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Looking Forward. »

Dear shareholders, customers, partners, and employees: The realities of
the global economic downturn over the past few years have caused business
volumes in all industries to decline from the levels experienced in recent years.
Since standard year-over-year comparisons tell only part of the story of how
we're performing at Ryder, 1 want to take this opportunity to provide context
on the performance of our business, share some thoughts about what we
expect for the future, and discuss what we're doing to maximize our performance
now and as the economy improves.

Though Ryder's 2009 revenue and earnings were down substantially from
2008, we still maintained considerable profitability. We have faced a series of
challenging external industry, market, and economic conditions since the start of

the new millennium. Our ability to consistently deliver positive annual earnings

We have faced a series of challenging external industry,
market, and economic conditions since the start of the new
millennium. Our ability to consistently deliver positive
annual earnings over that period, points to the long-term
viability of our business model and core offerings.

over that period, points to the long-term viability of our business model and
core offerings. For nearly eight decades, customers in almost every industry
have relied on Ryder and the deep expertise of our people to understand the
inner workings of their business and work side-by-side to help them operate
more efficiently through all kinds of conditions.

This most recent downturn and related freight recession tested Ryder
unlike any previous economic decline since our founding. Our largely contractual
business model remained resilient as the freight recession, which began in
late 2006, continued to intensify through 2007 and into 2008. In our transactional
businesses, including commercial rental and used vehicle sales, we made timely

adjustments to help counteract the impact of the downturn. However, the




Free Cash Flow History (i miions)

financial meltdown in 2008 severely impacted all businesses and consumer
spending across the board. By the fourth quarter of 2008, the full impact of these
conditions began to extend to other areas of Ryder's business. In our Fleet
Management Solutions (FMS) business, commercial
rental volume continued to decline, miles per lease

vehicle decreased, and lease customers were downsizing

1990s: Negative free cash flow of $1.2 billion

their fleets at the end of their terms. In Supply Chain

Solutions (SCS), auto production fell and customer

B9 i volumes were decreasing. This led to a decline in
180 | 9122 j

i ' 518 our revenue and earnings in late 2008, which carried
- 198 51,1‘31 51590 42 g § over into all of 2009.
] $630 $508

90 91 92 93 94 95 96 97 98 99 Rising to the Challenge in 2009

The hard work we've invested and the strategic

2000s: Positive free cash flow of $1.6 hillion

changes we've made to our business model over the

5614 past several years made a clear difference in the way
3 $ $ I i
S 367 5357 $289 380 301 | - our team has been able to compete for business and
s i I I I l : make progress toward our long-term goals, while
- - navigating through these tough conditions.
12 208 ] gating throug g
1 $439 E Nothing was more important to businesses in
00 Ol 02 03 04 05 06 07 08 09 2009 than cash flow, solid investment grade credit
Non-GAAP financial measure; refer to Financial Highlights ratings, and a healthy balance sheet. Ryder remained

Changes made to

our business model
enabled a $2.8 billion
positive turnaround

in free cash flow
generation in the 2000s

strong in all three of these critical areas. In a year
when having cash was extremely important, we generated record free cash
flow of $614 million to help Ryder remain financially strong. The free cash
flow we've generated represents a significant increase from the levels our
business produced just a decade ago. Thanks to a number of business model
improvements, including more timely and effective asset management
processes, we concluded the decade of the 2000s with cumulative positive free
cash flow of $1.6 billion. That amounts to a $2.8 billion positive turnaround from
a negative $1.2 billion of free cash flow for the decade of the 1990s. The financial
stability we've demonstrated through these conditions also reassured our
bank partners and rating agencies, and enabled us to extend and further

solidify those relationships. We executed a new $875 million, three-year
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committed revolving line of credit as

Dividend History (annualized per share) . an added measure of stability. Our solid
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financial position in 2009 also enabled
us to reward shareholders with Ryder's
fifth dividend increase in the past five
years. We closed the year with the 134th
consecutive quarterly dividend payment,
marking more than 33 years of consistent

dividend distributions. These were truly

i

89-04
Unchanged

Dividend unchanged at $0.15 per quarter from

1Q/05 1Q/06

10;07' 1Q}08 30/09 significant achievements within the

challenging financial market and

economic environment of 2009.

1989 through 2004 We also made difficult but necessary

Five increases in quarterly dividend enacted
starting in 2005

operational and strategic decisions to

remain competitive. This involved some

required reductions in our workforce
early in the year. We discontinued SCS operations in Europe and South America,
which weren't expected to deliver adequate returns within a reasonable time
horizon. In the Americas, this enabled us to redirect and intensify our focus on
advancing our strong position in the U.S., Canada, and Mexico. For Asia, we are
strengthening Trans-Pacific consolidation and deconsolidation linkages to support
more diverse industries. And in Europe, we have retained our most proven and best
positioned European operations, consisting of fleet management and dedicated
contract carriage offerings in the UK. and Germany. '

During 2009, we continued to make investments to enhance our workplace
tools and drive long-term competitiveness. In FMS, we funded new technology
to unlock our employees’ potential, productivity, and efficiency. This is part of our
overall effort to reduce manual processes and improve operating efficiency, so our
people in all positions can maximize time spent using their true expertise. We
are also investing to support SCS and Dedicated Contract Carriage (DCC), with
a new supply chain operating system to drive further efficiencies, increase billing
and reporting accuracy, and improve integration of customer support functions.
These are just some examples of the investments in technology that will improve
both the quality of our team'’s workplace experience and provide increased service

quality to our customers.
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As you will note in the "Ryder Cares” section later in this
report, despite the many significant challenges we faced in
2009, Ryder employees not only maintained their focus
on our customers and our business objectives, they also
demonstrated tremendous character and generosity
through their volunteerism and charitable efforts in support

of their local communities and many worthy causes.

Slow Recovery Beginning in 2010

In 2010, the general economy should become more stable, but we do not
expect a rapid recovery. Current unemployment levels are around 10% in our
largest market, the UL.S., and this figure does not include many job seekers
who've given up looking for work. Therefore, real unemployment has been
reported to be nearly 17%. The general population remains concerned about
their jobs. Those who have jobs are not sure they can keep them, and many
have had no choice but to take jobs that pay less. So it's reasonable to expect
more cautious buying behaviors from a drop in disposable income, with less
spending, and more attempted savings. All of those factors ultimately translate
to a longer, protracted recovery in the type of freight and transport demand that
feeds our lines of business.

At some point, consumers will regain their confidence and spend at
higher levels again, and we'll see an increase in the goods they demand moving
on our trucks, through our warehouses and supply chain operations. Although
we believe this downturn may have reached bottom, throughout 2010 we will be
monitoring a number of key indicators in our business, including the following:

Miles Driven Per Leased Vehicle — As an early sign, we expect to see this
metric stabilize and then improve. This will give us a much stronger sense that
we are on the first steps toward a recovery.

Commercial Rental — We anticipate some increased demand from customers
requiring supplemental capacity. To help ensure that customer demand is met
with the best possible Ryder experience, we plan to invest in new vehicles to
refresh our commercial rental fleet.

Supply Chain and Dedicated Contract Carriage Volumes ~ We expect
some recovery of SCS volumes, especially in the automotive sector, as compared
with the performance from a year earlier. Beyond that, we will look for an
uptick in new business and volume improvements in SCS and DCC across a

wider range of industries.



Full Service Lease — By the second half of 2010, we expect to be selling
additional lease renewals, and toward the end of the year, customers may begin
expanding their lease fleets. This will be a welcome sign that the overall economy
and Ryder's business are on the way to a recovery.

Used Vehicle Sales — Although we sold a healthy number of vehicles during
the downturn of 2009, pricing was at lower levels reflecting weaker market
demand. Looking ahead, we anticipate continued solid volume levels, with
price improvement due to a moderately stronger economy and the introduction
of new engine technologies in 2010.

Unless there's an additional unforeseen shock to the general economic
environment, our overall plan is to manage through the cumulative negative
impact of FMS customer lease fleet downsizing from 2009, while improving
new sales and retention rates as the economy recovers. In 2009, we right-sized
both our commercial rental and used vehicle fleets, and we look to leverage
these timely adjustments to improve returns in 2010. In SCS, we will work to
improve returns through recovering auto volumes, new initiatives, and our 2009
strategic actions. Across all areas of the business, we will remain focused on
increasing productivity and improving processes on a continuous basis, as core

disciplines that we bring to our work each day.

Longer-term, Ryder is increasingly well positioned to benefit from major trends

currently driving and shaping future demand in our industry. These include:

Overall trends toward outsourcing of non-core functions;
Increasing complexity of vehicle technology and maintenance requirements;
New regulatory and emissions standards;

Tighter capital availability;

v v v v v

Continuous need of manufacturers to optimize their global sourcing
and supply chain networks; and
» Expanding customer demand for timely, technology-driven

information tools related to their transportation networks.

These trends create an environment for meaningful growth in our business,
and opportunities for employees to grow in their careers and share in the
rewards of Ryder's success over time. These factors also point to an increasingly
specialized and complex environment, which can drive strong demand for the
type of knowledge, technology, and intense focus that Ryder brings to its

customer relationships.
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Well-Balanced & Prepared for Growth

Our 2010 business plan is appropriately balanced. We are not going
to sacrifice what's in the best long-term interest of Ryder and its shareholders to
gain short-term improvement for just a couple of quarters. We will continue to
invest for the long-term in employee development, capital equipment,
technology, and opportunistic acquisitions of well-run companies that leverage
our infrastructure (as in FMS), or complement our solutions portfolio (as in
SCS and DCQ). In the big picture, we want to rightly serve all of our
constituencies. We aim to provide industry-leading quality service to our
customers, deliver sound returns to our owners, and continue to develop and
appropriately reward the best team of employees in our industry.

We're continuing to take steps to keep building on our people advantage,
because people truly make the difference in our business. We recently launched
a new Company-wide approach for evaluating, hiring, developing, and promoting
our employees, using a set of newly formalized Ryder Leadership Competencies.
We fully expect Ryder to emerge from this downturn stronger, and when we
do, we want to continue to have the best people providing industry-leading
service and solutions for our customers.

We're focused on delivering positive results through another challenging year
in 2010. It may take a few years to equal and exceed the strong performances we

had in 2007 and 2008, and to regain the profitable growth that

we are capable of delivering. However, we're confident that
we can make real progress in 2010, be in a strong position
to deliver solid results now, and accelerate progress toward
our long-term goals as conditions improve.

[ want to express sincere appreciation to our employees,
customers, partners, and shareholders for continuing to place
your trust in Ryder. We value the quality of our
relationships with each of you and we look
forward to celebrating many successes as we

move forward together into the future.

S

Greg Swienton,
Chairman and

Chief Executive Officer
Ryder System, Inc.
March 2010



Financial Highlights

Ryder System, Inc. December 31, 2009

Dollars in mitlions 2003 2008 Change
Operating Overview:

Revenue $ 4,887 $ 5,999 -19%
Operating revenue® $ 4,083 $ 4,590 -11%
Earnings from continuing operations

before income taxes $ 144 $ 409 -65%
Comparable earnings

from continuing operations

before income taxest® $ 157 432 -64%
Earnings from continuing operations $ 20 258 -65%
Comparable earnings

from continuing operations (v $ 95 $ 267 -65%
Net earnings $ 62 $ 200 69%
Dollars in millions

Financial Data:

Total assets $ 6,260 $ 6,690 -6%
Total debt $ 2,498 $2,863 -13%
Shareholders’ equity $ 1,427 $1,345 6%
Return on average

shareholders’ equity 4.4% 11.2% -6.8pts
Adjusted return on average capital®@  4.1% 7.3% -3.2pts
Debt to equity 175% 213% -38pts
Free cash flow ® $ 614 $ 341 80%
Capital expenditures paid $ 652 $1,230 A7%
Per Common Share Data:

Earnings from continuing operations

- Diluted $ 1.62 $ 4.51 -64%
Comparable earnings from

continuing operations —Diluted® $ 1.70 $ 4.68 -64%
Net earnings — Diluted $ 111 $ 3.50 -68%
Book value $26.74 $24.17 11%
Cash dividends $ 0.96 $ 0.92 4%
Other Data:

Common shareholders of record 9,507 9,713 2%
Common shares outstanding 53,449,721 55,658,059 -4%
Number of vehicles managed® 186,800 198,900 -6%
Number of employees 22,900 28,000 -18%

in mitlions
05 5,599
06 6,136
07 $6,363
08 $5,999
09 $4,887
Revenue

in millions

Earnings from continuing operations

Dotted bars represent comparable earnings
from continuing operations @

Per Share s
Q5 pesteocsseresassasssssnciaonsssosssctrcnoe 3'41

$3.53

06 pettecseesrasssosssssssirssasaonses $3.94

$3.99

Q7 00080022009 0022002080 8003880008000 34.13

$4.19

eslroscnes 34,68
$4.51

08 AR AR AR AN LAAAAR LR LAN R Y

$
09 prersrssensshessaeses | SL70

Earnings per diluted common share
from continuing operations

Dotted bars represent comparable earnings per diluted
common share from continuing operations ()

* Represents a non-GAAP financial measure — for details of this measure and a reconciliation to the GAAP measure, please refer to “Overview”, “Financial
Resources and Liquidity” and “Non-GAAP Financial Measures” discussion presented in Management's Discussion and Analysis of Financial Condition and
Results of Operations contained in this Annual Report.

% Includes our global fleet of owned and leased vehicles, as well as vehicles under contract maintenance agreements.



Dollars in millions

Free Cash Flow Reconciliation: 1990s

1990 | 1991 | 1992 | 1993 | 1994 | 1995 | 1996 | 1997 | 1998 | 1999

Cash provided by operating activities $ 855 647 847 771 831 720 494 569 890 270
Less: changes in balance of trade receivables sold (220) - (115) - - (30) - - (125) 125'
Collections on direct finance leases 29 31 32 38 45 48 53 63 63 78
Proceeds from sales (primarily revenue earning equip.) 249 208 220 225 265 337 345 339 322 402
Proceeds from sale and leaseback of assets 70 114 200 - 400 300 150 - 239 300
Other investing, net 9 (10) 8 6 (4) (7) (21) (24) (38) (39)

Total cash generated 991 990 | 1,192 | 1,040 | 1,538 | 1,368 | 1,021 947 | 1,351 | 1,136
Capital expenditures paid (811)| (598)| (1,070)| (1,237)| (1,769)| (2,049)| (1,210)| (990)| (1,333)| (1,734)

Free cash flow @@ $ 180 392 122 (198)| (231)| (680)| (190) (42) 18 (598)
Dollars in millions
Free Cash Flow Reconciliation: 2000s

2000 | 2001 | 2002 | 2003 | 2004 | 2005®| 2006 | 2007 | 2008 | 2009

Cash provided by operating activities $1,016 365 617 803 867 776 852 | 1,097 | 1,248 985
Less: changes in balance of trade receivables sold (270) 235 110 - - - - - - -
Collections on direct finance leases 67 66 66 61 64 70 65 62 861 65
Proceeds from sales (primarily revenue earning equip.) 230 173 152 210 331 334 333 374 262 216
Proceeds from sale and leaseback of assets - - - 13 118 - - 150 - -
Other investing, net 4 (4) 4 4 1 - 2 1 - -

Total cash generated 1,047 835 949 | 1,091 | 1,381 | 1,480 | 1,252 | 1,684 | 1,571 | 1,266
Capital expenditures paid (1,289)| (704)| (582)| (734)] (1,092)| (1,388)| (1,691)| (1,304)| (1,230)| (652)

Free cash flow @@ $ (242)} 131 367 357 289 (208)| (439)| 380 341 614

1 our measure of free cash flow excludes acquisitions, changes in restricted cash and proceeds from dispositions of businesses.

2 periods prior to 1995 have not been adjusted for the sales of Ryder Public Transportation Services and Automotive Carrier Services, Periods prior
to 2005 have not been adjusted for the SCS South America and Europe discontinued operations.

3 Includes $176 million in payments to the Internal Revenue Service in 2005 related to full resolution of 1998 - 2000 tax period matters.



Ryder is a
member of

the American
Red Cross
Annual
Disaster Giving
Program

Ryder Cares

At Ryder, corporate responsibility, industry leadership, and community
involvement are ideals that are put into practice every day by the way that we
approach our business and deliver solutions for our customers. Our deep expertise,
multi-billion dollar investments in equipment and technology, and industry-leading
processes and procedures have been developed and refined for nearly 80 years.
This commitment to the highest standards of safety, efficiency, environmental
awareness, and ethical business practices,
enables Ryder to help customers optimize
performance while protecting them
against potentially harmful impacts and
real-world costs associated with trans-
portation and logistics operations.

In 2009, we continued to work
closely with original equipment manu-
facturers to test and evaluate the per-
formance and reliability of various
engines and technologies designed to
reduce emissions for use in our fleet,
and those that we lease and operate for customers. We continue to ensure that
our customers have access to the most energy-efficient vehicles, including our
specially configured RydeGreens™ tractors, trailers, and hybrid trucks, designed to
reduce fuel consumption and greenhouse gas emissions. In recognition of our
efforts and investments, Ryder was named an Inbound Logistics Magazine Green
Supply Chain Partner, one of 25 companies that have demonstrated a deep
commitment to supply chain sustainability. Beyond our fleet improvements, we also
expanded the tracking of utility use and greenhouse gas emissions to all Ryder-
operated facilities in the U.S. and Canada. Ryder also
continued its voluntary participation in the Carbon
Disclosure Project.

Because safety is a core value at Ryder, we con-
tinued to research and deploy the latest technologies
to improve driver safety, including new onboard

driver feedback and lane departure warning systems,

Our specially
configured
RydeGreensm
tractors, trailers,
and hybrid trucks,
are designed o
reduce fuel
consumption

and greenhouse
gas emissions



and forward-sensing technologies aimed at reducing
driver error and collisions. In the area of security,
Ryder continues to enhance security programs and
technologies supporting our vehicle fleets. In 2009,
we completed Ryder's certification as a Third Party
Logistics Provider in the Customs-Trade Partnership
Against Terrorism (C-TPAT) for all logistics operations
in the U.S., Canada, and Mexico. We were also
honored with a #1 ranking for our industry in Security
Magazine's annual Security 500 list.

Ryder has demonstrated a long-standing com-
mitrment to supporting the communities in which
our customers operate and where our employees
live ‘and work. The Company continues to make

Whether on their well-targeted charitable contributions to non-profit organizations through the
own time or as

part of a company
initiative, Ryder a philanthropic partner of the American Red Cross, providing financial support
employees give

back in their local
communities events, and supporting disaster relief efforts. In June of 2009, Ryder formalized

Ryder Charitable Foundation. For example, since the early 1990s Ryder has been
as well as supplying in-kind donations of trucks, sponsoring local Red Cross

and expanded our nationwide partnership with the Red Cross. The Ryder
Charitable Foundation announced that it is committing $1 million over the next
three years to support national and local disaster preparedness and response efforts,
establishing Ryder as a member of the American Red Cross Annual Disaster Giving
Program. The partnership also entails bringing the unique talents and capabilities
of Ryder and its employees to assist the Red Cross in achieving their mission
by providing vehicles, logistics consulting, volunteers, and other resources.
And finally, we are extremely proud of
the remarkable involvements and contributions
of our employees. Whether volunteering their
time to help at-risk youth in their Jocal com:
munity, committing their personal resources to
assist with disaster relief, serving their country
in the military, ‘or giving back in many other
meaningful ways — our employees truly embody
the spirit of Ryder Cares. M : .
Ryder partnered with Walmart, to

Mexico, Arizona, and California

help deliver holiday wreaths to five
national cemeteries located in New
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PART 1
ITEM 1. BUSINESS

OVERVIEW

Ryder System, Inc. (Ryder), a Florida corporation founded in 1933, is a global leader in transportation
and supply chain management solutions. Our business is divided into three business segments: Fleet
Management Solutions (FMS), which provides full service leasing, contract maintenance, contract-related
maintenance and commercial rental of trucks, tractors and trailers to customers principally in the U.S., Canada
and the U.K.; Supply Chain Solutions (SCS), which provides comprehensive supply chain solutions includirg
distribution and transportation services throughout North America and Asia; and Dedicated Contract Carriage
(DCC), which provides vehicles and drivers as part of a dedicated transportation solution in the U.S. Our - -
customers range from small businesses to large international enterprises. These customers operate in a wide
variety of industries, the most significant of which include automotive, electronics, transportation, grocery,
lumber and wood products, food service, and home furnishings. '

At the end of 2008, we announced strategic initiatives to inciease our competitiveness and drive long-term
profitable growth. As part of these initiatives, during 2009 we discontinued SCS operations in Brazil, Argentina,
and Chile, and transitioned out of SCS customer contracts in Europe in order to focus the organization and
resources on the industries, accounts, and geographical regions that present the greatest opportunities for
competitive advantage and long-term sustainable profitable growth. These changes will allow us to focus on
enhancing the competitiveness and growth of our service offerings in the U.S., Canada, Mexico, the U.K. and
Asia markets. All prior period information presented in this Form 10-K has been restated to separately present .
discontinued operations.

For financial information and other information relating to each of our business segments see Item 7,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and Item 8,
“Financial Statements and Supplementary Data,” of this report.

INDUSTRY AND OPERATIONS

Fleet Management Solutions

Value Proposition

Through our FMS business, we provide our customers with flexible fleet solutions that are designed to
improve their competitive position by allowing them to focus on their core business, lower their costs and
redirect their capital to other parts of their business. Our FMS product offering is comprised primarily of
contractual-based full service leasing and contract maintenance services. We also offer transactional fleet
solutions including commercial truck rental, maintenance services, and value-added fleet support services such
as insurance, vehicle administration and fuel services. In addition, we provide our customers with access to a
large selection of used trucks, tractors and trailers through our used vehicle sales program.

Market Trends

Over the last several years, many key trends have been reshaping the transportation industry, particularly
the $61 billion U.S. private commercial fleet market and the $23 billion U.S. commercial fleet lease and rental
market. The maintenance and operation of commercial vehicles has become more complicated requiring
companies to spend a significant amount of time and money to keep up with new technology, diagnostics,
retooling and training. Because of increased demand for efficiency and reliability, companies that own and
manage their own fleet of vehicles have put greater emphasis on the quality of their preventive maintenance
and safety programs. More recently, fluctuating energy prices have made it difficult for businesses to predict
and manage fleet costs and the tightened credit market has limited businesses’ access to capital.

1 |



Operations

For the year ended December 31, 2009, our global FMS business accounted for 67% of our consolidated
revente.

U.S. Our FMS customers in the U.S. range from small businesses to large national enterprises. These
customers operate in a wide variety of industries, including transportation, grocery, lumber and wood products,
food service and home furnishings. At December 31, 2009, we had 568 operating locations in 49 states and
Puerto Rico and operated 212 maintenance facilities on-site at customer properties. A location typically
consists of a maintenance facility or “shop,” offices for sales and other personnel, and in many cases, a
commercial rental counter, and in 2009 excludes ancillary storage locations. Our maintenance facilities
typically include a service island for fueling, safety inspections and preliminary maintenance checks as well as
a shop for preventive maintenance and repairs.

Canada. 'We have been operating in Canada for over 50 years. The Canadian private commercial fleet
market is estimated to be $8 billion and the Canadian commercial fleet lease and rental market is estimated to
be $2 billion. At December 31, 2009, we had 38 operating locations throughout 9 Canadian provinces. We
also have 6 on-site maintenance facilities in Canada.

Europe. 'We began operating in the UK. in 1971 and since then have expanded into Germany by
leveraging our operations in the U.S. and the U.K. The U.K. commercial fleet lease and rental market is
estimated to be $6 billion. At December 31, 2009, we had 32 operating locations throughout the U.K. and
Germany, and operated 14 on-site maintenance facilities. We also manage a network of 341 independent
maintenance facilities in the U.K. to serve our customers where it is more effective than providing the service
at a Ryder location. In addition to our typical FMS operations, we also supply and manage vehicles,
equipment and personnel for military organizations in the U.K. and Germany.

FMS Product Offerings

Full Service Leasing. Under a typical full service lease, we provide vehicle maintenance, supplies and
related equipment necessary for operation of the vehicles while our customers furnish and supervise their own
drivers and dispatch and exercise control over the vehicles. Our full service lease includes all the maintenance
services that are part of our contract maintenance service offering. We target leasing customers that would
benefit from outsourcing their fleet management function or upgrading their fleet without having to dedicate a
significant amount of their own capital. We will assess a customer’s situation, and after considering the size of
the customer, residual risk and other factors, will tailor a leasing program that best suits the customer’s needs.
Once we have agreed on a leasing program, we acquire vehicles and components that are custom engineered
to the customer’s requirements and lease the vehicles to the customer for periods generally ranging from three
to seven years for trucks and tractors and up to ten years for trailers. Because we purchase a large number of
vehicles from a limited number of manufacturers, we are able to leverage our buying power for the benefit of
our customers. In addition, given our continued focus on improving the efficiency and effectiveness of our
maintenance services, we can provide our customers with a cost effective alternative to maintaining their own
fleet of vehicles. We also offer our leasing customers the additional fleet support services described below.

Contract Maintenance. Our contract maintenance customers include non-Ryder owned vehicles related
to our full service lease customers as well as other customers that want to utilize our extensive network of
maintenance facilities and trained technicians to maintain the vehicles they own or lease from third parties.
The contract maintenance service offering is designed to reduce vehicle downtime through preventive
maintenance based on vehicle type and time or mileage intervals. The service also provides vehicle repairs
including parts and labor, 24-hour emergency roadside service and replacement vehicles for vehicles that are
temporarily out of service. Vehicles covered under this offering are typically serviced at our own facilities.
However, based on the size and complexity of a customer’s fleet, we may operate an on-site maintenance
facility at the customer’s location.

Commercial Rental. We target rental customers that have a need to supplement their private fleet of
vehicles on a short-term basis (typically from less than one month up to one year in length) either because of
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seasonal increases in their business or discrete projects that require additional transportation resources. Our
commercial rental fleet also provides additional vehicles to our full service lease customers to handle their
peak or seasonal business needs. In addition to one-off commercial rental transactions, we seek to build
national relationships with large national customers to become their preferred source of commercial vehicle
rentals. Our rental representatives assist in selecting a vehicle that satisfies the customer’s needs and supervise
the rental process, which includes execution of a rental agreement and a vehicle inspection. In addition to
vehicle rental, we extend to our rental customers liability insurance coverage under our existing policies and
the benefits of our comprehensive fuel services program.

The following table provides information regarding the number of vehicles and customers by FMS
product offering at December 31, 2009:

U.S. Foreign Total
Vehicles Customers Vehicles Customers Vehicles Customers
Full service leasing . ................. 96,000 12,000 19,100 2,400 115,100 14,400
Contract maintenance'” . .. ............ 29,800 1,400 4,600 200 34,400 1,600
Commercial rental . . ................. 22,700 7,900 4,700 3,800 27,400 11,700

(1) Contract maintenance customers includes approximately 800 full service lease customers.

Contract-Related Maintenance. Our full service lease and contract maintenance customers periodicaily
require additional maintenance services that are not included in their contracts. For example, additional
maintenance services may arise when a customer’s driver damages the vehicle and these services are
performed or managed by Ryder. Some customers also periodically require maintenance work on vehicles that
are not covered by a long-term lease or maintenance contract. Ryder may provide service on these vehicles
and charge the customer on an hourly basis for work performed. We obtain contract-related maintenance work
because of our contractual relationship with the customers; however, the service provided is in addition to that
included in their contractual agreements.

Fleet Support Services. 'We have developed a variety of fleet support services tailored to the needs of
our large base of lease customers. Customers may elect to include these services as part of their full service
lease or contract maintenance agreements. Currently, we offer the following fleet support services:

Service Description
Fuel ......... . ...t Full service diesel fuel dispensing at competitive prices; fuel planning;
: fuel tax reporting; centralized billing; and fuel cards
Insurance ................... Liability insurance coverage under our existing insurance policies

which includes monthly invoicing, flexible deductibles, claims
administration and discounts based on driver performance and vehicle
specifications; physical damage waivers; gap insurance; and fleet risk
assessment

Safety............ .. Establishing safety standards; providing safety training, driver
certification, prescreening and road tests; safety audits; instituting
procedures for transport of hazardous materials; coordinating drug and
alcohol testing; and loss prevention consulting

Administrative ............... Vehicle use and other tax reporting; permitting and licensing; and
regulatory compliance (including hours of service administration)

Environmental management. . . ... Storage tank monitoring; stormwater management; environmental
training; and ISO 14001 certification

Information technology . ........ RydeSmartTM is a full-featured GPS fleet location, tracking, and

vehicle performance management system designed to provide our
customers improved fleet operations and cost controls. FleetCARE is
our web-based tool that provides customers with 24/7 access to key
operational and maintenance management information about their
fleets.



Used Vehicles. 'We primarily sell our used vehicles at one of our 55 retail sales centers throughout
North America (11 of which are collocated at a FMS shop), at our branch locations or through our website at
www. Usedtrucks.Ryder.com. Typically, before we offer used vehicles for sale, our technicians assure that it is
Road Ready™, which means that the vehicle has passed a comprehensive, multi-point performance inspection
based on specifications formulated through our contract maintenance program. Our retail sales centers
throughout North America allow us to leverage our expertise and in turn realize higher sales proceeds than in
the wholesale market. Although we generally sell our used vehicles for prices in excess of book value, the
extent to which we are able to realize a gain on the sale of used vehicles is dependent upon various factors
including the general state of the used vehicle market, the age and condition of the vehicle at the time of its
disposal and depreciation rates with respect to the vehicle.

FMS Business Strategy

Our FMS business mission is to be the leading leasing and maintenance service provider for light,
medium and heavy duty vehicles. This will be achieved through the following goals and priorities:

* improve customer retention levels and focus on conversion of private fleets and commercial rental
customers to full service lease customers;

 successfully implement sales growth initiatives in our contractual product offerings;
* focus on contractual revenue growth strategies, including the evaluation of selective acquisitions;

¢ deliver consistent industry leading maintenance to our customers while continuing to implement
process designs, productivity improvements and compliance discipline in a cost effective manner;

* offer a wide range of support services that complement our leasing, rental and maintenance
businesses;

* offer competitive pricing through cost management initiatives and maintain pricing discipline on new
business;

* optimize asset utilization and management; and

* leverage infrastructure.

Combpetition

As an alternative to using our services, customers may choose to provide these services for themselves, or
may choose to obtain similar or alternative services from other third-party vendors.

Our FMS business segment competes with companies providing similar services on a national, regional
and local level. Many regional and local competitors provide services on a national level through their
participation in various cooperative programs. Competitive factors include price, equipment, maintenance,
service and geographic coverage. We compete with finance lessors and also with truck and trailer
manufacturers, and independent dealers, who provide full service lease products, finance leases, extended
warranty maintenance, rental and other transportation services. Value-added differentiation of the full service
leasing, contract maintenance, contract-related maintenance and commercial rental service has been, and will
continue to be, our emphasis.

Acquisitions

In addition to our continued focus on organic growth, acquisitions play an important role in enhancing
our growth strategy in the U.S., Canada and the U.K. In assessing potential acquisition targets, we look for
companies that would create value for the Company through the creation of operating synergies, leveraging
our existing facility infrastructure and fixed costs, improving our geographic coverage, diversifying our
customer base and improving our competitive position in target markets.
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On February 2, 2009, we acquired the assets of Edart Leasing LLC (“Edart™), which included Edart’s
fleet of approximately 1,600 vehicles and more than 340 contractual customers, complementing our FMS
market coverage in the Northeast. We also acquired approximately 525 vehicles for re-marketing, the majority
of which were sold by the end of 2009.

Supply Chain Solutions

Value Proposition

Through our SCS business, we offer a broad range of innovative logistics management services that are
designed to optimize a customer’s supply chain and address key customer business requirements. The term
“supply chain” refers to a strategically designed process that directs the movement of materials, funds and
related information from the acquisition of raw materials to the delivery of finished products to the end-user.
Our SCS product offerings are organized into three categories: distribution management, transportation
management and professional services. These offerings are supported by a variety of information technology
and engineering solutions which are an integral part of our other SCS services. These product offerings can be
offered independently or as an integrated solution to optimize supply chain effectiveness.

Market Trends

The global supply chain logistics market is $498 billion, of which the North America and Asia supply
chain logistics markets are $263 billion. Over the past few years, we have seen significant fluctuations in the
variables that impact supply chains. We have seen the price of fuel rise and fall, the cost of Asian labor
increase faster than anticipated, and capital become much harder to obtain. In addition, neither the
U.S. trucking market nor U.S. ports are facing the capacity constraints they were a few years ago.

Such fluctuations demonstrate how unpredictable the variables that impact supply chains have and will
continue to be. To handle this uncertainty, companies are looking for third-party logistics (3PL) providers who
can create and execute flexible networks. In order to achieve this, companies need 3PL providers WhQ are
strategic partners. By aligning into industry verticals, we can better create solutions for our customers that
meet the needs of their industries.

Operations

For the year ended December 31, 2009, our SCS business accounted for 23% of our consolidated
revenue.,

US. At December 31, 2009, we had 106 SCS customer accounts in the U.S., most of which are large
enterprises that maintain large, complex supply chains. These customers operate in a variety of industries
including automotive, electronics, high-tech, telecommunications, industrial, consumer goods, paper and paper
products, office equipment, food and beverage, and general retail industries. We continue to further diversify
our customer base by expanding into new industry verticals, including retail/consumer goods. Most of our core
SCS business operations in the U.S. revolve around our customers’ supply chains and are geographically
located to maximize efficiencies and reduce costs. At December 31, 2009, managed warehouse space totaled
approximately 13 million square feet for the U.S. and Puerto Rico. Along with those core customer specific
locations, we also concentrate certain logistics expertise in locations not associated with specific customer
sites. For example, our carrier procurement, contract management and freight bill audit and payment services
groups operate out of our carrier management center, and our transportation optimization and execution groups
operate out of our logistics center, both of which have locations in Novi, Michigan and Fort Worth, Texas.

Canada. At December 31, 2009, we had 45 SCS customer accounts and managed warehouse space
totaling approximately 1 million square feet. Given the proximity of this market to our U.S. and Mexico
operations, the Canadian operations are highly coordinated with their U.S. and Mexico counterparts, managing
cross-border transportation and freight movements. At the end of 2008, we acquired CRSA Logistics and
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Transpacific Container Terminals, which manages the end-to-end supply chain from Asia for the Canadian
Retail Shippers Association, further emphasizing our focus on the retail industry.

Mexico. We began operating in Mexico in the mid-1990s. At December 31, 2009, we operated and
maintained 700 vehicles in Mexico. At December 31, 2009, we had 98 SCS customer accounts and managed
warehouse space totaling approximately 700,000 square feet. Our Mexico operations offer a full range of SCS
services and manages approximately 2,000 border crossings each week between Mexico and the U.S. and
Canada, often highly integrated with our distribution and transportation operations.

Asia. We began operating in Asia in 2000. At December 31, 2009, we had 30 SCS customer accounts
and managed warehouse space totaling approximately 552,000 square feet. Asia is a key component to our
retail strategy. With the 2008 acquisition of CRSA Logistics and Transpacific Container Terminals, we were
able to gain significant presence in Asia. We now have a network of owned and agent offices throughout Asia,
with headquarters in Shanghai, China.

Our largest customer, General Motors Corporation (GM), is comprised of multiple contracts in
North America. In 2009, GM accounted for approximately 13% of SCS total revenue and 3% of consolidated
revenue. We derive approximately 42% of our SCS revenue from the automotive industry, mostly from
manufacturers and suppliers of original equipment parts.

SCS Product Offerings

Dedicated Contract Carriage. Although offered as a stand-alone service, dedicated contract carriage can
also be offered as part of an integrated supply chain solution to our customers. The DCC offering combines the
equipment, maintenance and administrative services of a full service lease with drivers and additional services to
provide a customer with a dedicated transportation solution that is designed to increase their competitive
position, improve risk management and integrate their transportation needs with their overall supply chain. Our
DCC solution offers a high degree of specialization to meet the needs of customers with sophisticated service
requirements such as tight delivery windows, high-value or time-sensitive freight, closed-loop distribution,
multi-stop shipments, specialized equipment or integrated transportation needs. For the year ended December 31,
2009, approximately 53% of our SCS revenue was related to dedicated contract carriage services.

Transportation Management. Our SCS business offers services relating to all aspects of a customer’s
transportation network. Our team of transportation specialists provides shipment planning and execution,
which includes shipment optimization, load scheduling and delivery confirmation through a series of
technological and web-based solutions. Our transportation consultants, including our freight brokerage
department, focus on carrier procurement of all modes of transportation with an emphasis on truck-based
transportation, rate negotiation and freight bill audit and payment services. In addition, our SCS business
provides customers as well as our FMS and DCC businesses with capacity management services that are
designed to meet backhaul opportunities and minimize excess miles. For the year ended December 31, 2009,
we purchased and (or) executed over $3 billion in freight moves on our customers behalf. For the year ended
December 31, 2009, transportation solutions accounted for 13% of our U.S. SCS revenue.

Distribution Management. Our SCS business offers a wide range of services relating to a customer’s
distribution operations from designing a customer’s distribution network to managing distribution facilities.
Services within the facilities generally include managing the flow of goods from the receiving function to the
shipping function, coordinating warehousing and transportation for inbound and outbound material flows,
handling import and export for international shipments, coordinating just-in-time replenishment of component
parts to manufacturing and final assembly and providing shipments to customer distribution centers or
end-customer delivery points. Additional value-added services such as light assembly of components into
defined units (kitting), packaging and refurbishment are also provided. For the year ended December 31, 2009,
distribution operations accounted for 29% of our U.S. SCS revenue.

Professional Services. Our SCS business offers a variety of knowledge-based services that support every
aspect of a customer’s supply chain. Our SCS professionals are available to evaluate a customer’s existing
supply chain to identify inefficiencies, as well as opportunities for integration and improvement. Once the
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assessment is complete, we work with the customer to develop a supply chain strategy that will create the
most value for the customer and their target clients. Once a customer has adopted a supply chain strategy, our
SCS logistics team, supported by functional experts, and representatives from our information technology, real
estate and finance groups work together to design a strategically focused supply chain solution. The solution
may include both a network design that sets forth the number, location and function of key components of the
network and a transportation solution that optimizes the mode or modes of transportation and route selection.
In addition to providing the distribution and transportation expertise necessary to implement the supply chain
solution, our SCS representatives can coordinate and manage all aspects of the customer’s supply chain
provider network to assure consistency, efficiency and flexibility. For the year ended December 31, 2009,
knowledge-based professional services accounted for 5% of our U.S. SCS revenue.

SCS Business Strategy

Our SCS business strategy is to offer our customers differentiated functional execution, and proactive
solutions from deep expertise in key industry verticals. The strategy revolves around the following interrelated
goals and priorities:

« Further diversifying our customer base through expansion with key industry verticals;
« Developing services specific to the needs of the retail and consumer packaged goods industry;

« Providing customers with a differentiated quality of service through reliable and flexible supply chain
solutions;

+ Creating a culture of innovation that fosters new solutions for our customers’ supply chain needs;
« Focusing on continuous improvement and standardization; and

 Training and developing employees to share best practices and improve talent.

Competition

In the SCS business segment we compete with a large number of companies providing similar services,
each of which has a different set of core competencies. There are a handful of large integrated companies we
compete with across all of our service offerings and industries; and other companies who we only compete
with on specific service offerings (transportation management or distribution management) or industries. We
face different competitors in each country of operation. Most of our competitors tend to have strength in one
country or region over others. Competitive factors include price, service, market knowledge, expertise in
logistics-related technology, and overall performance (e.g. timeliness, accuracy, and flexibility).

Dedicated Contract Carriage

Value Proposition

Through our DCC business segment, we combine the equipment, maintenance and administrative services
of a full service lease with drivers and additional services to provide a customer with a dedicated
transportation solution that is designed to increase their competitive position, improve risk management and
integrate their transportation needs with their overall supply chain. Such additional services include routing
and scheduling, fleet sizing, safety, regulatory compliance, risk management, technology and communication
systems support including on-board computers, and other technical support. These additional services allow us
to address, on behalf of our customers, high service levels, efficient routing and the labor issues associated
with maintaining a private fleet of vehicles, such as driver turnover, government regulation, including hours of
service regulations, DOT audits and workers’ compensation. Our DCC solution offers a high degree of
specialization to meet the needs of customers with sophisticated service requirements such as tight delivery
windows, high-value or time-sensitive freight, closed-loop distribution, multi-stop shipments, specialized
equipment or integrated transportation needs.



Market Trends

The U.S. dedicated contract carriage market is estimated to be $11 billion. This market is affected by
many of the trends that impact our FMS business, including the overcapacity in the current U.S. trucking
market. The administrative burden relating to regulations issued by the Department of Transportation (DOT)
regarding driver screening, training and testing, as well as record keeping and other costs associated with the
hours of service requirements, make our DCC product an attractive alternative to private fleet management. In
addition, market demand for just-in-time delivery creates a need for well-defined routing and scheduling plans
that are based on comprehensive asset utilization analysis and fleet rationalization studies.

Opefations/Product Offerings

For the year ended December 31, 2009, our DCC business accounted for 10% of our consolidated
revenue. At December 31, 2009, we had 162 DCC customer accounts in the U.S. Because it is highly
customized, our DCC product is particularly attractive to companies that operate in industries that have
time-sensitive deliveries or special handling requirements, as well as to companies who require specialized
equipment. Because DCC accounts typically operate in a limited geographic area, most of the drivers assigned
to these accounts are short-haul drivers, meaning they return home at the end of each work day. Although a
significant portion of our DCC operations are located at customer facilities, our DCC business utilizes and
benefits from our extensive network of FMS facilities.

In order to customize an appropriate DCC transportation solution for our customers, our DCC logistics
specialists perform a transportation analysis using advanced logistics planning and operating tools. Based on
this analysis, they formulate a logistics design that includes the routing and scheduling of vehicles, the
efficient use of vehicle capacity and overall asset utilization. The goal of the plan is to create a distribution
system that optimizes freight flow while meeting a customer’s service goals. A team of DCC transportation
specialists can then implement the plan by leveraging the resources, expertise and technological capabilities of
both our FMS and SCS businesses.

To the extent a distribution plan includes multiple modes of transportation (air, rail, sea and highway), -
our DCC team, in conjunction with our SCS transportation specialists, selects appropriate transportation modes
and carriers, places the freight, monitors carrier performance and audits billing. In addition, through our SCS
business, we can reduce costs and add value to a customer’s distribution system by aggregating orders into
loads, looking for shipment consolidation opportunities and organizing loads for vehicles that are returning
from their destination point back to their point of origin (backhaul).

DCC Business Strategy

Our DCC business strategy is to focus sales on customers who need specialized equipment, specialized
handling or integrated services. This strategy revolves around the following interrelated goals and priorities:

* Increase market share with customers in the energy and utility, metals and mining, retail, construction,
healthcare products, and food and beverage industries;

¢ Leverage the support and talent of the FMS sales team in the joint sales program;

* Align DCC business with other SCS product lines to create revenue opportunities and improve
operating efficiencies in both segments; and

* Improve competitiveness in the non-specialized and non-integrated customer segments.

Competition

Our DCC business segment competes with truckload carriers and other dedicated providers servicing on a
national, regional and local level. Competitive factors include price, equipment, maintenance, service and
geographic coverage and driver and operations expertise. We are able to differentiate the DCC product
offering by leveraging FMS and integrating the DCC services with those of SCS to create a more
comprehensive transportation solution for our customers.
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ADMINISTRATION

We have consolidated most of our financial administrative functions for the U.S. and Canada, including credit,
billing and collections, into our Shared Services Center operations, a centralized processing center located in
Alpharetta, Georgia. Our Shared Services Center also manages contracted third parties providing administrative
finance and support services outside of the U.S. in order to reduce ongoing operating expenses and maximize our
technology resources. This centralization results in more efficient and consistent centralized processing of selected
administrative operations. Certain administrative functions are also performed at the Shared Services Center for our
customers. The Shared Services Center’s main objectives are to reduce ongoing annual administrative costs,
enhance customer service through process standardization, create an organizational structure that will improve
market flexibility and allow future reengineering efforts to be more easily attained at lower implementation costs.

REGULATION

Our business is subject to regulation by various federal, state and foreign governmental entities. The
Department of Transportation and various federal and state agencies exercise broad powers over certain
aspects of our business, generally governing such activities as authorization to engage in motor carrier
operations, safety and financial reporting. We are also subject to a variety of requirements of national, state,
provincial and local governments, including the U.S. Environmental Protection Agency and the Occupational
Safety and Health Administration, that regulate safety, the management of hazardous materials, water
discharges and air emissions, solid waste disposal and the release and cleanup of regulated substances. We
may also be subject to licensing and other requirements imposed by the U.S. Department of Homeland
Security and U.S. Customs Service as a result of increased focus on homeland security and our Customs-Trade
Partnership Against Terrorism certification. We may also become subject to new or more restrictive regulations
imposed by these agencies, or other authorities relating to carbon controls and reporting, engine exhaust
emissions, drivers’ hours of service, security and ergonomics.

The Environmental Protection Agency has issued regulations that require progressive reductions in
exhaust emissions from certain diesel engines from 2007 through 2010. Emissions standards require reductions
in the sulfur content of diesel fuel since June 2006. Also, the first phase of progressively stringent emissions
standards relating to emissions after-treatment devices was introduced on newly-manufactured engines and
vehicles utilizing engines built after January 1, 2007. The second phase, which required an additional after
treatment system, became effective January 1, 2010.

ENVIRONMENTAL

We have always been committed to sound environmental practices that reduce risk and build value for us and
our customers. We have a history of adopting “green” designs and processes because they are efficient, cost
effective transportation solutions that improve our bottom line and bring value to our customers. We adopted our
first worldwide Environmental Policy mission in 1991 and have updated it periodically as regulatory and customer
needs have changed. Our environmental policy reflects our commitment to supporting the goals of sustainable
development, environmental protection and pollution prevention in our business. We have adopted pro-active
environmental strategies that have advanced business growth and continued to improve our performance in ways
that reduce emission outputs and environmental impact. Our environmental team works with our staff and
operating employees to develop and administer programs in support of our environmental policy and to help ensure
that environmental considerations are integrated into all business processes and decisions.

In establishing appropriate environmental objectives and targets for our wide range of business activities
around the world, we focus on (i) the needs of our customers; (ii) the communities in which we provide
services; and (iii) relevant laws and regulations. We regularly review and update our environmental
management procedures, and information regarding our environmental activities is routinely disseminated
throughout Ryder. We published our first Corporate Responsibility Report (CSR) in 2008 which details our
sustainable business practices and environmental strategies to improve energy use, fuel costs and reduce
overall carbon emissions. Currently there is no global carbon disclosure requirement for reporting emissions.
However, for the past two years, we have participated in the Carbon Disclosure Project (CDP), voluntarily
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disclosing direct and indirect emissions resulting from our operations. Both of these reports are publicly
available on Ryder’s Green Center at http://www.Ryder.com/greencenter. The Green Center provides all
stakeholders information on our key environmental programs and initiatives.

SAFETY

Our safety culture is founded upon a core commitment to the safety, health and well-being of our
employees, customers, and the community, a commitment that made us an industry leader in safety throughout
our history.

Safety is an integral part of our business strategy because preventing injury improves employee quality of
life, eliminates service disruptions to our customers, increases efficiency and customer satisfaction. As a core
value, our focus on safety is a daily regimen, reinforced by many safety programs and continuous operational
improvement and supported by a talented and dedicated safety organization.

Training is a critical component of our safety program. Monthly safety training topics delivered by
location safety committees cover specific and relevant safety topics and managers receive annual safety
leadership training. Regular safety behavioral observations are conducted by managers throughout the
organization everyday and remedial training takes place on-the-spot and at every location with a reported
injury. We also deliver a comprehensive suite of highly interactive training lessons through Ryder Pro-TREAD
to each driver individually over the internet.

Our safety policies require that all managers, supervisors and employees incorporate processes in all
aspects of our business. Monthly safety scorecards are tracked and reviewed by management for progress
toward key safety objectives. Our proprietary web-based safety tracking system, RyderStar, delivers proactive
safety programs tailored to every location and helps measure safety activity effectiveness.

EMPLOYEES

At December 31, 2009, we had approximately 22,900 full-time employees worldwide, of which 21,600
were employed in North America, 1,000 in Europe and 300 in Asia. We have approximately 13,700 hourly
employees in the U.S., approximately 2,900 of which are organized by labor unions. These employees are
principally represented by the International Brotherhood of Teamsters, the International Association of
Machinists and Aerospace Workers, and the United Auto Workers, and their wages and benefits are governed
by 96 labor agreements that are renegotiated periodically. Some of the businesses in which we currently
engage have experienced a material work stoppage, slowdown or strike. We consider that our relationship with
our employees is good.

EXECUTIVE OFFICERS OF THE REGISTRANT

All of the executive officers of Ryder were elected or re-elected to their present offices either at or
subsequent to the meeting of the Board of Directors held on May 1, 2009 in conjunction with Ryder’s 2009
Annual Meeting. They all hold such offices, at the discretion of the Board of Directors, until their removal,
replacement or retirement.

Name Age Position

Gregory T. Swienton .. 60  Chairman of the Board and Chief Executive Officer

Robert E. Sanchez.... 44  Executive Vice President and Chief Financial Officer

Robert D. Fatovic . ... 44  Executive Vice President, Chief Legal Officer and Corporate Secretary
Art A. Garcia .. ..... 48  Senior Vice President and Controller

Gregory F. Greene.... 50  Executive Vice President and Chief Human Resources Officer

Anthony G. Tegnelia.. 64  President, Global Fleet Management Solutions
John H. Williford .... 53  President, Global Supply Chain Solutions
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Gregory T. Swienton has been Chairman since May 2002 and Chief Executive Officer since November
2000. He also served as President from June 1999 to June 2005. Before joining Ryder, Mr. Swienton was
Senior Vice President of Growth Initiatives of Burlington Northern Santa Fe Corporation (BNSF) and before
that Mr. Swienton was BNSE’s Senior Vice President, Coal and Agricultural Commodities Business Unit.

Robert E. Sanchez has served as Executive Vice President and Chief Financial Officer since October
2007. He previously served as Executive Vice President of Operations, U.S. Fleet Management Solutions from
October 2005 to October 2007 and as Senior Vice President and Chief Information Officer from January 2003
to October 2005. Mr. Sanchez joined Ryder in 1993 and has held various positions.

Robert D. Fatovic has served as Executive Vice President, General Counsel and Corporate Secretary since
May 2004. He previously served as Senior Vice President, U.S. Supply Chain Operations, High-Tech and
Consumer Industries from December 2002 to May 2004. Mr. Fatovic joined Ryder’s Law department in 1994
as Assistant Division Counsel and has held various positions within the Law department including Vice
President and Deputy General Counsel.

Art A. Garcia has served as Senior Vice President and Controller since October 2005 and as Vice
President and Controller since February 2002. Mr. Garcia joined Ryder in December 1997 and has held
various positions within Corporate Accounting.

Gregory F. Greene has served as Executive Vice President since December 2006 and as Chief Human
Resources Officer since February 2006. Previously, Mr. Greene served as Senior Vice President, Strategic
Planning and Development from April 2003. Mr. Greene joined Ryder in August 1993 and has since held
various positions within Human Resources.

Anthony G. Tegnelia has served as President, Global Fleet Management Solutions since October 2005.
He previously served as Executive Vice President, U.S. Supply Chain Solutions from December 2002 to
October 2005. Prior to that, he was Senior Vice President, Global Business Value Management. Mr. Tegnelia
joined Ryder in 1977 and has held a variety of other positions with Ryder including Senior Vice President and
Chief Financial Officer of Supply Chain Solutions and Senior Vice President, Field Finance.

John H. Williford has served as President, Global Supply Chain Solutions since June 2008. Prior to
joining Ryder, Mr. Williford founded and served as President and Chief Executive Officer of Golden Gate
Logistics LLC from 2006 to June 2008. From 2002 to 2005, he served as President and Chief Executive
Officer of Menlo Worldwide, Inc., the supply chain business of CNF, Inc. From 2005 to 2006, Mr. Williford
was engaged as an advisor to Menlo Worldwide subsequent to the sale of Menlo Forwarding to United Parcel
Service.

FURTHER INFORMATION

For further discussion concerning our business, see the information included in Items 7 and 8 of this
report. Industry and market data used throughout Item 1 was obtained through a compilation of surveys and
studies conducted by industry sources, consultants and analysts.

We make available free of charge through the Investor Relations page on our website at www.ryder.com
our Annual Report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all
amendments to those reports as soon as reasonably practicable after such material is electronically filed with
or furnished to the Securities and Exchange Commission.

In addition, our Corporate Governance Guidelines, Principles of Business Conduct (including our Finance
Code of Conduct), and Board committee charters are posted on the Corporate Governance page of our website
at www.ryder.com.

ITEM 1A. RISK FACTORS

In addition to the factors discussed elsewhere in this report, the following are some of the important
factors that could affect our business.
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Our operating and financial results may fluctuate due to a number of factors, many of which are beyond
our control.

Our annual and quarterly operating and financial results are affected by a number of economic, regulatory
and competitive factors, including:

* changes in current financial, tax or regulatory requirements that could negatively impact the leasing
market;

* our inability to obtain expected customer retention levels or sales growth targets;

* unanticipated interest rate and currency exchange rate fluctuations;

* labor strikes, work stoppages or driver shortages affecting us or our customers;

* sudden changes in fuel prices and fuel shortages;

* relationships with and competition from vehicle manufacturers;

* changes in accounting rules, estimates, assumptions and accruals; and

* outages, system failures or delays in timely access to data in legacy information technology systems

that support key business processes.

Our business and operating results could be adversely affected by unfavorable economic and industry
conditions.

In 2009, we managed through the challenges of the prolonged freight recession. The recession impacted
our FMS customers which continued to cope with reduced freight activity by downsizing their fleets and
running less miles with the existing fleet. Our transactional commercial rental business also felt the effects of
current market conditions as demand continued to decline throughout the year. In addition, we were impacted
by lower SCS automotive production volumes and overall freight volumes. Uncertainty around macroeconomic
and industry conditions may impact the spending and financial position of our customers,

Challenging economic and market conditions may also result in:

* difficulty forecasting, budgeting and planning due to limited visibility into the spending plans of
current or prospective customers;

* increased competition for fewer projects and sales opportunities;

* pricing pressure that may adversely affect revenue and gross margin;

* higher overhead costs as a percentage of revenue;

* increased risk of charges relating to asset impairments, including goodwill and other intangible assets;
* customer financial difficulty and increased risk of uncollectible accounts receivable;

* diminished liquidity and credit availability resulting in higher short-term borrowing costs and more
stringent borrowing terms

* fleet downsizing which could adversely impact profitability; and
* increased risk of declines in the residual values of our vehicles.

We are uncertain as to how long current, unfavorable macroeconomic and industry conditions will persist
and the magnitude of their effects on our business and results of operations. If these conditions persist or
further weaken, our business and results of operations could be materially adversely affected.

We bear the residual risk on the value of our vehicles.
We generally bear the residual risk on the value of our vehicles. Therefore, if the market for used

vehicles declines, or our vehicles are not properly maintained, we may obtain lower sales proceeds upon the
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sale of used vehicles. Changes in residual values also impact the overall competitiveness of our full service
lease product line, as estimated sales proceeds are a critical component of the overall price of the product.
Additionally, technology changes and sudden changes in supply and demand together with other market
factors beyond our control vary from year to year and from vehicle to vehicle, making it difficult to accurately
predict residual values used in calculating our depreciation expense. Although we have developed disciplines
related to the management and maintenance of our vehicles that are designed to prevent these losses, there is
no assurance that these practices will sufficiently reduce the residual risk. For a detailed discussion on our
accounting policies and assumptions relating to depreciation and residual values, please see the section titled
“Critical Accounting Estimates — Depreciation and Residual Value Guarantees” in Management’s Discussion
and Analysis of Financial Condition and Results of Operations.

Our profitability could be adversely impacted by our inability to maintain appropriate commercial
rental utilization rates through our asset management initiatives.

We typically do not purchase vehicles for our full service lease product line until we have an executed
contract with a customer. In our commercial rental product line, however, we do not purchase vehicles against
specific customer contracts. Rather, we purchase vehicles and optimize the size and mix of the commercial
rental fleet based upon our expectations of overall market demand. As a result, we bear the risk for ensuring
that we have the proper vehicles in the right condition and location to effectively capitalize on market demand
in order to drive the highest levels of utilization and revenue per unit. We employ a sales force and operations
team on a full-time basis to manage and optimize this product line; however, their efforts may not be
sufficient to overcome a significant change in market demand in the rental business or used vehicle market.

Volatility in automotive volumes and shifting customer demand in the automotive industry would
adversely affect our results.

Approximately 42% of our global SCS revenue is from the automotive industry and is directly impacted
by automotive vehicle production. In addition, a number of our FMS customers, particularly transportation and
trucking companies, provide services to the automotive industry. Automotive sales and production are
impacted by general economic conditions, consumer preference, fuel prices, labor relations, the availability of
credit and other factors. The automotive industry in 2009 was significantly impacted by the global recession
resulting in the restructuring of General Motors Corporation (GM) and Chrysler, LLC. The restructuring of
these North American OEMs resulted in more competitive cost structures and capacity in line with demand.
However, if stronger sales do not materialize in 2010 due to a still weakened economy, the OEMs will likely
respond by reducing production capacity both through plant shutdowns and a reduction in the number of
production shifts as they did in early 2009. These plant shutdowns and shift eliminations have negatively
impacted our results in 2009. Any prolonged plant shutdowns and additional shift eliminations can
significantly reduce our operations with the OEMs as well as the operations of the automotive suppliers and
transportation providers that we service in both our FMS and SCS businesses, and can have a negative impact
on our future results.

We derive a significant portion of our SCS revenue from a relatively small number of customers.

During 2009, sales to our top ten SCS customers representing all of the industry groups we service,
accounted for 61% of our SCS total revenue and 60% of our SCS operating revenue (revenue less
subcontracted transportation), with GM accounting for 13% and 14% of our SCS total and operating revenue,
respectively. The loss of any of these customers or a significant reduction in the services provided to any of
these customers, particularly GM, could impact our domestic and international operations and adversely affect
our SCS financial results. While we continue to focus our efforts on diversifying our customer base we may
not be successful in doing so in the short-term. ‘

In addition, our largest SCS customers can exert downward pricing pressure and often require
modifications to our standard commercial terms. While we believe our ongoing cost reduction initiatives have
helped mitigate the effect of price reduction pressures from our SCS customers, there is no assurance that we
will be able to maintain or improve profitability in those accounts.
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Our profitability could be negatively impacted if the key assumptions and pricing structure of our SCS
contracts prove to be invalid.

Substantially all of our SCS services are provided under contractual arrangements with our customers.
Under most of these contracts, all or a portion of our pricing is based on certain assumptions regarding the
scope of services, production volumes, operational efficiencies, the mix of fixed versus variable costs,
productivity and other factors. If, as a result of subsequent changes in our customers’ business needs or
operations or market forces that are outside of our control, these assumptions prove to be invalid, we could
have lower margins than anticipated. Although certain of our contracts provide for renegotiation upon a
material change, there is no assurance that we will be successful in obtaining the necessary price adjustments.

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

Numerous competitive factors could impair our ability to maintain our current profitability. These factors
include the following:

* we compete with many other transportation and logistics service providers, some of which have
greater capital resources than we do;

* some of our competitors periodically reduce their prices to gain business, which may limit our ability
to maintain or increase prices;

* because cost of capital is a significant competitive factor, any increase in either our debt or equity cost
of capital as a result of reductions in our debt rating or stock price volatility could have a significant
impact on our competitive position; and

* advances in technology require increased investments to remain competitive, and our customers may
not be willing to accept higher prices to cover the cost of these investments.

We operate in a highly regulated industry, and costs of compliance with, or liability for violation of,
existing or future regulations could significantly increase our costs of doing business.

Our business is subject to regulation by various federal, state and foreign governmental entities.
Specifically, the U.S. Department of Transportation and various state and federal agencies exercise broad
powers over our motor carrier operations, safety, and the generation, handling, storage, treatment and disposal
of waste materials. We may also become subject to new or more restrictive regulations imposed by the
Department of Transportation, the Occupational Safety and Health Administration, the Department of
Homeland Security and U.S. Customs Service, the Environmental Protection Agency or other authorities,
relating to the hours of service that our drivers may provide in any one-time period, homeland security, carbon
emissions and reporting and other matters. Compliance with these regulations could substantially impair labor
and equipment productivity and increase our costs. Recent changes in and ongoing development of data
privacy laws may result in increased exposure relating to our data security costs in order to comply with new
standards.

With respect to our international operations, we are subject to compliance with local laws and regulatory
requirements in foreign jurisdictions, including local tax laws, and compliance with the Federal Corrupt
Practices Act. Adherence to rigorous local laws and regulatory requirements may limit our ability to expand
into certain international markets and result in residual liability for legal claims and tax disputes arising out of
previously discontinued operations.

New regulations governing exhaust emissions could adversely impact our business. The Environmental
Protection Agency has issued regulations that require progressive reductions in exhaust emissions from certain
diesel engines from 2007 through 2010. Emissions standards require reductions in the sulfur content of diesel
fuel since June 2006. Also, the first phase of progressively stringent emissions standards relating to emissions
after-treatment devices was introduced on newly-manufactured engines and vehicles utilizing engines built
after January 1, 2007. The second phase, which required an additional after-treatment system, became
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effective after January 1, 2010. In addition, each of these requirements could result in higher prices for
vehicles, diesel engines and fuel, which are passed on to our customers, as well as higher maintenance costs
and uncertainty as to reliability of the new engines, all of which could, over time, increase our costs and
adversely affect our business and results of operations. The new technology may also impact the residual
values of these vehicles when sold in the future.

Volatility in assumptions and asset values related to our pension plans may reduce our profitability and
adversely impact current funding levels.

We historically sponsored a number of defined benefit plans for employees in the U.S., UK. and other
foreign locations. In the past few years, we have made amendments to defined benefit plans which freeze the
retirement benefits for non-grandfathered and certain non-union employees. Our major defined benefit plans
are funded, with trust assets invested in a diversified portfolio. The cash contributions made to our defined
benefit plans are required to comply with minimum funding requirements imposed by employee benefit and
tax laws. The projected benefit obligation and assets of our global defined benefit plans as of December 31,
2009 were $1.60 billion and $1.28 million, respectively. The difference between plan obligations and assets, or
the funded status of the plans, is a significant factor in determining pension expense and the ongoing funding
requirements of those plans. Macroeconomic factors, as well as changes in investment returns and discount
rates used to calculate pension expense and related assets and liabilities can be volatile and may have an
unfavorable impact on our costs and funding requirements. We also participate in twelve U.S. multi-employer
pension (MEP) plans that provide defined benefits to employees covered by collective bargaining agreements.
In the event that we withdraw from participation in one of these plans, then applicable law could require us to
make an additional lump-sum contribution to the plan. Our withdrawal liability for any MEP plan would
depend on the extent of the plan’s funding of vested benefits. Economic conditions have caused MEP plans to
be significantly underfunded. If the financial condition of the MEP plans were to continue to deteriorate,
participating employers could be subject to additional assessments. Although we have actively sought to
control increases in these costs and funding requirements, there can be no assurance that we will succeed, and
continued cost pressure could reduce the profitability of our business and negatively impact our cash flows.

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

We retain a portion of the accident risk under vehicle liability and workers’ compensation insurance
programs. Our self-insurance accruals are based on actuarially estimated, undiscounted cost of claims, which
includes claims incurred but not reported. While we believe that our estimation processes are well designed,
every estimation process is inherently subject to limitations. Fluctuations in the frequency or severity of
accidents make it difficult to precisely predict the ultimate cost of claims. In recent years, our development
has been favorable compared to historical selected loss development factors because of improved safety
performance, payment patterns and settlement patterns; however, there is no assurance we will continue to
enjoy similar favorable development in the future. For a detailed discussion on our accounting policies and
assumptions relating to our self-insurance reserves, please see the section titled “Critical Accounting
Estimates — Self-Insurance Accruals” in Management’s Discussion and Analysis of Financial Condition and
Results of Operations.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our properties consist primarily of vehicle maintenance and repair facilities, warehouses and other real
estate and improvements.
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We maintain 724 FMS properties in the U.S., Puerto Rico and Canada; we own 454 of these and lease
the remaining 270. Our FMS properties are primarily comprised of maintenance facilities generally including a
repair shop, rental counter, fuel service island administrative offices, and used vehicle retail sales centers.

Additionally, we manage 218 on-site maintenance facilities, located at customer locations.

We also maintain 123 locations in the U.S. and Canada in connection with our domestic SCS and DCC
businesses. Almost all of our SCS locations are leased and generally include a warehouse and administrative
offices.

We maintain 92 international locations (locations outside of the U.S. and Canada) for our international
businesses. These locations are in the UK., Luxembourg, Germany, Mexico, China and Singapore. The
majority of these locations are leased and may be a repair shop, warehouse or administrative office.

Additionally, we maintain 10 U.S. locations primarily used for Central Support Services. These facilities
are generally administrative offices, of which we own one and lease the remaining nine.

ITEM 3. LEGAL PROCEEDINGS

We are involved in various claims, lawsuits and administrative actions arising in the normal course of our
businesses. Some involve claims for substantial amounts of money and (or) claims for punitive damages.
While any proceeding or litigation has an element of uncertainty, management believes that the disposition of
such matters, in the aggregate, will not have a material impact on our consolidated financial condition or
liquidity.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of our security holders during the quarter ended December 31,
20009.

PART 1I
ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Ryder Common Stock Prices
Dividends per

Stock Price Cgrﬁlar?: "
High Low Share
2009
Firstquarter . .......... .. ... ... . $41.24  19.00 0.23
Second quarter ................... .. ... ... 32.89 2347 0.23
Third quarter .. ......... ... ... ... .. ... .. . ... ... .. 43.18 24.09 025
Fourthquarter .......... ... ... . ... ... ... .. .. . . .. . . . . . ... ... 46.58 35.91 0.25
2008
Firstquarter ................... .. . $65.25 4031 0.23
Second quarter . ........... .. 76.64  60.28 0.23
Third quarter ....... ... ... ... 75.09  58.02 0.23
Fourthquarter........ ... . ... ... . ... ... . ... ... ... 62.19 27.71 0.23

Our common shares are listed on the New York Stock Exchange under the trading symbol “R.” At
January 29, 2010, there were 9,482 common stockholders of record and our stock price on the New York
Stock Exchange was $36.40.
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Performance Graph

The following graph compares the performance of our common stock with the performance of the
Standard & Poor’s 500 Composite Stock Index and the Dow Jones Transportation 20 Index for a five year
period by measuring the changes in common stock prices from December 31, 2004 to December 31, 2009.
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Purchases of Equity Securities

The following table provides information with respect to purchases we made of our common stock during
the three months ended December 31, 2009:

Approximate Dollar

Total Number of Maximum Number Value That May
Shares Purchased as of Shares That May Yet Be Purchased
Total Number Average Price Part of Publicly Yet Be Purchased Under the
of Shares Paid per Announced Under the Anti-Dilutive Discretionary
Purchased® Share Program Program®” Program’
October 1 through
October 31, 2009 . .. .. 264,297 $43.69 250,000 386,564 $130,400,437
November 1 through
November 30, 2009. ... 2,461,402 42.50 2,459,725 275,748 30,472,336
December 1 through
December 31, 2009 . . . . 18,736 40.67 16,556 2,000,000 —
Total ................ 2,744,435 $42.60 2,726,281

(1) During the three months ended December 31, 2009, we purchased an aggregate of 18,154 shares of our common stock in employee-
related transactions. Employee-related transactions may include: (i) shares of common stock delivered as payment for the exercise
price of options exercised or to satisfy the option holders’ tax withholding liability associated with our share-based compensation
programs and (ii) open-market purchases by the trustee of Ryder’s deferred compensation plan relating to investments by employees
in our common stock, one of the investment options available under the plan.

(2) In December 2007, our Board of Directors authorized a two-year anti-dilutive repurchase program. Under the anti-dilutive program,
management is authorized to repurchase shares of common stock in an amount not to exceed the lesser of the number of shares
issued to employees upon the exercise of stock options or through the employee stock purchase plan for the period from September 1,
2007 to December 12, 2009, or 2 million shares. Share repurchases of common stock may be made periodically in open-market
transactions and are subject to market conditions, legal requirements and other Jactors. Management may establish a prearranged
written plan for the Company under Rule 10b5-1 of the Securities Exchange Act of 1934 as part of the anti-dilutive repurchase
program, which would allow for share repurchases during Ryder’s quarterly blackout periods as set forth in the trading plan. During
the three months ended December 31, 2009, we repurchased 377,372 shares under this program.

(3)  In December 2007, our Board of Directors also authorized a $300 million share repurchase program over a period not to exceed two
years. Share repurchases of common stock may be made periodically in open-market transactions and are subject to market
conditions, legal requirements and other factors. Management may establish a prearranged written plan for the Company under
Rule 10b5-1 of the Securities Exchange Act of 1934 as part of the 3300 million share repurchase program, which would allow for
share repurchases during Ryder’s quarterly blackout periods as set forth in the trading plan. During the three months ended
December 31, 2009, we repurchased 2,348,909 shares under this program.

(4) In December 2009, our Board of Directors authorized a share repurchase program intended to mitigate the dilutive impact of shares
issued under our various employee stock, stock option and employee stock purchase plans. Under the December 2009 program,
management is authorized to repurchase shares of common stock in an amount not 1o exceed the number of shares issued to
employees under the Company’s various employee stock, stock option and employee stock purchase plans from December 1, 2009
through December 15, 2011. The December 2009 program limits aggregate share repurchases 1o no more than 2 million shares of
Ryder common stock. Share repurchases of common stock are made periodically in open-market transactions and are subject to
market conditions, legal requirements and other factors. Management may establish prearranged written plans for the Company
under Rule 10b5-1 of the Securities Exchange Act of 1934 as part of the December 2009 program, which allow for share
repurchases during Ryder’s quarterly blackout periods as set forth in the trading plan. We did not repurchase any shares under this
program in 2009.
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Securities Authorized for Issuance under Equity Compensation Plans

The following table includes information as of December 31, 2009 about certain plans which provide for
the issuance of common stock in connection with the exercise 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 security
holders:
Broad based employee stock plans . . ............. 3,505,777% $43.85® 4,130,901
Employee stock purchaseplan .................. —_ —_ 319,074
Non-employee directors’ stock plans. . ............ 145,522@ 32.51% 41,471
Equity compensation plans not approved by security
ROMEES. .« .« o oo et e —_ — —
TOLAL © o o 3,651,299 $43.70% 4,491,446

(1) Includes 516,461 time-vested and performance-based restricted stock awards.
(2) Includes 105,522 restricted stock units.

(3) Weighted-average exercise price of outstanding options; excludes restricted stock awards and restricted stock units.
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- ITEM 6. SELECTED FINANCIAL DATA

The following selected consolidated financial information should be read in éonjunction with Items 7 and

8 of this report.

Operating Data:

Years ended December 31

2009

2008

2007

2006

- 2005

(Dollars and shares in thousands, except per share amounts)

Revenue ... ............ ... ... .......... $4,887,254 5,999,041 6,363,130 6,136,418 5,598,642
Earnings from continuing operations™ . .. ... ... .. $ 90,117 257,579 251,779 246,694 228,768
Net earnings'>® . ... .. ... ... ... ST $ 61,945 199,881 253,861 248,959 226,929
Per Share Data:
Earnings from continuing operations — Diluted® ... $ 1.62 451 4.19 3.99 3.53
Net earnings — Diluted® . .. .. ... ... ... . .. $ 111 3.50 422 4.03 3.50
Cashdividends ......................... .. $ 0.96 0.92 0.84 0.72 0.64
Book value®. .. ... . ... $ 2671 24.17 32.52 28.34 24.69

Financial Data:

Total assets . . ........... .. .. ........... $6,259,830 6,689,508 6,854,649 6,828,923 6,033,264
Average assets™ ... ... ... .. $6,507,432 6,924,342 6,914,060 6,426,546 5,922,758
Return on average assets(%)(4) ................. 1.0 29 3.7 3.9 3.8
Long-termdebt . .......................... $2,265,074 2,478,537 2,553,431 2,484,198 1,915,928
Totaldebt .............. ... .............. $2,497,691 2,862,799 2,776,129 2,816,943 2,185,366
Shareholders’ equity™ . ... ... .. ... ... .. ... $1,426,995 1,345,161 1,887,589 1,720,779 1,527,456
Debt to equity(%)® . ... .. ... 175 213 147 164 143
Average shareholders’ equity®™ ... ... ... .. $1,395,629 1,778,489 1,790,814 1,610,328 1,554,718
Return on average shareholders’ equity(%)®@®. . . . . 4.4 11.2 14.2 15.5 14.6
Adjusted return on average capital(%)>. ... ... ... 4.1 7.3 7.4 7.9 7.8
Net cash provided by operating activities of

continuing operations . .................... $ 984,956 1,248,169 1,096,559 852,466 776,389
Free cash flow® ... ... ... ... .. ... .. ... ... $ 614,090 340,665 380,269  (438,612)  (207,960)
Capital expenditures paid . . .................. $ 651,953 1,230,401 1,304,033 1,692,719 1,387,513

Other Data:

Average common shares — Dilated . . ........... 55,094 56,539 59,728 61,478 64,465
Number of vehicles — Owned and leased . . .. ... .. 152,400 163,400 160,700 167,200 163,600
Average number of vehicles — Owned and leased . . . 159,500 161,500 - 165,400 164,400 166,700
Number of employees . ..................... 22,900 28,000 28,800 28,600 27,800
2009 2008 2007 2006 2005

(1} Comparable earnings from continuing operations $94,630 267,144 248,227 243,618 221,141
Comparable earnings per diluted common share from continuing operations § 1.70 4.68 4.13 3.94 341
Refer to the section titled “Overview” and “Non-GAAP Financial Measures” in Item 7 of this report for a reconciliation of comparable
earnings to net earnings.

(2) Net earnings in 2009, 2008, 2007, 2006 and 2005 included (losses) earnings from discontinued operations of $(28) million, or
3(0.51) per diluted common share, $(58) million, or $(1.01 ) per diluted common share, $2 million, or $0.03 per diluted common
share, $2 million, or $0.04 per diluted common share and $0.6 million, or $0.01 per diluted common share, respectively. Net
earnings in 2005 also included the cumulative effect of a change in accounting principle for costs associated with the future
removal of underground storage tanks resulting in an after-tax charge of 82 million, or $0.04 per diluted common share.

(3) Shareholders’ equity ar December 31, 2009, 2008, 2007, 2006 and 2005 reflected after-tax equity charges of $412 million,
$480 million, $148 million, $201 million and $221 million, respectively, related to our pension and postretirement plans.

(4) Amounts were computed using an 8-point average based on quarter‘ly information.

(5)  Our adjusted return on capital (ROC) represents the rate of return generated by the capital deployed in our business. We use ROC
as an internal measure of how effectively we use the capital invested (borrowed or owned) in our operations. Refer to the section
titled “Non-GAAP Financial Measures” in Item 7 of this report for a reconciliation of return on average shareholders’ equity to
adjusted return on average capital.

(6)  Refer to the section titled “Financial Resources and Liquidity” in Item 7 of this report for a reconciliation of net cash provided by

operating activities to free cash flow.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations
(MD&A) should be read in conjunction with our consolidated financial statements and related notes contained
in Item 8 of this report on Form 10-K. The following MD&A describes the principal factors affecting results
of operations, financial resources, liquidity, contractual cash obligations, and critical accounting estimates.

OVERVIEW

Ryder System, Inc. (Ryder) is a global leader in transportation and supply chain management solutions.
Our business is divided into three business segments, which operate in highly competitive markets. Our
customers select us based on numerous factors including service quality, price, technology, and service
offerings. As an alternative to using our services, customers may choose to provide these services for
themselves, or may choose to obtain similar or alternative services from other third-party vendors. Our$
customer base includes enterprises operating in a variety of industries including automotive, electronics,
transportation, grocery, lumber and wood products, food service, and home furnishing.

The Fleet Management Solutions (FMS) business segment is our largest segment providing full service
leasing, contract maintenance, contract-related maintenance, and commercial rental of trucks, tractors and
trailers to customers principally in the U.S., Canada and the U.K. FMS revenue and assets in 2009 were
$3.28 billion and $5.76 billion, respectively, representing 67% of our consolidated revenue and 92% of
consolidated assets. ‘

The Supply Chain Solutions (SCS) business segment provides comprehensive supply chain consulting
including distribution and transportation services throughout North America and Asia. SCS revenue in 2009
was $1.14 billion, representing 23% of our consolidated revenue.

The Dedicated Contract Carriage (DCC) business segment provides vehicles and drivers as part of a
dedicated transportation solution in the U.S. DCC revenue in 2009 was $471 million, representing 10% of our

consolidated revenue.

In 2009, we managed through the impacts of a prolonged economic recession and the cyclical impacts in
commercial rental, used vehicle sales, and SCS automotive volumes and concentrated on cost improvement
actions. In the second half of 2009, we successfully implemented our plan to disengage SCS operations in
South America and Europe. Throughout 2009, we experienced significant volume declines across all business
segments resulting from the weak overall economic environment and protracted freight recession. However,
our free cash flow and liquidity position remained strong.

Total revenue was $4.89 billion, down 19% from $6.00 billion in 2008. Operating revenue (total revenue
less fuel and subcontracted transportation) was $4.06 billion in 2009, down 11%. Operating revenue declined
primarily due to lower commercial rental revenue and reduced SCS automotive industry volumes. To a lesser
extent, operating revenue was also impacted by lower SCS and DCC fuel pass-throughs, unfavorable foreign
currency movements and lower FMS contractual revenues partially offset by the benefit of acquisitions.

Earnings from continuing operations decreased to $90 million in 2009 from $258 million in 2008 and
earnings from continuing operations per diluted common share decreased to $1.62 from $4.51 in 2008.
Earnings from continuing operations included certain items we do not consider indicative of our ongoing
operations and have been excluded from our comparable earnings measure. The following discussion provides
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS — (Continued)

a summary of the 2009 and 2008 special items which are discussed in more detail throughout our MD&A and
within the Notes to Consolidated Financial Statements:

Continuing Operations

Earnings Before Diluted Earnings
Income Taxes Earnings per Share

(Dollars in thousands,
except per share amounts)

2009
Earnings / EPS from Continuing Operations . ............... $143,769 $ 90,117 $1.62
* Restructuring and other charges ... ................... 6,406 4,176 0.08

* Benefit associated with the reversal of reserves for uncertain
tax positions due to the expiration of statutes of limitation in

various jurisdictions . .. ............ ... —_ (2,239) 0.04)

* Benefit from a tax law change in Ontario, Canada . . .. .... —_ (4,100) 0.07)

* Charges related to impairment of international asset. . . . . . 6,676 6,676 0.12

Comparable earnings from continuing operations. . ........... $156,851 $ 94,630 $ 1.70
2008

Earnings / EPS from Continuing Operations. . ............... $409,288 $257,579 $4.51

* Restructuring and other charges . ............... ... ... 21,480 17,493 0.31

* Benefit associated with the reversal of reserves for uncertain
tax positions due to the expiration of statutes of limitation in

various jurisdictions . . ................ ... .. ... ... — (7,931) 0.149)

* Benefit from a tax law change primarily in Massachusetts. . . — (1,614) (0.03)

* Charges related to impairment of international asset. . . . . . 1,617 1,617 0.03
Comparable earnings from continuing operations. . . .......... $432,385 $267,144 $ 4.68

(1) Refer to Note 26, “Other Items Impacting Comparability,” in the Notes to Consolidated Financial Statements.

Excluding the special items listed above, comparable earnings from continuing operations were down
65% to $95 million in 2009. Comparable earnings per diluted common share from continuing operations were
down 64% to $1.70 in 2009. Results reflect significantly lower earnings in FMS, driven by the current
economic slowdown and freight recession, which resulted in a decline in global commercial rental and full
service lease performance and lower used vehicle sales results. Results in 2009 were also impacted by higher
pension expense. Earnings were favorably impacted by cost reduction initiatives, including workforce
reductions implemented in early 2009.

Free cash flow was up 80% to $614 million in 2009. This increase reflects lower capital expenditures
partially offset by lower earnings and higher pension contributions. With our strong cash flows, we
repurchased a total of 2.7 million shares of common stock in 2009 for $116 million and made voluntary
pension contributions of approximately $100 million. We also increased our annual dividend by 9% to $1.00
per share of common stock.

Capital expenditures decreased 52% to $611 million in 2009. The decrease in capital expenditures reflects
reduced full service lease vehicles spending due to lower new and replacement sales in the current
environment, and planned minimal spending on transactional commercial rental vehicles. Our debt balances
decreased 13% to $2.50 billion at December 31, 2009 due to the utilization of free cash flow to repay debt.
Our debt to equity ratio also decreased to 175% from 213% in 2008. Our total obligations (including off-
balance sheet debt) to equity ratio also decreased to 183% from 225% in 2008.
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2010 Outlook

In 2010, we plan to manage through the cumulative impacts of a prolonged recession on full service
lease, while driving benefits from actions taken in 2009 as well as new initiatives. Barnings per share growth
is expected from improved commercial rental performance, productivity initiatives, better used vehicle sales
operations, stronger SCS results, lower annual pension expense and the benefit of 2009 stock repurchases.
These items are partially offset by significantly reduced full service lease results, the negative impact of
vehicle residual value changes and some currently intended compensation restoration.

Total revenue for the full-year 2010 is forecast to be $4.90 billion, which is flat compared with 2009.
Operating revenue for the full-year 2010 is forecast to be down 2% to $4.00 billion compared with 2009. In
EMS, core contractual leasing and maintenance revenue is expected to decline 4%, or down 5% excluding
foreign exchange, reflecting the cumulative effect of customer fleet downsizing. Commercial rental revenue is
forecast to grow by 9%, driven by moderately higher demand, somewhat higher pricing and improved
utilization. Total SCS revenue is forecast to decrease by 2%. SCS operating revenue is anticipated to decrease
by 3%, or 6% excluding the impacts of foreign exchange and fuel, reflecting the impact of non-renewed
contracts. Total DCC revenue is expected to be unchanged. DCC operating revenue is expected to decrease by
1%, or 2% excluding the impact of fuel due to lower freight volumes.

ITEMS AFFECTING COMPARABILITY BETWEEN PERIODS
Revenue Reporting

In transportation management arrangements where we act as principal, revenue is reported on a gross
basis for subcontracted transportation services billed to our customers. We realize minimal changes in
profitability as a result of fluctuations in subcontracted transportation. Determining whether revenue should be
reported as gross (within total revenue) or net (deducted from total revenue) is based on an assessment of
whether we are acting as the principal or the agent in the transaction and involves judgment based on the
terms and conditions of the arrangement. Effective January 1, 2008, our contractual relationship with a
significant customer for certain transportation management services changed, and we determined, after a
formal review of the terms and conditions of the services, that we were acting as an agent based on the
revised terms of the arrangement. This contract modification required a change in revenue recognition from a
- gross basis to a net basis for subcontracted transportation beginning on January 1, 2008. This contract
represented $640 million of total revenue for the year ended December 31, 2007.

Accounting Changes

See Note 2, “Accounting Changes,” for a discussion of the impact of changes in accounting standards.

ACQUISITIONS

We completed five FMS acquisitions in the past three years, under which we acquired a company’s fleet
and contractual customers. The FMS acquisitions operate under Ryder’s name and complemented our existing
market coverage and service network. The results of these acquisitions have been included in our consolidated
results since the dates of acquisition.

Business Contractual
Company Acquired Segment Date Vehicles Customers Market
Edart Leasing LLC ............ FMS February 2, 2009 1,600 340 Northeast U.S.
Gordon Truck Leasing.......... FMS August 29, 2008 500 130 Pennsylvania
Gator Leasing, Inc. . ........... FMS May 12, 2008 2,300 300 Florida
Lily Transportation Corp. ....... FMS January 11, 2008 1,600 200 Northeast U.S.
Pollock Nationalease .......... FMS/SCS  October 5, 2007 2,000 200 Canada
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On December 19, 2008, we acquired substantially all of the assets of Transpacific Container Terminal
Ltd. and CRSA Logistics Ltd. (CRSA) in Canada, as well as CRSA operations in Hong Kong and Shanghai,
China. This strategic acquisition added complementary solutions to our SCS capabilities including
consolidation services in key Asian hubs, as well as deconsolidation operations in Vancouver, Toronto and
Montreal.

FULL YEAR CONSOLIDATED RESULTS

Change
Years ended December 31 2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Earnings from continuing operations before
income taxes ................ ... .. . . $143,769 409,288 402,204 (65)% 2%
Provision for income taxes......... .. .. .. . 53,652 151,709 150,425 (65) 1
Earnings from continuing operations ......... 90,117 257,579 251,779 (65) 2
Loss from discontinued operations, net of tax . . . (28,172)  (57,698) 2,082 NM NM
Netearnings .......... .. ... .. ... . . . $ 61,945 199,831 253,861 (69) % 21H)%
Earnings (loss) per common share — Diluted
Continuing operations ........... .. .. .. $ 162 4.51 4.19 (64)% 8%
Discontinued operations . . ........ . ... . .. (0.51) (1.01) 0.03 NM NM
Netearnings ............ . ... .. . . $ 111 3.50 422 (68)% (7%
Weighted-average shares outstanding —
Diluted ................... ... .. .. . . 55,094 56,539 59,728 3) % 5)%

Earnings from continuing operations before income taxes (NBT) decreased 65% in 2009 to $144 million.
Excluding restructuring and other items, comparable NBT declined 64% in 2009 to $157 million, and
comparable earnings from continuing operations declined 65% to $95 million. The decrease in comparable
NBT and earnings from continuing operations reflects significantly lower earnings in our FMS business
segment because of a decline in commercial rental, full service lease and used vehicle sales as well as higher
pension expense. NBT was also negatively impacted by lower global automotive industry volumes. Net
earnings decreased 69% in 2009 to $62 million or $1.11 per diluted common share. Net earnings in 2009
included losses from discontinued operations for SCS South America and Europe of $28 million.

NBT increased 2% in 2008 to $409 million. Excluding restructuring and other items, comparable NBT
increased 8% in 2008 to $432 million, and comparable earnings from continuing operations increased 8% to
$267 million. The improvement in comparable NBT was driven by better operating performance in our FMS
contractual business partially offset by a decline in commercial rental results and reduced profitability in our
SCS business segment. Net earnings decreased 21% in 2008 to $200 million or $3.50 per diluted common
share. Net earnings in 2008 included losses from discontinued operations for SCS South America and Europe
of $58 million.

See subsequent discussion within “Full Year Consolidated Results” and “Full Year Operating Results by

Business Segment” and refer to our Notes to Consolidated Financial Statements for other items impacting
comparability related to discontinued operations, restructuring and other charges and income taxes.
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Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Revenue:

Fleet Management Solutions . . ............. $3,567,836 4,454,251 4,167,301 (20) % 7%

Supply Chain Solutions. . . ................ 1,139,911 1,429,632 2,038,186 20) (30)

Dedicated Contract Carriage ... ............ 470,956 547,751 567,640 - (14) 4

EHMINations . . . . oo vt oeeeiee i (291,449)  (432,593) (409,997) 33 _(©)

Total. o oot $4,887,254 5,999,041 6,363,130 (19)% _(6)%

Operating revenue™ . .. ... $4,062,512 4,590,080 4,515,080 (D% 2%

(1) We use operating revenue, a non-GAAP financial measure, 1o evaluate the operating performance of our businesses and as a
measure of sales activity. FMS fuel services revenue net of related intersegment billings, which is directly impacted by Sfluctuations in
market fuel prices, is excluded from the operating revenue computation as fuel is largely a pass-through to our customers for which
we realize minimal changes in profitability during periods of steady market fuel prices. However, profitability may be positively or
negatively impacted by increases or decreases in market fuel prices during a short period of time as customer pricing for fuel
services is established based on market fuel costs. Subcontracted transportation revenue in our SCS and DCC business segments is
excluded from the operating revenue computation as subcontracted transportation is largely a pass-through to our customers and we
realize minimal changes in profitability as a result of fluctuations in subcontracted transportation. Refer to the section titled “Non-
GAAP Financial Measures” for a reconciliation of total revenue to operating revenue.

Total revenue decreased 19% to $4.89 billion in 2009 reflecting lower fuel services and operating
revenue. Operating revenue decreased 11% to $4.06 billion in 2009 primarily due to lower commercial rental
revenue and SCS automotive production volumes. To a lesser extent, operating revenue was also negatively
impacted by lower SCS and DCC fuel pass-throughs, unfavorable foreign currency movements and lower FMS
contractual tevenues partially offset by the benefit of acquisitions. Total revenue in 2009 included an
unfavorable foreign exchange impact of 1.4% due primarily to the weakening of the British pound and
Mexican peso.

Total revenue decreased 6% to $6.00 billion in 2008 and was impacted by a change, effective January I,
2008, in our contractual relationship with a significant customer that required a change in revenue recognition
from a gross basis to a net basis for subcontracted transportation. This change did not impact operating revenue
or earnings. During 2007, total revenue from this contractual relationship was $640 million. Excluding this item,
total revenue increased 5% during 2008 primarily as a result of higher fuel services revenue. Operating revenue
increased 2% to $4.59 billion in 2008 primarily due to FMS contractual revenue growth, including acquisitions,
which more than offset a decline in commercial rental revenue. Total revenue in 2008 included an unfavorable
foreign exchange impact of 0.3% due primarily to the weakening of the British pound.

Our FMS segment leases revenue earning equipment and provides fuel, maintenance and other ancillary
services to our SCS and DCC segments. Eliminations relate to inter-segment sales that are accounted for at
rates similar to those executed with third parties. The decrease in eliminations in 2009 reflects primarily the
pass-through of lower average fuel costs. The increase in eliminations in 2008 reflects primarily the
pass-through of higher average fuel costs.

Years ended December 31 Change'

2009/ 2008/
2009 2008 2007 2008 - 2007

(Dollars in thousands)

Operating expense (exclusive of items shown
separately). . ... $2,229,539 2,959,518 2,739,952 (25)% 8%

Percentage of revenue . .. ......... oo 46 % 49% 43%
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Operating expense and operating expense as a percentage of revenue decreased in 2009 primarily as a
result of lower fuel costs. The reduction in fuel costs was driven by a decline in average U.S. fuel prices as
well as lower fuel volumes. Fuel costs are largely a pass-through to customers for which we realize minimal
changes in profitability during periods of steady market fuel prices.

The decrease in operating expense as a percentage of revenue in 2009 was partially offset by higher
maintenance costs and safety and insurance costs. The growth in maintenance costs reflects the impact of an
aging global fleet. The growth in safety and insurance costs reflects less favorable development in self-insured
loss reserves. In recent years, our development has been favorable compared with historical selected loss
development factors because of improved safety performance, payment patterns and settlement patterns.
During 2009, 2008 and 2007, we recorded a benefit of $1 million, $23 million, and $24 million, respectively,
to reduce estimated prior years’ self-insured loss reserves for the reasons noted above.

Operating expense increased 8% to $2.96 billion in 2008 as a result of higher fuel costs. The increase in
fuel costs was due to higher average market prices.

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Salaries and employee-related costs . .. ... ... $1,233,243 1,345,216 1,348,212 (8) % —%
Percentage of revenue ................. .. 25% 22% 21%
Percentage of operating revenue. ........... 30% 29% 30%

Salaries and employee-related costs decreased 8% to $1.23 billion in 2009 primarily due to lower
headcount, favorable foreign exchange rate changes and lower incentive-based compensation and commissions
partially offset by higher pension expense and the impact of acquisitions. Average headcount, excluding
discontinued operations, decreased 9% in 2009. The number of employees at December 31, 2009 decreased to
approximately 22,900 compared to 25,500 (excluding those from discontinued operations) at December 31,
2008. The lower headcount was driven by reduced volumes in our SCS and DCC business segments and
workforce reductions made as part of restructuring initiatives announced in the fourth quarter of 2008.

Pension expense totaled $66 million in 2009 compared to $2 million in 2008. Increased pension expense
was primarily a result of significant negative pension asset returns in 2008. Our Board of Directors has
approved amendments to freeze U.K. and Canadian pension plans effective in 2010. The Canadian pension
plan was frozen for current participants who did not meet certain grandfathering criteria. As a result, these
employees will cease accruing further benefits after the freeze and begin participating in defined contribution
plans. See Note 24, “Employee Benefit Plans,” in the Notes to Consolidated Financial Statements, for
additional information regarding these items. We expect 2010 pension expense to decrease approximately
$23 million primarily because of higher than expected return on assets in 2009, the favorable impact from
voluntary pension contributions made in the fourth quarter of 2009, and the freeze of the U.K. and Canadian
pension plans. However, we expect this pension decrease to be partially offset by increased defined
contribution plan expense. Our 2010 pension expense estimates are subject to change based upon the
completion of the actuarial analysis for all pension plans. See the section titled “Critical Accounting
Estimates — Pension Plans” for further discussion on pension accounting estimates.

Salaries and employee-related costs decreased slightly to $1.35 billion in 2008 primarily due to lower
headcount, including cost savings initiatives from 2007. Average headcount decreased 3% in 2008 compared
with 2007. Pension expense decreased by $25 million as the result of a freeze of our U.S. and Canadian
pension plans; however, this benefit was partially offset by an increase of $20 million in defined contribution
plan expense.
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Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Subcontracted transportation .. .............. $198,860 233,106 868,437 15)% (73)%
Percentage of revenue .. .......... ... 4% 4% 14%

Subcontracted transportation expense represents freight management costs on logistics contracts for which
we purchase transportation from third parties. Subcontracted transportation expense is directly impacted by
whether we are acting as an agent or principal in our transportation management contracts. To the extent that
we are acting as a principal, revenue is reported on a gross basis and carriage costs to third parties are
recorded as subcontracted transportation expense. Subcontracted transportation expense decreased 15% to
$199 million in 2009 as a result of decreased freight volumes in the current economic environment.

Subcontracted transportation expense decreased 73% to $233 million in 2008 as a result of net reporting
from a contract change. Effective January 1, 2008, our contractual relationship with a significant customer
changed, and we determined, after a formal review of the terms and conditions of the services, we were acting
as an agent based on the revised terms of the arrangement. As a result, the amount of total revenue and
subcontracted transportation expense decreased by $640 million in 2008 due to the reporting of revenue net of
subcontracted transportation expense for this particular customer contract.

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Depreciation eXpense .. ............ueno-.. $881,216 836,149 810,544 5% 3%
Gains on vehicle sales,net .. ............... (12,292)  (39,020)  (44,090) (68) )
Equipmentrental ........................ 65,828 78,292 86,415 (16) 9

Depreciation expense relates primarily to FMS revenue earning equipment. Depreciation expense
increased 5% to $881 million in 2009 because of increased write-downs in the carrying value of vehicles held
for sale of $24 million, accelerated depreciation of $10 million on certain classes of vehicles expected to be
sold through 2010, the impact of recent acquisitions, higher average vehicle investments and impairment
charges on a Singapore facility, partially offset by the impact of foreign exchange rates and a lower number of
owned vehicles. Depreciation expense increased 3% to $836 million in 2008 reflecting the impact of recent
acquisitions and increased capital spending. These increases were partially offset by lower write-downs in the
carrying value of vehicles held for sale of $13 million.

We periodically review and adjust residual values, reserves for guaranteed lease termination values and
useful lives of revenue earning equipment based on current and expected operating trends and projected
realizable values. See the section titled “Critical Accounting Estimates — Depreciation and Residual Value
Guarantees” for further discussion. While we believe that the carrying values and estimated sales proceeds for
revenue earning equipment are appropriate, there can be no assurance that deterioration in economic
conditions or adverse changes to expectations of future sales proceeds will not occur, resulting in lower gains
or losses on sales. In 2009, based on current and expected market conditions, we accelerated depreciation on
certain classes of vehicles expected to be sold through 2010. The impact of this change increased depreciation
by $10 million in 2009. At the end of 2009, 2008 and 2007, we completed our annual depreciation review of
the residual values and useful lives of our revenue earning equipment. Our annual review is established with a
long-term view considering historical market price changes, current and expected future market price trends,
expected life of vehicles and extent of alternative uses. Based on the results of the 2008 and 2007 review, the
adjustment to depreciation was not significant for 2009 and 2008, respectively. Based on the results of our
2009 analysis, we adjusted the residual values of certain classes of our revenue earning equipment effective
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January 1, 2010. The residual value changes will decrease pre-tax earnings for 2010 by approximately
$14 million compared with 2009.

Gains on vehicle sales, net decreased 68% to $12 million in 2009 due to lower average pricing on
vehicles sold. Gains on vehicle sales, net decreased 11% to $39 million in 2008 due to a 32% decline in the
number of vehicles sold partially offset by improved gains per unit sold.

Equipment rental consists primarily of rent expense for FMS revenue earning equipment under lease by
us as lessee. Equipment rental decreased. 16% to $66 million in 2009 and decreased 9% to $78 million in
. 2008 because of a reduction in the average number of vehicles leased from third parties.

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Interest expense. .. ..., $144,342 152,448 155,970 (5) % 2)%
Effective interest rate. . . .................... 5.4% 5.3% 5.5%

Interest expense decreased 5% to $144 million in 2009 because of lower average debt balances partially
offset by a higher effective interest rate. Interest expense decreased 2% to $152 million in 2008 because of
lower average cost of debt principally from lower commercial paper borrowing rates. A hypothetical 10 basis
point change in short-term market interest rates would change annual pre-tax earnings by $0.6 million.

Years ended December 31

2009 2008 2007
(In thousands)
Miscellaneous (inCOmME) €XPense, NEt. . . .o v e vt s i it e e nn. $(3,657) 2,564 (15,309)

Miscellaneous (income) expense, net consists of investment (income) losses on securities held to fund
certain benefit plans, interest income, (gains) losses from sales of property, foreign currency transaction (gains)
losses, and non-operating items. Miscellaneous (income) expense, net improved $6 million in 2009 due to
better market performance of our investment securities partially offset by lower foreign currency transaction
gains in 2009.

Miscellaneous expense (income), net decreased $18 million in 2008 primarily due to a $10 million gain
on sale of property recognized in the prior year. See Note 26, “Other Items Impacting Comparability,” in the
Notes to Consolidated Financial Statements for additional information on the property sale. Miscellaneous
expense in 2008 was also negatively impacted by $6 million due to the decline in market performance of our
investment securities and was partially offset by foreign currency transaction gains compared to losses in
2007.

Years ended December 31

2009 2008 2007
(In thousands)
Restructuring and other charges, net. .. ......... .. ... ... .. ..., $6,406 21,480 10,795

See Note 5, “Restructuring and Other Charges,” in the Notes to Consolidated Financial Statements for
further discussion around the charges related to these actions.

Years ended December 31 Change
2009/ 2008/
2009 . 2008 2007 2008 2007
(Dollars in thousands)
Provision for income taxes . ................... ' $53,652 151,709 150,425 (65) % 1%
Effective tax rate from continuing operations. . . . ... 37.3% 37.1% 37.4%
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The 2009 effective income tax rate benefited from enacted tax law changes in Ontario, Canada, the
favorable settlement of a foreign tax audit and reversal of reserves for uncertain tax positions for which the
statute of limitation in various jurisdictions had expired. In the aggregate, these items reduced the effective
rate by 6.5% of pre-tax earnings. The current year tax rate benefits were partially offset by the impact of non-
deductible expenses on lower pre-tax earnings from continuing operations. The 2008 effective income tax rate
benefited from enacted tax law changes in Massachusetts and the reversal of reserves for uncertain tax '
positions for which the statute of limitation in various jurisdictions had expired which, in the aggregate,
totaled 3.3% of pre-tax earnings. The benefits in 2008 were partially offset by the adverse impact of non-
deductible restructuring and other charges. The 2007 effective income tax rate included a net tax benefit of
$5 million (1.4% of pre-tax earnings) from the reduction of deferred income taxes as a result of enacted
changes in tax laws in various jurisdictions.

Years ended December 31

2009 2008 2007
(In thousands)
(Loss) earnings from discontinued operations, net of tax. ................. $(28,172) (57,698) 2,082

Pre-tax (loss) earnings from discontinued operations in 2009, 2008 and 2007 included operating (losses)
income of $(11) million, $(12) million and $6 million, respectively. During 2009, 2008 and 2007, we also
incurred $17 million, $47 million, and $2 million, respectively, of pre-tax restructuring and other charges
(primarily exit-related) related to discontinued operations. See Note 4, “Discontinued Operations,” in the Notes
to Consolidated Financial Statements for further discussion.
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FULL YEAR OPERATING RESULTS BY BUSINESS SEGMENT

Change
Years ended December 31 2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Revenue:
Fleet Management Solutions. . . ... .... $3,567,836 4,454,251 4,167,301 (20)% 7%
Supply Chain Solutions ............. 1,139,911 1,429,632 2,038,186 (20) 30)
Dedicated Contract Carriage.......... 470,956 547,751 567,640 (14) “
Eliminations ..................... (291,449)  (432,593)  (409,997) 33 (6)
Total ......................... $4,887,254 5,999,041 6,363,130 19)% ©)%
Operating Revenue:
Fleet Management Solutions. . ........ $2,817,733 3,038,923 2,983,398 (1) % 2%
Supply Chain Solutions ............. 955,409 1,207,523 1,184,498 21) 2
Dedicated Contract Carriage. . ........ 456,598 536,754 552,891 a5 3
Eliminations ..................... (167,228)  (193,120)  (205,707) 13 6
Total ........ ... . $4,062,512 4,590,080 4,515,080 (1% 2%
NBT:
Fleet Management Solutions. .. ....... $ 140,400 395,909 370,503 (65)% 7%
Supply Chain Solutions . ............ 35,700 56,953 60,229 37 %)
Dedicated Contract Carriage.......... 37,643 49,628 47,409 (24) 5
Eliminations ..................... (21,058) (31,803) (31,248) 34 2)
192,685 470,687 446,893 59 5
Unallocated Central Support Services. . . . . (35,834) (38,302) (44,004) 6 13
Restructuring and other charges, net and
otheritems™ . . . ... ... ... ... . ... (13,082) (23,097) (685) NM NM
Earnings from continuing operations before
INCOME taxes . . ...ovvene e ... $ 143,769 409,288 402,204 (65)% 2%

(1) See Note 5, “Restructuring and Other Charges” and Note 26, “Other ltems Impacting Comparability,” in the Notes to Consolidated
Financial Statements for a discussion of items excluded from our segment measure of profitability.

As part of management’s evaluation of segment operating performance, we define the primary
measurement of our segment financial performance as “Net Before Taxes” (NBT) from continuing operations,
which includes an allocation of CSS and excludes restructuring and other charges, net.
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The following table provides a reconciliation of items excluded from our segment NBT measure to their
classification within our Consolidated Statements of Earnings:

Statex(rjlggtsso g(fi%‘;?nings Years ended December 31
Description Line Item” 2009 2008 2007
(In thousands)
Severance and employee-related costs® . ... Restructuring $ (2,206) (11,209) (8,924)
Contract termination costs® ... ................... Restructuring — 29) (591)
Early retirement of debt'® . .. .......... . ... ...... Restructuring (4,178) —  (1,280)
Asset impairments(z) ............................ Restructuring (22) (10,242) —
Restructuring and other charges, net............... (6,406) (21,480) (10,795)
International asset impainnent(3) ................... Depreciation expense  (6,676)  (1,617) —
Gain on sale of property™®. .. ... ... ... ... .. Miscellaneous income — — 10,110
Restructuring and other charges, net and other items . . . $(13,082) (23,097) (685)

(1) Restructuring refers to the “Restructuring and other charges, net;” and Miscellaneous income refers to “Miscellaneous (income)
expense, net” on our Consolidated Statements of Earnings.

(2) See Note 5, “Restructuring and Other Charges,” in the Notes to Consolidated Financial Statements for additional information.

(3) See Note 26, “Other Items Impacting Comparability,” in the Notes to Consolidated Financial Statements for additional information.

Our FMS segment leases revenue earning equipment and provides fuel, maintenance and other ancillary
services to our SCS and DCC segments. Inter-segment revenue and NBT are accounted for at rates similar to
those executed with third parties. NBT related to inter-segment equipment and services billed to customers
(equipment contribution) are included in both FMS and the business segment which served the customer and
then eliminated (presented as “Eliminations”).

The following table sets forth equipment contribution included in NBT for our SCS and DCC segments:

Years ended December 31
2009 2008 2007
(In thousands)

Equipment Contribution:

Supply Chain Solutions . . .. ... ... i $ 9,461 16,701 16,282
Dedicated Contract Carriage ... ....... ...ttt nn 11,597 15,102 14,966
TOtAl . . oot e $21,058 31,803 31,248

CSS represents those costs incurred to support all business segments, including human resources, finance,
corporate services and public affairs, information technology, health and safety, legal and corporate
communications. The objective of the NBT measurement is to provide clarity on the profitability of each
business segment and, ultimately, to hold leadership of each business segment and each operating segment
. within each business segment accountable for their allocated share of CSS costs. Segment results are not
necessarily indicative of the results of operations that would have occurred had each segment been an
independent, stand-alone entity -during the periods presented. Certain costs are considered to be overhead not
attributable to any segment and remain unallocated in CSS. Included within the unallocated overhead
remaining within CSS are the costs for investor relations, public affairs and certain executive compensation.
See Note 29, “Segment Reporting,” in the Notes to Consolidated Financial Statements for a description of how
the remainder of CSS costs is allocated to the business segments.
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Fleet Management Solutions

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Full servicelease . ... ...................... $1,989,676 2,041,513 1,965,308 B% 4%
Contract maintenance . . ............. e 167,182 168,157 159,635 )] 5
Contractual revenue . ..................... 2,156,858 2,209,670 2,124,943 2) 4
Contract-related maintepance ................. 163,306 193,856 198,747 (16) )
Commercial rental . ........................ 431,058 557,491 583,336 23) 4)
Other................. oot e 66,511 77,906 76,372 (15) 2
Operating revenue™ . ............. S 2,817,733 3,038,923 2,983,398 (7 2
Fuel servicesrevenue . ... .........c.covuiun... 750,103 1,415,328 1,183,903 47 20
Total TEVENUE . . . v e $3,567,836 4,454,251 = 4,167,301 20% 7%
Segment NBT ....... ... ... $ 140,400 395,909 370,503 65)% 7%
Segment NBT as a % of total revenue. ... .. e _ 3.9% 8.9% 8.9% (500) bps — bps
Segment NBT as a % of operating revenue'” . . . .. 5.0% 13.0% 12.4% (800) bps 60 bps

(1) We use operating revenue, a non-GAAP financial measure, to evaluate the operating performance .of our FMS business segment and
as a measure of sales activity. Fuel services revenue, which is directly impacted by fluctuations in market fuel prices, is excluded
from our operating revenue computation as fuel is largely a pass-through to customers for which we realize minimal changes in
profitability during periods of steady market fuel prices. However, profitability may be positively or negatively impacted by sudden
increases or decreases in market fuel prices during a short period of time as customer pricing for fuel services is established based
on market fuel costs.

2009 versus 2008

Total revenue decreased 20% in 2009 to $3.57 billion due primarily to lower fuel services revenue. Fuel
services revenue decreased 47% in 2009 because of lower average fuel prices as well as reduced gallons
pumped. Operating revenue decreased 7% in 2009 to $2.82 billion reflecting declines in all product lines,
especially commercial rental, in light of the deterioration in global economic conditions in the past year,
partially offset by the benefit of acquisitions. Total and operating revenue in 2009 also included an
unfavorable foreign exchange impact of 1.2% and 1.7%, respectively.

Full service lease revenue declined 3% and contract maintenance revenue declined 1% as a result of fleet
downsizing decisions and lower variable revenue from-fewer miles driven by our customers with their fleets.
We expect unfavorable contractual revenue comparisons next year based on the carryover effect of 2009 fleet
downsizings actions. Commercial rental revenue decreased 23% in 2009 reflecting weak global market
demand and lower pricing. In 2009, we reduced the size and mix of our rental fleet in order to better align
with market demand. The average global rental fleet size declined 13% in 2009 and year-end fleet counts
decreased by 15% compared with 2008. As a result of our fleet right-sizing actions, rental fleet utilization in
the fourth quarter of 2009 improved over the prior-year period for the first time in 2009. In light of current
economic conditions, we expect favorable commercial rental comparisons next year driven by moderately
higher demand, somewhat higher pricing and improved utilization.
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The following table provides rental statistics on our global fleet:

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Non-lease customer rental revenue . . . ............... $265,143 329,875 330,198 200% —%
Lease customer rental revenue” ..............0. ... $165,915 227,616 253,138 eN% (10)%
Average cgmmercial rental power fleet size — in
service™ 22,900 25700 25600 (D% —%
Commercial rental utilization — power fleet............ 68.0% 71.4% 71.0% (340) bps 40 bps

(1) Lease customer rental revenue is revenue from rental vehicles provided to our existing full service lease customers, generally during
peak periods in their operations.

(2) Number of units rounded to nearest hundred and calculated using average counts.

(3) Fleet size excluding trailers.

FMS NBT decreased 65% in 2009 to $140 million driven primarily by the current economic slowdown
and freight recession, which resulted in a decline in global commercial rental demand, lower full service lease
performance and lower used vehicle sales results. Results in 2009 were also impacted by significantly higher
pension expense. These items were partially offset by cost reduction initiatives, including workforce reductions
implemented in early 2009. Commercial rental resuits were impacted by weak global demand which drove
lower utilization and, to a lesser extent, reduced pricing on a smaller fleet. Full service lease results were
adversely impacted by the protracted length and severity of the current freight recession, which has resulted in
reduced customer demand for new leases and downsizing of customer fleets. Customers also operated fewer
miles with their existing fleets, which lowered our variable revenue and fuel gallons sold. However, lease
mileage comparisons showed sequential improvement in the second half of the year. Used vehicle sales results
declined primarily due to weak market demand which drove lower pricing, as well as higher average inventory
levels. However, our used vehicle inventory levels improved during the second half of the year and our year-
end inventory counts were 10% below the prior year. Pension expense significantly increased in 2009 because
of poor performance in the overall stock market in 2008.

2008 versus 2007

Total revenue increased 7% in 2008 to $4.45 billion due to higher fuel services revenue and contractual
revenue growth. Fuel services revenue increased 20% in 2008 because of higher fuel prices partially offset by
reduced fuel volumes. Operating revenue increased 2% in 2008 to $3.04 billion as a result of contractual
revenue growth, including acquisitions, which more than offset a decline in commercial rental revenue. Total
and operating revenue in 2008 also included an unfavorable foreign exchange impact of 0.5% and 0.7%,
respectively.

Revenue growth was realized in both contractual FMS product lines in 2008. Full service lease revenue
grew 4% reflecting increases in the North American market primarily due to acquisitions. Contract
maintenance revenue increased 5% due primarily to new contract sales. Commercial rental revenue decreased
4% in 2008, reflecting weak global market demand and reduced pricing particularly in the fourth quarter of
2008. The average global rental fleet size declined 5% in 2008 compared with 2007.

FMS NBT increased 7% in 2008 to $396 million due primarily to improved contractual business
performance, including acquisitions, and to a lesser extent, from higher fuel margins associated with unusually
volatile fuel prices and better used vehicle sales results. This improvement was partially offset by a decline in
commercial rental results, especially in the fourth quarter of 2008, as weak market demand drove lower
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pricing. Used vehicle sales results improved $9 million in 2008 primarily because of lower average used

vehicle inventories.

Our global fleet of owned and leased revenue earning equipment and contract maintenance vehicles is

summarized as follows (number of units rounded to the nearest hundred):

December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
End of period vehicle count
By type:
Trucks™. ... ... 63,600 68300 62,800 (7)% 9%
Tractors®. ... ... 50,300 51,900 50,400 3) 3
Trailers® . ... ... . 35400 39,900 40,400 (11) (1)
Other . ..o 3,100 3,300 7,100 6) (54)
Total. ... 152,400 163,400 160,700 (7% 2%
By ownership:
Owned . ... 147,200 158,100 155,100 (N % 2%
Leased . . ... e 5,200 5,300 5,600 2) &)
Total, . ... e 152,400 163,400 160,700 (7 % 2%
By product line:
Full servicelease . ...........ccuiiiinin.... 115,100 120,600 115,500 (5)% 4%
Commercial rental . ........... ... ... ...... 27,400 32,300 34,100 as) ®))
Service vehicles andother. . . ................. 3,000 2,800 3,600 7 (22)
ACHVE UNIES . .o vttt et e 145,500 155,700 153,200 )] 2
Heldforsale ........... ... ..., 6,900 7,700 7,500 10) 3
Total. . 152,400 163,400 160,700 @) 2
Customer vehicles under contract maintenance . . ... . 34,400 35,500 31,500 3% 13%
Average vehicle count
By product line:
Full servicelease ... ..... ... ..., 118,800 118,100 116,400 1% 1%
Commercial rental . ........................ 29,400 33,900 35,800 13) ®)
Service vehicles and other. . .. ................ 2,900 3,300 3,500 ()] 6)
Active units ... ... . e 151,100 155,300 155,700 2) —_
Heldforsale ........... ... 0., 8,400 6,200 9,700 35 (36)
Total. . oo 159,500 161,500 165,400 1) )
Customer vehicles under contract maintenance ... ... 35,200 33,900 30,800 4% 10%

(1} Generally comprised of Class 1 through Class 6 type vehicles with a Gross Vehicle Weight (GVW) up to 26,000 pounds.
(2) Generally comprised of over the road on highway tractors and are primarily comprised of Classes 7 and 8 type vehicles with a GVW

of over 26,000 pounds.
(3) Generally comprised of dry, flatbed and refrigerated type trailers.

(4) Amounts were computed using a 24-point average based on monthly information.

Note: Prior year vehicle counts have been reclassified to conform to current year presentation.
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The totals in the previous table include the following non-revenue earning equipment for the global fleet
(number of units rounded to the nearest hundred):

December 31 Change
2009/ 2008/
Number of Units 2009 2008 2007 2008 2007
Not yet earning revenue (NYE) ..........ooovoivenvnnn 700 1,500 1,300 53)% 15%
No longer earning revenue (NLE):
Unitsheld forsale . .. ..o 6,900 7,700 7,500 10) 3
Other NLE UINIES + o v v v vt oo e iiiieeecinnaeso 2,900 2,900 2,400 - 21
Total & v o oo e e e et 10,500 12,100 11,200 13)% 8%

NYE units represent new vehicles on hand that are being prepared for deployment to a lease customer or
into the rental fleet. Preparations include activities such as adding lift gates, paint, decals, cargo area and
refrigeration equipment. For 2009, the number of NYE units decreased compared with prior year consistent
with lower new replacement lease activity. NLE units represent all vehicles held for sale and vehicles for
which no revenue has been earned in the previous 30 days. Accordingly, these vehicles may be temporarily
out of service, being prepared for sale or awaiting redeployment. For 2009, the number of NLE units
decreased compared with the prior year because of lower used vehicle inventory levels. For 2008, the number
of NLE units increased slightly compared with the prior year because of the decline in commercial rental
demand. We expect NLE levels in 2010 to be consistent with 2009.

Supply Chain Solutions

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007

(Dollars in thousands)

U.S. operating revenue:

AUtOMOLIVE . . o v oo eeievi e oo e $ 335,119 499,389 506,264 3% 1%
High-tech and Consumer . ................ 210,659 257,591 234,931 (18) 10
Industrial and Other. . . .. .. .. it 158,379 139,095 132,044 14 5
U.S. Operating revenue. . . ... .....ouevrss--- 704,157 896,075 873,239 1) 3
International operating revenue . ............. 251,252 311,448 311,259 19) —
Total operating revenue™ .. ............. 955409 1,207,523 1,184,498 (21) 2
Subcontracted transportation . ........... ... 184,502 222,109 853,688 17 (74)
TOtal TEVEIUE . « v v v eeveev v vmneeae e $1,139,911 1,429,632 2,038,186 200% (30)%
Segment NBT .. .....oonniiiianinennn $ 35,700 56,953 60,229 BN% (5%
Segment NBT as a % of total revenue ......... 3.1% 4.0% 3.0% (90) bps 100 bps
Segment NBT as a % of operating revenue™ . . . . 3.7% 4.7% 5.1% (100) bps (40) bps
Memo: Fuel costs® . .. ... $ 64915 136400 114,773 (52)% 19%

(1) We use operating revenue, a non-GAAP financial measure, to evaluate the operating performance of our SCS business segment and
as a measure of sales activity. Subcontracted transportation is excluded from our operating revenue computation as subcontracted
transportation is largely a pass-through to customers. We realize minimal changes in profitability as a result of fluctuations in
subcontracted transportation.

(2) Fuel costs are largely a pass-through to customers and therefore have a direct impact on revenue.
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2009 versus 2008

Total revenue decreased 20% in 2009 to $1.14 billion and operating revenue decreased 21% in 2009 to
$955 million. Total revenue and operating revenue decreased as a result of lower automotive production,
overall freight volumes and fuel cost pass-throughs. For 2009, SCS total revenue and operating revenue
included an unfavorable foreign currency exchange impact of 2.4% and 2.0%, respectively. We expect
unfavorable operating revenue comparisons next year reflecting the impact of non-renewed automotive
contracts. General Motors Corporation (GM) accounted for approximately 13% and 14% of SCS total and
operating revenue in 2009, respectively, and is comprised of multiple contracts in North America. In the U.S.,
we provide supply chain management and other transportation-related solutions supporting twelve GM plants
and operations; three of these operations closed in 2009 as a result of GM’s U.S. reorganization plan. For
2009, revenue associated with the three closed Ryder-supported GM locations totaled approximately
$20 million, representing 2% of SCS revenue and 14% of GM revenue,

SCS NBT decreased 37% in 2009 to $36 million primarily due to significantly reduced North American
automotive volumes which decreased NBT by $19 million, including costs incurred upon the termination of
certain automotive operations. During the second quarter of 2009, several of our automotive customers filed
for bankruptcy, including our largest customer, GM. We did not realize any losses on our pre-petition accounts
receivable with any of these customers.

2008 versus 2007

Total revenue decreased 30% in 2008 to $1.43 billion as a result of net reporting of a transportation
management arrangement previously reported on a gross basis. Effective January 1, 2008, our contractual
relationship with a significant customer for certain transportation management services changed, and we
determined, after a formal review of the terms and conditions of the services, that we were acting as an agent
based on the revised terms of the arrangement. As a result, total revenue and subcontracted transportation
expense decreased by $640 million in 2008. Operating revenue grew 2% due to new and expanded business
and higher fuel cost pass-throughs and was offset by lower automotive volumes, especially in the fourth
quarter of 2008. For 2008, GM accounted for approximately 16% and 18% of SCS total and operating
revenue, respectively.

SCS NBT decreased 5% in 2008 to $57 million largely driven by lower operating results related to the
start-up of a U.S. based operation. NBT was also impacted by higher overhead spending from increased sales
and marketing investments and facility relocation costs slightly offset by lower incentive-based compensation.
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Dedicated Contract Carriage

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
“(Dollars in thousands)
Operating revenue” . . . .. P $456,598 536,754 552,891  (15)% (3)%
Subcontracted transportation . . . ... . ... Ce 14,358 , 10,997 14,749 31 (25)
Total revenue . ....... e e e $470,956 547,751 567,640 (14) % 4)%
Segment NBT. ............ ... ... ... ... ..... $ 37,643 49,628 47,409 24 % 5%
Segment NBT as a % of total revenue . . ............ 8.0% 9.1% 8.4%  (110) bps -~ 70 bps
Segment NBT as a % of operating revenue™. .. ... ... ' _82% 9.2% 8.6% (100) bps 60 bps
Memo: Fuel costs™® ...... ... ... .. ... ..., . $ 69,858 123003 107,140  (43)% 15%

(1) We use operating revenue, a non-GAAP financial measure, to evaluate the operating performance of our DCC business segment and
as a measure of sales activity. Subcontracted transportation is excluded from our operating revenue computation as subcontracted

transportation is largely a pass-through to customers. We realize minimal changes in profitability as a result of fluctuations in

subcontracted transportation.

(2) Fuel costs are largely a pass-through to customers and therefore have a direct impact on revenue.

2009 versus 2008

Total revenue declined 14% in 2009 to $471 million and operating revenue declined 15% in 2009 to

$457 million as a result of lower fuel cost pass-throughs, lower freight volumes and non-renewal of customer
contracts. We expect unfavorable operating revenue comparisons next year because of slightly lower freight

volumes.

DCC NBT decreased 24% in 2009 to $38 million as a result of lower revenue, and to a lesser extent'
increased self-insurance costs. The increase in self—msurance costs reflects less favorable development in

estimated prior years’ self-insured loss reserves.

2008 versus 2007

Total revenue declined 4% in 2008 to $548 million and operating revenue declined 3% in 2008 to
$537 million as a result of the non-renewal of certain customer contracts partially offset by the pass-through

of higher fuel costs.

DCC NBT increased 5% in 2008 to $50 million as a result of better operating performance partially

offset by higher safety and insurance costs. The increase in safety and insurance costs reflects less favorable

development in estimated prior years’ self-insured loss reserves.
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Central Support Services

Years ended December 31 Change
2009/ 2008/
2009 2008 2007 2008 2007
(Dollars in thousands)
Human reSoUurces . . ..o v i ie et iiee e $ 14,707 15,943 16,504 8% (3%
FINAnce . .. ...ttt e e e e 51,353 55,835 58,209 8 4)
Corporate services and public affairs. ............... 11,556 13,117 12,124 12) 8
Information technology. .............. ... ... .... 52,826 57,538 54,826 6] 5
Health andsafety . ........... .. ... .. ... ... 6,673 7,754 7,973 14) 3)
Other. . ... e e 30,450 34,847 40,383 a3 49
Total CSS................ PSR e 167,565 185,034 190,019 ¢ 3
Allocation of CSS to business segments ............. (131,731) (146,732) (146,015) 10 ——
Unallocated CSS. .. ... ... $ 35,834 38,302 44,004 ©6)% (13)%

2009 versus 2008

Total CSS costs decreased 9% in 2009 to $168 million reflecting lower spending across all functional
areas as a result of cost reduction actions implemented in early 2009 and lower incentive-based compensation.
These items were partially offset by higher professional fees on cost savings initiatives. Unallocated CSS costs
decreased 6% in 2009 to $36 million due to lower incentive-based compensation offset slightly by higher
spending on cost savings initiatives.

2008 versus 2007

Total and unallocated CSS costs decreased 3% and 13%, respectively, in 2008 to $185 million and
$38 million, respectively, because of lower foreign currency transaction losses, reduced severance costs and
lower share-based compensation expense due to a 2007 charge related to the accelerated amortization of
restricted stock unit expense.
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FOURTH QUARTER CONSOLIDATED RESULTS
Three months ended December 31 Change
2009 2008 2009/ 2008

(Dollars and shares in thousands,
except per share amounts)

TOtA] TEVENUE .« & o v v v v v oo e e e ettt e e $1,246,968 1,337,203 (7%
OpErating TEVENUE . . ..o vve e e eeenenee et naeeens $1,019,822 1,087,253 6)%
Earnings from continuing operations before income taxes ... ... $ 31,800 75,351 (58)%
Provision fOr inCOME taXes . « . v v v v e v vt e et inae e 8,130 24,889 67)
Earnings from continuing operations. .. ................... 23,670 50,462 (53)
Loss from discontinued operations, netof tax ... ............ (15,422) (39,817) (61)
NEt @aIMINES. « o ¢ v v v vv e v ee e ie i ia e $ 8,248 10,645 (23)%
Earnings (loss) per common share — Diluted

Continuing Operations. . .. .......vereereenenaeen.n $ 0.43 091 (53)%

Discontinued OPerations . . ... ....vvvrvrouaeeeeneeennn (0.28) 0.71) 61)

NEt CAIMINES . .« o o v v vovee e e et e $ 0.15 0.19 21D %
Weighted-average shares outstanding — Diluted . ............ 54,235 55,233 )%

Total revenue decreased 7% in the fourth quarter of 2009 to $1.25 billion primarily due to lower
operating revenue in all our business segments. The decrease in total revenue was also impacted by lower fuel
volumes and, to a lesser extent, fuel prices, partially offset by favorable foreign exchange rate movements.
Operating revenue decreased 6% to $1.02 billion in the fourth quarter of 2009 primarily due to lower full
service lease and commercial rental revenue and lower automotive volumes partially offset by favorable
exchange movements. Total revenue and operating revenue in the fourth quarter of 2009 included a favorable
foreign exchange impact-of 1.3% and 1.5%, respectively.

NBT from continuing operations decreased 58% in the fourth quarter of 2009 to $32 million which
reflects significantly lower earnings in our FMS business segment. The decline was driven by decreased global
full service lease results, higher pension expense, reduced global commercial rental performance and lower
results from used vehicle sales operations. To a lesser extent, earnings in our SCS and DCC business segments
were impacted by higher self-insurance costs.

Earnings from continuing operations in the fourth quarter of 2009 included an income tax benefit of
$4 million or $0.07 per diluted common share related primarily to changes in Canadian income tax laws.
Earnings from continuing operations in the fourth quarter of 2008 included an income tax benefit of
$8 million, or $0.14 per diluted common share associated with reversal of reserves for uncertain tax positions
due to the expiration of the statutes of limitation in various jurisdictions.

We previously announced a plan to discontinue SCS operations in South America and Europe. During the
third quarter of 2009, we ceased customer operations in all South American markets and part of Europe.
During the fourth quarter of 2009, we ceased SCS customer operations in all of Europe. Accordingly, results
of these operations are reported as discontinued operations for all periods presented. Pre-tax losses from
discontinued operations totaled $15 million ($15 million after-tax or $0.28 per diluted common share) in the
fourth quarter of 2009 including accumulated foreign currency translation losses of $14 million ($14 million
after-tax or $0.26 per diluted common share) associated with the substantial liquidation of investments in
certain discontinued operations. Pre-tax losses from discontinued operations totaled $42 million in the fourth
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quarter of 2008 and included $41 million of restructuring charges and other items primarily related to
severance and employee-related costs, impairment charge and contract termination costs.

FOURTH QUARTER OPERATING RESULTS BY BUSINESS SEGMENT

Three months ended December 31 Change
2009 2008 2009/2008
(Dollars in thousands)
Revenue:
Fleet Management Solutions . . ....................... $ 900,219 977,122 8)%
Supply Chain Solutions. . . ............ ... ... u..... 302,085 319,040 )
Dedicated Contract Carriage . ... ..., 119,267 126,209 6)
Eliminations . . ... ...t e (74,603) (85,168) 12
Total. ..o $1,246,968 1,337,203 7N %
Operating Revenue:
Fleet Management Solutions . . .. ...........ouurur.... $ 699,452 737,498 (5)%
Supply Chain Solutions. . ........................... 247,596 271,069 ¢))
Dedicated Contract Carriage . . .............ccuuuo.... 113,444 123,624 )]
EHminations . . .. ...ttt e (40,670) (44,938) 9
Total. . ... $1,019,822 1,087,253 (6) %
NBT:
Fleet Management Solutions . ... ............uvuvo.... $ 31,946 86,071 (63)%
Supply Chain Solutions. . ........................... 11,739 17,126 a3n
Dedicated Contract Carriage . ... .............ouuun... 6,922 12,720 (46)
Eliminations . . ... ... ...t (4,883) (8,399) 42
: _ 45,724 107,518 &7
Unallocated Central Support Services .. .................. (11,253) (9,037) (25)
Restructuring and other charges, net and other items . . ... .. .. 2,671) (23,130) NM
Earnings from continuing operations before income taxes . . . . . $ 31,800 75,351 (58)%

Fleet Management Solutions

Total revenue decreased 8% to $900 million in the fourth quarter of 2009 reflecting lower operating
revenue and lower fuel services revenue due to reduced volume and to a lesser extent lower prices. Operating
revenue decreased 5% to $699 million in the fourth quarter of 2009 because of lower full service lease
revenue from customer fleet downsizings and lower commercial rental revenue reflecting weak global market
demand and lower pricing. FMS total revenue and operating revenue in the fourth quarter of 2009 included a
favorable foreign exchange impact of 1.3% and 1.6%, respectively.

FMS NBT decreased 63% to $32 million in the fourth quarter of 2009 reflecting lower global full service
lease results, higher pension expense, a decline in commercial rental demand and lower used vehicle sales
results. These items were partially offset by cost reduction initiatives, including workforce reductions
implemented in early 2009.

Supply Chain Solutions

Total revenue decreased 5% to $302 million in the fourth quarter of 2009 and operating revenue
decreased 9% to $248 million in the fourth quarter of 2009. Both total revenue and operating revenue declined
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primarily due to lower automotive and other freight volumes partially offset by favorable foreign exchange
rate movements. In the fourth quarter of 2009, SCS total revenue and operating revenue both included a
favorable foreign currency exchange impact of 2%.

SCS NBT decreased 31% to $12 million in the fourth quarter of 2009 because of higher self-insurance
costs compared with favorable claims experience in the prior year and shutdown costs related to the
termination of certain automotive operations.

Dedicated Contract Carriage

Total revenue decreased 6% to $119 million in the fourth quarter of 2009 and operating revenue
decreased 8% to $113 million in the fourth quarter of 2009. Both total revenue and operating revenue
decreased due to the non-renewal of customer contracts and reduced freight volumes.

DCC NBT decreased 46% to $7 million in the fourth quarter of 2009 because of higher self-insurance
costs compared with favorable claims experience in the prior year and a decline in revenue.

Central Support Services

Unallocated CSS costs increased 25% to $11 million in the fourth quarter of 2009 because of higher
professional fees associated with cost savings initiatives.

FINANCIAL RESOURCES AND LIQUIDITY
Cash Flows

The following is a summary of our cash flows from operating, financing and investing activities from
continuing operations:
Years ended December 31
2009 2008 2007
(In thousands)

Net cash provided by (used in):

Operating activities .. ........ ...t nnn $ 984,956 1,248,169 1,096,559
Financing activities . . ... ... ..ot (542,016) (148,152)  (304,600)
Investing activities ... .......ouvuirinennn i (448,610) (1,103,468)  (811,202)
Effect of exchange rate changesoncash . ...................... 1,794 1,408 6,734
Net change in cash and cash equivalents ................... $ (3,876) (2,043) (12,509)

Cash provided by operating activities from continuing operations decreased $263 million in 2009 because
of lower cash-based earnings and higher pension contributions. Cash used in financing activities increased
$394 million in 2009 reflecting higher net debt repayments resulting from less borrowing needs to fund capital
spending, including acquisitions. Cash used in investing activities decreased $655 million in 2009 compared
primarily due to lower vehicle capital spending and acquisition-related payments in 2009.

Cash provided by operating activities from continuing operations increased $152 million in 2008 because
of higher cash-based earnings and reduced working capital needs primarily from improved accounts receivable
collections. Cash used in financing activities decreased $156 million in 2008 because of higher borrowing
needs to fund net capital spending, including acquisitions. Cash used in investing activities increased
$292 million in 2008 primarily due to acquisition-related payments and lower proceeds from sales of revenue
earning equipment which included proceeds of $150 million from a sale-leaseback transaction in 2007. This
increase was partially offset by lower vehicle capital spending.

Our principal sources of operating liquidity are cash from operations and proceeds from the sale of
revenue earning equipment. We refer to the sum of operating cash flows, proceeds from the sales of revenue
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earning equipment and operating property and equipment, sale and leaseback of revenue earning equipment,
collections on direct finance leases and other cash inflows as “total cash generated.” We refer to the net
amount of cash generated from operating and investing activities (excluding changes in restricted cash and
acquisitions) as “free cash flow.” Although total cash generated and free cash flow are non-GAAP financial
measures, we consider them to be important measures of comparative operating performance. We also believe
total cash generated to be an important measure of total cash inflows generated from our ongoing business
activities. We believe free cash flow provides investors with an important perspective on the cash available for
debt service, acquisitions and for shareholders after making capital investments required to support ongoing
business operations. Our calculation of free cash flow may be different from the calculation used by other
companies and therefore comparability may be limited.

The following table shows the sources of our free cash flow computation:

Years ended December 31

2009 2008 2007
(In thousands)
Net cash provided by operating activities .. ................... $ 984,956 1,248,169 1,096,559
Sales of revenue earning equipment . .. ...................... 211,002 257,679 354,736
Sales of operating property and equipment . .. ................. 4,634 3,727 18,725
Collections on direct finance leases ... .........cuuvnuu... 65,242 61,096 62,346
Sale and leaseback of revenue earning equipment .. ............. —_ — 150,348
Other, met .. ... .. 209 395 1,588
Total cash generated. . ........... ... ... 00 uuuiinnnn... 1,266,043 1,571,066 1,684,302
Purchases of property and revenue earning equipment. . .......... (651,953) (1,230,401) (1,304,033)
Freecashflow ......... ... . . . . . . .. . . ... $ 614,090 340,665 380,269

Free cash flow increased to $614 million in 2009 compared with $341 million in 2008 as lower net
capital expenditures were partially offset by lower cash-based earnings and higher pension contributions. Free
cash flow decreased to $341 million in 2008 compared with $380 million in 2007 because of lower proceeds
from sales of revenue earning equipment, primarily from the $150 million sale-leaseback transaction in 2007.
This decrease was partially offset by higher cash flows from operations and lower cash payments for vehicle
capital spending. We expect free cash flow in 2010 to be approximately $250 million reflecting higher capital
expenditures, partially offset by lower pension contributions.

Capital expenditures are generally used to purchase revenue earning equipment (trucks, tractors, trailers)
within our FMS segment. These expenditures primarily support the full service lease product line and also the ,
commercial rental product line. The level of capital required to support the full service lease product line
varies directly with the customer contract signings for replacement vehicles and growth. These contracts are
long-term agreements that result in predictable cash flows typically over a three to seven year term for trucks _
and tractors and up to ten years for trailers. The commercial rental product line utilizes capital for the N
purchase of vehicles to replenish and expand the fleet available for shorter-term use by contractual or
occasional customers. Operating property and equipment expenditures primarily relate to FMS and SCS
spending on items such as vehicle maintenance facilities and equipment, computer and telecommunications 7
equipment, investments in technologies and warehouse facilities and equipment.
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The following is a summary of capital expenditures:

Years ended December 31
2009 2008 2007
(In thousands)

Revenue earning equipment:

Full service lease ......... oo $547,750 985,924 888,734
Commercial rental. . ... ... . e 7,436 171,128 218,830
855,186 1,157,052 1,107,564
Operating property and equipment. .. .. ......o.vuirnernenn.. 56,216 108,284 74,069
Total capital expenditures™ . ... ... ... ... .. ... o . 611,402 1,265,336 1,181,633
Changes in accounts payable related to purchases of revenue earning
EQUIPIIENE . . . . v\ttt et 40,551 (34,935) 122,400
Cash paid for purchases of property and revenue earning equipment ... $651,953 1,230,401 1,304,033

(1) Capital expenditures exclude non-cash additions of approximately $2 million, $1 million, and $11 million in 2009, 2008, and 2007,
respectively, in assets held under capital leases resulting from the extension of existing operating leases and other additions.

Capital expenditures decreased 52% to $611 million in 2009 as a result of reduced full service lease
vehicle spending due to lower new and replacement sales in the current global economic environment, as well
as increased use of lease term extensions and used vehicle redeployments. Additionally, the decrease reflects
planned minimal spending on transactional commercial rental vehicles. Capital expenditures increased 7% to
$1.27 billion in 2008 as a result of higher full service lease spending for replacement and expansion of
customer fleets and reduced spending on transactional commercial rental vehicles to meet market demand. We
expect capital expenditures to increase to approximately $1.1 billion, including an estimated $270 million to
refresh an aging commercial rental fleet. We expect to fund 2010 capital expenditures with both internally
generated funds and additional financing.

Working Capital

December 31

2009 2008

(Dollars in thousands)
CUITENE ASSEES .+ o o o v v et e et et e e e e e et e e ettt et $880,373 $ 957,581
Current Habilitles . .. o vttt i e e e e e 850,274 1,111,165
WOrking Capital . . ...ttt $ 30,099 $ (153,584)

Our net working capital (current assets less current liabilities) was $30 million at December 31, 2009
compared with negative $154 million at December 31, 2008. The increase in net working capital was
primarily due to a decrease of $152 million in short-term debt. Excluding the decline in short-term debt,
working capital increased $32 million in 2009 because of the payment of restructuring related reserves and
incentive compensation. This increase was partially offset by a decline in accounts receivables as we
discontinued operations and experienced volume declines.

Financing and Other Funding Transactions

We utilize external capital primarily to support working capital needs and growth in our asset-based
product lines. The variety of financing alternatives typically available to fund our capital needs include
commercial paper, long-term and medium-term public and private debt, asset-backed securities, bank term
loans, leasing arrangements and bank credit facilities. Our principal sources of financing are issuances of
commercial paper and medium-term notes.
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Our ability to access unsecured debt in the capital markets is linked to both our short-term and long-term
debt ratings. These ratings are intended to provide guidance to fixed income investors in determining the
credit risk associated with particular Ryder securities based on current information obtained by the rating
agencies from us or from other sources. Lower ratings generally result in higher borrowing costs as well as
reduced access to unsecured capital markets. A downgrade of our short-term debt ratings to a lower tier would
impair our ability to issue commercial paper. As a result, we would have to rely on alternative funding
sources. A downgrade of our debt ratings would not affect our ability to borrow amounts under our revolving
credit facility described below, given ongoing compliance with the terms and conditions of the credit facility.

Our debt ratings at December 31, 2009 were as follows:

Short-term  Long-term Outlook
Moody’s Investors Service . ............. P2 Baal Stable (reaffirmed February 2009)
Standard & Poor’s Ratings Services .. .. .. A2 BBB+ Negative (lowered January 2009)
Fitch Ratings ......... F F2 A— Stable (reaffirmed March 2009)

We believe that our operating cash flow, together with our access to commercial paper markets and other
available debt financing, will be adequate to meet our operating, investing and financing needs in the
foreseeable future. However, there can be no assurance that unanticipated volatility and disruption in
commercial paper markets would not impair our ability to.access these markets on terms commercially
acceptable to us or entirely. If we cease to have access to commercial paper and other sources of unsecured
borrowings, we would meet our liquidity needs by drawing upon contractually committed lending agreements
as described below and/or by seeking other funding sources.

In April 2009, we executed a new $875 million global revolving credit facility with a syndicate of
thirteen lending institutions led by Bank of America N.A., Bank of Tokyo-Mitsubishi UFJ, Ltd, Mizuho
Corporate Bank, Ltd., Royal Bank of Scotland Plc and Wells Fargo N.A. This facility replaced a $870 million
credit facility that was scheduled to matare in May 2010. The new global credit facility matures in April 2012
and is used primarily to finance working capital and provide support for the issuance of unsecured commercial
paper in the U.S. and Canada. This facility can also be used to issue up to $75 million in letters of credit
(there were no letters of credit outstanding against the facility at December 31, 2009). At our option, the
interest rate on borrowings under the credit facility is based on LIBOR, prime, federal funds or local
equivalent rates. The credit facility’s current annual facility fee is 37.5 basis points, which applies to the total
facility size of $875 million. This fee ranges from 22.5 basis points to 62.5 basis points and is based on
Ryder’s long-term credit ratings. The credit facility contains no provisions limiting its availability in the event
of a material adverse change to Ryder’s business operations; however, the credit facility does contain standard
representations and warranties, events of default, cross-default provisions, and certain affirmative and negative
covenants. In order to maintain availability of funding, we must maintain a ratio of debt to consolidated
tangible net worth of less than or equal to 300%. Tangible net worth, as defined in the credit facility, includes
50% of our deferred federal income tax liability and excludes the book value of our intangibles. The ratio at
December 31, 2009 was 155%. At December 31, 2009, $681 million was available under the credit facility. At
December 31, 2009, no foreign borrowings were outstanding under the facility.

We have a trade receivables purchase and sale program, pursuant to which we sell certain of our domestic
trade accounts receivable to a bankruptcy remote, consolidated subsidiary of Ryder, that in turn may sell, on a
revolving basis, an ownership interest in certain of these accounts receivable to a receivables conduit or
committed purchasers. We use this program to provide additional liquidity to fund our operations, particularly
when it is cost effective to do so. The costs under the program may vary based on changes in interest rates. In
October 2009, we renewed the trade receivables purchase and sale program. The available proceeds amount
that may be received under the program was reduced at that time from $250 million to $175 million at our
election based on our projected financing requirements. If no event occurs which causes early termination, the
364-day program will expire on October 29, 2010. The program contains provisions restricting its availability
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in the event of a material adverse change to our business operations or the collectibility of the collateralized
receivables. At December 31, 2009, no amounts were outstanding under the program. At December 31, 2008,
$190 million was outstanding under the program and was included within “Short-term debt and current portion
of long-term debt” on our Consolidated Balance Sheets. At December 31, 2008, the amount of collateralized
receivables under the program was $210 million.

Historically, we have established asset-backed securitization programs whereby we sell beneficial interests
in certain long-term vehicle leases and related vehicle residuals to a bankruptcy-remote special purpose entity
that in turn transfers the beneficial interest to a special purpose securitization trust in exchange for cash. The
securitization trust funds the cash requirement with the issuance of asset-backed securities, secured or
otherwise collateralized by the beneficial interest in the long-term vehicle leases and the residual value of the
vehicles. The securitization provides us with further liquidity and access to additional capital markets based on
market conditions. On June 18, 2008, a special purpose bankruptcy-remote subsidiary wholly-owned by Ryder,
filed a registration statement on Form S-3 with the Securities and Exchange Commission (SEC) for the
registration of $600 million in asset-backed notes. The registration statement became effective on November 6,
2008 and allows us to access the public asset-backed securities market for three years, subject to market
conditions. Based on current market conditions, we do not expect to utilize this program in the near term.

On February 27, 2007, Ryder filed an automatic shelf registration statement on Form S-3 with the
Securities and Exchange Commission. The registration is for an indeterminate number of securities and is
effective for three years. Under this universal shelf registration statement, we have the capacity to offer and
sell from time to time various types of securities, including common stock, preferred stock and debt securities,
subject to market demand and ratings status. We intend to file a new shelf registration with the SEC before the
current registration statement expires.

In August 2008, we issued $300 million of unsecured medium-term notes maturing in September 2015.
The proceeds from the notes were used for general corporate purposes. If the notes are downgraded following,
and as a result of, a change of control, the note holder can require us to repurchase all or a portion of the
notes at a purchase price equal to 101% of the principal amount plus accrued and unpaid interest. Our other
outstanding unsecured U.S. notes are not subject to change of control repurchase obligations. See Note 16,
“Debt,” for other issuances under this registration statement. '

In September 2009, we completed a $100 million debt tender offer at a total cost of $104 million. We
purchased $50 million aggregate principal amount of outstanding 5.95% medium-term notes maturing May
2011 and $50 million aggregate principal amount of outstanding 4.625% medium-term notes maturing April
2010. We recorded a pre-tax debt extinguishment charge of $4 million which included $3 million for the
premium paid, and $1 million for the write-off of unamortized original debt discount and issuance costs and
fees on the transaction.

At December 31, 2009, we had the following amounts available to fund operations under the
aforementioned facilities:

(In millions)
Global revolving credit facility . . .......... .. ... ... . i $681
Trade receivables PrOgram . . .. .. ... .ttt e e 175
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The following table shows the movements in our debt balance:

Years ended December 31

2009 2008
(In thousands)
Debt balance at January 1 ... ....... ... . .. $2.862,799 2,776,129
Cash-related changes in debt: ‘
Net change in commercial paper borrowings . .. ..............vuuuee.... | 148,256 (522,312)
Proceeds from issuance of medium-term notes. . . ... ...ovoi it — 550,000
Proceeds from issuance of other debt instruments . ....................... 2,014 194,004
Retirement of medium-term notes and debentures . ... .................... (276,000) (90,000)
Other debt repaid, including capital lease obligations. . .................... (243,710) (28,641)
Net change from discontinued operations ................c.couvunen.n... (9,427) (2,478)

(378,867) 100,573
Non-cash changes in debt:

Fair market value adjustment on notes subject to hedging .................. (6,290) 18,391
Addition of capital lease obligations . ... ........ ... .ot 1,949 1,430
Changes in foreign currency exchange rates and other non-cash items ......... 18,100 (33,724)
Total changes indebt . ........ ... . .. ... 0 (365,108) 86,670
Debt balance at December 31 ... ... ... .. .. ..t $2,497,691 2,862,799

In accordance with our funding philosophy, we attempt to match the aggregate average remaining
re-pricing life of our debt with the aggregate average remaining re-pricing life of our assets. We utilize both
fixed-rate and variable-rate debt to achieve this match and generally target a mix of 25% - 45% variable-rate
debt as a percentage of total debt outstanding. The variable-rate portion of our total obligations (including
notional value of swap agreements) was 26% at both December 31, 2009 and 2008.

Ryder’s leverage ratios and a reconciliation of on-balance sheet debt to total obligations were as follows:

December 31, % December 31, %
2009 of Equity 2008 of Equity
(Dollars in thousands)

On-balance sheetdebt ........................... $2,497,691 175% $2,862,799 213%
Off-balance sheet debt — PV of minimum lease payments

and guaranteed residual values under operating leases for

vehicles™™ .. ... 118,828 163,039

Total obligations .............................. $2,616,519 183% $3,025,838 225%

(1) Present value (PV) does not reflect payments we would be required to make if we terminated the related leases prior to the
scheduled expiration dates.

On-balance sheet debt to equity consists of balance sheet debt divided by total equity. Total obligations to
equity represents balance sheet debt plus the present value of minimum lease payments and guaranteed
residual values under operating leases for vehicles, discounted based on our incremental borrowing rate at
lease inception, all divided by total equity. Although total obligations is a non-GAAP financial measure, we
believe that total obligations is useful as it provides a more complete analysis of our existing financial
obligations and helps better assess our overall leverage position. The decrease in our leverage ratios in 2009
was driven by reduced funding needs to support our contractual full service lease business and our commercial
rental business.
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Off-Balance Sheet Arrangements

Sale and leaseback transactions. We periodically enter into sale and leaseback transactions in order to
lower the total cost of funding our operations, to diversify our funding among different classes of investors
(e.g., regional banks, pension plans, insurance companies, etc.) and to diversify our funding among different
types of funding instruments. These sale-leaseback transactions are often executed with third-party financial
institutions. In general, these sale-leaseback transactions result in a reduction in revenue earning equipment
and debt on the balance sheet, as proceeds from the sale of revenue earning equipment are primarily used to
repay debt. Accordingly, sale-leaseback transactions will result in reduced depreciation and interest expense
and increased equipment rental expense.

Our sale-leaseback transactions contain limited guarantees by us of the residual values of the leased
vehicles (residual value guarantees) that are conditioned upon disposal of the leased vehicles prior to the end
of their lease term. The amount of future payments for residual value guarantees will depend on the market for
used vehicles and the condition of the vehicles at time of disposal. See Note 19, “Guarantees,” in the Notes to
Consolidated Financial Statements for additional information. In May 2007, we completed a sale-leaseback
transaction of revenue earning equipment with a third party and this transaction qualified for off-balance sheet
operating lease treatment. Proceeds from the sale-leaseback transaction totaled $150 million. We did not enter
into any sale-leaseback transactions during the years ended December 31, 2009 and 2008.

Guarantees. We executed various agreements with third parties that contain standard indemnifications
that may require us to indemnify a third party against losses arising from a variety of matters such as lease
obligations, financing agreements, environmental matters, and agreements to sell business assets. In each of
these instances, payment by us is contingent on the other party bringing about a claim under the procedures
outlined in the specific agreement. Normally, these procedures allow us to dispute the other party’s claim.
Additionally, our obligations under these agreements may be limited in terms of the amount and/or timing of
any claim. We have entered into individual indemnification agreements with each of our independent directors,
through which we will indemnify such director acting in good faith against any and all losses, expenses and
liabilities arising out of such director’s service as a director of Ryder. The maximum amount of potential
future payments under these agreements is generally unlimited.

We cannot predict the maximum potential amount of future payments under certain of these agreements,
including the indemnification agreements, due to the contingent nature of the potential obligations and the
distinctive provisions that are involved in each individual agreement. Historically, no such payments made by
Ryder have had a material adverse effect on our business. We believe that if a loss were incurred in any of
these matters, the loss would not result in a material adverse impact on our consolidated results of operations
or financial position. The total amount of maximum exposure determinable under these types of provisions at
December 31, 2009 and 2008 was $11 million and $14 million, respectively, and we accrued $9 million in
2009 and $1 million in 2008, as a corresponding liability. See Note 19, “Guarantees,” in the Notes to
Consolidated Financial Statements for further discussion.
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Contractual Obligations and Commitments

As part of our ongoing operations, we enter into arrangements that obligate us to make future payments

under contracts such as debt agreements, lease agreements and unconditional purchase obligations. The
following table summarizes our expected future contractual cash obligations and commitments at
December 31, 2009:

2010 2011- 2012 2013- 2014 Thereafter Total
(In thousands)

Debt ............ $230,752 871,995 611,763 772,170 2,486,680
Capital lease obligations. . ... ........ ... 1,865 3,356 3,456 2,334 11,011
Total debt, including capital leases™ . ... 232,617 875351 615,219 774,504 2,497,691
Interest on debt®. .. ... ... ... .. . .. .. .. 122,191 192,125 122,864 167,551 604,731
Operating leases™ .. ... ...... .. ... .. .. 79,234 149,743 75,357 34,041 338,375
Purchase obligations™ . .. ... ... . .. ... .. 214,829 20,100 10,997 12,674 258,600
Total contractual cash obligations . ... .. 416,254 361,968 209,218 214,266 1,201,706
Insurance obligations™® ... ... .. .. ... ... 111,144 90,779 34,568 25,698 262,189
Other long-term liabilities®™® . 8,707 2,368 1,756 45,044 57,875
Total ........................... $768,722 1,330,466 860,761 1,059,512 4,019,461

(1) Net of unamortized discount.

(2)

(3)

(4

(5)
(6)

7)

(8)

Total debt matures at various dates through fiscal year 2025 and bears interest principally at fixed rates. Interest on variable-rate
debt is calculated based on the applicable rate at December 31, 2009. Amounts are based on existing debt obligations, including
capital leases, and do not consider potential refinancings of expiring debt obligations.

Represents future lease payments associated with vehicles, equipment and properties under operating leases. Amounts are based
upon the general assumption that the leased asset will remain on lease for the length of time specified by the respective lease
agreements. No effect has been given to renewals, cancellations, contingent rentals or future rate changes.

The majority of our purchase obligations are pay-as-you-go transactions made in the ordinary course of business. Purchase
obligations include agreements to purchase goods or services that are legally binding and that specify all significant terms,
including: fixed or minimum quantities 1o be purchased; fixed minimum or variable price provisions; and the approximate timing of -
the transaction. The most significant item included in the above table are purchase obligations related to vehicles. Purchase orders
made in the ordinary course of business that are cancelable are excluded from the above table. Any amounts for which we are liable
under purchase orders for goods received are reflected in our Consolidated Balance Sheets as “Accounts payable” and “Accrued
expenses and other current liabilities.”

Insurance obligations are primarily comprised of self-insurance accruals.

Represents other long-term liability amounts reflected in our Consolidated Balance Sheets that have known payment streams. The
most significant items included were asset retirement obligations and deferred compensation obligations.

The amounts exclude our estimated pension contributions. For 2010, our pension contributions, including our minimum funding
requirements as set forth by ERISA and international regulatory bodies, are expected to be $17 million. Our minimum Sfunding
requirements after 2010 are dependent on several factors. However, we estimate that the undiscounted required global contributions
over the next five years is approximately $337 million (pre-tax) (assuming expected long-term rate of return realized and other
assumptions remain unchanged). We also have payments due under our other postretirement benefit (OPEB) plans. These plans are
not required to be funded in advance, but are pay-as-you-go. See Note 24, “Employee Benefit Plans,” in the Notes to Consolidated
Financial Statements for further discussion.

The amounts exclude $76 million of liabilities associated with uncertain tax positions as we are unable to reasonably estimate the
ultimate amount or timing of settlement. See Note 14, “Income Taxes,” in the Notes to Consolidated Financial Statements for further
discussion.
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Pension Information

Over the past few years, we have made the following amendments to our defined benefit retirement
plans: '

« In July 2009, our Board of Directors approved an amendment to freeze our United Kingdom (UK)
retirement plan for all participants effective March 31, 2010. '

e In July 2008, our Board of Directors approved an amendment to freeze the defined benefit portion of
our Canadian retirement plan effective January 1, 2010 for current participants who do not meet
certain grandfathering criteria.

+ In January 2007, our Board of Directors approved the amendment to freeze the U.S. pension plans
effective December 31, 2007 for current participants who did not meet certain grandfathering criteria.

As a result of these amendments, non-grandfathered plan participants will cease accruing benefits under
the plan as of the respective amendment effective date and will begin receiving an enhanced benefit under a
defined contribution plan. All retirement benefits earned as of the amendment effective date will be fully
preserved and will be paid in accordance with the plan and legal requirements. The freeze of the Canadian
defined benefit plan created a pre-tax curtailment gain in 2008 of $4 million. There was no material impact to
our financial condition and operating results from the other plan amendments in 2009 or 2007 ’

Due to the underfunded status of our defined benefit plans, we had an accumulated net pension equity
charge (after-tax) of $412 million and $480 million at December 31, 2009 and 2008, respectively. The lower
equity charge in 2009 reflects higher actual returns compared to the expected asset returns during 2009. The
total asset return for our U.S. qualified pension plan (our primary plan) was 23% in 2009.

The funded status of our pension plans is dependent upon many factors, including returns on invested
assets and the level of certain market interest rates. We review pension assumptions regularly and we may
from time to time make voluntary contributions to our pension plans, which exceed the amounts required by
statute. During 2009, total pension contributions, including our international plans, were $131 million
compared with $21 million in 2008. We made voluntary pension contributions of $102 million in 2009. We
estimate 2010 required pension contributions will be $17 million. After considering the 2009 contributions and
asset performance, the projected present value of estimated global pension contributions that would be
required over the next 5 years totals approximately $286 million (pre-tax). Changes in interest rates and the
market value of the securities held by the plans could materially change, positively or negatively, the
underfunded status of the plans and affect the level of pension expense and required contributions in future
years. The ultimate amount of contributions is also dependent upon the requirements of applicable laws and
regulations. See Note 24, “Employee Benefit Plans,” in the Notes to Consolidated Financial Statements for
additional information.

We participate in twelve U.S. multi-employer pension (MEP) plans that provide defined benefits to
employees covered by collective bargaining agreements. At December 31, 2009, approximately
1,100 employees (approximately 5% of total employees) participated in these MEP plans. The annual net
pension cost of the MEP plans is equal to the annual contribution determined in accordance with the
provisions of negotiated labor contracts. Our current MEP plan contributions total approximately $5 million.
Pursuant to current U.S. pension laws, if any MEP plan fails to meet certain minimum funding thresholds, we
could be required to make additional MEP plan contributions, until the respective labor agreement expires, of
up to 10% of current contractual requirements. Several factors could cause MEP plans not to meet these
minimum funding thresholds, including unfavorable investment performance, changes in participant
demographics, and increased benefits to participants. The plan administrators and trustees of the MEP plans
provide us with the annual funding notice as required by law. This notice sets forth the funded status of the
plan as of the beginning of the prior year but does not provide any company-specific information.

b
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Employers participating in MEP plans can elect to withdraw from the plans, contingent upon labor union
consent, and be subject to a withdrawal obligation based on, among other factors, the MEP plan’s unfunded
vested benefits. U.S. pension regulations provide that an employer can fund its withdrawal obligation in a
lump sum or over a time period of up to 20 years based on previous contribution rates. Based on the most
recently available plan information, collectively as of January 2009, we estimate our pre-tax contingent MEP
plan withdrawal obligation to be approximately $28 million. We have no current intention of taking any action
that would subject us to the payment of material withdrawal obligations; however, under applicable law, in
very limited circumstances, the plan trustee can impose these obligations on us.

Share Repurchase Programs and Cash Dividends

As discussed in Note 20, “Shareholders’ Equity,” in the Notes to Consolidated Financial Statements, in
December 2009, our Board of Directors authorized a share repurchase program intended to mitigate the
dilutive impact of shares issued under our various employee stock, stock option and employee stock purchase
plans. Under the December 2009 program, management is authorized to repurchase shares of common stock in
an amount not to exceed the number of shares issued to employees under the Company’s various employee
stock, stock option and employee stock purchase plans from December 1, 2009 through December 15, 2011.
The December 2009 program limits aggregate share repurchases to no more than 2 million shares of Ryder
common stock. Share repurchases of common stock are made periodically in open-market transactions and are
subject to market conditions, legal requirements and other factors. Management may establish prearranged
written plans for the Company under Rule 10b5-1 of the Securities Exchange Act of 1934 as part of the
December 2009 program, which allow for share repurchases during Ryder’s quarterly blackout periods as set
forth in the trading plan. We did not repurchase any shares under this program in 2009.

In December 2007, our Board of Directors authorized a $300 million discretionary share repurchase
program over a period not to exceed two years. Additionally, our Board of Directors authorized a separate
two-year anti-dilutive repurchase program. The anti-dilutive program limited aggregate share repurchases to no
more than 2 million shares of Ryder common stock. Towards the end of the third quarter of 2008, we paused
purchases under both programs given market conditions at that time. We resumed purchases under both
programs in the fourth quarter of 2009 through the end of the programs’ two year terms. In 2009 and 2008,
we repurchased and retired 2,348,909 shares and 2,615,000 shares, respectively, under the $300 million
program at an aggregate cost of $100 million and $170 million, respectively. In 2009 and 2008, we
repurchased and retired 377,372 shares and 1,363,436 shares, respectively, under the anti-dilutive program at
an aggregate cost of $16 million and $86 million, respectively.

Cash dividend payments to shareholders of common stock were $53 million in 2009, $52 million in 2008
and $50 million in 2007. During 2009, we increased our annual dividend to $1.00 per share of common stock.

Market Risk

In the normal course of business, we are exposed to fluctuations in interest rates, foreign currency
exchange rates and fuel prices. We manage these exposures in several ways, including, in certain
circumstances, the use of a variety of derivative financial instruments when deemed prudent. We do not enter
into leveraged derivative financial transactions or use derivative financial instruments for trading purposes.

Exposure to market risk for changes in interest rates exists for our debt obligations. Our interest rate risk
management program objectives are to limit the impact of interest rate changes on earnings and cash flows
and to lower overall borrowing costs. We manage our exposure to interest rate risk primarily through the
proportion of fixed-rate and variable-rate debt we hold in the total debt portfolio. From time to time, we also
use interest rate swap and cap agreements to manage our fixed-rate and variable-rate exposure and to better
match the repricing of debt instruments to that of our portfolio of assets. See Note 18, “Financial Instruments
and Risk Management,” in the Notes to Consolidated Financial Statements for further discussion on interest
rate swap agreements.
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At December 31, 2009, we had $1.90 billion of fixed-rate debt outstanding (excluding capital leases) with
a weighted-average interest rate of 5.2% and a fair value of $1.99 billion. A hypothetical 10% decrease or
increase in the December 31, 2009 market interest rates would impact the fair value of our fixed-rate debt by
approximately $20 million at December 31, 2009. Changes in the relative sensitivity of the fair value of our
financial instrument portfolio for these theoretical changes in the level of interest rates are primarily driven by
changes in our debt maturities, interest rate profile and amount.

At December 31, 2009, we had $591 million of variable-rate debt, including the impact of interest rate
swaps, which effectively changed $250 million of fixed-rate debt instruments with an interest rate of 6.0% to
LIBOR-based floating-rate debt with an interest rate of 2.90%. Changes in the fair value of the interest rate
swap were offset by changes in the fair value of the debt instruments and no net gain or loss was recognized
in earnings. The fair value of our interest rate swap agreement at December 31, 2009 was recorded as an asset
totaling $12 million. The fair value of our variable-rate debt at December 31, 2009 was $605 million. A
hypothetical 10% increase in market interest rates would have impacted 2009 pre-tax earnings from continuing
operations by approximately $1 million.

Exposure to market risk for changes in foreign currency exchange rates relates primarily to our foreign
operations’ buying, selling and financing in currencies other than local currencies and to the carrying value of
net investments in foreign subsidiaries. The majority of our transactions are denominated in U.S. dollars. The
principal foreign currency exchange rate risks to which we are exposed include the Canadian dollar, British
pound sterling and Mexican peso. We manage our exposure to foreign currency exchange rate risk related to
our foreign operations’ buying, selling and financing in currencies other than local currencies by naturally
offsetting assets and liabilities not denominated in local currencies to the extent possible. A hypothetical .
uniform 10% strengthening in the value of the dollar relative to all the currencies in which our transactions are
denominated would result in a decrease to pre-tax earnings from continuing operations of approximately
$2 million. We also use foreign currency option contracts and forward agreements from time to time to hedge
foreign currency transactional exposure. We generally do not hedge the translation exposure related to our net
investment in foreign subsidiaries, since we generally have no near-term intent to repatriate funds from such
subsidiaries. However, we had a $78 million cross-currency swap in place to hedge our net investment in a
foreign subsidiary which matured in 2007. As of December 31, 2009 the accumulated derivative net loss in
“Accumulated other comprehensive loss” was $17 million, net of tax, and will be recognized in earnings upon
sale or repatriation of our net investment. At December 31, 2008, we also had forward foreign currency
exchange contracts with an aggregate fair value of negative $0.6 million used to hedge the variability of
foreign currency equivalent cash flows.

Exposure to market risk for fluctuations in fuel prices relates to a small portion of our service contracts
for which the cost of fuel is integral to service delivery and the service contract does not have a mechanism to
adjust for increases in fuel prices. At December 31, 2009, we also had various fuel purchase arrangements in
place to ensure delivery of fuel at market rates in the event of fuel shortages. We are exposed to fluctuations
in fuel prices in these arrangements since none of the arrangements fix the price of fuel to be purchased.
Increases and decreases in the price of fuel are generally passed on to our customers for which we realize
minimal changes in profitability during periods of steady market fuel prices. However, profitability may be
positively or negatively impacted by sudden increases or decreases in market fuel prices during a short period
of time as customer pricing for fuel services is established based on market fuel costs. We believe the
exposure to fuel price fluctuations would not materially impact our results of operations, cash flows or
financial position.

ENVIRONMENTAL MATTERS

Refer to Note 25, “Environmental Matters,” in the Notes to Consolidated Financial Statements for a
discussion surrounding environmental matters.
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CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with U.S. GAAP requires us to make estimates and
assumptions. Our significant accounting policies are described in the Notes to Consolidated Financial
Statements. Certain of these policies require the application of subjective or complex judgments, often as a
result of the need to make estimates about the effect of matters that are inherently uncertain. These estimates
and assumptions are based on historical experience, changes in the business environment and other factors that
we believe to be reasonable under the circumstances. Different estimates that could have been applied in the
current period or changes in the accounting estimates that are reasonably likely can result in a material impact
on our financial condition and operating results in the current and future periods. We periodically review the
development, selection and disclosure of these critical accounting estimates with Ryder’s Audit Committee.

The following discussion, which should be read in conjunction with the descriptions in the Notes to
Consolidated Financial Statements, is furnished for additional insight into certain accounting estimates that we
consider to be critical.

Depreciation and Residual Value Guarantees. We periodically review and adjust the residual values and
useful lives of revenue earning equipment of our FMS business segment as described in Note 1, “Summary of
Significant Accounting Policies — Revenue Earning Equipment, Operating Property and Equipment, and
Depreciation” and “Summary of Significant Accounting Policies — Residual Value Guarantees and Deferred
Gains,” in the Notes to Consolidated Financial Statements. Reductions in residual values (i.e., the price at
which we ultimately expect to dispose of revenue earning equipment) or useful lives will result in an increase
in depreciation expense over the life of the equipment. Based on the mix of revenue earning equipment at
December 31, 2009, a 10% decrease in expected vehicle residual values would increase depreciation expense
in 2010 by approximately $98 million. We review residual values and useful lives of revenue earning
equipment on an annual basis or more often if deemed necessary for specific groups of our revenue earning
equipment. Reviews are performed based on vehicle class, generally subcategories of trucks, tractors and
trailers by weight and usage. Our annual review is established with a long-term view considering historical
market price changes, current and expected future market price trends, expected life of vehicles included in
the fleet and extent of alternative uses for leased vehicles (e.g., rental fleet, and SCS and DCC applications).
As a result, future depreciation expense rates are subject to change based upon changes in these factors. At the
end of each year, we complete our annual review of the residual values and useful lives of revenue earning
equipment. Based on the results of our analysis in 2009, we will adjust the residual values of certain classes of
our revenue earning equipment effective January 1, 2010. The residual value change will decrease earnings in
2010 by approximately $14 million compared with 2009. Factors that could cause actual results to materially
differ from the estimated results include significant changes in the used-equipment market brought on by
unforeseen changes in technology innovations and any resulting changes in the useful lives of used equipment.

We also lease vehicles under operating lease agreements. Certain of these agreements contain limited
guarantees for a portion of the residual values of the equipment. Results of the reviews described above for
owned equipment are also applied to equipment under operating lease. The amount of residual value
guarantees expected to be paid is recognized as rent expense over the expected remaining term of the lease. At
December 31, 2009, total liabilities for residual value guarantees of $4 million were included in “Accrued
expenses and other current liabilities” (for those payable in less than one year) and in “Other non-current
liabilities.” Based on the existing mix of vehicles under operating lease agreements at December 31, 2009, a
10% decrease in expected vehicle residual values would increase rent expense in 2010 by approximately
$2 million.

Pension Plans. We apply actuarial methods to determine the annual net periodic pension expense and
pension plan liabilities on an annual basis, or on an interim basis if there is an event requiring remeasurement.
Each December, we review actual experience compared with the more significant assumptions used and make
adjustments to our assumptions, if warranted. In determining our annual estimate of periodic pension cost, we
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are required to make an evaluation of critical factors such as discount rate, expected long-term rate of return,
expected increase in compensation levels, retirement rate and mortality. Discount rates are based upon a
duration analysis of expected benefit payments and the equivalent average yield for high quality corporate
fixed income investments as of our December 31 annual measurement date. In order to provide a more
accurate estimate of the discount rate relevant to our plan, we use models that match projected benefits
payments of our primary U.S. plan to coupons and maturities from a hypothetical portfolio of high quality
corporate bonds. Long-term rate of return assumptions are based on actuarial review of our asset allocation
strategy and long-term expected asset returns. Investment management and other fees paid using plan assets
are factored into the determination of asset return assumptions. In 2009, we adjusted our long-term expected
rate of return assumption for our primary U.S. plan down to 7.9% from 8.4% based on the factors reviewed.
The composition of our pension assets was 66% equity securities and 34% debt securities and other
investments, considering the reallocation of excess cash. As part of our strategy to manage future pension
costs and net funded status volatility, we regularly assess our pension investment strategy. We evaluate our mix
of investments between equity and fixed income securities and may adjust the composition of our pension
assets when appropriate. The rate of increase in compensation levels and retirement rates are based primarily
on actual experience.

Accounting guidance applicable to pension plans does not require immediate recognition of the effects of
a deviation between these assumptions and actual experience or the revision of an estimate. This approach
allows the favorable and unfavorable effects that fall within an acceptable range to be netted and recorded
within “Accumulated other comprehensive loss.” We had a pre-tax actuarial loss of $638 million at the end of
2009 compared with a loss of $750 million at the end of 2008. The decrease in the net actuarial loss in 2009
resulted primarily from higher than expected pension asset returns. To the extent the amount of actuarial gains
and losses exceed 10% of the larger of the benefit obligation or plan assets, such amount is amortized over the
average remaining service life of active participants or the remaining life expectancy of inactive participants if
all or almost all of a plan’s participants are inactive. The freeze of the qualified U.S. pension plan caused
almost all of the plan’s participants to become inactive on January 1, 2008. Consequently, by rule, the
amortization period for actuarial losses on the qualified U.S. pension plan was changed to the average
remaining life expectancy of plan participants (28 years) resulting in an extended amortization period. The
amount of the actuarial loss subject to amortization in 2010 and future years will be $478 million. The effect
on years beyond 2010 will depend substantially upon the actual experience of our plans.

Disclosure of the significant assumptions used in arriving at the 2009 net pension expense is presented in
Note 24, “Employee Benefit Plans,” in the Notes to Consolidated Financial Statements. A sensitivity analysis
of projected 2010 net pension expense to changes in key underlying assumptions for our primary plan, the
U.S. pension plan, is presented below.

Effect on
Impact on 2010 Net December 31, 2009
. Assumed Rate Change Pension Expense Projected Benefit Obligation
Expected long-term rate of
returnon assets. . .. ........ 7.65% +— 0.25% —/+ $2.0 million
Discount rate increase. ........ 6.20% +0.25% — $0.5 million — $37 million
Discount rate decrease . ....... 6.20% —025%  + $0.3 million + $37 million

Self-Insurance Accruals. ~ Self-insurance accruals were $243 million and $256 million as of
December 31, 2009 and 2008, respectively. The majority of our self-insurance relates to vehicle liability and
workers’ compensation. We use a variety of statistical and actuarial methods that are widely used and accepted
in the insurance industry to estimate amounts for claims that have been reported but not paid and claims
incurred but not reported. In applying these methods and assessing their results, we consider such factors as
frequency and severity of claims, claim development and payment patterns and changes in the nature of our
business, among other factors. Such factors are analyzed for each of our business segments. Our estimates may
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be impacted by such factors as increases in the market price for medical services, unpredictability of the size
of jury awards and limitations inherent in the estimation process.

In recent years, our actual claim development has been favorable compared with historical selected loss
development factors because of improved safety performance, payment patterns and settlement patterns.
During 2009, 2008, and 2007, we recorded a benefit of $1 million, $23 million, and $24 million, respectively,
to reduce estimated prior years’ self-insured loss reserves. Based on self-insurance accruals at December 31,
2009, a 5% adverse change in actuarial claim loss estimates would increase operating expense in 2010 by
approximately $11 million.

Goodwill Impairment. We assess goodwill for impairment, as described in Note 1, “Summary of
Significant Accounting Policies — Goodwill and Other Intangible Assets,” in the Notes to Consolidated
Financial Statements, on an annual basis or more often if deemed necessary. At December 31, 2009, goodwill
totaled $216 million. To determine whether goodwill impairment indicators exist, we are required to assess the
fair value of the reporting unit and compare it to the carrying value. A reporting unit is a component of an
operating segment for which discrete financial information is available and management regularly reviews its
operating performance.

Our valuation of fair value for each reporting unit is determined based on an average of discounted future
cash flow models that use ten years of projected cash flows and various terminal values based on multiples,
book value or growth assumptions. We considered the current trading multiples for comparable publicly-traded
companies and the historical pricing multiples for comparable merger and acquisition transactions that have
occurred in our industry. Rates used to discount cash flows are dependent upon interest rates and the cost of
capital at a point in time. Our discount rates reflect a weighted average cost of capital based on our industry
and capital structure adjusted for equity risk premiums and size risk premiums based on market capitalization.
Estimates of future cash flows are dependent on our knowledge and experience about past and current events
and assumptions about conditions we expect to exist, including long-term growth rates, capital requirements
and useful lives. Our estimates of cash flows are also based on historical and future operating performance,
economic conditions and actions we expect to take. In addition to these factors, our SCS reporting units are
dependent on several key customers or industry sectors. The loss of a key customer may have a significant
impact to one of our SCS reporting units, causing us to assess whether or not the event resulted in a goodwill
impairment loss. While we believe our estimates of future cash flows are reasonable, there can be no
assurance that deterioration in economic conditions, customer relationships or adverse changes to expectations
of future performance will not occur, resulting in a goodwill impairment loss. Our annual impairment test
performed as of April 1, 2009 did not result in any impairment of goodwill. The excess of fair value over
carrying value for each of our reporting units as of April 1, 2009, our annual testing date, ranged from
approximately $4 million to approximately $315 million. In order to evaluate the sensitivity of the fair value
calculations on the goodwill impairment test, we applied a hypothetical 5% decrease to the fair values of each
reporting unit. This hypothetical 5% decrease would result in excess fair value over carrying value ranging
from approximately $3 million to approximately $214 million for each of our reporting units.

Revenue Recognition. In the normal course of business, we may act as or use an agent in executing
transactions with our customers. The accounting issue encountered in these arrangements is whether we should
report revenue based on the gross amount billed to the customer or on the net amount received from the
customer after payments to third parties. To the extent revenues are recorded on a gross basis, any payments to
third parties are recorded as expenses so that the net amount is reflected in net earnings. Accordingly, the
impact on net earnings is the same whether we record revenue on a gross or net basis.

Determining whether revenue should be reported as gross or net is based on an assessment of whether we
are acting as the principal or the agent in the transaction and involves Jjudgment based on the terms of the
arrangement. To the extent we are acting as the principal in the transaction, revenue is reported on a gross
basis. To the extent we are acting as an agent in the transaction, revenue is reported on a net basis. In the
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majority of our arrangements, we are acting as a principal and therefore report revenue on a gross basis.
However, our SCS business segment engages in some transactions where we act as agents and thus record
revenue on a net basis.

In transportation management arrangements where we act as principal, revenue is reported on a gross
basis for subcontracted transportation billed to our customers. From time to time, the terms and conditions of
our transportation management arrangements may change, which could require a change in revenue
recognition from a gross basis to a net basis or vice versa. Our non-GAAP measure of operating revenue
would not be impacted from this change in revenue reporting. Effective January 1, 2008, our contractual
relationship for certain transportation management services changed, and we determined, after a formal review
of the terms and conditions of the services, that we were acting as an agent in the arrangement. As a result,
total revenue and subcontracted transportation expense decreased in 2008 due to the reporting of revenue net
of subcontracted transportation expense. During 2007, revenue associated with this portion of the contract was
$640 million.

Income Taxes. Our overall tax position is complex and requires careful analysis by management to
estimate the expected realization of income tax assets and liabilities.

Tax regulations require items to be included in the tax return at different times than the items are
reflected in the financial statements. As a result, the effective tax rate reflected in the financial statements is
different than that reported in the tax return. Some of these differences are permanent, such as expenses that
are not deductible on the tax return, and some are timing differences, such as depreciation expense. Timing
differences create deferred tax assets and liabilities. Deferred tax assets generally represent items that can be
used as a tax deduction or credit in the tax return in future years for which we have already recorded the tax
benefit in the financial statements. Deferred tax assets amounted to $320 million and $405 miilion at
December 31, 2009 and 2008, respectively. We record a valuation allowance for deferred tax assets to reduce
such assets to amounts expected to be realized. At December 31, 2009 and 2008, the deferred tax valuation
allowance, principally attributed to foreign tax loss carryforwards in the SCS business segment, was
$37 million and $35 million, respectively. In determining the required level of valuation allowance, we
consider whether it is more likely than not that all or some portion of deferred tax assets will not be realized.
This assessment is based on management’s expectations as to whether sufficient taxable income of an
appropriate character will be realized within tax carryback and carryforward periods. Our assessment involves
estimates and assumptions about maiters that are inherently uncertain, and unanticipated events or
circumstances could cause actual results to differ from these estimates. Should we change our estimate of the
amount of deferred tax assets that we would be able to realize, an adjustment to the valuation allowance
would result in an increase or decrease to the provision for income taxes in the period such a change in
estimate was made.

We are subject to tax audits in numerous jurisdictions in the U.S. and around the world. Tax audits by
their very nature are often complex and can require several years to complete. In the normal course of
business, we are subject to challenges from the Internal Revenue Service (IRS) and other tax authorities
regarding amounts of taxes due. These challenges may alter the timing or amount of taxable income or
deductions, or the allocation of income among tax jurisdictions. As part of our calculation of the provision for
income taxes on earnings, we determine whether the benefits of our tax positions are at least more likely than
not of being sustained upon audit based on the technical merits of the tax position. For tax positions that are
more likely than not of being sustained upon audit, we accrue the largest amount of the benefit that is more
likely than not of being sustained in our consolidated financial statements. Such accruals require management
to make estimates and judgments with respect to the ultimate outcome of a tax audit. Actual results could vary
materially from these estimates. See Note 14, “Income Taxes,” in the Notes to Consolidated Financial
Statements for further discussion of the status of tax audits and uncertain tax positions.
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RECENT ACCOUNTING PRONOUNCEMENTS

See Note 1, “Summary of Significant Accounting Policies — Recent Accounting Pronouncements,” in the
Notes to Consolidated Financial Statements for a discussion of recent accounting pronouncerments.

NON-GAAP FINANCIAL MEASURES

This Annual Report on Form 10-K includes information extracted from consolidated financial information
but not required by generally accepted accounting principles (GAAP) to be presented in the financial statements.
Certain of this information are considered “non-GAAP financial measures” as defined by SEC rules. Specifically,
we refer to adjusted return on average capital, operating revenue, salaries and employee-related costs as a
percentage of operating revenue, FMS operating revenue, FMS NBT as a % of operating revenue, SCS
operating revenue, SCS NBT as a % of operating revenue, DCC operating revenue, DCC NBT as a % of
operating revenue, total cash generated, free cash flow, total obligations, total obligations to equity, and
comparable earnings from continuing operations and comparable earnings per diluted common share from
continuing operations. We believe that the comparable earnings from continuing operations and comparable
earnings per diluted common share from continuing operations measures provide useful information to investors
because they exclude significant items that are unrelated to our ongoing business operations. As required by SEC
rules, we provide a reconciliation of each non-GAAP financial measure to the most comparable GAAP measure
and an explanation why management believes that presentation of the non-GAAP financial measure provides
useful information to investors. Non-GAAP financial measures should be considered in addition to, but not as a
substitute for or superior to, other measures of financial performance prepared in accordance with GAAP.

The following table provides a numerical reconciliation of earnings from continuing operations before
income taxes to comparable earnings from continuing operations before income taxes for the years ended
December 31, 2007, 2006 and 2005 which was not provided within the MD&A discussion:

Years ended December 31

2007 2006 2005
(In thousands)
Earnings from continuing operations before income taxes . ............. $402,204 390,275 357,377
Net restructuring charges . . . .. e e 9,290 — —
Pension accounting charge .. ........... ... .. ... . ... ... — 5,872 —
Gainonsale of property. . ......... ... ... ... . . (10,110) — —
Comparable earnings from continuing operations before income taxes . . . . . $401,384 396,147 357,377
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The following table provides a numerical reconciliation of earnings from continuing operations and
earnings per diluted common share from continuing operations to comparable earnings from continuing
operations and comparable eamnings per diluted common share from continuing operations for the years ended
December 31, 2007, 2006 and 2005 which was not provided within the MD&A discussion:

Years ended December .31

2007 2006 2005
(In thousands)

Earnings from continuing Operations . . . ...............ooeenetenn. $251,779 246,694 228,768
Net reStructuring ChaTES . .. ..o .vvvvunnreennnnne e s 5,935 — -
Tax 1aw Changes. . . ..o v it (3,333) (6,796) (7,627)
Pension accounting Charge . . ... .......oeeennnnmmuoerere e e — 3,720 —
Gain on sale Of PrOPerty . . ... oo vt v e (6,154) — —
Comparable earnings from continuing operations. . ............... ... $248227 243,618 221,141
Earnings per diluted common share from continuing operations . . ........ $ 419 3.99 3.53
Net restructuring Charges .. ........ovovnen i, - 0.10 — —
Tax 1aW CHAIEES. .« v v o v e vttt e e et s (0.06) 0.11) 0.12)
Pension accounting Charge . . .. .. .vov o ennieanvnroraeacneio e s — 0.06 —
Gain on sale of property. ... ...t S P UL 0.10) — L —
Comparable earnings per diluted common share from continuing : ‘

OPEIAtONS. « « . v vt e et e e e e e e $ 4.13 3.94 3.41

The following table provides a numerical reconciliation of total revenue to operating revenue for the
years ended December 31, 2009, 2008 and 2007 which was not provided within the MD&A discussion:

Years ended December 31

2009 2008 2007
(In thousands)
TOtAl FEVENUE. « & o v e e e e ettt e e e em e e e e e $4,887,254 5,999,041 6,363,130
FMS fuel services and SCS/DCC subcontracted transportation -
TEVEIMUE & o o o v e e e e e e e e e e e e e (948,963)  (1,648,434) (2,052,340)
Fuel eliminations . . . . . T 124,221 239,473 204,290
OpETating TEVEMUE . . . « oot v e s et e a e e s e e oees $4,062,512 4,590,080 4,515,080
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The following table provides a numerical reconciliation of return on average shareholders’ equity to
adjusted return on average capital for the years ended December 31, 2009, 2008, 2007, 2006 and 2005 which
was not provided within the MD&A discussion:

Years ended December 31

2009 2008 2007 2006 2005
(Dollars in thousands)
Netearnings [A] ........................... $ 61,945 199,881 253,861 248,959 226,929
Cumulative effect of change in accounting
principle. . ....... ... .. ... ... L — — — — 2,440
Restructuring and other charges (recoveries), net
and other items'” . ... ... L L L 29943 70,447 1,467 — (1,741
Income taxes ............................ §3,737 150,075 151,603 144,014 129,460
Adjusted net earnings before income taxes . .. ..... 145,625 420,403 406,931 392,973 357,088
Adjusted interest expense®. . ... ... ... ... .. 149,968 164,975 169,060 146,565 127,072
Adjusted income taxes®. ... ... ... .. ... ... (121,758) (230,456) (219,971) (207,183) (185,917)
Adjusted net earnings [B]. .................. .. $ 173,835 354922 356,020 332,355 298,243
Average total debt ...................... .. $2,691,569 2,881,931 2,847,692 2,480,314 2,147,836
Average off-balance sheetdebt . .............. 141,629 170,694 150,124 98,767 147,855
Average obligations [C]...................... 2,833,198 3,052,625 2,997,816 2,579,081 2,295,691
Average shareholders’ equity [D] ............. 1,395,629 1,778,489 1,790,814 1,610,328 1,554,718
Average adjustments to shareholders’ equity(4). c. 15,645 9,608 855 (5,114) (4,680)
Average adjusted shareholders’ equity [E]......... 1,411,274 1,788,097 1,791,669 1,605,214 1,550,038
Average adjusted capital. ... ................ .. $4,244,473 4,840,722 4,789,485 4,184,295 3,845,729
Return on average shareholders’ equity (%) [A/D]. . . 4.4 11.2 14.2 15.5 14.6
Adjusted return on average capital (%) [BJ/[C+E]. . . 4.1 7.3 7.4 7.9 7.8

(1) For 2009 and 2008, see Note 4, “Discontinued operations,” Note 5, “Restructuring and Other Charges” and Note 26, “Other
Items Impacting Comparability,” in the Notes to Consolidated Financial Statements; 2007 includes restructuring and other charges
(recoveries) of $11 million in the second half of 2007 and a gain of $10 million related to the sale of property in the third quarter.
Restructuring and other charges (recoveries), net and other items not presented in this reconciliation were not significant in the
respective periods.

(2) Includes interest on off-balance sheet vehicle obligations.

(3) Calculated by excluding taxes related to restructuring and other charges (recoveries), net and other items, impacts of tax law
changes or reserve reversals and interest expense.

(4) Represents comparable earnings adjustments for respective periods.
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Forward-looking statements (within the meaning of the Federal Private Securities Litigation Reform Act
of 1995) are statements that relate to expectations, beliefs, projections, future plans and strategies, anticipated
events or trends concerning matters that are not historical facts. These statements are often preceded by or
include the words “believe,” “expect,” “intend,” “estimate,” “anticipate,” “will,” “may,” “could,” “should” or

58



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

similar expressions. This Annual Report contains forward-looking statements including, but not limited to,
statements regarding:

the status of our unrecognized tax benefits for 2009 related to the U.S. federal, state and foreign tax
positions and the impact of recent state tax law changes;

our expectations as to anticipated revenue and earnings trends and future economic conditions
specifically, earnings per share, operating revenue, used vehicle sales results, contract revenue
declines, non-renewal of automotive contracts, commercial rental growth and freight volume
projections;

the economic and business impact of our strategy to continue supply chain operations in the u.s,
Canada, Mexico and Asia markets, discontinue supply chain operations in South America and Europe
and carry out workforce reductions;

the anticipated pre-tax annual savings from our global cost savings initiatives;

our ability to successfully achieve the operational goals that are the basis of our business strategies,
including offering competitive pricing and value-added differentiation, diversifying our customer base,
optimizing asset utilization, leveraging the expertise of our various business segments, serving our
customers’ global needs and expanding our support services;

impact of losses from conditional obligations arising from guarantees;

number of NLE vehicles in inventory, and the size of our commercial rental fleet, for the remainder of
the year;

estimates of free cash flow and capital expenditures for 2010;

the adequacy of our accounting estimates and reserves for pension expense, depreciation and residual
value guarantees, self-insurance reserves, goodwill impairment, accounting changes and income taxes;

our ability to fund all of our operations for the foreseeable future through internally generated funds
and outside funding sources;

our expected level of use of outside funding sources;
the anticipated impact of fuel price fluctuations;

our expectations as to future pension expense and contributions, the impact of pension legislation, as
well as the effect of the freeze of our pension plans on our benefit funding requirements;

our expectations relating to withdrawal liability and funding levels of multi-employer plans;

the anticipated deferral of tax gains on disposal of eligible revenue earning equipment pursuant to our
vehicle like-kind exchange program;

our expectations regarding the completion and ultimate outcome of certain tax audits;
the anticipated effects of our decision to resume our share repurchase program;

the ultimate disposition of legal proceedings and estimated environmental liabilities;
our expectations relating to compliance with new regulatory requirements; and

our expectations regarding the effect of the adoption of recent accounting pronouncements.

These statements, as well as other forward-looking statements contained in this Annual Report, are based
on our current plans and expectations and are subject to risks, uncertainties and assumptions. We caution
readers that certain important factors could cause actual results and events to differ significantly from those
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expressed in any forward-looking statements. For a detailed description of certain of these risk factors, please
see “Item 1A. Risk Factors” of this Annual Report.

The risks included in the Annual Report are not exhaustive. New risk factors emerge from time to time
and it is not possible for management to predict all such risk factors or to assess the impact of such risk
factors on our business. As a result, no assurance can be given as to our future results or achievements. You
should not place undue reliance on the forward-looking statements contained herein, which speak only as of
the date of this Annual Report. We do not intend, or assume any obligation, to update or revise any
forward-looking statements contained in this Annual Report, whether as a result of new information, future
events or otherwise.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
The information required by ITEM 7A is included in ITEM 7 (page 50) of PART II of this report.
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

TO THE SHAREHOLDERS OF RYDER SYSTEM, INC.:

Management of Ryder System, Inc., together with its consolidated subsidiaries (Ryder), is responsible for
establishing and maintaining adequate internal control over financial reporting as defined in Rules 13a- 15(f)
and 15d-15(f) under the Securities Exchange Act of 1934. Ryder’s internal control over financial reporting is
designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
the consolidated financial statements for external purposes in accordance with accounting principles generally
accepted in the United States of America.

Ryder’s internal control over financial reporting includes those policies and procedures that (1) pertain to
the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of Ryder; (2) provide reasonable assurance that transactions are recorded as
necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that our receipts and expenditures are being made only in accordance with authorizations of
Ryder’s management and directors; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of Ryder’s assets that could have a material effect on
the consolidated financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Management assessed the effectiveness of Ryder’s internal control over financial reporting as of
December 31, 2009. In making this assessment, management used the criteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commission in “Internal Control — Integrated Framework.” Based
on our assessment and those criteria, management determined that Ryder maintained effective internal control
over financial reporting as of December 31, 2009.

Ryder’s independent registered certified public accounting firm has audited the effectiveness of Ryder’s
internal control over financial reporting. Their report appears on page 63.
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REPORT OF INDEPENDENT REGISTERED CERTIFIED PUBLIC ACCOUNTING FIRM

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

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
earnings, shareholders’ equity, and cash flows present fairly, in all material respects, the financial position of
Ryder System, Inc. and its subsidiaries at December 31, 2009 and 2008, and the results of their operations and
their cash flows for each of the three years in the period ended December 31, 2009 in conformity with
accounting principles generally accepted in the United States of America. In addition, in our opinion, the
financial statement schedule listed in the accompanying index presents fairly, in all material respects, the
information set forth therein when read in conjunction with the related consolidated financial statements. Also
in our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2009, based on criteria established in Internal Control - Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). The Company’s
management is responsible for these financial statements and financial statement schedule, for maintaining
effective internal control over financial reporting and for its assessment of the effectiveness of internal control
over financial reporting, included in the accompanying Management’s Report on Internal Control over
Financial Reporting. Our responsibility is to express opinions on these financial statements, on the financial
statement schedule and on the Company’s internal control over financial reporting based on our integrated
audits. We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement and whether
effective internal control over financial reporting was maintained in all material respects. Our audits of the
financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. Our andit of internal control over
financial reporting included obtaining an understanding of internal control over financial reporting, assessing
the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our
opinions.

As discussed in Note 2 to the consolidated financial statements, in 2007 the Company changed its method
of accounting for uncertainty in income taxes.

A company’s internal control over financial reporting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company’s internal control over
financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, in
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company;
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial
statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Wdr« AP

February 12, 2010
Miami, Florida
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS

Years ended December 31

2009 2008 2007
(In thousands, except per share amounts)
Revenue.. ... ... .. ... .. $4,887,254  5999,041 6,363,130
Operating expense (exclusive of items shown separately). . ......... 2,229,539 2,959,518 2,739,952
Salaries and employee-related costs . ......................... 1,233,243 1,345,216 1,348,212
Subcontracted transportation. . . ................... . ... ... .. . 198,860 233,106 868,437
Depreciation expense . .. ...................... . 881,216 836,149 810,544
Gains on vehicle sales, net . ................... ... ... ... (12,292) (39,020) (44,090)
Equipmentrental .. ........... ... ... ... .. . . . ... .. ... .. 65,828 78,292 86,415
Interestexpense . ................ ... ... 144,342 152,448 155,970
Miscellaneous (income) expense, net ...................... ... 3,657) 2,564 (15,309)
Restructuring and other charges, net .. ................... .. .. . 6,406 21,480 10,795
4,743,485 5,589,753 5,960,926
Earnings from continuing operations before income taxes . . . . ...... 143,769 409,288 402,204
Provision for income taxes ........... R I 53,652 151,709 150,425
Earnings from continuing operations . . ...................... 90,117 257,579 251,779
(Loss) earnings from discontinued operations, netof tax . .......... (28,172) (57,698) 2,082
Netearnings............ ... ... . ... ... .. . .. .. ... .. $ 61,945 199,881 253,861
Earnings (loss) per common share — Basic
Continuing operations. . . ...................... . ... $ 1.62 4.54 4.22
Discontinued operations . ..................... .. ... ... ... (0.51) (1.02) 0.03
Netearnings............. ... ... ... i $ 111 3.52 4.25
Earnings (loss) per common share — Diluted
Continuing operations. . ......................... ... ... .. $ 1.62 451 4.19
Discontinued operations .. ................... .. .. ... . ... (0.51) (1.01) 0.03
Netearnings................ ... ... ... ... . ....... ... $ 1.11 3.50 4.22

See accompanying notes to consolidated financial statements.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
December 31
2009 2008

(Dollars in thousands, except
per share amount)

Assets:
Current assets:
Cash and cash eqUIvalents . . . .. .. ..ovv v $ 98,525 120,305
ReECEIVADIES, NEL .« v v o v et o i ie e 598,661 635,376
TOVENLOTIES « « + v v v e v e e e et e e m e 50,146 48,324
Prepaid expenses and Other CUITENL @SSELS .. ... .vvonvververeee e s 133,041 153,576
Total CUITENT ASSELS « -« v v v v v v v e e e e e m e as e 880,373 957,581
Revenue earning equipment, net of accumulated depreciation of $3,013,179 and
$2,749,654, 1eSPECHVELY . . . v vve et 4,178,659 4,565,224
Operating property and equipment, net of accumulated depreciation of $855,657
and $842,427, TESPECHVELY . . o oo v et et 543,910 546,816
GOOAWILL « o v v e e et e e e e 216,444 198,253
TNEANGIDIE ASSELS - . .« o o v v e e e 39,120 36,705
Direct financing leases and other assets. .. .......hvvvvvnrnr s 401,324 384,929
TOTAL ASSELS + - + + + v e e e e e e e e e e $6,259,830 6,689,508

Liabilities and shareholders’ equity:
Current liabilities:

Short-term debt and current portion of long-term debt . ..o $ 232,617 384,262
ACCOUNLS PAYADLE . . o oo 262,712 295,083
Accrued expenses and other current Habilities . . v oo vt i e 354,945 431,820
Total current Habilities. . . . oo v i e 850,274 1,111,165
Long-term debt. . . ..o vtt e 2,265,074 2,478,537
Other non-current lHabilities . ... ..o 681,613 837,280
Deferred INCOME tAXES .« o v v v oo v v veeemeensens e 1,035,874 917,365
Total TLADIIEES .+« « o v o v voe e oo me e m e 4,832,835 5,344,347

Shareholders’ equity:
Preferred stock of no par value per share — authorized, 3,800,917; none

outstanding, December 31, 2009 0r 2008 . . e _— —
Common stock of $0.50 par value per share — authorized, 400,000,000;
outstanding, 2009 — 53,419,721; 2008 — 55,658,059 ... 26,710 27,829
Additional paid-in capital . . . ..o i 743,026 756,190
Retained Earnings . . .« v« oo vvrvvnmn s rnr s 1,036,178 1,105,369
Accumulated other comprehensive 108s . . . ..o o (378,919)  (544,227)
Total shareholders’ equity. . ............... [P 1,426,995 1,345,161

Total liabilities and shareholders’ eqUity . .. ... o ovv v vamen e $6,259,830 6,689,508

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

Years ended December 31

2009 2008 2007
(In thousands)
Cash flows from operating activities of continuing operations:
Netearnings. ......... ... .. ... . .. . .. . . . $ 61,945 199,881 253,861
Less: (Loss) earnings from discontinued operations, net of tax . . . .......... (28,172) (57,698) 2,082
Earnings from continuing operations . . ................ .. .. .. .. .. 90,117 257,579 251,779
Depreciation expense .................. ... ... .. ... .. .. ... . 881,216 836,149 810,544
Gains on vehicle sales, net. ........................... .. ... . (12,292) (39,020) (44,090)
Goodwill impairment . .............. ... ... ... .. ... ... .. .. — 10,322 —
Share-based compensation expense . . ... ............... ... ... .. . . 16,404 17,076 16,754
Amortization expense and other non-cash charges,net .................. 41,301 14,941 14,995
Deferred income tax expense . . ...................... .. . ... ... 92,683 128,800 64,198
Tax (charge) benefits from share-based compensation . . ................. (425) 1,151 1,458
Changes in operating assets and liabilities, net of acquisitions:
Receivables . ......... ... ... . .. . 19,478 173,872 63,494
Inventories . . ....... ... ... ... (1,087) 10,497 1,409
Prepaid expenses and other assets . . ......................... (11,583) (33,360) 5,319
Accounts payable . ............ ... ... ... ... ... 15,570 (109,143) (19,043)
Accrued expenses and other non-current liabilities ............... . . . . (146,426) (20,695) (70,258)
Net cash provided by operating activities of continuing operations. . . . . . . 984,956 1,248,169 1,096,559
Cash flows from financing activities of continuing operations: .
Net change in commercial paper borrowings . .. ............ ... .. .. ... 148,256 (522,312) (159,771)
Debtproceeds .................. ... ... ... .. . ... ... . ...~ 2,014 744,004 506,105
Debt repaid, including capital lease obligations .................. .. ... (519,710) (118,641) (435,399)
Dividends on common stock . .................... ... ... .. ... (53,334) (52,238) (50,152)
Common stock issued . . ................... ... . ... .. .. .. 7,442 54,713 42,340
Common stock repurchased .. ................ ... ... ... . .. .. . (116,281) (256,132) (209,018)
Excess tax benefits from share-based compensation . .................., 778 6,471 3,377
Debt issuance costs. .. ............... . ... . ... . .. ... ... .. S (11,178) (4,017) (2,082)
Net cash used in financing activities of continuing operations . . ........ (542,016) (148,152) (304,600)
Cash flows from investing activities of continuing operations:
Purchases of property and revenue earning equipment. . ... .............. (651,953) (1,230,401) (1,304,033)
Sales of revenue earning equipment . ... ......... ... ... . . ... ... . 211,002 257,679 354,736
Sales of operating property and equipment. . . ........... .. ... 4,634 3,727 18,725
Sale and leaseback of revenue earning equipment. . ... .............. ... — — 150,348
Acquisitions. .. ... L L (88,873) (246,993) (75,226)
Collections on direct finance leases. . ... ................ ... .. . 65,242 61,096 62,346
Changes inrestricted cash . . . .......... ... ... . ... ... .. .. ... . 11,129 51,029 (19,686)
Other,met ......... .. .. ... .. ... ... 209 395 1,588
Net cash used in investing activities of continuing operations .......... (448,610)  (1,103,468) (811,202)
Effect of exchange rate changesoncash............... ... ... .. .. . 1,794 1,408 6,734
Decrease in cash and cash equivalents from continuing operations . .. ......... (3,876) (2,043) (12,509)
Cash flows from discontinued operations:
Operating cash flows. . ............. ... ... ... ........... . (25,737) 7,362 6,380
Financing cash flows. . .......... .. ... ... ... ... ... . . .. . (9,427) (2,478) 5,397
Investing cash flows .. .................... ... ... ... .. 16,669 678 (12,017) .
Effect of exchange rate changesoncash................. . ... ... . .. 591 327 569
(Decrease) increase in cash and cash equivalents from discontinued operations . . . (17,904) 5,889 329
(Decrease) increase in cash and cash equivalents . .. ................... .. (21,780) 3,846 (12,180)
Cash and cash equivalents at January 1............ .. e 120,305 116,459 128,639
Cash and cash equivalents at December 31 ................ ... .. ... . . $ 98,525 120,305 116,459

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

Balance at January 1,2007 . . ... ... ...

Components of comprehensive income:

NEt-CAMMINES . « « vt
Foreign currency translation adjustments .. ...............
Unrealized loss related to derivatives . . . . ... ... ... .. ...

Amortization of pension and postretirement items, net of tax of

B(5,808) . . i et
Pension curtailment gain, net of tax of $(5,971) . . ... .........
Change in net actuarial loss, net of tax of $(14,137) .. .o

Total comprehensive income. . . . ... ...
Common stock dividends paid — $0.84 per share . .............
Common stock issued under employee stock option and stock

purchase plansm .................................
Benefit plan stock sales® . . . ... ..o

Common sStock repurchases. . . .. ..o

Share-based compensation . . ............ .
Tax benefits from share-based compensation. . .. .............

(3)

Adoption of accounting guidance for uncertain tax positions™ . . . .
Balance at December 31,2007 .. ... ... .. ... i

Components of comprehensive income:

Net €arMiNgGS . « « « v v o oo e e
Foreign currency translation adjustments . ................
Net unrealized loss related to derivatives . ... .............

Amortization of pension and postretirement items, net of tax of

S(1,344) .. oo
Pension curtailment loss, net of tax of $634 . . ... ...... ...
Change in net actuarial loss, net of tax of $188,654 ... ......

Total comprehensive loss . . . .. ...

Common stock dividends paid — $0.92 per share ... .........

Common stock issued under employee stock option and stock

purchase plans'” . . . ... L

2)

Benefit plan stock sales™™ . .. ... ... e
Common StOcK Tepurchases . . . ..o oo v v vo v
Share-based compensation . .. ..... ... i
Tax benefits from share-based compensation. . . .. ...........

Balance at December 31,2008 . ... ... ... ..o

Components of comprehensive income:

Accumulated

Net earnings

Foreign currency translation adjustments . ................. — — —
Net unrealized gain related to derivatives . . . ............... — — —_
Amortization of pension and postretirement items, net of tax of

Pension curtailment loss, net of tax of $4,689 . . .. ......... .. _ - —_
Change in net actuarial loss, net of tax of $(38,906) .. ... ....... —_ —_ —

Total comprehensive income

Common stock dividends paid — $0.96 pershare .. ............ —_ —_ —

Common stock issued under employee stock option and stock

purchase plans'™ . . ... ..
Benefit plan stock sales'™ . . . ... . .o
Common Stock TEPUIChases . . . . . oo v v v e
Share-based compensation . .. .. ..... ...
Tax benefits from share-based compensation. . ... ...........

Balance at December 31,2009 .. ..... ... ...

Preferred Additional Oth
Stock Common Stock Pailg-cilrlna Retained Comprelgnsive
Amount Shares Par Capital Earnings Loss Total
(Dollars in thousands, except per share amounts)
$— 60,721,528 $30,220 713,264 1,123,789 (146,494) 1_@27_9
— — — — 253,861 — 253,861
— — — — — 62,051 62,051
— — — — — (52) (52)
— — — — — 11,269 11,269
— — — — — 10,510 10,510
— — — — — 31,839 31,839
369,478
— —_ — — (50,152 —  (50,152)
— 1,202,169 604 41,690 — — 42,294
— 364 — 46 — — 46
—  (3,882,498) (1,941) (47,138) (159,939) —  (209,018)
—_ — — 16,754 — — 16,754
— — — 4835 — — 4,835
— — — — 42 — (7,427)
— 58,041,563 28,883 729,451 1,160,132  (30,877) 1,887,589
— — — — 199,881 — 199,881
— — — — — (180,819) - (180,819)
— _ — — —_ (119) (119)
— — — — — 2,564 2,564
— — — — — (1,287) (1,287)
— — — — —  (333,689)  (333,689)
(313,469)
— — — — (52,238) —  (52238)
— 1,593,073 934 53,496 — — 54,430
— 1,859 1 282 — — 283
—  (3,978.436) (1,989) (51,737) (202,406) —  (256,132)
— — — 17,076 — — 17,076
= — = 162 — — 7,622
— 55658059 27,829 756,190 1,105,369 (544,227) 1,345,161
- - - — 61945 — 61945
— — 96,899 96,899
— — 149 149
—_ — —_ — — 14,287 14,287
— —  (12,058) (12,058)
—_ — 66,031 66,031
227,253
— (53,334 — (53,334)
— 483,270 242 6,906 — — 7,148
— 4,673 2 292 — —_ 294
—  (2,726,281) (1,363) (37,116) (77,802) —  (116,281)
— — 16,404 — — 16,404
— J— — 350 — — 350
$— 53,419,721 $26,710 743,026 1,036,178 (378,919) 1,426,995

(1) Net of common shares delivered as payment for the exercise price or to satisfy the holders’ withholding tax liability upon exercise of options.

(2) - Represents open-market transactions of common shares by the trustee of Ryder’s deferred compensation plans.

(3) See Note 2, “Accounting Changes,” in the Notes to Consolidated Financial Statements for additional information related to the adoption of

accounting guidance on uncertain 1ax positions.

See accompanying notes to consolidated financial statements.

67



RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Consolidation and Presentation

The consolidated financial statements include the accounts of Ryder System, Inc. (Ryder) and all entities
in which Ryder has a controlling voting interest (“subsidiaries”) and variable interest entities (“VIEs”) where
Ryder is determined to be the primary beneficiary. Ryder is deemed to be the primary beneficiary if we bear a
majority of the risk to the entities’ potential losses or stand to gain from a majority of the entities’ expected
returns. All significant intercompany accounts and transactions between consolidated companies have been
eliminated in consolidation. Certain prior year amounts have been reclassified to conform to the current period
presentation. In connection with preparation of the consolidated financial statements, we evaluated subsequent
events after the balance sheet date of December 31, 2009 through the date of issuance, February 12, 2010.

In December of 2008, we announced strategic initiatives to improve our competitive advantage and drive
long-term profitable growth. As part of these initiatives, we decided to discontinue Supply Chain Solutions
(SCS) operations in South America and Europe. In the second half of 2009, we ceased service operations in
South America and Europe. Accordingly, results of these operations, financial position and cash flows are
separately reported as discontinued operations for all periods presented either in the Consolidated Financial
Statements or notes thereto.

Use of Estimates

The preparation of our consolidated financial statements requires management to make estimates and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes.
These estimates are based on management’s best knowledge of historical trends, actions that we may take in
the future, and other information available when the consolidated financial statements are prepared. Changes
in estimates are recognized in accordance with the accounting rules for the estimate, which is typically in the
period when new information becomes available. Areas where the nature of the estimate make it reasonably
possible that actual results could materially differ from the amounts estimated include: depreciation and
residual value guarantees, employee benefit plan obligations, self-insurance accruals, impairment assessments
on long-lived assets (including goodwill and indefinite-lived intangible assets), revenue recognition, allowance
for accounts receivable, income tax liabilities and contingent liabilities.

Cash Equivalents

Cash equivalents represent cash in excess of current operating requirements invested in short-term,
interest-bearing instruments with maturities of three months or less at the date of purchase and are stated at
cost.

Restricted Cash

Restricted cash primarily consists of cash proceeds from the sale of eligible vehicles or operating
property set aside for the acquisition of replacement vehicles or operating property under our like-kind
exchange tax programs. See Note 14, “Income Taxes,” for a complete discussion of the vehicle like-kind
exchange tax program. We classify restricted cash within “Prepaid expenses and other current assets” if the
restriction is expected to expire in the twelve months following the balance sheet date or within “Direct
financing leases and other assets” if the restriction is expected to expire more than twelve months after the
balance sheet date. The changes in restricted cash balances are reflected as an investing activity in our
Consolidated Statements of Cash Flows as they relate to the sales and purchases of revenue earning equipment
and operating property and equipment.

68



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

Revenue Recognition

We generate revenue primarily through the lease, rental and maintenance of revenue earning equipment
and services rendered under service contracts. We recognize revenue when persuasive evidence of an
arrangement exists, the services have been rendered to customers or delivery has occurred, the pricing is fixed
or determinable, and collectibility is reasonably assured. We are required to make judgments about whether
pricing is fixed or determinable and whether or not collectibility is reasonably assured.

Revenue is recorded on a gross basis, without deducting third-party services costs, when we are acting as
a principal with substantial risks and rewards of ownership. Revenue is recorded on a net basis, after
deducting third-party services costs, when we are acting as an agent without substantial risks and rewards of
ownership. Sales tax collected from customers and remitted to the applicable taxing authorities is accounted
for on a net basis, with no impact on revenue.

In addition to the aforementioned general policy, the following are the specific revenue recognition
policies for our reportable business segments by major revenue arrangement:

Fleet Management Solutions (FMS)

Our full service lease arrangements include lease deliverables such as the lease of a vehicle and the
executory agreement for the maintenance, insurance and taxes of the leased equipment during the lease term
and non-lease deliverables. Arrangement consideration is allocated between lease deliverables and non-lease
deliverables based on management’s best estimate of the relative fair value of each deliverable. The
arrangement consideration allocated to lease deliverables is accounted for pursuant to accounting guidance on
leases. Our full service lease arrangements provide for a fixed charge billing and a variable charge billing
based on mileage or time usage. Fixed charges are typically billed at the beginning of the month for the
services to be provided that month. Variable charges are typically billed a month in arrears. Costs associated
with the activities performed under our full service leasing arrangements are primarily comprised of labor,
parts, outside work, depreciation, interest, licenses, insurance, operating taxes and vehicle rent. These costs are
expensed as incurred except for depreciation. Refer to “Summary of Significant Accounting Policies —
Revenue Earning Equipment, Operating Property and Equipment, and Depreciation” for information regarding
our depreciation policies.

Revenue from lease and rental agreements is driven by the classification of the arrangement typically as
either an operating or direct finance lease (DFL).

+ The majority of our leases and all of our rental arrangements are classified as operating leases and
therefore, we recognize lease and rental revenue on a straight-line basis as it becomes receivable over
the term of the lease or rental arrangement. Lease and rental agreements do not usually provide for
scheduled rent increases or escalations. However, lease agreements allow for rate changes based upon
changes in the Consumer Price Index (CPI). Lease and rental agreements provide for a time charge
plus a fixed per-mile charge. The fixed time charge, the fixed per-mile charge and the changes in rates
attributed to changes in the CPI are considered contingent rentals and recognized as earned.

« The non-lease deliverables of our full service lease arrangements are comprised of access to substitute
vehicles, emergency road service, and safety services. These services are available to our customers
throughout the lease term. Accordingly, revenue is recognized on a straight-line basis over the lease
term.

« Direct financing lease revenue is recognized using the effective interest method, which provides a
constant periodic rate of return on the outstanding investment on the lease.

Under our contract maintenance arrangements, we provide maintenance and repairs required to keep a
vehicle in good operating condition, schedule mechanical preventive maintenance inspections and access to
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

emergency road service and substitute vehicles. The vast majority of our services are routine services
performed on a recurring basis throughout the term of the arrangement. From time to time, we provide non-
routine major repair services in order to place a vehicle back in service. Revenue from maintenance service
contracts is recognized on a straight-line basis as maintenance services are rendered over the terms of the
related arrangements. Contract maintenance arrangements are generally cancelable, without penalty, after one
year with 60 days prior written notice. Our maintenance service arrangement provides for a monthly fixed
charge and a monthly variable charge based on mileage or time usage. Fixed charges are typically billed at the
beginning of the month for the services to be provided that month. Variable charges are typically billed a
month in arrears. Contract maintenance agreements allow for rate changes based upon changes in the CPI. The
fixed per-mile charge and the changes in rates attributed to changes in the CPI are recognized as earned. Costs
associated with the activities performed under our contract maintenance arrangements are primarily comprised
of labor, parts, outside work, licenses, insurance and operating taxes. These costs are expensed as incurred.

Revenue from fuel services is recognized when fuel is delivered to customers.

Supply Chain Solutions (SCS) and Dedicated Contract Carriage (DCC)

Revenue from service contracts is recognized as services are rendered in accordance with contract terms,
which typically include discrete billing rates for the services. In transportation management arrangements
where we act as principal, revenue is reported on a gross basis, without deducting third-party purchased
transportation costs. To the extent that we are acting as an agent in the arrangement, revenue is reported on a
net basis, after deducting purchased transportation costs. Effective January 1, 2008, our contractual
relationship for certain transportation management services changed, and we determined, after a formal review
of the terms and conditions of the services, that we were acting as an agent in the arrangement. As a result,
the amount of total revenue and subcontracted transportation expense decreased due to the reporting of
revenue net of subcontracted transportation expense. During 2007, revenue associated with this portion of the
contract was $640 million.

Accounts Receivable Allowance

We maintain an allowance for uncollectible customer receivables and an allowance for billing adjustments
related to certain discounts and billing corrections. Estimates are updated regularly based on historical
experience of bad debts and billing adjustments processed, current collection trends and aging analysis.
Accounts are charged against the allowance when determined to be uncollectible. The allowance is maintained
at a level deemed appropriate based on loss experience and other factors affecting collectibility. Historical
results may not necessarily be indicative of future results.

Inventories

Inventories, which consist primarily of fuel, tires and vehicle parts, are valued using the lower of -
weighted-average cost or market.

Revenue Earning Equipment, Operating Property and Equipment, and Depreciation

Revenue earning equipment, comprised of vehicles and operating property and equipment are initially
recorded at cost inclusive of vendor rebates. Revenue earning equipment and operating property and
equipment under capital lease are initially recorded at the lower of the present value of minimum lease
payments or fair value. Vehicle repairs and maintenance that extend the life or increase the value of a vehicle
are capitalized, whereas ordinary maintenance and repairs are expensed as incurred. The cost of vehicle
replacement tires and tire repairs are expensed as incurred. Direct costs incurred in connection with developing
or obtaining internal-use software are capitalized. Costs incurred during the preliminary software development
project stage, as well as maintenance and training costs, are expensed as incurred.
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Leasehold improvements are depreciated over the shorter of their estimated useful lives or the term of the
related lease, which may include one or more option renewal periods where failure to exercise such options
would result in an economic penalty in such amount that renewal appears, at the inception of the lease, to be
reasonably assured. If a substantial additional investment is made in a leased property during the term of the
lease, we re-evaluate the lease term to determine whether the investment, together with any penalties related to
non-renewal, would constitute an economic penalty in such amount that renewal appears to be reasonably
assured.

Provision for depreciation is computed using the straight-line method on all depreciable assets. We
periodically review and adjust, as appropriate, the residual values and useful lives of revenue earning
equipment. Our review of the residual values and useful lives of revenue earning equipment, is established
with a long-term view considering historical market price changes, current and expected future market price
trends, expected life of vehicles and extent of alternative uses. Factors that could cause actual results to
materially differ from estimates include but are not limited to unforeseen changes in technology innovations.

We routinely dispose of used revenue earning equipment as part of our FMS business. Revenue earning
equipment held for sale is stated at the lower of carrying amount or fair value less costs to sell. For revenue
earning equipment held for sale, we stratify our fleet by vehicle type (tractors, trucks, and trailers), weight
class, age and other relevant characteristics and create classes of similar assets for analysis purposes. Fair
value is determined based upon recent market prices obtained from our own sales experience for sales of each -
class of similar assets and vehicle condition. Reductions in the carrying values of vehicles held for sale are
recorded within “Depreciation expense” in the Consolidated Statements of Earnings. While we believe our
estimates of residual values and fair values of revenue earning equipment are reasonable, changes to our
estimates of values may occur due to changes in the market for used vehicles, the condition of the vehicles,
and inherent limitations in the estimation process.

Gains and losses on sales of operating property and equipment are reflected in “Miscellaneous (income)
expense, net.”

Goodwill and Other Intangible Assets

Goodwill and other intangible assets with indefinite useful lives are not amortized, but rather, are tested
for impairment at least annually (April 1%). In addition to the annual goodwill impairment test, an interim test
for goodwill impairment is completed when an event or circumstances change between annual tests that would
more likely than not reduce the fair value of the reporting unit below its carrying value. Recoverability of
goodwill is evaluated using a two-step process. The first step involves a comparison of the fair value of each
of our reporting units with its carrying amount. If a reporting unit’s carrying amount exceeds its fair value, the
second step is performed. The second step involves a comparison of the implied fair value and carrying value
of that reporting unit’s goodwill. To the extent that a reporting unit’s carrying amount exceeds the implied fair
value of its goodwill, an impairment loss is recognized. Identifiable intangible assets not subject to
amortization are assessed for impairment by comparing the fair value of the intangible asset to its carrying
amount. An impairment loss is recognized for the amount by which the carrying value exceeds fair value.

In making our assessments of fair value, we rely on our knowledge and experience about past and current
events and assumptions about conditions we expect to exist. These assumptions are based on a number of
factors including future operating performance; economic conditions, actions we expect to take, and present
value techniques. Rates used to discount future cash flows are dependent upon interest rates and the cost of
capital at a point in time. There are inherent uncertainties related to these factors and management’s judgment
in applying them to the analysis of goodwill impairment. It is possible that assumptions underlying the
impairment analysis will change in such a manner that impairment in value may occur in the future.
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Intangible assets with finite lives are amortized over their respective estimated useful lives to their
estimated residual values. Identifiable intangible assets that are subject to amortization are evaluated for
impairment using a process similar to that used to evaluate long-lived assets described below.

Impairment of Long-Lived Assets Other than Goodwill

Long-lived assets held and used, including revenue earning equipment, operating property and equipment
and intangible assets with finite lives, are tested for recoverability when circumstances indicate that the
carrying amount of assets may not be recoverable. Recoverability of long-lived assets is evaluated by
comparing the carrying amount of an asset or asset group to management’s best estimate of the undiscounted
future operating cash flows (excluding interest charges) expected to be generated by the asset or asset group.
If these comparisons indicate that the asset or asset group is not recoverable, an impairment loss is recognized
for the amount by which the carrying value of the asset or asset group exceeds fair value. Fair value is
determined by quoted market price, if available, or an estimate of projected future operating cash flows,
discounted using a rate that reflects the related operating segment’s average cost of funds. Long-lived assets to
be disposed of including revenue earning equipment, operating property and equipment and indefinite-lived
intangible assets, are reported at the lower of carrying amount or fair value less costs to sell.

Debt Issuance Costs

Costs incurred to issue debt are deferred and amortized as a component of interest expense over the
estimated term of the related debt using the effective interest rate method.

Contract Incentives

Payments made to or on behalf of a lessee or customer upon entering into a lease of our revenue earning
equipment or contract are deferred and recognized on a straight-line basis as a reduction of revenue over the
contract term. Amounts to be amortized in the next year have been classified as “Prepaid expenses and other
current assets” with the remainder included in “Direct financing leases and other assets.”

Self-Insurance Accruals

We retain a portion of the accident risk under vehicle liability, workers’ compensation and other
insurance programs. Under our insurance programs, we retain the risk of loss in various amounts up to
$3 million on a per occurrence basis. Self-insurance accruals are based primarily on an actuarially estimated,
undiscounted cost of claims, which includes claims incurred but not reported. Such liabilities are based on
estimates. Historical loss development factors are utilized to project the future development of incurred losses,
and these amounts are adjusted based upon actual claim experience and settlements. While we believe that the
amounts are adequate, there can be no assurance that changes to our estimates may not occur due to
limitations inherent in the estimation process. Changes in the estimates of these accruals are charged or
credited to earnings in the period determined. Amounts estimated to be paid within the next year have been
classified as “Accrued expenses and other current liabilities” with the remainder included in “Other non-
current liabilities.”

We also maintain additional insurance at certain amounts in excess of our respective underlying retention.
Amounts recoverable from insurance companies are not offset against the related accrual as our insurance
policies do not extinguish or provide legal release from the obligation to make payments related to such
risk-related losses. Amounts expected to be received within the next year from insurance companies have been
included within “Receivables, net” with the remainder included in “Direct financing leases and other assets”
and are recognized only when realization of the claim for recovery is considered probable. The accrual for the
related claim has been classified within “Accrued expenses and other current liabilities” if it is estimated to be
paid within the next year, otherwise it has been classified in “Other non-current liabilities.”
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Residual Value Guarantees and Deferred Gains

We periodically enter into agreements for the sale and operating leaseback of revenue earning equipment.
These leases contain purchase and (or) renewal options as well as limited guarantees of the lessor’s residual
value (“residual value guarantees”). We review the residual values of revenue earning equipment that we lease
from third parties and our exposures under residual value guarantees. The review is conducted in a manner
similar to that used to analyze residual values and fair values of owned revenue earning equipment. The
residual value guarantees are conditioned on termination of the lease prior to its contractual lease term. The
amount of residual value guarantees expected to be paid is recognized as rent expense over the expected
remaining term of the lease. Adjustments in the estimate of residual value guarantees are recognized
prospectively over the expected remaining lease term. While we believe that the amounts are adequate,
changes to our estimates of residual value guarantees may occur due to changes in the market for used
vehicles, the condition of the vehicles at the end of the lease and inherent limitations in the estimation
process. See Note 19, “Guarantees,” for additional information.

Gains on the sale and operating leaseback of revenue earning equipment are deferred and amortized on a
straight-line basis over the term of the lease as a reduction of rent expense.

Income Taxes

Our provision for income taxes is based on reported earnings before income taxes. Deferred taxes are
recognized for the future tax effects of temporary differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases using tax rates in effect for the years in
which the differences are expected to reverse. The effects of changes in tax laws on deferred tax balances are
recognized in the period the new legislation is enacted. Valuation allowances are recognized to reduce deferred
tax assets to the amount that is more likely than not to be realized. In assessing the likelihood of realization,
management considers estimates of future taxable income. We calculate our current and deferred tax position
based on estimates and assumptions that could differ from the actual results reflected in income tax returns
filed in subsequent years. Adjustments based on filed returns are recorded when identified.

We are subject to tax audits in numerous jurisdictions in the U.S. and around the world. Tax audits by
their very nature are often complex and can require several years to complete. In the normal course of
business, we are subject to challenges from the IRS and other tax authorities regarding amounts of taxes due.
These challenges may alter the timing or amount of taxable income or deductions, or the allocation of income
among tax jurisdictions. We determine whether the benefits of our tax positions are more likely than not of
being sustained upon audit based on the technical merits of the tax position. For tax positions that are at least
more likely than not of being sustained upon audit, we recognize the largest amount of the benefit that is more

_likely than not of being sustained in our consolidated financial statements. For all other tax positions, we do
not recognize any portion of the benefit in our consolidated financial statements. To the extent that our
assessment of such tax positions changes, the change in estimate is recorded in the period in which the
determination is made.

Interest and penalties related to income tax exposures are recognized as incurred and included in
“provision for income taxes” in our Consolidated Statements of Earnings. Accruals for income tax exposures,
including penalties and interest, expected to be settled within the next year are included in “Accrued expenses
and other current liabilities” with the remainder included in “Other non-current liabilities” in our Consolidated
Balance Sheets. The federal benefit from state income tax exposures is included in “Deferred income taxes” in
our Consolidated Balance Sheets.

Severance and Contract Termination Costs

We recognize liabilities for severance and contract termination costs based upon the nature of the cost to
be incurred. For involuntary separation plans that are completed within the guidelines of our written
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involuntary separation plan, we record the liability when it is probable and reasonably estimable. For one-time
termination benefits, such as additional severance pay or benefit payouts, and other exit costs, such as contract
termination costs, the liability is measured and recognized initially at fair value in the period in which the
liability is incurred, with subsequent changes to the liability recognized as adjustments in the period of
change. Severance related to position eliminations that are part of a restructuring plan are recorded within
“Restructuring and other charges, net” in the Consolidated Statements of Earnings, otherwise severance is
recorded within “Salaries and employee-related costs” in the Consolidated Statements of Earnings.

Environmental Expenditures

We record liabilities for environmental assessments and (or) cleanup when it is probable a loss has been
incurred and the costs can be reasonably estimated. Environmental liability estimates may include costs such
as anticipated site testing, consulting, remediation, disposal, post-remediation monitoring and legal fees, as
appropriate. The liability does not reflect possible recoveries from insurance companies or reimbursement of
remediation costs by state agencies, but does include estimates of cost sharing with other potentially
responsible parties. Estimates are not discounted, as the timing of the anticipated cash payments is not fixed or
readily determinable. Subsequent adjustments to initial estimates are recorded as necessary based upon
additional information developed in subsequent periods. In future periods, new laws or regulations, advances
in remediation technology and additional information about the ultimate remediation methodology to be used
could significantly change our estimates. Claims for reimbursement of remediation costs are recorded when
recovery is deemed probable. )

Asset Retirement Obligations

Asset retirement obligations (ARO) are legal obligations associated with the retirement of long-lived
assets. Our ARO’s are associated with underground tanks, tires and leasehold improvements. These liabilities
are initially recorded at fair value and the related asset retirement costs are capitalized by increasing the
carrying amount of the related assets by the same amount as the liability. Asset retirement costs are
subsequently depreciated over the useful lives of the related assets. Subsequent to initial recognition, we
record period-to-period changes in the ARO liability resulting from the passage of time within “Interest
expense” in the Consolidated Statements of Earnings and revisions to either the timing or the amount of the
original expected cash flows to the related assets.

Derivative Instruments and Hedging Activities

We use financial instruments, including forward exchange contracts, futures, swaps and cap agreements to
manage our exposures to movements in interest rates and foreign currency exchange rates. The use of these
financial instruments modifies the exposure of these risks with the intent to reduce the risk or cost to us. We
do not enter into derivative financial instruments for trading purposes. We limit our risk that counterparties to
the derivative contracts will default and not make payments by entering into derivative contracts only with
counterparties comprised of large banks and financial institutions (primarily J.P. Morgan) that meet established
credit criteria. We do not expect to incur any losses as a result of counterparty default. ‘

On the date a derivative contract is entered into, we formally document, among other items, the intended
hedging designation and relationship, along with the risk management objectives and strategies for entering
into the.derivative contract. We also formally assess, both at inception and on an ongoing basis, whether the
derivatives we used in hedging transactions are highly effective in offsetting changes in fair values or cash
flows of hedged items. Cash flows from derivatives that are accounted for as hedges are classified in the
Consolidated Statements of Cash Flows in the same category as the items being hedged. When it is
determined that a derivative is not highly effective as a hedge or that it has ceased to be a highly effective
hedge, we discontinue hedge accounting prospectively.
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The hedging designation may be classified as one of the following:

No Hedging Designation. The gain or loss on a derivative instrument not designated-as an accounting
hedging instrument is recognized in earnings.

Fair Value Hedge. A hedge of a recognized asset or liability or an unrecognized firm commitment is
considered a fair value hedge. For fair value hedges, both the effective and ineffective portions of the changes
in the fair value of the derivative, along with the gain or loss on the hedged item that is attributable to the
hedged risk, are both recorded in earnings.

Cash Flow Hedge. A hedge of a forecasted transaction or of the variability of cash flows to be received
or paid related to a recognized asset or liability is considered a cash flow hedge. The effective portion of the
change in the fair value of a derivative that is declared as a cash flow hedge is recorded in “Accumulated
other comprehensive loss” until earnings are affected by the variability in cash flows of the designated hedged
item.

Net Investment Hedge. A hedge of a net investment in a foreign operation is considered a net
investment hedge. The effective portion of the change in the fair value of the derivative used as a net
investment hedge of a foreign operation is recorded in the currency translation adjustment account within
“Accumulated other comprehensive loss.” The ineffective portion, if any, on the hedged item that is
attributable to the hedged risk is recorded in earnings and reported in “Miscellaneous (income) expense, net”
in the Consolidated Statements of Earnings.

Foreign Currency Translation

Our foreign operations generally use the local currency as their functional currency. Assets and liabilities
of these operations are translated at the exchange rates in effect on the balance sheet date. If exchangeability
between the functional currency and the U.S. dollar is temporarily lacking at the balance sheet date, the first
subsequent rate at which exchanges can be made is used to translate assets and liabilities. Income statement
items are translated at the average exchange rates for the year. The impact of currency fluctuations is recorded
in “Accumulated other comprehensive loss” as a currency translation adjustment. Upon sale or upon complete

_or substantially complete liquidation of an investment in a foreign operation, the currency translation
adjustment attributable to that operation is removed from accumulated other comprehensive loss and is
reported as part of the gain or loss on sale or liquidation of the investment for the period during which the
sale or liquidation occurs. Gains and losses resulting from foreign currency transactions are recorded in
“Miscellaneous (income) expense, net” in the Consolidated Statements of Earnings.

Share-Based Compensation

The fair value of stock option awards granted after January 1, 2006 and nonvested stock awards, is
expensed on a straight-line basis over the vesting period of the awards. The fair value of stock option awards
granted prior to January 1, 2006 is expensed based on their graded vesting schedule. Share-based
compensation expense is generally reported in “Salaries and employee-related costs” in our Consolidated
Statements of Earnings. Cash flows from the tax benefits resulting from tax deductions in excess of the
compensation expense recognized for those options (windfall tax benefits) are classified as financing cash
flows. Tax benefits resulting from tax deductions in excess of share-based compensation expense recognized
are credited to additional paid-in capital in the Consolidated Balance Sheets. Realized tax shortfalls are first
offset against the cumulative balance of windfall tax benefits, if any, and then charged directly to income tax
expense. We have applied the long-form method for determining the pool of windfall tax benefits and had a
pool of windfall tax benefits for all periods presented.
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Defined Benefit Pension and Postretirement Benefit Plans

The funded status of our defined benefit pension plans and postretirement benefit plans are recognized in
the Consolidated Balance Sheets. The funded status is measured as the difference between the fair value of
plan assets and the benefit obligation at December 31, the “measurement date.” The fair value of plan assets
represents the current market value of contributions made to irrevocable trust funds, held for the sole benefit
of participants, which are invested by the trust funds. For defined benefit pension plans, the benefit obligation
represents the actuarial present value of benefits expected to be paid upon retirement based on estimated
future compensation levels. For the postretirement benefit plans, the benefit obligation represents the actuarial
present value of postretirement benefits attributed to employee services already rendered. Overfunded plans,
with the fair value of plan assets exceeding the benefit obligation, are aggregated and recorded as a prepaid
pension asset equal to this excess. Underfunded plans, with the benefit obligation exceeding the fair value of
plan assets, are aggregated and recorded as a pension and postretirement benefit liability equal to this excess.

The current portion of pension and postretirement benefit liabilities represent the actuarial present value
of benefits payable in the next 12 months exceeding the fair value of plan assets (if funded), measured on a
plan-by-plan basis. These liabilities are recorded in “Accrued expenses and other current liabilities” in the
Consolidated Balance Sheets.

Pension and postretirement benefit expense is recorded in “Salaries and employee-related costs” in the
Consolidated Statements of Earnings and includes service cost, interest cost, expected return on plan assets (if
funded), and amortization of prior service credit and net actuarial loss. Service cost represents the actuarial
present value of participant benefits earned in the current year. Interest cost represents the time value of
money cost associated with the passage of time. The expected return on plan assets represents the average rate
of earnings expected on the funds invested or to be invested to provide for the benefits included in the
obligation. Prior service credit represents the impact of negative plan amendments. Net actuarial loss arises as
a result of differences between actual experience and assumptions or as a result of changes in actuarial
assumptions. Net actuarial loss and prior service credit not recognized as a component of pension and
postretirement benefit expense as they arise are recognized as a component of accumulated comprehensive
loss in the Consolidated Statements of Shareholders’ Equity, net of tax. These pension and postretirement
items are subsequently amortized as a component of pension and postretirement benefit expense over the
remaining service period, if the majority of the employees are active, otherwise over the remaining life
expectancy, provided such amounts exceed thresholds which are based upon the benefit obligation or the value
of plan assets.

The measurement of benefit obligations and pension and postretirement benefit expense is based on
estimates and assumptions approved by management. These valuations reflect the terms of the plans and use
participant-specific information such as compensation, age and years of service, as well as certain
assumptions, including estimates of discount rates, expected return on plan assets, rate of compensation
increases, interest rates and mortality rates.

Fair Value Measurements

We carry various assets and liabilities at fair value in the Consolidated Balance Sheets. The most
significant assets and liabilities are vehicles held for sale, which are stated at the lower of carrying amount or
fair value less costs to sell, investments held in Rabbi Trusts and derivatives.

Beginning in 2008, we applied new accounting guidance which defined fair value as the exchange price
that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the
measurement date. Prior to 2008, fair value was defined as the amount at which an asset (or liability) could be
bought (or incurred) or sold (or settled) in a current transaction between willing parties, that is, other than in a
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forced or liquidation sale. Fair value measurements under the new guidance are classified based on the
following fair value hierarchy:

Level 1 Quoted prices (unadjusted) in active markets for identical assets or liabilities that we have the
ability to access at the measurement date. An active market for the asset or liability is a market in
which transactions for the asset or liability occur with sufficient frequency and volume to provide
pricing information on an ongoing basis.

Level 2 Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities;
quoted prices in markets that are not active; or model-derived valuations or other inputs that are
observable or can be corroborated by observable market data for substantially the full term of the
assets or liabilities.

Level 3 Unobservable inputs for the asset or liability. These inputs reflect our own assumptions about the
assumptions a market participant would use in pricing the asset or liability.

When available, we use unadjusted quoted market prices to measure fair value and classify such
measurements within Level 1. If quoted prices are not available, fair value is based upon model-driven
valuations that use current market-based or independently sourced market parameters such as interest rates and
currency rates. Items valued using these models are classified according to the lowest level input or value
driver that is significant to the valuation.

Revenue earning equipment held for sale is measured at fair value on a nonrecurring basis and is stated at
the lower of carrying amount or fair value less costs to sell. Investments held in Rabbi Trusts and derivatives
are carried at fair value on a recurring basis. Investments held in Rabbi Trusts include exchange-traded equity
securities and mutual funds. Fair values for these investments are based on quoted prices in active markets.
For derivatives, fair value is based on model-driven valuations using the LIBOR rate or observable forward
foreign exchange rates, which are observable at commonly quoted intervals for the full term of the financial
instrument.

Earnings Per Share

Earnings per share is computed using the two-class method. The two-class method of computing earnings
per share is an earnings allocation formula that determines earings per share for common stock and any
participating securities according to dividends declared (whether paid or unpaid) and participation rights in
undistributed earnings. Our nonvested stock (time-vested restricted stock rights, market-based restricted stock
rights and restricted stock units) are considered participating securities since the share-based awards contain a
non-forfeitable right to dividend equivalents irrespective of whether the awards ultimately vest. Under the
two-class method, earnings per common share are computed by dividing the sum of distributed earnings to
common shareholders and undistributed earnings allocated to common shareholders by the weighted average
number of common shares outstanding for the period. In applying the two-class method, undistributed earnings
are allocated to both common shares and participating securities based on the weighted average shares
outstanding during the period.

Diluted earnings per common share reflect the dilutive effect of potential common shares from stock
options. The dilutive effect of stock options is computed using the treasury stock method, which assumes any
proceeds that could be obtained upon the exercise of stock options would be used to purchase common shares
at the average market price for the period. The assumed proceeds include the purchase price the grantee pays,
the windfall tax benefit that we receive upon assumed exercise and the unrecognized compensation expense at
the end of each period. We calculate the assumed proceeds from excess tax benefits based on the deferred tax
assets actually recorded without consideration of “as if” deferred tax assets.
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Share Repurchases

Repurchases of shares of common stock are made periodically in open-market transactions and are
subject to market conditions, legal requirements and other factors. The cost of share repurchases is allocated
between common stock and retained earnings based on the amount of additional paid-in capital at the time of
the share repurchase.

Comprehensive Income (Loss)

Comprehensive income (loss) presents a measure of all changes in shareholders’ equity except for
changes resulting from transactions with shareholders in their capacity as shareholders. Our total
comprehensive income (loss) presently consists of net earnings, currency translation adjustments associated
with foreign operations that use the local currency as their functional currency, adjustments for derivative
instruments accounted for as cash flow hedges and various pension and other postretirement benefits related
items.

Recent Accounting Pronouncements

In September 2009, the Financial Accounting Standards Board (FASB) issued accounting guidance which
amends the criteria for allocating a contract’s consideration to individual services or products in multiple-
deliverable arrangements. The guidance requires that the best estimate of selling price be used when vendor
specific objective or third-party evidence for deliverables cannot be determined. This guidance is effective for
revenue arrangements entered into or materially modified in fiscal years beginning on or after June 15, 2010,
with early adoption permitted. We are in the process of evaluating the impact of this accounting guidance but
do not expect it to have a material impact on our consolidated financial position, results of operations or cash
flows.

In June 2009, the FASB issued accounting guidance which addresses the accounting and disclosure
requirements for transfers of financial assets. The guidance is effective for new transfers of financial assets
occurring in fiscal years beginning after November 15, 2009, and interim periods within those years. The
adoption of this accounting guidance did not have a material impact on our consolidated financial position,
results of operations or cash flows.

In June 2009, the FASB issued accounting guidance which amends the consolidation principles for VIEs
by requiring consolidation of VIEs based on which party has control of the entity. The guidance is effective
for fiscal years beginning after November 15, 2009, and interim periods within those fiscal years. The
adoption of this accounting guidance did not have a material impact on our consolidated financial position,
results of operations or cash flows.

2. ACCOUNTING CHANGES

Earnings Per Share

In June 2008, the FASB issued earnings per share guidance stating that unvested share-based payment
awards which contain non-forfeitable rights to dividends are considered participating securities and should be
included in the computation of earnings per share pursuant to the two-class method. We adopted the
provisions of this accounting guidance effective January 1, 2009 and computed earnings per common share
using the two-class method for all periods presented. The two-class method of computing earnings per share
reduced both full year 2008 and 2007 diluted earnings per common share by $0.02.

Business Combinations

In December 2007, the FASB revised the accounting guidance for recognizing and measuring assets
acquired and liabilities assumed in a business combination and requires, among other things, that transaction

78



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

costs in a business combination be expensed as incurred. This guidance was effective for business
combinations closing after January 1, 2009. Effective January 1, 2009, we adopted the accounting guidance
without a material impact to our consolidated financial position, results of operations or cash flows.

Fair Value Option for Financial Assets and Financial Liabilities

In February 2007, the FASB issued accounting guidance on the fair value option for financial assets and
financial liabilities. This accounting guidance permits companies to choose to measure many financial
instruments and certain other items at fair value in order to mitigate volatility in reported earnings caused by
measuring related assets and liabilities differently without having to apply complex hedge accounting
provisions. Effective January 1, 2008, we adopted the accounting guidance; however, we did not elect to
measure any financial instruments and other items at fair value under the provisions of this accounting
guidance. Consequently, this accounting guidance had no impact on our consolidated financial position, results
of operations or cash flows. '

Fair Value Measurements

In September 2006, the FASB issued accounting guidance on fair value measurements, which defines fair
value, establishes a framework for measuring fair value, and expands disclosures about fair value
measurements. We adopted the accounting guidance on January 1, 2008 for all financial assets and liabilities
and for all nonfinancial assets and liabilities recognized or disclosed at fair value in our Consolidated
Financial Statements on a recurring basis (at least annually). We adopted the accounting guidance on
January 1, 2009 for all other nonfinancial assets and liabilities recognized or disclosed at fair value on a
nonrecurring basis, including our vehicles held for sale. The adoption of this accounting guidance did not have
a material impact on our consolidated financial position, results of operations or cash flows.

Accounting for Uncertainty in Income Taxes

Effective January 1, 2007, we adopted new accounting guidance related to uncertainty in income tax
positions, which is described in Note 1, “Summary of Significant Accounting Policies.” The adoption of this
accounting guidance decreased the January 1, 2007 balance of retained earnings by $7 million and deferred
income taxes by $18 million with a corresponding increase of $25 million to the liability for uncertain tax
positions.

3. ACQUISITIONS

Edart Leasing LLC Acquisition — On February 2, 2009, we acquired the assets of Edart Leasing LLC
(“Edart”), which included Edart’s fleet of approximately 1,600 vehicles and more than 340 contractual
customers from Edart’s five locations in Connecticut for a purchase price of $86 million of which $81 million
was paid as of December 31, 2009. The purchase price consisted mainly of revenue earning equipment and
operating property. The combined network operates under the Ryder name, complementing our FMS business
segment market coverage in the Northeast. We also acquired approximately 525 vehicles for remarketing, the
majority of which were sold by the end of 2009.

Transpacific Container Terminals Ltd. and CRSA Logistics Ltd. Acquisition — On December 19, 2008,
we acquired all of the assets of Transpacific Container Terminals Ltd. and CRSA Logistics Ltd. (“CRSA”)
located in Port Coquitlam, British Columbia, as well as CRSA’s operations in Hong Kong and Shanghai,
China. The companies specialize in trans-Pacific, end-to-end transportation management and supply chain
services primarily for Canadian retailers. This acquisition adds complementary solutions to our capabilities
including consolidation services in key Asian hub and off-dock deconsolidation operations in Canada. The
purchase price was $15 million of which $12 million was paid in 2008 and $2 million was paid in 2009. The
terms of the asset purchase agreement provide for up to $4 million in contingent consideration to be paid to
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the seller if certain financial metrics are achieved. The contingent consideration will be accounted for as
additional purchase price when the contingency is resolved.

Gordon Truck Leasing Acquisition — On August 29, 2008, we acquired the assets of Gordon Truck
Leasing (“Gordon”), which included Gordon’s fleet of approximately 500 vehicles and nearly 130 contractual
customers for a purchase price of $24 million, of which $23 million was paid in 2008. The combined network
operates under the Ryder name, complementing our FMS market coverage and service network in
Pennsylvania.

Gator Leasing Acquisition — On May 12, 2008, we acquired the assets of Gator Leasing, Inc. (“Gator™),
which included Gator’s fleet of approximately 2,300 vehicles and nearly 300 contractual customers for a
purchase price of $117 million, of which $114 million was paid in 2008 and $3 million was paid in 2009. The
combined network operates under the Ryder name, complementing our FMS market coverage and service
network in Florida.

Lily Acquisition — On January 11, 2008, we completed an asset purchase agreement with Lily
Transportation Corporation (“Lily”), under which we acquired Lily’s fleet of approximately 1,600 vehicles and
over 200 contractual customers for a purchase price of $99 million, of which $97 million was paid in 2008
and $2 million was paid in 2009. The combined network operates under the Ryder name, complementing our
FMS market coverage and service network in the Northeast United States.

The following table provides a rollforward of the preliminary estimated fair values of the assets acquired
and the liabilities assumed at the date of acquisition for all 2008 acquisitions to the amounts of the final
allocation: '

Preliminary
Amount Purchase Price
Disclosed in 2008 and Accounting
Annual Report Adjustments Final Allocation
(In thousands)
Assets:
Revenue earning equipment ....................... $148,184 84 148,268
Goodwill . ........................ [P, 58,994 1,522 60,516
Tradename . ........... ... ... ... ... .......... 398 — 398
Customer relationship intangibles . .................. 21,907 (273) 21,634
Otherassets . ............cuuruurnunnn. .. P 29,285 (307) 28,978
258,768 1,026 259,794
Liabilities ............ ... ... .. . .. T (4,984) : 42 (4,942)
Netassets acquired. .. ............... ... ..., $253,784 1,068 254,852

The change in purchase price related to an additional $1 million paid in connection with a contractual net
working capital adjustment as well as transaction costs. The purchase accounting adjustments related primarily
to the completion of the valuation of customer relationship intangibles and evaluations of the physical and
market conditions of revenue. earning equipment. :

Pollock Acquisition— On October 5, 2007, we acquired the assets of Pollock NationaLease (“Pollock™),
which included Pollock’s fleet of approximately 2,000 vehicles and nearly 200 contractual customers for a
purchase price of $77 million of which $1 million was paid in 2009, $1 million was paid in 2008 and
$75 million was paid in 2007. The combined network operates under the Ryder name, complementing our
FMS and SCS market coverage and service network in Canada.

All asset purchases. in 2009, 2008 and 2007 were accounted for as an acquisition of a business. Goodwill
on these acquisitions represents the excess of the purchase price over the fair value of the underlying acquired
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net tangible and intangible assets. The factors that contributed to the recognition of goodwill included securing
buyer-specific synergies that increase revenue and profits and are not otherwise available to a market
participant and significant cost savings opportunities.

Pro Forma Information — The operating results of the acquired companies have been included in our
consolidated financial statements from the dates of acquisitions. The following table provides the unaudited pro forma
revenue, net earnings and earnings per diluted common share as if the results of the 2008 and 2007 acquisitions had
been included in operations commencing January 1, 2007. This pro forma information is not necessarily indicative
either of the combined results of operations that actually would have been realized had the acquisitions been
consummated during the periods for which the pro forma information is presented, or of future results.

Unaudited December 31

2008 2007
(In thousands, except per share
amounts)

REVEIUC. - o v v e et e e e e e e e e e e e e e e e e $6,049,390 6,511,130

NEL CAIMIIES « « o v v e et et m e e oot $ 201,712 256,748
Net earnings per common share:

BaSiC . o o st e e $ 3.56 4.30

DIULEd. © o e et e e $ 3.54 4.27

4. DISCONTINUED OPERATIONS

In December 2008, we announced strategic initiatives to improve our competitive advantage and drive
long-term profitable growth. As part of these initiatives, we decided to discontinue SCS operations in South
America and Europe. During the second half of 2009, we ceased SCS service operations in Brazil, Argentina,
Chile and European markets. Accordingly, results of these operations, financial position and cash flows are
separately reported as discontinued operations for all periods presented either in the Consolidated Financial
Statements or notes thereto.

Summarized results of discontinued operations were as follows:

Years ended December 31

2009 2008 2007
(In thousands)
TOtAl TEVENUE . . o o vt ettt iee e e i emaie e e . $70,357 207,195 217,834
Pre-tax (loss) earnings from discontinued operations .................. $(28,087) (59,367) 3,260
Income tax (benefit) EXPense. . . ... .o e (85) 1,669 (1,178)
(Loss) earnings from discontinued operations, net oftax ............... $(28,172) (57,698) 2,082

Results of discontinued operations included operating (losses) income of $(11) million, $(12) million and
$6 million in 2009, 2008 and 2007, respectively. During 2009, 2008 and 2007, we incurred restructuring and
other charges (primarily exit-related) of $17 million, $47 million and $2 million, respectively. These charges
included the following:

o Net severance and employee-related costs of $1 million in 2009, $15 million in 2008 and $1 million
in 2007, related to approximately 2,500 employees associated with these operations. In 2009, we had
severance and employee-related costs of $5 million offset by $4 million of non-cash reductions as we
refined our prior year estimates.

« Termination costs of $1 million in 2009, $4 million in 2008 and $1 million in 2007 representing the
contractual penalty for terminating leases and customer contracts before the end of the contract term.
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In 2009, we incurred contract termination costs of $3 million as we continued to negotiate with our
counterparties. The charges in 2009 were offset by $2 million of non-cash reductions as we refined
our prior year estimates.

* Asset impairments totaled $18 million in 2008 in conjunction with our decision to discontinue
operations in these regions. The review of assets for impairment was triggered by our restructuring
initiatives. The asset impairments included $11 million of SCS U.K. goodwill which represented the
entire goodwill related to this reporting unit. The asset impairment charges also included $7 million
primarily for revenue earning equipment and operating property and equipment.

* Restructuring plan implementation costs of $2 million in 2009, mostly professional service fees.

* In the fourth quarter of 2009, we substantially liquidated our investment in several foreign subsidiaries
where we ceased operations. As a result, we recognized a charge of $14 million related to
accumulated foreign currency translation losses.

* In the fourth quarter of 2008, a customer in the SCS business segment in the U.K. declared
bankruptcy. A portion of our services to this customer included the long-term financing of assets used
to support the operations. As a result of the bankruptcy, we determined that this finance lease
receivable was not recoverable and recorded a $4 million pre-tax charge. During 2009, we recovered
approximately $1 million of the receivable.

* In the second quarter of 2008, we recorded a pre-tax charge of $6.5 million ($6.8 million after-tax) for
prior years’ adjustments associated with our Brazilian SCS operation. The charge was identified in the
course of a detailed business and financial review in Brazil, which occurred following certain adverse
tax and legal developments. We determined that accruals of $3.7 million, primarily for carrier
transportation and loss contingencies related to tax and legal matters, were not established in the
appropriate period; and deferrals of $3.1 million, primarily for indirect value-added taxes, were
overstated. The charges related primarily to the period from 2004 to 2007. After considering the
qualitative and quantitative effects of the charges, we determined the charges were not material to our
consolidated financial statements in any individual prior period, and the cumulative amount was not
material to 2008 results. Therefore, we recorded the adjustment for the cumulative amount in the
second quarter of 2008.

We are subject to various claims, tax assessments and administrative proceedings associated with our
discontinued operations. We have established loss provisions for matters in which losses are deemed probable
and can be reasonably estimated. However, at this time, it is not possible for us to determine fully the ultimate
effect of all unasserted claims and assessments on our consolidated financial condition, results of operations or
liquidity. Additional adjustments and expenses may be recorded through discontinued operations in future
periods as further relevant information becomes available. Although it is not possible to predict the ultimate
outcome of these matters, we do not expect that any resulting liability will have a material adverse effect upon
our financial condition, results of operations or liquidity.

The following is a summary of assets and liabilities of discontinued operations:

December 31, December 31,
2009 2008

(In thousands)

Assets:
Total current assets ............. e $3,675 $34,401
Total @SSELs . . ..ot $7,635 $51,792
Liabilities:
Total current liabilities. . . .. ... ... o0 $7,713 $51,088
Total liabilities ... ........ ... ... . $8,957 $54,891
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At December 31, 2009, the net carrying value of operating property and equipment and revenue earning
equipment held for sale recorded at fair value was not significant. Fair value was determined based upon
recent market prices for sales of each class of similar assets and vehicle condition. Therefore, our equipment
held for sale was classified within Level 3 of the fair value hierarchy. During 2009, losses to reflect changes
in fair value were not significant. )

5. RESTRUCTURING AND OTHER CHARGES

The components of restructuring and other charges, net in 2009, 2008 and 2007 were as follows:

Years ended December 31

2009 2008 2007
(In thousands)
Restructuring charges, net:
Severance and employee-related COStS. ... ...t $2,206 11,209 8,924
Contract termMiNAtion COSES . . v v v v v v et aee — 29 591

2,206 11,238 9,515
Other charges:

Early retirement of debt. .. ... 4,178 — 1,280
Asset IMPAITMENES . . . ..o vttt et 22 10,242 —
CTOMAL o e e $6,406 21,480 10,795

As mentioned in Note 29, “Segment Reporting,” our primary measure of segment financial performance
excludes, among other items, restructuring and other charges, net. However, the applicable portion of the
restructuring and other charges, net that related to each segment in 2009, 2008, and 2007 were as follows:

Years endéd December 31

2009 2008 2007
(In thousands)
Fleet Management SOWHONS . .. .. .vvvrvnneniiri e $5,631 16,643 5,595
Supply Chain SOIONS . ... ..ottt 618 2,820 3,170
Dedicated Contract Cartiage . ... ..vvvvmneorone e e ansseese o s 41 533 1,135
Central SUPPOIT SETVICES . . . v vt ie et 116 1,484 895
Total .. oovvee e PP $6,406 21,480 10,795

2009 Activity

In the first quarter of 2009, we eliminated approximately 30 positions as part of workforce reductions
under cost containment initiatives, which began in the fourth quarter of 2008. Workforce reductions resulted in
a pre-tax restructuring charge of $3 million, and was offset by $1 million of refinements in estimates from
prior restructuring charges.

Other charges, net in 2009 consisted primarily of debt extinguishment charges of $4 million incurred as
part of a $100 million debt tender offer completed in September 2009 and described in Note 16, “Debt.” The
charge consists of $3 million premium paid on the purchase of the $100 million outstanding and $1 million
for the write-off of unamortized original debt discount and issuance costs and fees on the transaction.

2008 Activity

During the fourth quarter of 2008, we approved a plan to eliminate approximately 700 positions,
primarily in the U.S. The workforce reduction resulted in a pre-tax restructuring charge of $11 million in the
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fourth quarter of 2008, all of which related to the payment of severance and other termination benefits. These
actions were substantially completed in the first quarter of 2009.

In connection with the decision to transition out of European supply chain contracts and a declining
economic environment, we performed an impairment analysis relating to our U.K. FMS business segment.
Based on our analysis, given current market conditions and business expectations, we concluded that the fair
value of FMS U.K. was less than the carrying amount of that reporting unit. In the fourth quarter of 2008, we
recorded a non-cash pre-tax impairment charge of $10 million related to the write-off of goodwill related to
this reporting unit as the implied fair value of the goodwill was less than the carrying amount.

2007 Activity

During 2007, we approved a plan to eliminate approximately 300 positions as a result of cost
management and process improvement actions throughout our domestic and international operations and
Central Support Services (CSS). The charge related to these actions included employee severance and benefits
totaling $9 million. During 2007, we also recorded a charge of $0.6 million primarily related to costs that will
continue to be incurred on a lease facility in our international operations, which we no longer operate.

Other charges, net in 2007, included a $1 million charge incurred to extinguish debentures that were
originally set to mature in 2017. The charge related to the premium paid on the early extinguishment of debt
and the write-off of related debt discount and issuance costs. See Note 16, “Debt,” for further discussion on
the early extinguishment of debt.

The following table presents a roll-forward of the activity and balances of our restructuring reserves,
including discontinued operations for the years ended December 31, 2009 and 2008:

Deductions

Forei
Beginning Cash Non-Cash Traﬁrs?;li%irz)n Ending
Balance Additions Payments Reductions Adjustment Balance
(In thousands)

Year ended December 31, 2009:
Employee severance and benefits. .. $26,541 8,162 29,668 4,790 825 1,070
Contract termination costs . ... ... 3,482 3,098 4,851 1,687 130 172
Total ................... $30,023 11,260 34,519 6,477 955 1,242

Year ended December 31, 2008:;

Employee severance and benefits. ... $ 7,829 26,795 7,465 325 (293) 26,541
Contract termination costs . . ....... 814 3,800 1,102 13 (17) 3,482
Total ................... $ 8,643 30,595 8,567 338 (310) 30,023

(1) Non-cash reductions represent adjustments to the restructuring reserve as actual costs were less than originally estimated.

At December 31, 2009, outstanding restructuring obligations are generally required to be paid over the
next three months.
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6. RECEIVABLES
December 31

2009 2008
(In thousands)

TEadEe . .ot e e $493,203 559,923
Direct financing 1eases. . . . .« .v oottt e 68,296 69,520
TOCOME TAX © o o v e i e e e e e e e e iieve e P 31,859 2,912
TOSULAINCE. « « v oo e v e e e e et e e et e e e e e e 6,830 4,253
VEndOr TEDALES . © « o v v e e e e e e e e e 2,464 3,942
(0127 ST R I 9,817 10,303
‘ , 612,469 650,853
ALIOWANCE . . o vttt it e e R e (13,808) (15,477)
Total . oo e e PP $598,661 635,376

7. PREPAID EXPENSES AND OTHER CURRENT ASSETS

December 31

2009 2008
(In thousands)
Current deferred tax asset . :........ e e $ 12,790 - 21,733
Restricted Cash . . v oo e o et e e 21,365 32,494
Prepaid vehicle ICENSES . . ... oo oot 37,349 39,254
Prepaid OPErating taXes . . .. .o« v v oee v v eet e 10,999 12,702
Prepaid real €State TeMt. . . . ..o ottt et 8,530 10,577
Prepaid contract iNCENtiVes. . . . . ..o vttt 7,668 6,385
Prepaid software maintenance COStS . ... ...... .. ... ..« e 3,151 2,780
Prepaid benefits. . ............ ..o [ P A 8,633 3,512
Prepaid insurance . ...... ... ... e e e e 6,710 5,762
Prepaid sales commissions . . . ... e 3,807 4,774
OtRET & . o e e e e e e e e 12,039 13,603
TOUAl .« o o o e e e e e e e $133,041 153,576
8. REVENUE EARNING EQUIPMENT
Estimated . December 31, 2009 December 31, 2008
Useful Accumulated Net Book Accumulated Net Book
Lives Cost _ Depreciation Value” Cost Depreciation Value!”
(In years) (In thousands)
Held for use:
Full service lease . . ... .. 312 $5,616,102 (2,173,693) 3,442,409 5,338,834 (1,794,475) 3,544,359
Commercial rental . ... .. . 45—12 1,235404  (577,839) 657,565 1,639,520  (713,738) 925,782
Held forsale............ 340,332 (261,647) 78,685 336,524  (241,441) 95,083
Total . . .....ccovvnnn $7,191,838 (3,013,179) 4,178,659 7,314,878 (2,749,654) 4,565,224

(1) Revenue earning equipment, net includes vehicles under capital leases of $20 million, less accumulated amortization of $7 million at
December 31, 2009, and $20 million, less accumulated amortization of $5 million at December 31, 2008. Amortization expense
attributed to vehicles under capital leases is combined with depreciation expense.
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Revenue earning equipment captioned as “Full service lease” and “Commercial rental” is differentiated
exclusively by the service line in which the equipment is employed. Two core service offerings of our FMS
business segment are full service leasing and short-term commercial rental. Under a full service lease, we
provide customers with vehicles, maintenance, supplies (including fuel), ancillary services and related
equipment necessary for operation, while our customers exercise control of the related vehicles over the lease
term (generally three to seven years for trucks and tractors and up to ten years for trailers). We also provide
short-term rentals, which tend to be seasonal, to customers to supplement their fleets during peak business
periods.

In 2009, based on current and expected market conditions, we accelerated depreciation on certain classes
of vehicles expected to be sold through 2010. The impact of this change increased depreciation by $10 million
in 2009. The residual value and useful life review in 2008 did not significantly impact earnings compared to
2007.

9. OPERATING PROPERTY AND EQUIPMENT

December 31

Estimated
Useful Lives 2009 2008
i (In years) (In thousands)

Land . . ... o — $ 161,300 147,245
Buildings and improvements . ............... .. ... 10— 40 647,128 622,894
Machinery and equipment . ... ... ...... ... . .. ... .. ... ... ... 3—10 481,603 499,444
Other . .. 3—10 109,536 119,660
1,399,567 1,389,243

Accumulated depreciation ........... P (855,657)  (842,427)
Total . ... $ 543,910 546,816
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10. GOODWILL

The carrying amount of goodwill attributable to each reportable business segment with changes therein

was as follows:

Fleet Supply Dedicated
Management Chain Contract
Solutions Solutions Carriage Total
(In thousands)
Balance at January 1, 2008
GoodWill . .. e $135,550 45,019 4,900 185,469
Accumulated impairment losses™ . .. — (18,899) — (18,899)
135,550 26,120 4,900 166,570
AcqUISItion® . . . ... 60,034 2,656 — 62,690
Impairment 10SS€s . ... ... (10,322) (10,938) — (21,260)
Foreign currency translation adjustment . ................. (5,758) (3,989) — (9,747)
Balance at December 31, 2008
GoodWill . .. e 189,826 43,686 4,900 238,412
Accumulated impairment losses . .............. ... ..., (10,322)  (29,837) — (40,159)
179,504 13,849 4,900 198,253
Acquisitions®. . ... ... ... 14,871 1,365 — 16,236
Foreign currency translation adjustment. . . ............. 1,388 567 — 1,955
Balance at December 31, 2009
Goodwill . ....... ... ... .. ... 206,085 34,680 4,900 245,665
Accumulated impairment losses . . ................... (10,322) (18,899) _— (29,221)
$195,763 15,781 4,900 216,444

(1) Accumulated impairment losses were calculated from January I, 2002, which was the adoption date for the accounting guidance on

goodwill impairment, through January 1, 2008.

(2) See Note 3, “Acquisitions,” for additional information on acquisitions and purchase price adjustments.

(3) Adjusted for write-off of SCS UK goodwill and accumulated impairment loss upon discontinuance of operations in 2009.

On April 1st of this year, we completed our annual goodwill impairment test and determined there was
no impairment. However, based on market conditions in the fourth quarter of 2008 and our decision to exit
certain contracts in SCS Europe we performed an interim impairment test as of December 31, 2008. We

determined that goodwill associated with our U.K. reporting units was impaired and we recorded an

impairment charge of $21 million for all goodwill in the U.K. as of December 31, 2008. The impairment

charge for the FMS UK goodwill was recorded within “Restructuring and other charges, net” in our

Consolidated Statements of Earnings and the impairment charge for the SCS UK goodwill was recorded
within “(Loss) earnings from discontinued operations, net of tax” in our Consolidated Statements of Earnings.
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11. INTANGIBLE ASSETS

December 31

2009 2008
(In thousands)
Indefinite lived intangible assets— Trade name . . . ............cvvinnnennnnn... $ 9,084' 9,084
Finite lived intangible assets:

Customer relationship intangibles. .. ....... ... ... . 37,497 33470
Accumulated amOTtiZation . . . .. ...ttt (8,252) (5,027)
29,245 28,443
Foreign currency translation adjustment . . . .. ............. ... ... .. 791 (822)
Total . . $39,120 36,705

The Ryder trade name has been identified as having an indefinite useful life. Customer relationship
intangibles are being amortized on a straight-line basis over their estimated useful lives, generally 10-15 years.
We recorded amortization expense associated with finite lived intangible assets of approximately $3 million in
2009, $2 million in 2008 and $1 million in 2007. The future amortization expense for each of the five
succeeding years related to all intangible assets that are currently recorded in the Consolidated Balance Sheets
is estimated to be as follows at December 31, 2009:

(In thousands)
2000 . $ 3,233
200 . 3,056
2002 . 3,056
200 3,056
2004 . 2,248
Total . . e $14,649

12. DIRECT FINANCING LEASES AND OTHER ASSETS

December 31

2009 2008
(In thousands)

Direct financing leases, Net .. ... ... .ttt $285,273 285,506
Investments held in Rabbi Trusts . .. ... ... et i 19,686 16,950
Insurance receivables . . . .. .. ... i 13,300 10,401
Debt 1SSUANCE COSS .« v v v v oottt et 17,009 11,731
Prepaid pension asset. . .. ... .. 10,588 5,270
Contract IMCENLIVES . . . . oottt ettt e e e e e e e e 21,776 21,896
SWaP AZIEEMENL . . . . o\ vttt e e e e 12,101 18,391
Other .. 21,591 14,784

Total . ... . e $401,324 384,929
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13. ACCRUED EXPENSES AND OTHER LIABILITIES

December 31, 2009 December 31, 2008
Accrued Non-Current Accrued Non-Current
Expenses Liabilities Total Expenses Liabilities Total
(In thousands)

Salaries and wages .......... $ 45,349 —_ 45,349 69,697 — 69,697
Deferred compensation . ... ... 5,068 16,970 22,038 1,453 18,050 19,503
Pension benefits ............ 2,695 328,571 331,266 2,501 504,714 507,215
Other postretirement benefits . . . 3,214 46,115 49,329 3,350 43,027 46,377
Employee benefits. . ......... 2,346 — 2,346 5,185 e 5,185
Insurance obligations™ . ... ... 111,144 151,045 262,189 109,167 164,372 273,539
Residual value guarantees . . . .. 2,177 1,872 4,049 651 1,738 2,389
Vehiclerent. .. ............. 129 8,568 8,697 16,680 7,167 23,847
Deferred vehicle gains........ 790 2,259 3,049 808 3,120 3,928
Environmental liabilities ...... 5,285 9,578 14,863 3,848 11,623 15,471
Asset retirement obligations. . . . 4,881 11,435 16,316 4,544 11,146 15,690
Operating taxes . . . ........ e 70,370 —_ 70,370 73,280 — 73,280
Income taxes. .............. 459 73,311 73,770 4,183 52,700 56,883
Restructuring. . . ............ 1,114 128 1,242 29,857 166 30,023
Interest . . .............. ... 29,123 —_ 29,123 34,547 — 34,547
Customer deposits . . . ........ 29,511 — 29,511 27,017 — 27,017
Foreign exchange contracts . . . . — — — 607 — 607
Other .................... 41,290 31,761 73,051 44,445 19,457 63,902

Total .........coono... $354,945 681,613 1,036,558 431,820 837,280 1,269,100

(1) Insurance obligations are comprised primarily of self-insurance accruals.

We retain a portion of the accident risk under vehicle liability and workers’ compensation insurance
programs. Self-insurance accruals are based primarily on actuarially estimated, undiscounted cost of claims,
and include claims incurred but not reported. Such liabilities are based on estimates. Historical loss
development factors are utilized to project the future development of incurred losses, and these amounts are
adjusted based upon actual claim experience and settlements. While we believe the amounts are adequate,
there can be no assurance that changes to our estimates may not occur due to limitations inherent in the
estimation process. In recent years, our development has been favorable compared with historical selected loss
development factors because of improved safety performance, payment patterns and seftlement patterns.
During 2009, 2008 and 2007, we recorded a benefit of $1 million, $23 million, and $24 million, respectively,
within “Operating expense” in our Consolidated Statements of Earnings, to reduce estimated prior years’ self-
insured loss reserves for the reasons noted above.
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14. INCOME TAXES

The components of earnings from continuing operations before income taxes and the provision for
income taxes from continuing operations were as follows:
Years ended December 31
2009 2008 2007
(In thousands)

Earnings from continuing operations before income taxes:

United States .. ... i e $132,235 352,180 356,155
Boreign . . e 11,534 57,108 46,049
Total. ..o $143,769 409,288 402,204
Current tax (benefit) expense from continuing operations:
Federal™ .. ... ... . $(44,832) 1,084 58,225
State 6,037 4,444 9,348
BOreIgn .. e (236) 17,381 18,654

(39,031) 22,909 86,227

Federal. . .. ... .. 90,433 114,778 64,412
R 1 2,736 11,776 10,424
Foreign . ... ... . (486) 2,246  (10,638)
92,683 - 128,800 64,198

Provision for income taxes from continuing operations: ............ $ 53,652 151,709 150,425

(1) Excludes federal and state tax benefits resulting from the exercise of stock options and vesting of restricted stock awards, which were
credited directly to “Additional paid-in capital” and excludes federal and state tax benefits resulting from the expiration of a cross-
currency swap in 2007, which was credited directly to “Accumulated other comprehensive loss.”

A reconciliation of the federal statutory tax rate with the effective tax rate from continuing operations
follows:

Years ended December 31

2009 2008 2007

(Percentage of pre-tax earnings)
Federal statutory taXx rate . . . ... ... ittt e 35.0 35.0 35.0
Impact on deferred taxes for changes intaxrates ........................ 3.7 (0.6) (1.4)
State income taxes, net of federal income tax benefit ..................... 6.0 4.0 3.7
Tax reviews and audits. . ... ... ... 2.8) 2.7) (0.8)
Restructuring and other charges, net. . ................................ 1.7 1.1 —
Miscellaneous items, DEt . . . . . ... ittt 11 03 ig
Effective tax rate . . . . ... oottt 37.3 37.1 374
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Tax Law Changes

The effects of changes in tax laws on deferred tax balances are recognized in the period the new
legislation is enacted. The following provides a summary of the impact of changes in tax laws on net earnings
from continuing operations and net earnings per diluted common share from continuing operations by tax
jurisdiction:

Diluted Earnings Per
Tax Jurisdiction Enactment Date Net Earnings Share
(In thousands)

2009

Ontario, Canada. . ........................ December 15, 2009 $4,100 $ 0.07
State of Wisconsin . .. ..................... February 19, 2009 $ 513 $ 0.01
2008

State of Massachusetts . . . ... ov i iiinnnnn July 2, 2008 $1,759 $0.03
2007

Canada .. ... e December 14, 2007 $3,837 $ 0.06
State of Maryland .............. ... ........ November 19, 2007 $ (504) $(0.01)
United Kingdom . ............coiiiininn.n. July 19, 2007 $ 810 $0.01
State of New York . . . oo v i i i April 1, 2007 $ 970 $0.02

Deferred Income Taxes

The components of the net deferred income tax liability were as follows:

December 31
2009 2008
(In thousands)

Deferred income tax assets:

Self-iNSUrance aCCIUALS . « o v v v vt et it et e it et ettt et e e $ 33,139 50,999
Net operating loss carryforwards. . .. ... ... ... . i 69,807 69,251
Alternative Minimum tAXES. . . . . v vttt e e 9,679 12,493
Accrued compensation and benefits .. ..... ... ... i 38,024 36,367
Federal benefit on state tax positions ............ .. .. ey 17,987 16,203
CPenSION DENEIIIS . . . e e 121,115 186,507
Miscellaneous other accruals . ... ..ottt it ettt 30,143 33,644
' 319,894 405,464
Valuation alloWanCe . . . .. .ottt it e e e (36,573) (34,549)

283,321 370,915

Deferred income tax liabilities:

' Property and equipment bases difference. .. ........ ... ... .o (1,292,691) (1,254,567)
OHREE FEOIMIS .+« + v e e e e e e e e e e e e e e e e e e e (13,714) (11,980)
(1,306,405)  (1,266,547)

Net deferred income tax lability™ . ... ... ... ... i $(1,023,084)  (895,632)

(1) Deferred tax assets of $13 million and $22 million have been included in “Prepaid expenses and other current assets” at
December 31, 2009 and 2008, respectively.
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We do not provide for U.S. deferred income taxes on temporary differences related to our foreign
investments that are considered permanent in duration. These temporary differences consist primarily of
undistributed foreign earnings of $429 million at December 31, 2009. A full foreign tax provision has been
made on these undistributed foreign earnings. Determination of the amount of deferred taxes on these
temporary differences is not practicable due to foreign tax credits and exclusions.

At December 31, 2009, various U.S. subsidiaries have state net operating loss carryforwards of
$39 million expiring through tax year 2029. We also have foreign net operating losses of $31 million that are
available to reduce future income tax payments in several countries, subject to varying expiration rules. We
had unused alternative minimum tax credits, for tax purposes, of $10 million at December 31, 2009 available
to reduce future income tax liabilities. The alternative minimum tax credits may be carried forward
indefinitely. A valuation allowance has been established to reduce deferred income tax assets, principally
foreign tax loss carryforwards to amounts more likely than not to be realized.

Uncertain Tax Positions

We are subject to tax audits in numerous jurisdictions in the U.S. and around the world. Tax audits by
their very nature are often complex and can require several years to complete. In the normal course of
business, we are subject to challenges from the Internal Revenue Service (IRS) and other tax authorities
regarding amounts of taxes due. These challenges may alter the timing or amount of taxable income or
deductions, or the allocation of income among tax jurisdictions. As part of our calculation of the provision for
income taxes on earnings, we determine whether the benefits of our tax positions are at least more likely than
not of being sustained upon audit based on the technical merits of the tax position. For tax positions that are
more likely than not of being sustained upon audit, we accrue the largest amount of the benefit that is more
likely than not of being sustained in our Consolidated Financial Statements. Such accruals require
management to make estimates and judgments with respect to the ultimate outcome of a tax audit. Actual
results could vary materially from these estimates.

The following is a summary of tax years that are no longer subject to examination:

Federal — audits of our U.S. federal income tax returns are closed through fiscal year 2006. In the first
quarter of 2009, the IRS completed their examination of our U.S. income tax returns for 2004 through 2006.
The statute of limitations for the 2006 years will expire on September 15, 2010.

State — for the majority of states, we are no longer subject to tax examinations by tax authorities for tax
years before 2006.

Foreign — we are no longer subject to foreign tax examinations by tax authorities for tax years before
2001 in Canada and Brazil, and 2003 and 2007 in Mexico and the U.K., respectively, which are our major
foreign tax jurisdictions. In Brazil, we were assessed $15 million, including penalties and interest, related to
the tax due on the sale of our outbound auto carriage business in 2001. We believe it is more likely than not
that our tax position will ultimately be sustained and no amounts have been reserved for this matter.
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The following table summarizes the activity related to unrecognized tax benefits (excluding the federal
benefit received from state positions): :

December 31

2009 2008 2007
(In thousands)

Balance at January 1. .. .. ... $51,741 65,306 65,415
Additions based on tax positions related to the current year . . ............. 12,422 6,840 5,571
Additions for tax positions of prior years. . . ........... ... . ... 9,615 — 772
Reductions for tax positions of prior years. . . ........... ... i L. —  (11,296) (4,637)
SEtIEMEIES. . . v v vttt et e e e e e e e e e e (1,995) (1,664) —_
Reductions due to lapse of applicable statute of limitations ............... (2,289) (7,445) (1,815)
Gross balance at December 31 . ... ... .. . .. .. ... T, 69,494 51,741 65,306

Interest and penalties . ......... ... .. 6,709 3,996 9,792
Balance at December 31 . ... .. ... ... .. $76,203 55,737 75,098

Of the total unrecognized tax benefits, $58 million (net of the federal benefit on state issues) represents
the amount of unrecognized tax benefits that, if recognized, would favorably affect the effective tax rate in
future periods. The total amount of accrued interest and penalties, net of the federal benefit on state issues,
resulting from such unrecognized tax benefits was $6 million and $4 million at December 31, 2009 and 2008,
respectively. For the years ended December 31, 2009, 2008 and 2007, we recognized an income tax benefit
related to interest and penalties of $0.6 million, $2 million and $0.1 million, respectively, within “Provision
for income taxes” in our Consolidated Statements of Earnings. Unrecognized tax benefits related to federal,
state and foreign tax positions may decrease by $2 million by December 31, 2010, if audits are completed or
tax years close during 2010. '

Like-Kind Exchange Program

We have a like-kind exchange program for certain of our revenue earning equipment operating in the
U.S. Pursuant to the program, we dispose of vehicles and acquire replacement vehicles in a form whereby tax
gains on disposal of eligible vehicles are deferred. To qualify for like-kind exchange treatment, we exchange,
through a qualified intermediary, eligible vehicles being disposed of with vehicles being acquired allowing us
to generally carryover the tax basis of the vehicles sold (“like-kind exchanges™). The program is expected to
result in a material deferral of federal and state income taxes. As part of the program, the proceeds from the
sale of eligible vehicles are restricted for the acquisition of replacement vehicles and other specified
applications. Due to the structure utilized to facilitate the like-kind exchanges, the qualified intermediary that
holds the proceeds from the sales of eligible vehicles and the entity that holds the vehicles to be acquired
under the program are required to be consolidated in the accompanying Consolidated Financial Statements in
accordance with U.S. GAAP. At December 31, 2009 and 2008, these consolidated entities had total assets of
$29 million and $70 miltion, respectively.

15. LEASES

Leases as Lessor

We lease revenue earning equipment to customers for periods generally ranging from three to seven years
for trucks and tractors and up to ten years for trailers. From time to time, we may also lease facilities to third
parties. The majority of our leases are classified as operating leases. However, some of our revenue earning
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equipment leases are classified as direct financing leases and, to a lesser extent, sales-type leases. The net
investment in direct financing and sales-type leases consisted of:
December 31

2009 2008
(In thousands)

Total minimum lease payments receivable . ... ........... .. $ 582,532 602,577
Less: EXECULOIY COSES .+ o v v vttt vt ettt et ettt et ettt ettt et e eas (189,057) (204,601)
Minimum lease payments receivable ............... ... i, 393,475 397,976
Less: Allowance for uncollectibles. . ................. e (813) (4,724)
Net minimum lease payments receivable ............... ... ... . ... . ... 392,662 393,252
Unguaranteed residuals . ... ... o e 59,049 58,989
Less: Unearned INCOME . . . .. oo ittt e et et e e (98,142)  (97,215)
Net investment in direct financing and sales-type leases . .................... 353,569 355,026
L1511 T0 (o) ¢ PN (68,296)  (69,520)
NOD-CUITENE POTHOM . . . v v v vt ettt e e e et et et e e e $ 285,273 285,506

Leases as Lessee

We lease vehicles, facilities and office equipment under operating lease agreements. Rental payments on
certain vehicle lease agreements vary based on the number of miles run during the period. Generally, vehicle
lease agreements specify that rental payments be adjusted periodically based on changes in interest rates and
provide for early termination at stipulated values. None of our leasing arrangements contain restrictive
financial covenants.

We periodically enter into sale and leaseback transactions in order to lower the total cost of funding our
operations, to diversify our funding among different classes of investors (e.g., regional banks, pension plans,
insurance companies, etc.) and to diversify our funding among different types of funding instruments. These
sale-leaseback transactions are often executed with third-party financial institutions. In general, these sale-
leaseback transactions result in a reduction in revenue earning equipment and debt on the balance sheet, as
proceeds from the sale of revenue earning equipment are used primarily to repay debt. Sale-leaseback
transactions will result in reduced depreciation and interest expense and increased equipment rental expense.
During 2007, we completed a sale-leaseback transaction of revenue earning equipment with a third-party and
this transaction qualified for off-balance sheet operating lease treatment. Proceeds from the sale-leaseback
transaction totaled $150 million. This lease contains limited guarantees by us of the residual values of the
leased vehicles (residual value guarantees) that are conditioned upon disposal of the leased vehicles prior to
the end of their lease term. We did not enter into any sale-leaseback transactions during 2009 and 2008.

Certain leases contain purchase and (or) renewal options, as well as limited guarantees for a portion of
the lessor’s residual value. The residual value guarantees are conditional on termination of the lease prior to its
contractual lease term. The amount of residual value guarantees expected to be paid is recognized as rent
expense over the expected remaining term of the lease. Facts and circumstances that impact management’s
estimates of residual value guarantees include the market for used equipment, the condition of the equipment
at the end of the lease and inherent limitations in the estimation process. See Note 19, “Guarantees,” for
additional information.

During 2009, 2008 and 2007, rent expense (including rent of facilities classified within “Operating
expense,” in our Consolidated Statements of Earnings but excluding contingent rentals) was $163 million,
$171 million, and $173 million, respectively. During 2009, 2008 and 2007 contingent rental expense (income)
comprised of residual value guarantees, payments based on miles run and adjustments to rental payments for
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changes in interest rates on all other leased vehicles were $(2) million, $(1) million and $2 million,
respectively.

Lease Payments

Future minimum payments for leases in effect at December 31, 2009 were as follows:

As Lessor™” As Lessee
Direct
Operating Financing Operating
Leases Leases Leases
(In thousands)
2000 . ... e $1,251,376 135,064 79,234
200 . .. e e 982,272 114,134 100,338
2002 . e e e s 684,694 97,583 49,405
2003 e e e 411,772 78,391 34,594
D0T4 . . o oo 215,836 62,747 40,763
Thereafter . . ... ...ttt e et 149,272 94,613 34,041
Total . . . .. e $3,695,222 582,532 338,375

(1) Amounts do not include contingent rentals, which may be received under certain leases on the basis of miles of use or changes in the
Consumer Price Index. Contingent rentals from operating leases included in revenue during 2009, 2008 and 2007 were $326 million,
$354 million and $383 million, respectively. Contingent rentals from direct financing leases included in revenue during 2009, 2008

and 2007 were $13 million, $14 million and $16 million, respectively.

The amounts in the previous table related to the lease of revenue earning equipment are based upon the
general assumption that revenue earning equipment will remain on lease for the length of time specified by
the respective lease agreements. The future minimum payments presented above related to the lease of revenue

earning equipment are not a projection of future lease revenue or expense; no effect has been given to

renewals, new business, cancellations, contingent rentals or future rate changes. Total future sublease rentals
from revenue earning equipment under operating leases as lessee of $125 million are included within the

future minimum rental payments for operating leases as lessor.
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16. DEBT

‘Weighted-Average
Interest Rate
December 31

2009

Short-term debt and current portion of long-term
debt:

Unsecured foreign obligations .............. 6.98 %
Trade receivables program .. ............... —%
Current portion of long-term debt, including

capital leases .........................

Total short-term debt and current portion of long-
termdebt. . .......... ..
Long-term debt:
U.S. commercial paper @ ... L. 0.43%
Canadian commercial paper @ ... ... ... —%
Unsecured U.S. notes — Medium-term notes'” . . 5.89%

Unsecured U.S. obligations, principally bank

termloans ............. ... .. ... ..., 1.45%
Unsecured foreign obligations .............. 5.22%
Capital lease obligations. . ................. 8.26%

Total before fair market value adjustment. . ... ...

Fair market value adjustment on notes subject to
hedging®. . ... ...

Current portion of long-term debt, including capital
leases . ...

Longtermdebt ...........................
Totaldebt .............................

2008

9.03%
2.77%

3.63%
2.80%
5.73%

3.40%
5.07%
9.31%

Maturities

December 31

2009 2008

2010

2012

2010-2025

2010-2013
2010-2012
2010-2017

(1) We had unamortized original issue discounts of $12 million at both December 31, 2009 and 2008.

(In thousands)

$ 5369 14,635
— 190,000

227,248 179,627

232,617 384,262

191,934 34,804
—_— 8,283
2,032,344 2,306,751

132,150 157,150
112,782 120,944
11,011 11,841

2,480,221 2,639,773

12,101 18,391
2,492,322 2,658,164

(227,248) (179,627)
2,265,074 2,478,537
$2,497,691 2,862,799

(2) Commercial paper borrowings are supported by the long-term revolving credit facility; therefore, we have classified the commercial

paper as long-term debt.

(3) The notional amount of executed interest rate swaps designated as fair value hedges was $250 million at both December 31, 2009

and 2008.
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Maturities of debt were as follows:

Capital Leases Debt
(In thousands)

2010 .. ... FR R EEEERE $ 2,676 230,752
D11 1 T A 2,297 419,448
21} b T A 2,223 452,547
713 & I I 2,036 361,784
2014 ........... R R, 2,030 249,979
Ther@after . . . . o o o oot e e . 2,486 772,170

V) [P 13,748 2,486,680
Tmputed SMEErest. . . .. ... .vvonuemnr e 2,737)

Present value of minimum capitalized lease payments . . ................ 11,011
Current POrtiON . . . ... .vvenee e (1,865)

Long-term capitalized lease obligation . . ............. i $ 9,146

Debt Facilities

In April 2009, we executed a new $875 million global revolving credit facility with a syndicate of
thirteen lending institutions led by Bank of America N.A., Bank of Tokyo-Mitsubishi UFJ, Lid., Mizuho
Corporate Bank, Ltd., Royal Bank of Scotland Plc and Wells Fargo N.A. This facility replaced a $870 million
credit facility that was scheduled to mature in May 2010. The new global credit facility matures in April 2012
and is used primarily to finance working capital and provide support for the issuance of unsecured commercial
paper in the U.S. and Canada. This facility can also be used to issue up to $75 million in letters of credit
(there were no letters of credit outstanding against the facility at December 31, 2009). At our option, the
interest rate on borrowings under the credit facility is based on LIBOR, prime, federal funds or local
equivalent rates. The credit facility’s current annual facility fee is 37.5 basis points, which applies to the total
facility size of $875 million. This fee ranges from 22.5 basis points to 62.5 basis points and is based on
Ryder’s long-term credit ratings. The credit facility contains no provisions limiting its availability in the event
of a material adverse change to Ryder’s business operations; however, the credit facility does contain standard
representations and warranties, events of default, cross-default provisions, and certain affirmative and negative
covenants. In order to maintain availability of funding, we must maintain a ratio of debt to consolidated
tangible net worth, of less than or equal to 300%. Tangible net worth, as defined in the credit facility, includes
50% of our deferred federal income tax liability and excludes the book value of our intangibles. The ratio at
December 31, 2009 was 155%. At December 31, 2009, $681 million was available under the credit facility.

We have a trade receivables purchase and sale program, pursuant to which we sell certain of our domestic
trade accounts receivable to a bankruptcy remote, consolidated subsidiary of Ryder, that in turn may sell, on a
revolving basis, an ownership interest in certain of these accounts receivable to a receivables conduit or
committed purchasers. We use this program to provide additional liquidity to fund our operations, particularly
when it is cost effective to do so. The costs under the program may vary based on changes in interest rates. In
October 2009, we renewed the trade receivables purchase and sale program. The available proceeds amount
that may be received under the program was reduced at that time from $250 million to $175 million at our
election based on our projected financing requirements. If no event occurs which causes early termination, the
364-day program will expire on October 29, 2010. The program contains provisions restricting its availability
in the event of a material adverse change to our business operations or the collectibility of the collateralized
receivables. At December 31, 2009, no amounts were outstanding under the program. At December 31, 2008,
$190 million was outstanding under the program and was included within “Short-term debt and current portion
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of long-term debt” on our Consolidated Balance Sheets. At December 31, 2008, the amount of collateralized
receivables under the program was $210 million.

In August 2008, we issued $300 million of unsecured medium-term notes maturing in September 2015. If
the notes are downgraded following, and as a result of, a change of control, the note holder can require us to
repurchase all or a portion of the notes at a purchase price equal to 101% of the principal amount plus accrued
and unpaid interest. Our other outstanding unsecured U.S. notes are not subject to change of control
repurchase obligations. In February 2008, we issued $250 million of unsecured medium-term notes maturing
in March 2013. The proceeds from the notes were used for general corporate purposes.

In February 2007, Ryder filed an automatic shelf registration statement on Form S-3 with the Securities
and Exchange Commission. The registration is for an indeterminate number of securities and is effective for
three years. Under this universal shelf registration statement, we have the capacity to offer and sell from time
to time various types of securities, including common stock, preferred stock and debt securities, subject to
market demand and ratings status.

Debt Retirements

In September 2009, we completed a $100 million debt tender offer at a total cost of $104 million. We
purchased $50 million aggregate principal amount of outstanding 5.95% medium-term notes maturing May
2011 and $50 million aggregate principal amount of outstanding 4.625% medium-term notes maturing April
2010. We recorded a pre-tax debt extinguishment charge of $4 million which included $3 million for the
premium paid and $1 million for the write-off of unamortized original debt discount and issuance costs and
fees on the transaction. These charges have been included within “Restructuring and other charges, net.”

In 1987, we issued at a discount $100 million principal amount of unsecured debentures due May 2017 at
a stated interest rate of 9%%, payable semi-annually. In 1986, we issued at a discount $100 million principal
amount of unsecured debentures due May 2016, with a stated interest rate of 9.0%, payable semi-annually.
During 2007, we retired the remaining $53 million principal amount of the 2017 debentures at a premium.
Also during 2007, we made a sinking fund payment to retire the remaining $10 million principal amount of
the 2016 debentures. We recognized pre-tax charges of $1 million in 2007 related to the premium paid on the
early extinguishment and the write-off of related debt discount and issuance costs in connection with these
retirements. These charges have been included within “Restructuring and other charges, net.”

17. FAIR VALUE MEASUREMENTS

The following tables present our assets and liabilities that are measured at fair value on a recurring basis
and the levels of inputs used to measure fair value: '

Fair Value Measurements
At December 31, 2009 Using

Balance Sheet Location Level 1 Level 2 Level 3 Total
(In thousands)

Assets:
Investments held in Rabbi Trusts. . . . .. .. DFL and other assets  $19,686 — — 19,686
Interest rate swap . ... ............... DFL and other assets — 12,101 - 12,101
Total assets at fair value .. .......... $19,686 12,101 — 31,787

98



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

Fair Value Measurements
At December 31, 2008 Using

Balance Sheet Location Level 1 Level 2 Level 3 Total
(In thousands)

Assets:
Investments held in Rabbi Trusts. ... .... DFL and other assets  $16.,950 — — 16,950
Interest 1ate SWap . . .. cvevnov e ennn DFL and other assets — 18,391 — 18,391
Total assets at fair value . ........... $16,950 18,391 — 35,341
Liabilities: v
Foreign exchange contracts . . .......... Accrued expenses $ — 607 — __ 607
Total liabilities at fair value.......... $ — 607 = __607

The following table presents our assets that are measured at fair value on a nonrecurring basis and the
levels of inputs used to measure fair value:

Fair Value Me t )
Jair Value Measroments Tl L
Level1  Level 2 Level 3 2009
Assets:
Revenue earning equipment held forsale ................. $— — 44,276 $52,284
Operating property and equipment held forsale ............ —_ o 8,753 6,676
Total assets at fair valtue . . .. oo ve v i $— — 53,029 $58,960

(1) Total losses represent fair value adjustments for all vehicles and property held for sale throughout the period for which fair value
was less than carrying value.

Revenue earning equipment held for sale is stated at the lower of carrying amount or fair value less costs
to sell. For revenue earning equipment held for sale, we stratify our fleet by vehicle type (tractors, trucks,
trailers), weight class, age and other relevant characteristics and create classes of similar assets for analysis
purposes. Fair value was determined based upon recent market prices obtained from our own sales experience
for sales of each class of similar assets and vehicle condition. Therefore, our revenue earning equipment held
for sale was classified within Level 3 of the fair value hierarchy. At December 31, 2009, the net carrying
value of revenue earning equipment held for sale was $79 million, of which $44 million was recorded at fair
value less costs to sell of $0.8 million. In 2009, 2008 and 2007, we recorded a loss to reflect changes in fair
value of $52 million, $29 million and $42 million, respectively, within “Depreciation expense” in the
Consolidated Statements of Earnings.

Operating property and equipment held for sale represents a SCS facility in Singapore for which the
carrying amount was required to be written down to fair value of $9 million, resulting in an impairment loss
of $7 million. Fair value was based on an appraisal of the facility determined using observable market data
and adjusted for recent offers. Therefore, our operating property and equipment held for sale is classified
within Level 3 of the fair value hierarchy.

Total fair value of debt at December 31, 2009 and 2008 was $2.60 billion and $2.55 billion, respectively.
For publicly-traded debt, estimates of fair value are based on market prices. For other debt, fair value is
estimated based on rates currently available to us for debt with similar terms and remaining maturities. The
carrying amounts reported in the Consolidated Balance Sheets for cash and cash equivalents, accounts
receivable and accounts payable approximate fair value because of the immediate or short-term maturities of

these financial instruments.

99



RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

18. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT
Interest Rate Risk

From time to time, we enter into interest rate swap and cap agreements to manage our fixed and variable
interest rate exposure and to better match the repricing of debt instruments to that of our portfolio of assets.
We assess the risk that changes in interest rates will have either on the fair value of debt obligations or on the
amount of future interest payments by monitoring changes in interest rate exposures and by evaluating hedging
opportunities. We regularly monitor interest rate risk attributable to both our outstanding or forecasted debt
obligations as well as our offsetting hedge positions. This risk management process involves the use of
analytical techniques, including cash flow sensitivity analysis, to estimate the expected impact of changes in
interest rates on our future cash flows.

In February 2008, we entered into an interest rate swap with a notional amount of $250 million maturing
in March 2013. The swap was designated as a fair value hedge whereby we receive fixed interest rate
payments in exchange for making variable interest rate payments. The differential to be paid or received is
accrued and recognized as interest expense. The interest rate swap agreement effectively changed $250 million
of fixed-rate debt with an interest rate of 6.00% to LIBOR-based floating-rate debt at a rate of 2.90% and
5.25% at December 31, 2009 and 2008, respectively. Changes in the fair value of the interest rate swap are
offset by changes in the fair value of the debt instrument. Accordingly, there is no ineffectiveness related to
the interest rate swap.

Currency Risk

From time to time, we use forward foreign currency exchange contracts and cross-currency swaps to
manage our exposure to movements in foreign currency exchange rates.

During 2009 and 2008, we entered into forward foreign currency exchange contracts to mitigate the risk
of foreign currency movements on intercompany transactions. At December 31, 2009, there were no forward
foreign currency exchange contracts outstanding. At December 31, 2008, the aggregate notional value of the
outstanding contracts was $13 million. These forward foreign currency exchange contracts were accounted for
as cash flow hedges. The fair values of the forward foreign currency exchange contracts were recognized as an
adjustment to “Accumulated other comprehensive loss.” Amounts reclassified to earnings from “Accumulated
other comprehensive loss” were immaterial.

During 2002, we entered into a five-year $78 million cross-currency swap to hedge our net investment in
a foreign subsidiary. The swap matured in November 2007. The hedge was effective in eliminating the risk of
foreign currency movements on the investment and, as such, was accounted for under the net investment
hedging rules. Losses associated with changes in the fair value of the cross-currency swap for the year ended
December 31, 2007 were $6 million and were reflected in the currency translation adjustment within
“Accumulated other comprehensive loss.” The accumulated derivative net loss for the cross-currency swap was
$17 million, net of tax of $9 million, and will be recognized in earnings upon sale or repatriation of our net
investment in the foreign subsidiary. By rule, interest costs associated with the CIOSs-Currency swap were
required to be reflected in “Accumulated other comprehensive loss” and totaled $4 million at December 31,
2009. These interest costs will also be recognized in earnings upon sale or repatriation of our net investment
in the foreign subsidiary.
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The location and amount of gains (losses) on derivative instruments and related hedged items reported in
the Consolidated Statements of Earnings were as follows:

Location of Gain

(Loss) Recognized December 31

Fair Value Hedging Relationship in Income 2009 2008 2007

(In thousands)
Derivative: Interest 1ate SWap . . ... oo v vee e - Interest expense  $(6,290) 18,391 (96)
Hedged item: Fixed-rate debt . . .........oovvnnvvnnnnnn Interest expense 6,290 (18,391) 96
TOAl « oot ettt $ — — =

19. GUARANTEES

We have executed various agreements with third parties that contain standard indemnifications that may
require us to indemnify a third party against losses arising from a variety of matters such as lease obligations,
financing agreements, environmental matters, and agreements to sell business assets. In each of these
instances, payment by Ryder is contingent on the other party bringing about a claim under the procedures
outlined in the specific agreement. Normally, these procedures allow us to dispute the other party’s claim.
Additionally, our obligations under these agreements may be limited in terms of the amount and (or) timing of
any claim. We have entered into individual indemnification agreements with each of our independent directors,
through which we will indemnify such director acting in good faith against any and all losses, expenses and
Jiabilities arising out of such director’s service as a director of Ryder. The maximum amount of potential
future payments under these agreements is generally unlimited.

We cannot predict the maximum potential amount of future payments under certain of these agreements,
including the indemnification agreements, due to the contingent nature of the potential obligations and the
distinctive provisions that are involved in each individual agreement. Historically, no such payments made by
us have had a material adverse effect on our business. We believe that if a loss were incurred in any of these
matters, the loss would not have a material adverse impact on our consolidated results of operations or
financial position.

At December 31, 2009 and 2008, the maximum determinable exposure of each type of guarantee and the
corresponding liability, if any, recorded on the Consolidated Balance Sheets were as follows:

December 31, 2009 December 31, 2008
Maximum Carrying Maximum Carrying
Exposure of  Amount of  Exposure of  Amount of
Guarantee Guarantee Liability Guarantee Liability

(In thousands)

Vehicle residual value guarantees — finance lease

programs™ . ... ... o J $ 2,285 1,255 2,332 935
Used vehicle financing . .. .. ..o oo 1,595 104 4,162 472
Standby letters of credit .. ... 7,506 7,527 7,778 —

TOtAl. « v o e $11,386 8,886 14,272 1,407

(1) Amounts exclude contingent rentals associated with residual value guarantees on certain vehicles held under operating leases for
which the guarantees are conditioned upon disposal of the leased vehicles prior to the end of their lease term. At December 31,
2009 and 2008, our maximum exposure for such guarantees was approximately $159 million and $200 million, respectively, with
$4 million and $2 million recorded as a liability at 2009 and 2008, respectively.

We have provided vehicle residual value guarantees to independent third parties for certain finance lease
programs made available to customers. If the sales proceeds from the final disposition of the assets are less
than the residual value guarantee, we are required to pay the difference to the independent third party. The
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individual customer finance leases expire periodically through 2017 but may be extended at the end of each
lease term. At both December 31, 2009 and 2008, our maximum exposure for such guarantees was
approximately $2 million, with $1 million recorded as a liability in both 2009 and 2008.

We maintain agreements with independent third parties for the financing of used vehicle purchases by
customers. Certain agreements require that we provide financial guarantees on defaulted customer contracts up
to a maximum exposure amount. The individual used vehicle purchase contracts expire periodically through
2012. At December 31, 2009 and 2008, our maximum exposure for such guarantees was approximately
$2 million and $4 million, respectively, with approximately $0.1 million and $0.5 million recorded as a
liability at December 31, 2009 and 2008, respectively.

At December 31, 2009 and 2008, we had letters of credit and surety bonds outstanding, which primarily
guarantee various insurance activities as noted in the following table:

December 31

2009 2008
(In thousands)
Letters of credit. . . ... $179,507 199,643
Surety bonds . . ... 83,231 49,523

Certain of these letters of credit and surety bonds guarantee insurance activities associated with insurance
claim liabilities transferred in conjunction with the sale of our automotive transport business, reported as
discontinued operations in previous years. To date, the insurance claims representing per-claim deductibles
payable under third-party insurance policies have been paid and continue to be paid by the company that
assumed such liabilities. However, if all or a portion of the estimated outstanding assumed claims of
approximately $8 million at December 31, 2009 are unable to be paid, the third-party insurers may have
recourse against certain of the outstanding letters of credit provided by Ryder in order to satisfy the unpaid
claim deductibles. In order to reduce our potential exposure to these claims, during 2009 we drew upon an
$8 million outstanding letter of credit provided by the purchaser and recorded a deposit and corresponding
liability at December 31, 2009. Periodically, an actuarial valuation will be made in order to better estimate the
amount of outstanding insurance claim liabilities.

20. SHAREHOLDERS’ EQUITY

In December 2009, our Board of Directors authorized a share repurchase program intended to mitigate
the dilutive impact of shares issued under our various employee stock, stock option and employee stock
purchase plans. Under the December 2009 program, management is authorized to repurchase shares of
common stock in an amount not to exceed the number of shares issued to employees under the Company’s
various employee stock, stock option and employee stock purchase plans from December 1, 2009 through
December 15, 2011. The December 2009 program limits aggregate share repurchases to no more than
2 million shares of Ryder common stock. Share repurchases of common stock are made periodically in
open-market transactions and are subject to market conditions, legal requirements and other factors.
Management may establish prearranged written plans for the Company under Rule 10b5-1 of the Securities
Exchange Act of 1934 as part of the December 2009 program, which allow for share repurchases during
Ryder’s quarterly blackout periods as set forth in the trading plan. We did not repurchase any shares under this
program in 2009,

In December 2007, our Board of Directors authorized a $300 million discretionary share repurchase
program over a period not to exceed two years. Additionally, our Board of Directors authorized a separate
two-year anti-dilutive repurchase program. The anti-dilutive program limited aggregate share repurchases to no
more than 2 million shares of Ryder common stock. Towards the end of the third quarter of 2008, we paused
purchases under both programs given market conditions at that time. We resumed purchases under both
programs in the fourth quarter of 2009 through the end of the programs’ two year terms. In 2009 and 2008,
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we repurchased and retired 2,348,909 shares and 2,615,000 shares, respectively, under the $300 million
program at an aggregate cost of $100 million and $170 million, respectively. In 2009 and 2008, we
repurchased and retired 377,372 shares and 1,363,436 shares, respectively, under the anti-dilutive program at
an aggregate cost of $16 million and $86 million, respectively.

In May 2007, our Board of Directors authorized a $200 million share repurchase program over a period
not to exceed two years. This program was completed during the third quarter of 2007 and we repurchased
and retired 3,713,783 shares at an aggregate cost of $200 million.

In May 2006, our Board of Directors authorized a two-year share repurchase program intended to
mitigate the dilutive impact of shares issued under our various employee stock option and stock purchase
plans. The May 2006 program limited aggregate share repurchases to no more than 2 million shares of Ryder
common stock. This program was completed during the first quarter of 2007. In 2007, we repurchased and
retired 168,715 shares under the May 2006 program at an aggregate cost of $9 million.

21. ACCUMULATED OTHER COMPREHENSIVE LOSS \

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

Accumulated
Currency Unrealized Other
Translation  Net Actuarial ~ Prior Service  Transition Gain (Loss) Comprehensive
Adjustments Loss'" Credit?  Obligation'” on Derivatives Loss
: (In thousands)
January 1,2007 .. ... ... $ 54,847 (216,470) 14,979 114 36 (146,494)
AMOrtization . . . .. ..o — 13,280 (1,988) 23) — 11,269
Pension curtailment . .. ............. . — 10,510 — — — 10,510
Current period change® ... ............ 62,051 31,839 — — (52 93,838
December 31,2007 . ... ... ..o 116,898  (160,841) 12,991 91 (16) (30,877)
Amortization . . ... .. ..o — 4,350 (1,765) 21) — 2,564
Pension curtailment . ... ...... ... ... .. — 1,031 (2,318) — — (1,287)
Current period change .. .............. (180,819) (333,689) — — ng) (514,627)
December 31,2008 . ...... ... ... .. (63,921) (489,149) 8,908 70 (135) (544,227)
Amortization . .............. ... ... —_— 15,855 (1,550) (18) —_ 14,287
Pension curtailment . .. .............. —_ (12,182) 124 — —_ (12,058)
Realized currency translation loss, net® . . 14,212 — — — —_— 14,212
Current period change . . .. ........... 82,687 66,031 — = 149 148,867
December 31,2009 . . .. . ............. $ 32978 (419,445) 7,482 52 14 (378,919)

(1) Amounts pertain to our pension and (or) postretirement benefit plans.
(2) The 2007 currency translation adjustment amount includes a $9 million tax benefit from the settlement of our cross-currency swap.

(3) Amount pertains to liquidation of our investments in several discontinued operations.
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22. EARNINGS PER SHARE INFORMATION

The following table presents the calculation of basic and diluted earnings per common share from
continuing operations:
Years ended December 31

2009 2008 2007

(In thousands, except
per share amounts)

Earnings per share — Basic:

Earnings from continuing operations. . ........................... .. $90,117 257,579 251,779
Less: Distributed and undistributed earnings allocated to nonvested stock. . . . (964) (2,353) (1,570)
Earnings from continuing operations available to common shareholders —

Basic ... $89,153 255226 250,209
Weighted average common shares outstanding — Basic. . ............... 55,035 56,204 59,324
Earnings from continuing operations per common share — Basic. . . . . ... .. $ 1.62 4.54 4.22

Earnings per share — Diluted:

Earnings from continuing operations. . ........................... .. $90,117 257,579 251,779
Less: Distributed and undistributed earnings allocated to nonvested stock. . . . (964) (2,341) (1,561)
Earnings from continuing operations available to common shareholders —

Diluted. . . ... $89,153 255,238 250,218
Weighted average common shares outstanding — Basic................. 55,035 56,204 59,324
Effect of dilutive options . ............. ... ... ... . . . ... 59 335 404
Weighted average common shares outstanding — Diluted . .............. 55,094 56,539 59,728
Earnings from continuing operations per common share — Diluted . . . . . . . . $ 162 4.51 4.19
Anti-dilutive equity awards not included above . ... ................... 2,632 1,109 871

23. SHARE-BASED COMPENSATION PLANS

The following table provides information on share-based compensation expense and income tax benefits
recognized in 2009, 2008 and 2007:

Years ended December 31.

2009 2008 2007
(In thousands)
Stock option and stock purchase plans . ..................... ... . ... $ 9,887 10,617 9,717
Nonvested Stock. . . . ... 6,517 6,459 7,037
Share-based compensation eXpense. . . ... .........u s 16,404 17,076 16,754
Income tax benefit. ........... ... ... ... 5,412) (5,673) (5,608)
Share-based compensation expense, net of tax. .. ..................... $10,992 11,403 11,146

Total unrecognized pre-tax compensation expense related to share-based compensation arrangements at
December 31, 2009 was $22 million and is expected to be recognized over a weighted-average period of
approximately 1.7 years. The total fair value of equity awards vested during the years ended December 31,
2009, 2008, and 2007 was $14 million, $14 million, and $15 million, respectively. ‘
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"Share-Based Incentive Awards

Share-based incentive awards are provided to employees under the terms of six share-based compensation
plans (collectively, the “Plans”). The Plans are administered by the Compensation Committee of the Board of
Directors. Awards under the Plans principally include at-the-money stock options and nonvested stock. The
amount of shares authorized to be issued under the Plans was 8.0 million at December 31, 2009. There were
4.1 million unused shares available to be granted under the Plans as of December 31, 2009.

A majority of share-based compensation expense is generated from stock options. Stock options are
awards which allow employees to purchase shares of our stock at a fixed price. Stock option awards are
granted at an exercise price equal to the market price of our stock at the time of grant. These awards, which
generally vest one-third each year, are fully vested three years from the grant date and generally have
contractual terms of seven years.

Restricted stock awards are nonvested stock rights that are granted to employees and entitle the holder to
shares of common stock as the award vests. Participants are entitled to non-forfeitable dividend equivalents on
such awarded shares, but the sale or transfer of these shares is restricted during the vesting period. Time-
vested restricted stock rights typically vest in three years regardless of company performance. The fair value
of the time-vested awards is determined and fixed on the grant date based on Ryder’s stock price on the date
of grant. Market-based restricted stock awards include a market-based vesting provision. For the 2009 grant,
employees only receive the grant of stock if Ryder’s cumulative average total shareholder return (TSR) at least
meets the S&P 500 cumulative average TSR over an applicable three-year period. For the grants issued prior
to 2009, employees only receive the grant of stock if Ryder’s total shareholder return (TSR) at least meets the
S&P 500 TSR over an applicable three-year period. The fair value of the market-based awards is determined
on the date of grant and is based on the likelihood of Ryder achieving the market-based condition. Expense on
the market-based restricted stock awards is recognized regardless of whether the awards vest.

Employees granted market-based restricted stock rights also received market-based cash awards. The cash
awards granted during 2009 and 2008 have the same vesting provisions as the market-based restricted stock
rights except that Ryder’s TSR must at least meet the TSR of the 33rd percentile of the S&P 500. The cash
awards granted in 2007 are expected to approximate the amount of the tax liability relating to the vesting of
the restricted stock awards and will vest on the same date as the market-based restricted stock awards. The -
cash awards are accounted for as liability awards as the cash settlement amount is based upon the price of our
common stock. As a result, the liability is adjusted to reflect fair value at the end of each reporting period.
The fair value of the cash awards was estimated using a lattice-based option pricing valuation model that
incorporates'a Monte-Carlo simulation. The liability related to the cash awards was $4 million at both
December 31, 2009 and 2008. In addition-to the share-based compensation expense noted in the previous
table, we recognized compensation expense of $2 million, $3 million, and $0.1 million during the years ended
December 31, 2009, 2008, and 2007, respectively, related to cash awards.

We grant restricted stock units (RSUs) to non-management members of the Board of Directors. Once
granted, RSUs are eligible for non-forfeitable dividend equivalents but have no voting rights. The fair value of
the awards is determined and fixed on the grant date based on Ryder’s stock price on the date of grant. The
board member receives the RSUs upon their departure from the Board. The initial grant of RSUs will not vest
unless the director has served a minimum of one year. When the board member receives the RSUs, they are
redeemed for an equivalent number of shares of Ryder’s common stock. Compensation expense for RSUs was
historically based on assumed years of service to retirement at age 72. However, because the RSUs do not
contain an explicit service vesting period, except for the initial grant, compensation expense should have been
recognized in the year the RSUs were granted rather than over the assumed years of service. The one-time
impact of accelerating the recognition of compensation expense on previously issued RSUs was a pre-tax
charge of $2 million for 2007.
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Option Awards

The following is a summary of option activity under our stock option plans as of December 31, 2009, and

changes during the year ended December 31, 2009:

Weighted-

Weighted- Average
Average Remaining
Exercise Contractual Aggregate
Shares Price Term Intrinsic Value
(In thousands) (In years) (In thousands)
Options outstanding at January 1 ................ 2,418 $47.34
Granted. . ......... ... ... . 922 32.75
Exercised ............ ..., (96) 19.85
Forfeited orexpired. ......................... (215) 48.35
Options outstanding at December 31 ............. 3,029 $43.70 4.3 $11,024
Vested and expected to vest at December 31...... .. 2,937 $44.04 4.2 $ 9,641
Exercisable at December 31.................... 1,558 $45.00 3.0 $ 3,192

The aggregate intrinsic values in the table above represent the total pre-tax intrinsic value (the difference
between the market price of Ryder’s stock on the last trading day of the year and the exercise price, multiplied
by the number of in-the-money options) that would have been received by the option holders had all option
holders exercised their options at year-end. The amount changes based on the fair market value of Ryder’s

stock.

Information about options in various price ranges at December 31, 2009 follows:

Options Outstanding

Options Exercisable

Weighted-
Average Weighted- Weighted-
Remaining Average Exercise Average Exercise
Price Ranges Shares Contractual Term Price Shares Price
(In thousands) (In years) (In thousands) )
Less than $35.00 . . . . .. 969 5.6 $31.35 100 $19.95
35.00-40.00 .......... 212 1.6 37.00 212 37.00
40.00-45.00 .......... 708 2.8 43.46 700 43.48
45.00 and over ....... 1,140 4.6 55.46 546 54.64
Total ............. 3,029 4.3 $43.70 1,558 $45.00

106



RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)
Stock Awards

The following is a summary of the status of Ryder’s nonvested stock awards as of December 31, 2009
and changes during the year ended December 31, 2009:

Time-Vested Market-Based Vested

Weighted- Weighted-
Average Average

Grant Date Grant Date

Shares Fair Value Shares Fair Value

(In thousands) (In thousands)

Nonvested stock outstanding at January 1 ......... 276 $53.84 266 $36.55
Granted . . oo oo e e 60 32.44 201 16.49
Vested .ottt (48) 51.82 (72) 25.59
FOEEItEA . + « o e e e e oo e et e (30) 52.87 [&3)) 33.40
Nonvested stock outstanding at December 31.... ... 258 $49.32 364 $29.13

Stock Purchase Plan

Ryder maintains an Employee Stock Purchase Plan (ESPP), which enables eligible participants in the
U.S. and Canada to purchase full or fractional shares of Ryder common stock through payroll deductions of
up to 15% of eligible compensation. The ESPP provides for quarterly offering periods during which shares
may be purchased at 85% of the fair market value on either the first or the last trading day of the quarter,
whichever is less. Stock purchased under the ESPP must generally be held for 90 days. The amount of shares
authorized to be issued under the existing ESPP was 2.7 million at December 31, 2009. There were
0.3 million unused shares available to be granted under the ESPP at December 31, 2009.

The following table summarizes the status of Ryder’s stock purchase plan:

Weighted-
Weighted- Average
Average Remaining
Exercise Contractual Aggregate
Shares Price Term Intrinsic Value
(In thousands) (In years) (In thousands)
Outstanding at January 1 .. .........oooeeennnes — $ —
Granted. . .. e 239 25.42
Exercised ... ..o (239) 25.42
Forfeited or expired . . ... .o — —
Outstanding at December 31 .. .......coovovnns — $ — — $—
Exercisable at December 31. . ........ ...t — $ — $—

|

Share-Based Compensation Fair Value Assumptions

The fair value of each option award is estimated on the date of grant using a Black-Scholes-Merton
option-pricing valuation model that uses the weighted-average assumptions noted in the table below. Expected
volatility is based on historical volatility of Ryder’s stock and implied volatility from traded options on
Ryder’s stock. The risk-free rate for periods within the contractual life of the stock option award is based on
the yield curve of a zero-coupon U.S. Treasury bond on the date the stock option award is granted with a
maturity equal to the expected term of the stock option award. We use historical data to estimate stock option
exercises and forfeitures within the valuation model. The expected term of stock option awards granted is
derived from historical exercise experience under the share-based employee compensation arrangements and
represents the period of time that stock option awards granted are expected to be outstanding. The fair value
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of market-based stock awards is estimated using a lattice-based option-pricing valuation model that
incorporates a Monte-Carlo simulation. Estimates of fair value are not intended to predict actual future events
or the value ultimately realized by employees who receive equity awards, and subsequent events are not
indicative of the reasonableness of the original estimates of fair value made by Ryder.

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

Years ended December 31

2009 2008 2007
Option plans:
Expected dividends ................. ... .. .. . .. . . . 1.5% 1.6% 1.6%
Expected volatility . ................... ... . ... . . . . 46.4% 31.9% 26.9%
Risk-freerate. .......................... ... ... . 2.8% 2.4% 4.8%
Expectedterm ................... ... ... .. . ... . . . 3.1 years 3.7 years 3.9 years
Grant-date fair value .................... ... ... $ 926 $ 1400 $ 12.82
Purchase plan:
Expected dividends .............. ... ... ... .. . .. 2.8% 1.6% 1.6%
Expected volatility . ................... .. ... .. ... . 67.6% 45.7% 25.0%
Risk-freerate......................... ... ... . . 0.2% 1.9% 4.7%
Expected term ................ .. ... ... .. .. .. . . . 0.25 years 0.25 years 0.25 years
Grant-date fair value .................. .. .. ... . . . . $ 943 % 1400 $ 10.40

Exercise of Employee Stock Options and Purchase Plans

The total intrinsic value of options exercised during the years ended December 31, 2009, 2008, and 2007
was $2 million, $29 million, and $17 million, respectively. The total cash received from employees as a result
of exercises under all share-based employee compensation arrangements for the years ended December 31,
2009, 2008, and 2007 was $7 million, $55 million, and $42 million, respectively. In connection with these
exercises, the tax benefits realized from share-based employee compensation arrangements were $0.4 million,
$8 million, and $5 million for the years ended December 31, 2009, 2008, and 2007, respectively.

24. EMPLOYEE BENEFIT PLANS
Pension Plans

Ryder historically sponsored several defined benefit pension plans covering most employees not covered
by union-administered plans, including certain employees in foreign countries. These plans generally provided
participants with benefits based on years of service and career-average compensation levels. The funding
policy for these plans were to make contributions based on annual service costs plus amortization of unfunded
past service liability, but not greater than the maximum allowable contribution deductible for federal income
tax purposes. We may, from time to time, make voluntary contributions to our pension plans, which exceed the
amount required by statute. The majority of the plans’ assets are invested in a master trust that, in turn, is
invested primarily in listed stocks and bonds. As discussed under Pension Curtailments, we have frozen all of
our major defined benefit pension plans.

Ryder has a non-qualified supplemental pension plan covering certain U.S. employees, which provides for
incremental pension payments from Ryder’s funds so that total pension payments equal the amounts that
would have been payable from Ryder’s principal pension plans if it were not for limitations imposed by
income tax regulations. The accrued pension liability related to this plan was $37 million at both
December 31, 2009 and 2008.
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Ryder also participates in multi-employer plans that provide defined benefits to certain employees
covered by collective-bargaining agreements. Such plans are usually administered by a board of trustees
comprised of the management of the participating companies and labor representatives. The net pension cost
of these plans is equal to the annual contribution determined in accordance with the provisions of negotiated
labor contracts. Assets contributed to such plans are not segregated or otherwise restricted to provide benefits
only to employees of Ryder.

Pension Expense

Pension expense for continuing operations was as follows:

Years ended December 31
2009 2008 2007
(In thousands)

Company-administered plans:

SEIVICE COSE & v v v v e e e ee et e ettt $ 21,022 25,162 37,689
TIEEIESE COSE & o v v v v e e v oot e e ee e an e 93,008 92,468 86,614
Expected return on plan assets. . ... ... .vui e (74,925) (120,627) (118,529)
Curtailment 1088 (ZAIN) . .« .ot v ee e 58 (3,607) —
Amortization of:
Transition Obligation . . .. ..o v ve v 25) (29) (32)
Net 2ctuarial 108S .« oo oo i i et e ee oo e it 24,028 5,947 19,400
Prior service Credit . . . .o v vt e e (2,192) (2,524) (2,898)
60,974 (3,210) 22,244
Union-administered PIans . . . . ..ot 5,256 4,886 4,843
Net PENSION EXPENSE . .+« « v v v v enee s enne e st $ 66,230 1,676 27,087
Company-administered plans:
U, e e $ 50,863 (5,568) 11,182
2 LT+ TP 10,111 2,358 11,062
60,974 (3,210) 22,244
Union-administered Plans . . . ... ooovv v 5,256 4,886 4,843
$ 66,230 1,676 27,087

The following table sets forth the weighted-average actuarial assumptions used for Ryder’s pension plans
in determining annual pension expense: :

U.S. Plans Foreign Plans
Years ended December 31 Years ended December 31
2009 2008 2007 2009 2008 2007
DiSCOUNE TALE . v v v v e e enveeaaeenaeenes 625% 635% 6.00% 681% 5.66% 4.84%
Rate of increase in compensation levels . ........ 4.00% - 4.00% 4.00% 424% 413% 3.33%
Expected long-term rate of return on plan assets. . . 790% 8.40% 850% 115% 150% 7.50%
Transition amortization in years . .............. —_ — — 2 4 5
Gain and loss amortization in years . ........... 27 28 8 17 11 8

The return on plan assets assumption reflects the weighted-average of the expected long-term rates of
return for the broad categories of investments held in the plans. The expected long-term rate of return is
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adjusted when there are fundamental changes in expected returns or in asset allocation strategies of the plan
assets.

Pension Curtailments

Over the past few years, we have made the following major amendments to our defined benefit retirement
plans:

* In July 2009, our Board of Directors approved an amendment to freeze our United Kingdom (UK)
retirement plan for all participants effective March 31, 2010.

¢ In July 2008, our Board of Directors approved an amendment to freeze the defined benefit portion of
our Canadian retirement plan effective January 1, 2010 for current participants who do not meet
certain grandfathering criteria.

* In January 2007, our Board of Directors approved the amendment to freeze the U.S. pension plans
effective December 31, 2007 for current participants who did not meet certain grandfathering criteria.

As a result of these amendments, non-grandfathered plan participants will cease accruing benefits under
the plan as of the respective amendment effective date and will begin receiving an enhanced benefit under a
defined contribution plan. All retirement benefits earned as of the amendment effective date will be fully
preserved and will be paid in accordance with the plan and legal requirements. The freeze of the Canadian
defined benefit plan created a pre-tax curtailment gain in 2008 of $4 million. There was no material impact to
our financial condition and operating results from the other plan amendments in 2009 or 2007.
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Obligations and Funded Status

The following table sets forth the benefit obligations, assets and funded status associated with Ryder’s
pension and supplemental pension plans:
December 31

2009 2008
(In thousands)

Change in benefit obligations:

Benefit obligations at January 1 ... ... $1,477,485 1,522,482
Service cost, including discontinued operations . .......... ... 21,405 26,601
TOEEIESE COSE + « v o v e v et e et e et e et e e 93,008 92,468
Actuarial 1088 (Z2IN) .« . oo oot vt 58,236 (24,446)
Benefits Paid . . ..o oottt (67,335) (58,653)
CURLAIIMENE © o v o e e e e ettt et et e e (7,677) (1,033)
Foreign currency exchange rate changes ............ ..o 28,438 (79,934)

Benefit obligations at December 31 .. ... .. ... i 1,603,560 1,477,485

Change in plan assets:

Fair value of plan assets at January 1 ...........ooueennnnnnninneeres 975,540 1,521,387
Actual return on Plan @SSeS . ... ... i e 213,768 (428,573)
Employer contribution . ... ... ..ouiuiiiii e 130,931 20,694
Participants’ contributions. . .. ... 1,303 1,827
Benefits PAid . .. v v (67,335) (58,653)
Foreign currency exchange rate changes . ......... ... 28,675 (81,142)

Fair value of plan assets at December 31 ............ .. 1,282,882 975,540

FUNAEA SEALUS . + + v e e e e e e e e et et e e e e e $ (320,678) (501,945)

Amounts recognized in the consolidated balance sheets consisted of:

December 31

2009 2008
(In thousands)
INODCUITENE ASSEL « + + « = v e v e e e e e et e e e m e e i am e ms e e $ 10,588 5,270
Current Hability. . . . .« vttt (2,695) (2,501)
Noncurrent Hability . . o« oo v oot (328,571) (504,714)
Net amount TeCOZNMIZEA . . . .« o oot vttt ittt $(320,678) (501,945)

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

December 31

2009 2008
(In thousands)
Transition ObLGAtION . . .« .ttt $ (76) (101)
Prior Service Credit . ..o v v e (9,886) (11,905)
Net ACtUATAL 1088, + o v v vttt e e et et e e 638,385 750,325
Net amount TECOZMZEA .« .+« v v v vt vvt e $628,423 738,319
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In 2010, we expect to recognize approximately $2 million of the prior service credit and $19 million of
the net actuarial loss as a component of pension expense.

The following table sets forth the weighted-average actuarial assumptions used for Ryder’s pension plans
in determining funded status:

U.S. Plans Foreign Plans
December 31 December 31
2009 2008 2009 2008
Discountrate. . . ... 6.20% 6.25% 5.93% 6.77%
Rate of increase in compensation levels . ........................... 4.00% 4.00% 3.54% 4.04%

At December 31, 2009 and 2008, our pension obligations (accumulated benefit obligations (ABO) and
projected benefit obligations (PBO)) greater than the fair value of related plan assets for our U.S. and foreign
plans were as follows:

U.S. Plans Foreign Plans Total
December 31 December 31 December 31
2009 2008 2009 2008 2009 2008

(In thousands)
Accumulated benefit obligations. . $1,254,161 1,215,254 313,470 218,467 1,567,631 1,433,721
Plans with ABO in excess of plan

assets:

PBO .................... $1,287,929 1,249,751 6,406 5,157 1,294,335 1,254,908
ABO.................... $1,254,161 1,215,254 5,664 4,436 1,259,825 1,219,690
Fair value of plan assets. . .. .. $ 963,068 747,694 —_ — 963,068 747,694

Plans with PBO in excess of plan

assets:

PBO .................... $1,287,929 1,249,751 6,406 5,157 1,294,335 1,254,908
ABO.................... $1,254,161 1,215,254 5,664 4,436 1,259,825 1,219,690
Fair value of plan assets. . . . .. $ 963,068 747,694 — —_ 963,068 747,694

Plan Assets

Ryder’s pension investment strategy is to maximize the long-term rate of return on plan assets within an
acceptable level of risk in order to minimize the cost of providing pension benefits. The plans utilize several
investment strategies, including actively and passively managed equity and fixed income strategies. The
investment policy establishes a target allocation for each asset class. Deviations between actual pension plan
asset allocations and targeted asset allocations may occur as a result of investment performance during a
month. Rebalancing of our pension plan asset portfolios is evaluated each month based on the prior month’s
ending balances and rebalanced if actual allocations exceed an acceptable range. Our U.S. plans account for
approximately 75% of Ryder’s total pension plan assets. The target allocations for our U.S. plans are 65%
equity securities, 30% fixed income and 5% to all other types of investments. Equity securities primarily
include investments in large-cap and mid-cap companies primarily in the United States and both domestic and
international mutual funds. Fixed income securities include corporate bonds, U.S. Treasuries, mutual funds and
other fixed income investments, primarily mortgage-backed securities. Other types of investments include
private equity funds. The target allocations for our international plans are 67% equity securities and 33% fixed
income. Equity and fixed income securities in our international plans include actively and passively managed
mutual funds.
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The following table presents the fair value of each major category of pension plan assets and the level of
inputs used to measure fair value as of December 31, 2009:

Fair Value Measurements at
December 31, 2009

Asset Category Total Level 1 Level 2 Level 3
(In thousands)
Cash D L $ 102,389 102,389 — —
Equity Securities:
U.S. COMPAIIES . . o vvvvreenvaeae e 72,881 72,881 —_ —_
US. mutual funds . ... it 412,386 —_ 412,386 —_
Foreign mutual funds. . ......... ... 321,633 —_ 321,633 —
Fixed income securities:
Corporate bonds ... ... ...viiiiii 38,726 38,726 — —
Mutual funds. . ..o v v e e 306,355 —_ 306,355 —_
Other (primarily mortgage-backed securities) . .......... 9,321 — 9,321 —_
Private equity funds. /. ... .. ..o 19,191 — — 19,191
TOtAL .+ v e e e e e e e e $1,282,882 213,996 1,049,695 19,191

(1) We made voluntary pension contributions at the end of December 2009 of $102 million, which had not yet been invested in target
asset classes.

The following is a description of the valuation methodologies used for our pension assets as well as the
level of input used to measure fair value:

Cash and cash equivalents — These investments are short term investment funds that invest in
government securities that have a maturity of 90 days or less. Fair values for these investments were based on
quoted prices in active markets and were therefore classified within Level 1 of the fair value hierarchy.

Equity securities — These investments include common and preferred stocks and index mutual funds that
track U.S. and foreign indices. Fair values for the common and preferred stocks were based on quoted prices
in active markets and were therefore classified within Level 1 of the fair value hierarchy. The mutual funds
were valued at the unit prices established by the funds’ sponsors based on the fair value of the assets
underlying the funds. Since the units of the funds are not actively traded, the fair value measurements have
been classified within Level 2 of the fair value hierarchy.

Fixed income securities — These investments include investment grade bonds of U.S. issuers from diverse
industries, index mutual funds that track the Barclays Aggregate Index and other fixed income investments
(primarily mortgage-backed securities). Fair values for the corporate bonds were based on quoted prices in
active markets and were therefore classified within Level 1 of the fair value hierarchy. The mutual funds were
valued at the unit prices established by the funds’ sponsors based on the fair value of the assets underlying the
funds. Since the units of the funds are not actively traded, the fair value measurements have been classified
within Level 2 of the fair value hierarchy. The other investments are not actively traded and fair values are
estimated using bids provided by brokers, dealers or quoted prices of similar securities with similar
characteristics or pricing models. Therefore, the other investments have been have been classified within
Level 2 of the fair value hierarchy.

Private equity funds — These investments represent limited partnership interests in private equity funds.
The partnership interests are valued by the general partners based on the underlying assets in each fund. The
limited partnership interests are valued using unobservable inputs and have been classified within Level 3 of
the fair value hierarchy.
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The following table presents a summary of changes in the fair value of the pension plans’ Level 3 assets
for the year ended December 31, 2009:

(In thousands)

Beginning balance at January 1,2009. . ............ ... ... ... . ... . ... ... $24,333
Return on plan assets:
Relating to assets still held at the reporting date . ......... ... .. (6,265)
Relating to assets sold during the period . .. .................... ... ... .. ... . 2,420
Purchases, sales, settlements and CXPENSES . . . (1,297)
Ending balance at December 31,2009 ......................... . ... . ... ... $19,191

The following table details pension benefits expected to be paid in each of the next five fiscal years and
in aggregate for the five fiscal years thereafter:

(In thousands)

2000 .o $ 73,324
2001 .o 77,478
2002 82,135
003 87,267
004 . 92,141
20015-2019 . ..o 539,642

For 2010, pension contributions to Ryder’s pension plans are estimated to be $17 million.

Savings Plans

U.S. employees who do not actively participate in our U.S. pension plans are eligible to participate in an
enhanced Savings Plan (Enhanced Savings Plan). The Enhanced Savings Plan provides for (i) a company
contribution even if employees do not make contributions, (ii) a company match of employee contributions of
eligible pay, subject to IRS limits and (iii) a discretionary company match based on our performance. Our
original Savings Plan only provided for a discretionary company match based on our performance. Savings
plan costs totaled $22 million in 2009, $29 million in 2008, and $9 million in 2007.

Deferred Compensation and Long-Term Compensation Plans

We have deferred compensation plans that permit eligible U.S. employees, officers and directors to defer
a portion of their compensation. The deferred compensation liability, including Ryder matching amounts and
accumulated earnings, totaled $22 million and $20 million at December 31, 2009 and 2008, respectively.

We also had long-term incentive compensation plans under which the Compensation Committee of the
Board of Directors was authorized to reward key executives with additional compensation contingent upon
attainment of critical business objectives. Long-term awards were made from 2002 to 2005. In 2006, the
Compensation Committee decided to allocate more of our executive officers long-term compensation from
cash to equity. As a result, the Compensation Committee ceased granting long-term cash awards. For the 2005
plan year, performance was measured based on achieving certain levels of net operating revenue growth,
earnings per common share growth and return on capital over an approximate three-year period, and not on an
annual basis. If certain performance levels were achieved, the amounts earned under the plan vested six
months subsequent to the end of the plan’s cycle. Compensation expense under the plans was recognized in
earnings over the vesting period. Total compensation expense recognized under the plans was $0.5 million in
2008, and $0.2 million in 2007. During 2009, no compensation expense was recognized under the plans.
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Ryder has established grantor trusts (Rabbi Trusts) to provide funding for benefits payable under the
supplemental pension plan, deferred compensation plans and long-term incentive compensation plans. The
assets held in the trusts at December 31, 2009 and 2008 amounted to $22 million and $19 million,
respectively. The Rabbi Trusts’ assets consist of short-term cash investments and a managed portfolio of
equity securities, including Ryder’s common stock. These assets, except for the investment in Ryder’s common
stock, are included in “Direct financing leases and other assets” because they are available to the general
creditors of Ryder in the event of Ryder’s insolvency. The equity securities are classified as trading securities
and stated at fair value. Both realized and unrealized gains and losses are included in “Miscellaneous (income)
expense, net.” The Rabbi Trusts’ investment of $2 million in Ryder’s common stock, at both December 31,
2009 and 2008 is reflected at historical cost and recorded against shareholders’ equity.

Other Postretirement Benefits

Ryder sponsors plans that provide retired U.S. and Canadian employees with certain healthcare and life
insurance benefits. Substantially all U.S. and Canadian employees not covered by union-administered health
and welfare plans are eligible for the healthcare benefits. Healthcare benefits for our principal plan are
generally provided to qualified retirees under age 65 and eligible dependents. Generally, this plan requires
employee contributions that vary based on years of service and include provisions that limit our contributions.

Total postretirement benefit expense was as follows:

Years ended December 31

2009 2008 2007
(In thousands)
SEIVICE COSE - v v v v e et e e e e e e e e e e e e e e e $1455 1,437 1,476
TOLETESE COSE & v v v v e e e e e e e e e e e e e et e e e e e e e 2,828 2,727 2,576
Amortization of:
Net actuarial 10SS . « o v v v et e e e e e e e e e 637 743 837
Prior Service CreAit . . . oo vttt e 231 (231) (231
Postretirement benefit eXpense. . . . ... ... i $4,689 4,676 4,658
U S o e e e e e e e e e s $3,537 3,776 3,731
FOT@IGI .« vttt ettt et et e e 1,152 900 927

$4,689 4,676 4,658

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

U.S. Plan ‘ Foreign Plan
Years ended December 31 Years ended December 31
2009 2008 2007 2009 2008 2007
Discount rate . .. ....ooviiii 625% 6.35% 6.00% 6.75% 5.25% 5.00%
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Ryder’s postretirement benefit plans are not funded. The following table sets forth the benefit obligations
associated with Ryder’s postretirement benefit plans:

December 31

2009 2008
(In thousands)
Benefit obligations at January 1............ ... ... ... .. ... . .. . . ... . ... . .. $46,377 44,292
ServiCe COSt. . ... 1,455 1,437
Interest CoSt. . ... .o 2,828 2,727
Actuarial (gain) 10Ss . ............ ... .. 171y 2,588
Benefits paid . ... ... ... (2,292) (3,378)
Foreign currency exchange rate changes. . ............................. .. 1,132 (1,289)

Benefit obligations at December 31 ... ....................... ... .. . ... $49,329 46,377

December 31

2009 2008
(In thousands)
Current liability ............. ... ... ... .. .. . . .. . . . .. ... e $ (3,219 (3,350)
Noncurrent liability. . .......... e e e (46,115) (43,027)
Amount recognized . . ... ... ... $(49,329) (46,377)

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

December 31

2009 2008
(In thousands)
Prior service credit ... ........... .. $(2,000) (2,231)
Net actuarial loss .. ............. e 12,074 12,816
Net amount recognized .. ....... ... ... ... .. ... . ... . ... . ... ... $10,074 10,585

In 2010, we expect to recognize approximately $0.2 million of the prior service credit and $0.6 million of
the net actuarial loss as a component of total postretirement benefit expense.

Our annual measurement date is December 31 for both U.S. and foreign postretirement benefit plans.
Assumptions used in determining accrued postretirement benefit obligations were as follows:

U.S. Plan Foreign Plan
December 31 December 31
2009 2008 2009 2008
Discountrate........ ... ... .. ... . . . . . .. 6.20% 625% 6.00% 6.75%
Rate of increase in compensation levels . ................. .. ... . .. 400% 4.00% 3.50% 3.50%
Healthcare cost trend rate assumed for next year. . .................. 8.00% 850% 8.50% 9.00%
Rate to which the cost trend rate is assumed to decline (ultimate trend :
TAMR) .ot 5.00% 5.60% 5.00% 5.00%
Year that the rate reaches the ultimate trend rate. ... ................ 2016 2015 2017 2017

Changing the assumed healthcare cost trend rates by 1% in each year would not have a material effect on
the accumulated postretirement benefit obligation at December 31, 2009 or annual postretirement benefit
~ expense for 2009. '
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The following table details other postretirement benefits expected to be paid in each of the next five
fiscal years and in aggregate for the five fiscal years thereafter:

(In thousands)
213 () I I I $ 3,214
2011 ... I 3,518
1) b O I 3,627
1) . X I I 3,894
2 1) 1 N R I 4,071
2005-2009 . .. e e e 21,139

25. ENVIRONMENTAL MATTERS

Our operations involve storing and dispensing petroleum products, primarily diesel fuel, regulated under
environmental protection laws. These laws require us to eliminate or mitigate the effect of such substances on
the environment. In response to these requirements, we continually upgrade our operating facilities and
implement various programs to detect and minimize contamination. In addition, we have received notices from
the Environmental Protection Agency (EPA) and others that we have been identified as a potentially
responsible party under the Comprehensive Environmental Response, Compensation and Liability Act, the
Superfund Amendments and Reauthorization Act and similar state statutes and may be required to share in the
cost of cleanup of 17 identified disposal sites.

Our environmental expenses which are presented within “Operating expense” in our Consolidated
Statements of Earnings, consist of remediation costs as well as normal recurring expenses such as licensing,
testing and waste disposal fees. These expenses totaled $8 million, $9 million, and $7 million, in 2009, 2008,
and 2007, respectively. The carrying amount of our environmental liabilities was $15 million at both
December 31, 2009 and 2008. Capital expenditures related to our environmental programs totaled
approximately $4 million, $3 million, and $2 million in 2009, 2008, and 2007, respectively. Our asset
retirement obligations related to fuel tanks to be removed are not included above and are recorded within
“Accraed expenses” and “Other non-current liabilities” in our Consolidated Balance Sheets.

The ultimate cost of our environmental liabilities cannot presently be projected with certainty due to the
presence of several unknown factors, primarily the level of contamination, the effectiveness of selected
remediation methods, the stage of investigation at individual sites, the determination of our liability in
proportion to other responsible parties and the recoverability of such costs from third parties. Based on
information presently available, we believe that the ultimate disposition of these matters, although potentially
material to the results of operations in any one year, will not have a material adverse effect on our financial
condition or liquidity. '

26. OTHER ITEMS IMPACTING COMPARABILITY

Our primary measure of segment performance excludes certain items we do not believe are representative
of the ongoing operations of the segment. Excluding these items from our segment measure of performance
allows for better year over year comparison.

2009

In the fourth quarter of 2008, we were notified that a significant customer in Singapore would not renew
their contract, which was set to expire in 2009. The notification required us to assess the recoverability of the
facility used in this customer’s operation. During the fourth quarter of 2008, we recorded an impairment
charge to reduce the carrying value of the facility to its fair value. Conditions in the real estate market in

117



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

Singapore continued to deteriorate during the first quarter of 2009. As a result, we recorded an additional pre-
tax impairment charge of $4 million to write-down the facility to its estimated fair value during the first
quarter of 2009. During the fourth quarter of 2009, we recorded an additional pre-tax impairment charge of
$3 million to reflect the impact of the continued deterioration in the real estate market. The charges were
recorded within “Depreciation expense” in our Consolidated Statements of Eamings.

2008

As mentioned above, in the fourth quarter of 2008, we were notified that a significant customer in
Singapore would not renew their contract, which was set to expire in 2009. The notification triggered an
impairment analysis, which required us to assess the recoverability of the facility used in this customer’s
operation. We concluded that the carrying value of the facility was not recoverable and that the carrying value
exceeded the fair value. Consequently, we recorded a pre-tax impairment charge of $2 million to write the
carrying value of the facility down to fair value. The charge was recorded within “Depreciation expense” in
the accompanying Consolidated Statements of Earnings.

2007

In the third quarter of 2007, we completed the sale of a FMS property located in Nevada for $12 million
in cash. In conjunction with this sale, we entered into a lease agreement with the purchaser to lease back the
property until we relocated to another property. The terms of the leaseback met the criteria for a “normal
leaseback” and full gain recognition. For the year ended December 31, 2007, the gain on the sale of the
property of $10 million was included in “Miscellaneous (income) expense, net” in the accompanying
Consolidated Statements of Earnings.

27. OTHER MATTERS

We are a party to various claims, complaints and proceedings arising in the ordinary course of business
including but not limited to those relating to litigation matters, environmental matters, risk management
matters (e.g. vehicle liability, workers’ compensation, etc.) and administrative assessments primarily associated
with operating taxes. We have established loss provisions for matters in which losses are probable and can be
reasonably estimated. It is not possible at this time for us to determine fully the effect of all unasserted claims
and assessments on our consolidated financial condition, results of operations or liquidity; however, to the
extent possible, where unasserted claims can be estimated and where such claims are considered probable we
have recorded a liability. Litigation is subject to many uncertainties, and the outcome of any individual
litigated matter is not predictable with assurance. It is possible that certain of the actions, claims, inquiries or’
proceedings could be decided unfavorably to Ryder. Although the final resolution of any such matters could
have a material effect on our consolidated operating results for the particular reporting period in which an
adjustment of the estimated liability is recorded, we believe that any resulting liability should not materially
affect our consolidated financial position.
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28. SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental cash flow information was as follows:

Years ended December 31

2009 2008 2007
(In thousands)
INEreSt PAIA . . oot e ettt $144,998 141,406 154,261
Income taxes (refunded) paid. . . ........ ... . it (15,452) 26,142 57,991
Changes in accounts payable related to purchases of revenue earning
EQUIPIIENt . . . ¢ v vttt it e e (40,551) 34935  (122,400)
Revenue earning equipment acquired under capital leases. . ............ 1,949 1,430 10,920

29. SEGMENT REPORTING

Our operating segments are aggregated into reportable business segments based upon similar economic
characteristics, products, services, customers and delivery methods. We operate in three reportable business
segments: (1) FMS, which provides full service leasing, contract maintenance, contract-related maintenance
and commercial rental of trucks, tractors and trailers to customers, principally in the U.S., Canada and the
U.K.; (2) SCS, which provides comprehensive supply chain consulting including distribution and
transportation services throughout North America and in Asia; and (3) DCC, which provides vehicles and
drivers as part of a dedicated transportation solution in the U.S.

Our primary measurement of segment financial performance, defined as “Net Before Taxes” (NBT) from
continuing operations, includes an allocation of CSS and excludes restructuring and other charges, net
described in Note 5, “Restructuring and Other Charges” and excludes the items discussed in Note 26, “Other
Items Impacting Comparability.” CSS represents those costs incurred to support all business segments,
including human resources, finance, corporate services, public affairs, information technology, health and
safety, legal and corporate communications. The objective of the NBT measurement is to provide clarity on
the profitability of each business segment and, ultimately, to hold leadership of each business segment and
each operating segment within each business segment accountable for their allocated share of CSS costs.
Certain costs are considered to be overhead not attributable to any segment and remain unallocated in CSS.
Included among the unallocated overhead remaining within CSS are the costs for investor relations, public
affairs and certain executive compensation. CSS costs attributable to the business segments are predominantly
allocated to FMS, SCS and DCC as follows:

e Finance, corporate services, and health and safety — allocated based upon estimated and planned
resource utilization;

e Human resources — individual costs within this category are allocated in several ways, including
allocation based on estimated utilization and number of personnel supported;

« Information technology — principally allocated based upon utilization-related metrics such as number
of users or minutes of CPU time. Customer-related project costs and expenses are allocated to the
business segment responsible for the project; and

o Other — represents legal and other centralized costs and expenses including certain share-based
incentive compensation costs. Expenses, where allocated, are based primarily on the number of
personnel supported.

Our FMS segment leases revenue earning equipment and provides fuel, maintenance and other ancillary
services to the SCS and DCC segments. Inter-segment revenue and NBT are accounted for at rates similar to
those executed with third parties. NBT related to inter-segment equipment and services billed to customers
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(equipment contribution) is included in both FMS and the business segment which served the customer and
then eliminated (presented as “Eliminations”).

Segment results are not necessarily indicative of the results of operations that would have occurred had
each segment been an independent, stand-alone entity during the periods presented. Each business segment
follows the same accounting policies as described in Note 1, “Summary of Significant Accounting Policies.”

Business segment revenue and NBT from continuing operations is as follows:

Years ended December 31

2009 2008 2007
(In thousands)
Revenue:
Fleet Management Solutions:
Full service lease . ....... ... i, $1,851,713 1,891,138 1,815,051
Contract Maintenance . . . .. ..oov v ues e et e et e e e 155,638 153,981 158,209
Contractual revenue. . . ...t 2,007,351 2,045,119 1,973,260
Contract-related maintenance. . ... ..........ccvorvenne.n. 162,499 192,763 180,780
Commercial rental ................ .. ... 0., 414,144 530,072 546,790
Other .. ... 66,511 77,849 77,680
Fuel services reVenue . .. ......... ... 625,882 1,175,855 978,794
Total Fleet Management Solutions from external customers . . . . . .. 3,276,387 4,021,658 3,757,304
Inter-segment YeVEeNUE. . . . .. ..ot it ettt 291,449 432,593 409,997
Fleet Management Solutions . e 3,567,836 4,454,251 4,167,301
Supply Chain Solutions from external customers . .............. 1,139,911 1,429,632 2,038,186
Dedicated Contract Carriage from external customers ........... 470,956 547,751 567,640
Eliminations. . ............. ... ..ot PP (291,449) (432,593)  (409,997)
Totalrevenue ........ ... ... ... ... ... . ... . ... $4,887,254 5,999,041 6,363,130
NBT:
Fleet Management Solutions . ... .......................... $ 140400 395909 370,503
Supply Chain Solutions . ................................ 35,700 56,953 60,229
Dedicated Contract Carriage . . . ... ....ovvt it ... 37,643 49,628 47,409
EHminations. . . .. .. ...ttt e (21,058) (31,803) (31,248)
192,685 470,687 446,893
Unallocated Central Support Services .. ... .. fessaiaaeeaaaa, (35,834) (38,302) (44,004)
Restructuring and other charges, net and other items® . ......... (13,082)  (23,097) (685)
Earnings before income taxes from continuing operations .......... $ 143,769 409,288 402,204

(1) See Note 26, “Other Items Impacting Comparability,” for a discussion of items, in addition to restructuring and other charges, net

that are excluded from our primary measure of segment performance.
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The following table sets forth share-based compensation, depreciation expense, gains on vehicle sales,
net, other non-cash charges (credits), net, interest expense (income), capital expenditures and total assets for
the years ended December 31, 2009, 2008 and 2007 as provided to the chief operating decision-maker for
each of Ryder’s reportable business segments:

FMS SCS DCC CSS Eliminations Total
(In thousands)

2009

Share-based compensation expense. . . . . .. $ 4,692 3,295 480 7,937 —_ 16,404
Depreciation expense ¥ .. ... ... ... ... $ 850,214 28,692 1,335 975 — 881,216
Gains on vehicles sales,net. . . .......... $ (12,282) 10) — — —_ (12,292)
Other non-cash charges, net® .......... $ 14,017 710 15 26,559 — 41,301
Interest expense (income)® ... ......... $ 144,605 1,707 (2,085 115 — 144342
Capital expenditures paid @. ........... $ 635135 8550 1436 6,832 — 651,953
Total assets . . .. ...ooourrnreeaeenn $5,809,086 366,920 105,484 116,632 (138,292) 6,259,830
2008

Share-based compensation expense . . ...... $ 5,749 3,011 432 7,884 — 17,076
Depreciation expense”. . .. ............. $ 809,681 24,101 1,619 748 — 836,149
Gains on vehicles sales, net . ............ $ (38,974) (46) — — (39,020)
Other non-cash charges (credits), net® . . . .. $ 16,710 2,243 (3) 6313 — 25263
Interest expense (income)(3) ............. $ 155436 12 (2914) (86) — 152,448
Capital expenditures paid®. . . .. PP $1,181,006 33,177 3,476 12,742 — 1,230,401
Total assets ........... e $6,204,130 421,572 110,552 136,396 (183,142) 6,689,508
2007

Share-based compensation expense . . ... ... $ 4,940 3,436 400 7,978 — 16,754
Depreciation expense”. ... ....... ... .. $ 791,112 17,170 1,613 649 — 810,544
Gains on vehicle sales, net . ............. $ (43,732) (358) — — — (44,090)
Other non-cash charges (credits), net . . . .. $ 3273 749 () 10975 — 14,995
Interest expense (income)® ............. $ 158,261 912  (3,334) 131 — 155970
Capital expenditures paid®. ............. $1,273,140 21,752 846 8295 — 1,304,033
Total ASSELS . .o oo oo e $6,212,038 557,581 129,068 87,362 (131,400) 6,854,649

(1) . Depreciation expense associated with CSS assets was allocated to business segments based upon estimated and planned asset
utilization. Depreciation expense totaling $12 million, $13 million, and $12 million during 2009, 2008, and 2007, respectively,
“ associated with CSS assets was allocated to other business segments.

(2) Includes amortization expense and impairment of goodwill.

(3) Interest expense was primarily allocated to the FMS segment since such borrowings were used principally to fund the purchase of
revenue earning equipment used in FMS; however, interest expense (income) was also reflected in SCS and DCC based on targeted
segment leverage ratios.

(4) Excludes FMS and SCS acquisition payments of $89 million, $247 million, and $75 million in 2009, 2008, and 2007, respectively,
comprised primarily of long-lived assets. See Note 3, “Acquisitions,” for additional information.
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Geographic Information

Years ended December 31
2009 2008 2007
(In thousands)

Revenue:
United States . ........... ..ttt $4,126,973 5,058,954 5,243,185
Foreign:
Canada.......... . ... .. . 424,148 485,219 646,400
Europe . ... .. 223,879 290,697 316,116
MeEXiCO . vttt e e 97,649 140,543 136,124
Asia ..o 14,605 23,628 21,305
760,281 940,087 1,119,945
Total . . .. $4,887,254 5,999,041 6,363,130
Long-lived assets:
United States . ...t $3,985,166 4,343,687 4,051,517
Foreign: '
Canada . ........ ... ... 478,091 462,140 545,545
Burope . .. ... 232,320 256,563 350,338
MeEXICO . . ot e e 16,832 18,497 22,672
South America ........... .. .. 531 14,147 28,599
Asia . ....... ... ... e 9,629 17,006 21,454
737,403 768,353 968,608
Total. ... $4,722,569 5,112,040 5,020,125

Certain Concentrations

We have a diversified portfolio of customers across a full array of transportation and logistics solutions
and across many industries. We believe this will help to mitigate the impact of adverse downturns in specific
sectors of the economy. Our portfolio of full service lease and commercial rental customers is not concentrated
in any one particular industry or geographic region. We derive a significant portion of our SCS revenue
(approximately 42%, 47% and 59% in 2009, 2008 and 2007, respectively) from the automotive industry,
mostly from manufacturers and suppliers of original equipment parts. Our largest customer, General Motors
Corporation (GM), accounted for approximately 3%, 4% and 14% of consolidated revenue in 2009, 2008 and
2007, respectively. GM also accounted for approximately 13%, 16% and 44% of SCS total revenue in 2009,
2008 and 2007, respectively. Effective January 1, 2008, our contractual relationship for certain transportation
management services changed, and we determined, after a formal review of the terms and conditions of the
services, that we were acting as an agent in the arrangement. As a result, total revenue and subcontracted
transportation expense decreased in 2008 due to the reporting of revenue net of subcontracted transportation
expense. During 2007, revenue associated with this portion of the contract was $640 million.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

30. QUARTERLY INFORMATION (UNAUDITED)

Earnings from

Continuing .
Banings from Comrmon StiaseCommon Share
Revenue Operations Net Earnings Basic Diluted Basic Diluted
(In thousands, except per share amounts)
2009
First quarter............... $1,174,396 10,938 6,838 020 0.20 012 012
Second quarter ............. 1,212,036 27,070 22,888 048 048 041 041
Third quarter . . ............ 1,253,854 28,439 23,971 0.51 0.51 0.43 0.43
Fourth quarter ............. 1,246,968 23,670 8248 043 043 015 015
Fullyear.................. $4,887,254 90,117 61,945 162 162 111 111
2008
Firstquarter . ............... $1,490,191 56,034 56,082 0.96 0.96 0.97 0.96
Second quarter . . ............ 1,604,311 78,620 62,946 1.38 1.37 1.10 1.09
Third quarter ............... 1,567,336 72,463 70,208 1.29 1.28 1.25 1.24
Fourth quarter .............. 1,337,203 50,462 10645 091 091 019 0.9
Fullyear .................. $5,999,041 257,579 199,881 4.54 4.51 3.52 3.50

Quarterly and year-to-date computations of per share amounts are made independently; therefore, the sum
of per-share amounts for the quarters may not equal per-share amounts for the year.

See Note 4, “Discontinued Operations,” Note 5, “Restructuring and Other Charges,” and Note 26, “Other
Items Impacting Comparability,” for items included in pre-tax earnings during 2009 and 2008.

Earnings in the fourth quarter of 2009 included an income tax benefit of $4 million, or $0.07 per diluted
common share, associated with the reduction of deferred income taxes due to enacted changes in Ontario,
Canada tax laws. Earnings in the third quarter of 2008 included an income tax benefit of $2 million, or $0.03
per diluted common share, associated with the reduction of deferred income taxes due to enacted changes in
Massachusetts tax laws. Earnings in the fourth quarter of 2008 included an income tax benefit of $8 million,
or $0.14 per diluted common share, due to reversal of reserves for uncertain tax positions as a result of the
expiration of statutes of limitation in various jurisdictions.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
SCHEDULE II — VALUATION AND QUALIFYING ACCOUNTS

Column A Column B Column C Column D Column E
Additions
Balance at Transferred Balance
Beginning Charged to from Other at End
Description of Period  Eamings  Accounts'” Deductions®  of Period
’ (In thousands)
2009
Accounts receivable allowance . . ................ $ 15477 13,703 — 15,372 13,808
Direct finance lease allowance . ................. $ 4,724 1,011 — 4,922 813
Self-insurance accruals® ........ .. ... e $256,002 201,273 47,726 262,096 242,905
Reserve for residual value guarantees . ........... $ 2,389 3,015 — 1,355 4,049
Valuation allowance on deferred tax assets ........ $ 34,549 4,443 —_ 2,419 36,573
2008
Accounts receivable allowance . .................. $ 16,954 15,934 —_ 17,411 15,477
Direct finance lease allowance . .................. $ 1,327 3,870 — 473 4,724
Self-insurance accruals® .. ... ... ... ... ... ..... $277,815 201,145 47,034 269,992 256,002
Reserve for residual value guarantees . ............. $ 2425 244 —_ 280 2,389
Valuation allowance on deferred tax assets . ......... $ 21,741 12,903 — 95 34,549
2007
Accounts receivable allowance . .................. $ 14,744 13,238 — 11,028 16,954
Direct finance lease allowance ................... $ 1,121 1,472 — 1,266 1,327
Self-insurance accruals® ... .................... $283,372 176,507 44,021 226,085 277,815
Reserve for residual value guarantees .............. $ 2,227 1,106 — 908 2,425
Valuation allowance on deferred tax assets .......... $ 20,475 27 — (1,293) 21,741

(1) Transferred from other accounts includes employee contributions made to the medical and dental self-insurance plans.

(2) Deductions represent receivables written-off, lease termination payments, insurance claim payments during the period and net
foreign currency translation adjustments.

(3) Self-insurance accruals include vehicle liability, workers’ compensation, property damage, cargo and medical and dental, which
comprise our self-insurance programs. Amount charged to earnings include favorable development in prior year selected loss
development factors which benefited earnings by $1 million, $23 million, and $24 million in 2009, 2008, and 2007, respectively.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS 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 report, we carried out an evaluation, under the supervision and
with the participation of management, including Ryder’s Chief Executive Officer and Chief Financial Officer, of
the effectiveness of the design and operation of Ryder’s disclosure controls and procedures (as defined in
Rule 13a-15(e) under the Securities Exchange Act of 1934). Based upon that evaluation, the Chief Executive
Officer and Chief Financial Officer concluded that at December 31, 2009, Ryder’s disclosure controls and
procedures (as defined in Rule 13a-15(¢) under the Securities Exchange Act of 1934) were effective.

Management’s Report on Internal Control over Financial Reporting

Management’s Report on Internal Control over Financial Reporting and the Report of Independent
Registered Certified Public Accounting Firm thereon are set out in Item 8 of Part II of this Form 10-K Annual
Report. S

Changes in Internal Controls over Financial Reporting

During the three months ended December 31, 2009, there were no changes in Ryder’s internal control
over financial reporting that has materially affected or is reasonably likely to materially affect such internal
control over financial reporting.

ITEM 9B. OTHER INFORMATION

None.

PART 11
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by Item 10 with respect to executive officers is included within Item 1 in Part I
under the caption “Executive Officers of the Registrant” of this Form 10-K Annual Report.

The information required by Item 10 with respect to directors, audit committee, audit committee financial
experts and Section 16(a) beneficial ownership reporting compliance is included under the captions “Election
of Directors,” “Audit Committee” and “Section 16(a) Beneficial Ownership Reporting Compliance” in our
definitive proxy statement, which will be filed with the Commission within 120 days after the close of the
fiscal year, and is incorporated herein by reference.

Ryder has adopted a code of ethics applicable to its Chief Executive Officer, Chief Financial Officer,
Controller and Senior Financial Management. The Code of Ethics forms part of Ryder’s Principles of Business
Conduct which are posted on the Corporate Governance page of Ryder’s website at www.ryder.com.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 is included under the captions “Compensation Discussion and
Analysis,” “Executive Compensation,” “Compensation Committee,” “Compensation Committee Report on
Executive Compensation” and “Director Compensation” in our definitive proxy statement, which will be filed
with the Commission within 120 days after the close of the fiscal year, and is incorporated herein by
reference.
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by Item 12 with respect to security ownership of certain beneficial owners and
management is included under the captions “Security Ownership of Officers and Directors” and “Security
Ownership of Certain Beneficial Owners” in our definitive proxy statement, which will be filed with the
Commission within 120 days after the close of the fiscal year, and is incorporated herein by reference.

The information required by Item 12 with respect to related stockholder matters is included within Item 6
in Part I under the caption “Securities Authorized for Issuance under Equity Compensation Plans” of this
Form 10-K Annual Report.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS,
AND DIRECTOR INDEPENDENCE

The information required by Item 13 is included under the captions “Board of Directors” and “Related
Person Transactions” in our definitive proxy statement, which will be filed with the Commission within
120 days after the close of the fiscal year, and is incorporated herein by reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by Item 14 is included under the caption “Ratification of Independent Auditor”
in our definitive proxy statement, which will be filed with the Commission within 120 days after the close of
the fiscal year, and is incorporated herein by reference.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Items A through G and Schedule II are presented on the following pages of this Form 10-K Annual
Report:

Page No.
1. Financial Statements for Ryder System, Inc. and Consolidated Subsidiaries:
A) Management’s Report on Internal Control over Financial Reporting ... ......... 62
B) Report of Independent Registered Certified Public Accounting Firm. ........... 63
C) Consolidated Statements of Earnings . . .. ............ ... .. ... ... ... .. ... 64
D) Consolidated Balance Sheets. .. ... ... .. . . 65
E) Consolidated Statements of Cash FIOWS. . ... ..ot ittt 66
F) Consolidated Statements of Shareholders’ Equity. .............. ... ... .... 67
G) Notes to Consolidated Financial Statements. . ... .......i i, 68
2. Consolidated Financial Statement Schedule for the Years Ended December 31, 2009, 2008
and 2007:
Schedule II — Valuation and Qualifying Accounts. .. ...................... 124

All other schedules are omitted because they are not applicable or the required information is shown in
the consolidated financial statements or notes thereto.

Supplementary Financial Information consisting of selected quarterly financial data is included in Item 8
of this report.

3. Exhibits:

The following exhibits are filed with this report or, where indicated, incorporated by reference
(Forms 10-K, 10-Q and 8-K referenced herein have been filed under the Commission’s file No. 1-4364).
Ryder will provide a copy of the exhibits filed with this report at a nominal charge 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(b)

10.1(c)

10.1(d)

10.4(a)

10.4(b)

10.4(c)

10.4(f)

The Ryder System, Inc. Restated Articles of Incorporation, dated November 8, 1985, as amended
through May 18, 1990, previously filed with the Commission as an exhibit to Ryder’s Annual Report
on Form 10-K for the year ended December 31, 1990, are incorporated by reference into this report.

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

The Ryder System, Inc. By-Laws, as amended through December 15, 2009, previously filed with the
Commission as an exhibit to Ryder’s Current Report on Form 8-K filed with the Commission on
December 21, 2009, are incorporated by reference into this report.

Ryder hereby agrees, pursuant to paragraph(b)(4)(iii) of Item 601 of Regulation S-K, to furnish the
Commission with a copy of any instrument defining the rights of holders of long-term debt of Ryder,
where such instrument has not been filed as an exhibit hereto and the total amount of securities
authorized thereunder does not exceed 10% of the total assets of Ryder and its subsidiaries on a
consolidated basis.

The Form of Indenture between Ryder System, Inc. and The Chase Manhattan Bank (National
Association) dated as of June 1, 1984, filed with the Commission on November 19, 1985 as an
exhibit to Ryder’s Registration Statement on Form S-3 (No. 33-1632), is incorporated by reference
into this report.

The First Supplemental Indenture between Ryder System, Inc. and The Chase Manhattan Bank
(National Association) dated October 1, 1987, previously filed with the Commission as an exhibit to
Ryder’s Annual Report on Form 10-K for the year ended December 31, 1994, is incorporated by
reference into this report.

The Form of Indenture between Ryder System, Inc. and The Chase Manhattan Bank (National
Association) dated as of May 1, 1987, and supplemented as of November 15, 1990 and June 24,
1992, filed with the Commission on July 30, 1992 as an exhibit to Ryder’s Registration Statement on
Form S-3 (No. 33-50232), is incorporated by reference into this report.

The Form of Indenture between Ryder System, Inc. and J.P. Morgan Trust Company (National
Association) dated as of October 3, 2003 filed with the Commission on August 29, 2003 as an
exhibit to Ryder’s Registration Statement on Form S-3 (No. 333-108391), is incorporated by
reference into this report.

The form of Severance Agreement for executive officers effective as of January 1, 2000, previously
filed with the Commission as an exhibit to Ryder’s Annual Report on Form 10-K for the year ended
December 31, 2003, is incorporated by reference into this report.

The Ryder System, Inc. Executive Severance Plan, amended and restated effective as of January 1,
2009, previously filed with the Commission as an exhibit to Ryder’s Current Report on Form 8-K
filed with the Commission on February 11, 2009, is incorporated by reference into this report.

The form of Amended and Restated Severance Agreement for executive officers, effective as of
December 19, 2008, previously filed with the Commission as an exhibit to Ryder’s Current Report
on Form 8-K filed with the Commission on February 11, 2009, is incorporated by reference into this
report.

The Ryder System, Inc. 1980 Stock Incentive Plan, as amended and restated as of August 15, 1996,

previously filed with the Commission as an exhibit to Ryder’s Annual Report on Form 10-K for the
year ended December 31, 1997, is incorporated by reference into this report.

The form of Ryder System, Inc. 1980 Stock Incentive Plan, United Kingdom Section, dated May 4,
1995, previously filed with the Commission as an exhibit to Ryder’s Annual Report on Form 10-K
for the year ended December 31, 1995, is incorporated by reference into this report.

The form of Ryder System, Inc. 1980 Stock Incentive Plan, United Kingdom Section, dated
October 3, 1995, previously filed with the Commission as an exhibit to Ryder’s Annual Report on
Form 10-K for the year ended December 31, 1995, is incorporated by reference into this report.
The Ryder System, Inc. 1995 Stock Incentive Plan, as amended and restated at May 4, 2001,
previously filed with the Commission as an exhibit to Ryder’s report on Form 10-Q for the quarter
ended September 30, 2001, is incorporated by reference into this report.
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Exhibit
Number

Description

10.4(g)

10.4(h)

10.4(i)

10.4()

10.4(k)

10.4(p)

10.4(q)

10.4(r)

10.4(s)

10.4(t)

10.5(b)

10.5(c)

10.6(a)

10.10

10.14

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

The Ryder System, Inc. 2005 Equity Compensation Plan, previously filed with the Commission on
March 30, 2005 as Appendix A to the Proxy Statement for the 2005 Annual Meeting of Shareholders
of the Company is incorporated by reference into this report.

Terms and Conditions applicable to non-qualified stock options granted under the Ryder System, Inc.
2005 Equity Compensation Plan, previously filed with the Commission as an exhibit to Ryder’s
Current Report on Form 8-K filed with the Commission on February 14, 2007, are incorporated by
reference into this report.

Terms and Conditions applicable to restricted stock rights granted under the Ryder System, Inc. 2005
Equity Compensation Plan, previously filed with the Commission as an exhibit to Ryder’s Current
Report on Form 8-K filed with the Commission on May 11, 2005, are incorporated by reference into
this report.

Terms and Conditions applicable to restricted stock units granted under the Ryder System, Inc. 2005
Equity Compensation Plan, previously filed with the Commission as an exhibit to Ryder’s Current
Report on Form 8-K filed with the Commission on May 11, 2005, are incorporated by reference into
this report.

Terms and Conditions applicable to performance-based restricted stock rights and related cash
awards granted in 2007 under the Ryder System, Inc. 2005 Equity Compensation Plan, previously
filed with the Commission as an exhibit to Ryder’s Current Report on Form 8-K filed with the
Commission on February 14, 2007, are incorporated by reference into this report.

Terms and Conditions applicable to performance-based restricted stock rights granted in 2008 under
the Ryder System, Inc. 2005 Equity Compensation Plan, previously filed with the Commission as an
exhibit to Ryder’s Current Report on Form 8-K filed with the Commission on February 14, 2008, are
incorporated by reference into this report.

Terms and Conditions applicable to annual incentive cash awards granted in 2009 under the Ryder
System, Inc. 2005 Equity Compensation Plan, previously filed with the Commission as an exhibit to
Ryder’s Current Report on Form 8-K filed with the Commission on February 11, 2009, are
incorporated by reference into this report.

Terms and Conditions applicable to performance-based restricted stock rights granted in 2009 under
the Ryder System, Inc. 2005 Equity Compensation Plan, previously filed with the Commission as an
exhibit to Ryder’s Current Report on Form 8-K filed with the Commission on February 11, 2009, are
incorporated by reference into this report.

Terms and Conditions applicable to performance-based cash awards granted in 2009 under the Ryder
System, Inc. 2005 Equity Compensation Plan, previously filed with the Commission as an exhibit to
Ryder’s Current Report on Form 8-K filed with the Commission on February 11, 2009, are
incorporated by reference into this report.

The Ryder System, Inc. Directors Stock Award Plan, as amended and restated at February 10, 2005,
previously filed with the Commission as an exhibit to Ryder’s Annual Report on Form 10-K for the
year ended December 31, 2004, is incorporated by reference into this report.

The Ryder System, Inc. Directors Stock Plan, as amended and restated at May 7, 2004, previously
filed with the Commission as an exhibit to Ryder’s Annual Report on Form 10-K for the year ended
December 31, 2004, is incorporated by reference into this report.

The Ryder System Benefit Restoration Plan, amended and restated effective January 2, 2005,
previously filed with the Commission as an exhibit to Ryder’s Current Report on Form 8-K filed
with the Commission on February 11, 2009, is incorporated by reference into this report.

The Ryder System, Inc. Deferred Compensation Plan, effective as of January 1, 2009, previously
filed with the Commission as an exhibit to Ryder’s Current Report on Form 8-K filed with the
Commission on February 11, 2009, is incorporated by reference to this report.

Global Revolving Credit Agreement dated as of April 30, 2009, by and among, Ryder System, Inc.,
certain subsidiaries of Ryder System, Inc., and the lenders and agents named therein, previously filed
with the Commission as an exhibit to Ryder’s Current Report on Form 8-K filed with the
Commission on May 1, 2009, is incorporated by reference into this report.
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Exhibit

Number Description

21.1 List of subsidiaries of the registrant, with the state or other jurisdiction of incorporation or
organization of each, and the name under which each subsidiary does business.

23.1 PricewaterhouseCoopers LLP consent to incorporation by reference in certain Registration Statements

on Forms S-3 and S-8 of their report on Consolidated Financial Statements financial statement
schedule and effectiveness of internal controls over financial reporting of Ryder System, Inc.

24.1 Manually executed powers of attorney for each of:
James S. Beard John M. Berra
David 1. Fuente L. Patrick Hassey
Lynn M. Martin Luis P. Nieto, Jr.
Eugene A. Renna Abbie J. Smith
E. Follin Smith Hansel E. Tookes, 1T

31.1 Certification of Gregory T. Swienton pursuant to Rule 13a-14(a) or Rule 15d-14(a).

31.2 Certification of Robert E. Sanchez pursuant to Rule 13a-14(a) or Rule 15d-14(a).

32 Certification of Gregory T. Swienton and Robert E. Sanchez pursuant to Rule 13a-14(b) or
Rule 15d-14(b) and 18 U.S.C. Section 1350.

(b) Executive Compensation Plans and Arrangements:

Please refer to the description Aof Exhibits 10.1 through 10.10 set forth under Item 15(a)3 of this report
for a listing of all management contracts and compensation plans and arrangements filed with this report
pursuant to Item 601(b)(10) of Regulation S-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Date: February 12, 2010 RYDER SYSTEM, INC.

By: /s/ GREGORY T. SWIENTON

Gregory T. Swienton
Chairman of the Board and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the registrant and in the capacities and on the dates indicated.

Date: February 12, 2010 By: /s/ GREGORY T. SWIENTON

Gregory T. Swienton
Chairman of the Board and Chief Executive Officer
(Principal Executive Officer)

Date: February 12, 2010 By: /s/ RoBert E. SANCHEZ
Robert E. Sanchez
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

Date: February 12, 2010 By:/s/ Arr A. GARCIA
Art A. Garcia
Senior Vice President and Controller
(Principal Accounting Officer)

Date: February 12, 2010 By: JamEes S. BEarD*
James S. Beard
Director

Date: February 12, 2010 ' By: Joun M. Berra*
John M. Berra
Director

Date: February 12, 2010 By: Davip 1. Fuente*
David 1. Fuente
Director

Date: February 12, 2010 By: L. PaTrICK HASSEY*
L. Patrick Hassey
Director

Date: February 12, 2010 By: LYNN M. MARTIN*
Lynn M. Martin
Director

Date: February 12, 2010 By: Luis P. Nigro, Jr.*
Luis P. Nieto, Jr.
Director
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Date

Date

Date

Date

Date

: February 12, 2010

: February 12, 2010

: February 12, 2010

: February 12, 2010

: February 12, 2010

By: EUGENE A. RENNA*

Eugene A. Renna
Director

By: ABBIE J. SmrTH*

Abbie J. Smith
Director

By: E. FoLLiN SMiTH*

E. Follin Smith
Director

By: HanseL E. Tookes, IT*

Hansel E. Tookes, II
Director

*By: /s/ Davib BELIN

David Beilin
Attorney-in-Fact
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EXHIBIT 31.1
CERTIFICATION

I, Gregory T. Swienton, certify that:
1. T have reviewed this annual report on Form 10-K of Ryder System, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
~ flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 12, 2010 /s/  GREGORY T. SWIENTON

Gregory T. Swienton
Chairman of the Board and Chief Executive Officer
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EXHIBIT 31.2
CERTIFICATION

I, Robert E. Sanchez, certify that:
1. 1 have reviewed this annual report on Form 10-K of Ryder System, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as
of the end of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to
record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: February 12, 2010 /s/  ROBERT E. SANCHEZ

Robert E. Sanchez
Executive Vice President and Chief Financial Officer
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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 System, Inc. (the “Company”) on Form 10-K for the year
ended December 31, 2009, as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), Gregory T. Swienton, Chief Executive Officer of the Company, and Robert E. Sanchez, Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

/s/  Gregory T. Swienton

Gregory T. Swienton
Chairman of the Board and Chief Executive Officer
February 12, 2010

/s/ Robert E. Sanchez

Robert E. Sanchez
Executive Vice President and Chief Financial Officer
February 12, 2010

In addition to the certification of the Company’s Chief Executive Officer and Chief Financial Officer included
as part of this Annual Report, the Company’s Chief Executive Officer has also submitted to the New York
Stock Exchange (NYSE) a certificate stating that he is not aware of any violations by Ryder of the NYSE
corporate governance listing standards.
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Board of Directors

Gregory T. Swienton
Chairman and

Chief Executive Officer
of Ryder System, Inc.

James S. Beard
Former Vice President
of Caterpillar Inc. and
President of Caterpillar
Financial Services

Corporation

Jobu M. Berra »+

Chairman of Emerson
Process Management,
a division of Emerson

Electric Company

David I. Fuente >+
Retired Chairman and
Chief Executive Officer
of Office Depot, Inc.

L. Patrick Hassey **
Chairman, President and
Chief Executive Officer

of Allegheny Technologies, Inc.

Lynn M. Martin 23
Former ULS. Secretary
of Labor

Luis P Nieto, Jr. *2
Retired President of the
Consumer Foods Group

for ConAgra Foods, Inc.

Eugene A. Renna **
Retired Executive Vice
President of Exxon
Mobil Corporation; and
Former President and
Chief Operating Officer
of Mobil Corporation

Abbie J. Smith +*
Professor of Accounting at
the University of Chicago
Booth School of Business

E. Follin Smith **

Former Executive Vice President,
Chief Financial Officer and
Chief Administrative Officer of

Constellation Energy Group, Inc.

Hansel E. Tookes, II **

Retired Chairman and

Chief Executive Officer

of Raytheon Aircraft Company

1- Audit Committee
2- Compensation Committee
3- Corporate Governance

and Nominating Committee
4- Finance Committee

‘@yder

Exchtive Leadership

Gregory T. Swienton
Chairman and

Chief Executive Officer

Robert E. Sanchez
Executive Vice President and

Chief Financial Officer

Antbony G. Tegnelia
Dresident
Global Fleet Management-

Solutions

Jobn H. Williford
President
Global Supply Chain Solutions

Robert D. Fatovic
Executive Vice President
Chief Legal Officer and
Corporate Secretary

Gregory E Greene

Executive Vice President and

Chief Human Resources Officer

Kevin N. Bott
Senior Vice President and
Chief Information Officer

Michael J. Brannigan

Senior Vice President — Operations
Fleet Management Solutions
North America

Stephen E Dean

Senior Vice President
Sales and Marketing
Supply Chain Solutions

Jobn J. Diez
Senior Vice President
Global Finance

Art A. Garcia
Senior Vice President

and Controller

Jobn J. Gleason

Senior Vice President

Sales and Marketing

Fleet Management Solutions
North America

Thomas L. Jones

Senior Vice President and
General Manager
Supply Chain Solutions

W. Daniel Susik
Senior Vice President,

Finance, and Treasurer
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Ryder's Operating Entities

United States

Ryder Transportation Services
Ryder Integrated Logistics, Inc.
Ryder Energy Distribution Corporation
Ryder FleetProducts.com, Inc.
Ryder Fuel Services, LLC

Ryder Puerto Rico, Inc.

Canada
Ryder Truck Rental Canada Ltd.
Ryder CRSA Logistics

Ryder Container Terminals

China
Ryder Logistics (Shanghai) Co., Ltd.

Hong Kong
Ryder CRSA Logistics (HK) Limited

Mexico

Ryder de Mexico, S. de R.L. de C.V.

Singapore

Ryder Ascent Logistics Pte Ltd.

United Kingdom
Ryder Limited

Germany
Ryder Deutschland GmbH

Shareholder Information

Executive Offices
Ryder System, Inc.
11690 N.W. 105th Street
Miami, FL 33178
(305) 500-3726

New York Stock Exchange: R

Annual Meeting

The annual meeting of sharebolders

of Ryder System, Inc. will be held at
10:00 a.m., Friday, May 14, 2010,
at the Company’s Corporate Offices in
Miami, Florida.

Shareholder Information
For sharebolder information
please contact:

Investor Relations

Ryder System, Inc.

11690 N.W. 105th Street

Miami, FL 33178

(305) 500-4053

e-mail:

RyderForTnvestors@ryder.com

Internet Address
Ryder's website is bttp://wuww.ryder.com
An Internet version of Ryder’s 2009

Awnual Report is available at this site.

Independent Registered Certified
Public Accounting Firm

PricewaterhouseCoopers LLP

Transfer Agent and Registrar
Wells Fargo Bank, N.A.
Shareowner Services
Post Office Box 64854
St. Paul, MN 55164-0854
(866) 927-3884

Outside the U.S.
(651) 450-4064
(651) 450-4085 (fax)

www.wellsfargo.com/shareownerservices

Dividend Reinvestment Plan
Sharebolders may automatically
reinvest their dividends and cash in
additional shares of Ryder System,
Inc. stock by enrolling in the
Company’s Dividend Reinvestment
Plan. Information about the Dividend
Reinvestment Plan may be obtained
by contacting:

Wells Fargo Bank, N.A.

Shareowner Services

Post Office Box 64854

St. Paul, MN 55164-0854

(866) 927-3884

Outside the ULS.
(651) 450-4064
(651) 450-4085 (fax)

www.wellsfargo.com/shareownerservices

For Dividend Reinvestment Plan
Optional Cash Investments
Wells Fargo Shareowner Services
Post Office Box 64856
St. Paul, MN 55164-0856
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Ryder System, Inc.

11690 N.W. 105th Street

Miami, Florida 33178

(305) 500-3726

www.ryder.com

New York Stock Exchange Symbol: R
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