fleet also
provides additional vehicles to our full servicade customers to handle their peak or seasonaldsssieeds. Our
rental representatives assist in selecting a veliet satisfies the customer’s needs and supdehasental process,
which includes execution of a rental agreementanehicle inspection. In addition to vehicle rented extend to
our rental customers liability insurance coveragear our existing policies and the benefits of cmprehensive
fuel services program. At December 31, 2007, & fiéapproximately 28,100 vehicles, ranging fronave duty
tractors and trailers to light-duty trucks, wasikalde for commercial short-term rental in the UT8e utilization
rate of the U.S. rental fleet during fiscal yea®2@vas approximately 71% (based on 365 days). AeBer 31,
2007, we had approximately 10,300 commercial rentatomer accounts in the U.S.

Contract-Related MaintenanceOur full service lease and contract maintenamsgoeners periodically require
additional maintenance services that are not irdud their contracts. For example, additional rreaiance servict
may arise when a customer’s driver damages theleetind these services are performed or manag&ydbsr.
Some customers also periodically require maintemavark on vehicles that are not covered by a lease
maintenance contract. Ryder may provide servicthese vehicles and charge the customer on an hioasig for
work performed. We obtain contract-related mainteeavork because of our contractual relationship tie
customers; however, the service provided is intamdio that included in their contractual agreetaen
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Fleet Support ServicesWe offer a variety of fleet support services idear to capitalize on our large base of
lease customers. Currently, we offer the followflegt support services:

Service Description

Insurance Liability insurance coverage under Ryder’s exisiimgurance policies
which includes monthly invoicing, discounts baseddaver performanc
and vehicle specifications, flexible deductiblesl @aims administratior
physical damage waivers; gap insurance; fleetassessmet

Safety Establishing safety standards; providing safetiiing, driver
certification, prescreening and road tests; sadatits; instituting
procedures for transport of hazardous materialsrdinating drug and
alcohol testing; loss prevention consult

Fuel Full service and fuel purchasing at competitivegsi fuel planning; fuel
tax reporting; centralized billing; fuel car

Administrative Vehicle use and other tax reporting; permitting &oehsing; regulatory
compliance (including hours of service administmai

Environmental manageme Storage tank monitoring; stormwater managementy@emwmental
training; 1SO 14001 certificatio

Information technology RydeSmar™is a full-featured GPS fleet location, trackingdamehicle
performance management system designed to prouideugstomers
improved fleet operations and cost contréleetCARESs our web based
tool that provides customers with 24/7 access yodgerational and
maintenance management information about theitsfl

Used Vehicles.We typically sell our used vehicles at one of B8rsales centers throughout North America, at
our branch locations or through our websiteratv.Usedtrucks.Ryder.canTypically, before we offer used vehicl
for sale, our technicians assure that R@ad ReadyM, which means that the vehicle has passed a coensite,
multi-point performance inspection based on spesations formulated through our contract maintengrogram.

Our sales centers throughout North America allowousverage our expertise and in turn realize diglales
proceeds than in the wholesale market. Althougltyweally sell our used vehicles for prices in essef book
value, the extent to which we are able to realigaia on the sale of used vehicles is dependent uanous factors
including the general state of the used vehicleketathe age and condition of the vehicle at theetof its disposal
and depreciation rates with respect to the vehicle.

. FMS Business StrategyOur FMS business strategy revolves around theviolg interrelated goals and
priorities:
* improve customer retention leve
« successfully implement sales growth initiative®im contractual product offering
« focus on contractual revenue growth strategiesudieg the evaluation of selective acquisitio
« optimize asset utilization and managem
« leverage infrastructur

« deliver unparalleled maintenance to our customéiiteveontinuing to implement process designs,
productivity improvements and compliance discigli

» offer a wide range of support services that compl&nour leasing, rental and maintenance busineard

- offer competitive pricing through cost managemaitidatives and maintain pricing discipline on new
business
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Supply Chain Solutions

The global supply chain logistics market is estedab be $317 billion. Several key trends are &figahe
market for third-party logistics services. Outsanigcall or a portion of a customer’s supply chatecoming a
more attractive alternative for several reasonkidiag: (1) the lengthening of the global supphaithdue to the
location of manufacturing activities further awagrh the point of consumption, (2) the increasinmptexity of
customers’ supply chains, and (3) the need for amegvinnovative technology-based solutions. In aafdjindustry
consolidation is increasing as providers look tpasd their service offerings and create econonfissale in order
to be competitive and satisfy customers’ globaldse@&o meet our customers’ demands in light ofehesnds, we
provide an integrated suite of global supply ctetutions with sophisticated technologies and itguigading
engineering services, designed to help our customanage their supply chains more efficiently.

Through our SCS business, we offer a broad rangenokative lead logistics management servicesdtat
designed to optimize a customer’s global supphirchad address the needs and concerns reflectdakliyends
previously mentioned. The term “supply chain” refer a strategically designed process that ditbetsnovement
of materials, funds and related information frora #tquisition of raw materials to the delivery infshed products
to the end-user. Our SCS product offerings arerozgd into three categories: professional servidissiibution
operations and transportation solutions. We alger afur SCS customers a variety of information textbgy
solutions which are an integral part of our oth€SSservices. For the year ended December 31, 2@0&stimated
69% of our global SCS revenue was related to desticeontract carriage.

For the year ended December 31, 2007, our SCSdassactcounted for 34% of our consolidated reveiiue.
December 31, 2007, we had 102 SCS customer acdouthies U.S., most of which are large enterpribes t
maintain large, complex supply chains. These custeroperate in a variety of industries includingpative,
electronics, high-tech, telecommunications, indatconsumer goods, paper and paper productseatfjuipment,
food and beverage, and general retail industries l@gest customer, General Motors Corporation J&@M
comprised of multiple contracts in various geogiapagions. In 2007, GM accounted for approximaéyo of
SCS total revenue, 19% of SCS operating reventa (@venue less subcontracted transportation)Ldfl of
consolidated Ryder revenue. Effective January @820ur contractual relationship for certain trasrgtion
management services changed, and we determinedadfirmal review of the terms and conditionshaf $ervices,
we will be acting as an agent in the arrangemesfa fesult, total revenue will decrease in therutlue to the
reporting of revenue net of subcontracted transgiort expense. This change in contract terms \ailehno impact
on earnings. During 2007, 2006 and 2005, revensecéted with this portion of the contract was $64ilion,
$565 million and $360 million, respectively.

Unlike our FMS operations, which are managed thihcaigetwork of regional offices, BUs and branch
locations, most of our core SCS business operatiotie U.S. revolve around our customers’ supplgircs and are
geographically located to maximize efficiencies amdluce costs. These SCS facilities are typicakygéd. At
December 31, 2007, leased SCS warehouse spaczitaggroximately 9 million square feet for the Lh8d Puerto
Rico. Along with those core customer specific |tmas, we also concentrate certain logistics expeiiti locations
not associated with specific customer sites. Fangle, our carrier procurement, contract manageaahfreight
bill audit and payment services groups operatebatir carrier management center in Ann Arbor, Ntielm, and
our transportation optimization and execution ggaperate out of our logistics centers in Farmingtdls,
Michigan, and Ft. Worth, Texas.

We are awarded a significant portion of our SCOrmss through requests for proposals (RFP) prosebtamn)
companies that maintain elaborate supply chain ordsy including many of our existing customers,mitlan RFP
with respect to all or a portion of their supplyagh A team of SCS operations and logistics despgtialists, as
well as representatives from our finance, realtestad information technology departments, wilhfofate a bid
that includes a proposed supply chain solution@sag pricing information. The bid may include avamore of th
following SCS services:

Professional ServicesOur SCS business offers a variety of consultenyises that support every aspect of a
customer’s supply chain. Our SCS consultants améadble to evaluate a customer’s existing suppbirch
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to identify inefficiencies, as well as opportungti®r integration and improvement. Once the assessia complete,
we work with the customer to develop a supply clstiategy that will create the most value for thetomer and
their target clients. Once a customer has adopteghgly chain strategy, our SCS logistics teamrapdesentatives
from our information technology, real estate, fioamnd transportation management groups work teg&hdesign
a strategically focused supply chain solution. $okition may include both a distribution plan tkats forth the
number, location and function of each distributiacility and a transportation solution that setsHdahe mode or
modes of transportation and route selection. Inteaidto providing the distribution and transpoitat expertise
necessary to implement the supply chain solution SCS representatives can coordinate and mankagpaicts of
the customer’s supply chain provider network taiesgonsistency, efficiency and flexibility.

Distribution Operations. Our SCS business offers a wide range of servalating to a customer’s distribution
operations from designing a customer’s distributietwork to managing the customer’s existing disition
facilities or a facility we acquire. Services wittthe facilities generally include managing thenlof goods from th
receiving function to the shipping function, coaraling warehousing and transportation for inbourdemial flows,
handling import and export for international shiprtseand coordinating just-in-time replenishmenta@fponent
parts to manufacturing and final assembly. Adddiloralue-added services such as light assemblgraponents
into defined units (kitting), packaging and ref@hoinent are also provided.

Transportation Solutions.Our SCS business offers services relating tasgkects of a customer’s
transportation network. Our team of transportasipacialists provides shipment planning and exegutidich
includes shipment consolidation, load scheduling) @elivery confirmation through a series of teclogital and
web-based solutions. Our transportation consultamtonjunction with our Ryder Freight Brokeragepdrtment,
focus on carrier procurement of all modes of trantggion with an emphasis on truck-based transporntarate
negotiation and freight bill audit and payment &&s. In addition, our SCS business provides custsras well as
our FMS and DCC businesses with capacity manageseevices that are designed to create load-building
opportunities and minimize excess capacity. Foytar ended December 31, 2007, we purchased oJHida in
freight moves.

. SCS Business StrategyDur SCS business strategy revolves around thawfiolg interrelated goals and
priorities:
« offer strategicall-focused comprehensive supply chain solutions tacastomers
< enhance distribution management as a core platimignow integrated solution
« further diversify our customer bas

» leverage our transportation management capabilitcdading the expertise and resources of our FMS
business

» achieve strong partnering relationships with owstomers

* be a market innovator by continuously improving éfiectiveness and efficiency of our solution defiy
model; anc

e serve our custom’s global needs as lead manager, integrator an~-value operatol

Dedicated Contract Carriage

The U.S. dedicated contract carriage market isnegéid to be $11 billion. This market is affectednigny of
the trends that impact our FMS business such as¢heased cost associated with purchasing andtaiiing a flee
of vehicles. The administrative burden relatingegulations issued by the Department of TransgortdDOT)
regarding driver screening, training and testirmwall as record keeping and other costs assoardthdhe hours ¢
service requirements, make our DCC product anctittealternative to private fleet management.ddition,
market demand for just-in-time delivery creategadcfor well-defined
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routing and scheduling plans that are based on mimepsive asset utilization analysis and fleebratiization
studies.

Through our DCC business segment, we combine thipmgnt, maintenance and administrative services of
full service lease with drivers and additional $eg to provide a customer with a dedicated trariafon solution
that is designed to increase their competitivetfmsiimprove risk management and integrate thiairgportation
needs with their overall supply chain. Such addaicservices include routing and scheduling, fieghg, safety,
regulatory compliance, risk management, technology communication systems support including on-dboar
computers, and other technical support. Theseiaddltservices allow us to address, on behalf ofcogtomers, th
labor issues associated with maintaining a priflatt of vehicles, such as driver turnover, goveentiregulation,
including hours of service regulations, DOT auditsl workers’ compensation.

In order to customize an appropriate DCC transgiortaolution for our customers, our DCC logistics
specialists perform a transportation analysis uathganced logistics planning and operating tooésdsl on this
analysis, they formulate a distribution plan thetludes the routing and scheduling of vehiclesgfffieient use of
vehicle capacity and overall asset utilization. el of the plan is to create a distribution systkat optimizes
freight flow while meeting a customer’s service Igo& team of DCC transportation specialists camtimplement
the plan by leveraging the resources, expertisgentthological capabilities of both our FMS and S©Sinesses.

To the extent a distribution plan includes multipledes of transportation (air, rail, sea and highjwaur DCC
team, in conjunction with our SCS transportatioacsalists, selects appropriate transportation madescarriers,
places the freight, monitors carrier performancg amdits billing. In addition, through our SCS mess, we can
reduce costs and add value to a custosndistribution system by aggregating orders intalk looking for shipme
consolidation opportunities and organizing loadsvihicles that are returning from their destimatimint back to
their point of origin (backhaul).

Because it is highly customized, our DCC produgdaticularly attractive to companies that openate
industries that have time-sensitive deliveriespmcgal handling requirements, such as newspapérsefingerated
products, as well as to companies whose distribugystems involve multiple stops within a closegplighway
route. Because DCC accounts typically operatelimiged geographic area, most of the drivers assigio these
accounts are shorthaul drivers, meaning they réiame at the end of each work day.

For the year ended December 31, 2007, our DCC éssiaccounted for 9% of our consolidated reventie. A
December 31, 2007, we had approximately 300 DC@®mey accounts in the U.S. Although a significamtipn of
our DCC operations are located at customer faslitour DCC business utilizes and benefits fromeatensive
network of FMS facilities.

DCC Business StrategyOur DCC business strategy revolves around theviagig interrelated goals and
priorities:
« align our DCC and SCS businesses to create rexappatunities and improve operating efficiencies in
both segments, particularly through increased beagkitilization;

« increase market share with customers with largedléhat require a more comprehensive and flexible
transportation solutior

» leverage the expertise and resources of our FMSS&®Ibusinesses; a

« expand our DCC support services to create custahtizaesportation solutions for new customers and
enhance the solutions we have created for exististpmers
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International

In addition to our operations in the U.S., we hBMS operations in Canada and Europe and SCS opesati
Canada, Latin America, Europe and Asia. Our gotl expand our international operations by leverggiur
domestic product offerings and customer base.

Canada. We have been operating in Canada for over 5Gy€&€arr FMS operations in Canada include full
service leasing, contract maintenance, contraatedlmaintenance and commercial rental. We alsw téfet
support services such as insurance, fuel serviogadministrative services. On October 5, 2007entered into an
asset purchase agreement with Pollock NationalgBRsdock”), under which we acquired Pollock’s fteaf
approximately 2,000 vehicles and nearly 200 cottglcustomers served by 6 locations. At DecemtePB07, we
had a fleet of approximately 12,400 commercialksjtractors and trailers leased or rented frorfobations
throughout 6 Canadian provinces. We also have &termmaintenance facilities in Canada. At Decendier2007,
we leased vehicles to approximately 1,400 full menease customer accounts in Canada and perfororgrhct
maintenance on approximately 120 customer acconr@anada.

Our Canadian SCS operations also include a fufjeaf services including lead logistics managersentices
and distribution and transportation solutions. @ittee proximity of this market to our U.S. operaspthe Canadiz
operations are highly coordinated with their U.@umterparts, managing cross-border transportatidrfr@ight
movements. At December 31, 2007, we had approxin&@eSCS customer accounts and leased SCS warehous
space totaling approximately 700,000 square fe€&inada.

Europe. We began operating in the U.K. in 1971 and sthea have expanded into Ireland and Germany by
leveraging our operations in the U.S. and the WKr FMS operations in Europe include full servieading,
contract maintenance, contract-related maintenandecommercial rental. We also offer fleet suppervices such
as insurance, fuel services, administrative sesyiddgver capability and on-board technology.

At December 31, 2007, we had a fleet of approxitgdt®, 800 commercial trucks, tractors and traileesed o
rented through 39 locations throughout the U.keldind and Germany. We also manage a network of 300
independent maintenance facilities in the U.K.do/e our customers where it is more effective gaviding the
service in a Ryder managed location. In additioauptypical FMS operations, we also supply and aganvehicles
equipment and personnel for military organizationthe U.K. and Germany. At December 31, 2007, eeeséd
vehicles to approximately 1,000 full service leasstomer accounts in Europe.

Our European SCS operations include a completeerahgervice offerings including lead logistics
management services, distribution and transportatdutions, and logistics consulting and desigmises. In
addition, we operate a comprehensive shipmentnpigrand execution system through our Europearsp@ation
management services center located in Dusseldermény. At December 31, 2007, we had 24 SCS custome
accounts and leased SCS warehouse space totafimgxapately 200,000 square feet in Europe.

Latin America. We began operating in Mexico, Brazil and Argeatiim the mid-1990s and in Chile in 2004. In
all of these markets we offer a full range of S€&ges, including managing distribution operatians cross-
docking terminals, and designing and managing custspecific solutions. In our Argentina and Bragikrations,
we also offer international transportation servigsreight moving between these markets, inclgdimnsportatior
backhaul and customs procedure management. Ourchleperations also manage approximately 3,000 borde
crossings each week between Mexico and the U.@n bighly integrated with our domestic distributiand
transportation operations. At December 31, 2007¢oparated and maintained 1,200 vehicles in LatireAoca. At
December 31, 2007, we had 215 SCS customer accandtigased SCS warehouse space totaling appretymat
5 million square feet in Latin America.

Asia. We began operating in Asia in 2000. Although Asian operations are headquartered in Singapore, we
also provide services in China via our Shanghatceffind coordinate logistics activities in courgrieich as
Malaysia. As part of our strategy to expand with customers into major markets, we will continueetfine our
strategy in China and focus our efforts on growang operations in that region. We offer a wide en§§SCS
services to customers in the region, including rgangent of distribution
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operations, domestic transportation managementdoion, scheduling and management of internatitneight
movement, postponement, bundling and other cusadiniz activities, and freight procurement. At Detem31,
2007, we had 56 SCS customer accounts and ownel@ased SCS warehouse space totaling approximately
441,000 square feet in Asia.

Administration

We have consolidated most of our financial admiatste functions for the U.S. and Canada, includiregit,
billing and collections, into our Shared Servicen@r operations, a centralized processing centetdd in
Alpharetta, Georgia. Our Shared Services Centerralnages contracted third parties providing adstrative
finance and support services outside of the U.8rder to reduce ongoing operating expenses andhiizexour
technology resources. This centralization resultmore efficient and consistent centralized praogssf selected
administrative operations. Certain administratwections are also performed at the Shared Ser@eeser for our
customers. The Shared Services Center's main dlgsaire to reduce ongoing annual administratiss;@nhance
customer service through process standardizatieate an organizational structure that will improvarket
flexibility and allow future reengineering effortts be more easily attained at lower implementatiosts.

Regulation

Our business is subject to regulation by variodefal, state and foreign governmental entities. D& and
various state agencies exercise broad powers evii aspects of our business, generally goversuiet activities
as authorization to engage in motor carrier openatisafety and financial reporting. We are aldijesat to a variety
of requirements of national, state, provincial &@hl governments, including the U.S. Environmemtatection
Agency and the Occupational Safety and Health Adstration, that regulate safety, the managemehawaérdous
materials, water discharges and air emissiong] sadiste disposal and the release and cleanup witted
substances. We may also be subject to licensin@ted requirements imposed by the U.S. Department
Homeland Security and U.S. Customs Service asudt mfancreased focus on homeland security andGustoms-
Trade Partnership Against Terrorism certificatidfe may also become subject to new or more restgicti
regulations imposed by these agencies, or othlpsties relating to engine exhaust emissions,adsvhours of
service, security and ergonomics.

The U.S. Environmental Protection Agency has issegdlations that require progressive reductiorsximaust
emissions from diesel engines from 2007 througtD28bme of these regulations require subsequeunttieds in
the sulfur content of diesel fuel which began ineJ2006 and the introduction of emissions afteatireent devices
on newly manufactured engines and vehicles begiwith the model year 2007.

Environmental

We have always been committed to good environm@néattices that reduce risk and build value foang ou!
customers. We have a history of adopting “greersigies and processes because they are efficietteifestive
transportation solutions that improve our bottone land bring value to our customers. We adoptedimstr
worldwide Environmental Policy mission in 1991 gnblished our first environmental performance répofd996
following PERI (Public Environmental Reporting liative) guidelines. Our environmental policy retieour
commitment to supporting the goals of sustainabletbpment, environmental protection and pollupoevention
in our business. We have adopted pro-active enwiemtal strategies that have advanced business lyeowit
continued to improve our performance in ways teduce emission outputs and environmental impaat. Ou
environmental team works with our staff and opeggmployees to develop and administer prograrsspport of
our environmental policy and to help ensure thairenmental considerations are integrated intdadliness
processes and decisions.

In establishing appropriate environmental objectiaad targets for our wide range of business #ietsvaround
the world, we focus on (i) the needs of our custemn@) the communities in which we provide seesand
(iii) relevant laws and regulations. We reguladyiew and update our environmental management guoes, and
information regarding our environmental activitissoutinely disseminated
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throughout Ryder. In 2008, we launched a “Greenté&&n http://www.Ryder.com/greencentershare our key
environmental programs and initiatives with alkstaolders.

Safety

Safety is an integral part of our strategy becgquegenting injury and decreasing service interauiincrease
efficiency and customer satisfaction. In 2002, verenvawarded th&reen Cross for Safefyjom the National Safety
Council for our commitment to workplace safety aodporate citizenship.

Our Safety department focuses on (i) recruiting maghtaining qualified drivers; (i) improving dev and
management safety training; (iii) implementing pdic reviews of driver records; (iv) creating intieas for driver:
and technicians with good safety records; anddjsjmg awareness of safety-related issues on aaoynpide basis
Our Safety, Health and Security Policy requires #flamanagers, supervisors, and employees ensatsafety,
health and security processes are incorporatedlh#spects of our business.

In addition, our Safety department develops dréadety and training programs such as hours of agrdiiving
ethics, security and hazardous material transpastder to promote safety, positive customer refe;j service
standards and productivity. All of our drivers iretU.S. must meet or exceed DOT qualifications. DO
department updates driver qualification files asteannually to maintain compliance with DOT retjolss.

Risk Management

The nature of our business exposes us to riskabiliiy for loss to our customers’ vehicle liabjlitworkers’
compensation, property damage and inventory whewircare. We currently have large deductible iasoe
programs with highly rated insurers for auto lidpjlphysical damage, cargo and workers’ compeosaBased on
actuarial analysis, we accrue for the funding afrok under the deductible. Management believesotiraihsurance
coverage is adequate.

Competition

As an alternative to using our services, custormeg choose to provide these services for themsebvenay
choose to obtain similar or alternative servicestfiother third-party vendors.

Our FMS and DCC business segments compete with aoiep providing similar services on a national,
regional and local level. Many regional and loaahpetitors provide services on a national levedulgh their
participation in various cooperative programs. Cetitjye factors include price, equipment, mainteserservice
and geographic coverage and, with respect to D@@rdand operations expertise. We compete withrfae lessol
and also with truck and trailer manufacturers, imgependent dealers, who provide full service lgaseucts,
finance leases, extended warranty maintenancel@md other transportation services. Value-addféerentiation
of the full service leasing, contract maintenamostract-related maintenance and commercial reetaice and
DCC offerings has been, and will continue to be,euphasis.

In the SCS business segment, we compete with caegpproviding similar services on an international,
national, regional and local level. Additionalliajg business is subject to potential competitiomast of the regior
it serves from air cargo, shipping, railroads, ma@rriers and other companies that are expandugtics services
such as freight forwarders, contract manufactuaacsintegrators. Competitive factors include prsmyice,
equipment, maintenance, geographic coverage, mianketledge, expertise in logistics-related techggland
overall performance (e.g., timeliness, accuracyfandbility). Value-added differentiation of theservice offerings
across the global supply chain continues to beowarriding strategy.

Employees

At December 31, 2007, we had approximately 28,80&ime employees worldwide, of which 23,400 were
employed in North America, 3,400 in Latin Ameridz500 in Europe and 500 in Asia. We have approeétgat
16,000 hourly employees in the U.S., approximaB®00 of which are organized by labor unions. Theeployees
are principally represented by the InternationaltBerhood of Teamsters, the
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International Association of Machinists and Aeraspslorkers, and the United Auto Workers, and theiges and
benefits are governed by 95 labor agreements thataegotiated periodically. None of the businggsevhich we
currently engage have experienced a material wogpsge, slowdown or strike and we consider that ou
relationship with our employees is good.

EXECUTIVE OFFICERS OF THE REGISTRANT

All of the executive officers of Ryder were electadre-elected to their present offices either at or sgbeat tc
the meeting of the Board of Directors held on Mag@07 in conjunction with Ryder's 2007 Annual Magt They
all hold such offices, at the discretion of the Bbaf Directors, until their removal, replacementetirement.

Name Age Position
Gregory T. Swientol 58 Chairman of the Board and Chief Executive Offi
Robert E. Sanche 42 Executive Vice President and Chief Financial Offi
Robert D. Fatovit 42 Executive Vice President, General Counsel and Gatp&ecretar
Art A. Garcia 46 Senior Vice President and Control
Gregory F. Green 48 Executive Vice President and Chief Human Resoutdéiser
Thomas S. Reneh: 45 Executive Vice President, Sales and Marketing, Bl&t Management Solutio
Anthony G. Tegneli: 62 President, U.S. Fleet Management Solut

Gregory T. Swienton has been Chairman since Mayp 20@ Chief Executive Officer since November 2000.
He also served as President from June 1999 to20te Before joining Ryder, Mr. Swienton was Senare
President of Growth Initiatives of Burlington Noettm Santa Fe Corporation (BNSF) and before thatSWienton
was BNSF’s Senior Vice President, Coal and Agrimalt Commodities Business Unit.

Robert E. Sanchez has served as Executive Vicé&dernesand Chief Financial Officer since October 208e
previously served as Executive Vice President ofr@jons, U.S. Fleet Management Solutions from Bet@005
to October 2007 and as Senior Vice President anef Giformation Officer from January 2003 to Octol2€05.
Previously, he also served as Senior Vice PresiofeGtobal Transportation Management from March2a
January 2003 and as Chief Information Officer fraume 2001 to March 2002. Mr. Sanchez joined Ryud®b3 as
a Senior Business System Designer.

Robert D. Fatovic has served as Executive Viceigkea General Counsel and Corporate Secretarg $itay
2004. He previously served as Senior Vice Presjdé®. Supply Chain Operations, High-Tech and Coresu
Industries from December 2002 to May 2004. Mr. Fatgined Ryder’s Law department in 1994 as Assist
Division Counsel and has held various position$inithe Law department including Vice President Breguty
General Counsel.

Art A. Garcia has served as Senior Vice Presidedt@ontroller since October 2005. Previously, Mar¢a
served as Vice President and Controller from Feigrd@02 to October 2005, and Group Director, Acdimmn
Services, from September 2000 to February 200Zrand April 2000 to June 2000. Mr. Garcia was Cliefancial
Officer of Blue Dot Services, Inc., a national pider of heating and air conditioning services, frdame 2000 to
September 2000. Mr. Garcia served as Director, @atp Accounting, for Ryder from April 1998 to Ap2i000.
Mr. Garcia joined Ryder in December 1997 as Sedianager, Corporate Accounting.

Gregory F. Greene has served as Executive Vicederdssince December 2006 and as Chief Human Ress
Officer since February 2006. Previously, Mr. Greeaeved as Senior Vice President, Strategic Plgnsuiml
Development, from April 2003 to February 2006, aedved as Senior Vice President, Global Talent igament,
from March 2002 to April 2003. Mr. Greene joineddRy in August 1993 as Manager of Executive andhattsonal
Compensation and has since held various positilma: to joining Ryder, Mr. Greene served as Doeacf Human
Resources for Sunglass Hut, Inc.
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Thomas S. Renehan has served as Executive Vicel@ngsSales and Marketing, U.S. Fleet Management
Solutions, since October 2005. He previously seage&enior Vice President, Sales and Marketing fialy 2005
to October 2005, as Senior Vice President, Assetdgament, Sales and Marketing from March 2004 lp205,
as Senior Vice President, Asset Management froneidber 2002 to March 2004 and as Vice PresidengtAss
Management from June 2001 to December 2002. Rribeading Asset Management, Mr. Renehan servedcas V
President, Fleet Management Solutions in the Scegh®Region from January 2000 to June 2001. Mr. Rame
joined Ryder in October 1985 and has held varimsitipns with Ryder since that tim

Anthony G. Tegnelia has served as President, UeBt Mlanagement Solutions since October 2005. He
previously served as Executive Vice President, Siufaply Chain Solutions from December 2002 to Oet@n05.
Prior to that, he was Senior Vice President, Gl@adiness Value Management. Mr. Tegnelia joinedeRyal 1977
and has held a variety of other positions with Rydeluding Senior Vice President and Chief Finah€fficer of
Supply Chain Solutions business segment and S¥igerPresident, Field Finance.

FURTHER INFORMATION

For further discussion concerning our businessttseeformation included in Items 7 and 8 of treport.
Industry and market data used throughout Item labkéasined through a compilation of surveys andistud
conducted by industry sources, consultants and/stsal

We make available free of charge through the Iroréltlations page on our website at www.ryder.com o
Annual Report on Form 10-K, quarterly reports omnfrd 0-Q, current reports on Form 8-K and all ameeuiis to
those reports as soon as reasonably practicaklesaith material is electronically filed with orriished to the
Securities and Exchange Commission.

In addition, our Corporate Governance Guidelinemdiples of Business Conduct (including our Fira@nde
of Conduct), and Board committee charters are dastethe Corporate Governance page of our webisite a
www.ryder.com.

ITEM 1A. RISK FACTORS

In addition to the factors discussed elsewheraimreport, the following are some of the importiaators that
could affect our business.

Our operating and financial results may fluctuate die to a number of factors, many of which are beyondur
control.

Our annual and quarterly operating and financisiliits are affected by a number of economic, regotaind
competitive factors, including:

< changes in economic conditions affecting the fimgrteealth of our customers and supplit

« changes in current financial, tax or regulatoryuisgments that could negatively impact the leasiragket;

< changes in market conditions affecting the comnaéreintal market or the sale of used vehic

< our inability to obtain expected customer retenterels or sales growth targe

* unanticipated interest rate and currency exchaaigefluctuations

« labor strikes or work stoppages affecting us oraustomers

e sudden changes in fuel prices and fuel shortz

« competition from vehicle manufacturers in our Ukisiness operations; a

< changes in accounting rules, estimates, assumpimhsiccruals

11
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We bear the residual risk on the value of our vehies.

We generally bear the residual risk on the valueusfvehicles. Therefore, if the market for usetickes
declines, or our vehicles are not properly mairgdjrwe may obtain lower sales proceeds upon tieeoalsed
vehicles. Changes in residual values also impa&cbtterall competitiveness of our full service lepszduct line, as
estimated sales proceeds are a critical comporfig¢hé @verall price of the product. Additionallydden changes in
supply and demand together with other market fadberyond our control vary from year to year andnfraehicle to
vehicle, making it difficult to accurately predigsidual values used in calculating our depreaiatixpense.
Although we have developed disciplines relatedhéorhanagement and maintenance of our vehiclesitbat
designed to prevent these losses, there is noaasuthat these practices will sufficiently redtleeresidual risk.
For a detailed discussion on our accounting pdalieied assumptions relating to depreciation anduatvalues,
please see the section titled “Critical Accountitglimates — Depreciation and Residual Value Guegsitin
Management’s Discussion and Analysis of Financ@hdition and Results of Operations.

Our profitability could be adversely impacted by ou inability to maintain appropriate asset utilizati on rates
through our asset management initiatives.

We typically do not purchase vehicles for our &élvice lease product line until we have an execotmtract
with a customer. In our commercial rental produot,| however, we do not purchase vehicles agajpestific
customer contracts. Rather, we purchase vehickk®piimize the size and mix of the commercial refiéet based
upon our expectations of overall market demandfimrt-term and longerm rentals. As a result, we bear the risl
ensuring that we have the proper vehicles in tiilet Gondition and location to effectively capitalian this market
demand to drive the highest levels of utilization aevenue per unit. We employ a sales force ardatipns team
on a full-time basis to manage and optimize thadpct line; however, their efforts may not be suéfint to
overcome a significant change in market demanterréntal business or used vehicle market.

We derive a significant portion of our SCS revenuérom a small number of customers, many of which arén
the automotive industry.

During 2007, sales to our top ten SCS customersuated for 72% of our SCS total revenue and 60%uof
SCS operating revenue (revenue less subcontraetespbrtation), with GM accounting for 42% of o@Stotal
revenue and 19% of our SCS operating revenue.ddsedf any of these customers or a significantagalu in the
services provided to any of these customers, paatly GM, could impact our domestic and internatiboperation
and adversely affect our SCS financial results.l@lvie continue to focus our efforts on diversifyimgr customer
base both outside and within the automotive inguste may not be successful in doing so in thetsteom.

In addition, the revenue derived from our SCS aust® is dependent in large part on their produdiuth sale
volumes, which are impacted by economic conditems customer spending and preferences. Produatiomes i
the automotive industry are sensitive to consureenahd as well as employee and labor relations.ifEsin sales
volumes could result in production cutbacks andamped plant shutdowns. To the extent that the etathare of
any of our largest SCS customers deteriorate$iedr $ales or production volumes otherwise declioe revenues
and profitability could be adversely affected.

We are also subject to credit risk associated thighconcentration of our accounts receivable from3CS
customers. Certain of our automotive customers bawage currently facing financial difficulties. dhe or more of
these customers were to become bankrupt, insobrestherwise were unable to pay for the servicesiged by us,
our operating results and financial condition cduddadversely affected.

Our profitability could be negatively impacted by downward pricing pressure from certain of our SCS
customers.

Given the nature of our services and the competiiwironment in which we operate, our largest SCS
customers exert downward pricing pressure and oéignire modifications to our standard commeraains.

12
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While we believe our ongoing cost reduction initias have helped mitigate the effect of price réidncpressures
from our SCS customers, there is no assurancevihatill be able to maintain or improve our currénels of
profitability.

Substantially all of our SCS services are provideder contractual arrangements with our custonusrder
most of these contracts, all or a portion of oucipg is based on certain assumptions regardingtbpe of service
production volumes, operational efficiencies, thg of fixed versus variable costs, productivity astier factors. I
as a result of subsequent changes in our custoimessiess needs or operations or market forceathatutside of
our control, these assumptions prove to be inval@gcould have lower margins than anticipated. éuth certain
of our contracts provide for renegotiation uponatemnal change, there is no assurance that webe/iluccessful in
obtaining the necessary price adjustments.

We may face difficulties in attracting and retaining drivers.

We hire drivers primarily for our DCC and SCS besis segments. There is significant competition for
qualified drivers in the transportation industrys A result of driver shortages, we could be redumancrease drivi
compensation, let trucks sit idle, utilize lessengnced drivers or face difficulty meeting custodemands, all of
which could adversely affect our growth and prdfiligy.

In order to serve our customers globally, we mustantinue to expand our international operations, whth may
result in additional risks.

We are committed to meeting our customers’ glolealds by continuing to grow our international ogeret in
Canada, Europe, Asia and Latin America. Our intiional operations, particularly in Latin AmericadAsia, are
subject to adverse developments in foreign politgavernmental and economic conditions, varyingpetitive
factors, foreign currency fluctuations, potentidficulties in identifying and retaining qualifieshanagers and
personnel, potential adverse tax consequencesiffiedities in protecting intellectual property tits. These factors
may have a significant effect on our ability to fitably grow our international operations or retaiisting
customers that require global expansion. In additamtry into new international markets requiressiderable
management time as well as start-up expenses fidketndevelopment, staffing and establishing offalities
before any significant revenue is generated. Aesalt, initial operations in a new market may opeed low
margins or may be unprofitable.

We operate in a highly competitive industry and ourbusiness may suffer if we are unable to adequately
address potential downward pricing pressures and ber competitive factors.

Numerous competitive factors could impair our &pilo maintain our current profitability. These fais
include the following:

« we compete with many other transportation and tagiservice providers, some of which have greater
capital resources than we (

« some of our competitors periodically reduce theicgs to gain business, which may limit our abitity
maintain or increase price

« because cost of capital is a significant competifactor, any increase in either our debt or equitst of
capital as a result of reductions in our debt gatinstock price volatility could have a signifitampact on
our competitive position; ar

< advances in technology require increased invessrtertemain competitive, and our customers maybaot
willing to accept higher prices to cover the cdsthese investment
We operate in a highly regulated industry, and cost of compliance with, or liability for violation of, existing o1
future regulations could significantly increase ourcosts of doing business.

Our business is subject to regulation by variodefel, state and foreign governmental entitiescipally, the
U.S. Department of Transportation and various statefederal agencies exercise broad
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powers over our motor carrier operations, safaty, the generation, handling, storage, treatmentasmbsal of
waste materials. We may also become subject toonemore restrictive regulations imposed by the Depent of
Transportation, the Occupational Safety and Heattiministration, the Environmental Protection Agemeyother
authorities, relating to the hours of service that drivers may provide in any one-time period usig and other
matters. Compliance with these regulations coulistntially impair equipment productivity and inase our costs.

New regulations governing exhaust emissions codieisely impact our business. The Environmental
Protection Agency has issued regulations that requiogressive reductions in exhaust emissions rerain diese
engines through 2007. Emissions standards recggkgctions in the sulfur content of diesel fuel laegig in June
2006 and the introduction of emissions after-treathtevices on newlyranufactured engines and vehicles utiliz
engines built after January 1, 2007. In additi@gheof these requirements could result in highieeprfor tractors,
diesel engines and fuel, which are passed on tousiomers, as well as higher maintenance costsseettainty a
to reliability of the new engines, all of which dduover time, increase our costs and adversescatiur business
and results of operations. The new technology nstyienpact the residual values of these vehiclesndold in the
future.

Volatility in assumptions related to our pension pAns may increase our pension expense and adversehpact
current funding levels.

We sponsor a number of defined benefit plans fgoleyees in the U.S., U.K. and other foreign locasioNe
are required to make cash contributions to oumeefibenefit plans to the extent necessary to comphyminimum
funding requirements imposed by employee benefittar laws. Our major defined benefit plans aralad) with
trust assets invested in a diversified portfolibeprojected benefit obligation and assets of taba defined
benefit plans as of December 31, 2007 were $18@rbiThe difference between plan obligations asdets, or the
funded status of the plans, is a significant fagtatetermining pension expense and the ongoindiifign
requirements of those plans. Changes in interéss$, renortality rates, investment returns and theketavalue of
plan assets can affect the funded status of owsigeiplans and cause volatility in the pension espeand future
funding requirements. On January 5, 2007, our Bo&idirectors approved an amendment to freeze pkeBsion
plans effective December 31, 2007 for current pgndints who did not meet certain grandfatherintedd. For a
detailed discussion on our accounting policies@asslimptions relating to our pension plans, pleesdt® section
titled “Critical Accounting Estimates — Pension iain Management's Discussion and Analysis of Raial
Condition and Results of Operations.

We establish self-insurance reserves based on histal loss development factors, which could lead to
adjustments in the future based on actual developnm experience.

We retain a portion of the accident risk under glghliability and workers’ compensation insurancegrams.
Our self-insurance accruals are based on actuaestimated, undiscounted cost of claims, whichuihes claims
incurred but not reported. While we believe that estimation processes are well designed, eveimativn proces
is inherently subject to limitations. Fluctuatidnghe frequency or severity of accidents makaefitadilt to precisely
predict the ultimate cost of claims. In recent geaur development has been favorable compareidtarical
selected loss development factors because of iregreafety performance, payment patterns and seftiepattern:
however, there is no assurance we will continuenjoy similar favorable development in the futier a detailed
discussion on our accounting policies and assumgtielating to our self-insurance reserves, pleasghe section
titled “Critical Accounting Estimates — Self-Insun@e Accruals” in Management’s Discussion and Arialg$
Financial Condition and Results of Operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

Our properties consist primarily of vehicle mairgeoe and repair facilities, warehouses and ottedreistate
and improvements.

We maintain 793 FMS locations in the U.S., PuelitbRnd Canada; we own 434 of these facilitieslande
the remaining facilities. Our FMS locations genlgraiclude a repair shop, rental counter, fuel s@risland and
administrative offices.

Additionally, we manage 223 on-site maintenancéifies, located at customer locations.

We also maintain 145 locations in the U.S. and @ana connection with our domestic SCS and DCC
businesses. Almost all of our SCS locations areddand generally include a warehouse and adnaitiigroffices.

We maintain 96 international locations (locationgsae of the U.S. and Canada) for our internationa
businesses. These locations are in the U.K., Idel&ermany, Mexico, Argentina, Brazil, Chile, Chiff&ailand an
Singapore. The majority of these locations areddasd generally include a repair shop, warehonde a
administrative offices.

ITEM 3. LEGAL PROCEEDINGS

Our subsidiaries are involved in various claimsjdaits and administrative actions arising in thenmad course
of our businesses. Some involve claims for subistiaamounts of money and (or) claims for punitiarthges.
While any proceeding or litigation has an elemdnirzertainty, management believes that the disiposof such
matters, in the aggregate, will not have a mat@mahct on our consolidated financial conditiorsulés of
operations or liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
There were no matters submitted to a vote of ocursty holders during the quarter ended DecembepBQ7.

PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Ryder Common Stock Prices

Dividends pe
Stock Price Common
High Low Share

2007
First quarter $55.62 47.8¢ 0.21
Second quarter 55.8¢ 49.2¢ 0.21
Third quarter 57.7C 48.1¢ 0.21
Fourth quarter 49.9: 38.9¢ 0.21
2006
First quartel $46.0¢ 39.61 0.1¢
Second quarte 59.9: 44.4i 0.1¢
Third quartel 58.31 47.3¢ 0.1¢
Fourth quarte 55.32 50.3¢ 0.1¢

Our common shares are listed on the New York SEbahange under the trading symbol “R.” At Januaky 3
2008, there were 9,914 common stockholders of deand our stock price on the New York Stock Excleanwgs
$52.00.
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Performance Graph

The following graph compares the performance ofammmon stock with the performance of the Standard
Poor’s 500 Composite Stock Index and the Dow Jdmassportation 20 Index for a five year period bgasuring
the changes in common stock prices from Decemhe2@I2 to December 31, 2007.
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The stock performance graph assumes for compattistrthe value of the Company’s Common Stock and of
each index was $100 on December 31, 2002 andItlthvidends were reinvested. Past performanceis n
necessarily an indicator of future results.
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Purchases of Equity Securitie:

The following table provides information with regpéo purchases we made of our common stock dahieg

three months ended December 31, 2007:

Total Number

Average Price

Total Number of
Shares Purchased ¢
Part of Publicly

Maximum Number
of Shares That May

Approximate Dollar
Value That May

of Shares Paid per Announced Yet Be Purchasec Yet Be Purchasec
Purchased®) Share Program Under the Program @  Under the Program )

October 1 through

October 31, 2007 6,50¢ $ 47.02 = —  $ —
November 1 through

November 30, 2007 947 46.2¢ — — —
December 1 through

December 31, 2007 244 48.72 — 2,000,00! 300,000,00
Total 7,70C $  46.9¢ —

(1) During the three months ended December 31, 200punehased an aggregate of 7,700 shares of our camstock in employ-related

transactions. Employee-related transactions majuuhe: (i) shares of common stock delivered as payriog the exercise price of options
exercised or to satisfy the option holders’ taxhiilding liability associated with our share-bassmmpensation programs and (ii) open-
market purchases by the trustee of Ryder’s deferogtpensation plan relating to investments by epgas in our common stock, one of the

investment options available under the pl

@)

In December 2007, our Board of Directors authorizetivc-year anti-dilutive repurchase program. Under thaiadilutive program,

management is authorized to repurchase sharesrofraan stock in an amount not to exceed the lessheafumber of shares issued to
employees upon the exercise of stock options oufir the employee stock purchase plan for the géram September 1, 2007 to

December 12, 2009, or 2 million shares. Share repases of common stock may be made periodicatlpér-market transactions and are
subject to market conditions, legal requirementd ather factors. Management may establish a prewgeal written plan for the Company
under Rule 10b5-1 of the Securities Exchange At984 as part of the anti-dilutive repurchase pragr, which would allow for share
repurchases during Ryder’s quarterly blackout pdsi@s set forth in the trading plan. During 200@,repurchases had been made under

this program.

®

In December 2007, our Board of Directors also auihed a $300 million share repurchase program cagreriod not to exceed two yea

Share repurchases of common stock may be madealfmaliy in open-market transactions and are subjeamarket conditions, legal

requirements and other factors. Management maybéstaa prearranged written plan for the CompanylenRule 10b5-1 of the Securities

Exchange Act of 1934 as part of the $300 millioarstrepurchase program, which would allow for sheepurchases during Ryc's
quarterly blackout periods as set forth in the fragiplan. During 2007, no repurchases had been maxdker this program

Securities Authorized for Issuance under Equity Compensation Plans

The following table includes information as of Dad#er 31, 2007 about certain plans which provideHer
issuance of common stock in connection with thease of stock options and other share-based awards

Number of
Securities
Remaining
Available for
Number of Future Issuance
Securities to be Under Equity
Issued upon Weighted-Average Compensation
Exercise of Exercise Price of Plans Excluding
Outstanding Outstanding Securities
Options, Warrants Options, Warrants Reflected in
Plans and Rights and Rights Column (a)
(@ (b) (©)
Equity compensation plans approved by securit
holders:
Broad based employee stock option plar 3,285,171  $ 38.9( 2,812,57.
Employee stock purchase plai — — 719,57:
Non-employee directo’s stock plans 169,82¢ 18.2¢ 41,47
Equity compensation plans not approved by security
holders — — —
Total 345499 $ 37.8¢ 3,573,61
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ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial imf@tion should be read in conjunction with ltemshd & of

this report.
Years ended December
2007 2006 2005 2004 2003
(Dollars in thousands, except per share amot

Operating Data:

Revenue $6,565,99' 6,306,64. 5,740,84 5,150,27: 4,802,29.
Earnings from continuing operatio() $ 253,86. 248,95¢ 227,62! 215,60¢ 135,55¢
Net earning1).(2) $ 253,86 248,95¢ 226,92¢ 215,60¢ 131,43t
Per Share Data:
Earnings from continuing operatio— Basic(® $ 4.2¢ 4.0¢ 3.517 3.3¢ 2.1¢F
Net earning— Basic®).( $ 4.2¢ 4.0¢ 3.5€ 3.3t 2.0¢
Earnings from continuing operatio— Diluted () $ 4.24 4.04 3.5 3.2¢ 2.1z
Net earning— Diluted W:(2) $ 4.24 4.04 3.52 3.2¢ 2.0€
Cash dividend $ 0.84 0.72 0.64 0.6C 0.6C
Book value®) $ 32.52 28.3¢ 24.6¢ 23.4¢ 20.8¢
Financial Data:
Total asset $6,854,64! 6,828,92. 6,033,26. 5,683,16: 5,323,26!
Average asse® $6,914,06! 6,426,541 5,922,75! 5,496,42' 4,989,56!
Return on average assets(4) 3.7 3.¢ 3.6 3. 2.€
Total debt $2,776,12! 2,816,94. 2,185,36/ 1,783,211 1,815,90i
Long-term debi $2,553,43. 2,484,19: 1,915,920 1,393,66/ 1,449,48
Shareholder equity®) $1,887,58" 1,720,770 1,527,451 1,510,18! 1,344,38!
Debt to equity(%®) 147 164 142 11€ 13¢
Average shareholde' equity 3).(4) $1,790,81. 1,610,320 1,554,71 1,412,03' 1,193,85
Return on average shareholc equity(%)®).(4) 14.2 15.5 14.¢ 15.2 11.C
Adjusted return on capital(%() 7.4 7.¢ 7.€ 7.7 6.5
Net cash provided by operating activit $1,102,93' 853,58 779,06: 866,84¢ 803,61:
Capital expenditures pa $1,317,231 1,695,06. 1,399,37" 1,092,15: 734,50¢
Other Data:
Average common shar— Basic (in thousand: 59,32« 60,87: 63,75¢ 64,28( 62,95¢
Average common shar— Diluted (in thousands 59,84 61,57¢ 64,56( 65,67 63,87
Number of vehicle— Owned and lease 159,40( 165,90( 162,30( 164,40( 160,20(
Average number of vehicl— Owned and lease® 163,80(  163,30( 164,90( 164,30( 159,90(
Number of employee 28,80( 28,60( 27,80( 26,30( 26,70(

(1) Results included special items as follows: (i) mesturing and other charges, net of $8 million a-tax, or $0.13 per diluted common share
in the second half of 2007, (ii) an income tax Hi¢é $3 million, or $0.06 per diluted common skan 2007, $7 million, or $0.11 per
diluted common share in 2006, and $8 million, orl®0per diluted common share in 2005 related tongfes in various tax laws and a net
income tax benefit of $9 million, or $0.14 per tld common share in 2004, associated with develofmie various tax matters, (iii) an
after-tax gain on sale of property of $6 milliom,%0.10 per diluted common share in 2007, (iv) &eratax charge of $4 million, or $0.06
per diluted common share, related to the accounfamgension prior service costs in 2006, (v) atet-tax gain on sale of headquarter
complex of $15 million, or $0.23 per diluted commsbare, in 2004. See Note 9, “Operating Propertg &guipment,” and Note 23,

“ Employee Benefit Plar’ in the Notes to Consolidated Financial Statememtsdditional discussior

(2) Net earnings in 2005 included (i) income from digawued operations associated with the reductiomsfirance reserves related
discontinued operations resulting in an after-tanbfit of $2 million, or $0.03 per diluted commdai, and (ii) the cumulative effect of a
change in accounting principle for costs associatgtth the future removal of underground storagek&resulting in an after-tax charge of
$2 million, or $0.04 per diluted common share. Bltings in 2003 included the cumulative effe@ ohange in accounting principle for
(i) variable interest entities resulting in an affiax charge of $3 million, or $0.05 per dilutednsmon share, and (ii) costs associated with
eventual retirement of long-lived assets relateidharily to components of revenue earning equipmesilllting in an after-tax charge of
$1 million, or $0.02 per diluted common she

(3) Shareholders’ equity at December 31, 2007, 2006522004 and 2003 reflected after-tax equity charge$148 million, $201 million,
$221 million, $189 million, and $187 million, respigely, related to our pension and postretiremgans.

(4) Amounts were computed using «point average based on quarterly informati

(5) Our adjusted return on capital (ROC) representsrtite of return generated by the capital deployedur business. We use ROC as an
internal measure of how effectively we use thetahpivested (borrowed or owned) in our operatioRefer to the section titled “NoGAAF
Financial Measure” in Item 7 of this report for a reconciliation afet earnings to adjusted net earnings and averatg tebt and
shareholder’ equity to adjusted average total capit

(6) Amounts were computed using-point average based on quarterly informati
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Management’s Discussion and Analydiginancial Condition and Results of Operations
(MD&A) should be read in conjunction with our cotidated financial statements and related notesatoed in
Item 8 of this report on Form 10-K. The followingDM.A describes the principal factors affecting résudf
operations, financial resources, liquidity, contuat cash obligations, and critical accountingreates.

OVERVIEW

Ryder System, Inc. (Ryder) is a global leaderamsportation and supply chain management solutious.
business is divided into three business segmetiishvoperate in highly competitive markets. Ourtoogers select
us based on numerous factors including servicetguptice, technology and service offerings. Asadternative to
using our services, customers may choose to prdkigke services for themselves, or may chooset&rnogimilar
or alternative services from other third-party versd Our customer base includes enterprises opgritia variety
of industries including automotive, electronicgtiitech, telecommunications, industrial, consunoerdg, paper
and paper products, office equipment, food and fagyes general retail industries and governments.

The Fleet Management Solutions (FM8)siness segment is our largest segment providihgdrvice leasing,
contract maintenance, contract-related maintenaammecommercial rental of trucks, tractors anddraito
customers principally in the U.S., Canada and th€ BMS revenue and assets in 2007 were $3.79bidind
$6.17 billion, respectively, representing 57% of coansolidated revenue and 90% of consolidatedssse

The Supply Chain Solutions (SCl8)siness segment provides comprehensive supplg cbasulting including
distribution and transportation services throughdaotth America and in Latin America, Europe andaA$SCS
revenue in 2007 was $2.25 billion, representing 34%ur consolidated revenue.

The Dedicated Contract Carriage (DCChusiness segment provides vehicles and driveraragfa dedicated
transportation solution in the U.S. DCC revenu2007 was $568 million, representing 9% of our ctidated
revenue.

2007 was a year of significant accomplishmentafyras we realized record earnings for the fowtisecutive
year, despite weakening economic conditions irlLtt& Continued development of our global sales@ratating
capabilities in each of our business segmentsjraged focus on financial discipline and cost anfétya
management while investing for strategic growthvjgted support for earnings expansion. Total revemag
$6.57 billion, up 4% from $6.31 billion in 2006, iéour operating revenue (total revenue less dnel
subcontracted transportation) measure was up $18@mor 4%. Operating revenue growth was driven b
contractual revenue growth in our SCS and FMS lagsisegments. The growth in SCS revenue was driven
primarily by new and expanded business and higblemves particularly in international markets servEige growtt
in FMS revenue was driven by higher full servicasie revenue resulting from higher lease rates asithdss
expansion. Comparisons for 2007 were also impanyddvorable movements in foreign currency exchamadges of
1.2% related to our international operations.

Earnings from continuing operations grew to $25Hiom from $249 million in 2006 and earnings pelutid
common share from continuing operations increas&#t24 from $4.04 in 2006. Included in earningesrfr
continuing operations are certain items we do naosier indicative of our ongoing operations. Tblofving
discussion provides a summary of the 2007 and 2@@6ial items which are discussed in more detailigghout ou
MD&A and within the Notes to Consolidated Financsatements:

2007

» Earnings in 2007 included an after-tax gain of $ion, or $0.10 per diluted common share, relatethe
sale of property in the third quart:

» Earnings in 2007 included restructuring charge®8imillion after-tax, or $0.13 per diluted commdrage,
related to third quarter cost management and psaogsovement action
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Co ntinued)

« Earnings in 2007 included a fourth quarter incomelienefit of $3 million, or $0.06 per diluted commm
share, associated primarily with the reductionefedred income taxes due to enacted changes ind2ena
tax laws.

2006

« Earnings in 2006 included an income tax benefftomillion, or $0.11 per diluted common share,
associated with the reduction of deferred incomedalue to enacted changes in Texas and Canadian ta
laws.

e Earnings in 2006 included a one-time, non-cashipareccounting charge of $4 million after-tax, &.(6
per diluted common share, to properly account farservice costs related to retiree pension benef
improvements made in 1995 and 20

Excluding the special items listed above, comparahinings from continuing operations were $25H%anil up
2% from $246 million in 2006. Comparable earningsrf continuing operations per diluted common sharee
$4.21, up 6% from $3.99 in 2006. All business segsieontributed to the improved results. The egigrowth
was driven primarily by lower pension and safety arsurance costs and contractual revenue growthiinaur
FMS business segment, which more than offset tipadiof a soft commercial rental market in FMSZ007.

With the continuing improvements in earnings anshddows over the past four years, we repurchagetbof
3.9 million shares of common stock in 2007 for $2@8ion. We also increased our annual dividendLB$o to
$0.84 per share of common stock. In addition, du#i607, we acquired Pollock NationaLease and paidriillion.

Capital expenditures decreased to $1.19 billionmaned with $1.76 billion in 2006. The reductiorcapital
expenditures reflects lower full service lease glghspending for replacements and expansion cbmest fleets.
Our debt decreased from $2.82 billion at DecemiieB06 to $2.78 billion at December 31, 2007 duienproved
operating cash flows and proceeds from the salevahue earning equipment offset by spending requ suppol
the contractual full service lease business ancesiepurchase programs. Our debt to equity ratio décreased to
147% from 164% in 2006. Our total obligations (irdihg off-balance sheet debt) to equity ratio daseel to 157%
from 168% in 2006.

2008 Outlook

Our outlook for 2008 is positive, despite uncetttaiof U.S. economic conditions. Our efforts wilkfgs on the
implementation of our contractual revenue growthtsgies, including the evaluation of selectiveussitjons,
across all business segments while retaining filmhdéscipline. Total revenue is targeted to dezlioy 6% while
operating revenue is expected to increase by 5% 2008 forecast for total revenue includes the ahpanet
revenue reporting in 2008 for subcontracted trartafion revenues previously reported on a grossh8se Note :
“Summary of Significant Accounting Policies — ReuerRecognition” for additional information. We wélso
continue to focus on cost and safety managemenparogss improvement actions that complement cawtlr
strategies and establish a foundation for sustérahbg-term profitable growth. As a result, we egpearnings per
diluted common share in 2008 to grow by 7% to 1@¥hgared to 2007 comparable earnings per dilutedraam
share.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Co ntinued)

CONSOLIDATED RESULTS
Years ended December Change
2007. 2006
2007 2006 2005 2006 2005
(Dollars in thousand:
except per share amoun

Earnings from continuing operations before income$ $405,46: 392,97. 357,08¢ 3% 10
Provision for income taxe 151,60: 144,01: 129,46( 5 11
Earnings from continuing operatio $253,86. 248,95¢ 227,62¢ 2% 9
Per diluted common sha $ 4.24 4.04 3.5¢ 5% 14
Net earning®) $253,86. 248,95¢ 226,92¢ 2% 10
Per diluted common sha $ 4.24 4.04 3.52 5% 15
Weightec-average shares outstand— Diluted 59,84t 61,57¢ 64,56( ()% 5)

(1) Net earnings for 2005 included (i) income from distinued operations associated with the reductibmsurance reserves related
discontinued operations resulting in an after-tanbfit of $2 million, or $0.03 per diluted commdare, and (ii) the cumulative effect of a
change in accounting principle for costs associat&tth the future removal of underground storagekaresulting in an after-tax charge of
$2 million, or $0.04 per diluted common she

Earnings from continuing operations before incomes$ (NBT) increased to $405 million in 2007 conepar
with $393 million in 20086, reflecting the benefds(i) lower pension costs; (ii) contractual revergrowth in the

FMS business segment (iii) lower safety and instearosts; (iv) lower incentiveased compensation; and (v) lov

depreciation as a result of our annual depreciaBeiew implemented January 1, 2007. Our 2007 NB® a

benefited from a gain on sale of property of $10iom. These items more than offset the significampact of weak

U.S. commercial rental market demand and lower uséitle sales results in our FMS business segr@ant2006

NBT was impacted by a o-time charge of $6 million to properly account fmior service costs related to retiree

pension benefit improvements made in 1995 and 2B&fhings from continuing operations increased to

$254 million in 2007 compared with $249 million2006. Earnings from continuing operations in 20@duded an

income tax benefit of $3 million, or $0.06 per ddd common share, associated with the reductiaefefired

income taxes due primarily to enacted changes ma@ian tax laws. Earnings from continuing operaion2006
included an income tax benefit of $7 million, or. D per diluted common share, associated withetaation of
deferred income taxes due to enacted changes msTand Canadian tax laws. Earnings per diluted camshare
growth in 2007 exceeded the net earnings growthredtecting the impact of share repurchase program

NBT increased to $393 million in 2006 compared vi@57 million in 2005, reflecting better operating
performance in all business segments. The 200Gbpegmerformance improvement was driven by cotiigc
revenue growth in each of our business segmenishwiore than offset the impact of a soft comméireiatal
market on our FMS business segment results ingbensl half of 2006. Our 2006 NBT was impacted loye-time
charge of $6 million to properly account for prgarvice costs related to retiree pension benefitdvements made
in 1995 and 2000. Earnings from continuing operetimcreased to $249 million in 2006 compared with
$228 million in 2005. Earnings from continuing oggons in 2006 included an income tax benefit oh$lfion, or
$0.11 per diluted common share, associated withetiection of deferred income taxes due to enathedges in
Texas and Canadian tax laws. Earnings from com@aperations in 2005 included a state income ¢aefit of
$8 million, or $0.12 per diluted common share, aigged with the reduction of deferred income tarethe State of
Ohio. Earnings per diluted common share growthdid&exceeded the net earnings growth rate reftpttia impac
of share repurchase programs.

See subsequent discussion within “Consolidated IR&@ind “Operating Results by Business Segment” fo
additional information on the results noted above.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Co ntinued)

Years ended December Change
2007, 2006,
2007 2006 2005 2006 2005
(Dollars in thousands

Revenue
Fleet Management Solutiol $4,162,64. 4,096,041 3,921,19 2% 4
Supply Chain Solution 2,250,28: 2,028,48 1,637,82 11 24
Dedicated Contract Carrial 567,64( 568,84: 543,26¢ — 5
Eliminations (414,57) (386,739 (361,439 ) @)
Total $6,565,99! 6,306,64. 5,740,84 4% 10
Operating revenu®) $4,636,55 4,454,23. 4,210,88. 4% 6

(1) We use operating revenue, a non-GAAP financial oreaso evaluate the operating performance of ausibesses and as a measure of
sales activity. FMS fuel services revenue netlated intersegment billings, which is directly ingped by fluctuations in market fuel prices,
is excluded from the operating revenue computa®fuel is largely a pass-through to our custonfersvhich we realize minimal changes
in profitability during periods of steady markeefiprices. However, profitability may be positivelynegatively impacted by increases or
decreases in market fuel prices during a shortqeknf time as customer pricing for fuel servicegsstablished based on market fuel costs.
Subcontracted transportation revenue in our SCSREE business segments is excluded from the opgregvenue computation as
subcontracted transportation is largely a pass-tigh to our customers and we realize minimal chamg@sofitability as a result of
fluctuations in subcontracted transportation. Refethe section title“Non-GAAP Financial Measuresfor a reconciliation of total reveni
to operating revenue

Total revenue increased 4% to $6.57 billion in 260mpared with 2006. Total revenue growth was drive
contractual revenue growth in our SCS and FMS lassisegments, and by favorable movements in foreign
currency exchange rates related to our interndtigperations, offset partially by a decline in Fid@nmercial
rental revenue. SCS revenue growth was due priynarihew and expanded business. Contractual revgnaoweh in
our FMS segment, principally full service leaseemawe, resulted from new contract sales and le@d&cements
beginning in the second half of 2006. We realizacenue growth in all geographic markets servedM$ i 2007.
Total revenue in 2007 included a favorable foresgohange impact of 1.2% due primarily to the sttieeging of
the Canadian dollar and British pound.

All business segments reported revenue growth @ 2Revenue growth for FMS was driven by highef fue
services revenue, primarily as a result of higlverage fuel prices from increased fuel costs, aglen full service
lease revenue resulting from increased lease aatt®ew contract sales. SCS revenue growth wapriaarily to
increased volumes of managed subcontracted trat@asiparand higher volumes and new and expanded&ssi
DCC revenue growth was due to expanded and newdsnssias well as pricing increases associated vgtiehfuel
costs. Revenue comparisons were also impactedvbyalale movements in foreign currency exchangesnatated
to our international operations. Total revenueudeld a favorable foreign currency exchange impt@t8% due
primarily to the strengthening of the Canadianato#ind Brazilian real.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Co ntinued)

Our FMS segment leases revenue earning equipmdngramides fuel, maintenance and other ancillaryises
to our SCS and DCC segments. Eliminations relaietés-segment sales that are accounted for a satalar to
those executed with third parties. The increasediminations in 2007 and 2006, reflects primatflg pass-through
of higher average fuel costs.

Years ended December Change
2007, 2006,
2007 2006 2005 2006 2005
(Dollars in thousands
Operating expense (exclusive of items shown seggji $2,776,99 2,735,75; 2,587,73. 2% 6
Percentage of reveni 42% 43% 45%

Operating expense increased in 2007 compared 1 iBGfbnjunction with the growth in operating reueras
well as higher fuel costs due to higher averagekatgrrices. Fuel costs are largely a pass-throogiustomers for
which we realize minimal changes in profitabilityrthg periods of steady market fuel prices. Thedase in
operating expense was partially offset by loweesafnd insurance costs due to favorable developimemior
year? self-insured loss reserves. In recent yearsdewelopment has been favorable compared to hiataétected
loss development factors because of improved safatfprmance, payment patterns and settlementrpattBuring
2007, 2006 and 2005, we recorded a benefit of $ilom $12 million and $7 million, respectivelyp reduce
estimated prior years’ self-insured loss resereestfe reasons noted above.

Operating expense grew in 2006 principally as altes higher fuel costs due to higher average regpkices.
The revenue growth from each business segmenydirgl fuel, also contributed to the increase inrafieg

expenses.
Years ended December Change
2007, 2006,
2007 2006 2005 2006 2005
(Dollars in thousands
Salaries and employ-related cost $1,410,38 1,397,39. 1,262,16! 1% 11
Percentage of reveni 21% 22% 22%
Percentage of operating rever 30% 31% 30%

Salaries and employee-related costs increasedin @mpared to 2006 primarily as a result of nindteases
and higher outside labor costs from new and exghbdsiness in our SCS business segment offseaibatiy
lower pension expense and incentive-based compensaAterage headcount increased 2% in 2007 cordpaité
2006. The number of employees at December 31, R@0&ased to approximately 28,800 compared witbXBat
December 31, 2006.

Pension expense totaled $29 million in 2007 contbai¢h $70 million in 2006. The decrease in 2007igien
expense is due to (i) higher expected return oetasscause of prior year actual returns and darioins, and
(i) the impact of higher interest rate levels adember 31, 2006. Pension expense in 2006 wasatseted by a
pension accounting charge of $6 million ($4 millafter-tax), which represented a one-time, non-casinge to
properly account for prior service costs relatecetaree pension benefit improvements made in #852000. The
impact of this one-time charge was partially offsgta reduction of our 2006 pension expense of Hom
($3 million after-tax) resulting from the interiremeasurement of plan assets and pension obligatient the
removal of a substantive commitment. All other @ases to pension expense primarily impact our Fisbss
segment, which employs the majority of our empleywho participate in the primary U.S. pension pfan.
January 5, 2007, our Board of Directors approvedraandment to freeze U.S. pension plans effectagebber 3.
2007 for current participants who did not meetaiargrandfathering criteria. As a result, these leyges ceased
accruing further benefits after December 31, 208¥ lzegan participating in an enhanced 401(k) ($&e. Note 23,
“Employee Benefit

23




Table of Contents

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Co ntinued)

Plans,” in the Notes to Consolidated Financial Stegnts, for additional information regarding thiéems. We
expect pension expense on a pre-tax basis to deceggoroximately $21 million in 2008 because offtheze of
U.S. pension plans. However, we expect this deereabe principally offset by our new enhanced kpplan. Our
2008 pension expense estimates are subject to etimsgd upon the completion of the actuarial aisalgs all
pension plans. See the section titled “Critical @unting Estimates-Pension Plans” for further distuson pension
accounting estimates.

Our incentivebased compensation program is comprised of anasal incentive awards, amounts earned (
discontinued cash-based long-term incentive plads4®1(k) company contributions which are basethen
achievement of certain levels of financial perfont@ generally over one fiscal year. The performanetics and
targets are based on internal business plans amer@ound operating revenue, earnings, earniagshare and
return on capital. Incentive-based compensatiorres® decreased $15 million in 2007 compared to,206/e
achieved a lower level of performance relativeatget in the current year.

Salaries and employee-related costs and salariberaployee-related costs as a percentage of opgrati
revenue increased in 2006 compared with 2005 piliyreas a result of added headcount, increasedamitabor
costs to support the growth in our SCS and DCCragsi segments, higher share-based compensatidvigiuea
employee benefit costs. Average headcount incred#eith 2006 compared with 2005. Additionally, omdary 1,
2006, we adopted SFAS No. 123R and recognized $lliomof additional share-based compensation ezpén
2006. See Note 22, “Share-Based Compensation Piarike Notes to Consolidated Financial Statemémts
additional information. Pension expense also irggda&11 million in 2006 to $70 million compared@05.

Years ended December Change
2007, 2006,
2007 2006 2005 2006 2005
(Dollars in thousands
Subcontracted transportati $950,50( 865,47 638,31¢ 10% 36
Percentage of reveni 14% 14% 11%

Subcontracted transportation expense represeigbtirmanagement costs on logistics contracts fachvive
purchase transportation from third parties. Dug8§7 and 2006, subcontracted transportation experaa SCS
business segment grew due to increased volumesight management activity from new and expandesiness
and higher average pricing on subcontracted fraights, resulting from increased fuel costs.

Subcontracted transportation expense is directhacted by whether we are acting as an agent azipahin
our transportation management contracts. To thenéxthat we are acting as a principal, revenuepsnted on a
gross basis and carriage costs to third partiesearded as subcontracted transportation exp&hgeimpact to net
earnings is the same whether we are acting asert agprincipal in the arrangement. Effective Jagul, 2008, ot
contractual relationship with a significant custerokanged, and we have determined, after a foravédw of the
terms and conditions of the services, we will béngcas an agent in the arrangement. As a rebgltatmount of tot:
revenue and subcontracted transportation expenisgdagiease in the future due to the reportingesenue net of
subcontracted transportation expense. During 22006 and 2005, contract revenue associated witpthition of
the subcontracted transportation contract tota@D$nillion, $565 million and $360 million, respizety.

Years ended December Change
2007/ 2006,
2007 2006 2005 2006 2005
(Dollars in thousands
Depreciation expens $815,96. 743,28{ 740,41! 10% —
Gains on vehicle sales, r (44,0949 (50,76€ (47,099 13 8
Equipment rente 93,337 90,137 87,32« 4 3
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Depreciation expense relates primarily to FMS rexeegarning equipment. Depreciation expense incte@ase
$816 million in 2007 compared to $743 million inG&) reflecting higher average vehicle investmentnfipurchase
during the past two years. In addition, adjustménthe carrying value of vehicles held for saleeeded prior year
levels by $18 million due to wholesale activity éakthis year in light of increased average inventevels. This
2007 activity does not reflect our long-term expéons of residual values for revenue earning aqaift.
Depreciation expense increased slightly in 2006743 million compared to $740 million in 2005, ezfting the
impact of a higher average vehicle investment aclpses during 2006. These changes were partiédigtdy the
impact of a lower average fleet count. Both 200d 2006 benefited from adjustments made to residalaks as
part of our annual depreciation review.

We periodically review and adjust residual valuesgrves for guaranteed lease termination valugsiseful
lives of revenue earning equipment based on cuanethiexpected operating trends and projected adddizalues.
See the section titled “Critical Accounting Estiest— Depreciation and Residual Value Guaranteesufther
discussion. While we believe that the carrying ealand estimated sales proceeds for revenue eauingment ai
appropriate, there can be no assurance that aatatem in economic conditions or adverse charigexpectations
of future sales proceeds will not occur, resulimgpwer gains or losses on sales. At the end 672Q006 and 200
we completed our annual depreciation review ofréfsédual values and useful lives of our revenueiagr
equipment. Our annual review is established wittng-term view considering historical market pratenges,
current and expected future market price trendseebed life of vehicles and extent of alternatigesis Based on the
results of the 2007 review, the adjustment to 20&&eciation is not significant. Based on the itssofl our 2006
and 2005 analysis, we adjusted the residual valfiesrtain classes of our revenue earning equipefiéattive
January 1, 2007 and 2006. These residual valuggesancreased pre-tax earnings for 2007 by appabeiy
$11 million compared to 2006 and increased prestarings for 2006 by approximately $13 million carg to
2005.

Gains on vehicle sales, net decreased in 2007 aechpédth 2006 due to a decline in the average mwice
vehicles sold mostly as a result of wholesale #@gttaken to reduce excess used truck inventovidwlesale prices
are lower than our retail prices and result in Iog&ns per unit. The decrease was offset partigllg 21% increas
in the number of vehicles sold in 2007 compareh &Q06. Based on our used truck inventory at Deegr8b,
2007, we expect the level of wholesale activitgéarease in 2008. Gains on vehicle sales, netaseckin 2006
compared with 2005 due to improved average prioimgehicles sold, which more than offset the decilimthe
number of vehicles sold.

Equipment rental consists primarily of rent expeftsd=MS revenue earning equipment under leaseipBtgnt
rental increased $3 million in 2007 as a resuthefsale and leaseback of $150 million of reverarairg equipme!
completed in May 2007.

Years ended December Change
2007/ 2006/
2007 2006 2005 2006 2005
(Dollars in thousands
Interest expens $160,074 140,561 120,474 14% 17
Effective interest rat 5.6% 5.7% 5.6%

Interest expense totaled $160 million in 2007 compdo $141 million in 2006 and $120 million in )0 he
growth in interest expense reflects higher avetsis levels to support capital spending, principafi our
contractual full service lease business, the fundinglobal pension contributions in 2006 and shapeirchase

programs.
Years ended December Change
2007/ 2006/
2007 2006 2005 2006 2005
(Dollars in thousands
Miscellaneous income, n $(15,904  (11,732) (8,944) 36% 31
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Miscellaneous income, net consists of investmertrime on securities used to fund certain benefitgyla
interest income, (gains) losses from sales of ptgpfreign currency transaction (gains) lossesl, ather non-
operating items. Miscellaneous income, net incré&s&16 million in 2007 compared to $12 million2606
because of a $10 million gain recognized on the shproperty. See Note 9, “Operating Property Bqdipment,”
in the Notes to Consolidated Financial Statememtadditional information. Miscellaneous incomet, foe 2007
also increased by $2 million as a result of a fabtg contractual litigation settlement in the cotrgear compared
an unfavorable settlement in the prior year. THagerable items were offset by (i) $3 million ofdational foreign
currency transaction losses compared to 2006 @)06 business interruption insurance claim regofrem
hurricane-related losses of $3 million ($2 milliaithin our FMS business segment and $1 million imitbur DCC
business segment) and (iii) a one-time recove2afillion in 2006 for the recognition of commoiock received
from mutual insurance companies.

Miscellaneous income, net increased to $12 miliimA006 compared to $9 million in 2005 due to the
previously mentioned 2006 $3 million business intption insurance claim and $2 million recovery thoe
recognition of common stock received from mutualince companies, as well as better market peaforenof
investments classified as trading securities. Tleserable comparisons were partially offset bylai§illion 2006
charge related to the settlement of litigation asged with a discontinued operation, as well 2005 one-time
recovery of $3 million of project costs incurredaror years.

Years ended December

2007 2006 2005
(In thousands
Restructuring and other charges, $13,26¢ 3,56</ 3,37¢

2007 Activity

Restructuring and other charges, net in 2007 rlatienarily to $11 million of employee severancel &enefit
costs incurred in connection with global cost sgsimitiatives and $1 million of facility and redat costs. We
approved a plan to eliminate approximately 300twss as a result of cost management and procgesvwement
actions throughout our domestic and internatiopalrations and Central Support Services (CSS). Weatxo
realize annual pre-tax cost savings of up to $2bamifrom these initiatives once all employee sewee actions
have been completed. Most severance actions wilbstantially completed in the first quarter 0602@nd
approximately $20 million of cost savings is exjeekcto be realized in 2008.

Restructuring and other charges, net also incladelshrge of $1 million incurred to extinguish detoees that
were originally set to mature in 2017. The chargduded the premium paid on the early extinguishtroédebt anc
the write-off of related debt discount and issuacmsts. We expect to realize annual pre-tax intes@sngs of
approximately $2 million from the early extinguisent of these debentures.

2006 Activity

During 2006, we recorded net restructuring androtharges of $4 million that primarily consistedeairly deb
retirement costs and employee severance and bensf# incurred in connection with global cost sgsiinitiatives
The majority of these charges were recorded duliadourth quarter. These charges were partiafgetby
adjustments to prior year severance and employlagdeaccruals and facility charges. By Decembe2B07, the
2006 actions were completed and the cost reductisssciated with these activities benefited saai employee-
related costs in the latter half of 2007.

As part of ongoing cost management actions, weriedus2 million of costs in the fourth quarter tdieguish
debentures that were originally set to mature ib620 he total debt retirement costs consisted ®ptlemium paid
on the early extinguishment and the write-off & telated debt discount and issuance costs. Wigaeainual pre-
tax interest savings of approximately $2 millioarfr the early extinguishment of these debenture200®, we also
approved a plan to eliminate approximately 150tpwss as a result of
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ongoing cost management and process improvemeaansdhroughout our domestic and international tess
segments and CSS. The charge related to thesesiduded severance and employee-related cdatstp

$1 million. During 2006, we also had employee-rdisaccruals and facility charges recorded in pestructuring
charges that were adjusted due to subsequentmedints in estimates.

2005 Activity

During 2005, we approved a plan to eliminate apipnaxely 160 positions as a result of ongoing cost
management and process improvement actions inamestic and international FMS and SCS business esaigm
and CSS. The charge related to these actions iedlseverance and employedtated costs totaling $3 million. Cc
reductions associated with these actions benefataties and employeelated costs beginning in the first quarte
2006. Many of the eliminated positions in our dotitesperations were impacted by the decision tsautce
certain administrative finance functions to lowestforeign providers and maximize our technolaggources. We
also closed two administrative offices in the LhS a result of the restructuring of our FMS donadstisiness
operations and recorded a charge for future cagim@ats related to lease obligations. Also in 200&nagement
approved and committed to a plan to transitionadembutsourced telecommunication services to Rgdgsloyees.
In accordance with the terms of this service agm#nwe notified the information technology sergiggovider of
our intent to terminate the services and recordedges totaling nearly $1 million for contract témation costs. In
2006, the transition activities were completed eost reductions associated with the terminatiothe$e services
benefited operating expenses in the latter pa20066. These charges were partially offset by relersf prior year
severance and employee-related accruals due teenedints in estimates.

See Note 5, “Restructuring and Other Charges liénNotes to Consolidated Financial Statementsuiohér

discussion.
Years ended December Change
2007, 2006
2007 2006 2005 2006 2005
(Dollars in thousands
Provision for income taxe $151,60: 144,01: 129,46( 5% 11
Effective tax rate 37.4% 36.6% 36.3%

The 2007 effective income tax rate included a aetoenefit of $5 million from the reduction of defd
income taxes as a result of enacted changes Iawaxin various jurisdictions. The 2006 effectineome tax rate
included a tax benefit of $7 million from the retion of deferred income taxes as a result of enlac@nges in
Texas and Canadian tax laws. The 2005 effectiveaixincluded a tax benefit of $8 million assomifvith the
State of Ohio enacted tax legislation, which phasgghe Ohio corporate franchise tax and phasasiew gross
receipts tax called the Commercial Activity Tax (Cfover a five-year period. See Note 14, “Incomaés” in the
Notes to Consolidated Financial Statements foh&rrtliscussior
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OPERATING RESULTS BY BUSINESS SEGMENT

Years ended December Change
2007, 2006,
2007 2006 2005 2006 2005
(Dollars in thousands
Revenue
Fleet Management Solutiol $4,162,64. 4,096,041 3,921,19 2% 4
Supply Chain Solution 2,250,28: 2,028,48' 1,637,821 11 24
Dedicated Contract Carrias 567,64( 568,84: 543,26¢ — 5
Eliminations (414,57) (386,739 (361,43) (7) @)
Total $6,565,99! 6,306,64. 5,740,84 4% 10

Operating Revenut

Fleet Management Solutio $2,979,411 2,921,06. 2,864,93. 2% 2
Supply Chain Solution 1,314,53 1,182,92! 1,015,833 11 16
Dedicated Contract Carrial 552,89: 548,93: 526,94: 1 4
Eliminations (210,28) (198,687 (196,82) (6) @
Total $4,636,55 4,454,23 4,210,88. 4% 6
NBT:
Fleet Management Solutiol $ 373,69 368,06¢ 354,35 2% 4
Supply Chain Solution 63,22: 62,14« 39,39: 2 58
Dedicated Contract Carrial 47,40¢ 42 ,58¢ 35,12¢ 11 21
Eliminations (31,249 (33,73) (32,660 7 3
453,08: 439,07(  396,21! 3 11
Unallocated Central Support Servic (44,459 (39,48¢) (35,75) (13 (20
Restructuring and other charges, net and othesi®) (3,159 (6,610 (3,376 NM NM
Earnings from continuing operations before incomests $ 405,46 392,97 357,08t 3% 10

(1) Includes the gain on sale of property of $10 millrecorded in 2007 and the 2006 net retirement plaarges of $3 million. See Note
“Operating Property and Equipment,” in the Notes@onsolidated Financial Statements for additiomdbrmation on the gain on sale of
property. See Note 2“Employee Benefit Plans,” in the Notes to Consol@hFinancial Statements for additional informatiom the
2006 net retirement plan charge

As part of management’s evaluation of segment dipgrperformance, we define the primary measurerognt
our segment financial performance as “Net BefoneeFa(NBT), which includes an allocation of CSS axdludes
restructuring and other charges, net, the 2007 gaisale of property described in Note 9, “Opemafmoperty and
Equipment,” and certain 2006 net retirement plasrgbs described in Note 23, “Employee Benefit Blanghe
Notes to Consolidated Financial Stateme

Our FMS segment leases revenue earning equipmdngramides fuel, maintenance and other ancillaryises
to our SCS and DCC segments. Inter-segment revemi&BT are accounted for at rates similar to tleoseuted
with third parties. NBT related to inter-segmentiiggnent and services billed to customers (equiproentribution)
are included in both FMS and the business segmiictvgerved the customer and then eliminated (ptedeas
“Eliminations”).
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The following table sets forth equipment contribatincluded in NBT for our SCS and DCC segments:

Years ended December
2007 2006 2005
(In thousands

Equipment Contributior

Supply Chain Solution $16,28: 16,98: 15,86(
Dedicated Contract Carrias 14,96¢ 16,74¢ 16,80(
Total $31,24¢ 33,73. 32,66(

The following table provides a reconciliation adrits excluded from our segment NBT measure to their
classification within our Consolidated StatemeritEarnings:

Consolidatec

Statements of Earnin Years ended December
Description Line ltem® 2007 2006 2005
(In thousand:
Severance and employ-related cost Restructuring  $(10,447) (1,04¢) (2,449
Facilities and related cos Restructuring (1,247 (199 (181
Early retirement of det Restructuring (2,280 (2,147 —
Contract termination and transition ca Restructuring (30€) (181) (74¢6)
Restructuring and other charges, (13,269 (3,564 (3,37¢)
Gain on sale of proper( Misc. Income  10,11( — —
Pension accounting char®) Salaries — (5,872 —
Pension remeasurement ben® Salaries — 4,667 —
Postretirement benefit plan chai®) Salaries — (1,842) —
Restructuring and other charges, net and othessi $ (3,159 (6,617 (3,376)

(1) Restructuring refers to tt“Restructuring and other charges, net;” Salariedess to “Salaries and employee-related costs;” diisc.
Income refers t“ Miscellaneous income, " on our Consolidated Statements of Earnir

(2) See Note ¢ Operating Property and Equipme” in the Notes to Consolidated Financial Statememtadlditional information
(3) See Note 2 Employee Benefit Plar” in the Notes to Consolidated Financial Statememtsdditional information

CSS represents those costs incurred to suppditisitiess segments, including human resourcescénan
corporate services and public affairs, informatiechnology, health and safety, legal and corparatemunications
The objective of the NBT measurement is to prowidegity on the profitability of each business segirend,
ultimately, to hold leadership of each businessrsad and each operating segment within each bissssggnent
accountable for their allocated share of CSS c&&gment results are not necessarily indicatithefesults of
operations that would have occurred had each sddgmen an independent, stand-alone entity duriagpériods
presented. Certain costs are considered to be @agnhot attributable to any segment and remairagzaéd in
CSS. Included within the unallocated overhead ramgiwithin CSS are the costs for investor relaiqrublic
affairs and certain executive compensation. See R6} “Segment Reporting,” in the Notes to Consaéd
Financial Statements for a description of how #raainder of CSS costs is allocated to the bussegments.
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Fleet Management Solutions

Years ended December Change
2007/ 2006,
2007 2006 2005 2006 2005
(Dollars in thousands

Full service leas $1,965,30! 1,848,14. 1,785,60! 6% 4

Contract maintenanc 159,63! 141,930 134,49: 12 6

Contractual revenu 2,124,94. 1,990,07- 1,920,09 7 4

Contrac-related maintenanc 198,74° 193,13: 191,12¢ 3 1

Commercial rente 583,33t 665,73( 686,34 (12 3

Other 72,39( 72,12¢ 67,36: — 7

Operating revenu®) 2,979,411 2,921,06; 2,864,93. 2 2

Fuel services revent 1,183,22¢ 1,174,98. 1,056,26! 1 11

Total revenue $4,162,64. 4,096,041 3,921,19: 2% 4

Segment NB1 $ 373,69 368,06¢ 354,35: 2% 4
Segment NBT as a % of total rever 9.0% 9.0% 9.0% —bps —bps
Segment NBT as a % of operating reve®) 12.5% 12.6% 12.4% (10) bps 20bps

(1) We use operating revenue, a non-GAAP financial oreaso evaluate the operating performance of oMSbusiness segment and as a
measure of sales activity. Fuel services reventgwis directly impacted by fluctuations in markel prices, is excluded from our
operating revenue computation as fuel is largepaas-through to customers for which we realize méhichanges in profitability during
periods of steady market fuel prices. However,itability may be positively or negatively impactegsudden increases or decrease
market fuel prices during a short period of timecastomer pricing for fuel services is establisbaded on market fuel cos

2007 versus 2006

Total revenue increased 2% in 2007 to $4.16 biltiompared to $4.10 billion in 2006 and operatingereie
increased 2% in 2007 to $2.98 hillion compared2®$ billion in 2006, due to contractual revenuevgh offset by
decreased commercial rental revenue. Total ancatipgrevenue in 2007 also included a favorableifpr
exchange impact of 1.0% and 1.3%, respectively.

Contractual revenue growth was realized in both Fivt®luct lines in 2007. Full service lease revegnasv 6%
due to higher new contract sales and lease repkasrn all geographic markets served. Contrachteaance
revenue increased 12% due primarily to new congalets. We expect favorable contractual revenugaadsons to
continue in the near term due to recent acquisiteomd increased contract sales. Commercial restehue
decreased 12% in 2007 due to weak U.S. market derivde reduced our rental fleet size throughoutytre in
response to weak demand. The average U.S. resgdlsize declined 10% in 2007 compared to 2006eXpect
commercial rental revenue comparisons to improomf2007 levels as our fleet count has stabilized.
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The following table provides rental statistics floe U.S. fleet, which generates more than 80%taf to
commercial rental revenue:

Years ended December Change
2007/ 2006/
2007 2006 2005 2006 2005
(Dollars in thousands
Non-lease customer rental rever $259,72. 282,52{ 296,43! (8)% )
Lease customer rental rever(l) $210,65° 277,46. 284,18° (24)% 2
Average commercial rental fleet si— in service®@ 29,60( 32,80( 33,90( (10% 3

Average commercial rental power fleet s— in service@.® 21,100 24,10( 24,20( (12)% —

Commercial rental utilizatio— power fleel 71.0% 71.9% 74.6% (90) bps (27C) bps

(1) Lease customer rental revenue is revenue from kestacles provided to our existing full servicage customers, generally during pe
periods in their operation:

(2) Number of units rounded to nearest hundred anduated using average coun
(3) Fleet size excluding trailer.

FMS NBT increased $6 million in 2007 due primatilyimproved contractual business performance awero
pension expense of $32 million. This improvemens wartially offset by a substantial decline in coenaml rental
results due to a lower rental fleet and, to a leegtent, reduced pricing as well as lower usedokelsales results.
Used vehicle sales results in 2007 were impactehiddyer carrying costs on an increased inventonysefd vehicles
held for sale in North America and lower gains frtva sale of used vehicles due to wholesale agtiaken to
reduce excess used truck inventories. FMS NBT weagstively impacted by $25 million in 2007 becaukbigher
valuation adjustments and lower gains on sale. &ggtion expense, although higher than 2006, beokfi
$11 million from our annual depreciation policy oga effective January 1, 2007. FMS NBT in 2007 &lsoefited
from lower safety and insurance costs and lowegrntige-based compensation of $4 million compare2D@6. The
decrease in safety and insurance costs was maielyadfavorable development in estimated prior yesglf-insurec
loss reserves of $11 million compared to $3 millier2006.

2006 versus 2005

Total revenue grew 4% in 2006 reflecting highell &exvices revenue as a result of higher averagjepfices.
Operating revenue increased 2% to $2.92 billiokd86 compared to $2.86 billion in 2005 due to $alivice lease
growth primarily in North America. Total revenuecinded a favorable foreign currency exchange impa6t3%.

Contractual revenue growth in 2006 was realizeabith FMS product lines. Full service lease revegnaev 4%
due to higher lease rates and higher levels of saiivity in North America. Contract maintenanegenue
increased 6% due primarily to new contract salesn@ercial rental revenue decreased 3% in 2006ctaftea
smaller average fleet and lower vehicle utilizatimm a weakening U.S. commercial rental market.

FMS NBT grew $14 million in 2006 primarily as a uéiof higher contractual revenue. The favorablpawt of
contractual revenue growth was partially offseréguced commercial rental volumes, higher salessantteting
expenses, compensation-related expenses and mggrest expense due primarily to planned highét tevels to
support investments in the full service lease rsgnpension contributions and share repurchases.
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Our global fleet of owned and leased revenue egrefuipment and contract maintenance vehicles is
summarized as follows (number of units roundedhéortearest hundred):

Years ended December Change
2007/ 2006/
2007 2006 2005 2006 2005
End of period vehicle count
By type:
Trucks 62,80( 65,20 63,20( (4)% 3
Tractors 50,40 56,10C 52,70 (10) 6
Trailers 40,40C 38,90C 40,60( 4 4)
Other 5,80( 5,70( 5,80( 2 2
Total 159,40( 165,90( 162,30( (4)% 2
By ownership
Owned 155,10( 160,80( 156,50( (4)% 3
Leasec 4,30( 5,10( 5,800 (16) (12
Total 159,40( 165,90( 162,30( (4)% 2
By product line:
Full service leas 114,20( 117,50C 113,70( 3)% 3
Commercial rente 34,10C 37,00C 38,40( (8) 4
Service vehicles and oth 3,60( 3,50( 3,30(C 3 6
Active units 151,80( 158,00( 155,40( 4 2
Held for sale® 7,60C 7,90C 6,90( (4) 14
Total 159,40( 165,90( 162,30( (4)% 2
Customer vehicles under contract maintens 31,50( 30,70C 26,40( 3% 16
Average vehicle coun
By product line:
Full service leas 115,200 114,600 114,40( 1% —
Commercial rente 35,70C 38,70C 40,20( 8 4
Service vehicles and oth 3,50( 3,30( 3,30( 6 —
Active units 154,40( 156,60( 157,90( () Q)
Held for sale® 9,40C 6,70C 7,000 4C 4
Total 163,80( 163,30( 164,90( —% @
Customer vehicles under contract maintens 30,80( 28,000 27,40( 10% 2

(1) Vehicles held for sale represent all units avaiafdr sale including units held for sale reportedfie following table for which no revenue
has been earned in the previous 30 days (refewes” NLE” units).

Note: Prior year vehicle counts have been restatecbnform to current year presentatic
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The totals in the table above include the followiragn-revenue earning equipment for the U.S. fleetrber of
units rounded to the nearest hundred):

Years ended December Change

2007/ 2006/

Number of Units 2007 2006 2005 2006 2005

Not yet earning revenue (NYI 90C 4,20C 1,70C (79% 147
No longer earning revenue (NLE

Units held for sald?) 5,40C 6,60C 5,50C (18) 20

Other NLE units 1,00C 1,90C 1,40C (47) 36

Total @ 7,30 12,70C 8,60C (43)% 48

(1) Total units held for sale in the U.S., includingsk that earned revenue in the previous 30 day® 400 vehicles at December 31, 2007,
7,600 vehicles at December 31, 2006 and 6,500 hashit December 31, 20C

(2) Nor-revenue earning equipment for FMS operations detsie U.S. totaled approximately 1,900 vehicld3etember 31, 2007, 1,700 at
December 31, 2006 and 1,500 vehicles at Decemhe2(8b, which are not included abo'

NYE units represent new vehicles on hand that aiegoprepared for deployment to a lease customit@the
rental fleet. Preparations include activities sasladding lift gates, paint, decals, cargo areaaifnideration
equipment. For 2007, the number of NYE units dessdacompared to prior year consistent with thecedwolume¢
of lease sales and replacement activity. NLE ueitsesent vehicles for which no revenue has beemedan the
previous 30 days. Accordingly, these vehicles mayeimporarily out of service, held for sale, bgimgpared for
sale or awaiting redeployment. For 2007, the nunob®&LE units decreased compared to the prior heaause of
increased commercial rental utilization, especiallthe second half of 2007, and increased whadesetivity to
reduce inventory levels. We expect the number oENits to decline in the near term as the numbegrdal units
being outserviced and the level of lease replacéativity slows during 2008.
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Supply Chain Solutions

Years ended December Change
2007/ 2006/
2007 2006 2005 2006 2005

(Dollars in thousands
U.S. operating revenu

Automotive and industrie $ 551,73( 495,36: 449,37t 11% 10
High-tech and consumer industri 288,91¢ 291,93! 252,03: Q) 16
Transportation manageme 32,59¢ 30,731 24,99 6 23
U.S. operating revent 873,23¢ 818,03! 726,40: 7 13
International operating reven 441,29 364,89. 28943. 21 26
Total operating revenu(®) 1,314,53. 1,182,92! 1,015,83. 11 16
Subcontracted transportati 935,75 845,56« 621,99. 11 36
Total revenu $2,250,28; 2,028,48' 1,637,82 11% 24
Segment NB $ 63,22 62,14+ 39,39. 2% 58
Segment NBT as a % of total rever 2.8% 3.1% 2.4% (30) bps  70bps
Segment NBT as a % of operating reve®) 4.8% 5.3% 3.9% (50) bps 14Cbps
Memo: Fuel cost(@) $ 124,51¢ 104,23: 91,97¢ 19% 13

(1) We use operating revenue, a non-GAAP financial omeaso evaluate the operating performance of c06®usiness segment and as a
measure of sales activity. Subcontracted transpioras excluded from our operating revenue compaitaas subcontracted transportation
is largely a pas-through to customers. We realize minimal changgsdfitability as a result of fluctuations in subtdoeacted transportatior

(2) Fuel costs are largely a pe-through to customers and therefore have a diregigich on revenue

2007 versus 2006

Total revenue grew 11% to $2.25 billion in 2007 pamed to $2.03 billion in 2006 as a result of ne a
expanded business, increased levels of managedraudcted transportation and favorable foreigneny
exchange rates slightly offset by the impact ofaificant automotive plant closure. SCS operatiegenue grew
11% in 2007. For 2007, SCS total revenue and opegratvenue included a favorable foreign currenahange
impact of 1.8% and 1.6%, respectively. Our largastomer, General Motors Corporation (GM), accodifioe
approximately 42% and 19% of SCS total revenueamedating revenue, respectively, in 2007, and msprised of
multiple contracts in various geographic regiong &pect favorable operating revenue comparisonsritnue in
the near term, although the percentage improvemaexpected to decline from current levels.

In transportation management arrangements whegctes principal, revenue is reported on a grosis fhar
subcontracted transportation services billed tocostomers. We realize minimal changes in profiitgtas a result
of fluctuations in subcontracted transportationtedbmining whether revenue should be reported assgwithin
total revenue) or net (deducted from total revelisibased on an assessment of whether we are astithg
principal or the agent in the transaction and imgsljudgment based on the terms and conditiortsecditrangemer
From time to time, the terms and conditions of mansportation management arrangements may chahiyh
could require a change in revenue recognition faognoss basis to a net basis or vice versa. OuG#ohP measur
of operating revenue would not be impacted by aaghan revenue reporting. Effective January 1, 2008
contractual relationship for certain transportatisanagement services changed, and we determinedadgbrmal
review of the terms and conditions of the servigeswill be acting as an agent in the arrangenfena result, the
amount of total revenue and
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subcontracted transportation expense will decriattee future due to the reporting of revenue riesubbcontracted
transportation expense. During 2007, 2006 and 2@¥enue associated with this portion of the catnaas
$640 million, $565 million and $360 million, respieely.

SCS NBT increased slightly in 2007 as a resulteaf and expanded business, particularly in inteonati
markets served, lower incentive-based compensafiéi million and lower safety and insurance cobte
decrease in safety and insurance costs in 2003iigyrdue to $6 million of favorable developmentistimated
prior years’ self-insured loss reserves comparektmillion in 2006. The increase in NBT was padlfiaffset by
the impact of a significant automotive plant clesand a $3 million net benefit recognized in themyear related
to a contract termination.

2006 versus 2005

SCS total revenue grew 24% in 2006 due to increaskone of managed subcontracted transportatigeni
customer volumes and new and expanded businefisridstry groups, Canada and Latin America. Opega
revenue grew 16% in 2006. SCS total revenue anchtipg revenue included a favorable foreign curyegxchang:
impact of 1.8% and 1.4%, respectively. In 2006, latgest customer, GM, accounted for approximad@ of SC
total revenue and 18% of SCS operating revenue.

SCS NBT improved $23 million in 2006 as a resultraf impact of higher volumes, new and expandeéhbs:
in all U.S. industry groups, better margins in Buazil operations and lower safety and insuranstscdn 2006,
SCS NBT was also favorably impacted by a contexchination totaling $3 million, net of variable cpensation.
The decrease in safety and insurance costs ini20@éinly due to $4 million of favorable developrhénestimater
prior years’ self-insured loss reserves comparekPtmillion in 2005.

Dedicated Contract Carriage

Years ended December Change
2007/ 2006/
2007 2006 2005 2006 2005
(Dollars in thousands

Operating revenu®) $552,89. 548,93. 526,94: 1% 4

Subcontracted transportati 14,74¢ 19,91. 16,327 (26) 22

Total revenue $567,64( 568,84. 543,26¢f —% 5

Segment NB $ 47,40¢ 42,58¢ 3512¢ 11% 21
Segment NBT as a % of total rever 8.4% 7.5% 6.5%  9Cbps 10Cbps
Segment NBT as a % of operating reve®@ 8.6% 7.8% 6.7%  8Cbps 11Cbps

Memo: Fuel cost® $107,14( 104,64 94,05: 2% 11

(1) We use operating revenue, a non-GAAP financial oreaso evaluate the operating performance of o@@business segment and as a
measure of sales activity. Subcontracted transpioras excluded from our operating revenue compareas subcontracted transportation
is largely a pas-through to customers. We realize minimal changgsadfitability as a result of fluctuations in subeacted transportatior

(2) Fuel costs are largely a pe-through to customers and therefore have a diregigich on revenue
2007 versus 2006

Operating revenue increased slightly in 2007 dugriting increases associated with higher fuelscoBbtal
revenue was flat in 2007 compared to 2006 becaudecpeased volumes of managed subcontracted tretatpn.

35




Table of Contents

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Co ntinued)

DCC NBT increased $5 million in 2007 as a resulbefter operating performance and lower safety and
insurance costs offset slightly by lower FMS equgmtncontribution. The decrease in safety and imag@&osts in
2007 includes $7 million of favorable developmenestimated prior years’ self-insured loss resecegspared to
$6 million in 2006.

2006 versus 2005

Total revenue and operating revenue grew 5% andd8pectively, in 2006 as a result of expandedrevd
business in the first half of 2006, as well asipgdncreases associated with higher average fstscDCC NBT
improved $7 million in 2006 due to new and expandesiness as well as lower safety and insurands obs
$4 million, including a hurricane-related recovefie decrease in safety and insurance costs ini2@igles
$6 million of favorable development in estimate@pyears’ self-insured loss reserves compare@tmiflion in
2005.

Central Support Services

Years ended December Change
2007, 2006,
2007 2006 2005 2006 2005
(Dollars in thousands
Human resource $ 15,867 14,78 14,64
Finance 55,99¢ 55,71 55,69
Corporate services and public affe 12,027 11,53(  13,02¢
Information technolog 52,75 53,28: 63,56¢
Health and safet 7,632 7,828 8,71
Other 46,20( 47,83 41,344
Total CSE 190,47 190,96° 196,99t —% (©)
Allocation of CSS to business segme (146,01) (151,48) (161,24H 4 6
Unallocated CS! $ 44,45¢ 39,48¢ 35,75 13% 10

2007 versus 2006

Total CSS costs in 2007 were flat compared to tiar gear. Current year CSS costs were impacted by
(i) higher severance and foreign currency transadbtisses; (ii) a non-cash compensation charg® ofifion
related to an adjustment in the amortization ofrigted stock units; and (iii) the one-time recovar 2006 of
$2 million associated with the recognition of commstock received from mutual insurance companibes& cost
increases were offset by lower incentive-based ewsation of $7 million and a prior year litigatisattlement
charge associated with a discontinued operatioallbtated CSS expense increased in 2007 becatmsghefr
foreign currency transaction losses, the adjustrimetiite amortization of restricted stock unit comgation expense
and higher severance expense offset partially Weldncentive-based compensation of $3 million Hrellitigation
settlement charge in the prior year.

2006 versus 2005

Total CSS costs in 2006 decreased because ofv@r lmformation technology costs from ongoing cost
containment initiatives; (ii) a one-time recovefy$@ million associated with the recognition of amon stock
received from mutual insurance companies in a [year; and (iii) lower spending in corporate seggias the prior
year included costs associated with the relocaifarur headquarters facility. These decreases sliglatly offset by
higher share-based compensation from expensing sfatons and litigation settlement costs assodiatith a
discontinued operation. Unallocated CSS expenseased in 2006 primarily as a result of higher stmsed
compensation expense.
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FINANCIAL RESOURCES AND LIQUIDITY
Cash Flows
The following is a summary of our cash flows fropeaating, financing and investing activities:

Years ended December
2007 2006 2005
(In thousands

Net cash provided by (used il

Operating activitie: $1,102,93' 853,58  779,06.
Financing activitie: (299,207 488,20: 241,50!
Investing activities (823,219 (1,339,55)) (988,85%)
Effect of exchange rate changes on ¢ 7,30z (2,329 (3,956)
Net change in cash and cash equival $ (12,180 (88) 27,75¢

A detail of the individual items contributing toetltash flow changes is included in the ConsolidStatements
of Cash Flows.

Cash provided by operating activities increasedltd 0 billion in 2007 compared to $854 million 0605,
because of higher cash-based earnings, reducedngapital needs primarily from improved accoutseivable
collections and lower income tax payments of $8lfianiand lower pension contributions of $70 miflicCash use
in financing activities was $299 million in 2007rapared with cash provided of $488 million in 20Q&sh used in
financing activities in 2007 reflects lower borroygineeds and higher share repurchase activity. Caeshin
investing activities decreased to $823 million @02 compared with $1.34 billion in 2006 as a restilower cash
payments for vehicle capital spending, a $150 amlBaleleaseback transaction completed during the secoade
of 2007 and higher proceeds associated with séleseal vehicles. These items were partially offgehigher
acquisition-related payments.

Cash provided by operating activities increase20i@6 compared with 2005, because of higher casbebas
earnings and lower income tax payments which wartghly offset by higher pension contributionsifl7 million.
In 2005, net cash provided by operating activities impacted by U.S. federal income tax paymen$l@t million
made in connection with the resolution of our fadl@rcome tax audit for the 1998 to 2000 tax perlodome tax
payments in 2006 also included $85 million defefredh 2005 due to hurricane relief provisions eaddh 2005.
Cash provided by financing activities in 2006 wd8& million compared with $242 million in 2005. Ggsrovided
by financing activities in 2006 reflects higher tlebrrowings used to fund increased vehicle capjaihding,
higher pension contributions and share repurch&saesh used in investing activities increased t84billion in
2006 compared with $989 million in 2005, due toheigvehicle capital spending, principally leaseigiehspending
for replacement and expansion of customer fleeis aa increase in restricted cash associated dth t
implementation of the vehicle like-kind exchange paogram in 2006.

Our principal sources of operating liquidity arelcdrom operations and proceeds from the salevefinge
earning equipment. We refer to the sum of operatagh flows, proceeds from the sales of revenudrear
equipment and operating property and equipmerg,aad leaseback of revenue earning equipmentctiols on
direct finance leases and other cash inflows asl“tash generated.” We refer to the net amounash generated
from operating and investing activities (excludofanges in restricted cash and acquisitions) ae ‘dash flow.”
Although total cash generated and free cash flewnan-GAAP financial measures, we consider thebeto
important measures of comparative operating peidoa. We also believe total cash generated to bagortant
measure of total cash inflows generated from ogoorg business activities. We believe free casiv floovides
investors with an important perspective on the eagtilable for debt service and for shareholdeer aaking
capital investments required to support ongoingriass
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operations. Our calculation of free cash flow maydifferent from the calculation used by other camips and
therefore comparability may be limited.

The following table shows the sources of our fraghcflow computation:

Years ended December

2007 2006 2005
(In thousands
Net cash provided by operating activit $1,102,93! 853,58 779,06
Sales of revenue earning equipm 354,76 326,07¢ 326,75:
Sales of operating property and equiprr 18,86¢ 6,57t 6,96:
Collections on direct finance leas 63,35¢ 66,27+ 70,40¢
Sale and leaseback of revenue earning equip 150,34t — —
Other, ne’ 1,58¢ 2,16: —
Total cash generate 1,691,86! 1,254,67. 1,183,18!
Purchases of property and revenue earning equig (1,317,23) (1,695,06) (1,399,37)
Free cash flov $ 374,63 (440,38¢) (216,199

Free cash flow improved to $375 million in 2007 qgmred to negative $440 million in 2006 because@wklr
cash payments for vehicle capital spending, reduee#ing capital needs, a sale-leaseback trangactimpleted
during the second quarter of 2007 and lower pensbortributions during 2007. Free cash flow decrdase€006
compared to 2005 as a result of increased vehaglggat spending and higher pension contributions.afticipate
positive but lower free cash flow in 2008 as a ltesilincreased anticipated vehicle capital spegdind no planned
sale and leaseback transactions.

Capital expenditures are generally used to purctesmue earning equipment (trucks, tractors arsjl
primarily to support the full service lease prodiir¢ and secondarily to support the commercialaigoroduct line
within our FMS business segment. The level of edpéquired to support the full service lease pobdine varies
directly with the customer contract signings fquleeement vehicles and growth. These contractbageterm
agreements that result in predictable cash flowssttypically over a three to seven year termtioacks and tractors
and up to ten years for trailers. The commercialadgproduct line utilizes capital for the purchaderehicles to
replenish and expand the fleet available for sidetien use by contractual or occasional custon@perating
property and equipment expenditures primarily eetatFMS and SCS spending on items such as vehicle
maintenance facilities and equipment, computertalE@ommunications equipment, and warehouse fiasilénd
equipment.
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The following is a summary of capital expenditures:

Years ended December
2007 2006 2005
(In thousands

Revenue earning equipme(@

Full service leas $ 900,02t 1,492,72( 1,082,33
Commercial rente 218,83( 195,02 251,27¢
1,118,85 1,687,74. 1,333,61
Operating property and equipme 75,97¢ 71,772 77,36(
Total capital expenditure 1,194,831 1,759,51' 1,410,97!
Changes in accounts payable related to purchageseriue earning
equipmen 122,40( (64,45)) (11,59)
Cash paid for purchases of property and revenugrgpequipmen $1,317,23 1,695,06- 1,399,37!

(1) Capital expenditures exclude non-cash additionsppiroximately $11 million, $2 million and $0.4 riwh in 2007, 2006 and 2005,
respectively, in assets held under capital leasssilting from the extension of existing operatiagsks and other additior

Capital expenditures decreased in 2007 as a r&sholiver full service lease vehicle spending fqgslaeement
and expansion of customer fleets. Capital experaitgrew in 2006 because of increased lease vedpeleding for
replacement and expansion of customer fleets. \ehapital spending levels were relatively low fr@@01 to 200
as we focused efforts on extending leases withiagisustomers, redeploying surplus assets and-siging our
fleet. Accordingly, capital spending levels werkatigely higher from 2004 to 2006 because of insesh
replacement activity. We also experienced increaspldicement activity in 2006 associated with tiisoduction in
2007 of emission after-treatment devices on nevdyufiactured engines and vehicles. We expect capital
expenditures to increase to approximately $1.4#bhbiln 2008 as a result of higher planned levélspending for
full service lease vehicles. We expect to fund 2688tal expenditures with both internally geneddtends and
additional financing.

In 2007, we completed an acquisition in Canadaedlto the FMS and SCS segments. Total considarpti
during 2007 for this acquisition was $75 millioreeSNote 3, “Acquisitions,” in the Notes to Consatield Financial
Statements for further discussion. On January Q@8 2we entered into an asset purchase agreemidnt ilyi
Transportation Corporation (“Lily”) for a purchapgce of $95 million. We will continue to evaluaelective
acquisitions in FMS, SCS and DCC in 2008.

Financing and Other Funding Transactions

We utilize external capital to support growth irr @sset-based product lines. The variety of finagci
alternatives available to fund our capital needtuitie long-term and medium-term public and privdgbt, asset-
backed securities, bank term loans, leasing arraages, bank credit facilities and commercial paper.
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The following table shows the movements in our deld@ince:

Years ended December

2007 2006
(In thousands
Debt balance at January $2,816,94. 2,185,36!
Casl-related changes in del
Net change in commercial paper borrowil (159,77 328,64
Proceeds from issuance of med-term note: 250,00( 550,00t
Proceeds from issuance of other debt instrurr 263,02: 120,56¢
Retirement of mediu-term notes and debentui (263,02) (213,199
Other debt repaid, including capital lease oblmya (175,979 (165,329

(85,75()  620,69(
Non-cash changes in del

Fair market value adjustment on notes subject tigying (96) (663)
Addition of capital lease obligatiol 10,92( 2,29t
Changes in foreign currency exchange rates and otr-cash item: 34,11: 9,25¢
Total changes in del (40,819) 631,57
Debt balance at December $2,776,12' 2,816,94.

In accordance with our funding philosophy, we afieto match the average remaining repricing lifearf deb
with the average remaining life of our assets. \Me&ea both fixed-rate and variable-rate debt thiage this match
and generally target a mix of 25%-45% variable-tibt as a percentage of total debt outstanding vahable-rate
portion of our total obligations (including notidnealue of swap agreements) was 31% at Decembe2(8¥, and
2006.

Our leverage ratios and a reconciliation of on-hedasheet debt to total obligations were as follows

December 31 % December 3: %
2007 of Equity 2006 of Equity
(Dollars in thousands

On-balance sheet de $2,776,12! 147%  $2,816,94. 164%
Off-balance sheet debt — PV of minimum lease paysand

guaranteed residual values under operating leaseglfficles

@ 177,99. 77,99¢

Total obligations $2,954,12.  157% $2,894,94. 168%

(1) Present value (PV) does not reflect payments wedamairequired to make if we terminated the reldesses prior to the schedul
expiration dates

On-balance sheet debt to equity consists of balaneet stebt divided by total equity. Total obligatidosquity
represents balance sheet debt plus the preset @aminimum lease payments and guaranteed residiwss
under operating leases for vehicles, discounteddan our incremental borrowing rate at lease iticepall
divided by total equity. Although total obligatioissa nonGAAP financial measure, we believe that total cdufigns
is useful as it provides a more complete analys@ioexisting financial obligations and helps betissess our
overall leverage position.

Our leverage ratios decreased in 2007, as impropedating cash flows were used to reduce outstgraibt.
Proceeds from the sale and leaseback of revennmgaquipment also served to reduce balance sleb¢tevels.
These improved operating cash flows more than offeespending required to support our
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contractual full service lease business and slegmerchase programs. Our long-term target rangetalf obligations
to equity is 250% to 300%, while maintaining a sggénvestment grade rating. We believe this leveragge is
appropriate for our business due to the liquiditpur vehicle portfolio and because a substantatgonent of our
assets is supported by long-term customer leases.

We can borrow up to $870 million through a glotelalving credit facility with a syndicate of twelNenders.
The credit facility matures in May 2010 and is upedharily to finance working capital and providgpport for the
issuance of commercial paper. This facility cam &le used to issue up to $75 million in lettersredit (there were
no letters of credit outstanding against the facdi December 31, 2007). At our option, the interate on
borrowings under the credit facility is based oBOR, prime, federal funds or local equivalent rafése credit
facility’s current annual facility fee is 11.0 bagoints, which applies to the total facility ofBmillion, and is
based on our current credit ratings. The creditifiacontains no provisions restricting its avdiléty in the event of
a material adverse change to our business opesatiowever, the credit facility does contain stadda
representations and warranties, events of defaalss-default provisions, and certain affirmatinel aegative
covenants. In order to maintain availability of limg, we must maintain a ratio of debt to consaédaangible net
worth, as defined in the agreement, of less thagael to 300%. The ratio at December 31, 200722&%6. At
December 31, 2007, $295 million was available urndercredit facility (net of commercial paper bapku
requirements and outstanding foreign subsidiarydyangs outstanding). Foreign borrowings of $46lianl were
outstanding under the facility at December 31, 2007

Commercial paper is supported by the long-termaloévolving credit facility. Our intent is to contie to
renew the revolving credit facility on a long-tebasis, subject to market conditions. As a resudt,dcommercial
paper borrowings supported by the long-term revgj\dredit facility are classified as long-term debt

On February 27, 2007, we filed an automatic stegfstration statement on Form S-3 with the Seasriéind
Exchange Commission (SEC). The registration isafomdeterminate number of securities and is affedor three
years. Under this universal shelf registrationesteint, we have the capacity to offer and sell ftiome to time
various types of securities, including common siqokferred stock and debt securities. The autansht!f
registration replaced our $800 million shelf regiibn statement, which was fully utilized with tissuance of
$250 million of medium-term notes in February 200&turing in March 2014. During 2006, we issued $68ilion
of medium-term notes, of which $250 million matiréviay 2011 and $300 million mature in November 0TLhe
proceeds from the medium-term notes were usedeioergl corporate purposes.

Ryder Receivable Funding Il, L.L.C. (RRF LLC), ankauptcy remote, consolidated subsidiary of Rydes &
Trade Receivables Purchase and Sale Agreementr@hde Receivables Agreement) with two financiatitnons.
Under this program, Ryder sells certain of its dsticetrade accounts receivable to RRF LLC thatim tmay sell,
on a revolving basis, an ownership interest inaterof these accounts receivable to a receivalgiediudt and (or)
committed purchasers. Under the terms of the progRRF LLC and Ryder have provided representations,
warranties, covenants and indemnities that aremasty for accounts receivable facilities of thipgyWe entered
into this program to provide additional liquidity tund our operations, particularly when the cdstuzh sales is
cost effective compared with other funding prograntably the issuance of unsecured commercialrpapés
program is accounted for as a collateralized finaparrangement. The available proceeds that magdmived by
RRF LLC under the program are limited to $200 milliRRF LLC’s costs under this program may varyebasn
changes in our unsecured debt ratings and changeteiest rates. If no event occurs which cauady e
termination, the 364-day program will expire on ®ember 9, 2008. At December 31, 2007, there wa® #iillion
outstanding under the agreement. There were nomoutstanding under the agreement at Decemb&088, In
January 2008, we increased our limit under thigm to $300 million.
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At December 31, 2007, we had the following amouantsilable to fund operations under the aforemertion

facilities:

(In millions)
Global revolving credit facility $295
Trade receivables program 100
Automatic shelf registration Indeterminate

Our ability to access unsecured debt in the capitakets is linked to both our short-term and lomgn debt
ratings. These ratings are intended to provideandd to investors in determining the credit ristoasated with
particular Ryder securities based on current infdiom obtained by the rating agencies from usamfother
sources that such agencies consider to be reliatWeer ratings generally result in higher borrowtasts as well as
reduced access to unsecured capital markets. Meokelitions will also impact our borrowing costas®d on
current market conditions, we have evaluated oilityatp access the unsecured debt market and\zetieat we
have the ability to issue unsecured debt.

A significant downgrade of our shaefm debt ratings would reduce our ability to issasmmercial paper. As
result, we would have to rely on our other estélelisshort-term funding sources. Our debt ratingdeaember 31,
2007 were as follows:

Short-term Long-term Outlook (1)
Moody’s Investors Service P2 Baal Stable (June 2004
Standard & Poor’s Ratings Service: A2 BBB+  Stable (April 2005)
Fitch Ratings F2 A- Stable (July 2005)

(1) Month and year attainec

We believe that our existing cash and cash equitgleperating cash flows, commercial paper program
revolving credit facility, shelf registration withe SEC and the trade receivables program will aaledy meet our
working capital and capital expenditure needslierforeseeable future. In addition to the unsecsoenices of
funding available to us, we could also meet ouarfiting needs with asset-based securitization dadesseback
transactions.

Off-Balance Sheet Arrangements

Sale and leaseback transactiongVe periodically enter into sale and leasebaadhkstations in order to lower
the total cost of funding our operations, to difgreur funding among different classes of invest(®.g., regional
banks, pension plans, insurance companies, et foativersify our funding among different typesfafding
instruments. These sale-leaseback transactioraftareexecuted with third-party financial institutis that are not
deemed to be variable interest entities (VIEsdneral, these sale-leaseback transactions rasalteiduction in
revenue earning equipment and debt on the baldrem,sas proceeds from the sale of revenue eaggjmigment
are primarily used to repay debt. Accordingly, dabseback transactions will result in reduced eeiption and
interest expense and increased equipment rentahegp

In May 2007, we completed a sale-leaseback traiogast revenue earning equipment with a third pany
deemed to be a VIE and this transaction qualifeedff-balance sheet operating lease treatmentdeds from the
sale-leaseback transaction totaled $150 millioris Tdase contains limited guarantees by us ofdébilual values of
the leased vehicles (residual value guaranteesathaconditioned upon disposal of the leased \ehjarior to the
end of their lease term. The amount of future payséor residual value guarantees will depend emtliarket for
used vehicles and the condition of the vehicldsa of disposal. See Note 18, “Guarantees,” inNb&es to
Consolidated Financial Statements for additionfrimation. We did not enter into any sale-leaselieaksactions
during 2006 and 2005.
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Guarantees. We executed various agreements with third patiiascontain standard indemnifications that
require us to indemnify a third party against lesagsing from a variety of matters such as leddigations,
financing agreements, environmental matters, angeagents to sell business assets. In each of ih&s@ces,
payment by us is contingent on the other partydanig about a claim under the procedures outlinetiénspecific
agreement. Normally, these procedures allow usstoute the other party’s claim. Additionally, owligations
under these agreements may be limited in termiseo&imount and (or) timing of any claim. We havese into
individual indemnification agreements with eactoaf independent directors, through which we widléemnify sucl
director acting in good faith against any and @dkles, expenses and liabilities arising out of sliglttor’'s service
as a director of Ryder. The maximum amount of pitdefuture payments under these agreements isrgine
unlimited.

We cannot predict the maximum potential amountuaire payments under certain of these agreements,
including the indemnification agreements, due tdbntingent nature of the potential obligationd tre distinctive
provisions that are involved in each individualegment. Historically, no such payments made by Rdee had a
material adverse effect on our business. We betieateif a loss were incurred in any of these rmatie loss woul
not result in a material adverse impact on our cligigted results of operations or financial positidhe total
amount of maximum exposure determinable under ttyp®s of provisions at December 31, 2007 and 2066
$16 million and $17 million, respectively, and wavk accrued $2 million in each period, as a comeding
liability. See Note 18, “Guarantees,” in the Nate€onsolidated Financial Statements for furthecdsion.
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Contractual Obligations and Commitments

As part of our ongoing operations, we enter intagements that obligate us to make future paymerdsr
contracts such as debt agreements, lease agreesmenisiconditional purchase obligations. The foltmatable
summarizes our expected future contractual casbaitins and commitments at December 31, 2007:

2008 2009- 2010 2011-2012  Thereafter Total
(In thousands)

Debt $220,48: 1,087,36! 734,13¢ 721,29° 2,763,28
Capital lease obligations 2,21¢t 3,37¢ 2,61t 4,634 12,84:
Total debt 222,69¢ 1,090,741 736,75¢ 725,93. 2,776,12
Interest on debt(@) 146,56 236,39¢ 126,74. 230,70¢ 740,41
Operating leases@ 97,45 163,87: 119,01¢ 91,30¢ 471,64
Purchase obligationd) 241 55! 25,93¢ 1,241 14¢ 268,88t
Total contractual cash obligations 485,57¢ 426,20¢ 247,00 322,165 1,480,95!
Insurance obligations® 119,28( 102,63! 42 47 33,771 298,16
Other long-term liabilities ®).(6).(7) 15,80: 5,43: 1,42( 50,71¢ 73,37
Total $843,35¢ 1,625,02 1,027,65. 1,132,58 4,628,61

(1) Total debt matures at various dates through fisesr 2025 and bears interest principally at fixedies. Interest on variable-rate debt is
calculated based on the applicable rate at Decen®ier2007. Amounts are based on existing debt afidigs, including capital leases, and
do not consider potential refinancings of expirihgpt obligations

(2) Represents future lease payments associated witbleg, equipment and properties under operatiragés. Amounts are based upon
general assumption that the leased asset will ramailease for the length of time specified byréspective lease agreements. No effec
been given to renewals, cancellations, contingentals or future rate change

(3) The majority of our purchase obligations are payyasi-go transactions made in the ordinary coursbusfiness. Purchase obligations
include agreements to purchase goods or serviasatte legally binding and that specify all sigoént terms, including: fixed or minimum
quantities to be purchased; fixed minimum or vaegtrice provisions; and the approximate timinghu transaction. The most significant
item included in the above table are purchase @biomns related to vehicles. Purchase orders madéénordinary course of business that
are cancelable are excluded from the above tahtg. &nounts for which we are liable under purchaskers for goods received are
reflected in our Consolidated Balance Sheet" Accounts payab” and“ Accrued expenses and other current liabili”

(4) Insurance obligations are primarily comprised off:insurance accruals

(5) Represents other lo-term liability amounts reflected in our ConsoliddtBalance Sheets that have known payment strddmasnost
significant items included were asset retiremetigalions and deferred compensation obligatic

(6) The amounts exclude our estimated pension conipitsit For 2008, our pension contributions, inclugliour minimum funding requiremel
as set forth by ERISA and international regulatboglies, are expected to be $22 million. Our mininflunding requirements after 2008 are
dependent on several factors. However, we estithatehe present value of required contributionsrathe next five years is approximately
$21 million (pre-tax) for the U.S. plan (assumingected long-term rate of return realized and othssumptions remain unchanged). We
also have payments due under our other postretineinenefit (OPEB) plans. These plans are not resglto be funded in advance, but are
pay-as-yoL-go. See Note 2 Employee Benefit Plar” in the Notes to Consolidated Financial Statememtdufrther discussior

(7) The amounts exclude $75 million of liabilities unBASB Interpretation No. 48, “Accounting for Unt&inty in Income Taxes,” as we are
unable to reasonably estimate the ultimate amoutiting of settlement. See Note 14, “Income Téxaghe Notes to Consolidated
Financial Statements for further discussi
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Pension Information

On January 5, 2007, our Board of Directors appraredmendment to freeze U.S. pension plans eféectiv
December 31, 2007 for current participants whonditimeet certain grandfathering criteria. As a ltethese
employees ceased accruing further benefits afteedéer 31, 2007 and began participating in an esgtha01 (k)
plan. Those participants that met the grandfathesitteria were given the option to either contino@arn benefits
in the U.S. pension plans or transition into anagrded 401 (k) plan. All retirement benefits earngdfa
December 31, 2007 were fully preserved and wilpaiel in accordance with the plan and legal requérs
Employees hired after January 1, 2007 will not ligitde to participate in the pension plan. Dudthte fact that our
pension plan was replaced by an enhanced 401 (k)tplevhich we will also be contributing, we do halieve our
benefit plan funding requirements will change digantly as a result of the freeze of the U.S. pmmgplans.

We had an accumulated net pension equity chartggrtak) of $148 million and $201 million at Deceent31,
2007 and 2006, respectively. The reduced equitygehim 2007 reflects our improved funded statua essult of
(i) an increase in interest rates; (ii) pensioreassturns; (iii) pension contributions; and (iagtimpact of the freeze
of U.S. pension plans. Total asset returns forllb&. qualified pension plan (our primary plan) wé# in 2007.

The funded status of our pension plans is depeng®art many factors, including returns on investeskts and
the level of certain market interest rates. Weaevpension assumptions regularly and we may fram to time
make voluntary contributions to our pension plavisich exceed the amounts required by statute. QUt007, total
pension contributions, including our internatiopkns, were $60 million compared with $130 millior2006. Afte
considering the 2007 contributions and asset pmdace, the projected present value of estimatettibations for
our U.S. plan that would be required over the mexears totals approximately $21 million (pre-ta®hanges in
interest rates and the market value of the seeariteld by the plans during 2007 could materidiignge, positively
or negatively, the underfunded status of the ptantbaffect the level of pension expense and redj@ioatributions
in 2008 and beyond. See Note 23, “Employee BeRédits,” in the Notes to Consolidated Financial Stegnts for
additional information.

In August 2006, the Pension Protection Act of 2@@6 signed into law. The major provisions of theige
took effect January 1, 2008. Among other things,statute is designed to ensure timely and adefuading of
qualified pension plans by shortening the timeqakwithin which employers must fully fund pensiceniefits. Due
to the funded status of our primary pension plae,Rension Protection Act of 2006 will not havégmi§icant
impact on our future pension funding requirements.

Share Repurchase Programs and Cash Dividends

In December 2007, our Board of Directors authoria&g800 million share repurchase program over @g&o
to exceed two years. Additionally, our Board ofdgitors also authorized a separate two-year antingk
repurchase program. Under the anti-dilutive prognam@nagement is authorized to repurchase shamsahon
stock in an amount not to exceed the lesser ofitineber of shares issued to employees upon theisgericstock
options or through the employee stock purchasefplathe period from September 1, 2007 to DecemBe2009,
or 2 million shares. Share repurchases of comnumeksinder both plans may be made periodically inemarket
transactions, and are subject to market conditiegsl requirements and other factors. Managemeaptestablish a
prearranged written plan for the Company under R0Ok-1 of the Securities Exchange Act of 1934as gif the
December 2007 programs, which would allow for sliapairchases during Ryder’s quarterly blackoutqukrias set
forth in the trading plan. During 2007, no repursdshad been made under these programs.

In May 2007, our Board of Directors authorized &@&nillion share repurchase program over a peraidm
exceed two years. This program was completed duhi@dhird quarter of 2007. We repurchased andecbti
approximately 3.7 million shares under the May 2pfidgram at an aggregate cost of $200 million.
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In May 2006, our Board of Directors authorized atyear share repurchase program intended to netitpat
dilutive impact of shares issued under our varemgloyee stock option and stock purchase plansMiye2006
program limited aggregate share repurchases toamne than 2 million shares of Ryder common stocks Phogran
was competed during the first quarter of 2007.06872and 2006, we repurchased and retired approsiynat
0.2 million shares and 1.8 million shares, respebti under the May 2006 program at an aggregageafo
$9 million and $93 million, respectively.

In October 2005, our Board of Directors authoriaefil 75 million share repurchase program over agerot
to exceed two years. This program was completeishgltine first quarter of 2006. In 2006 and 2005, reurchase
and retired approximately 1.6 million shares ar@lrlillion shares, respectively, under the Octol85?program at
an aggregate cost of $66 million and $109 milli@spectively.

In July 2004, our Board of Directors authorizedvadyear share repurchase program intended to rtitye
dilutive impact of shares issued under our varemployee stock option and stock purchase plar200®, we
repurchased and retired approximately 1.1 millioares under the July 2004 program at an aggregatet
$43 million.

Cash dividend payments to shareholders of comnuak stere $50 million in 2007, $44 million in 2006ca
$41 million in 2005. During 2007, we increased annual dividend to $0.84 per share of common stiock.
February 2008, our Board of Directors declaredatguly cash dividend of $0.23 per share of comstook. The
dividend reflects a $0.02 increase from the $0&1share of common stock quarterly cash dividend ipa2007.

Market Risk

In the normal course of business, we are expos#iddimations in interest rates, foreign currenggheange
rates and fuel prices. We manage these exposusevémal ways, including, in certain circumstanties,use of a
variety of derivative financial instruments whereded prudent. We do not enter into leveraged d@revéinancial
transactions or use derivative financial instruradat trading purposes.

Exposure to market risk for changes in interegsaixists for our debt obligations. Our interest rask
management program objectives are to limit the hphinterest rate changes on earnings and casls fhnd to
lower overall borrowing costs. We manage our exposu interest rate risk primarily through the pdjpn of
fixed-rate and variable-rate debt we hold in thaltdebt portfolio. From time to time, we also uisterest rate swap
and cap agreements to manage our fixed-rate amblarate exposure and to better match the reygyiof debt
instruments to that of our portfolio of assets. Bete 17, “Financial Instruments and Risk Managetyiémthe
Notes to Consolidated Financial Statements foh&urtliscussion on interest rate swap agreem

At December 31, 2007, we had $2.00 billion of fixate debt outstanding (excluding capital leaset) s
weighted-average interest rate of 5.3% and a &irevof $1.99 billion. A hypothetical 10% decreaséncrease in
the December 31, 2007 market interest rates wonh¢t the fair value of our fixed-rate debt by apjmately
$31 million. At December 31, 2006, we had $1.95dsil of fixed-rate debt (excluding capital leasesth a
weighted-average interest rate of 5.5% and a fdirevof $1.93 billion, including the effects of mmerest rate swap
which matured in September 2007 and October 200 /pbthetical 10% decrease or increase in the Dbeef1l,
2006 market interest rates would impact the fawe®f our fixed-rate debt by approximately $37lioil. At
December 31, 2006, the fair value of our interatd swap agreement was recorded as an asset amdtvaaterial.
We estimated the fair value of derivatives basedealer quotations.

At December 31, 2007, we had $767 million of vaeatate debt outstanding. At December 31, 2006had:
$865 million of variablerate debt, including the impact of interest rategsy which effectively changed $35 milli
of fixed-rate debt instruments with a weighted-aggr interest rate of 6.6% to LIBOR-based floatiatg debt with
weighted-average interest rate of 6.3%. Chang#seifiair value of the interest
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rate swaps were offset by changes in the fair vafubke debt instruments and no net gain or lossn@aognized in
earnings. The fair value of our interest rate sagqeements at December 31, 2006 was recordedassantotaling
$0.1 million. A hypothetical 10% increase in markeerest rates would impact 2008 pre-tax earnibngs
approximately $4 million.

Exposure to market risk for changes in foreign ency exchange rates relates primarily to our fareig
operations’ buying, selling and financing in cugiEs other than local currencies and to the cagryalue of net
investments in foreign subsidiaries. The majoritpuar transactions are denominated in U.S. dollBng principal
foreign currency exchange rate risks to which veeaposed include the Canadian dollar, British pogterling,
Brazilian real and Mexican peso. We manage our gxgoto foreign currency exchange rate risk relsaezlir
foreign operations’ buying, selling and financimgcurrencies other than local currencies by ndtucdisetting
assets and liabilities not denominated in locatengies to the extent possible. A hypotheticalamif 10%
strengthening in the value of the dollar relativall the currencies in which our transactionsdeeominated would
result in a decrease to pre-tax earnings of apprabaly $6 million. We also use foreign currencyi@ptcontracts
and forward agreements from time to time to hedgeidn currency transactional exposure. We gernedalinot
hedge the translation exposure related to oumveistment in foreign subsidiaries, since we gehehave no near-
term intent to repatriate funds from such subsiég&aiHowever, at December 31, 2006, we had a $W®mcross-
currency swap in place to hedge our net investimeaforeign subsidiary and for which we recogniaddbility
equal to its fair value of $20 million. The craasrency swap matured in 2007. At December 31, 20@ir2006, w
also had forward foreign currency exchange corgraith an aggregate fair value of $(0.1) milliord&$0.3 million,
respectively, used to hedge the variability of fgmecurrency equivalent cash flows. The potentaklin fair value
of our forward foreign currency exchange contréiim a hypothetical 10% adverse change in quotegido
currency exchange rates was not material at DeceBih@007. At December 31, 2006, the potentiad lndair
value of our crossurrency swap and forward foreign currency exchamgeracts would have been $10 million.
estimated the fair values of derivatives basedeaiedt quotations.

Exposure to market risk for fluctuations in fueicess relates to a small portion of our service ts for
which the cost of fuel is integral to service deliy and the service contract does not have a mesrhada adjust for
increases in fuel prices. At December 31, 2007alse had various fuel purchase arrangements ire ptaensure
delivery of fuel at market rates in the event alfshortages. We are exposed to fluctuations ihgtiees in these
arrangements since none of the arrangements figrtbe of fuel to be purchased. Increases and dsegein the
price of fuel are generally passed on to our custsrfor which we realize minimal changes in prdfility during
periods of steady market fuel prices. However,ipability may be positively or negatively impactbyg sudden
increases or decreases in market fuel prices darsiwprt period of time as customer pricing foll Bexvices is
established based on market fuel costs. We believexposure to fuel price fluctuations would neattenially
impact our results of operations, cash flows aarfitial position.

ENVIRONMENTAL MATTERS

Our operations involve storing and dispensing petno products, primarily diesel fuel, regulated end
environmental protection laws. These laws requsréoweliminate or mitigate the effect of such sabses on the
environment. In response to these requirementgonwtnually upgrade our operating facilities angbiement
various programs to detect and minimize contanomati

Capital expenditures related to these programg&etbapproximately $2 million in 2007 and $1 millianeach
of 2006 and 2005. We incurred environmental expeon$&7 million, $8 million and $9 million in 2002006 and
2005, respectively, which included remediation s@st well as normal recurring expenses such assliog, testing
and waste disposal fees. Based on current circmcesaand the present standards imposed by governmen
regulations, environmental expenses and relateithtiapd costs should not increase materially fi2007 levels in
the near term.
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The ultimate cost of our environmental liabilitieannot presently be projected with certainty duthéo
presence of several unknown factors, primarilyléivel of contamination, the effectiveness of seldeemediation
methods, the stage of management'’s investigationdatidual sites and the recoverability of suclstsafrom third
parties. Based upon information presently availabkebelieve that the ultimate disposition of thessters,
although potentially material to the results of @ti@ns in any single year, will not have a malaidverse effect on
our financial condition or liquidity. See Note Z&Environmental Matters,” in the Notes to Consolethfinancial
Statements for further discussion.

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in confeymiith U.S. GAAP requires us to make estimates and
assumptions. Our significant accounting policiesaescribed in the Notes to Consolidated Finar8talements.
Certain of these policies require the applicatibeubjective or complex judgments, often as a tesfuithe need to
make estimates about the effect of matters thahherently uncertain. These estimates and assangére based
on historical experience, changes in the businegisament and other factors that we believe todasonable
under the circumstances. Different estimates thaldchave been applied in the current period ongka in the
accounting estimates that are reasonably likelyreanlt in a material impact on our financial cdiwti and
operating results in the current and future perivds periodically review the development, selectond disclosure
of these critical accounting estimates with Rydéwslit Committee.

The following discussion, which should be readdnjanction with the descriptions in the Notes to
Consolidated Financial Statements, is furnishedéutitional insight into certain accounting estiesathat we
consider to be critical.

Depreciation and Residual Value Guaranteéale periodically review and adjust the residudliga and usefi
lives of revenue earning equipment of our FMS bessnsegment as described in Note 1, “Summary oifiignt
Accounting Policies — Revenue Earning Equipmen@fping Property and Equipment, and Depreciation’ a
“Summary of Significant Accounting Policies — Rasadl Value Guarantees and Deferred Gains,” in thiedltm
Consolidated Financial Statements. Reductionssitival values (i.e., the price at which we ultinhatxpect to
dispose of revenue earning equipment) or usefatliwill result in an increase in depreciation exggeover the life
of the equipment. We review residual values andulifees of revenue earning equipment on an anbaals or
more often if deemed necessary for specific graifsir revenue earning equipment. Reviews are padd based
on vehicle class, generally subcategories of truttkstors and trailers by weight and usage. Onuahreview is
established with a long-term view considering histd market price changes, current and expecteotdumarket
price trends, expected life of vehicles includethia fleet and extent of alternative uses for ldaghicles (e.g.,
rental fleet, and SCS and DCC applications). Assalt, future depreciation expense rates are suigj@hange
based upon changes in these factors. At the eR@@f, we completed our annual review of the redidalaies and
useful lives of revenue earning equipment. Basethemesults of our analysis, the adjustment tadiselual values
and useful lives of revenue earning equipment ondy 1, 2008 was not significant. Based on theahbevenue
earning equipment at December 31, 2007, a 10% aeelia expected vehicle residual values would asze
depreciation expense in 2008 by approximately $8&m

We also lease vehicles under operating lease agrgsnCertain of these agreements contain limitedantee
for a portion of the residual values of the equipm&esults of the reviews described above for anaguipment
are also applied to equipment under operating l&ldse amount of residual value guarantees expéatbd paid is
recognized as rent expense over the expected remgaarm of the lease. At December 31, 2007, tahllities for
residual value guarantees of $2 million were inetiich “Accrued expenses and other current liabditi(for those
payable in less than one year) and in “Other naread liabilities.” While we believe that the amdsiare adequate,
changes to management's estimates of residual galamntees may occur due to changes in the nfarkesed
vehicles, the condition of the vehicles at the ehthe lease and inherent limitations in the estiomaprocess. Base
on the existing mix of vehicles under
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operating lease agreements at December 31, 20@Ppalecrease in expected vehicle residual valuesdwocreas
rent expense in 2008 by approximately $1 million.

Pension Plans. We sponsor several defined benefit plans coveringt employees. These plans generally
provide participants with benefits based on ye&seovice and career-average compensation levedsapigly
actuarial methods to determine the annual net gierfgension expense and pension plan liabilitieamannual
basis, or on an interim basis if there is an evequiring remeasurement. Each December, we revitwah
experience compared with the more significant aggioms used and make adjustments to our assumpifons
warranted. In determining our annual estimate oiopléc pension cost, we are required to make afuatian of
critical factors such as discount rate, expectad@rm rate of return, expected increase in cosggon levels,
retirement rate and mortality. Discount rates @seld upon a duration analysis of expected ber@finpnts and th
equivalent average yield for high quality corporfisted income investments as of our December 3Liann
measurement date. In order to provide a more arasiimate of the discount rate relevant to oanplve use
models that match projected benefits payments opomary U.S. plan to coupons and maturities fim
hypothetical portfolio of high quality corporatertms. Long-term rate of return assumptions are basexttuarial
review of our asset allocation strategy and longitexpected asset returns. Investment managemermther fees
paid using plan assets are factored into the d@tation of asset return assumptions. The compasifaur
pension assets was 75% equity securities and 25¥%sdeurities and other investments. As part ofstiategy to
manage future pension costs and net funded stataslity, we regularly assess our pension investhstrategy. W
evaluate our mix of investments between equityfaqadl income securities and may adjust the comjposdf our
pension assets when appropriate. The rate of iser@acompensation levels is reviewed based upialac
experience. Retirement rates are based primarilgctuml plan experience. For purposes of estimatiogality in
the measurement of our pension obligation, as aebBer 31, 2007, we began using the Retiremens @00
Table of Combined Healthy Lives (RP 2000 Tablepjgrted seven years. The rates in the table wgustad to
reflect our historical experience over the paseéarg and to reflect future mortality improvememiviously, we
used the 1994 Uninsured Pensioners Mortality Tat€s94). The impact of this change to our beraditgation at
December 31, 2007 was not material.

Accounting guidance applicable to pension plans dmt require immediate recognition of the effexta
deviation between these assumptions and actuafierpe or the revision of an estimate. This appncaows the
favorable and unfavorable effects that fall withimacceptable range to be netted and recordechwitisicumulatec
other comprehensive loss.” We had an actuarialdd$238 million at the end of 2007 compared witbss of
$318 million at the end of 2006. The decrease émitst actuarial loss in 2007 resulted primarilyrfractuarial gains
associated with an increase in discount ratesh&@xtent the amount of all actuarial gains angde®xceed 10%
the larger of the benefit obligation or plan ass&tish amount is amortized over the average rentaservice life o
active participants or the remaining life expectaatinactive participants if all or almost all afplan’s participants
are inactive. Our amortization period has histdljdaeen based on the average remaining servigegef active
employees expected to receive benefits (8 yeamyeer, due to the freeze of the qualified U.S spmmplan,
almost all of the plan’s participants became inacheginning on January 1, 2008. Consequentlyathertization
period for the actuarial loss on the qualified Up8nsion plan will be based on the average rengiifim expectanc
of these participants (29 years) resulting in aemcted amortization period beginning in 2008. Tim@ant of the
actuarial loss subject to amortization in 2008 wél$86 million. The effect on years beyond 2008 depend
substantially upon the actual experience of oungqla

Disclosure of the significant assumptions usedrtiviag at the 2007 net pension expense is preddnte
Note 23,"Employee Benefit Plans,” in the Notes to ConsdkdiaFinancial Statements.
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A sensitivity analysis of projected 2008 net pens@pense to changes in key underlying assumpfioreur
primary plan, the U.S. pension plan, is presentadv.

Effect on
Impact on 2008 Ne December 31, 2007
Assumed Rati Change Pension Expense Projected Benefit Obligatior

Discount rate increase 6.00% + 0.25% — $1 million — $36 million
Discount rate decreast 6.00% -0.25% + $1 million + $36 million
Expected lon¢-term rate of return

on assets 8.50% +/-0.25% — /+ $3 million
Rate of increase ir

compensation levels 4.00% +/-0.50% + /- $1 million

Self-Insurance Accruals Self-insurance accruals were $278 million and3%2lion as of December 31, 2007
and 2006, respectively. The majority of our sefftirance relates to vehicle liability and workersnpensation. We
use a variety of statistical and actuarial methbds are widely used and accepted in the insuramtestry to
estimate amounts for claims that have been repbréedot paid and claims incurred but not reportedpplying
these methods and assessing their results, wedeorssich factors as frequency and severity of daataim
development and payment patterns and changes imathes of our business, among other factors. $aatbrs are
analyzed for each of our business segments. Ounnagss may be impacted by such factors as incréasks
market price for medical services, unpredictabitifyhe size of jury awards and limitations inhererthe
estimation process. While we believe that self{ianae accruals are adequate, there can be no assthat
changes to our estimates may not occur.

In recent years, our actual claim development legs lfavorable compared to historical selected loss
development factors because of improved safetyppaence, payment patterns and settlement patt@rming
2007, 2006 and 2005, we recorded a benefit of $ilom $12 million and $7 million, respectivelyp reduce
estimated prior years’ self-insured loss reserBesed on self-insurance accruals at December 8%, 205%
adverse change in actuarial claim loss estimategdincrease operating expense in 2008 by apprdeigna
$13 million.

Goodwill Impairment. We assess goodwill for impairment, as describedate 1, “Summary of Significant
Accounting Policies — Goodwill and Other Intangilfssets,” in the Notes to Consolidated Financiat&hents,
on an annual basis or more often if deemed negesBaudetermine whether goodwill impairment indaatexist,
we are required to assess the fair value of thertieg unit and compatre it to the carrying valuereforting unit is
component of an operating segment for which disdieancial information is available and managentegtlarly
reviews its operating performance. Our valuatiofagfvalue for each reporting unit is determinedgéd on a
discounted future cash flow model. Estimates afreitash flows are dependent on our knowledge gperience
about past and current events and assumptions aboditions we expect to exist, including long-tegrowth rates,
capital requirements, useful lives and discourdsathese assumptions are based on a number afsfantiuding
future operating performance, economic conditians @ctions we expect to take. In addition to tHastors, our
SCS reporting units are dependent on several ketpeiers or industry sectors. The loss of a keyoonst may hav
a significant impact to one of our SCS reportinggjrcausing us to assess whether or not the egsulied in a
goodwill impairment loss. For example, the profilipand valuation of fair value for our SCS — U.keporting
unit is dependent in large part to several sigaiftccustomer contracts. While we believe our esgmaf future cas
flows are reasonable, there can be no assuraricedtegioration in economic conditions, customdatienships or
adverse changes to expectations of future perforenaiill not occur, resulting in a goodwill impairmdoss. Our
annual impairment test, performed as of April 1020did not result in any impairment of goodwillt A
December 31, 2007, goodwill totaled $167 million.

Revenue Recognitionln the normal course of business, we may act as@an agent in executing transact
with our customers. The accounting issue encouthierthese arrangements is whether we should
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report revenue based on the gross amount bill&tetoustomer or on the net amount received fronctiscomer
after payments to third parties. To the extent nexes are recorded on a gross basis, any paymethisctparties ar
recorded as expenses so that the net amountestelin net earnings. Accordingly, the impact ehearnings is
the same whether we record revenue on a gross basis.

Determining whether revenue should be reported@ssgr net is based on an assessment of whetharewe
acting as the principal or the agent in the tratisa@nd involves judgment based on the terms@ftinangement.
To the extent we are acting as the principal intthesaction, revenue is reported on a gross bEsithe extent we
are acting as an agent in the transaction, revismaported on a net basis. In the majority of amangements, we
are acting as a principal and therefore reportmegen a gross basis. However, our SCS businersses¢gngages
in some transactions where we act as agents asdehard revenue on a net basis.

In transportation management arrangements whegctes principal, revenue is reported on a grosis fhar
subcontracted transportation billed to our cust@miérom time to time, the terms and conditionswf o
transportation management arrangements may chamgs) could require a change in revenue recognitiom a
gross basis to a net basis or vice versa. Our nsiFGmeasure of operating revenue would not be ingaarom
this change in revenue reporting. Effective Jandai3008, our contractual relationship for certaamsportation
management services changed, and we determinedadfirmal review of the terms and conditionshaf $ervices,
that we will be acting as an agent in the arrangen#es a result, the amount of total revenue arxtsntracted
transportation expense will decrease in the futureto the reporting of revenue net of subcontcagtnsportation
expense. During 2007, 2006 and 2005, revenue atsdanith this portion of the contract was $640lioil,
$565 million and $360 million, respectively.

Income Taxes.Our overall tax position is complex and requicaseful analysis by management to estimate
expected realization of income tax assets andiliabi

Tax regulations require items to be included intthereturn at different times than the items afeected in the
financial statements. As a result, the effectivertde reflected in the financial statements ifedént than that
reported in the tax return. Some of these diffeesrare permanent, such as expenses that are netidédon the
tax return, and some are timing differences, sgctiegreciation expense. Timing differences creeterced tax
assets and liabilities. Deferred tax assets gdgyamdresent items that can be used as a tax deduat credit in the
tax return in future years for which we have alsesgtorded the tax benefit in the financial stateteeDeferred tax
assets amounted to $207 million and $250 milliobetember 31, 2007 and 2006, respectively. We degor
valuation allowance for deferred tax assets tocedwch assets to amounts expected to be realized.
December 31, 2007 and 2006, the deferred tax vatuatlowance, principally attributed to foreignxtiss
carryforwards in the SCS business segment, wasrilibn and $13 million, respectively. In determigi the
required level of valuation allowance, we considbether it is more likely than not that all or sop@tion of
deferred tax assets will not be realized. Thissssent is based on management’s expectationsadsetber
sufficient taxable income of an appropriate chanaeill be realized within tax carryback and caonyfard periods.
Our assessment involves estimates and assumpbons matters that are inherently uncertain, anchiicipated
events or circumstances could cause actual rasutliffer from these estimates. Should we changeestimate of
the amount of deferred tax assets that we woulbbeto realize, an adjustment to the valuatioomadince would
result in an increase or decrease to the provisioimcome taxes in the period such a change imagt was made.

We are subject to tax audits in numerous jurisoitgiin the U.S. and around the world. Tax auditthieyr very
nature are often complex and can require seveaabyte complete. In the normal course of busingssare subject
to challenges from the Internal Revenue Servic&)l&d other tax authorities regarding amountsxag due.
These challenges may alter the timing or amoutdxadble income or deductions, or the allocatiomofme among
tax jurisdictions. As part of our calculation ottprovision for
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income taxes on earnings, we determine whethdvehefits of our tax positions are at least morelyikhan not of
being sustained upon audit based on the techniedtstof the tax position. For tax positions tha enore likely
than not of being sustained upon audit, we acdredargest amount of the benefit that is more yikehn not of
being sustained in our consolidated financial stetes. Such accruals require management to makeatss and
judgments with respect to the ultimate outcome tafxaaudit. Actual results could vary materiallgrfr these
estimates.

Audits of our U.S. federal income tax returns dosed through fiscal year 2003. As discussed ireNdt,
“Income Taxes,” in the Notes to Consolidated FinanStatements, in February 2005 we resolved sillés with the
IRS related to the 1998 to 2000 tax period, inelgdinterest and penalties. In connection with gsolution of this
audit, on February 22, 2005 we paid $176 millicitefautilization of all available federal net openg losses and
alternative minimum tax credit carryforwards), inding interest through the date of payment. Weslkelihat we
have not entered into any other transactions €00€ that raise the same type of issues identifiethe IRS in the
audit of the 1998 to 2000 tax period.

RECENT ACCOUNTING PRONOUNCEMENTS

Refer to Note 2, “Accounting Changes,” in the Ndte€onsolidated Financial Statements for addifiona
discussion surrounding the adoption of these adomystandards. See Note Bummary of Significant Accountir
Policies — Recent Accounting Pronouncements,” éNlotes to Consolidated Financial Statements ths@ussion
of recent accounting pronouncements.

NON-GAAP FINANCIAL MEASURES

This Annual Report on Form 10-K includes informatiextracted from consolidated financial informatimrt
not required by generally accepted accounting fpies (GAAP) to be presented in the financial staets. Certain
of this information are considered “non-GAAP finaleneasuresas defined by SEC rules. Specifically, we refe
adjusted return on capital, operating revenuerisaland employee-related costs as a percentag@ecdting
revenue, FMS operating revenue, FMS NBT as a %efaiing revenue, SCS operating revenue, SCS NBil%as
of operating revenue, DCC operating revenue, DCT ldBa % of operating revenue, total cash generftsicasl
flow, total obligations, total obligations to equiind comparable earnings from continuing openatand
comparable earnings per diluted common share framtirwuing operations. We believe that the comparabkning:
from continuing operations and comparable earnpegsdiluted common share from continuing operatimesisure
provide useful information to investors becausg #veclude significant items that are unrelateduoangoing
business operations. As required by SEC rules,raige a reconciliation of each non-GAAP financiz¢asure to
the most comparable GAAP measure and an explanatigrmanagement believes that presentation of dine n
GAAP financial measure provides useful informatiorinvestors. Non-GAAP financial measures should be
considered in addition to, but not as a substfut®r superior to, other measures of financiafgrenance prepared
in accordance with GAAP.

The following table provides a numerical recontitia of earnings from continuing operations anchaays pel
diluted common share from continuing operationsamparable earnings from continuing
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operations and comparable earnings per diluted ammshare from continuing operations for Decembei2807,
2006 and 2005 which was not provided within the MDdiscussion:

Years ended December

2007 2006 2005

(In thousands, except per share amot
Earnings from continuing operatio $253,86: 248,95¢ 227,62
Tax law change (3,339 (6,796 (7,627
Pension accounting char — 3,72( —
Gain on sale of proper (6,159 — —
Net restructuring charge®) 7,53¢ — —
Comparable earnings from continuing operati $251,91( 245,88. 220,00:
Earnings per diluted common share from continuipgrations $ 4.2 4.04 3.52
Tax law change (0.06) (0.17) (0.12
Pension accounting char — 0.0€ —
Gain on sale of proper (0.10 — —
Net restructuring charge® 0.1: — —
Comparable earnings per diluted common share fraamtiruing operation $ 4.2 3.9¢ 3.41

(1) The net restructuring charges relate to the plaprawped in the third quarter of 2007 relating to tan cost management and process
improvement actions. Restructuring and other chayget in prior years were not significa

The following table provides a numerical recontitia of total revenue to operating revenue for Delger 31,
2007, 2006 and 2005 which was not provided withenD&A discussion:

Years ended December

2007 2006 2005
(In thousands
Total revenue $6,565,990 6,306,64. 5,740,84
Fuel services and subcontracted transportatiomre (2,133,72) (2,040,45) (1,694,57)
Fuel elimination: 204,29( 188,04 164,61:
Operating revenu $ 4,636,55 4,454,23.  4,210,88:
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The following table provides a numerical recontitia of net earnings to adjusted net earnings aedage
total debt to adjusted average total capital focddeber 31, 2007, 2006, 2005, 2004 and 2003 whichnet
provided within the MD&A discussion:

Years ended December

2007 2006 2005 2004 2003
(In thousands
Net earning: $ 253,86: 248,95¢ 226,92¢ 215,60¢ 131,43t
Discontinued operatior — — (1,74 — —
Cumulative effect of change in accounting princ — — 2,44( — 4,12:
Restructuring and other charges (recoveries), mét a
other items() 1,467 — — (24,309 (230
Income taxe: 151,60 144,01 129,46( 115,51 76,91¢
Adjusted net earnings before income ta 406,93. 392,97 357,08¢ 306,81« 212,24!
Adjusted interest expen(2 169,06( 146,56* 127,07 106,10( 121,16!
Adjusted income taxe®) (219,97) (207,18) (185,91) (155,549 (120,69
Adjusted net earning $ 356,02( 332,35! 298,24: 257,36¢ 212 71¢
Average total dek $2,847,69; 2,480,31. 2,147,831 1,811,50. 1,615,74
Average of-balance sheet de 150,12- 98,767 147,85! 151,80: 446,17¢
Average adjusted total shareholc equity ¥ 1,791,66! 1,605,21. 1,550,03i 1,395,68. 1,193,85I
Adjusted average total capii $4,789,48! 4,184,29 3,845,72' 3,358,98! 3,255,77!
Adjusted return on capital (% 7.4 7.6 7.8 7.7 6.5

(1) 2007 includes restructuring and other charges (rez@es), net of $11 million in the second half @02 and a gain of $10 million related to
the sale of property in the third quarter; 2004 lumes a gain on sale of headquarter complex of24on and 2003 includes restructuring
and other recoveries of $0.2 million. Restructurargl other charges (recoveries), net and otherstewt presented in this reconciliation
were not significant in the respective peric

(2) Includes interest on ebalance sheet vehicle obligatiot
(3) Calculated using the effective income tax ratettierperiod exclusive of benefits from tax law clem
(4) Represents sharehold’ equity adjusted for cumulative effect of accountihgnges and tax benefits in the respective per

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Forward-looking statements (within the meaninghef Federal Private Securities Litigation Reform éfct
1995) are statements that relate to expectati@tigefs, projections, future plans and strategiaicgated events or
trends concerning matters that are not historietlst These statements are often preceded bylodénthe words
“believe,” “expect,” “intend,” “estimate,” “anticigte,” “will,” “may,” “could,” “should” or similar expressions. This
Annual Report contains forward-looking statementsuding, but not limited to, statements regarding:

” o

» the status of our unrecognized tax benefits for72@0ated to the U.S. federal, state and foreigrptesitions
and the impact of recent state tax law chan

e our expectations as to anticipated revenue andnggrtrends and future economic conditic
< the anticipated p-tax cost savings from our global cost savingsatiies;
« the expected effect of our Canadian acquisitionemenue
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our ability to successfully achieve the operatiayadls that are the basis of our business strateigiguding
offering competitive pricing, diversifying our cesher base, optimizing asset utilization, leveradimgy
expertise of our various business segments, seotingustomers’ global needs and expanding oura@tipp
services

impact of losses from conditional obligations amisfrom guarantee:
our expectations as to the future level of vehidimlesaling activity

number of NLE vehicles in inventory, and the sifewr commercial rental fleet, for the remaindethosd
year;

estimates of free cash flow, capital expendituresenvironmental expenses for 20

the adequacy of our accounting estimates and reséov pension expense, depreciation and residuatv
guarantees, seinsurance reserves, goodwill impairment, accountimgnges and income tax

our ability to fund all of our operations for theréseeable future through internally generated<uanrdi
outside funding source

the anticipated impact of fuel price fluctuatio

our expectations as to future pension expense @mdiloutions, the impact of recent pension legistatas
well as the effect of the freeze of the U.S. pemgilan on our benefit funding requiremer

the anticipated income tax impact of the -kind exchange prograr

the anticipated deferral of tax gains on dispos$aligible revenue earning equipment pursuant to ou
vehicle like-kind exchange prograr

our expectations as to the future effect of amemdsi® our contractual relationship with GM; €

our expectations regarding the effect of the adoptif recent accounting pronounceme

These statements, as well as other forward-lookiagements contained in this Annual Report, aredas our
current plans and expectations and are subjectis, uncertainties and assumptions. We cautiottersahat certai
important factors could cause actual results ardits\vto differ significantly from those expressedny forward-
looking statements. For a detailed descriptioneofain of these risk factors, please see “ltemRi8k Factors” of
this Annual Report.

The risks included in the Annual Report are notaadtive. New risk factors emerge from time to tenel it is
not possible for management to predict all sudhfastors or to assess the impact of such rislofaain our
business. As a result, no assurance can be givitenoas future results or achievements. You showldplace undue
reliance on the forward-looking statements conthimerein, which speak only as of the date of thisu#al Report.
We do not intend, or assume any obligation, to tgpdarevise any forward-looking statements comdiim this
Annual Report, whether as a result of new infororatfuture events or otherwise.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

The information required by ITEM 7A is includedlifEM 7 (pages 46-47) of PART Il of this report.
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56




Table of Contents

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

TO THE SHAREHOLDERS OF RYDER SYSTEM, INC.:

Management of Ryder System, Inc., together witledtssolidated subsidiaries (Ryder), is respondixie
establishing and maintaining adequate internalrobover financial reporting as defined in Rulea135(f) and
15d-15(f) under the Securities Exchange Act of 1$84der’s internal control over financial reportirsgdesigned to
provide reasonable assurance regarding the réyabflfinancial reporting and the preparation lo¢ ttonsolidated
financial statements for external purposes in a@ore with accounting principles generally accepigtie United
States of America.

Ryder’s internal control over financial reportinieiudes those policies and procedures that (1xipetd the
maintenance of records that, in reasonable detlrately and fairly reflect the transactions disgpositions of the
assets of Ryder; (2) provide reasonable assurhatéransactions are recorded as necessary totgeeparation of
financial statements in accordance with generalbepted accounting principles, and that our reseiptl
expenditures are being made only in accordanceamthorizations of Ryder's management and directord
(3) provide reasonable assurance regarding prereatitimely detection of unauthorized acquisitiose or
disposition of Ryder’s assets that could have @nwteffect on the consolidated financial statetpen

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or déte
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

Management assessed the effectiveness of Rydeztaah control over financial reporting as of Detem31,
2007. In making this assessment, management useditbria set forth by the Committee of Sponsoring
Organizations of the Treadway Commission in “Ing¢i@ontrol — Integrated Framework.” Based on our
assessment and those criteria, management detertheteRyder maintained effective internal contreér financia
reporting as of December 31, 2007.

Ryder’s independent registered certified publiccaicting firm has audited the effectiveness of Rigleternal
control over financial reporting. Their report appeon page 58.
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REPORT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC A CCOUNTING FIRM

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF
RYDER SYSTEM, INC.:

In our opinion, the accompanying consolidated bz#asheets and the related consolidated statenfents o
earnings, shareholders’ equity, and cash flowsHeryears ended December 31, 2007 and 2006, pregéyntin all
material respects, the financial position of Ryfigstem, Inc. and its subsidiaries at December @17 2nd 2006,
and the results of their operations and their ¢asts for each of the two years in the period enBedember 31,
2007 in conformity with accounting principles gealr accepted in the United States of America.dditon, in out
opinion, the financial statement schedule infororafior 2007 and 2006 listed in the accompanyingxygresents
fairly, in all material respects, the informaticet $orth therein when read in conjunction with te&ated
consolidated financial statements. Also in our @pinthe Company maintained, in all material respesffective
internal control over financial reporting as of Batber 31, 2007, based on criteria establishedt@rial Control —
Integrated Framework issued by the Committee ohSpiing Organizations of the Treadway CommissioD$0).
The Company’s management is responsible for thiraadial statements and financial statement scleedul
information, for maintaining effective internal dool over financial reporting and for its assesstradrihe
effectiveness of internal control over financighoeing, included in the accompanying ManagemeRgport on
Internal Control over Financial Reporting. Our resgibility is to express opinions on these finahsfatements, on
the financial statement schedule and on the Conipamtgrnal control over financial reporting basedour
integrated audits. We conducted our audits in atznare with the standards of the Public Company Aeting
Oversight Board (United States). Those standamgisinethat we plan and perform the audits to obte&sonable
assurance about whether the financial statemeatises of material misstatement and whether effedtiternal
control over financial reporting was maintaineciihmaterial respects. Our audits of the finanstatements
included examining, on a test basis, evidence stipgahe amounts and disclosures in the finarstaiements,
assessing the accounting principles used and &ignifestimates made by management, and evaluagngverall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included dbtag an
understanding of internal control over financigloging, assessing the risk that a material weakegists, and
testing and evaluating the design and operatirgcgffeness of internal control based on the asdesde Our audi
also included performing such other proceduresexsamsidered necessary in the circumstances. Visvbehat ou
audits provide a reasonable basis for our opinions.

As discussed in Note 2 to the consolidated findrst&ements, in 2007 the Company changed its rdetho
accounting for uncertainty in income taxes andd@@the Company changed its methods of accounpinghfare-
based compensation and pension and other postnetiteplans.

A company’s internal control over financial repogiis a process designed to provide reasonablesassu
regarding the reliability of financial reportingdthe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (Papeto the maintenance of records that, in redslerdetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (iiyvule reasonable
assurance that transactions are recorded as nactsgarmit preparation of financial statementsd@gordance wit
generally accepted accounting principles, andréwipts and expenditures of the company are beadg only in
accordance with authorizations of management anedtdirs of the company; and (iii) provide reasoeassurance
regarding prevention or timely detection of unauitexd acquisition, use, or disposition of the comps assets that
could have a material effect on the financial stegets.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance Withpolicies
or procedures may deteriorate.

/sl PricewaterhouseCoopers LLP

February 11, 2008
Miami, Florida
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THE BOARD OF DIRECTORS AND STOCKHOLDERS OF
RYDER SYSTEM, INC.:

We have audited the accompanying consolidatednséatts of earnings, shareholders’ equity, and das¥sfof
Ryder System, Inc. and its subsidiaries (the “Camgp)efor the fiscal year ended December 31, 206xdnnection
with our audit of the consolidated financial stages, we also have audited the consolidated fiahstatement
schedule listed in the accompanying index, in s@éat relates to 2005. These consolidated firdrstatements ar
consolidated financial statement schedule aredasgansibility of the Company’s management. Ouraasibility is
to express an opinion on these consolidated fi@hstatements and consolidated financial stateswredule based
on our audit.

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that ame ghd perform the audit to obtain reasonable assarabout
whether the financial statements are free of materisstatement. An audit includes examining, ¢esabasis,
evidence supporting the amounts and disclosuréigifinancial statements. An audit also includegssing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfieancial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenéspects, the
results of the Company’s operations and their dasvs for the fiscal year ended December 31, 2@08pnformity
with U.S. generally accepted accounting principhdso, in our opinion, the related consolidatedafinial statement
schedule, in so far as it relates to 2005, whesidened in relation to the basic consolidated foarstatements
taken as a whole, present fairly, in all matersipects, the information set forth therein.

As discussed in the notes to the consolidated iahstatements, the Company changed its method of
accounting for conditional asset retirement oblayat in 2005.

/s KPMG LLP

February 15, 2006
Miami, Florida
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

Revenue

Operating expense (exclusive of items shown seglg:
Salaries and employ-related cost

Subcontracted transportati

Depreciation expens

Gains on vehicle sales, r

Equipment rente

Interest expens

Miscellaneous income, n

Restructuring and other charges,

Earnings from continuing operations before income$
Provision for income taxe

Earnings from continuing operatio
Earnings from discontinued operations, net of
Cumulative effect of change in accounting principiet of tax

Net earning:

Earnings per common she— Basic:
Continuing operation
Discontinued operatior
Cumulative effect of change in accounting princ

Net earningt

Earnings per common sheé— Diluted:
Continuing operation
Discontinued operatior
Cumulative effect of change in accounting princ

Net earning:

See accompanying notes to consolidated financééstents.
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Years ended December

2007 2006 2005

(In thousands, except per share amot
$6,565,99! 6,306,64. 5,740,84
2,776,99° 2,735,75. 2,587,73
1,410,38" 1,397,39. 1,262,16!
950,50( 865,47" 638,31¢
815,96. 743,28t 740,41!
(44,099 (50,766  (47,09¢
93,33’ 90,13 87,324
160,07- 140,56: 120,47-
(15,909 (11,739 (8,949
13,26¢ 3,564 3,37¢
6,160,53. 5,913,671 5,383,75!
405,46:  392,97: 357,08t
151,60: _ 144,01¢ _ 129,46
253,86: 248,95¢ 227,62¢
— — 1,741
— — (2,440)
$ 253,86: 248,95¢ 226,92¢
$ 4.2¢ 4.0¢ 3.57
— — 0.0¢
- - (0.04)
$ 4.2¢ 4.0¢ 3.5€
$ 4,24 4.04 3.5¢
— — 0.0¢
— — (0.04)
$ 4.2¢ 4.04 3.5z
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

December 3:
2007 2006
(Dollars in thousand:

except per share amoul

Assets:
Current asset:
Cash and cash equivalel $ 116,45! 128,63
Receivables, ne 843,66:. 883,47¢
Inventories 58,81( 59,31¢
Prepaid expenses and other current a: 203,13: 190,38:
Total current asse 1,222,06; 1,261,81!
Revenue earning equipment, net of accumulated diegian of $2,724,565 and
$2,825,876, respective 4,501,39 4,509,33;
Operating property and equipment, net of accumdldépreciation of $811,579 and
$778,550, respective 518,72¢ 498,96
Goodwill 166,57( 159,24
Intangible assel 19,23: 14,38
Direct financing leases and other as: 426,66 385,17¢
Total asset $6,854,64! 6,828,92

Liabilities and shareholde’ equity:
Current liabilities:

Shor-term debt and current portion of lc-term debt $ 222,69¢ 332,74!
Accounts payabl 383,80t 515,12:
Accrued expenses and other current liabili 412 ,85! 419,75¢
Total current liabilities 1,019,36. 1,267,62:
Long-term debt 2,553,43. 2,484,19:
Other nor-current liabilities 409,90° 461,77
Deferred income taxe 984,36: 894,54
Total liabilities 4,967,06! 5,108,14.

Shareholder equity:
Preferred stock of no par value per share — authdri3,800,917; none outstanding
December 31, 2007 or 20! — —
Common stock of $0.50 par value per share — autbdyi400,000,000; outstanding,

2007— 58,041,563; 200— 60,721,52¢ 28,88: 30,22(
Additional paic-in capital 729,45: 713,26
Retained earning 1,160,13; 1,123,78!
Accumulated other comprehensive |i (30,877 (146,499

Total shareholde’ equity 1,887,58° 1,720,77!
Total liabilities and sharehold¢ equity $6,854,64' 6,828,92:

See accompanying notes to consolidated financééstents.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December
2007 2006 2005
(In thousands

Cash flows from operating activitie

Net earnings $ 253,86: 248,95¢ 226,92¢
Cumulative effect of change in accounting princ — — 2,44(
Depreciation expens 815,96: 743,28t 740,41!
Gains on vehicle sales, r (44,099 (50,76¢€) (47,099
Shar-based compensation expel 16,75¢ 13,64 3,12¢
Amortization expense and other -cash (credits) charges, r (1,95)) 14,10¢ 11,23:
Deferred income tax expense (bene 64,39¢ 76,23t (24,910
Tax benefits from sha-based compensatic 1,45¢ 5,40t 5,67(
Changes in operating assets and liabilities, natqtiisitions

Receivable: 57,96¢ (58,30¢) (81,97
Inventories 1,40¢ 51& (564)
Prepaid expenses and other as 6,52¢ (16,687) 10,72«
Accounts payabl (18,109 32,64( 51,08¢
Accrued expenses and other -current liabilities (51,24") (155,44°) (118,01)
Net cash provided by operating activit 1,102,93! 853,58" 779,06:

Cash flows from financing activitie
Net change in commercial paper borrowii (159,77)) 328,64 188,27
Debt proceed 513,02: 670,56¢ 762,12
Debt repaid, including capital lease obligatir (439,000) (378,519 (543,93)
Dividends on common stoc (50,157 (43,957) (40,929
Common stock issue 42,34( 61,59 28,29¢
Common stock repurchas (209,019 (159,05() (152,32f)
Excess tax benefits from sh-based compensatic 3,371 8,92¢ —
Net cash (used in) provided by financing activi (299,207) 488,20: 241,50!

Cash flows from investing activitie
Purchases of property and revenue earning equif (1,317,23) (1,695,069 (1,399,37)
Sales of operating property and equipn 18,86¢ 6,57¢ 6,96:
Sales of revenue earning equipm 354,76° 326,07¢ 326,75:
Sale and leaseback of revenue earning equip 150,34¢ — —
Acquisitions (75,22¢) (4,117 (15,110
Collections on direct finance leas 63,35¢ 66,27 70,40¢
Changes in restricted ca (19,68¢) (41,46 21,51
Other, ne 1,58¢ 2,16° —
Net cash used in investing activiti (823,219 (1,339,55I) (988,85Y)
Effect of exchange rate changes on ¢ 7,30: (2,327) (3,956
(Decrease) increase in cash and cash equive (22,180 (88) 27,75¢
Cash and cash equivalents at Janue 128,63¢ 128,72 100,97
Cash and cash equivalents at Decembe $ 116,45¢ 128,63¢ 128,72°

Supplemental disclosures of cash flow informat
Cash paid during the period fc

Interest $ 154,26 134,92: 118,01(

Income taxes, net of refun 57,99 145,39¢ 289,61t
Non-cash investing activitie!

Changes in accounts payable related to purchageseiue earning equipme (122,400) 64,451 11,59

Revenue earning equipment acquired under capasaét 10,92( 2,29t 43¢

See accompanying notes to consolidated financééstents.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Balance at January 1, 20

Components of comprehensive incor
Net earnings
Foreign currency translation adjustme
Additional minimum pension liability adjustment,traf tax of
$(16,076)
Unrealized loss related to derivatives accounte@séchedge
Total comprehensive incon
Common stock dividends declar— $0.64 per shar
Common stock issued under employee stock optiorsauk
purchase plan®
Benefit plan stock purchas®)
Common stock repurchas
Amortization and forfeiture of nonvested stc
Tax benefits from sha-based compensatic

Balance at December 31, 20

Components of comprehensive incor
Net earnings
Foreign currency translation adjustme
Additional minimum pension liability adjustment,traf tax of
$(100,385,
Unrealized gain related to derivatives accountecdfohedge
Total comprehensive incon
Adoption of SFAS No. 158, net of tax of $(83,8.3)
Common stock dividends declar— $0.72 per shar
Common stock issued under employee stock optiorstrak
purchase plan®)
Benefit plan stock sale®
Common stock repurchas
Shar+-based compensatic
Tax benefits from sha-based compensatic
Adoption of SFAS No. 123(®)

Balance at December 31, 20
Components of comprehensive incor
Net earnings
Foreign currency translation adjustme
Unrealized loss related to derivatives accounteédséchedge

Amortization of pension and postretirement itenet, af taxes o

$(5,808)@
Pension curtailment, net of taxes of $(5,9¢
Change in net actuarial loss, net of taxes of $@37),®

Total comprehensive incon
Common stock dividends declar— $0.84 per shar
Common stock issued under employee stock optiorstrak
purchase plan®)
Benefit plan stock sale®
Common stock repurchas
Shar«-based compensatic
Tax benefits from sha-based compensatic
Adoption of FIN 48@3)

Balance at December 31, 20

Accumulatec

Preferre Additional Other
Common Stocl Paic-In Retainec Deferred  Comprehensiv
Amount Shares Par Capital Earnings Compensatio Loss Total
(Dollars in thousands, except per share amot
$ 64,310,85 32,15¢ 668,15. 963,48 (4,180 (149,42 1,510,18!
— — — 226,92 — —  226,92¢
— — — — — (21,029 (21,029
— — — — — (32,169 (32,169
— — — — — (308) (305)
173,43:
— — — (40,929 — — (40,929
1,258,55! 62¢ 33,31¢ — (5,646 — 28,29¢
(12,647 (6) (369) — — — (375)
(3,659,05) (1,829 (39,004 (111,119 — — (151,95)
(28,239  (14) (1,090 — 4,22¢ — 3,12¢
— — 5,67( — — — 5,67(
61,869,47 30,93t 666,67: 1,038,36 (5,59¢) (202,919 1,527,45!
— — —  248,95¢ — —  248,95¢
— — — — — 29,11¢ 29,11¢
— — — — — 178,08. 178,08
= = — — = 224 224
456,38
— — — — — (150,999 (150,999
— — —  (43,95) — —  (43,95)
2,240,381  1,10¢ 60,33¢ — — — 61,44¢
4,75¢€ 2 14: — — — 14&
(3,393,08) (1,697 (37,77¢ (119,57) — —  (159,05()
— — 13,64 — — — 13,64
— — 15,71( — — — 15,71(
— (129 (5469 — 5,50¢ — —
60,721,52 30,22( 713,26 1,123,78 — (146,494 1,720,77!
= = — 253,86 = —  253,86:
— — — — — 62,05. 62,05.
— — — — — (52 (52
— — — — — 11,26¢ 11,26¢
— — — — — 10,51( 10,51(
—_ —_ —_ —_ —_ 31,83¢ 31,83¢
369,47¢
— — — (50,159 — — (50,159
1,202,16! 604 41,69( = = = 42,29¢
364 — 46 — — — 46
(3,882,49) (1,941 (47,13¢) (159,939 — — (209,019
— — 16,75¢ — — — 16,75¢
= = 4,83 — = — 4,83t
_ — — (7,427) — — (7,429
$ 58,041,56 $28,88: 729,45. 1,160,13 — (30,877 1,887,58!

(1) Net of common shares delivered as payment forteecise price or to satisfy the hold’ withholding tax liability upon exercise of optiol

(2) Represents op-market transactions of common shares by the trusft@&yde’s deferred compensation plai

(3) See Note 2, “Accounting Changes,” in the Notes ¢ngdlidated Financial Statements for additionabimfiation related to the adoption of

SFAS No. 158, SFAS No. 123R and FIN

(4) Amounts pertain to our pension and/or postretiretiEmefit plans. See Note “Employee Benefit Plans,” in the Notes to Consolath
Financial Statements for additional informationatdd to the U.S. pension benefit plan curtailm

See accompanying notes to consolidated financééstents.
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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Consolidation

The consolidated financial statements include tumants of Ryder System, Inc. (Ryder) and all &#iin
which Ryder has a controlling voting interest (“sigiaries”) and variable interest entities (“VIEsthere Ryder is
determined to be the primary beneficiary. Rydetaemed to be the primary beneficiary if we bearagonity of the
risk to the entities’ potential losses or standam from a majority of the entities’ expected ragi All significant
intercompany accounts and transactions betweerolidated companies have been eliminated in coratdid.
Certain prior year amounts have been reclassifiedbbform to the current period presentation.

Use of Estimates

The preparation of our consolidated financial stegets requires management to make estimates and
assumptions that affect the amounts reported icahsolidated financial statements and accompanyites. Thes
estimates are based on management’s best knowdédhigtorical trends, actions that we may takehim future, and
other information available when the consolidaiedricial statements are prepared. Changes in éstrage
recognized in accordance with the accounting ridethe estimate, which is typically in the peritien new
information becomes available. Areas where therpaifithe estimate make it reasonably possibleatiatal results
could materially differ from the amounts estimateclude: depreciation and residual value guarant®gloyee
benefit plan obligations, self-insurance accruatpairment assessments on long-lived assets (imgugbodwill
and indefinite-lived intangible assets), revenumgaition, income tax liabilities and contingeratilities.

Cash Equivalents

Cash in excess of current operating requiremerits/ésted in short-term, interest-bearing instrutaevith
maturities of three months or less at the dateuathase and are stated at cost.

Restricted Cash

Restricted cash consists of cash proceeds prinfasity the sale of eligible vehicles or operatingperty set
aside for the acquisition of replacement vehiclesperating property under our like-kind excharepegrograms.
See Note 14, “Income Taxes,” for a complete disonssf the vehicle likekind exchange tax programs. We clas
restricted cash within “Prepaid expenses and atheent assets” if the restriction is expectedxpire in the twelve
months following the balance sheet date or witlihiréct financing leases and other assets” if tis¢riction is
expected to expire more than twelve months afeebtidance sheet date. The changes in restrictachedences are
reflected as an investing activity in our ConsdiédbStatements of Cash Flows as they relate teales and
purchases of revenue earning equipment.

Revenue Recognition

We generate revenue through the lease, rental airdenance of revenue earning equipment and ssrvice
rendered under service contracts. We recognizenteverhen persuasive evidence of an arrangemeits etkis
services have been rendered to customers or delinaaroccurred, the pricing is fixed or determiealind
collectibility is reasonably assured. We are regglito make judgments about whether pricing is figed
determinable and whether or not collectibility éasonably assured.

Revenue is recorded on a gross basis, without diedutbird-party services costs, when we are acti®g
principal with substantial risks and rewards of ewghip. Revenue is recorded on a net basis, afthrating third-
party services costs, when we are acting as art agidrout substantial risks and rewards of
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ownership. Sales tax collected from customers amitted to the applicable taxing authorities iscagtted for on a
net basis, with no impact on revenues.

In addition to the aforementioned general polibg, following are the specific revenue recognitiotigies for
our reportable business segments by major revamaegement:

Fleet Management Solutions (FV

Revenue from leases and rental agreements is doivéime classification of the arrangement as eiéimer
operating or direct finance lease under Statemigfinancial Accounting Standards (SFAS) No. 1&¢¢ounting fo
Leases.”

e The majority of our leases and all of our rentakagnents are classified as operating leases arefdhe,
we recognize revenue on a straight-line basis hles are used over the terms of the related aggpts.
Lease and rental agreements do not usually prdeidecheduled rent increases or escalations. Howeve
lease agreements allow for rate changes basedaamyes in the Consumer Price Index (CPI). Leade an
rental agreements also provide for a fixed per-ihilgrge plus a fixed time charge. The fixed
per-mile charge, the fixed time charge and the gharn rates attributed to changes in the CPI are
considered contingent rentals and recognized a®e:

« Direct financing lease revenue is recognized ugiegeffective interest method, which provides astamnt
periodic rate of return on the outstanding investnom the lease

Revenue from maintenance service contracts is rézeg on a straight-line basis as maintenancees\are
rendered over the terms of the related agreem@ntsract maintenance agreements allow for rategdgsmbased
upon changes in the CPI. Maintenance agreememtgaigide for a fixed per-mile charge. The fixed
per-mile charge and the changes in rates attritotetlanges in the CPI are recognized as earned.

Revenue from fuel services is recognized whenifudtlivered to customers.
Supply Chain Solutions (SCS) and Dedicated Contactiage (DCC)

Revenue from service contracts is recognized agcgesrare rendered in accordance with contractgewhich
typically include discrete billing rates for thengees.

In transportation management arrangements whegctes principal, revenue is reported on a grosis pa
without deducting third-party purchased transpatatosts. To the extent that we are acting aggantan the
arrangement, revenue is reported on a net batis,dfducting purchased transportation costs. fffedanuary 1,
2008, our contractual relationship for certain s@ortation management services changed, and werdeésl, after
a formal review of the terms and conditions of $kevices, that we will be acting as an agent iratih@ngement. As
a result, the amount of total revenue and subcciettiaransportation expense will decrease in thedudue to the
reporting of revenue net of subcontracted tranggiort expense. During 2007, 2006 and 2005, revasseciated
with this portion of the contract was $640 millié®g65 million and $360 million, respectively.

Accounts Receivable Allowance

We maintain an allowance for uncollectible custoneeeivables and an allowance for billing adjustteen
related to certain discounts and billing correddidBstimates are updated regularly based on hiatarkperience of
bad debts and billing adjustments processed, ductdection trends and aging analysis. Accounéscirarged
against the allowance when determined to be uratiile. The allowance is maintained at a level degm
appropriate based on loss experience and otharsaaftfecting collectibility.

Inventories

Inventories, which consist primarily of fuel, tiraad vehicle parts, are valued using the lowerost or market.
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Revenue Earning Equipment, Operating Property and uipment, and Depreciation

Revenue earning equipment, comprised of vehicledoperating property and equipment are statedsit ¢
inclusive of vendor rebates. Revenue earning egeifprand operating property and equipment undetaldpase
are stated at the lower of the present value ofrmim lease payments or fair value. Vehicle repaid
maintenance that extend the life or increase theevaf a vehicle are capitalized, whereas ordimaajntenance and
repairs are expensed as incurred. The cost of leefeiplacement tires and tire repairs are expeasédicurred.
Direct costs incurred in connection with developangbtaining internal-use software are capitalizédsts incurred
during the preliminary software development profage, as well as maintenance and training catexpensed
as incurred.

Leasehold improvements are depreciated over theeshad their estimated useful lives or the termhef relate
lease, which may include one or more option reng&ebds where failure to exercise such optionsldioesult in
an economic penalty in such amount that renewatasp at the inception of the lease, to be rea$pasbured.
During the term of the lease, if a substantial oldal investment is made in a leased propertyrevevaluate our
definition of lease term to determine whether theestment, together with any penalties relatedto-renewal,
would constitute an economic penalty in such amthaitrenewal appears, at the time of the reevialyaib be
reasonably assured.

Provision for depreciation is computed using tmaight-line method on all depreciable assets. Wmgieally
review and adjust, as appropriate, the residualegaand useful lives of revenue earning equipn@umt.review of
the residual values and useful lives of revenureiegrequipment, is established with a long-termmwi®nsidering
historical market price changes, current and exgukftiture market price trends, expected life ofidlels and extent
of alternative uses.

We routinely dispose of used revenue earning eqelipras part of our FMS business. Revenue earning
equipment held for sale is stated at the loweraofying amount or fair value less costs to selt. ilevenue earning
equipment held for sale, we stratify our fleet l@hicle type (tractors, trucks, trailers), weigtdass, age and other
relevant characteristics and create classes olesiassets for analysis purposes. Fair value srohéhed based upc
recent market prices obtained from our own salpeeence for sales of each class of similar agselsvehicle
condition. Reductions in the carrying values ofigkds held for sale are recorded within “Depreciatexpense” in
the Consolidated Statements of Earnings. While @liebe our estimates of residual values and fdiresof
revenue earning equipment are reasonable, chamges estimates of values may occur due to chaingibe
market for used vehicles, the condition of the glgls, and inherent limitations in the estimatioogess.

Gains and losses on operating property and equipsaées are reflected in “Miscellaneous income,’net
Goodwill and Other Intangible Assets

Goodwill and other intangible assets with inde&niseful lives are not amortized, but rather, eséetd for
impairment at least annually (Aprils1). Recoverability of goodwill is evaluated usingna-step process. The first
step involves a comparison of the fair value oheafcour reporting units with its carrying amoulifita reporting
unit's carrying amount exceeds its fair value, the sestep is performed. The second step involves gadson o
the implied fair value and carrying value of theporting unit’'s goodwill. To the extent that a repag unit's
carrying amount exceeds the implied fair valug®fjoodwill, an impairment loss is recognized. lfe@ble
intangible assets not subject to amortization asessed for impairment by comparing the fair vafue intangibli
asset to its carrying amount. An impairment loggognized for the amount by which the carryinlyeaxceeds
fair value.

In making our assessments of fair value, we relpumknowledge and experience about past and dugvemts
and assumptions about conditions we expect to.e)igse assumptions are based on a number ofdaotiduding
future operating performance, economic conditi@aasipns we expect to take, and present value tqubei Rates
used to discount future cash flows are dependemt ugerest rates and the cost of
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capital at a point in time. There are inherent utadeties related to these factors and managemgikignent in
applying them to the analysis of goodwill impairmehis possible that assumptions underlying thpairment
analysis will change in such a manner that impantnmevalue may occur in the future.

Intangible assets with finite lives are amortizedrtheir respective estimated useful lives tortbstimated
residual values. Identifiable intangible assets #ina subject to amortization are evaluated foraimpent using a
process similar to that used to evaluate long-lasskets described below.

Impairment of Long-Lived Assets Other than Goodwill

Long-lived assets held and used, including revesauring equipment, operating property and equipraedt
intangible assets with finite lives, are testedrémoverability when circumstances indicate thatdharrying amount
of assets may not be recoverable. Recoverabilityraf-lived assets is evaluated by comparing theyicey amount
of an asset or asset group to management’s basaésbof the undiscounted future operating cashdl¢excluding
interest charges) expected to be generated bystet ar asset group. If these comparisons indibatehe asset or
asset group is not recoverable, an impairmentitosscognized for the amount by which the carryiatpe of the
asset or asset group exceeds fair value. Fair valdetermined by quoted market price, if availablean estimate
of projected future operating cash flows, discodntsing a rate that reflects the related operat@gnent’s average
cost of funds. Long-lived assets to be disposadadfiding revenue earning equipment, operating @rypand
equipment and indefinite-lived intangible assets,raported at the lower of carrying amount or Yailue less costs
to sell.

Debt Issuance Costs

Costs incurred to issue debt are deferred and @edras a component of interest expense over theated
term of the related debt using the effective irgerate method.

Contract Incentives

Payments made to or on behalf of a lessee or cestopon entering into a lease of our revenue egrnin
equipment or contract are deferred and recognipesi siraight-line basis as a reduction of reverugg the contract
term. The unamortized portion of contract incerttiieincluded in “Direct financing leases and oth&sets” in our
Consolidated Balance Sheets.

Self-Insurance Accruals

We retain a portion of the accident risk under glghliability, workers’ compensation and other iremce
programs. Under our insurance programs, we hadditmally retained the risk of loss in various amts up to
$1 million on a per occurrence basis. Effectivedder 1, 2005 and January 1, 2006, we adjustedehicle liability
and workers’ compensation liability policies, resipeely, to retain the risk of loss in various ameiup to
$3 million on a per occurrence basis. Self-insueaatcruals are based primarily on an actuariatiynesed,
undiscounted cost of claims, which includes claimtsirred but not reported. Such liabilities aredazhen estimates.
Historical loss development factors are utilizeghttoject the future development of incurred lossesl these
amounts are adjusted based upon actual claim experiand settlements. While we believe that theuatsaare
adequate, there can be no assurance that changesdstimates may not occur due to limitationeneht in the
estimation process. Changes in the estimates sé thecruals are charged or credited to earnintjeiperiod
determined. Amounts estimated to be paid withinrdvet year have been classified as “Accrued exseaise other
current liabilities” with the remainder included‘i@ther non-current liabilities.”

We also maintain additional insurance at certaioams in excess of our respective underlying retant
Amounts recoverable from insurance companies areffget against the related accrual as our ingggolicies d
not extinguish or provide legal release from thigaltion to make payments related to such riskteeldosses.
Amounts expected to be received within the next jr@an insurance companies have been included mvithi
“Receivables” with the remainder included in “Ditéioancing leases and other assets” and
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are recognized only when realization of the cla@mrécovery is considered probable. The accruahferelated
claim has been classified within “Accrued experagd other current liabilities” if it is estimateal be paid within
the next year, otherwise it has been classifi¢®imer non-current liabilities.”

Residual Value Guarantees and Deferred Gains

We periodically enter into agreements for the salé operating leaseback of revenue earning equipmieese
leases contain purchase and (or) renewal optionelss limited guarantees of the lessor’s redidahie (‘residua
value guarantees™yWe periodically review the residual values of reweearning equipment that we lease from 1
parties and our exposures under residual valueagtess. The review is conducted in a manner sinuldrat used
to analyze residual values and fair values of owesdnue earning equipment. The amount of resihiak
guarantees expected to be paid is recognized aexpanse over the expected remaining term ofghgel.
Adjustments in the estimate of residual value guiaes are recognized prospectively over the exgeetaaining
lease term. While we believe that the amounts éeguaate, changes to our estimates of residual gglamntees
may occur due to changes in the market for useitheshthe condition of the vehicles at the entheflease and
inherent limitations in the estimation process.

Gains on the sale and operating leaseback of reveauning equipment are deferred and amortized on a
straight-line basis over the term of the lease i@slaction of rent expense.

Income Taxes

Our provision for income taxes is based on repogtatiings before income taxes. Deferred taxeseamgnize:
for the future tax effects of temporary differenbesween the financial statement carrying amouhéxisting asse!
and liabilities and their respective tax basesgtix rates in effect for the years in which thiéedéences are
expected to reverse. The effects of changes ifates on deferred tax balances are recognized ipg¢hed the new
legislation is enacted. Valuation allowances acegeized to reduce deferred tax assets to the anttwairis more
likely than not to be realized. In assessing tkelilhood of realization, management considers egémof future
taxable income.

We are subject to tax audits in numerous jurisdingiin the U.S. and around the world. Tax auditthleyr very
nature are often complex and can require seveeabyte complete. In the normal course of busingssare subject
to challenges from the IRS and other tax autharitegiarding amounts of taxes due. These challanggslter the
timing or amount of taxable income or deductionighe allocation of income among tax jurisdictioRsior to
January 1, 2007, we recorded the amount we expéxiedur as a result of tax audits as part of aedrincome
taxes based upon SFAS No. 5, “Accounting for Cgygncties.” Effective January 1, 2007, we adopted BAS
Interpretation No. (FIN) 48, “Accounting for Unceitity in Income Taxes.” FIN 48 requires that weetigtine
whether the benefits of our tax positions are nigedy than not of being sustained upon audit basrthe technici
merits of the tax position. For tax positions theg at least more likely than not of being susthimgon audit, we
recognize the largest amount of the benefit thatase likely than not of being sustained in oursmidated
financial statements. Refer to Note 2, “Account@izganges” for a discussion of the adoption impadtibf 48.

Accruals for income tax exposures, including peesland interest, expected to be settled withimth year
are included in “Accrued expenses and other cutignitities” with the remainder included in “Othabn-current
liabilities” in our Consolidated Balance Sheetsetast and penalties related to income tax expessnecognized
as incurred and included in “Provision for incoragds” in our Consolidated Statements of Earnings. f€deral
benefit from state income tax exposures is includé®eferred income taxes” in our Consolidatedd@ale Sheets.
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Severance and Lease Exit Costs

We recognize liabilities for severance and leasecests based upon the nature of the cost toderied. For
involuntary separation plans that are completetliwithe guidelines of our written involuntary seg#on plan, we
record the liability when it is probable and reeealy estimable. For one-time termination benefitssh as
additional severance pay or benefit payouts, ahdraxit costs, such as lease termination costdiahility is
measured and recognized initially at fair valu¢hi@ period in which the liability is incurred, witubsequent
changes to the liability recognized as adjustmintise period of change.

Environmental Expenditures

We record liabilities for environmental assessmaents (or) cleanup when it is probable a loss has lrecurre:
and the costs can be reasonably estimated. Envinotadriability estimates may include costs suchrscipated
site testing, consulting, remediation, disposatpemediation monitoring and legal fees, as apijeitg The
liability does not reflect possible recoveries fraraurance companies or reimbursement of remediatists by
state agencies, but does include estimates ofbasing with other potentially responsible partiestimates are not
discounted, as the timing of the anticipated casments is not fixed or readily determinable. Ckaiior
reimbursement of remediation costs are recordechwdeovery is deemed probable.

Derivative Instruments and Hedging Activities

We use financial instruments, including forwardleege contracts, futures, swaps and cap agreetoents
manage our exposures to movements in interestaatbforeign currency exchange rates. The useesktfinancial
instruments modifies the exposure of these riskk thie intent to reduce the risk or cost to us.dé@ot enter into
derivative financial instruments for trading purpesWe limit our risk that counterparties to theidsive contracts
will default and not make payments by entering uh¢oivative contracts only with counterparties coisgd of large
banks and financial institutions that meet esthbliscredit criteria. We do not expect to incur bsges as a result
of counterparty default.

On the date a derivative contract is entered irddavmally document, among other items, the interuedging
designation and relationship, along with the riskniagement objectives and strategies for enterbogtie derivativ
contract. We also formally assess, both at inceind on an ongoing basis, whether the derivatixessed in
hedging transactions are highly effective in otisgtchanges in fair values or cash flows of hedggms. Cash
flows from derivatives that are accounted for adges are classified in the Consolidated Statenwdr@ssh Flows
in the same category as the items being hedgedn\Wrsedetermined that a derivative is not higéffective as a
hedge or that it has ceased to be a highly effet¢tadge, we discontinue hedge accounting prospgtiv

The hedging designation may be classified as ortleeofollowing:

No Hedging Designation.The gain or loss on a derivative instrument restighated as an accounting hedging
instrument is recognized in earnings.

Fair Value Hedge. A hedge of a recognized asset or liability ouanecognized firm commitment is
considered a fair value hedge. For fair value hedgeth the effective and ineffective portionsha thanges in the
fair value of the derivative, along with the gaimlass on the hedged item that is attributabldé&hedged risk, are
both recorded in earnings.

Cash Flow Hedge.A hedge of a forecasted transaction or of theldity of cash flows to be received or paid
related to a recognized asset or liability is cdestd a cash flow hedge. The effective portiorhefdchange in the
fair value of a derivative that is declared as shddow hedge is recorded in “Accumulated other poghensive
loss” until earnings are affected by the variapilit cash flows of the desighated hedged item.
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Net Investment HedgeA hedge of a net investment in a foreign openraisoconsidered a net investment he
The effective portion of the change in the fairueabf the derivative used as a net investment heflgdoreign
operation is recorded in the currency translatidjustment account within “Accumulated other compretive loss.
The ineffective portion, if any, on the hedged itdmat is attributable to the hedged risk is recdnteearnings and
reported in “Miscellaneous income, net” in the Gaitated Statements of Earnings.

Foreign Currency Translation

Our foreign operations generally use the localengy as their functional currency. Assets and liidds of
these operations are translated at the exchanggiraeffect on the balance sheet date. If exclebility between
the functional currency and the U.S. dollar is tenapily lacking at the balance sheet date, thé $mbsequent rate
which exchanges can be made is used to transketésand liabilities. Income statement items areslated at the
average exchange rates for the year. The impantroéncy fluctuations is recorded in “Accumulatéder
comprehensive loss” as a currency translation aujrst. Gains and losses resulting from foreignency
transactions are recorded in “Miscellaneous incamé, in the Consolidated Statements of Earnings.

Share-Based Compensation

Prior to January 1, 2006, we recognized share-bes@ensation using the intrinsic value method. édridis
method, share-based compensation expense relasgattooptions was not recognized in the resulspafations if
the exercise price was equal to the market valueeoEommon stock on the measurement date, in @acoe with
Accounting Principles Board Opinion (APB) No. 2Bctounting for Stock Issued to Employees,” andtezla
Interpretations, as permitted by SFAS No. 123, ‘@Actting for Stock-Based Compensation.” As a resist,
recognition of share-based compensation expensdéimiésd to the expense attributed to grants ofuested stock
(restricted stock). Effective January 1, 2006, weped the fair value recognition provisions of SFRo. 123R,
“Share-Based Payment.” Refer to Note 2, “Accountiiganges” for a discussion of the adoption impéct o
SFAS No. 123R.

The fair value of stock option and nonvested stekrds, which are subject to graded vesting, gdsafter
January 1, 2006 is expensed on a straight-lines lmagir the vesting period of the awards. The falue of stock
option awards and nonvested stock awards grantedtprJanuary 1, 2006 is expensed based on thexileg vestin
schedule. Share-based compensation expense isatkjof Salaries and employee-related costs” in our
Consolidated Statements of Earnings.

Tax benefits resulting from tax deductions in egsogfsshare-based compensation expense recognized tine
fair value recognition provisions of SFAS No. 12@Rndfall tax benefits) are credited to additiopaid-in capital
in our Consolidated Balance Sheets. Realized tastfalils are first offset against the cumulativédoae of windfall
tax benefits, if any, and then charged directlinthme tax expense.
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The following table illustrates the effect on natréings and earnings per common share for thegrederd
December 31, 2005 if we had applied the fair vagedgnition provisions of SFAS No. 123 to optiomarged unde
our share-based employee compensation plans. Fooges of this pro forma disclosure, the valuéhefdptions
was estimated using a Black-Scholes-Merton optiacisiy valuation model and amortized to expense tive
options’ vesting periods.

(In thousands, exce
per share amount

Net earnings, as report $ 226,92¢
Add: Shar-based employee compensation expense includedanteejnet earnings, net of t 1,931
Deduct: Total share-based employee compensaticensgpdetermined under fair value mett
for all awards, net of ta (9,666
Pro forma net earning $ 219,19:
Earnings per common sha
Basic:
As reportec $ 3.5¢
Pro forma $ 3.4
Diluted:
As reportec $ 3.52
Pro forma $ 3.3¢

Earnings Per Share

Basic earnings per common share are computed Ijimtivnet earnings by the weighted-average number o
common shares outstanding. Nonvested stock (tirmegigestricted stock rights, market-based resttistock
rights and restricted stock units) granted to eyg®s and directors are not included in the comjmuntatf basic
earnings per common share until the shares velstediearnings per common share reflect the déugffect of
potential common shares from securities such &k stptions, timevested restricted stock rights and restricted ¢
units. Diluted earnings per common share alsoaefte dilutive effect of market-based restricteatk rights
(contingently issuable shares) if the vesting ctioids have been met as of the balance sheet datmasy the
balance sheet date is the end of the contingermigdp& he dilutive effect of stock options and nested stock is
computed using the treasury stock method, whictirass any proceeds that could be obtained uporxgreise of
stock options and vesting of nonvested stock wbeldised to purchase common shares at the averagetpace
for the period. The assumed proceeds include thehpee price the grantee pays, the windfall taxefiethat we
receive upon assumed exercise and the unrecogrirepensation expense at the end of each periodalelate
the assumed proceeds from excess tax benefits basbé deferred tax assets actually recorded witho
consideration of “as if” deferred tax assets caltad under the provision of SFAS No 123R, “Sharedgla
Payment.”

Share Repurchases

Repurchases of shares of common stock are madefwadly in open-market transactions and are sulbgec
market conditions, legal requirements and othetofac The cost of share repurchases is allocateeelbe common
stock and retained earnings based on the amowaaditional paid-in capital at the time of the shapurchase.

Comprehensive Income

Comprehensive income presents a measure of aljekan shareholders’ equity except for changedtiegu
from transactions with shareholders in their cayaas shareholders. Our total comprehensive
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income presently consists of net earnings, curréranslation adjustments associated with foreigeratons that
use the local currency as their functional curreacljustments for derivative instruments accoufdeds cash flow
hedges and various pension and other postretirehesmfits related items.

Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. 141RsifBss Combinations.” This statement amends SFAS
No. 141 and provides revised guidance for recoggiand measuring assets acquired and liabilitiesnasd in ¢
business combination. This statement also reqthisransaction costs in a business combinaticexpensed as
incurred. SFAS No. 141R applies prospectively tsitesss combinations for which the acquisition dsatn or after
the beginning of the first annual reporting pero@djinning on or after December 15, 2008. SFAS Ma&Rlwill
impact our accounting for business combinationspietad beginning January 1, 2009.

In February 2007, the FASB issued SFAS No. 159¢"“FFhir Value Option for Financial Assets and Firainc
Liabilities.” This statement permits companies hoase to measure many financial instruments artdinesther
items at fair value in order to mitigate volatilityreported earnings caused by measuring relasetsand liabilitie
differently without having to apply complex hedgeaunting provisions. SFAS No. 159 is effectivefioancial
statements issued for fiscal years beginning &fterember 15, 2007. At the effective date, a compaay elect the
fair value option for eligible items that existthat date. The company shall report the effecheffirst
remeasurement to fair value as a cumulative effdgtstment to the opening balance of retained egsrfor the
fiscal year in which this statement is initiallypdied. The provisions of SFAS No. 159 are effecfiveus beginning
January 1, 2008. We do not expect the adoptiorFéfSSNo. 159 will have an impact on our consoliddtadncial
statements.

In September 2006, the FASB issued SFAS No. 1590y Value Measurements.” This statement defines fai
value, establishes a framework for measuring faine under generally accepted accounting principled expands
disclosures about fair value measurements. SFAS Blbis effective for financial statements issudfiscal years
beginning after November 15, 2007, and interimgasiwithin those fiscal years. The transition asient, which i
measured as the difference between the carryingianamd the fair value of those financial instrutseat the date
this statement is initially applied, should be mmized as a cumulative effect adjustment to thenimgebalance of
retained earnings for the fiscal year in which 8tetement is initially applied. The provisionsS¥AS No. 157 are
effective for us beginning January 1, 2008. We @atald the impact of SFAS No. 157 on the valuatioouo
vehicles held for sale, and we do not expect theebe a material impact on our consolidated finalrsiatements.

2. ACCOUNTING CHANGES
Accounting for Uncertainty in Income Taxes

Prior to January 1, 2007, we recognized incometaxuals with respect to uncertain tax positiorsedaupon
SFAS No. 5. Under SFAS No. 5, we recorded a ligbéssociated with an uncertain tax position iflihbility was
both probable and estimable. Our liability undeASHNo. 5 included interest and penalties, whichearecognized
as incurred within “Provision for income taxes’tire Consolidated Statements of Earnings.

Effective January 1, 2007, we adopted FIN 48, “Agding for Uncertainty in Income Taxes.” FIN 48 rifi@s
the accounting for uncertainty in income taxes gaéred in financial statements in accordance witAS No. 109,
“Accounting for Income Taxes.” FIN 48 prescribeeaognition threshold and measurement attributérer
financial statement recognition and measuremeattak position taken or expected to be taken axasturn.
FIN 48 requires that we determine whether the hnef our tax positions are more likely than nbbeing
sustained upon audit based on the technical n@rttee tax position. For tax positions that aréeast more likely
than not of being sustained upon audit, we recegthie largest amount
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of the benefit that is more likely than not of kpsustained in our consolidated financial statesiddr all other ta
positions, we do not recognize any portion of thadiit in our consolidated financial statements Pplhovisions of
FIN 48 also provide guidance on derecognition,sifastion, interest and penalties, accountingitelim periods,

and disclosure.

The adoption of FIN 48 decreased the January 17 Ba@tance of retained earnings by $7 million angied
income taxes by $18 million with a correspondingréase of $25 million to the liability for uncemaax positions.
Results of prior periods have not been restated pOlicy for interest and penalties related to imeotax exposures
was not impacted by FIN 48. The adoption of FINm@eased our full-year 2007 effective tax ratedt0s.

Employers’ Accounting for Defined Benefit Pension ad Other Postretirement Plans

Effective December 31, 2006, we adopted SFAS N8, 1B5mployers’Accounting for Defined Benefit Pensii
and Other Postretirement Plans.” Under SFAS No, We8wvere required to recognize the overfunded or
underfunded status of a defined benefit pensionotimel postretirement plan as an asset or liabiityur
Consolidated Balance Sheets and to recognize chamgjeat funded status in the year in which thenges occur
through comprehensive income.

The following table summarizes the incremental @fté recognizing the funded status of our plans in
accordance with SFAS No. 158 on individual linerigein the Consolidated Balance Sheet at Decemh&(Rb5:

Before After
Application of Application of
SFAS No. 15  Adjustment:  SFAS No. 15

(In thousands

Intangible asset $ 14,90: (5149 14,38
Direct financing leases and other as: 540,04¢ (154,870() 385,17t
Total asset 6,984,30 (155,389  6,828,92:
Accrued expenses and other current liabili 422,95 (3,20 419,75t
Other nol-current liabilities 379,12: 82,65¢ 461,77
Deferred income taxe 978,38 (83,840 894,54°
Total liabilities 5,112,52! (4,387 5,108,14
Accumulated other comprehensive | 4,50¢ (150,999 (146,49
Total shareholde’ equity 1,871,77 (150,999  1,720,77!

Share-Based Payment

Effective January 1, 2006, we adopted the fair@akcognition provisions of SFAS No. 123R, “Shass&d
Payment” using the modified-prospective transitieethod. Under this transition method, compensaiqrense
was recognized beginning January 1, 2006 and irdl{d) compensation expense for all share-basetbgesp
compensation arrangements granted prior to, buyetotested as of January 1, 2006, based on tin¢ date fair
value estimated in accordance with the original/gions of SFAS No. 123, and (b) compensation egedar all
share-based employee compensation arrangementsajgasequent to January 1, 2006, based on thedate
fair value estimated in accordance with the pravisiof SFAS No. 123R. Results for prior periodsehast been
restated. As a result of adopting SFAS No. 123Ranuary 1, 2006, earnings before income taxehéoy¢ar ende
December 31, 2006 were $10 million ($7 million afizx or $0.12 per diluted common share) lowemtifiave had
continued to account for share-based compensatiderlAPB No. 25.
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Prior to the adoption of SFAS No. 123R, we prestatetax benefits of tax deductions resulting frira
exercise of stock options as operating cash floviké Consolidated Statements of Cash Flows. SFASLR3R
requires the cash flows from the tax benefits tesyfrom tax deductions in excess of the compeoisatxpense
recognized for those options (windfall tax benégfitsbe classified as financing cash flows. Asslte we classified
$9 million as cash flows from financing activitiegher than cash flows from operating activitiestfe year ended
December 31, 2006. Under the modified-prospectamesition method of SFAS No. 123R, we were permitte
calculate a cumulative memo balance of windfallliarefits from post-1995 years for purposes of aetong for
future tax shortfalls. We elected to apply the ldogn method for determining the pool of windfaktbenefits and
had a pool of windfall tax benefits upon adoptidi86AS No. 123R.

Accounting for Conditional Asset Retirement Obligatons

Effective December 31, 2005, we adopted FIN 47 cumting for Conditional Asset Retirement Obligatd
which clarifies that the term conditional assetrestent obligation as used in SFAS No. 143, “Acammfor Asset
Retirement Obligations,” refers to a legal obligatio perform an asset retirement activity in whieh timing and
(or) method of settlement are conditional on areievent that may or may not be within the cormfdhe entity.
The obligation to perform the asset retirementvgtis unconditional even though uncertainty exiabout the
timing and (or) method of settlement. Accordinglig are required to recognize a liability for the falue of a
conditional asset retirement obligation if the faatue of the liability can be reasonably estimatéwicertainty about
the timing and (or) method of settlement of a cbodal asset retirement obligation should be faddnto the
measurement of the liability when sufficient infation exists. The adoption of FIN 47 impacted argoainting for
the conditional obligation to remove undergrouratage tanks located at our FMS vehicle maintenéamikities.
Upon adoption of this standard, we recorded aduifioperating property and equipment, net of $2ianiland
additional current and non-current liabilities & ®illion, in addition to recognizing a non-caslefax cumulative
effect charge of $4 million ($2 million on an aftex-basis, or $0.04 per diluted common share).

3. ACQUISITIONS

Pollock Acquisition— On October 5, 2007, we entered into an assehpse agreement with Pollock
Nationalease“Pollock”), under which we acquired Pollock’s flegtapproximately 2,000 vehicles and nearly 200
contractual customers served by 6 locations fasratase price of $78 million, of which $75 millibad been paid
as of December 31, 2007. The combined networkogidlrate under the Ryder name, complementing oukehar
coverage and service network in Canada. The agsetigse was accounted for as a business combination

4G’s Acquisition— On March 7, 2005, we acquired the fleet andarusts of 4G’s Truck Renting Co. (4G’s),
a privatelyowned local truck leasing and rental company lataieNew York, for approximately $8 million in ca:
The asset purchase was accounted for as a busimagination.
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The purchase price allocations and resulting impadhe corresponding Consolidated Balance Shelettsng
to all acquisitions were as follows:

Years ended December
2007 2006 2005
(In thousands

Assets:
Customer relationship intangibl $ 5,83¢ — 20C
Gooduwill 6,94¢ — 82¢
Revenue earning equipme@ 56,17: —  575¢
Other asset 8,891 — 38€
77,84" —  7,16¢
Liabilities (11¢) — (160)
Net assets acquire $77,721 —  7,00¢
Cash paid for acquisitior $75,22¢ 4,11 15,11(
Unpaid purchase pric $ 2,83¢ 336 4,451

(1) 2005 includes a $1 million adjustment to revenumieg equipment related to a 2004 acquisiti

Pro forma information for the Pollock and 4G'’s aisifions was not disclosed because the effecthedd
acquisitions were not significant.

On January 11, 2008, we entered into an asset @sgcgreement with Lily Transportation Corporation
(“Lily™), under which we acquired Lily’s fleet of@proximately 1,600 vehicles and over 200 contrdatustomers
for a purchase price of $95 million. The combinetiwork will operate under the Ryder name, compleimgn
Ryder’s market coverage and service network ifNtbgheast United States. The asset purchase wiltbeunted
for as a business combination.

4. DISCONTINUED OPERATIONS

On September 13, 1999, we completed the sale gbuhlic transportation services business (RPTSighvh
was accounted for as discontinued operations. timection with the RPTS divestiture, we retainedowss RPTS
insurance claim liabilities that related to preedititure operations. In 2005, we adjusted our edémof these
insurance liabilities based on revised actuaritineges and reduced the carrying amount of theddities. We alst
recorded various immaterial amounts from the realaEliabilities established as part of other besis divestitures
that had been accounted for as discontinued opagaii prior years. The aggregate impact of thdgestments wa
a pre-tax benefit of $3 million ($2 million on aftea-tax basis, or $0.03 per diluted common shfmejhe year
ended December 31, 2005.
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5. RESTRUCTURING AND OTHER CHARGE
The components of restructuring and other charggtsn 2007, 2006 and 2005 were as follows:

Years ended December
2007 2006 2005
(In thousands

Restructuring charges, ni
Severance and employ-related cost $10,44: 1,048 2,44¢
Facilities and related cos 1,241 194 181

11,68: 1,24z 2,63(

Other charges, ne

Early retirement of det 1,280 2,141 —
Contract termination and transition co 30¢€ 181 74¢€
Total $13,26¢ 3,56/ 3,37¢

As noted in Note 26, “Segment Reporting,” our priynaeasure of segment financial performance exslude
among other items, restructuring and other chaty@sgver, the applicable portion of the restructyrand other
charges that related to each segment in 2007, 20@62005 were as follows:

Years ended December

2007 2006 2005

(In thousands
Fleet Management Solutio $ 5,598 3,552 2,75Z
Supply Chain Solution 5,64¢ 19 677
Dedicated Contract Carriay 1,13¢ (5) 34
Central Support Service 89t (2) (87)
Total $13,26¢ 3,564/ 3,37¢

2007 Activity

During 2007, we approved a plan to eliminate apipnaxely 300 positions as a result of cost managé s
process improvement actions throughout our domasticinternational operations and Central Suppenti€es
(CSS). The charge related to these actions incledgaloyee severance and benefits totaling $11anillThese
actions were substantially completed at Decembgp@Q7. During 2007, we also recorded a chargelahiflion
related to costs that will continue to be incuroada lease facility in our international operatiomkich we will no
longer operate.

Other charges, net in 2007, included a $1 millibarge incurred to extinguish debentures that weginally
set to mature in 2017. The charge of $1 milliomted to the premium paid on the early extinguishtrédebt and
the write-off of related debt discount and issuarmsts. See Note 16, “Debt,” for further discussiarthe early
extinguishment of debt.

2006 Activity

During 2006, we approved a plan to eliminate apipnaxely 150 positions as a result of ongoing cost
management and process improvement actions thratigho domestic and international operations an8.0%e
charge related to these actions included emplogeerance and benefits totaling $1 million. Whilensoof those
actions were completed as of December 31, 200@sitian plans for eliminating some of those posisiavere
communicated in the beginning of 2007. During 2006 ,also reversed severance and
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employee-related costs and recorded facility cadfigstments related to prior restructuring chacyesto
subsequent refinements in estimates.

Other charges during 2006 mainly related to théscdogurred to extinguish a debenture that wasmmally set
to mature in 2016. The total costs of $2 milliotated to the premium paid on the early extinguishineé debt and
the write-off of related debt discount and issuarmsgts. See Note 16, “Debt,” for further discussiarthe early
extinguishment of debt.

2005 Activity

During 2005, we approved a plan to eliminate apipnaxely 160 positions as a result of ongoing cost
management and process improvement actions inauestic and international FMS and SCS business aafym
and CSS. The charge related to these actions iedlachployee severance and benefits totaling $3omilielating
primarily to the restructuring of our U.K. operat® Many of the eliminated positions in our dontesfierations
were impacted by our decision to outsource ceddministration, finance and support functions tedo-cost
foreign providers. While we informed these emplayektthe transition plan for eliminating these piosis by
December 31, 2005, actual transition plans beganuaey 2006 and continued through the remaind@066.

Other charges totaling $0.7 million during 2005ted to the termination of certain telecommunicatiervices
covered by an information technology contract. Urttle terms of the agreement, Ryder was obligatezhy
termination costs in the event of termination ptathe expiration date of 2010.

The following table presents a roll-forward of #aivity and balances of our restructuring reseweount for
the years ended December 31, 2007 and 2006:

Deductions
Beginning Cash Non-Cash Ending
Balance = Additions Payment Reductions))  Balance
(In thousands

Year Ended December 31, 2007

Employee severance and benefi $ 1,44¢ 11,32 4,06z 88t  7,82¢
Facilities and related costs 53¢ 1,28¢ 96E 47 814
Total $ 1,987 12,61f 5,027 93z  8,64<

Year Ended December 31, 20t
Employee severance and bene $ 2,527 1,41¢ 2,12¢ 371 1,44¢
Facilities and related cos 70C 211 35¢€ 17 53¢
Total $ 3,227 1,63( 2,482 38¢ 1,987

(1) Nor-cash reductions represent adjustments to the restring reserve as actual costs were less thanimaity estimated

At December 31, 2007, outstanding restructuringgeltibbns are generally required to be paid ovemtne
twelve months.
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6. RECEIVABLES

December 3:
2007 2006
(In thousands
Trade $771,10c 794,96!
Direct financing lease 69,34¢ 68,13¢
Income tax — 8,462
Insurance 6,572 9,22¢
Vendor rebate 2,43¢ 7,144
Other 11,15¢ 10,28%
860,61¢ 898,22:
Allowance (16,954 (14,749
Total $843,66: 883,47¢
7. PREPAID EXPENSES AND OTHER CURRENT ASSE
December 3:
2007 2006
(In thousands
Current deferred tax ass $ 23,251 20,79¢
Prepaid vehicle licenst 40,40( 43,57¢
Prepaid operating tax 15,47: 19,97¢
Prepaid real estate re 8,69 8,60:
Prepaid software maintenance cc 3,61( 4,291
Benefits 2,59¢ 2,53¢
Prepaid insuranc 6,754 6,85:
Restricted cas 83,52 63,83
Prepaid sales commissio 4,90( 7,812
Other 13,93: 12,09¢
Total $203,13: 190,38
8. REVENUE EARNING EQUIPMENT
Estimatec December 31, 200° December 31, 200
Useful Accumulated Net Book Accumulatec Net Book
Lives Cost Depreciation Value @ Cost Depreciatior Value®
(In years) (In thousands
Full service leas 3—12 $5,705,14 (2,047,95) 3,657,191 5,755,84  (2,076,32) 3,679,52
Commercial rente 45—10 1,520,81! (676,61 844,20: 1,579,36! (749,549 829,81
Total $7,225,96, (2,724,56) 4,501,39 7,335,200  (2,825,87) 4,509,33;

(1) Revenue earning equipment, net includes vehicldsrurapital leases of $19 million, less accumulaetbrtization of $6 million &
December 31, 2007, and $15 million, less accumdlataortization of $9 million at December 31, 208fortization expense attributed
vehicles under capital leases is combined with dejption expens¢

Revenue earning equipment captioned as “full serldase” and “commercial rental” is differentiated
exclusively by the service line in which the equerhis employed. Two core service offerings of BMIS
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business segment are full service leasing and-$&wnt commercial rental. Under a full service lease provide
customers with vehicles, maintenance, suppliedu@neg fuel), ancillary services and related equipinnecessary
for operation, while our customers exercise cortfdhe related vehicles over the lease term (gdiyethree to
seven years for trucks and tractors and up to éansyfor trailers). We also provide short-term atstwhich tend to
be seasonal, to customers to supplement theisftheing peak business periods.

At the end of 2007, we completed our annual revaéthe residual values and useful lives of revesaming
equipment. The adjustment to the 2008 deprecigtdicy is not significant. At the end of 2006 areb3, we
completed our annual depreciation review of th&lted values and useful lives of our revenue eareiquipment.
Based on the results of our analysis, we adjusteddsidual values of certain classes of our rexeauning
equipment effective January 1, 2007 and 2006. Tressdual value changes increased pre-tax earmrg@07 by
approximately $11 million compared to 2006 and éased pre-tax earnings in 2006 by approximatelyrill®n
compared to 2005.

At December 31, 2007 and 2006, the net carryingevaf revenue earning equipment held for sale was
$81 million and $101 million, respectively. Revereggning equipment held for sale is stated atdivet of carryin
amount or fair value less costs to sell. During2@D06 and 2005, we reduced the carrying valuebicles held
for sale by $42 million, $24 million and $14 miltiprespectively. Reductions in the carrying valokgehicles held
for sale are recorded within “Depreciation experinghe Consolidated Statements of Earnings.

9. OPERATING PROPERTY AND EQUIPMEN

Estimatec December 3:
Useful Lives 2007 2006

(In years) (In thousands
Land = $ 124,53 107,30:
Buildings and improvemen 10— 40 619,02: 602,53:
Machinery and equipme 3—10 491,63: 482,17"
Other 3—10 95,11¢ 85,50¢
1,330,30° 1,277,51
Accumulated depreciatic (811,579  (778,55()
Total $ 518,72 498,96¢

In September 2007, we completed the sale of a Fidfepty located in Nevada for $12 million in cakh.
conjunction with this sale, we entered into a lesgeeement with the purchaser to lease back theepsountil we
relocate to another property. The terms of thecleask met the criteria for full gain recognitiororfhe year ended
December 31, 2007, the gain on the sale of thegprppf $10 million was included in “Miscellaneoicome, net”
in the accompanying Consolidated Statements ofifgsn
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10. GOODWILL

In 2007, 2006 and 2005, we completed our annual\gdloimpairment test and determined there was no
impairment. The carrying amount of goodwill attiiéble to each reportable business segment withgetsatherein
was as follows:

Fleet Supply Dedicate:
Managemet Chain Contract
Solutions Solutions Carriage Total
(In thousands

Balance at December 31, 2C $ 126,76 24,12 4,90C 155,78!
Foreign currency translation adjustm 1,67¢ 1,78( — 3,45¢
Balance at December 31, 2C 128,44 25,90z 4,90C 159,24
Acquisition @) 6,94¢ — 6,94¢
Foreign currency translation adjustment 162 217 — 38C
Balance at December 31, 20C $ 135,55( 26,12( 4,90C 166,57(

(1) Amount represents goodwill related to the acquisitf Pollock. See Note “Acquisitions,” for additional information on thecguisition of
Pollock.

11. INTANGIBLE ASSETS

December 3:
2007 2006
(In thousands
Indefinite lived intangible asse— Trade namt $ 8,68¢ 8,68¢
Finite lived intangible asset
Customer relationship intangibles and ot®) 13,77 7,93
Accumulated amortizatio (3,150 (2,236
10,62: 5,701
Foreign currency translation adjustm (78) —
Total $19,23. 14,38

(1) Customer relationship intangibles are being amedion a straigl-line basis over their estimated useful liver1C-15 years

The Ryder trade name has been identified as harrigdefinite useful life. We recorded amortizatexpense
associated with finite lived intangible assetsmfr@ximately $1 million in 2007, 2006 and 2005. 8&®n the
current amount of finite lived intangible assets, @stimate amortization expense to be approximé&telyillion for
each of the next five years.
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12. DIRECT FINANCING LEASES AND OTHER ASSET

December 3:
2007 2006
(In thousands

Direct financing leases, n $306,37°  307,61!
Investments held in Rabbi TrL 25,27¢ 26,74¢
Insurance receivable 13,83 19,40¢
Debt issuance cos 10,46° 10,99(
Prepaid pension ass 41,06¢ —
Contract incentive 18,32t 10,68:
Other 11,31: 9,73

Total $426,66.  385,17¢
13. ACCRUED EXPENSES AND OTHER LIABILITIES

December 31, 2007 December 31, 20C
Accrued Non-Current Accrued Non-Curren
Expenses Liabilities Total Expense: Liabilities Total
(In thousands

Salaries and wag¢ $ 73,75¢ — 73,75¢ 86,454 — 86,454
Deferred compensatic 1,91t 24,58 26,50: 3,20¢ 21,86¢ 25,072
Pension benefit 2,31¢ 39,84: 42,16 2,032 112,23¢ 114,27:
Other postretirement benef 3,20¢ 41,08: 44,29: 3,59¢ 41,26t 44,86(
Employee benefit 1,74C 1,74C 3,12 3,12
Insurance obligation(®) 119,28 178,88¢ 298,16¢ 117,31: 191,09¢  308,40¢
Residual value guarante 757 1,66¢ 2,42¢ 887 1,34C 2,22
Vehicle rent 7,87¢ 6,351 14,22¢ 99¢ 1,90¢ 2,90¢
Deferred vehicle gair 871 5,712 6,58 912 1,81z 2,72¢
Environmental liabilities 3,85¢ 11,31¢ 15,17¢ 4,02¢ 12,15( 16,17¢
Asset retirement obligatior 4,23¢ 10,74: 14,98: 3,51¢ 10,18¢ 13,70(
Operating taxe 78,90¢ 78,90¢ 78,23 — 78,23
Income taxe: 10,381 72,06: 82,44: 4,831 49,41¢ 54,25(
Restructuring 7,491 1,152 8,64: 1,80¢ 181 1,987
Interest 22,27" — 22,27" 19,49% — 19,49%
Customer deposit 30,015 — 30,01" 23,47¢ — 23,47«
Derivatives 15C — 15C 20,10: — 20,10:
Other 43,81( 16,49¢ 60,30¢ 45,74¢ 18,31t 64,06

Total $412,85! 409,900 822,76. 419,75¢ 461,77° 881,53:

(1) Insurance obligations are comprised primarily off:insurance accruals

We retain a portion of the accident risk under glghliability and workers’ compensation insurancegrams.
Self-insurance accruals are based primarily onaaictily estimated, undiscounted cost of claims, iactlide claims
incurred but not reported. Such liabilities areduhsn estimates. Historical loss development facioe utilized to
project the future development of incurred loss@sl these amounts are adjusted based upon acimletperienc
and settlements. While we believe the amounts @equate, there can be no assurance that changesédstimates
may not occur due to limitations inherent in théneation process. In recent years, our developrhastbeen
favorable compared to historical selected loss ld@weent factors because of improved safety perfacaapaymel
patterns and settlement patterns. During 2007, 20@62005, we recorded a benefit of $24 milliorg #iillion and
$7 million, respectively,
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within “Operating expense” in our Consolidated &ta¢nts of Earnings, to reduce estimated prior yealsinsurec
loss reserves for the reasons noted above.

14. INCOME TAXES

The components of earnings from continuing openatimefore income taxes and the provision for inctames
were as follows:

Years ended December
2007 2006 2005
(In thousands

Earnings from continuing operations before incomes:

United State: $356,15. 341,15¢ 307,85:
Foreign 49,31: 51,81¢ 49,23¢
Total $405,46: 392,97. 357,08¢
Current tax expens:
Federa®@ $ 58,22¢ 45,427  133,45¢
State®) 9,34¢ 13,99¢ 2,791
Foreign 19,63 8,36( 18,11«

87,20: 67,77¢ 154,37(

Deferred tax expense (benef

Federa 64,41: 74,730 (22,33)
State 10,42 (2,745 (40
Foreign (10,440 4,25( (2,537%)
64,39¢ 76,23F (24,910

Provision for income taxe $151,60: 144,01: 129,46(

(1) Excludes federal and state tax benefits resultinghfthe exercise of stock options and vesting sificked stock awards, which were cred
directly to “Additional paid-in capital” and excluek federal and state tax benefits resulting froendkpiration of a cross-currency swap,
which was credited directly * Accumulated other comprehensive 1"

A reconciliation of the federal statutory tax ratih the effective tax rate follows:

Years ended December
2007 2006 2005
(Percentage of pre-tax

earnings,
Federal statutory tax ra 35.C 35.C 35.C
Impact on deferred taxes for changes in tax 1 (1.9 (1.6 (2.2
State income taxes, net of federal income tax lie 3.5 2.5 2.7
Miscellaneous items, n 0.2 0.7 0.8
Effective tax rate 37.4 36.€ 36.2
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Tax Law Changes

The effects of changes in tax laws on deferreb&dances are recognized in the period the newlégigis is
enacted. The following provides a summary of thpdot of changes in tax laws on net earnings andaretngs pe
diluted common share by tax jurisdiction:

Diluted Earnings Per

Tax Jurisdiction Enactment Date Net Earnings Share

2007

Canada December 14,200 $ 3,837 $ 0.0¢
State of Maryland November 19, 200 (509) (0.07)
United Kingdom July 19, 2007 81C 0.01
State of New York April 1, 2007 97C 0.0z
2006

Canade June 22, 200 3,871 0.0¢
State of Texa May 18, 200¢ 2,91¢ 0.0t
2005

State of Ohic June 30, 200 7,62¢ 0.1

Deferred Income Taxes
The components of the net deferred income taxliiglvere as follows:

December 3.
2007 2006
(In thousands

Deferred income tax asse

Self-insurance accrua $ 54,82 57,69:
Net operating loss carryforwar 42,78¢ 42,25¢
Alternative minimum taxe 7,26¢ 26,821
Accrued compensation and bene 40,35( 35,78:
Federal benefit on state tax positic 18,03« 12,61¢
Pension benefit 8,52¢ 42,44¢
Miscellaneous other accruz 34,77¢ 32,65
206,56 250,27:
Valuation allowanct (14,507 (12,729
192,06( 237,54

Deferred income tax liabilitie:
Property and equipment bases differe (1,237,09) (1,094,719
Other items (16,079 (16,57%)
(1,153,17) (1,111,29)
Net deferred income tax liabilif) $ (961,110 (873,75))

(1) Deferred tax assets of $23 million and $21 milllmve been included “Prepaid expenses and other current assets” at Delger 31, 2007
and 2006, respectivel
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We do not provide for U.S. deferred income taxeseomporary differences related to our foreign itesnts
that are considered permanent in duration. Thespdeary differences consist primarily of undisttid foreign
earnings of $383 million at December 31, 2007. Wfarreign tax provision has been made on thesestrilguted
foreign earnings. Determination of the amount déded taxes on these temporary differences ipraaticable du
to foreign tax credits and exclusions.

At December 31, 2007, various subsidiaries hawte siet operating loss carryforwards of $28 millexpiring
through tax year 2023. We also have foreign netaipey losses of $15 million that are availablegduce future
income tax payments in several countries, subgeeatying expiration rules. We had unused altemeathinimum
tax credits, for tax purposes, of $7 million at Betber 31, 2007 available to reduce future incomdiaailities. The
alternative minimum tax credits may be carried f@amvindefinitely. A valuation allowance has beetaklshed to
reduce deferred income tax assets, principallyigortax loss carryforwards to amounts expectecetosalized.

Uncertain Tax Positions

Effective January 1, 2007, we adopted FIN 48, “Agding for Uncertainty in Income Taxes.” See Note 2
“Accounting Changes,” for additional information.e/dre subject to tax audits in numerous jurisdigim the
U.S. and around the world until the applicablelggabf limitations expire. Tax audits by their vergture are often
complex and can require several years to complete.

The following is a summary of tax years that ardamger subject to examination:

Federal — audits of our U.S. federal income tax returres@osed through fiscal year 2003. In 2003, the IRS
began auditing our federal income tax returnstiert998 to 2000 tax period. In November 2004, Rf® proposed
adjustments that challenged certain of our taxtjpos related primarily to (i) a capital loss om thale of a minority
interest in our captive insurance company, (ii)tletreatment for a sale and leaseback of certai@nue earning
equipment in 1999 and 2000 (not involving our siiaation activities), and (iii) the tax basis foertain revenue
earning equipment acquired in 1998 and relatedesigion for such assets. The IRS also proposedlipenfor the
underpayment of tax. In February 2005, we resoaieigsues with the IRS related to the 1998 to 2@3(period,
including interest and penalties. In connectiorhwiite resolution of this audit, on February 22,200e paid
$176 million (after utilization of all availablederal net operating losses and alternative minirtaxncredit carry-
forwards), including interest through the date afipent. The amount we paid was consistent withacaruals as ¢
December 31, 2004. In 2005, the IRS commenced amigation of our U.S. income tax returns for 20bugh
2003. Fieldwork and administrative review was caetgdl during the third quarter of 2007 and thereawer
significant matters raised. The statute of limdaas for the 2001 through 2003 tax returns expireBecember 31,
2008. In 2007, the IRS commenced an examinatiaupf).S. income tax returns for 2004 through 2006.

State — for the majority of states, we are no longerjsabto tax examinations by tax authorities for yaars
before 2001.

Foreign — we are no longer subject to foreign tax exanmameatby tax authorities for tax years before 2000,
2002, and 2006 in Canada, Mexico and the U.K.,aetbpely, which are our major foreign tax jurisdicts.
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At December 31, 2007, the total amount of groseemgnized tax benefits (excluding the federal benef
received from state positions) was $75 million tki$ total, $46 million (net of the federal bengfit state issues)
represents the amount of unrecognized tax benbétsif recognized, would favorably affect theeefive tax rate i
future periods. The total amount of accrued intesied penalties resulting from such unrecognizedémefits was
$7 million at December 31, 2007 and 2006. A redatmn of the beginning and ending amount of gross
unrecognized tax benefits as of December 31, 2G03vas follows:

(In thousand:

Gross balance at Januar $ 65,41
Additions based on tax positions related to theeniryeal 5,571
Additions for tax positions of prior yea 772
Reductions for tax positions of prior yei (4,637
Reductions due to lapse of applicable statutenatditions (1,81
Gross balance at December 65,30¢

Interest and penaltie 9,792
Balance at December . $ 75,09¢

Unrecognized tax benefits related to federal, statkforeign tax positions may decrease by $8 onilby
December 31, 2008, if audits are completed or &ty close during 2008.

Like-Kind Exchange Program

We have a like-kind exchange program for certaiowfrevenue earning equipment operating in the
U.S. Pursuant to the program, we dispose of vehihel acquire replacement vehicles in a form whetabgains
on disposal of eligible vehicles are deferred. Talify for like-kind exchange treatment, we exchanigprough a
qualified intermediary, eligible vehicles beingpmtised of with vehicles being acquired allowingaigénerally
carryover the tax basis of the vehicles sold (“ldied exchanges”). The program is expected to tés material
deferral of federal and state income taxes. Asgfdtie program, the proceeds from the sale oftdégrehicles are
restricted for the acquisition of replacement vidsiand other specified applications. Due to thectire utilized to
facilitate the like-kind exchanges, the qualifietermediary that holds the proceeds from the s#le$igible
vehicles and the entity that holds the vehiclese@cquired under the program are required to bsdiolated in the
accompanying consolidated financial statements@om@ance with U.S. GAAP. At December 31, 2007 20@6,
these consolidated entities had $59 million andi®8Bon, respectively, of cash proceeds from thke ©f eligible
vehicles and $63 million and $161 million, respeely, of vehicles to be acquired under the likeekaxchange
program.

At December 31, 2007 and 2006, we had $84 milliwh $64 million, respectively, of restricted cashdd
like-kind exchange programs included within “Prepakpenses and other current assets” on the Cdatedi
Balance Sheets.

15. LEASES
Leases as Lessc

We lease revenue earning equipment to customepsefards ranging from three to seven years fokswand
tractors and up to ten years for trailers. Fronettmtime, we may also lease facilities to thirdipa. The majority
of our leases are classified as operating leasaselkr, some of our revenue earning equipment
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leases are classified as direct financing leaséstara lesser extent, sales-type leases. Thevettment in direct
financing and sales-type leases consisted of:

December 3:
2007 2006

(In thousands
Total minimum lease payments receiva $641,24° 644,24¢
Less: Executory cos (218,035 (221,737
Minimum lease payments receival 423,21 422,51
Less: Allowance for uncollectible (1,329 (1,127
Net minimum lease payments receive 421,88¢  421,39¢
Unguaranteed residue 62,92¢ 66,58
Less: Unearned incon (109,099 (112,229
Net investment in direct financing and s-type lease: 375,720  375,75:
Current portior (69,346 (68,139
Non-current portior $306,37° 307,61!

Leases as Lesse

We lease vehicles, facilities and office equipmamder operating lease agreements. Rental paymemsrtain
vehicle lease agreements vary based on the nurhbgles run during the period. Generally, vehicade
agreements specify that rental payments be adjpseodically based on changes in interest ratdspaovide for
early termination at stipulated values. None ofleasing arrangements contain restrictive finanmiaenants.

We periodically enter into sale and leaseback #etians in order to lower the total cost of fundmg
operations, to diversify our funding among differetasses of investors (e.g., regional banks, pendans,
insurance companies, etc.) and to diversify oudifiug among different types of funding instrumentsese sale-
leaseback transactions are often executed with-fiarty financial institutions that are not deente VIES. In
general, these sale-leaseback transactions rasaltaduction in revenue earning equipment and aelthe balance
sheet, as proceeds from the sale of revenue eaggiigment are used primarily to repay debt. Ssdsdback
transactions will result in reduced depreciatiod arterest expense and increased equipment reqgahse. During
2007, we completed a sale-leaseback transacticevehue earning equipment with a third-party n&mded to be a
VIE and this transaction qualified for off-balargteeet operating lease treatment. Proceeds frosathdeaseback
transactions totaled $150 million. This lease cmstéimited guarantees by us of the residual vabfaéhe leased
vehicles (residual value guarantees) that are tiondd upon disposal of the leased vehicles padhé¢ end of their
lease term. We did not enter into any sale-leasetvansactions during 2006 and 2005.

Certain leases contain purchase and (or) renevi@nsp as well as limited guarantees for a portibthe
lessor’s residual value. The residual value guaemare conditional on termination of the leaserd its
contractual lease term. The amount of residualevgliarantees expected to be paid is recognizezhaiexpense
over the expected remaining term of the lease sRaud circumstances that impact management’s desrné
residual value guarantees include the market fed egjuipment, the condition of the equipment aetig of the
lease and inherent limitations in the estimatioocpss. See Note 18, “Guarantees,” for additiorfatmmation.

During 2007, 2006 and 2005, rent expense (includimg of facilities classified within “Operating pense,” in
our Consolidated Statements of Earnings but exeudontingent rentals) was $183 million, $167 roiiliand
$160 million, respectively. During 2007, 2006 a2, contingent rental expense (income)
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comprised of residual value guarantees, paymestsdban miles run and adjustments to rental paymenthange
in interest rates on all other leased vehicles @@rmillion, $2 million and $(1) million, respecély.

Lease Payment:

Future minimum payments for leases in effect atdbdwer 31, 2007 were as follows:

As Lessor®) As Lessee
Direct
Operating Financing  Operating
Leases Leases Leases
(In thousands)

2008 $1,269,58 141,26: 97,45!
2009 1,065,13. 125,81° 87,09¢
2010 843,86 105,87: 76,77:
2011 610,52¢ 83,84 82,26
2012 365,38t 67,09 36,757
Thereafter 249,01° 117,35¢ 91,30¢
Total $4,403,51! 641,24 471,64

(1) Amounts do not include contingent rentals, whicly imareceived under certain leases on the bagisiles of use or changes in t
Consumer Price Index. Contingent rentals from ofiegpleases included in revenue during 2007, 2006 2005 were $341 million,
$310 million and $293 million, respectively. Cogmt rentals from direct financing leases includtedevenue during 2007, 2006 and 2005
were $31 million, $30 million and $30 million, resgpively.

The amounts in the previous table related to thedef revenue earning equipment are based upaetiezal
assumption that revenue earning equipment will reroa lease for the length of time specified by rtbgpective
lease agreements. The future minimum payments exbabove related to the lease of revenue eaeatjngpment
are not a projection of future lease revenue oepgp; no effect has been given to renewals, neindas
cancellations, contingent rentals or future ra@ngjes. Total future sublease rentals from reveatr@rgy equipmer
under operating leases as lessee of $228 millermnatuded within the future minimum rental paynsefur
operating leases as lessor.
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16. DEBT
Weighteo-
Average
Interest December 3:
Rate Maturities 2007 2006
(In thousands
Short-term debt and current portion of long-term
debt:
Unsecured foreign obligatiol 6.21% 2008 $ 29,37 21,597
Trade receivables progrs 5.92% 2008 100,00( —
Current portion of lon-term debt, including capital leas 2008 93,32  311,14¢
Total shor-term debt and current portion of Ic-term debt 222,69{ 332,74
Long-term debt
U.S. commercial papd®) 5.52% 2010 522,77. 639,26:
Canadian commercial pag® 49% 2010 45,71 78,87
Unsecured U.S. note®
Debenture: — — — 62,91
Mediurr-term notes 5.3% 200¢-202t 1,846,501 1,795,36.
Unsecured U.S. obligations, principally bank teaarls 5.51% 201(-201z 60,05( 58,05(
Unsecured foreign obligatiol 5.6(% 2008201z 158,87¢ 157,28:
Capital lease obligatior 7.9% 200¢-2017 12,84 3,50¢
Total before fair market value adjustm: 2,646,751 2,795,25I
Fair market value adjustment on notes subject tigimg (2 — 96
2,646,751 2,795,34
Current portion of lon-term debt, including capital leas (93,325 (311,149
Long-term debi 2,553,43. 2,484,19:
Total debi $2,776,12' 2,816,94.

(1) We had unamortized original issue discounts of iilbon and $16 million at December 31, 2007 and@&0respectively

(2) The notional amount of executed interest rate svdgstgnated as fair value hedges was $35 milliobetember 31, 200
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Maturities of debt (including sinking fund requirents) were as follows:

Capital Lease: Debt
(In thousands)

2008 $ 3,111 220,48:
2009 2,86: 180,50
2010 1,761 906,86:
2011 1,732 473,63
2012 1,72¢ 260,50!
Thereafter 5,24( 721,29

Total 16,437 2,763,28
Imputed interest (3,599

Present value of minimum capitalized lease payments 12,84:
Current portion (2,219

Long-term capitalized lease obligatior $ 10,62

Debt Facilities

We can borrow up to $870 million through a glotelalving credit facility with a syndicate of twelNenders.
The credit facility matures in May 2010 and is upeidharily to finance working capital and providepport for the
issuance of commercial paper. This facility cam &le used to issue up to $75 million in lettersredit (there were
no letters of credit outstanding against the facdi December 31, 2007). At our option, the interate on
borrowings under the credit facility is based oBOR, prime, federal funds or local equivalent rafése credit
facility’s current annual facility fee is 11.0 bagoints, which applies to the total facility ofBmillion, and is
based on Ryder’s current credit ratings. The cifaditity contains no provisions restricting itsa@ability in the
event of a material adverse change to Ryder’s basinperations; however, the credit facility dom#tain standard
representations and warranties, events of defaol$s-default provisions, and certain affirmatinel aegative
covenants. In order to maintain availability of flimg, we must maintain a ratio of debt to consaédaangible net
worth, as defined in the agreement, of less thagarl to 300%. The ratio at December 31, 200722&%6. At
December 31, 2007, $295 million was available urndercredit facility (net of commercial paper bapku
requirements and outstanding foreign subsidiarydyangs outstanding). Foreign borrowings of $46lianl were
outstanding under the facility at December 31, 2007

Commercial paper is supported by the long-term Ikéwg credit facility previously discussed. Ourent is to
continue to renew the revolving credit facility adong-term basis, subject to market conditionsaAesult, the
commercial paper borrowings supported by the largitrevolving credit facility are classified as ¢pterm debt.

On February 27, 2007, we filed an automatic stegfstration statement on Form S-3 with the Seasriéind
Exchange Commission (SEC). The registration isafomdeterminate number of securities and is affedor three
years. Under this universal shelf registrationesteint, we have the capacity to offer and sell ftiome to time
various types of securities, including common siqokferred stock and debt securities. The autansht!f
registration replaced our $800 million shelf regiibn statement, which was fully utilized with tissuance of
$250 million of medium-term notes in February 200&turing in March 2014. During 2006, we issued $68lion
of medium-term notes, of which $250 million matiméviay 2011 and $300 million mature in November @0lhe
proceeds from the medium-term notes were usedeioergl corporate purposes.
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Ryder Receivable Funding Il, L.L.C. (RRF LLC), ankeuptcy remote, consolidated subsidiary of Rydes &
Trade Receivables Purchase and Sale Agreementr@hde Receivables Agreement) with two financiatitngons.
Under this program, Ryder sells certain of its dsticetrade accounts receivable to RRF LLC thatim tmay sell,
on a revolving basis, an ownership interest inaterof these accounts receivable to a receivalgiedudit and (or)
committed purchasers. Under the terms of the progRRF LLC and Ryder have provided representations,
warranties, covenants and indemnities that arematy for accounts receivable facilities of thipgyWe entered
into this program to provide additional liquidity tund our operations, particularly when the cdstuzh sales is
cost effective compared with other funding progranwably the issuance of unsecured commercialrpapés
program is accounted for as a collateralized finaparrangement. The available proceeds that magdmived by
RRF LLC under the program are limited to $200 milliRRF LLC’s costs under this program may varyebasn
changes in Ryder’s unsecured debt ratings and elsangnterest rates. If no event occurs which eaesrly
termination, the 364-day program will expire on ®egber 9, 2008. At December 31, 2007, there wad #iilion
outstanding under the agreement. There were nom@outstanding under the agreement at Decemb&088, In
January 2008, we increased our limit under thigm to $300 million.

Debt Retirements

In 1987, we issued at a discount $100 million ggatamount of unsecured debentures due May 2047 at
stated interest rate of’9d 8%, payable sem&nnually. In 1986, we issued at a discount $100aniprincipal amour
of unsecured debentures due May 2016, with a siatexest rate of 9.0%, payable semi-annually. By&007, we
retired the remaining $53 million principal amowfthe 2017 debentures at a premium. Also durir@/2@e made
a sinking fund payment to retire the remaining $iillion principal amount of the 2016 debenturesribg the
fourth quarter of 2006, we retired $63 million bétoutstanding principal of the 2016 debenturesemium. We
recognized pre-tax charges of $1 million in 200d@ $& million in 2006 related to the premium paidtbe early
extinguishment and the write-off of related delsicdunt and issuance costs in connection with thetBements.
These charges have been included within “Restringgand other charges, net.”

17. FINANCIAL INTRUMENTS AND RISK MANAGEMENT
Interest Rate Risk

From time to time, we enter into interest rate swag cap agreements to manage our fixed and vauiisteres
rate exposure and to better match the repricirdebf instruments to that of our portfolio of assié¥e assess the
risk that changes in interest rates will have eithrethe fair value of debt obligations or on tinecaint of future
interest payments by monitoring changes in inteastexposures and by evaluating hedging oppdigsniVe
regularly monitor interest rate risk attributaldebibth our outstanding or forecasted debt obligatias well as our
offsetting hedge positions. This risk managemeotgss involves the use of analytical techniquedyding cash
flow sensitivity analysis, to estimate the expedtedact of changes in interest rates on our futah flows.

During 2004, we entered into an interest rate swisip a notional value of $27 million. The swap was
accounted for as a cash flow hedge whereby weweddoreign variable interest payments in exchdngéaving
made fixed interest payments. The 2004 swap agmgtemeatured in April 2007. The critical terms of tinerest rat
swap and the hedged interest payments were the ganoardingly, no ineffectiveness arose relatinghte cash
flow hedge. The fair value of the swap was recogphias an adjustment to “Accumulated other compighenoss.”
Amounts that were reclassified to earnings fromcémulated other comprehensive loss” were immaterial

During 2002, we entered into interest rate swap@gents designated as fair value hedges whereby we
received fixed interest rate payments in exchangédving made variable interest rate payments. The
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differential to be paid or received was accrued redgnized as interest expense. The swap agreemeitdred in
September 2007 and October 2007. At December 318, 2Be interest rate swap agreements effectiveyged
$35 million of fixed-rate debt instruments with aighted-average fixed interest rate of 6.6% to LiBased
floating-rate debt at a weighted-average rate 8¥6.Changes in the fair value of the interest sataps were offset
by changes in the fair value of the debt instrurmeatcordingly, there was no ineffectiveness reldtethese
interest rate swaps. During 2007, the decreadeeifeir value of interest rate swaps was insigaiftc During 2006
and 2005, the decrease in the fair value of intests swaps totaled approximately $1 million addillion,
respectively.

Currency Risk

From time to time, we use forward foreign curreegghange contracts and crasgs¥ency swaps to manage
exposure to movements in foreign currency exchaatgs.

During 2007 and 2006, we entered into forward fpmeiurrency exchange contracts to mitigate theaisk
foreign currency movements on intercompany trans@st At December 31, 2007 and 2006, the aggreustenal
value of the outstanding contracts was $7 millind & million, respectively. These forward foregnrency
exchange contracts are accounted for as cash fiogeas and mature in February 2008 and March 20@8fair
values of the forward foreign currency exchangeremts are recognized as an adjustment to “Accuedlather
comprehensive loss.” Any amounts reclassified at e expect to be reclassified to earnings imtse term from
“Accumulated other comprehensive loss” are immateri

During 2002, we entered into a five-year $78 millayoss-currency swap to hedge our net investnmesnt i
foreign subsidiary. The swap matured in Novemb@&720 he hedge was effective in eliminating the dfkoreign
currency movements on the investment and, as stashaccounted for under the net investment heduwieg.
Losses (gains) associated with changes in thedhile of the crossurrency swap for the years ended Decembe
2007, 2006 and 2005 were $6 million, $10 milliord &¢6) million, respectively, and were reflectedhe currency
translation adjustment within “Accumulated othemgrehensive loss.” As of December 31, 2007, theractated
derivative net loss in “Accumulated other compredies loss” for the cross-currency swap was $17ionijinet of
tax of $9 million, and will be recognized in eargénupon sale or repatriation of our net investnirettie foreign
subsidiary. By rule, interest costs associated thighcross-currency swap were required to be tteflieio
“Accumulated other comprehensive loss.” Cumulaiinterest costs associated with the cross-currewep s
reflected in “Accumulated other comprehensive losste $4 million at December 31, 2007 and 2006, wificbe
recognized in earnings upon sale or repatriatioouofnet investment in the foreign subsidiary.
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Fair Value

The following table represents the carrying amoanis estimated fair values of certain of our firiahc
instruments at December 31, 2007 and 2006. Thedaie of a financial instrument is the amount htch the
instrument could be exchanged in a current traimabetween willing parties (fair values were basadiealer
quotations that represent the discounted futurk ftaw's through maturity or expiration using currestes):

December 3:
2007 2006
Carrying Fair Carrying Fair
Amount Value Amount Value
(In thousands
Assets:
Interest rate sway $ — — 138 13:
Forward foreign currency exchange contr: — — 32¢ 32¢
Liabilities:
Total debi® 2,763,28 2,758,64. 2,813,43. 2,794,74
Forward foreign currency exchange contr: 15C 15C — —
Cros:-currency swa| — — 20,10: 20,10:

(1) The carrying amount of total debt excludes cap@akes of $13 million and $4 million at December&107 and 2006, respective

The carrying amounts of all other instruments apipnated fair value at December 31, 2007 and 2006.

18. GUARANTEES

We have executed various agreements with thirdgsatttat contain standard indemnifications that neayire
us to indemnify a third party against losses agisiom a variety of matters such as lease obligatifinancing
agreements, environmental matters, and agreen@esédl business assets. In each of these instapagsient by
Ryder is contingent on the other party bringingwataoclaim under the procedures outlined in theifipe
agreement. Normally, these procedures allow Ryaldidgpute the other party’s claim. Additionally,rabligations
under these agreements may be limited in termiseoainount and (or) timing of any claim. We haveemt into
individual indemnification agreements with eacltoof independent directors, through which we wilémnify sucl
director acting in good faith against any and @dkkes, expenses and liabilities arising out of sligttor’s service
as a director of Ryder. The maximum amount of piidefuture payments under these agreements isrgiyne
unlimited.

We cannot predict the maximum potential amounuaire payments under certain of these agreements,
including the indemnification agreements, due tdhntingent nature of the potential obligationd tre distinctive
provisions that are involved in each individualesgnent. Historically, no such payments made by Rigdee had a
material adverse effect on our business. We betieateif a loss were incurred in any of these nmaftide loss woul
not result in a material adverse impact on our cbaated results of operations or financial positio

92




Table of Contents

RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Conti nued)

At December 31, 2007 and 2006, the maximum detexbhénexposure of each type of guarantee and the
corresponding liability, if any, recorded on thenSolidated Balance Sheets were as follows:

December 31, 200° December 31, 20C

Maximum Carrying Maximum Carrying

Exposure o Amount of Exposure ¢ Amount o

Guarantee Guarantee Liability Guarantes Liability

(In thousands

Vehicle residual value guarante— finance lease progran(® $ 3,45( 1,06¢€ 3,541 94¢€
Used vehicle financin 5,67¢ 1,34( 6,04¢ 811
Standby letters of crec 6,54( — 6,937 —
Total $ 15,66¢ 2,40¢ 16,524 1,75

(1) Amounts exclude contingent rentals associated ifdual value guarantees on certain vehicles luelder operating leases for which t
guarantees are conditioned upon disposal of theddavehicles prior to the end of their lease tektrDecember 31, 2007 and 2006,
maximum exposure for such guarantees was approgiyn@218 million and $113 million, respectivelyttw$2 million recorded each year
as a liability.

We have provided vehicle residual value guarartie@xlependent third parties for certain finanaeske
programs made available to customers. If the gateseeds from the final disposition of the assetdess than the
residual value guarantee, we are required to pagifference to the independent third party. Thiviidual
customer finance leases expire periodically thro2@h7 but may be extended at the end of each tease At
December 31, 2007 and 2006, our maximum exposuigufth guarantees was approximately $3 million and
$4 million, respectively, with $1 million in eaclepod, recorded as a liability.

We maintain agreements with independent third @suftr the financing of used vehicle purchases by
customers. Certain agreements require that we gedinancial guarantees on defaulted customer &otstup to a
maximum exposure amount. The individual used vehpadrchase contracts expire periodically through?2@t
December 31, 2007 and 2006, our maximum exposuigufdh guarantees was approximately $6 millioreiche
period, with approximately $1 million recorded asaility at the end of each period.

At December 31, 2007 and 2006, we had lettersegfitand surety bonds outstanding, which primarily
guarantee various insurance activities as notdkirfiollowing table:

December 3.
2007 2006
(In thousands
Letters of credi $211,88¢ 217,33t
Surety bond: 50,791 52,233

Certain of these letters of credit and surety bandsantee insurance activities associated witlhrémee claim
liabilities transferred in conjunction with the saf our automotive transport business, reportetistontinued
operations in previous years. To date, the ins@atams, representing per-claim deductibles payahter third-
party insurance policies, have been paid and coatio be paid by the company that assumed sudlitieh
However, if all or a portion of the estimated oatsting assumed claims of approximately $7 million a
December 31, 2007 are unable to be paid, the gartl insurers may have recourse against certaimeof
outstanding letters of credit provided by Rydeoider to satisfy the unpaid claim deductibles. rden to reduce ot
potential exposure to these claims, we have redeiwdrrevocable letter of credit from the purchaxfehe business
referred to above totaling $8 million at Decembgy 3007. Periodically, an actuarial valuation Ww# made in order
to better estimate the amount of outstanding imme@&laim liabilities. At December 31, 2006, théreated
outstanding assumed claims were $7 million for Wwhie had received approximately $8 million in Iettef credit.
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19. SHAREHOLDERY EQUITY

In December 2007, our Board of Directors authoria&B00 million share repurchase program over @g&o
to exceed two years. Additionally, our Board ofdgitors also authorized a separate two-year antingtl
repurchase program. Under the anti-dilutive prognamanagement is authorized to repurchase sham@sahon
stock in an amount not to exceed the lesser oftimeber of shares issued to employees upon theiseafcstock
options or through the employee stock purchase fptan the period September 1, 2007 to Decembe20@9, or
2 million shares. Share repurchases of common stodkr both plans may be made periodically in opamnket
transactions and are subject to market conditiegs| requirements and other factors. Managememtastablish a
prearranged written plan for the Company under R0Ok5-1 of the Securities Exchange Act of 1934as gif the
December 2007 programs, which would allow for sliapairchases during Ryder’s quarterly blackoutqurias set
forth in the trading plan. During 2007, no repursdshad been made under these programs.

In May 2007, our Board of Directors authorized &@&nillion share repurchase program over a peraidm
exceed two years. This program was completed duhi@dhird quarter of 2007. We repurchased andeckti
approximately 3.7 million shares under the May 2p@gram at an aggregate cost of $200 million.

In May 2006, our Board of Directors authorized atyear share repurchase program intended to netitpat
dilutive impact of shares issued under our varemployee stock option and stock purchase plansMiye2006
program limited aggregate share repurchases toame than 2 million shares of Ryder common stocks Phograrn
was completed during the first quarter of 20072007 and 2006, we repurchased and retired approsiyna
0.2 million shares and 1.8 million shares, respebti under the May 2006 program at an aggregageafo
$9 million and $93 million, respectively.

In October 2005, our Board of Directors authoriae®il 75 million share repurchase program over agerot
to exceed two years. This program was completeishgltine first quarter of 2006. In 2006 and 2005, reurchase
and retired approximately 1.6 million shares ar&rillion shares, respectively, under the Octol#32program at
an aggregate cost of $66 million and $109 milli@spectively.

In July 2004, our Board of Directors authorizedva-year share repurchase program intended to rtitye
dilutive impact of shares issued under our varemgloyee stock option and stock purchase plard00®, we
repurchased and retired approximately 1.1 millioares under the July 2004 program at an aggregatet
$43 million.
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20. ACCUMULATED OTHER COMPREHENSIVE LOS

The following summary sets forth the componentaafumulated other comprehensive loss, net of tax:

Additional Accumulatec

Currency  Minimum Unrealized Other
Translation  Pensior Net Actuaria Prior Service Transition  Gain (Loss, Comprehensiv

Adjustment Liability @) Loss® Credit®  Obligation® on Derivative Loss

(In thousand:

January 1, 200 $ 38,97¢ (188,51 = — — 117 (149,42)
Current period chanc (21,029 (32,169 — — — (305) (53,499
December 31, 200 17,95: (220,68 — — — (18¢) (202,919
Current period chanc 29,11¢ 178,08: — — — 224 207,42:
Adoption of SFAS No. 15 7,77¢ 42,60: (216,47() 14,97¢ 114 = (150,999
December 31, 200 54,84% —  (216,470) 14,97¢ 114 36 (146,49/)
Amortization — — 13,28( (1,98¢) (23 — 11,26¢
Pension curtailment — — 10,51( — — — 10,51(
Current period change @ 62,05. — 31,83¢ — — (52) 93,83¢
December 31, 200 $116,89¢ — (160,84)  12,99: 91 (16)  (30,87)

(1) Amounts pertain to our pension and postretirememigfit plans
(2) The 2007 currency translation adjustment amouniuithes a $9 million tax benefit from the settlenm&rdur cros-currency swap

21. EARNINGS PER SHARE INFORMATIOM
A reconciliation of the number of shares used impoting basic and diluted EPS follows:

Years ended December

2007 2006 2005
(In thousands
Weightec-average shares outstand— Basic 59,32« 60,87 63,75¢
Effect of dilutive options and nonvested st 521 70& 802
Weightec-average shares outstand— Diluted 59,84: 61,57¢ 64,56(
Anti-dilutive equity awards and market-based retd stock rights not included
above 99¢ 967 1,17¢

22. SHARE-BASED COMPENSATION PLANS

The following table provides information on shameséd compensation expense and income tax benefits
recognized in 2007, 2006 and 2005. As discussétbta 1, “Summary of Significant Accounting Policies Share-
Based Compensation,” effective January 1, 2006adeopted the fair value recognition provisions of
SFAS No. 123R which, among other things, requihedrecognition of expense for stock options vesaifter
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the date of adoption. Prior to the adoption of SP&G 123R, share-based compensation expense witadito the
expense attributed to the grants of nonvested stock

Years ended December

2007 2006 2005
(In thousands
Stock option and stock purchase pl $ 9,717 10,14, —
Nonvested stoc 7,03 3,49¢ 3,12/
Shar-based compensation expel 16,75« 13,64: 3,124
Income tax benef (5,608 (4,015 (1,199
Shar-based compensation expense, net o $11,14¢ 9,62¢ 1,931

Total unrecognized pre-tax compensation expenaterkto share-based compensation arrangements at
December 31, 2007 was $18 million and is expeaédzbtrecognized over a weighted-average period of
approximately 1.7 years. The total fair value afiggawards vested during the years ended DeceB1he2007,
2006 and 2005 was $15 million, $14 million and $diion, respectively.

Share-Based Incentive Awards

Share-based incentive awards are provided to eraptoynder the terms of six share-based compengddios
(collectively, the “Plans”). The Plans are admiaistl by the Compensation Committee of the Boafit@ctors.
Awards under the Plans principally include at-therey stock options and nonvested stock (time-vestgdicted
stock rights, market-based restricted stock rights restricted stock units). The amount of shanéisogized to be
issued under the Plans was 5 million at Decembg2@Q7. There were 2.8 million unused shares aveail@ be
granted under the Plans as of December 31, 2007.

A majority of share-based compensation expenserisrgited from stock options. Stock options are dsvar
which allow employees to purchase shares of owksdba fixed price. Stock option awards are giatean
exercise price equal to the market price of ouckst the time of grant. These awards, which gdiyerast one-
third each year, are fully vested three years fioengrant date and have contractual terms rangamg $even to ten
years.

Restricted stock awards are nonvested stock rightsare granted to employees and entitle the hoddghares
of common stock as the award vests. Participastemtitied to non-forfeitable dividend equivaleatssuch
awarded shares, but the sale or transfer of theses s restricted during the vesting period.i€tpents holding
restricted stock are entitled to vote on mattelsystted to holders of common stock for a vote. Tested
restricted stock rights typically vest in three aljustaliments over a three-year period regardié¢sempany
performance. The fair value of the time-vested awas determined and fixed on the grant date basdRlyder’'s
stock price on the date of grant. Market-basediotstl stock awards include a market-based vestiagision.
Under such provision, employees only receive tlamigof stock if Ryder’s total shareholder retur$H) as a
percentage of the S&P 500 comparable period TIR@86 or greater over a three-year period. Thevidire of the
market-based awards is determined on the dateaat gnd is based on the likelihood of Ryder achigthe market-
based condition. Expense on the market-basedatestrstock awards is recognized regardless of Rya@etual TSI
performance compared to the S&P 500.

Employees granted market-based restricted stobksragso received tandem cash awards. The casldswame
expected to approximate the amount of the taxlitgbilating to the vesting of the restricted $t@wards. The cas
awards will vest on the same date as the marketebastricted stock awards. In accordance with SNAS123R,
the cash awards are accounted for as liability dsvas the cash settlement amount is based upgmitieeof our
common stock. As a result, the liability is adjuste reflect fair value at the end of each repgrfieriod. The
liability related to the cash awards was classifigtthin “Other non-current liabilities” and was ugrds1 million at
December 31, 2007 and 2006. In addition to theeshased
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compensation expense noted in the previous taldegaognized compensation expense of $0.1 milliah a
$0.7 million during the years ended December 30728hd 2006, respectively, related to cash awards.

We grant restricted stock units (RSUs) to non-manant members of the Board of Directors. Once grint
RSUs are eligible for non-forfeitable dividend egléents but have no voting rights. The fair valfighe awards is
determined and fixed on the grant date based oreRystock price on the date of grant. The board mendoeive:
the RSUs upon their departure from the Board. fft&l grant of RSUs will not vest unless the ditechas served
minimum of one year. When the board member recéahefSUs, they are redeemed for an equivalent auofb
shares of Ryder’s common stock. Compensation explendRSUs was historically based on assumed ydars
service to retirement at age 72. However, becaves®EUs do not contain an explicit service vegtiedod, except
for the initial grant, compensation expense shbalde been recognized in the year the RSUs wer¢egtaather
than over the assumed years of service. Thetiomeimpact of accelerating the recognition of cemgation expen
on previously issued RSUs was a pre-tax charge afilion for 2007.

Option Awards

A summary of option activity under our stock optiglans as of December 31, 2007, and changes dilméng
year ended December 31, 2007 is presented in lte ialow:

Weighted-
Weighted- Average
Average Remaining
Exercise Contractual Aggregate
Shares Price Term Intrinsic Value
(In thousands' (In years) (In thousands)
Options outstanding at Januar 341C $ 37.8¢
Granted 94¢ 52.4¢
Exercisec (997) 36.62
Forfeited or expirel (248) 46.8:<
Options outstanding at December 3,114 $ 42.0¢ 46 $  20,46(
Vested and expected to vest at Decembe 3,09t $ 42.0( 44 $  20,43¢
Exercisable at December 1,32¢ $ 34.2¢ 36 $ 17,12:

The aggregate intrinsic values in the table abepeasent the total pre-tax intrinsic value (théedénce
between the market price of Rydestock on the last trading day of the year anceitecise price, multiplied by tt
number of in-the-money options) that would havenbeseeived by the option holders had all optiordbdd
exercised their options at year-end. The amoumgdmbased on the fair market value of Ryder'skstoc
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Information about options in various price rangeBecember 31, 2007 follows:

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Remaining Average Exercist Average Exercist
Price Ranges Shares Contractual Term Price Shares Price
(In thousands; (In years) (In thousands;
Less than $35.0( 47¢ 27 % 20.7( 467 $ 20.5(
35.0(-40.00 32¢ 3.t 36.9¢ 327 36.9¢
40.00-45.00 1,37¢ 4.€ 43.6¢ 48C 44.0¢
45.0(-50.00 65 4.7 48.8¢ 41 48.71
50.00 and ovel 867 6.1 52.52 11 53.7i
Total 3,11« 4€ 9 42.0¢ 1,32¢ $ 34.27
Stock Awards

A summary of the status of Ryder’s nonvested stoestrds as of December 31, 2007 and changes dimng t
year ended December 31, 2007 is presented in ltes ialow:

Time-Vested Market -Based Vestec
Weighted- Weighted-
Average Average

Grant Date Grant Date

Shares Fair Value Shares Fair Value
(In thousands, (In thousands,
Nonvested stock outstanding at Janua 241 $ 435 9% $ 26.17
Granted 17 49.2% 92 30.13
Vested (67) 40.0: — —
Forfeited (19) 41.3¢ (19 27.82
Nonvested stock outstanding at Decembe 172 $ 45.9¢ 16 $ 28.1¢

Stock Purchase Plan

Ryder maintains an Employee Stock Purchase PlaRRIESvhich enables eligible participants in the.du&l
Canada to purchase full or fractional shares ofdRgdmmon stock through payroll deductions of up386 of
eligible compensation. The ESPP provides for qugrtéfering periods during which shares may becpaised at
85% of the fair market value on either the firsttoe last trading day of the quarter, whichevdess. Stock
purchased under the ESPP must be held for 90 @iagsamount of shares authorized to be issued uhdexisting
ESPP was 3.2 million at December 31, 2007. There @& million unused shares available to be gchateler the
ESPP as of December 31, 2007.
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The following table summarizes the status of Ry&letdck purchase plan:

Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term Value
(In thousands' (In Years) (In thousands’
Outstanding at January — $ —
Granted 172 41.4:
Exercisec a7z2) 41.4:
Forfeited or expires — —
Outstanding at December — 8 — — 3 —
Exercisable at December — 3 — — 3 —

Share-Based Compensation Fair Value Assumptions

The fair value of each option award is estimatedhendate of grant using a Black-Scholes-Mertomoopt
pricing valuation model that uses the weighted-agerassumptions noted in the table below. For 20072006,
expected volatility is based on historical vol&ilof Ryder’s stock and implied volatility from ttad options on
Ryder’s stock. For 2005, expected volatility wasdzhon historical volatility of Ryder’s stock. Thisk-free rate for
periods within the contractual life of the stockiop award is based on the yield curve of a zengpon
U.S. Treasury bond on the date the stock optiorrdwgagranted with a maturity equal to the expedtgzoh of the
stock option award. We use historical data to esténstock option exercises and forfeitures withaaluation
model. The expected term of stock option awardaetgthis derived from historical exercise experiemeder the
sharebased employee compensation arrangements andeefsdise period of time that stock option awardstgc
are expected to be outstanding. The fair valuearket-based stock awards is estimated using addttised option-
pricing valuation model that incorporates a Mong@ simulation. Estimates of fair value are naémed to
predict actual future events or the value ultimateblized by employees who receive equity awaadd,subseque
events are not indicative of the reasonablenetiseadriginal estimates of fair value made by Ryder.

The following table presents the weighted-averaggeiaptions used for options granted:

Years ended December

2007 2006 2005
Option plans
Expected dividend 1.6% 1.7% 1.5%
Expected volatility 26.9% 27.2% 25.1%
Risk-free rate 4.8% 4.6% 3.6%
Expected tern 3.9 year: 4.1 year 4.0 year
Gran-date fair value $ 128: $ 10.7¢ $ 9.7:
Purchase plar
Expected dividend 1.6% 1.4% 1.6%
Expected volatility 25.0% 29.4% 18.5%
Risk-free rate 4.7% 4.7% 2.8%
Expected tern 0.25 year: 0.25 year 0.25 year
Gran-date fair value $ 104C $ 104¢ $ 7.5C
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Exercise of Employee Stock Options and Purchase Pis

The total intrinsic value of options exercised dgrthe years ended December 31, 2007, 2006 andv2&95
$17 million, $41 million and $15 million, respeatly. The total cash received from employees asultref
exercises under all share-based employee compemsatangements for the years ended December 8Z, 2006
and 2005 was $42 million, $61 million and $28 moitlj respectively. In connection with these exeg;itiee tax
benefits realized from share-based employee comtiensarrangements were $5 million, $14 million and
$6 million for the years ended December 31, 200062and 2005, respectively.

23. EMPLOYEE BENEFIT PLANS
Pension Plans

Ryder sponsors several defined benefit pensiorsplamering most employees not covered by union-
administered plans, including certain employedsiiaign countries. These plans generally providéig@pants with
benefits based on years of service and careergwe@mnpensation levels. The funding policy for éhpkans is to
make contributions based on annual service cosssgrhortization of unfunded past service liabilityt not greater
than the maximum allowable contribution deductiblefederal income tax purposes. We may, from timgme,
make voluntary contributions to our pension plansich exceed the amount required by statute. THentaof the
plans’ assets are invested in a master trustithaitrn, is invested primarily in listed stocks dmahds.

Ryder has a non-qualified supplemental pension @iaering certain U.S. employees, which provides fo
incremental pension payments from Ryder’s fundthabtotal pension payments equal the amountsatbald have
been payable from Ryder’s principal pension plaftswere not for limitations imposed by income tagulations.
The accrued pension liability related to this pheas $33 million at December 31, 2007 and 2006.

Ryder also participates in multi-employer pland gravide defined benefits to certain employeeseced by
collective-bargaining agreements. Such plans arellysadministered by a board of trustees comprifetie
management of the participating companies and laesentatives. The net pension cost of theses jdaequal to
the annual contribution determined in accordandh thie provisions of negotiated labor contractseAs
contributed to such plans are not segregated enwtbe restricted to provide benefits only to ergples of Ryder.
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Pension Expense
Pension expense was as follows:

Years ended December
2007 2006 2005
(In thousands

Compan-administered plan:

Service cos $ 40,09¢ 42,67 37,25:
Interest cos 86,61« 82,53t 76,51
Expected return on plan ass (118,529 (99,520 (90,65%)
Amortization of:
Transition obligatior (32 (30 (29
Net actuarial los 19,40C 33,57¢ 30,03!
Prior service (credit) co: (2,899 6,31¢ 1,421
24,65¢  65,55¢ 54,52¢
Union-administered plan 4,84: 4,87¢ 4,69¢
Net pension expen: $ 29,497 70,43t 59,22i
Compan-administered plan:
u.s. $ 11,18. 46,27¢ 39,59¢
Non-U.S. 13,47 19,28! 14,93
24,652 65,55¢ 54,52¢
Union-administered plan 4,84: 4,87¢ 4,69¢

$ 29,497 70,43t 59,22i

The following table sets forth the weighted-averagtiarial assumptions used for Ryder’s pensionspia
determining annual pension expense:

U.S. Plans Non- U.S. Plan:

Years ended December Years ended December

2007 2006 2005 2007 2006 2005
Discount rate 6.00% 5.73% 5.90% 4.84% 5.00% 5.58%
Rate of increase in compensation le\ 4.00% 4.00% 4.00% 3.33% 3.62% 3.50%
Expected lon-term rate of return on plan ass 8.50% 8.50% 850% 7.50% 7.50% 7.92%
Transition amortization in yea — — — 5 6 7
Gain and loss amortization in ye: 8 8 8 8 8 8

The return on plan assets assumption reflects #ighted-average of the expected long-term ratestofn for
the broad categories of investments held in thesplahe expected long-term rate of return is adfusthen there
are fundamental changes in expected returns iplémeassets.

Pension Curtailment

On January 5, 2007, our Board of Directors appraredmendment to freeze U.S. pension plans eféectiv
December 31, 2007 for current participants who atonmeet certain grandfathering criteria. As a reshkse
employees will cease accruing further benefits uite pension plans after December 31, 2007 aridegin
participating in an enhanced 401(k) plan. Thoségpants that meet the grandfathering criterid bd given the
option to either continue to earn benefits in th8.ybension plans or transition into the enhandddlg plan. All
retirement benefits earned as of December 31, 20l0Be fully preserved and
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will be paid in accordance with the plan and leggjuirements. Employees hired after January 1, 20D7ot be
eligible to participate in the U.S. pension plafse freeze of the U.S. pension plans did not creatertailment gai
or loss; however, in conjunction with the finalimat of our pension actuarial valuation, we recogdia reduction i
the pension benefit obligation of $16 million andeduction in the net actuarial loss recognizediwiaiccumulated
other comprehensive loss of approximately $11 amillinet of tax, during 2007.

Pension Accounting Charge

In the third quarter of 2006, we recorded a onesfinon-cash pension accounting charge of $6 million
(%4 million after-tax), to properly account for riservice costs related to retiree pension beimefitovements
made in 1995 and 2000. We previously amortizedr z@ovice costs over the remaining life expectasfaetired
participants (approximately 15 years). The appliea@tcounting literature requires that prior sesiosts be
amortized over the future service period of acéwgployees at the date of the amendment who are®d®
receive benefits under the plan (approximatelyy@#®s for Ryder). The literature does provide arepikion in
which prior service costs can be amortized overé¢neaining life expectancy of retired participaifi@ll or almost
all of the plan participants are inactive. In thed quarter of 2006, we determined that we hadmettthe exception
criteria, which allows for the use of the remainlifig expectancy of retired participants as the dination period.
Because the amounts involved were not materialitaonsolidated financial statements in any indiidorior
period, and the cumulative amount was not mat&siaD06 results, we recorded the cumulative adjestpwhich
increased “Salaries and employee-related coststehaced “Intangible assets” by $6 million, in 2006

Pension Remeasurement Benefit

The historical basis of accounting for our U.S. &ahadian pension plans included a substantive ¢onamt
to make future plan amendments in order to probleefits (to active employees) attributable to mpsiervice that
are greater than the benefits defined by the wriiéems of the plans. In the fourth quarter of 200§ Retirement
Committee resolved that there was no commitmegtdat benefit improvements at the present time dné near
future. As a result, we eliminated the substantimmmitment benefit improvement assumption for th.ldnd
Canadian plans. This action was considered a substaamendment to the plans which required arrimte
measurement of plan assets and pension obliga®o§the date of the amendment. The revalued aimowere
also used to measure pension expense from thefidte amendment through year-end. In performingititerim
measurement, we updated plan asset values, rolte@ifd employee census data to reflect populati@mges and
reviewed the appropriateness of all actuarial agsioms including discount rate, expected long-teate of return,
expected increase in compensation levels, retirenag® and mortality. The prospective applicatibthe interim
measurement reduced fourth quarter 2006 pensicensry $5 million relative to expenses recognthealigh
September 30, 2006.
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Obligations and Funded Status

The following table sets forth the benefit obligai$, assets and funded status associated with Rymgrsion

and supplemental pension plans:

Change in benefit obligation
Benefit obligations at January
Service cos
Interest cos
Actuarial gain
Benefits paic
Plan amendmel
Curtailment
Foreign currency exchange rate char

Benefit obligations at December

Change in plan asse
Fair value of plan assets at Janua
Actual return on plan asse
Employer contributiot
Participant’ contributions
Benefits paic
Foreign currency exchange rate char
Fair value of plan assets at Decembe

Funded statu

Amounts recognized in the consolidated balancetstoemsisted of:

Noncurrent asse
Current liability
Noncurrent liability

Net amount recognize

December 3:

2007

2006

(In thousands

Amounts recognized in accumulated other comprekierisss (pre-tax) consisted of:

Transition obligatior
Prior service credi
Net actuarial los

Net amount recognize
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$1,531,57 1,467,89:
40,09¢ 42,67¢
86,61 82,53¢
(79,79) (23,549
(52,487 (49,089

- (22,727
(16,482 —
12,95 33,83«

1,522,48. 1,531,57

1,417,301  1,147,53
83,64¢ 158,78:
59,757 129,63:
2,17¢ 2,18(
(52,487 (49,089
10,98¢ 28,264

1,521,388 1,417,30!

$ (1,095 (114,27)

December 3.
2007 2006
(In thousands

$ 41,06l
(2,31¢) (2,037
(39,849 (112,239

$ (1,099 (114,27)

December 3.
2007 2006
(In thousands

$ (130 (167)
(17,889 (20,78
237,92. 318,45:

$ 219,90: 297,50
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In 2008, we expect to recognize approximately $ianiof the prior service credit and $6 million tfe net
actuarial loss as a component of pension expense.

The following table sets forth the weighted-averagtiarial assumptions used for Ryder’s pensionspia
determining funded status:

U.S. Plans Non-U.S. Plans
December 3: December 3:
2007 2006 2007 2006
Discount rate 6.35% 6.00% 5.64% 4.84%
Rate of increase in compensation le\ 4.00% 4.00% 4.13% 3.33%

At December 31, 2007 and 2006, our pension obbgat{accumulated benefit obligations (ABO) and gxtgd
benefit obligations (PBO)) greater than the faiuesof our plan assets for our U.S. and non-U.&phere as

follows:
U.S. Plans Non-U.S. Plans Total
December 3: December 3: December 3:
2007 2006 2007 2006 2007 2006
(In thousands

Accumulated benefit obligatior $1,133,821 1,124,08. 335,73( 336,72: 1,469,55/ 1,460,80.
Plans with ABO in excess of plan ass

PBO $ 33,29 33,25¢ 59,13: 349,62¢ 92,42¢ 382,88:

ABO $ 31,31 30,49. 56,44: 336,72. 87,754 367,21:

Fair value of plan asse $ — 21&€ 50,26¢ 321,60: 50,26¢ 321,82:
Plans with PBO in excess of plan ass

PBO $ 33,29« 1,181,95 59,13 349,62¢ 92,42¢ 1,531,57

ABO $ 31,31: 1,124,08. 56,44.: 336,72 87,75¢ 1,460,80:

Fair value of plan asse $ — 1,095,70- 50,26¢ 321,60: 50,26¢ 1,417,30

Plan Assets
The percentage of fair value of total assets bgtassegory and target allocations were as follows:

U.S. Plans Non-U.S. Plans
Actual Actual
December 3: Target December 3: Target
2007 2006 2007 2006 2007 2006 2007 2006

Asset category

Equity securitie: 74% 7% 70% 70% 7% 78% 7% 7%
Debt securitie: 22% 20% 26% 26% 23% 22% 23% 23%
Other 4% 3% 4% 4% 0% 0% 0% 0%

100% 100% 100% 100% 100% 100% 100% 100%

Ryder’s investment strategy for the pension plaris imaximize the long-term rate of return on @agets
within an acceptable level of risk in order to miie the cost of providing pension benefits. Thanplutilize
several investment strategies, including activelg passively managed equity and fixed income gfiege The
investment policy establishes a target allocatmrefich asset class. Deviations between actuaigmepisan asset
allocations and targeted asset allocations mayrasa result of investment performance during atmo
Rebalancing of our pension plan asset portfoli@aizeach month based on the prior month’s endatenoes.
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The following table details pension benefits expddb be paid in each of the next five fiscal yearg in
aggregate for the five fiscal years thereafter:

(In thousands,

2008 $ 61,58
2009 65,83:
2010 70,07
2011 74,56
2012 79,56
20152017 477,94t

For 2008, pension contributions to Ryder’s U.S.gp@m plans and non-U.S. pension plans are estimatee
$2 million and $20 million, respectively.

Savings Plans

Ryder has defined contribution savings plans thagaailable to substantially all U.S. and Canadiauployee:
Costs recognized for these plans equal Ryder'$¢otaributions, which are based on employee diassion and
may be a combination of fixed contributions, petagremployee contributions and Ryder performanased
contributions. Savings plan costs totaled $9 niliio 2007 and $11 million in each of 2006 and 2005.

Deferred Compensation and Long-Term Compensation Bhs

We have deferred compensation plans that perngibédi U.S. employees, officers and directors teedef
portion of their compensation. The deferred compgaos liability, including Ryder matching amountsda
accumulated earnings, totaled $27 million and $#Bbom at December 31, 2007 and 2006, respectively.

We also had long-term incentive compensation plenaer which the Compensation Committee of the Boérd
Directors was authorized to reward key executiviégs additional compensation contingent upon attaintrof
critical business objectives. Lorigkm awards were made from 2002 to 2005. In 20@6Compensation Committ
decided to allocate more of our executive officéwisg-term compensation from cash to equity. Aesalt, the
Compensation Committee ceased granting long-tesin awards. For plan years prior to 2005, perforrmavas
measured each year of the plan individually aganstnnual performance goal. Achievement of théopaance
target or failure to achieve the performance taigene year did not affect the target, performagaals or
compensation for any other plan year. The amouartseel under the plan vest six and eighteen mouthsesjuent t
the end of the plan’s three-year cycle. For theb2flan year, performance was measured based oevaulicertain
levels of net operating revenue growth, earningcpmmon share growth and return on capital oveapproximat:
three-year period, and not on an annual basierthin performance levels were achieved, the ansaesrined under
the plan vest six months subsequent to the erltegblan’s cycle. Compensation expense under thns plas
recognized in earnings over the vesting periodalf@impensation expense recognized under the plasis
$0.2 million in 2007 and $3 million in each of 2086d 2005. The accrued compensation liability eeldb these
plans was $3 million and $6 million at December 3107 and 2006, respectively.

Ryder has established grantor trusts (Rabbi Trtstsjovide funding for benefits payable under the
supplemental pension plan, deferred compensatamsnd long-term incentive compensation plans.abkets
held in the trusts at December 31, 2007 and 20Gfuated to $28 million and $30 million, respectivelfne Rabbi
Trusts’ assets consist of short-term cash invedtsreemd a managed portfolio of equity securitiesluding Ryder’s
common stock. These assets, except for the invastim&yder's common stock, are included in “Dirnancing
leases and other assets” because they are avadabie general creditors of Ryder in the everRyder’s
insolvency. The equity securities are classifiettading securities and stated at fair value. Be#lized and
unrealized gains and losses are included in “Mianebus income,
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net.” The Rabbi Trusts’ investment of $3 millionRyder's common stock, at both December 31, 20@72806 is
reflected at historical cost and recorded agaimasteholders’ equity.

Other Postretirement Benefits

Ryder sponsors plans that provide retired U.S.@arbdian employees with certain healthcare and life
insurance benefits. Substantially all U.S. and @araemployees not covered by union-administeradtihand
welfare plans are eligible for the healthcare bigndflealthcare benefits for our principal plan gemerally provide
to qualified retirees under age 65 and eligibleathglents. Generally, this plan requires employedribaions that
vary based on years of service and include prawssibat limit our contributions.

Total periodic postretirement benefit expense veafolows:

Years ended December
2007 2006 2005
(In thousands

Service cos $1,47¢ 1,31€ 1,00%
Interest cos 2,57¢ 2,51 2,127
Amortization of:
Net actuarial los 837 972 282
Prior service cred (237) (231) (1,159
Census data adjustme — 1,94 —
Postretirement benefit exper $4,65¢ 6,51 2,25¢
u.s. $3,731 5,99 1,86¢
Non-U.S. 927 52% 38¢€

$4,65¢ 6,51F 2,254

Census Data Adjustment

In the fourth quarter of 2006, we determined cart&nsus data used to actuarially determine theevafl our
U.S. postretirement benefit obligation for the w2001 through 2005 was inaccurate and we recaae-time,
non-cash charge of $2 million ($1 million afterXafor the adjustment of our U.S. postretirementdii obligation.
Because the impact resulting from revising our q@tisement benefit obligation estimates was notemialtto our
consolidated financial statements in any individu&br period, and the cumulative amount was natenia to 2006
results, we recorded the cumulative adjustmentchviricreased “Salaries and employee-related cogt$2 million
in 2006.

The following table sets forth the weighted-averdgeount rates used in determining annual periodic
postretirement benefit expense:

U.S. Plar Non-U.S. Plar
Years ended December Years ended December
2007 2006 2005 2007 2006 2005
Discount rate 6.0(% 5.65% 5.9(% 5.0(% 5.0(% 6.0(%
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Ryder’s postretirement benefit plans are not fundéx following table sets forth the benefit obtigas
associated with Ryder’s postretirement benefit mlan

December 3:
2007 2006
(In thousands
Benefit obligations at January $44,86(  39,28¢
Service cos 1,47¢ 1,31¢
Interest cos 2,57¢ 2,513
Actuarial (gain) los: (1,385  1,04:
Benefits paic (3,955 (4,079
Census data adjustme — 4,79¢
Foreign currency exchange rate char 72C (22)
Benefit obligations at December 44,29; 44,86(
Amounts recognized in the consolidated balancetsloaasisted of:
December 3:
2007 2006
(In thousands
Current liability $ (3,209 (3,599
Noncurrent liability (41,087 (41,269
Amount recognize: $(44,297) (44,860
Amounts recognized in accumulated other comprelierisss (pre-tax) consisted of:
December 3:
2007 2006
(In thousands
Prior service cred $(2,462 (2,699
Net actuarial los 11,10¢ 13,27(
Net amount recognize $ 8,64 10,57:

In 2008, we expect to recognize approximately $0ilfon of the prior service credit and $0.8 mili@f the ne
actuarial loss as a component of total periodigrpti;ement benefit expense.

Our annual measurement date is December 31 forlb&hand non-U.S. postretirement benefit plans.
Assumptions used in determining accrued postre@rarenefit obligations are as follows:

U.S. Plar Non-U.S. Plar
December 3. December 3.
2007 2006 2007 2006

Discount rate 6.35% 6.00% 5.25%  5.00%
Rate of increase in compensation le\ 4.00% 4.00% 3.50%  3.50%
Healthcare cost trend rate assumed for next 8.50% 9.00% 10.00% 10.00%
Rate to which the cost trend rate is assumed tinde@ltimate trend rate 4.75% 4.75% 5.00%  5.00%
Year that the rate reaches the ultimate trend 201¢ 201¢ 2017 201¢
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Changing the assumed healthcare cost trend rat&%hg each year would not have a material effeche
accumulated postretirement benefit obligation atddeber 31, 2007 or annual postretirement benefitese for
2007.

The following table details other postretirememdifigs expected to be paid in each of the nextfiseal years
and in aggregate for the five fiscal years theezaft

(In thousands,

2008 $ 3,21(
2009 3,311
2010 3,44(
2011 3,722
2012 3,812
20152017 20,85!

24. ENVIRONMENTAL MATTERS

Our operations involve storing and dispensing petno products, primarily diesel fuel, regulated end
environmental protection laws. These laws requsréoweliminate or mitigate the effect of such sabses on the
environment. In response to these requirementgonwtnually upgrade our operating facilities angbiement
various programs to detect and minimize contanmamatin addition, we have received notices from the
Environmental Protection Agency (EPA) and othe&t the have been identified as a potentially respbmparty
under the Comprehensive Environmental Responsep€osation and Liability Act, the Superfund Amendisen
and Reauthorization Act and similar state statatebmay be required to share in the cost of cleah@p identifiec
disposal sites.

Our environmental expenses which are presentednwiBperating expense” in our Consolidated Stateismieh
Earnings, consist of remediation costs as welleamal recurring expenses such as licensing, testmagwaste
disposal fees. These expenses totaled $7 mill@migion and $9 million in 2007, 2006 and 2005 pectively. Th
carrying amount of our environmental liabilitiessv15 million and $16 million at December 31, 2@®d 2006,
respectively. Capital expenditures related to swirenmental programs totaled approximately $2imillin 2007
and $1 million in each of 2006 and 2005. Our asstgement obligations related to fuel tanks rentbage not
included above and are recorded within “Accruedemgies” and “Other non-current liabilities” in ounrGolidated
Balance Sheets.

The ultimate cost of our environmental liabilitieannot presently be projected with certainty duthéo
presence of several unknown factors, primarilylével of contamination, the effectiveness of seldeemediation
methods, the stage of investigation at individutalss the determination of our liability in propiort to other
responsible parties and the recoverability of stats from third parties. Based on information prtly available,
we believe that the ultimate disposition of thesdters, although potentially material to the resoftoperations in
any one year, will not have a material adversecefie our financial condition or liquidity.

25. OTHER MATTERS

We are a party to various claims, legal actions@mdplaints arising in the ordinary course of bass While
any proceeding or litigation has an element of uadggty, we believe that the disposition of thesatters will not
have a material impact on our consolidated findrpmaition, liquidity or results of operations.

26. SEGMENT REPORTINC

Our operating segments are aggregated into repetalsiness segments based upon similar economic
characteristics, products, services, customergialidery methods. We operate in three reportabginess
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segments: (1) FMS, which provides full service llegscontract maintenance, contract-related maartea and
commercial rental of trucks, tractors and traitersustomers, principally in the U.S., Canada dmedU.K.; (2) SCS,
which provides comprehensive supply chain congylticluding distribution and transportation sergiteroughout
North America and in Latin America, Europe and Asiad (3) DCC, which provides vehicles and drivasspart o
a dedicated transportation solution in the U.S.

Our primary measurement of segment financial peréorce, defined as “Net Before TaxeNRT), includes al
allocation of Central Support Services (CSS) ardusles restructuring and other (charges), ne2@® gain on
sale of property described in Note 9, “Operatinggerty and Equipment,” and certain 2006 net retinenplan
charges described in Note 23, “Employee Benefih®1aCSS represents those costs incurred to suppdrisiness
segments, including human resources, finance, cat@services, public affairs, information techigylpohealth and
safety, legal and corporate communications. Theativje of the NBT measurement is to provide clamitythe
profitability of each business segment and, ultetyatto hold leadership of each business segmeheaach
operating segment within each business segmentataide for their allocated share of CSS coststaiecosts are
considered to be overhead not attributable to agynent and remain unallocated in CSS. Included grtioa
unallocated overhead remaining within CSS are d@is¢sdfor investor relations, corporate communicegjgublic
affairs and certain executive compensation. CS& @izibutable to the business segments are piiedoity
allocated to FMS, SCS and DCC as follows:

» Finance, corporate services, and health and se— allocated based upon estimated and planned m@sour
utilization;

« Human resource— individual costs within this category are allain several ways, including allocation
based on estimated utilization and number of pemslosupported

» Information technolog— principally allocated based upon utilization-tehmetrics such as number of
users or minutes of CPU time. Customer-relatedegtajosts and expenses are allocated to the bssines
segment responsible for the project;

» Other— represents legal and other centralized cost®apdnses including certain share-based incentive
compensation costs. Expenses, where allocatetbaaszl primarily on the number of personnel supgo

Our FMS segment leases revenue earning equipmdrgraxides fuel, maintenance and other ancillaryises
to the SCS and DCC segments. Inter-segment rexamdi&IBT are accounted for at rates similar to treoseuted
with third parties. NBT related to inter-segmentiiggnent and services billed to customers (equiproentribution)
is included in both FMS and the business segmeithnderved the customer and then eliminated (ptedeas
“Eliminations”).

Segment results are not necessarily indicative@fésults of operations that would have occurestidach
segment been an independent, stand-alone entitygdilne periods presented. Each business segnmws$ahe
same accounting policies as described in Note Uit8ary of Significant Accounting Policies.”
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Business segment revenue and NBT are presented:belo

Revenue

Fleet Management Solutior

Full service leas

Contract maintenanc

Contractual revenu

Contrac-related maintenanc

Commercial rente

Other

Fuel services revent
Total Fleet Management Solutions from external mustrs
Inter-segment revent
Fleet Management Solutiol
Supply Chain Solutions from external custorr
Dedicated Contract Carriage from external custor
Eliminations

Total revenue

NBT:
Fleet Management Solutiol
Supply Chain Solution
Dedicated Contract Carrial
Eliminations

Unallocated Central Support Servic
Restructuring and other (charges), net and others®)

Earnings from continuing operations before income$

Years Ended December

2007 2006 2005
(In thousands

$1,815,700 1,712,05. 1,655,28!
158,20¢  140,77: _ 133,26¢
1,973,900 1,852,820 1,788,55
180,78( 176,24t  173,01(
542,25:  621,99¢ 639,23
72,33¢ 72,06¢  67,30F
978,79 _ 986,16¢ _ 891,64
3,748,07. 3,709,31. 3,559,75:
41457: 386,73 _ 361,43t
4,162,64. 4,096,004 3,921,119
2,250,28. 2,028,48' 1,637,82
567,64(  568,84: 543,26t
(414,57) (386,73) (361,43
$6,565,99' 6,306,64: 5,740,84

$ 373,69  368,06( 354,35
63,22 62,14 39,39
47,40 42,58¢  35,12¢

(31,249  (33,73) (32,660
453,08° 439,07  396,21!
(44,459 (39,480  (35,75)
(3,15¢) (6,61) (3,376

$ 40546: 392,97 357,08

(1) 2007 includes the gain on sale of property of $ll0an. See Note 9, “Operating Property and Equipthe for additional information. 200
includes the pension accounting charge of $6 mmijligension remeasurement benefit of $5 million postretirement benefit plan charge of

$2 million. See Note 2" Employee Benefit Plar” for additional information
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The following table sets forth shab&sed compensation, depreciation expense, gaimshicle sales, net, oth

non-cash charges (credits), net, interest expénsenie) and capital expenditures for the years @msrember 31,
2007, 2006 and 2005 and total assets at Decemb@0BT and 2006 as provided to the chief operatagsion-
maker for each of Ryder’s reportable business satgne

FMS SCS DCC CSS Eliminations Total
(In thousands

2007

Share-based compensation expen: $ 4,94 3,43¢ 40C 7,97¢ — 16,75¢
Depreciation expense®) $ 791,100 22,59¢ 1,61F 64¢ — 815,96
Gains on vehicles sales, net $ (43,739 (362) — — — (44,099
Other non-cash charges (credits), ne@ $ (2,109 713 2 (559 — (1,95
Interest expense (income®) $ 157,38 5,89 (3,339 131 — 160,07
Capital expenditures paid® $1,273,141 34,95t 84€ 8,29t — 1,317,23
Total assets $6,212,031 557,58 129,06¢ 87,36: (131,40() 6,854,64
2006

Shar+-based compensation expel $ 4,187 3,18¢ 37€ 5,89« — 13,64:
Depreciation expens®) $ 723,07¢ 18,10  1,59¢ 512 — 743,28t
Gains on vehicle sales, r $ (50,76¢) — — — — (50,766
Other nol-cash charges (credits), 1@ $ 7,881 24€ 1  5,97¢ — 14,10¢
Interest expense (incom®) $ 137,00¢ 5,97¢ (2,802 377 —  140,56:
Capital expenditures pa® $1,655,18 26,72¢ 1,05t 12,10( — 1,695,06-
Total asset $6,200,29. 545,91 123,68! 101,47t (142,44() 6,828,92:
2005

Shar-based compensation expe! $ 527 57¢ 60 1,95¢ — 3,12¢
Depreciation expens®) $ 718,92t 19,98¢  1,44( 61 — 740,41
Gains on vehicle sales, r $ (47,099 — — — — (47,099
Other nol-cash charges (credits), 1@ $ 11,70¢ 91 (2 (565 — 11,23:
Interest expense (incom®) $ 116,190 6,31C (2,280 251 — 120,47-
Capital expenditures pa® $1,342,900 23,39« 1,12¢ 31,95: — 1,399,37!

@

@
©)

4

Depreciation expense associated with CSS assetalivaated to business segments based upon estiraateplanned asset utilizatio
Depreciation expense totaling $12 million, $12 imilland $13 million during 2007, 2006 and 2005 pexstively, associated with CSS as:
was allocated to other business segme

Includes amortization expens

Interest expense was primarily allocated to the Fd¢8ment since such borrowings were used pringipalfund the purchase of rever
earning equipment used in FMS; however, interegepsge (income) was also reflected in SCS and DGEdban targeted segment leverage
ratios.

Excludes FMS and SCS acquisition payments of $lli6mi$4 million and $15 million in 2007, 2006 a2805, respectively, compris
primarily of lon¢-lived assets. See Note" Acquisitions” for additional information
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Geographic Information

Years ended December
2007 2006 2005
(In thousands

Revenue

United State: $5,243,18" 5,136,77' 4,722,02

Foreign:
Canade 646,40( 564,41¢ 483,69t
Europe 377,67t 346,93¢ 343,22¢
Latin America 277,42 237,37 172,25!
Asia 21,30¢ 21,13¢ 19,64
1,322,811 1,169,86! 1,018,82
Total $6,565,99! 6,306,64. 5,740,84

Long-lived assets

United State: $4,051,51° 4,180,75. 3,498,44.

Foreign:
Canadz 545,54! 412,65: 380,88:
Europe 350,33t 360,34. 350,64
Latin America 51,27: 33,03¢ 30,44¢
Asia 21,45 21,51¢ 20,79¢
968,60t 827,54 782,77(
Total $5,020,12! 5,008,301 4,281,21.

We believe that our diversified portfolio of custers across a full array of transportation and liggssolutions
and across many industries will help to mitigake ithpact of adverse downturns in specific sectbth@economy
in the near to medium term. Our portfolio of fudlrgice lease and commercial rental customers isomtentrated |
any one particular industry or geographic regianyéver, the largest concentration is in rayatical industries suc
as food, groceries and beverages. We derive disigmi portion of our SCS revenue (approximatel%65 2007
and 2006) from the automotive industry, mostly froranufacturers and suppliers of original equipnmamts. Our
largest customer, General Motors Corporation (GAdounted for approximately 14%, 13% and 10% of
consolidated revenue in 2007, 2006 and 2005, réspc GM also accounted for approximately 42%%#@&nd
35% of SCS total revenue in 2007, 2006 and 20@petively. Effective January 1, 2008, our contrakt
relationship for certain transportation managensentices changed, and we determined, after a faenaw of the
terms and conditions of the services, that we lvélacting as an agent in the arrangement. As #,restal revenue
will decrease in the future due to the reportingesenue net of subcontracted transportation expértgs contract
represented $640 million, $565 million and $360lomil of total revenue in 2007, 2006 and 2005, respely.
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27. QUARTERLY INFORMATION (UNAUDITED)

Net Earnings per
Common Shar
Revenue Net Earning Basic Diluted
(In thousands, except per share amot

2007

First quarter $1,594,10: 51,25¢ 0.8t 0.84
Second quarter 1,657,96! 65,12: 1.0¢ 1.07
Third quarter 1,647,72. 65,53 1.1z 1.11
Fourth quarter 1,666,20! 71,94¢ 1.28 1.24
Full year $6,565,99! 253,86: 4.2¢ 4.24
2006

First quartel $1,496,29. 47,58: 0.7¢ 0.77
Second quarte 1,595,72 70,27¢ 1.1t 1.13
Third quartel 1,620,54 65,277 1.07 1.0¢€
Fourth quarte 1,594,07 65,82 1.0¢ 1.0¢
Full year $6,306,64. 248,95¢ 4.0¢ 4.04

Quarterly and year-to-date computations of peresharounts are made independently; therefore, timeo$u
per-share amounts for the quarters may not equah@e amounts for the year.

Earnings in the third quarter of 2007 included & @e sale of FMS property of $6 million, or $0.46r diluted
common share. Earnings in the third quarter of 2416@ included restructuring charges of $8 million$0.13 per
diluted common share, related to cost managemehpmatess improvement actions throughout our ddmastl
international business segments and Central Suf§govices. Earnings in the fourth quarter of 20@Tuded an
income tax benefit of $3 million, or $0.06 per ddd common share associated primarily with the cédn of
deferred income taxes due to enacted changes iadzantax laws.

Earnings in the second quarter of 2006 includethemme tax benefit of $7 million, or $0.11 per déd
common share, associated with the reduction ofrdféncome taxes due to enacted changes in Texb€anadia
tax laws. Earnings in the third quarter of 2008uded a $4 million, or $0.06 per diluted commonrshaension
accounting charge which represented a one-timegcash charge to properly account for prior sercizgts related
to retiree benefit improvements made in 1995 ariD20
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Column A Column B Column C Column D ColumnE
Additions
Balance a Transferrec Balance
Beginning Charged tc¢ from (to) Othe at End
Description of Period Earnings  Accounts® Deductions® of Period
(In thousands
2007
Accounts receivable allowance $ 14,74 13,23¢ — 11,02¢ 16,95«
Direct finance lease allowanc: $ 1,121 1,472 — 1,26¢ 1,327
Self-insurance accruals® $283,37: 176,50° 44,02: 226,08! 277,81
Reserve for residual value guarantees $ 2,22i 1,10€ — 90€ 2,42t
Valuation allowance on deferred tax asset $ 12,72¢ 48¢ — (1,299 14,507
2006
Accounts receivable allowan: $ 13,22: 8,29¢ — 6,77 14,74«
Direct finance lease allowan $ 851 1,39¢ — 1,12¢ 1,121
Self-insurance accrua® $274,75¢ 224,64 42 54¢  258,58: 283,37.
Reserve for residual value guarant $ 5,30( 1,171 — 4,24¢ 2,227
Valuation allowance on deferred tax as: $ 12,36° 45¢ — (98) 12,72¢
2005
Accounts receivable allowan: $ 11,92: 8,06¢ — 6,76¢ 13,22
Direct finance lease allowan $ 782 69 — — 851
Self-insurance accrua®) $275,02: 222,26( 41,81¢ 264,33¢ 274,75¢
Reserve for residual value guarant $ 6,20¢ 39C — 1,29¢  5,30C
Valuation allowance on deferred tax as: $ 11,55¢ 10:< — 70t 12,367

(1) Transferred from (to) other accounts includes emgéocontributions made to the medical and dent&insurance plans

(2) Deductions represent receivables wri-off, lease termination payments, insurance claaynpents during the period and net foreign
currency translation adjustment

(3) Self-insurance accruals include vehicle liabilityorkers’ compensation, property damage, cargo aedioal and dental, which comprise
our self-insurance programs. Amount charged to eeyminclude favorable development in prior yedested loss development factors
which benefited earnings by $24 million, $12 miilland $7 million in 2007, 2006 and 2005, respedfi
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON
ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this repsg,carried out an evaluation, under the supenviaiod with
the participation of management, including Rydéitsef Executive Officer and Chief Financial Officef the
effectiveness of the design and operation of Rydéisclosure controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the SecuEtiebange Act of 1934). Based upon that evaluattm Chief
Executive Officer and Chief Financial Officer congéd that at December 31, 2007, Ryder’s disclosomérols and
procedures (as defined in Rules 13a-15(e) undebéoerities Exchange Act of 1934) were effective.

Management’s Report on Internal Control over Finandal Reporting

Management’s Report on Internal Control over FiariReporting and the Report of Independent Regidte
Certified Public Accounting Firm thereon are settiodtem 8 of Part Il of this Form 10-K Annual Rap.

Changes in Internal Controls over Financial Reportng

During the three months ended December 31, 20@ve tivere no changes in Ryder’s internal controt ove
financial reporting that has materially affectedsoreasonably likely to materially affect sucheimtal control over
financial reporting.

ITEM 9B. OTHER INFORMATION

None.

PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The information required by Item 10 with respecekecutive officers is included within Item 1 inrPunder
the caption “Executive Officers of the Registraot'this Form 10-K Annual Report.

The information required by Item 10 with respectlieectors, audit committee, audit committee firiahc
experts and Section 16(a) beneficial ownershipntempcompliance is included under the captionstiibn of
Directors,” “Audit Committee” and “Section 16(a) Beficial Ownership Reporting Compliance” in our idéive
proxy statement, which will be filed with the Conssilon within 120 days after the close of the figesdr, and is
incorporated herein by reference.

Ryder has adopted a code of ethics applicable tBhiief Executive Officer, Chief Financial Offic&pntroller
and Senior Financial Management. The Code of Efbitas part of Ryder’s Principles of Business Cartduhich
are posted on the Corporate Governance page offRydebsite at www.ryder.com.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 is included enthe captions “Compensation Discussion and Amalys
“Executive Compensation,” “Compensation Committé¢€6mpensation Committee Report on Executive
Compensation” and “Director Compensation” in oufirdéve proxy statement, which will be filed wite
Commission within 120 days after the close of fkedl year, and is incorporated herein by reference
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by Item 12 with respecséaurity ownership of certain beneficial ownerd an
management is included under the captions “SecOnipership of Officers and Directors” an8écurity Ownershi
of Certain Beneficial Owners” in our definitive psostatement, which will be filed with the Commssiwithin
120 days after the close of the fiscal year, anddsrporated herein by reference.

The information required by Item 12 with respectdtated stockholder matters is included withimité in
Part | under the caption “Securities Authorizedlgsuance under Equity Compensation Plans” of this
Form 10-K Annual Report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS,
AND DIRECTOR INDEPENDENCE

The information required by Item 13 is included enthe captions “Board of Directors” and “Relatezigen
Transactions” in our definitive proxy statement,iethwill be filed with the Commission within 120 ylaafter the
close of the fiscal year, and is incorporated Imebgireference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by Item 14 is included enthe caption “Ratification of Independent Auditor our
definitive proxy statement, which will be filed Wwithe Commission within 120 days after the clostheffiscal yea
and is incorporated herein by reference.

We have agreed to indemnify and hold KPMG harméggsnst and from any and all legal costs and exqeens
incurred by KPMG in successful defense of any legébns or proceedings that arises as a resfiPMG’s
consent to the incorporation by reference of igitaneport on the Company’s past financial stateimiérto our
Registration Statements on Form S-8 and Form S-3.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) Items A through H and Schedule Il are preseatethe following pages of this Form 10-K AnnualpRg:

Page No
1. Financial Statements for Ryder System, &amd Consolidated Subsidiari
A) Managemer's Report on Internal Control over Financial Reay 57
B) Report of Independent Registered Certified Publicdunting Firm —
PricewaterhouseCoopers LI 58
C) Report of Independent Registered Certified Pubicdunting Firm —
KPMG LLP 59
D) Consolidated Statements of Earnil 60
E) Consolidated Balance She: 61
F) Consolidated Statements of Cash Flc 62
G) Consolidated Statements of Sharehol’ Equity 63
H) Notes to Consolidated Financial Stateme 64
2. Consolidated Financial Statement Scheftulthe Years Ended December 31, 2007, 2006 and
2005:
Schedule |— Valuation and Qualifying Accoun 114

All other schedules are omitted because they arapmicable or the required information is showritie
consolidated financial statements or notes thereto.

Supplementary Financial Information consistinge&sted quarterly financial data is included imit8 of this
report.

3. Exhibits:

The following exhibits are filed with this repont,avhere indicated, incorporated by reference (Rot@+K,
10-Q and 8-K referenced herein have been filed utileCommission’s file No. 1-4364). Ryder will pide a copy
of the exhibits filed with this report at a nomirtllarge to those parties requesting them.
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Exhibit
Number

EXHIBIT INDEX

Description

3.1(a)

3.1(b)

3.2

4.1

4.2(a)

4.2(b)

4.3

4.4

10.1(a)

10.1(b)

10.1(c)

10.1(d)

10.3(f)

10.4(a)

The Ryder System, Inc. Restated Articles of Incaapion, dated November 8, 1985, as amended thr
May 18, 1990, previously filed with the Commissiasan exhibit to Ryder's Annual Report on
Form 1(-K for the year ended December 31, 1990, are incomgmblay reference into this repc

Articles of Amendment to Ryder System, Inc. Restateticles of Incorporation, dated November 8,
1985, as amended, previously filed with the Cominissn April 3, 1996 as an exhibit to Ryder’s
Form ¢-A are incorporated by reference into this reg

The Ryder System, Inc. By-Laws, as amended thrégdiiuary 16, 2001, previously filed with the
Commission as an exhibit to Ryder’s Annual ReparForm 10-K for the year ended December 31,
2000, are incorporated by reference into this re|

Ryder hereby agrees, pursuant to paragraph (bj(#)(item 601 of Regulation S-K, to furnish the
Commission with a copy of any instrument definihg tights of holders of long-term debt of Ryder,
where such instrument has not been filed as arbittereto and the total amount of securities atgkd
thereunder does not exceed 10% of the total agE&gder and its subsidiaries on a consolidatedsh

The Form of Indenture between Ryder System, Ind.Tdre Chase Manhattan Bank (National
Association) dated as of June 1, 1984, filed with €ommission on November 19, 1985 as an exhibit to
Ryder's Registration Statement Form -3 (No. 33-1632),is incorporated by reference into this rep

The First Supplemental Indenture between RydereBysinc. and The Chase Manhattan Bank (National
Association) dated October 1, 1987, previouslydfigth the Commission as an exhibit to Ryder’s
Annual Report on Form 10-K for the year ended Ddmeamn31, 1994, is incorporated by reference into
this report.

The Form of Indenture between Ryder System, Ind.Tdre Chase Manhattan Bank (National
Association) dated as of May 1, 1987, and suppléedeas of November 15, 1990 and June 24, 1992,
filed with the Commission on July 30, 1992 as ahileix to Ryder’'s Registration Statement on Form S-3
(No. 3:-50232),is incorporated by reference into this rep

The Form of Indenture between Ryder System, Ind.JaR. Morgan Trust Company (National
Association) dated as of October 3, 2003 filed \ilith Commission on August 29, 2003 as an exhibit to
Ryder’s Registration Statement on Form S-3 (No-838391), is incorporated by reference into this
report.

The form of change of control severance agreenoeréXecutive officers effective as of January Q@0
previously filed with the Commission as an exhtbiRyder’'s Annual Report on Form 10-K for the year
ended December 31, 2003, is incorporated by redergmo this report

The form of severance agreement for executive effieffective as of January 1, 2000, previoussdfil
with the Commission as an exhibit to Ryder’'s AnnRaport on Form 10-K for the year ended
December 31, 2003, is incorporated by referenaethis report

The Ryder System, Inc. Executive Severance Pléectafe as of January 1, 2007, previously filedhwit
the Commission as an exhibit to Ryder’s Currentd®epn Form 8-K filed with the Commission on
January 11, 2007, is incorporated by referencethisoreport

The form of Severance Agreement for executive efficeffective as of February 1, 2008, previously
filed with the Commission as an exhibit to RydeZisrrent Report on Form 8-K filed on April 4, 2003,
incorporated by reference into this rep:

The Ryder System, Inc. 2005 Management Incentivagamsation Plan, previously filed with the
Commission as an exhibit to Ryder’s Current ReparForm 8-K filed with the Commission on
February 16, 2005, is incorporated by reference tints report

The Ryder System, Inc. 1980 Stock Incentive Plararaended and restated as of August 15, 1996,
previously filed with the Commission as an exhtbiRyder’'s Annual Report on Form 10-K for the year
ended December 31, 1997, is incorporated by referario this repori
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Exhibit
Number

Description

10.4(b)

10.4(c)

10.4(f)

10.4(g)

10.4(h)

10.4(i)

10.4())

10.4(k)

10.4()

10.4(m)

10.4(n)

10.4(0)

10.4(p)

10.5(b)

The form of Ryder System, Inc. 1980 Stock InceniNan, United Kingdom Section, dated May 4, 1¢
previously filed with the Commission as an exhtbiRyder’'s Annual Report on Form 10-K for the year
ended December 31, 1995, is incorporated by redergmo this report

The form of Ryder System, Inc. 1980 Stock Incenian, United Kingdom Section, dated October 3,
1995, previously filed with the Commission as ahibi to Ryder’'s Annual Report on Form 10fér the
year ended December 31, 1995, is incorporatedfbyerece into this repor

The Ryder System, Inc. 1995 Stock Incentive Plargraended and restated at May 4, 2001, previously
filed with the Commission as an exhibit to Rydegport on Form 10-Q for the quarter ended
September 30, 2001, is incorporated by referertoetinis report

The Ryder System, Inc. 1995 Stock Incentive Plararaended and restated as of July 25, 2002,
previously filed with the Commission as an exhtbiRyder’'s Annual Report on Form 10-K for the year
ended December 31, 2003, is incorporated by redergmo this report

The Ryder System, Inc. 2005 Equity Compensation,Rieeviously filed with the Commission on
March 30, 2005 as Appendix A to the Proxy Statenf@nthe 2005 Annual Meeting of Shareholders of
the Company is incorporated by reference intorégert.

Terms and Conditions applicable to non-qualifiextktoptions granted in 2006 under the Ryder System,
Inc. 2005 Equity Compensation Plan, previouslydfikdth the Commission as an exhibit to Ryder’'s
Current Report on Form 8-K filed with the Commiss@mn May 11, 2005, are incorporated by reference
into this report

Terms and Conditions applicable to restricted stiglits granted under the Ryder System, Inc. 2005
Equity Compensation Plan, previously filed with tbemmission as an exhibit to RydeCurrent Repo
onForm &K filed with the Commission on May 11, 2005, are ipavated by reference into this repc

Terms and Conditions applicable to restricted statks granted under the Ryder System, Inc. 2005
Equity Compensation Plan, previously filed with themmission as an exhibit to RydeCurrent Repo
onForm &K filed with the Commission on May 11, 2005, are iparated by reference into this repc

Terms and Conditions applicable to the 2005 lomgrtimcentive cash awards granted under the Ryder
System, Inc. 2005 Equity Compensation Plan, preshjofiled with the Commission as an exhibit to
Ryder’s Current Report on Form 8-K filed with ther@mission on May 11, 2005, are incorporated by
reference into this repol

Terms and Conditions applicable to annual incertagh awards granted under the Ryder System, Inc.
2005 Equity Compensation Plan, previously filedwilie Commission as an exhibit to Ryder’s Current

Report on Form 8-K filed with the Commission on Retsy 15, 2006, are incorporated by reference into
this report.

Terms and Conditions applicable to performance-dasstricted stock rights and related cash awards
granted in 2006 under the Ryder System, Inc. 2afiiitz Compensation Plan, previously filed with the
Commission as an exhibit to Ryder’s Current ReparForm 8-K filed with the Commission on
February 15, 2006, are incorporated by referenicetims report

Terms and Conditions applicable to non-qualifiextktoptions granted in 2007 under the Ryder System,
Inc. 2005 Equity Compensation Plan, previouslydfikdth the Commission as an exhibit to Ryder’'s
Current Report on Form 8-K filed with the Commiss@n February 14, 2007, are incorporated by
reference into this repol

Terms and Conditions applicable to performancedbasstricted stock rights and related cash awards
granted in 2007 under the Ryder System, Inc. 2afiitiz Compensation Plan, previously filed with the
Commission as an exhibit to Ryder’s Current ReparForm 8-K filed with the Commission on
February 14, 2007, are incorporated by referenicetims report

The Ryder System, Inc. Directors Stock Award Pénamended and restated at February 10, 2005,
previously filed with the Commission as an exhtbiRyder’'s Annual Report on Form 10-K for the year
ended December 31, 2004, is incorporated by referario this repori
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Exhibit
Number

Description

10.5(c)

10.6(a)

10.6(b)

10.9(a)

1C0.10

10.12

10.13

10.14

10.15

211

231

23.2

24.1

The Ryder System, Inc. Directors Stock Plan, asal®@ and restated at May 7, 2004, previously filed
with the Commission as an exhibit to Ryder’'s Anneaport on Form 10-K for the year ended
December 31, 2004, is incorporated by referenaethis report

The Ryder System Benefit Restoration Plan, effeciianuary 1, 1985, previously filed with the
Commission as an exhibit to Ryder’s Annual ReparForm 10-K for the year ended December 31,
1992, is incorporated by reference into this reg

The First Amendment to the Ryder System Benefitétation Plan, effective at December 16, 1988,
previously filed with the Commission as an exhtbiRyder’s Annual Report on Form 10-K for the year
ended December 31, 1994, is incorporated by referario this repori

The Ryder System, Inc. Stock for Merit IncreaselRegment Plan, as amended and restated as of
August 15, 1996, previously filed with the Commissas an exhibit to Ryder’'s Annual Report on
Form 1(-K for the year ended December 31, 1997, is incorpdray reference into this repc

The Ryder System, Inc. Deferred Compensation Risiamended and restated at January 1, 2005,
previously filed with the Commission as an exhtbiRyder’'s Annual Report on Form 10-K for the year
ended December 31, 2004, is incorporated by regertmthis report

The Asset and Stock Purchase Agreement by and éetiReder System, Inc. and First Group Plc. dated
as of July 21, 1999, filed with the Commission @ap®mber 24, 1999 as an exhibit to Ryder’s report o
Form &K, is incorporated by reference into this rep

The Ryder System, Inc. Long-Term Incentive Plafgative as of January 1, 2002, as amended on
May 6, 2005, previously filed with the Commissiaan exhibit to Ryder’s Current Report on
Form &K filed with the Commission on May 11, 2005, is inporated by reference into this repe

Global Revolving Credit Agreement dated as of May 2004 among Ryder System, Inc., certain wholly-
owned subsidiaries of Ryder System, Inc., Fleetddat Bank, individually and as administrative agen
and certain lenders, previously filed with the Caigsion as an exhibit to Ryder’s Quarterly Report on
Form 1(-Q for the period ended June 30, 2004, is incorporhyeckference into this repo

Amendment Agreement No. 1 to $870 million Global&eing Credit Agreement dated May 11, 2005,
previously filed with the Commission as an exhibiRyder’s Current Report on Form 8-K filed witteth
Commission on May 11, 2005, is incorporated byrexfee into this repor

List of subsidiaries of the registrant, with thatstor other jurisdiction of incorporation or orgaation of
each, and the name under which each subsidiarylimssess

PricewaterhouseCoopers LLP consent to incorpordiyoreference in certain Registration Statements on
Forms S-3 and S-8 of their report on Consolidaiedifcial Statements and schedules of Ryder System,
Inc. and its subsidiarie

KPMG LLP consent to incorporation by referenceeéntain Registration Statements on Forms S-3 and
S-8 of their report on Consolidated Financial Staets and schedules of Ryder System, Inc. and its
subsidiaries

Manually executed powers of attorney for eact

John M. Berra David |. Fuente

L. Patrick Hassey Lynn M. Martin
Luis P. Nieto, Jr. Eugene A. Renna
Abbie J. Smith E. Follin Smith
Hansel E. Tookes, Christine A. Varney

31.1 Certification of Gregory T. Swienton pursuanRule 13i-15(e)or Rule 15¢-15(e).

31.2 Certification of Robert E. Sanchez pursuarRule 13i-15(e)or Rule 15¢-15(e).
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32  Certification of Gregory T. Swienton and Robertanchez pursuant to Rule 13a-14(b) or
Rule 15¢14(b)and 18 U.S.C. Section 13t

(b) Executive Compensation Plans and Arrangem

Please refer to the description of Exhibits 10rbuigh 10.10 and 10.13 set forth under Item 15(&}Bis repor!
for a listing of all management contracts and camspéon plans and arrangements filed with this nigarsuant to
Item 601(b)(10) of Regulation S-K.
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas
duly caused this report to be signed on its behathe undersigned, thereunto duly authorized.

Date: February 12, 20( RYDER SYSTEM, INC.

By: /s/ (REGORYT. SWIENTON

Gregory T. SwientonChairman of the Board and Chief
Executive Officel

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe
following persons on behalf of the registrant amthie capacities and on the dates indicated.

Date: February 12, 20( By: /s/ REGORYT. SWIENTON
Gregory T. Swienton
Chairman of the Board and Chief Executive Officer
(Principal Executive Officer

Date: February 12, 20( By: /s/ ROBERTE. SANCHEZ
Robert E. Sanchez
Executive Vice President and Chief Financial Office
(Principal Financial Officer

Date: February 12, 20( By: /s/ ART A. GARCIA
Art A. Garcia
Senior Vice President and Controller
(Principal Accounting Officer

Date: February 12, 20( By: JoHN M. BERRA*
John M. Berra
Director

Date: February 12, 20( By: DAvID |. FUENTE*
David I. Fuente
Director

Date: February 12, 20( By: L. PaTrRICK HASSEY*
L. Patrick Hassey
Director

Date: February 12, 20( By: LYNN M. MARTIN*
Lynn M. Martin
Director
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Date:

Date:

Date:

Date:

Date:

Date:

Date:

February 12, 20(

February 12, 20(

February 12, 20(

February 12, 20(

February 12, 20(

February 12, 20(

February 12, 20(

By: Luis P. NeTO, R.*

Luis P. Nieto, Jr.
Director

By: EUGENEA. RENNA*

Eugene A. Renna
Director

By: ABBIE J. SNTH*

Abbie J. Smith
Director

By: E. FOLLIN SMITH*

E. Follin Smith
Director

By: HanseL E. Tookes II*

Hansel E. Tookes, Il
Director

By: CHRISTINE A. VARNEY*

Christine A. Varney
Director

*By: /s/ HoRAR. FEREZ

Flora R. Perez
Attorney-in-Fact






EXHIBIT 21.1

The following list sets forth (i) all subsidiarie§ Ryder System, Inc. at December 31, 2007, (8)dtate or
country of incorporation or organization of eachsdiary, and (iii) the names under which certaibsidiaries do

business.

Name of Subsidiary

State or Country of
Incorporation or Organization

1318359 Ontario Limite(t)

Ascent Logistics (Taiwan) Company Lt

Associated Ryder Capital Services, It
CRTS Logistica Automotiva S.A
Far East Freight, Inc

Network Vehicle Central, Inc
Network Vehicle Central, LLC
Phaseking Limite«

Road Master, Limite:

RSI Acquisition Corp.

RSI Holding B.V.

RSI Purchase Cory

RTI Argentina S.A.

RTRC Finance LI

RTR Holdings (B.V.l.) Limitec

RTR Leasing I, Inc.

RTR Leasing I, Inc.

Ryder Airport Operations Corf
Ryder Argentina S.A

Rydel-Ascent Logistics Pte Ltd
Ryder Asia Pacific Holdings B.V
Ryder Asia Pacific Pte Ltd

Ryder Australia Pty Ltd.

Ryder Capital Irelan

Ryder Capital Ireland Holdings | LL
Ryder Capital Ireland Holdings Il LL!
Ryder Capital S. de R.L. de C.\
Ryder Capital Services Corporati
RYDERCORF

RYDERCORP, Inc.

Ryder de Mexico S. de R.L. de C.
Ryder Dedicated Logistics, Inc
Ryder Deutschland Gmb

Ryder Distribution Services Limite
Ryder do Brasil Ltda

Ryder Energy Distribution Corporatic
Ryder Europe B.V.

Ryder Europe Operations B.\
Ryder FleetProducts.com, In
Ryder Fuel Services, LL

Ryder Funding LF

Canade
Taiwan
Florida

Brazil

Florida
Florida
Florida

United Kingdom
Bermuda
Delaware
Netherlands
Delaware
Argentina
Canade
British Virgin Islands
Delaware
Delaware
Florida
Argentina
Singapore
Netherlands
Singapore
Australia
United Kingdom
Delaware
Delaware
Mexico
Delaware
Florida
Delaware
Mexico
Delaware
West German
United Kingdom
Brazil

Florida
Netherlands
Netherlands
Tennesse
Delaware
Delaware




Name of Subsidiary

State or Country of
Incorporation or Organization

Ryder Funding Il LF

Ryder Holding, LLC

Ryder (Hong Kong) Co. Limite
Ryder Hungary Logistics LL¢
Ryder, Inc. of Florid:

Ryder Integrated Logistics, In(@
Ryder International Acquisition Cory
Ryder International, Inc

Ryder Logistica Ltda.

Ryder Logistics (Shanghai) Co., Lt
Ryder Mauritius Holdings, Ltd
Ryder Mexican Holding B.V.
Ryder Mexican Investments | LL
Ryder Mexican Investments Il LL
Ryder Mexican Investments | L
Ryder Mexican Investments Il L
Ryder Mexicana, S.A. de C.\
Ryder Offshore Holdings | LL(
Ryder Offshore Holdings Il LL(
Ryder Offshore Holdings 111 LLC
Ryder Offshore Holdings L

Ryder Pension Fund Limite

Ryder Polska Sp. z 0.c

Ryder Limited Compan

Ryder Puerto Rico, Inc

Ryder Purchasing LL¢

Ryder Realty, Inc.

Ryder Receivable Funding, L.L.C
Ryder Receivable Funding Il, L.L.C
Ryder Services Corporatic3)

Ryder Servicios do Brasil Ltde
Ryder Servicios S. de R.L. de C.’
Ryder (Shanghai) Logistics Co., Lt
Ryder Singapore Pte Ltc

Ryder Sistemas Integrados de Logistica Limit®
Ryder St. Louis Redevelopment Corporal
Ryder Sweden Al

Ryder System B.V

Ryder System Holdings (UK) Limite
Ryder System Limite:

Ryder System Malaysia Sdn. Bl
Ryder System (Thailand) Co., Lt
Ryder Thailand I, LLC

Ryder Thailand I, LLC

Ryder Thailand IlI, LLC

Delaware
Delaware
Hong Kong
Hungary
Florida
Delaware
Florida
Florida
Brazil
China
Mauritius
Netherlands
Delaware
Delaware
Delaware
Delaware
Mexico
Delaware
Delaware
Delaware
Delaware
United Kingdom
Poland
United Kingdom
Delaware
Delaware
Delaware
Florida
Delaware
Florida
Brazil
Mexico
China
Singapore
Chile
Missouri
Sweder
Netherlands
United Kingdom
United Kingdom
Malaysia
Thailand
Florida
Florida
Florida




State or Country of

Name of Subsidiary Incorporation or Organization

Ryder Thailand 1V, LLC Florida
Ryder Thailand V, LLC Florida
Ryder Thailand VI, LLC Florida
Ryder Truck Rental Holdings Canada LI Canade
Ryder Truck Rental, In(®) Florida
Ryder Truck Rental | LLC Delaware
Ryder Truck Rental Il LLC Delaware
Ryder Truck Rental Il LLC Delaware
Ryder Truck Rental IV LLC Delaware
Ryder Truck Rental I LI Delaware
Ryder Truck Rental Il LF Delaware
Ryder Truck Rental Canada L1®) Canads
Ryder Truck Rental L~ Delaware
Ryder Truckstops, Inc Florida
Sistemas Logisticos Sigma S. Argentina
Spring Hill Integrated Logistics Management, It Delaware
Surplus Property Holding Cory Florida
Tandem Transport, L.F Georgia
Translados Americanos S. de R.L. de C Mexico
Truck Transerv, Inc Delaware

@
@)
®
4
©)

(6)

Ontario, Canada: d/b/a Ryder Grocery Servi

Florida: d/b/a UniRydel

Ohio and Texas: d/b/a Ryder Claims Services Cortpam:
Chile: d/b/a Ryder Chile Limitad

Alabama, Alaska, Arizona, Arkansas, California, @aHo, Connecticut, Delaware, District of Columbkorida, Georgia, Hawaii
Idaho, lllinois, Indiana, lowa, Kansas, Kentuckgpuisiana, Maine, Maryland, Massachusetts, Michigdmnesota, Mississipp
Missouri, Montana, Nebraska, Nevada, New Hampshesy Jersey, New Mexico, New York, North Carolvarth Dakota, Ohio,
Oklahoma, Oregon, Pennsylvania, Rhode Island, SGatolina, South Dakota, Tennessee, Texas, Utatmdfd, Virginia, Washington,
West Virginia, Wisconsin and Wyoming: d/b/a Rydan$portation Service

Maryland and Virginia: d/b/a Ryder/Jacobs Michigadib/a Atlas Trucking, Inc. Michigan: d/b/a Rydetas of Western Michiga
French Name: Location de Camions Ryder du Canada.

Canada: d/b/a Ryder Integrated Logistics
Ryder Dedicated Logistics
Ryder Canad:






EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémd¢ee Registration Statements on Form S-3
(No. 333-140928, No. 333-134627 and No. 333-128661)Form S-8 (No. 1-4364, No. 33-69660, No. 3310
No. 33:-19515, No. 333-26653, No. 333-57595, No. 333-696&6 333-69628, No. 333-108364,
No. 333124828 and No. 333-134113) of Ryder System, Ihouo report dated February 11, 2008 relating to th
financial statements, financial statement schedntkthe effectiveness of internal control overfiiitial reporting,

which appears in this Form 10-K.

/sl PricewaterhouseCoopers LLP

Miami, Florida
February 11, 200






EXHIBIT 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors
Ryder System, Inc.:

We consent to the incorporation by reference infdélewing Registration Statements on Forms S-3 Sf&lof
Ryder System Inc., of our report dated Februar{ 13006, with respect to the consolidated statem&ggarnings,
shareholders’ equity, and cash flows for the yealed December 31, 2005, and the related consdiidia@ncial
statement schedule, in so far as the informatidhérschedule pertains to the year ended Decenmb@085, which
report appears in the December 31, 2007 annuattrepd-orm 10-K of Ryder System, Inc., and refera thange
in method of accounting for conditional asset egtient obligations in 2005.

Form S-3:

Registration StatemeNo. 33:-128661covering $800,000,000 aggregate amount of secsu

Registration Statement No. 333-134627 coveringZBshares of Common Stock, $0.50 par value per
share,

Registration StatemeNo. 33:-140928covering an indeterminate amount of securi

Form S-8:

Registration Statement Nc-4364 covering the Ryder System, Inc. Profit Incenttock Plan
Registration StatemeNo. 3:-69660covering the Ryder System, Inc. 1980 Stock Incenfiian.
Registration StatemeNo. 33-62013covering the Ryder System, Inc. 1995 Stock Incenfiian.
Registration StatemeNo. 33:-19515covering the Ryder System, Inc. 1997 Deferred Corsgion Plan

Registration Statement No. 333-26653 covering thdeRSystem, Inc. Board of Directors Stock Award
Plan.

Registration StatemeNo. 33:-57595covering Ryder System, Inc. 1995 Stock IncentivanF
Registration StatemeNo. 33:-69626covering the Ryder System, Inc. 1995 Stock Incenfiian.
Registration StatemeNo. 33:-69628covering the Ryder System, Inc. Directors StockF

Registration Statement No. 333-108364 coveringRyer System, Inc. Board of Directors Stock Award
Plan.

Registration Statement No. 333-124828 coveringRyder System, Inc. 2005 Equity Compensation Plan
and the Ryder System, Inc. Stock Purchase PlaBrfgployees

Registration StatemeNo. 33:-134113covering the Ryder System, Inc. 401(k) Savings F

Is/ KPMG LLP

February 12, 2008
Miami, Florida
Certified Public Accountant






EXHIBIT 24.1
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each of thedensigned, being directors of Ryder System,
Inc., a Florida corporation, hereby constitutes apploints Robert D. Fatovic, Flora R. Perez and IdhMontanti,
and each of them, his or her true and lawful atg+#im-fact and agent, with full power of substitutiand
resubstitution, for the undersigned and in hisarfdame, place and stead, in any and all capaditiessgn the Ryde
System, Inc. Form 10-K (Annual Report pursuant $ecurities Exchange Act of 1934) for the fisesr ended
December 31, 2007 (the “Form 10-K”"), and any ah@m@lendments thereto, and to file the same, witexddibits
thereto and other documents in connection therewith the Securities and Exchange Commission aitid tive
New York Stock Exchange and any other stock exchamgwhich the Compa’s common stock is listed, granting
unto each said attorney-in-fact and agent full poavel authority to perform every act requisite apdessary to be
done in connection with the execution and filingled Form 10-K and any and all amendments theastéylly for
all intents and purposes as he or she might odadwlin person, hereby ratifying all that each sdfdrney-in-fact
and agent, or his or her substitute or substitmes, lawfully do or cause to be done by virtue ¢oér

This Power of Attorney may be signed in any nundfeounterparts, each of which shall constitut@aginal
and all of which, taken together, shall constitnte Power of Attorney.

IN WITNESS WHEREOF, each of the undersigned hasurgp set his or her hand effective the 8ay of
February, 2008.

/sl  DbHN M. BERRA

/s/ Davip |. FUENTE

John M. Berre

/sl L. RTRICK HASSEY

David I. Fuente

/s/ LynNN M. MARTIN

L. Patrick Hasse

/sl Luis P. NETO, R.

Lynn M. Martin

/s/ BUGENE A. RENNA

Luis P. Nieto, Jr

/sl ABBIE J. SWITH

Eugene A. Renn

/s/ E. BLLIN SMITH

Abbie J. Smitt

/s/ HanseL E. Tookes, Il

E. Follin Smith

/s/ QHRISTINE A. VARNEY

Hansel E. Tookes,

Christine A. Varney






EXHIBIT 31.1
CERTIFICATION

I, Gregory T. Swienton, certify that:

1. | have reviewed this annual report Form 1(-K of Ryder System, Inc

2. Based on my knowledge, this report does not comajnuntrue statement of a material fact or omit to
state a material fact necessary to make the statesmmade, in light of the circumstances under which
such statements were made, not misleading witteot$p the period covered by this rep:

3. Based on my knowledge, the financial statement$ atimer financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andhcisws
of the registrant as of, and for, the periods pregkin this repori

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclos
controls and procedures (as defined in ExchangdRAitets 13a-15(e) and 15d-15(e)) and internal
control over financial reporting (as defined in Baoge Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and havi

a)

b)

d)

designed such disclosure controls and proceduresiused such disclosure controls and
procedures to be designed under our supervisia@ngare that material information relating to
the registrant, including its consolidated subsidi is made known to us by others within those
entities, particularly during the period in whidtig report is being prepare

designed such internal control over financial réipgr or caused such internal control over
financial reporting to be designed under our suip@&m, to provide reasonable assurance
regarding the reliability of financial reportingdthe preparation of financial statements for
external purposes in accordance with generally@edeaccounting principle

evaluated the effectiveness of the registsadisclosure controls and procedures and presér
this report our conclusions about the effectiveredédhe disclosure controls and procedures, as
of the end of the period covered by this reporedasn such evaluation; a

disclosed in this report any change in the registsainternal control over financial reporting t!
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materiftbgt@d, or is reasonably likely to materially
affect, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leagisclosed, based on our most recent evaluation of
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registran’s board of directors (or persons performing thevedent functions)

a)

b)

all significant deficiencies and material weaknedsehe design or operation of internal control
over financial reporting which are reasonably §k& adversely affect the registrant’s ability to
record, process, summarize and report financiakrinétion; anc

any fraud, whether or not material, that involvesnagement or other employees who have a
significant role in the registre’s internal control over financial reportir

Date: February 12, 20(

/s/ GREGORYT. SWIENTON

Gregory T. Swienton
Chairman of the Board and Chief Executive Offi







EXHIBIT 31.2
CERTIFICATION

I, Robert E. Sanchez, certify that:

1. | have reviewed this annual report Form 1(-K of Ryder System, Inc

2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate
a material fact necessary to make the statemerde,nralight of the circumstances under which such
statements were made, not misleading with respebietperiod covered by this repc

3. Based on my knowledge, the financial statements$ adimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash flofvthe
registrant as of, and for, the periods presentehigreport;

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in Exchangdritds 13a-15(e) and 15d-15(e)) and internal cbntro
over financial reporting (as defined in Exchangé Rales 13a-15(f) and 15d-15(f)) for the registrand

have:

a)

b)

c)

d)

designed such disclosure controls and proceduresused such disclosure controls and procedul
be designed under our supervision, to ensure thtgnal information relating to the registrant,
including its consolidated subsidiaries, is madeviamto us by others within those entities, partciyl
during the period in which this report is beinggaeed;

designed such internal control over financial réipgr or caused such internal control over finahcia
reporting to be designed under our supervisiopytwide reasonable assurance regarding the
reliability of financial reporting and the prepaoat of financial statements for external purpoges i
accordance with generally accepted accounting iples;

evaluated the effectiveness of the registrant'slossire controls and procedures and presentedsin th
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of the en
of the period covered by this report based on swatuation; ant

disclosed in this report any change in the regi$santernal control over financial reporting that
occurred during the registrant’s most recent fisgerter (the registrant’s fourth fiscal quartettia
case of an annual report) that has materially sfte®r is reasonably likely to materially affeitte
registran’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard
of directors (or persons performing the equivafanttions):

a)

b)

all significant deficiencies and material weaknessehe design or operation of internal contradrov
financial reporting which are reasonably likelyaidversely affect the registrant’s ability to regord
process, summarize and report financial informatod

any fraud, whether or not material, that involvesnagement or other employees who have a
significant role in the registre’s internal control over financial reportir

Date: February 12, 20(

/s/ FOBERTE. SA\NCHEZ

Robert E. Sanchez
Executive Vice President and Chief Financial Offi







EXHIBIT 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Ryder Sygsténc. (the “Company”) on Form 10-K for the yeaded
December 31, 2007, as filed with the SecuritiesExchange Commission on the date hereof (the “R8por
Gregory T. Swienton, Chief Executive Officer of tBempany, and Robert E. Sanchez, Chief Financitit@fof
the Company, certify, pursuant to 18 U.S.C. Secti®®0, as adopted pursuant to Section 906 of tHeaSas-Oxley
Act of 2002, that:

(1) The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchange
Act of 1934; anc

(2) The information contained in the Report fairly gmets, in all material respects, the financial
condition and results of operations of the Comp.

/sl GREGORYT. SWIENTON

Gregory T. Swienton
Chairman of the Board and Chief Executive Officer
February 12, 2008

/s FROBERTE. SANCHEZ

Robert E. Sanchez
Executive Vice President and Chief Financial Office
February 12, 200




