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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

4 QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2007

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

Commission File Number: 1-4364

<

aer

RYDER SYSTEM, INC.

(Exact name of registrant as specified in its cbgrt

Florida 58-073925C
(State or other jurisdiction of incorporation organization) (I.R.S. Employer Identification Nc¢
11690 N.W. 105th Stree
Miami, Florida 33178 (305) 50(-3726
(Address of principal executive offices, includaig code’ (Registran’s telephone number, including area co

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags. YESA NoQOd

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, noa-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large accelerated fileM Accelerated filerd Non-accelerated filel]
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). YES] NOM

Ryder System, Inc. Common Stock ($0.50 par valuespare) outstanding at March 31, 2007 was 61,099,0
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
RYDER SYSTEM, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF EARNINGS
(unaudited)

Revenue

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

Subcontracted transportati

Depreciation expens

Gains on vehicle sales, r

Equipment rente

Interest expens

Miscellaneous income, n

Restructuring and other charges (recoveries)

Earnings before income tax
Provision for income taxe

Net earning:

Earnings per common sha
Basic

Diluted

Cash dividends per common sh

See accompanying notes to consolidated condensmtcial statements.

1

Three months ended March !

2007

2006

(In thousands, except per share amot

$1,594,10:

663,88
354,16
247,22
196,18:
(15,03%)

23,84¢
39,37(
(916€)

53¢
1,509,26.

84,83t
33,57¢

$ 51,25¢

$ 0.8t
$ 0.84

$ 0.21

1,496,29.

660,54
337,51
202,22
178,17¢
(12,819
25,567
31,42:
(5,386)
(159)
1,417,08

79,20/
31,62:

47,58

0.7¢
0.77

0.1¢
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS

(unaudited)
March 31,
2007

December 31
2006

(Dollars in thousands, except |
share amounts

Assets:
Current asset:
Cash and cash equivalel $ 93,60
Receivables, ne 915,93:
Inventories 57,72t
Prepaid expenses and other current a: 165,75(
Total current asse 1,233,00!

Revenue earning equipment, net of accumulated diggign of $2,777,261 and $2,825,876,

respectively 4,698,19
Operating property and equipment, net of accumdldépreciation of $781,820 and $778,550,
respectively 503,97(
Goodwill 159,39:
Intangible asset 14,18¢
Direct financing leases and other as: 390,09:
Total asset $6,998,84.

Liabilities and shareholde’ equity:
Current liabilities:

Shor-term debt and current portion of Ic-term debt $ 313,09.
Accounts payabl 549,42¢
Accrued expenses and other current liabili 421,31¢
Total current liabilities 1,283,84
Long-term debt 2,565,08
Other nor-current liabilities 464,57t
Deferred income taxe 911,58¢
Total liabilities 5,225,08!

Shareholder equity:
Preferred stock of no par value per share — authdri3,800,917; none outstanding, March 31, 2(
or December 31, 20C —
Common stock of $0.50 par value per share — autbdyi400,000,000; outstanding, March 31, 2007

— 61,149,009; December 31, 20— 60,721,52¢ 30,41(
Additional paic-in capital 736,17.
Retained earning 1,147,86!
Accumulated other comprehensive i (140,69)

Total shareholde’ equity 1,773,75.
Total liabilities and sharehold¢ equity $6,998,84.

See accompanying notes to consolidated condenssttfal statements.

2

128,63¢
883,47¢
59,31¢
190,38:
1,261,811

4,509,33.

498,96¢
159,24

14,38;
385,17¢

6,828,92!

332,74!
515,12:
419,75¢

1,267,62.
2,484,19

449,15¢
907,16¢

5,108,14

30,22(
713,26
1,123,78!

(146,499

1,720,77

6,828,92.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(unaudited)
Three months ended March !
2007 2006
(In thousands
Cash flows from operating activitie
Net earningy $ 51,25¢ 47,58:
Depreciation expens 196,18: 178,17¢
Gains on vehicle sales, r (15,037 (12,817
Shar-based compensation expel 3,651 3,18:
Amortization expense and other I-cash charges, n 6,65¢ 37¢
Deferred income tax expen 19,25¢ 14,83¢
Tax benefits from sha-based compensatic 75€ 1,29¢
Changes in operating assets and liabilii
Receivable! (31,569 15,51¢
Inventories 1,63¢ (1,689
Prepaid expenses and other as (17,127 (57,157
Accounts payabl 46,32 15,91:
Accrued expenses and other -current liabilities (8,809 (87,99)
Net cash provided by operating activit 253,19: 117,23¢
Cash flows from financing activitie
Net change in commercial paper borrowii (206,449 200,73¢
Debt proceed 343,88: 14,73(
Debt repaid, including capital lease obligatit (86,280) (103,169
Dividends on common stoc (12,787 (10,979
Common stock issue 19,55¢ 15,78:
Common stock repurchas (9,036 (65,867
Excess tax benefits from sh-based compensatic 1,192 2,67¢
Net cash provided by financing activiti 50,08: 53,92¢
Cash flows from investing activitie
Purchases of property and revenue earning equig (487,38) (310,019
Sales of revenue earning equipm 93,19( 88,24¢
Sales of operating property and equiprr 1,13: 76C
Acquisitions — (4,119
Collections on direct finance leas 15,71¢ 16,34:
Changes in restricted ca 38,11: (17,896
Other, ne 75C 1,60¢
Net cash used in investing activiti (338,48() (225,067
Effect of exchange rate changes on ¢ 17C 793
Decrease in cash and cash equival (35,036) (53,106
Cash and cash equivalents at Janue 128,63! 128,72
Cash and cash equivalents at Marct $ 93,60 75,62
Supplemental disclosures of cash flow informat
Cash paid during the period fc
Interest $ 11,89¢ 11,48(
Income taxes, net of refun 10,81¢ 99,89
Non-cash investing activitie
Changes in accounts payable related to purchaseseadfue earning equipme (11,919 58,92
Revenue earning equipment acquired under capéaét 5,76¢ —

See accompanying notes to consolidated condensstfal statements.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERS' E QUITY

(unaudited)
Accumulatec
Preferre: Additional Other
Stock Common Stocl Paic-In Retainec  Comprehensiy
Amount Shares Par Capital Earnings Loss Total

(Dollars in thousands, except per share amc

Balance at December 31, 2C $ — 60,721,52 $30,22( 713,26¢ 1,123,78 (146,499 1,720,77!
Components of comprehensive incot
Net earning: — — — — 51,25¢ — 51,25¢
Foreign currency translation adjustme — — — — — 2,88: 2,88:
Unrealized gain related to derivative instrume — — — — — 34 34
Amortization of transition obligatio(®) — — — — — (5) (5)
Amortization of net actuarial lo€?) — — — — — 3,37: 3,37¢
Amortization of prior service crec®) — — — — — (482) (482)
Total comprehensive incon 57,06:
Common stock dividends declar- $0.21 per shar — — — — (12,789 — (12,78))
Common stock issued under employee stock optiorstouk
purchase plan®@ — 596,92¢ 274 19,28: — — 19,55¢
Benefit plan stock purchas®) — (732) — (18) — — (18)
Common stock repurchas —  (168,71H (84) (1,956€) (6,979 — (9,019
Shar+-based compensatic — — — 3,651 — — 3,651
Tax benefits from sha-based compensatic — — — 1,95(C — — 1,95(C
Adoption of FIN 484 — — — — (7,427) — (7,427)
Balance at March 31, 20( $ — 61,149,00 $30,41( 736,17 1,147,386 (140,69)) 1,773,75:

(1) Amounts pertain to our pension and postretirememtefit plans and are presented net of

(2) Net of common shares delivered as payment forxéecise price or to satisfy the option holc’ withholding tax liability upon exercise of optiol

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

(4) See Note (B),“Accounting Change,” in the Notes tm§blidated Condensed Financial Statements fortamtail information related to the adoption of FI8,4'Accounting
for Uncertainty in Income Tax¢’

See accompanying notes to consolidated condensstfal statements.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S
(unaudited)

(A) INTERIM FINANCIAL STATEMENTS

The accompanying unaudited Consolidated CasetkRinancial Statements include the accounts déeR8ystem, Inc. (Ryder) and all
entities in which Ryder System, Inc. has a coritrglivoting interest (“subsidiaries”), and variabigerest entities (VIES) required to be
consolidated in accordance with U.S. generally pigmkaccounting principles (GAAP). The accompanyingudited Consolidated
Condensed Financial Statements have been prepaaedardance with the accounting policies describdde 2006 Annual Report on Form
10-K except for the accounting change describedvbetlating to uncertain tax positions, and shdaddead in conjunction with the
Consolidated Financial Statements and notes theFatse statements do not include all of the infdrom and footnotes required by
accounting principles generally accepted in thetdthStates of America for complete financial staets. In the opinion of management, all
adjustments (consisting of normal recurring acauebnsidered necessary for a fair presentatior baen included and the disclosures he
are adequate. The operating results for interiroderare unaudited and are not necessarily ingieati the results that can be expected for a
full year. Certain prior year amounts have beefassified to conform to the current period prestoia

(B) ACCOUNTING CHANGE

Prior to January 1, 2007, we recognized inctareaccruals with respect to uncertain tax pasgtibased upon Statement of Financial
Accounting Standards (SFAS) No. 5, “Accounting@mtingencies.” Under SFAS No. 5, we recordedilitg associated with an uncertain
tax position if the liability was both probable agstimable. Our liability under SFAS No. 5 includatkrest and penalties, which were
recognized as incurred within “Provision for incotages” in the Consolidated Condensed Statemeriswiings.

Effective January 1, 2007, we adopted FASBrpretation No. (FIN) 48, “Accounting for Uncertginin Income Taxes.” FIN 48 clarifies
the accounting for uncertainty in income taxes gaized in financial statements in accordance wiEAS No. 109, “Accounting for Income
Taxes.” FIN 48 prescribes a recognition threshold measurement attribute for the financial statdmegognition and measurement of a tax
position taken or expected to be taken in a taxmet-IN 48 requires that we determine whetheibthefits of our tax positions are more
likely than not of being sustained upon audit bas®the technical merits of the tax position. For positions that are more likely than not of
being sustained upon audit, we recognize the laagasunt of the benefit that is more likely thar abbeing sustained in our consolidated
financial statements. For tax positions that atermare likely than not of being sustained upon gwa do not recognize any portion of the
benefit in our consolidated financial statementse provisions of FIN 48 also provide guidance oredegnition, classification, interest and
penalties, accounting in interim periods, and disate.

The cumulative effect of the adoption of teeagnition and measurement provisions of FIN 48lted in a $7.4 million reduction to the
January 1, 2007 balance of retained earnings. Besiuprior periods have not been restated. Oucydbr interest and penalties related to
income tax exposures was not impacted as a resthie adoption of the recognition and measuremsmipions of FIN 48. Therefore, we
continue to recognize interest and penalties agriied within “Provision for income taxes” in the i&mlidated Condensed Statements of
Earnings. We expect the adoption of FIN 48 to iaseeour effective tax rate by approximately 0.392007.

(C) SHARE-BASED COMPENSATION PLANS

Share-based incentive awards are providethfdayees under the terms of various share-basegeosation plans (collectively, the
“Plans”). The Plans are administered by the Comgiars Committee of the Board of Directors. Awardsler the Plans principally include
at-the-money stock options, nonvested stock (msttistock) and market-based nonvested stock. dihemanagement members of the Board
of Directors also receive restricted stock unitsar®-based compensation expense is recorded iari&abnd employee-related costs” in the
Consolidated Condensed Statement of Earnings.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S — (Continued)
(unaudited)

The following table provides information orasé-based compensation expense and income taxtearebgnized during the periods:

Three months ended March <
2007 2006
(In thousands

Stock option and stock purchase pl $ 2,43¢ 2,63¢€
Nonvested stock (restricted stot 1,21z 547
Shar-based compensation expel 3,651 3,18¢
Income tax benef (1,17¢) (996

Shar-based compensation expense, net o $ 2,47¢ 2,187

Total unrecognized compensation expense tetatehare-based compensation arrangements at Idar@v07 was $30.3 million and is
expected to be recognized over a weighted-averagedoof approximately 3.2 years.

During the three months ended March 31, 20@i72006, 0.9 million and 1.0 million stock optionsre granted under the Plans,
respectively. These awards, which vest one-thioth gaar, are fully vested three years from the tgdate and have a contractual term of
seven years. The fair value of each option awarsle@simated using a Black-Scholes-Merton optionipgi valuation model. The weighted-
average grant-date fair value of options grantethduhe three months ended March 31, 2007 and 2@36$12.81 and $10.60, respectively.

During each of the three months ended Mar¢t28Q7 and 2006, 0.1 million awards of restrictextls were granted under the Plans. The
restricted stock awards entitle the holder to shafeeommon stock as the awards vest over a theaeperiod. The majority of the restricted
stock awards included a market-based vesting poowis€inder such provision, the employees only nexdie grant of stock if Ryder’s total
shareholder return (TSR) as a percentage of the fRcomparable period TSR is 100% or greater avbree-year period. The fair value of
the market-based restricted stock awards was dstihusing a lattice-based option-pricing valuativodel that incorporates a Monte-Carlo
simulation. The weighted average grant-date fdinevaf restricted stock granted during the threati® ended March 31, 2007 and 2006 was
$30.32 and $27.71, respectively.

(D) EARNINGS PER SHARE INFORMATION

Basic earnings per common share are compwyted/laling net earnings by the weighted-average Ipemof common shares outstanding.
Nonvested stock (restricted stock) granted to eygae and directors are not included in the comjoutatf basic earnings per common st
until the securities vest. Diluted earnings per own share reflect the dilutive effect of potentammon shares from securities such as stock
options and time-vested restricted stock. Dilutathimgs per common share also reflects the dilffect of market-based restricted stock
(contingently issuable shares) if the vesting ctiod$s have been met as of the balance sheet datmagy the balance sheet date is the end of
the contingency period. The dilutive effect of #t@ptions and restricted stock is computed usiegisasury stock method, which assumes
any proceeds that could be obtained upon the eseeafistock options and vesting of restricted stwokld be used to purchase common
shares at the average market price for the pefioel.assumed proceeds include the purchase priggdhee pays and the windfall tax ber
that we receive upon assumed exercise as welkasnitecognized compensation expense at the eratbfperiod. We calculate the assumed
proceeds from excess tax benefits based on thereléfiax assets actually recorded without constaberaf “as if’ deferred tax assets
calculated under the provision of SFAS No. 123RdighBased Payment.” A reconciliation of the numifeshares used in computing basic
and diluted earnings per common share follows:

Three months ended March :
2007 2006
(In thousands

Weightec-average shares outstand— Basic 60,56¢ 60,72:
Effect of dilutive options and nonvested st 59¢€ 711
Weightec-average shares outstand— Diluted 61,16¢ 61,43:
Anti-dilutive options not included abo 552 1,67¢
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S — (Continued)
(unaudited)

(E) RESTRUCTURING AND OTHER CHARGES (RECOVERIES)
The components of restructuring and othergdma(recoveries), net were as follows:
Three months ended March !

2007 2006
(In thousands

Restructuring charges (recoveries), |

Severance and employrelated charges (recoverie $ 25¢ (142)
Facility and related costs (recoveri (29 1
23C (159

Other charges, ne
Contract termination and transition co 30€ —
Total $ 53¢ (159

As noted in Note (N), “Segment Reporting,” puimary measure of segment financial performanxctudes, among other items,
restructuring and other charges (recoveries),hrtiever, the applicable portion of the restruciyiamd other charges (recoveries), net that
related to each segment was as follows:

Three months ended March :
2007 2006
(In thousands

Fleet Management Solutio $ 35& (95)
Supply Chain Solution 18z (58)
Dedicated Contract Carriay — 4
Central Support Service — (2

Total $ 53€ (159

Restructuring and other charges (recovemes)in the three months ended March 31, 2007 cklatienarily to information technology
transition costs and employee severance and beosfi incurred in connection with global cost sgsiinitiatives announced during the
fourth quarter of 2006. Restructuring charges (vedes), net in the three months ended March 306 268lated primarily to employee
severance and benefits and facility charges redardprior restructuring charges that were revehgelto subsequent refinements in
estimates.

Activity related to restructuring reserves vaagollows:

Deductions
December 31, 20( Non-Cash March 31, 200°
Balance Additions  Cash Payment Reductions® Balance
(In thousands

Employee severance and bene $ 1,44¢ 27¢ 88¢ 19 81¢
Facilities and related cos 53¢ 18 151 47 35¢
Total $ 1,98 29€ 1,04( 66 1,175

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

At March 31, 2007, outstanding restructurimgjgations are generally required to be paid olierrtext nine months.

7
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S — (Continued)

(unaudited)
(F) REVENUE EARNING EQUIPMENT
March 31, 2007 December 31, 200
Accumulated Net Book Accumulatec Net Book
Cost Depreciation Value 1) Cost Depreciatior Value@)
(In thousands
Full service leas $5,886,45! (2,050,96) 3,835,49. 5,755,841 (2,076,32) 3,679,52
Commercial rente 1,588,99! (726,299 862,69¢ 1,579,36! (749,549 829,81.
Total $7,475,45 (2,777,26) 4,698,19 7,335,20: (2,825,871) 4,509,33.

(1) Revenue earning equipment, net includes vehiclgsid under capital leases of $18.7 million, lassumulated amortization of $7.6 million, at Mai@h, 2007, anc
$14.6 million, less accumulated amortization of6h@illion, at December 31, 2006. Amortization exgeeattributed to vehicles acquired under capitalsies is combined
with depreciation expens

At March 31, 2007 and December 31, 2006, #tecarrying value of revenue earning equipment f@ldale was $132.6 million and
$100.7 million, respectively. Revenue earning emépt held for sale is stated at the lower of cagyamount or fair value less costs to sell.
For the three months ended March 31, 2007 and 20886educed the carrying value of vehicles heldstde by $8.8 million and $4.7 million,
respectively, which were recorded within “Depreiciatexpense” in the Consolidated Condensed StatsnoéEarnings.

At the end of 2006, we completed our annualegation review of the residual values and uskfak of our revenue earning equipment.
Based on the results of our analysis, we adjusteddsidual values and useful lives of certainsgdaof our revenue earning equipment
effective January 1, 2007. This change in estimegsitlual values increased pre-tax earnings fotitfee® months ended March 31, 2007 by
approximately $2.8 million or $0.03 per diluted aoon share, compared to the same period in 2006.

(G) ACCRUED EXPENSES AND OTHER LIABILITIES

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

Salaries and wage $ 51,41t 51,41¢ 86,45« — 86,45¢
Deferred compensatic 2,98¢ 20,85: 23,83¢ 3,20¢ 21,86¢ 25,07:
Pension benefit 5,29¢ 108,27" 113,57¢ 2,032 112,23 114,27:
Other postretirement benef 3,58¢ 41,521 45,10¢ 3,59¢ 41,26¢ 44,86(
Employee benefit 2,19( — 2,19( 3,12 — 3,127
Insurance obligation(®) 120,54¢ 191,97( 312,51¢ 117,31 191,09¢ 308,40¢
Residual value guarante 663 1,32¢ 1,991 887 1,34( 2,22
Vehicle rent 8,191 3,561 11,75¢ 99¢ 1,90¢ 2,90:¢
Deferred vehicle gair 954 2,38t 3,33¢ 912 1,81: 2,72¢
Environmental liabilities 3,76¢ 11,00: 14,77: 4,02¢ 12,15( 16,17¢
Asset retirement obligatior 4,592 10,07¢ 14,661 3,51¢ 10,18¢ 13,70(
Operating taxe 76,98 76,981 78,23 — 78,23
Income taxe: 7,29( 55,00¢ 62,29t 4,831 36,80( 41,63
Restructuring 1,00z 17t 1,17 1,80¢ 181 1,98
Interest 46,015 — 46,01% 19,497 — 19,49]
Customer deposit 23,86! — 23,86 23,47« — 23,47«
Derivatives 20,66+ — 20,66+ 20,10: — 20,10:
Other 41,29¢ 18,42« 59,72( 45,74¢ 18,31¢ 64,06¢

Total $421,31¢ 464,57¢ 885,89! 419,75t 449,15¢ 868,91

(1) Insurance obligations are primarily comprised offsinsurance accruals
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S —(Continued)
(unaudited)

(H) INCOME TAXES
Uncertain Tax Positions

Effective January 1, 2007, we adopted FIN“A8counting for Uncertainty in Income Taxes.” SeetBl (B), “Accounting Change,” for
additional information.

We are subject to tax audits in numerousdict®ns in the U.S. and around the world until #pplicable statute of limitations expire. Tax
audits by their very nature are often complex aanurequire several years to complete. The follovisng summary of tax years that are no
longer subject to examination:

Federal— we are no longer subject to U.S. federal tax eérations by tax authorities for tax years befor8 2an 2005, the IRS
commenced an examination of our U.S. income taxmstfor 2001 through 2003, and the fieldwork iscpated to be completed by the end
of the second quarter of 2007.

State— for the majority of states, we are no longer sabjo tax examinations by tax authorities foryaars before 2001.

Foreign— we are no longer subject to foreign tax examaretiby tax authorities for tax years before 200012 and 2004 in Canada,
Mexico and U.K., respectively, which are our mdpmeign tax jurisdictions.

As of January 1, 2007, the total amount osgrnonrecognized tax benefits (excluding the federakfit received from state positions) was
$74.6 million. Of this total, $43.1 million (net e federal benefit received from state positiorpyesents the amount of unrecognized tax
benefits that, if recognized, would affect the efifee tax rate. The total amount of accrued inteaesl penalties resulting from such
unrecognized tax benefits was $7.5 million.

We do not currently anticipate that any siigaifit increase or decrease to unrecognized taxXiteend! be recorded during the next
12 months related to U.S. federal tax positiongedognized tax benefits related to state and fartg positions may decrease up to $4.5
million by December 31, 2007, if audits are comgaedr tax years close during 2007.

Like-Kind Exchange Program

We have a like-kind exchange program for éeméour revenue earning equipment utilized inth&. Pursuant to the program, we
dispose of vehicles and acquire replacement vehiola form whereby tax gains on disposal of elegitehicles are deferred. To qualify for
like-kind exchange treatment we exchange, throughadified intermediary, eligible vehicles beinggosed of with vehicles being acquired
allowing us to generally carry-over the tax bagithe vehicles sold (“like-kind exchanges”). Thegram is expected to result in a material
deferral of federal and state income taxes. Asqfdtie program, the proceeds from the sale oftdéigzehicles are restricted for the
acquisition of replacement vehicles and other digecapplications. Due to the structure utilizedaoilitate the like-kind exchanges, the
qualified intermediary that holds the proceeds ftbmsales of eligible vehicles and the entity tiwts the vehicles to be acquired under the
program are required to be consolidated in therapemying Consolidated Condensed Financial Stateniertccordance with U.S. GAAP.
At March 31, 2007, these consolidated entities$t&6é million of proceeds from the sale of eligibihicles and $158.6 million of vehicles to
be acquired under the like-kind exchange progranMarch 31, 2007 and December 31, 2006, we had/$28lion and $63.8 million,
respectively of restricted cash for the like-kingtlgange program included within “Prepaid expensesather current assets” on the
Consolidated Condensed Balance Sheets.
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S — (Continued)

(unaudited)
() DEBT
March 31, December 31
2007 2006
(In thousands
Shor-term debt and current portion of Ic-term debt
Unsecured foreign obligatiol $ 17,67 21,597
Current portion of lon-term debt, including capital leas 295,41! 311,14¢
Total shor-term debt and current portion of Ic-term debt 313,09: 332,74!
Long-term debt
U.S. commercial papd?) 441 50! 639,26
Canadian commercial pag@® 70,93t 78,87
Unsecured U.S. note®
Debenture! 62,91¢ 62,91
Mediunr-term notes 2,045,611 1,795,36.
Unsecured U.S. obligations, principally bank teaarls 59,65( 58,05(
Unsecured foreign obligatiol 170,67( 157,28
Capital lease obligatior 9,11¢ 3,50¢
Total before fair market value adjustm 2,860,40! 2,795,25I
Fair market value adjustment on notes subject diging (@) 90 96
2,860,49 2,795,341
Current portion of lon-term debt, including capital leas (295,41) (311,149
Long-term debi 2,565,08 2,484,19:
Total debt $2,878,17 2,816,94.

(1) Ryder had unamortized original issue discountsld.$ million at March 31, 2007 and $15.5 million¢cember 31, 200
(2) The notional amount of executed interest rate svdmsggnated as fair value hedges was $35.0 miditddarch 31, 2007 and December 31, 2C

Ryder can borrow up to $870 million througblabal revolving credit facility with a syndicaté twelve lenders. The credit facility matu
in May 2010 and is used primarily to finance wotkapital and provide support for the issuanceoafmercial paper. This facility can also
be used to issue up to $75 million in letters elditr (there were no letters of credit outstandiggiast the facility at March 31, 2007). At
Ryder’s option, the interest rate on borrowingsairrttie credit facility is based on LIBOR, primedéeal funds or local equivalent rates. The
credit facility’s current annual facility fee is Dlbasis points, which applies to the total fagitift $870 million, and is based on Ryder’s
current credit ratings. The credit facility contimo provisions restricting its availability in theent of a material adverse change to Ryder’s
business operations; however, the credit facildgsicontain standard representations and warraatiests of default, cross-default
provisions, and certain affirmative and negativeer@nts. In order to maintain availability of fungj Ryder must maintain a ratio of debt to
consolidated tangible net worth, as defined inafpeement, of less than or equal to 300%. The aatidarch 31, 2007 was 145%. At
March 31, 2007, $314.4 million was available unither credit facility. Foreign borrowings of $103.9lian were outstanding under the
facility at March 31, 2007.

In February 2007, we issued $250 million ofecured medium-term notes, maturing in March 20hé. proceeds from the notes were
used for general corporate purposes.

On February 27, 2007, Ryder filed an automstielf registration statement on Form S-3 withSkeurities and Exchange Commission
(SEC). The registration is for an indeterminate hanof securities and is effective for three yebrsder this universal shelf registration
statement, we have the capacity to offer and smth time to time various types of securities, inlithgg common stock, preferred stock and
debt securities. The automatic shelf registrattatesnent replaced our $800 million shelf registratitatement, which was fully utilized with
the issuance of the medium-term notes noted above.

As of March 31, 2007, we had outstanding $1l0an principal amount of unsecured debenture8.8%6 interest due May 2016. Under the
provisions of the related indenture, we are reglicemake a sinking fund principal payment in M®@?2 equal to the $10 million principal
amount outstanding. As of March 31, 2007, we hadtanding $53 million principal amount of unsecudethentures at o s % interest due
May 2017 (the “2017 Debentures”). The 2017 Deberstare redeemable, at a premium, on or after
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RYDER SYSTEM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT S — (Continued)
(unaudited)

May 15, 2007 at our option. In May 2007, we intémdedeem all of the 2017 Debentures and expdotto a pre-tax charge of
approximately $1.2 million related to the premiundavrite-off of the related debt issuance costs.

(J) GUARANTEES

Ryder has executed various agreements witth ffairties that contain standard indemnificatidrag may require Ryder to indemnify a th
party against losses arising from a variety of eratsuch as lease obligations, financing agreememi&onmental matters and agreements to
sell business assets. In each of these instanagsemt by Ryder is contingent on the other pariyding about a claim under the procedures
outlined in the specific agreement. Normally, thpsecedures allow Ryder to dispute the other parntiaim. Additionally, Ryder’s
obligations under these agreements may be limitéerms of the amount and (or) timing of any claRgder also has individual
indemnification agreements with each of its indejeert directors. The terms of the indemnificationeaments provide that to the extent
permitted by Florida law, Ryder will indemnify sudirector acting in good faith in a manner he ar sfasonably believed to be in, or not
opposed to, the best interests of Ryder, againysaad all losses, expenses and liabilities arismigof such director’s service as a director of
Ryder. The maximum amount of potential future pagtaés generally unlimited. We cannot predict theximum potential amount of future
payments under certain of these agreements, imgjutie indemnification agreements, due to the ngetit nature of the potential obligations
and the distinctive provisions that are involveeath individual agreement. Historically, no suagments made by Ryder have had a
material adverse effect on our business. We betieateif a loss were incurred in any of these naftihe loss would not result in a material
adverse impact on our consolidated results of ejp@saor financial position.

At March 31, 2007 and December 31, 2006, thgimum determinable exposure of each type of gueesand the corresponding liability,
if any, recorded on the Consolidated CondensediBal&heets were as follows:

March 31, 2007 December 31, 20C
Maximum Carrying Maximum Carrying
Exposure o Amount of Exposure ¢ Amount o
Guarantet Guarantee Liability Guarantet Liability
(In thousands

Vehicle residual value guarant—finance lease progran(@) $ 3,50¢ 98¢ 3,541 94¢€
Used vehicle financin 6,24¢ 1,06t 6,04¢ 811
Standby letters of crec 6,937 — 6,937 —
Total $ 16,69: 2,054 16,524 1,751

(1) Amounts exclude contingent rentals associated wiflual value guarantees on certain vehicles luglder operating leases for which the guaranteescaralitioned upol
disposal of the leased vehicles prior to the entheif lease term. At March 31, 2007 and Decemier2B06, Ryder's maximum exposure for such guaesnies
approximately $106.0 million and $112.7 millionspectively, with $2.0 million and $2.2 million reded as a liability at March 31, 2007 and DecemBg&r 2006,
respectively

At March 31, 2007, Ryder had letters of creditl surety bonds outstanding totaling $213.2 omlind $50.9 million, respectively, which
primarily guarantee the payment of insurance claifestain of these letters of credit and suretydsoguarantee insurance activities
associated with insurance claim liabilities trangfd in conjunction with the sale of our automotikensport business, which were reported as
discontinued operations in previous years. Theyetitat assumed these liabilities filed for protetunder Chapter 11 of the United States
Bankruptcy Code on July 31, 2005. To date, therarste claims, representing per-claim deductiblgslpi@ under third-party insurance
policies, have been paid and continue to be paith&yompany that assumed such liabilities. Howefafl or a portion of the estimated
outstanding assumed claims of approximately $6/8omiat March 31, 2007 are unable to be paid,thiel-party insurers may have recourse
against certain of the outstanding letters of ¢redivided by Ryder in order to satisfy the unpaim deductibles. In order to reduce our
potential exposure to these claims, we have redeawdrrevocable letter of credit from the purchiaxfehe business referred to above totaling
$7.5 million at March 31, 2007. Periodically, adépendent actuarial valuation will be made in otdegstimate the current amount of
outstanding insurance claim liabilities.
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(unaudited)

(K) SHARE REPURCHASE PROGRAM

In May 2006, our Board of Directors authorizetivo-year share repurchase program intendedtigats the dilutive impact of shares
issued under our various employee stock optionstmek purchase plans. Under the May 2006 prograamagement was authorized to
repurchase shares of common stock in an amouno moiceed the number of shares issued to emplaye®sthe exercise of stock options or
through the employee stock purchase plan sinceMBr2006. The May 2006 program limited aggreghsresrepurchases to no more than
2 million shares of Ryder common stock. Share repases were made periodically in open-market tdioses, and are subject to market
conditions, legal requirements and other factorandfjement established a trading plan for the Coypader Rule 10b5-1 of the Securities
Exchange Act of 1934 as part of the May 2006 pnograhich allowed for share repurchases during Rgdgrarterly blackout periods as set
forth in the trading plan. During the first quart#r2007, we completed the May 2006 program. Ferttinee months ended March 31, 2007,
we repurchased and retired approximately 0.2 milibares under the May 2006 program at an aggregst®f $9.0 million. Under the
May 2006 program, we repurchased and retired adbtamillion shares at an aggregate cost of $.0allion.

In October 2005, our Board of Directors auidext a $175 million share repurchase program oyarisd not to exceed two years. Share
repurchases of common stock were made periodicatipen-market transactions and were subject t&kebaonditions, legal requirements
and other factors. Management established a pregrdawritten plan for the Company under Rule 10lB-the Securities Exchange Act of
1934 as part of the October 2005 program, whiatwadt for share repurchases during Ryder’s quarkdalgkout periods as set forth in the
trading plan. During the first quarter of 2006, emnpleted the October 2005 program. For the threstins ended March 31, 2006, we
repurchased and retired approximately 1.6 millibares under the October 2005 program at an aggregat of $65.9 million.

(L) COMPREHENSIVE INCOME

Comprehensive income presents a measure cfiatiges in shareholders’ equity except for changmsting from transactions with
shareholders in their capacity as shareholdersfdlloeving table provides a reconciliation of neireings as reported in the Consolidated
Condensed Statements of Earnings to comprehenmsioenke.

Three months ended March {
2007 2006
(In thousands

Net earnings $51,25¢ 47,58
Other comprehensive incorr
Foreign currency translation adjustme 2,88: 881
Unrealized gain on derivative instrume 34 245
Amortization of transition obligatio(2) (5) —
Amortization of net actuarial lo€%) 3,37¢ —
Amortization of prior service crec®) (482 —
Total comprehensive incon $57,06: 48,70¢

(1) Amounts pertain to our pension and postretirememtetfit plans and are presented net of
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(unaudited)
(M) EMPLOYEE BENEFIT PLANS
Components of net periodic benefit cost wearéodows:
Pension Benefit Postretirement Benefi
Three months ended March !
2007 2006 2007 2006
(In thousands
Compan-administered plan:
Service cos $ 10,36 10,45 34C 327
Interest cos 21,50¢ 20,22+ 69¢€ 57€
Expected return on plan ass (29,24) (23,899 — —
Amortization of transition obligatio (8) (7 — —
Amortization of net actuarial lo¢ 4,87 8,771 27¢ 203
Amortization of prior service (credit) ca (699 358 (58) (57
6,79¢ 15,89¢ 1,257 1,04¢
Union-administered plan 1,211 1,15¢ — —
Net periodic bengfit cot $ 8,00¢ 17,05¢ 1,25i 1,04¢
Compan-administered plan:
u.s. $ 3,461 11,37( 1,12¢ 92C
Nor-U.S. 3,331 4,52¢ 131 12¢
6,79¢ 15,89¢ 1,257 1,04¢
Union-administered plan 1,211 1,15¢ — —
$ 8,00¢ 17,05¢ 1,257 1,04¢

As previously disclosed in our 2006 Annual Bpwe expect to contribute approximately $58 imillto our pension plans during 2007.
For the three months ended March 31, 2007, glatraridutions of $3.0 million had been made to oeingion plans.

On January 5, 2007, our Board of Directorgapgd an amendment to freeze the U.S. pensiongffactive December 31, 2007 for
current participants who do not meet certain gratidiring criteria. As a result, these employeekogtse accruing further benefits under the
pension plan after December 31, 2007 and will begiticipating in an enhanced 401(k) plan. Thoségipants that meet the grandfathering
criteria will be given the option to either contento earn benefits in the U.S. pension plan osttem into the enhanced 401(k) plan. All
retirement benefits earned as of December 31, @0l0Be fully preserved and will be paid in acconda with the plan and legal requireme
Employees hired after January 1, 2007 will not ligitde to participate in the pension plan. Theefze of the U.S. pension plan did not crei
curtailment gain or loss.

(N) SEGMENT REPORTING

Ryder’s operating segments are aggregatedépiartable business segments based primarily sipaitar economic characteristics,
products, services, customers and delivery methygider operates in three reportable business sdgmigéh Fleet Management Solutions
(FMS), which provides full service leasing, contramintenance, contract-related maintenance andnesaial rental of trucks, tractors and
trailers to customers, principally in the U.S., @da and the U.K.; (2) Supply Chain Solutions (S@®jch provides comprehensive supply
chain consulting including distribution and trangption services throughout North America and itil.dmerica, Europe and Asia; and
(3) Dedicated Contract Carriage (DCC), which presigehicles and drivers as part of a dedicatedpatation solution in the U.S.

Ryder’s primary measurement of segment firemerformance, defined as “Net Before Taxes” (NBigludes an allocation of Central
Support Services (CSS) and excludes restructuridgother (charges) recoveries, net. CSS repred®gs costs incurred to support all
business segments, including human resources cénaorporate services, public affairs, informatiechnology, health and safety, legal and
corporate communications. The objective of the NBdasurement is to provide clarity on the profiiapibf each business segment and,
ultimately, to hold leadership of each businessreag and each operating segment within each bissssggnent accountable for their
allocated share of CSS costs. Certain costs agdaned to be overhead not attributable to any segand remain unallocated in CSS.
Included among the unallocated overhead remainitfymvCSS are the costs for investor relations lipuffairs and certain executive
compensation.
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(unaudited)

CSS costs attributable to the business segnaeatpredominantly allocated to FMS, SCS and DElkbows:
Finance, corporate services and public affairs, dre@lth and safety— allocated based upon estimated and planned @=satilization;

Human resources- individual costs within this category are allamhin several ways, including allocation based sim&ted utilization
and number of personnel supported,;

Information technology— principally allocated based upon utilization-teAmetrics such as number of users or minuteaf thme.
Customer-related project costs and expenses aatad to the business segment responsible f@rtject; and

Other— represents legal and other centralized cost®apédnses including certain share-based and ineeodimpensation costs.
Expenses, where allocated, are based primarilh@emamber of personnel supported.

Our FMS segment leases revenue earning equoipene provides fuel, maintenance and other angiflarvices to our SCS and DCC
segments. Inter-segment revenue and NBT are acmbfort at rates similar to those executed wittdtparties. NBT related to inter-segment
equipment and services billed to customers (equiprmentribution) is included in both FMS and thesimess segment which served the
customer and then eliminated (presented as “Elitiong).

The following tables set forth financial infoation for each of Ryder’s business segments aadanciliation between segment NBT and
earnings before income taxes for the three monttdea& March 31, 2007 and 2006. Segment resultscaneecessarily indicative of the rest
of operations that would have occurred had eacimeagbeen an independent, stand-alone entity dthmgeriods presented.

FMS SCS DCC Eliminations Total
(In thousands

For the three months endec
March 31, 2007

Revenue from external custom: $889,19° 566,40t 138,49¢ — 1,594,10:
Inter-segment revent. 98,89: — — (98,897) —
Total revenue $988,09( 566,40t 138,49¢ (98,899 1,594,10:
Segment NB1 $ 80,78( 11,44¢ 10,35: (8,919 93,66!

Unallocated CS! (8,287

Restructuring and other (charges), (536
Earnings before income tax $ 84,83t
Segment capital expenditur(®) $477,66¢ 8,68: 26C — 486,61:

Unallocated CS:! 77C
Capital expenditure $ 487,38:

March 31, 200¢

Revenue from external custom: $888,14( 469,46¢ 138,68: — 1,496,29.
Inter-segment revent. 93,01¢ — — (93,019 —
Total revenue $981,15¢ 469,46¢ 138,68: (93,019 1,496,29.
Segment NB $ 74,89¢ 10,65¢ 8,46: (7,766) 86,25(

Unallocated CS:! (7,205

Restructuring and other recoveries, 15¢
Earnings before income tax $ 79,20/
Segment capital expenditur®). (2) $303,80: 2,721 304 — 306,82t

Unallocated CS! 3,18¢
Capital expenditure $ 310,01«

(1) Excludes revenue earning equipment acquired unaital leases
(2) Excludes FMS acquisition payments of $4.1 milliarirdy the three months ended March 31, 2(
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Our customer base includes enterprises opgratia variety of industries including automotiegectronics, highech, telecommunicatior
industrial, consumer goods, paper and paper predaffice equipment, food and beverage, generall iatlustries, and governments. Our
largest customer, General Motors Corporation, actalfor approximately 15% and 13% of consolidataenue for the three months ended
March 31, 2007 and 2006, respectively and is casedrdf multiple contracts within our SCS businegg®ent in various geographic regions.
The revenue generated from General Motors Corporadi primarily related to the pass-through of suttiacted transportation expense for
which we realize minimal changes in profitability @ result of fluctuations in subcontracted transpion.

(O) RECENT ACCOUNTING PRONOUNCEMENTS

In February 2007, the FASB issued SFAS No, 158e Fair Value Option for Financial Assets andancial Liabilities.” This statement
permits companies to choose to measure many fiakbinstruments and certain other items at fair @althis statement also establishes
presentation and disclosure requirements designfatilitate comparisons between companies thavsddifferent measurement attributes
for similar types of assets and liabilities. SFA8. 59 is effective for financial statements isstadiscal years beginning after
November 15, 2007. At the effective date, a compaay elect the fair value option for eligible itethsit exist at that date. The comp:
shall report the effect of the first remeasurenteritir value as a cumulative effect adjustmerth®opening balance of retained earnings for
the fiscal year in which this statement is inigiadipplied. The provisions of SFAS No. 159 are éifecfor us beginning January 1, 2008. We
are currently evaluating the impact of adopting SF¥o. 159 on our consolidated financial statements.

In September 2006, the FASB issued SFAS N@, ‘Fxair Value Measurements.” This statement defifaé value, establishes a
framework for measuring fair value under GAAP, axgands disclosures about fair value measurem®hsS No. 157 is effective for
financial statements issued for fiscal years bagmafter November 15, 2007, and interim periodthinithose fiscal years. The transition
adjustment, which is measured as the differenogdsat the carrying amount and the fair value oféHosancial instruments at the date this
statement is initially applied, should be recogdias a cumulative effect adjustment to the opehalgnce of retained earnings for the fiscal
year in which this statement is initially applifithe provisions of SFAS No. 157 are effective fobeginning January 1, 2008. We :
currently evaluating the impact of adopting SFAS W&/ on our consolidated financial statements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION
AND RESULTS OF OPERATIONS —
THREE MONTHS ENDED MARCH 31, 2007 AND 2006

OVERVIEW

The following discussion should be read injanation with the unaudited Consolidated ConderfSedncial Statements and notes thereto
included under Item 1. In addition, reference stidod made to our audited Consolidated FinanciaéStants and notes thereto and related
Management’s Discussion and Analysis of Financ@hdition and Results of Operations included in2886 Annual Report on Form 10-K.

Ryder System, Inc. (Ryder) is a global leaddransportation and supply chain managementisolsit Our business is divided into three
business segments: Fleet Management Solutions (FMf)h provides full service leasing, contract menance, contract-related
maintenance and commercial rental of trucks, tracod trailers to customers principally in the UGanada and the U.K.; Supply Chain
Solutions (SCS), which provides comprehensive supiphin consulting including distribution and trpogtation services throughout North
America and in Latin America, Europe and Asia; &wdlicated Contract Carriage (DCC), which provideligles and drivers as part of a
dedicated transportation solution in the U.S. Werafe in extremely competitive markets. Our custsmelect us based on numerous factors
including service quality, price, technology andviee offerings. As an alternative to using ounvéses, customers may choose to provide
these services for themselves, or may choose #roimilar or alternative services from otherdhirarty vendors. Our customer base
includes enterprises operating in a variety of gidas including automotive, electronics, high-teethecommunications, industrial, consumer
goods, paper and paper products, office equipnieod, and beverage, general retail industries anémgnents.

ITEMS AFFECTING COMPARABILITY BETWEEN PERIODS

Prior to January 1, 2007, we recognized inctameaccruals with respect to uncertain tax passtibased upon Statement of Financial
Accounting Standards (SFAS) No. 5, “Accounting@mtingencies.” Under SFAS No. 5, we recorded alitg associated with an uncertain
tax position if the liability was both probable agstimable. Our liability under SFAS No. 5 includetérest and penalties, which were
recognized as incurred within “Provision for incotages” in the Consolidated Condensed Statemerisuofings.

Effective January 1, 2007, we adopted FASBrjmetation No. (FIN) 48, “Accounting for Uncertginn Income Taxes.” FIN 48 clarifies
the accounting for uncertainty in income taxes gaézed in financial statements in accordance wiEAS No. 109, “Accounting for Income
Taxes.” FIN 48 prescribes a recognition threshold measurement attribute for the financial statémesgognition and measurement of a tax
position taken or expected to be taken in a taxmet~IN 48 requires that we determine whethembbreefits of our tax positions are more
likely than not of being sustained upon audit bam@the technical merits of the tax position. Fot positions that are more likely than not of
being sustained upon audit, we recognize the laagasunt of the benefit that is more likely thart abbeing sustained in our consolidated
financial statements. For tax positions that atermare likely than not of being sustained upon gwae do not recognize any portion of the
benefit in our consolidated financial statementse Pprovisions of FIN 48 also provide guidance oredegnition, classification, interest and
penalties, accounting in interim periods, and disate.

The cumulative effect of the adoption of teeagnition and measurement provisions of FIN 48lted in a $7.4 million reduction to the
January 1, 2007 balance of retained earnings. RBesfuprior periods have not been restated. Oucyébr interest and penalties under FIN
related to income tax exposures was not impactedrasult of the adoption of the recognition andisueement provisions of FIN 48.
Therefore, we continue to recognize interest amdties as incurred within “Provision for incomeea” in the Consolidated Condensed
Statements of Earnings. We expect the adoptiorid#B to increase our effective tax rate by appraately 0.3% in 2007.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION
AND RESULTS OF OPERATIONS — (Continued)

CONSOLIDATED RESULTS

Three months ended March ! Change
2007 2006 2007/200¢
(In thousands, except per share amol

Earnings before income tax $ 84,83t 79,20« 7%
Provision for income taxe 33,57¢ 31,62: 6

Net earning: $ 51,25¢ 47,58 8%
Per diluted common sha $ 0.84 0.77 9%
Weightec-average shares outstand— Diluted 61,16: 61,43: —%

Earnings before income taxes increased ta8§8dlion in the first three months of 2007 comphwth $79.2 million in the same period
2006. All business segments reported improved teseflecting better operating performance, contigleverage from revenue growth and
lower pension costs. See “Operating Results byritssi Segment” for a further discussion of operatsglts. Earnings in 2006 benefited
from the one-time recovery of $1.9 million (preXaar $0.02 per diluted common share, associatéutwe recognition of common stock
received from mutual insurance companies in a [y&air.

Three months ended March ! Change
2007 2006 2007/200¢€
(In thousands

Revenue
Fleet Management Solutio $ 988,09( 981,15¢ 1%
Supply Chain Solution 566,40¢ 469,46¢ 21
Dedicated Contract Carriay 138,49¢ 138,68: —
Eliminations (98,899 (93,019 (6)
Total $1,594,10: 1,496,29. 7%
Operating revenu®) $1,119,20 1,057,47. 6%

(1) We use operating revenue, a non-GAAP financial omeaso evaluate the operating performance of ausibesses and as a measure of sales activity. EBISérvices
revenue net of related intersegment billings, wihsctiirectly impacted by fluctuations in marketlfpeces, is excluded from the operating revenumgotation as fuel is
largely a pass-through to our customers for whiéhrealize minimal changes in profitability duringnpds of steady market fuel prices. However, pabflity may be
positively or negatively impacted by sudden incesas decreases in market fuel prices during atsperiod of time as customer pricing for fuel sees is establishe
based on market fuel costs. Subcontracted tranaport revenue in our SCS and DCC business segraemtsxcluded from the operating revenue computat®n
subcontracted transportation is largely a pass-tigh to our customers and we realize minimal chamgesofitability as a result of fluctuations in lscontracted
transportation. Refer to the section titl* Nor-GAAP Financial Measur¢' for a reconciliation of operating revenue to total’enue

Total revenue growth was primarily the resilincreased SCS revenue due to new and expandgtkels, higher volumes and increased
volume of managed subcontracted transportatioral Tevenue was also positively impacted by FMS remttial revenue growth and a
favorable foreign currency exchange impact of Od#é primarily to the strengthening of the Britishupd partially offset by a decline in
commercial rental revenue. Operating revenue ise@&% in the first three months of 2007 due primés growth in our SCS business.
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Three months ended March { Change
2007 2006 2007/200€
(Dollars in thousands

Operating expense (exclusive of items shown seglg: $663,88! 660,54. 1%
Percentage of reveni 41.6% 44.1%

Operating expense increased slightly in 2@f¥pgared with the same period in 2006 as a resuéwanue growth partially offset by lower
fuel costs. Operating expense as a percentage@iue decreased in 2007 due to lower fuel volumes.

Three months ended March { Change
2007 2006 2007/200€
(Dollars in thousands

Salaries and employ-related cost $354,16:¢ 337,51: 5%
Percentage of reveni 22.2% 22.6%
Percentage of operating rever 31.6% 31.9%

Salaries and employee-related costs increasg@7 compared with the same period in 2006, ariil;as a result of added headcount and
increased outside labor costs from new and expabdgidess in our SCS business segment. The indreaataries and employee-related
costs in 2007 was partially offset by a $9.0 milldecrease in pension expense. Pension expensasesprimarily impact our FMS busin
segment, which employs the majority of our emplaytbat participate in the primary U.S. pension plan

Three months ended March { Change
2007 2006 2007/200¢
(Dollars in thousands

Subcontracted transportati $247,22! 202,22; 22%
Percentage of reveni 15.5% 13.5%

Subcontracted transportation expense repref@ight management costs on logistics contrasts/hich we purchase transportation from
third parties. Subcontracted transportation exp@anser SCS business segment grew in 2007 compeithdhe same period in 2006, as a
result of increased volumes of freight managemetinity from new and expanded business.

Three months ended March { Change
2007 2006 2007/200€
(In thousands
Depreciation expens $196,18: 178,17t 1%
Gains on vehicle sales, r (15,037 (12,817 17%
Equipment rente 23,84¢ 25,56 (7)%

Depreciation expense relates primarily to F&nue earning equipment. Depreciation expenseased in the first quarter of 2007
compared with the same period in 2006, reflectiigpér average vehicle investment from purchases threepast year and $4.1 million of
additional reductions in the carrying value of \ods held for sale, partially offset by adjustmenesde to residual values as part of the an
depreciation review, which were implemented on dayd, 2007. This change in estimated residualesateduced depreciation expense in
the first quarter of 2007 by $2.8 million.

Gains on vehicle sales, net increased initeethree months of 2007 compared with the samiegén 2006 due to an increase in the
number of vehicles sold.

Equipment rental consists primarily of renperse for FMS revenue earning equipment under.|&pgepment rental in the first three
months of 2007 decreased compared to the samedprra®06 reflecting a reduction in the average benof leased vehicles.

18




Table of Contents

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION
AND RESULTS OF OPERATIONS — (Continued)

Three months ended March Change
2007 2006 2007/200€
(Dollars in thousands

Interest expens $39,37( 31,42: 25%
Effective interest rat 5.5% 5.6%

Interest expense grew in the first three mewtfih?007 compared with the same period in 20F&ating higher average debt levels due to
funding requirements associated with higher capjiaihding to support our contractual full serviezske business. The lower effective interest
rate in 2007 compared to 2006 was the result op#tyelown of higher interest rate debt and replacénvih debt issuances at lower interest
rates.

Three months ended March !
2007 2006
(In thousands

Miscellaneous income, n $ (916 (5,38¢)

Miscellaneous income, net consists of investrirecome on securities used to fund certain bepfns, interest income, (gains) losses
from sales of properties, foreign currency trarisacfgains) losses, and other non-operating itéiscellaneous income, net decreased in the
first three months of 2007 compared with the saar@gd in 2006 primarily due to declining marketfoemance of investments classified as
trading securities, a one-time recovery of $1.9iamlin the prior year for the recognition of commstock received from mutual insurance
companies and a gain realized in the prior yeanftioe involuntary conversion of property througheamnent domain proceeding in FMS.

Three months ended March !
2007 2006
(In thousands

Restructuring and other charges (recoveries) $ 53¢ (159

Restructuring and other charges (recovenes)in the first three months of 2007 related primao information technology transition
costs and employee severance and benefit costgséddn connection with global cost savings initias announced in the fourth quarter of
2006. Restructuring and other charges (recoveres)n 2006, related primarily to employee seveesand benefits and facility charges
recorded in prior restructuring charges that wekersed due to subsequent refinements in estinaesNote (E), “Restructuring and Other
Charges (Recoveries),” in the Notes to Consolid&teddensed Financial Statements, for additionakinétion on restructuring activity.

Three months ended March Change
2007 2006 2007/200€
(Dollars in thousands

Provision for income taxe $33,57¢ 31,62: 6%
Effective tax rate 39.6% 39.9%

Our effective income tax rate for the firsteth months of 2007 as compared with the same pigripd06, decreased primarily due to a
decrease in projected non-deductible expenseslbaxifset by increased earnings in higher tae jatisdictions. The adoption of FIN 48
increased our effective income tax rate for thet finree months of 2007 by 0.3%.
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Three months ended March ! Change
2007 2006 2007/200€
(In thousands
Revenue
Fleet Management Solutio $ 988,09( 981,15¢ 1%
Supply Chain Solution 566,40¢ 469,46¢ 21
Dedicated Contract Carriay 138,49¢ 138,68: —
Eliminations (98,899 (93,019 (6)
Total $1,594,10: 1,496,29. 7%
Operating Revenut
Fleet Management Solutio $ 713,90° 699,41t 2%
Supply Chain Solution 322,08: 272,35! 18
Dedicated Contract Carriay 135,59 133,57: 2
Eliminations (52,37¢) (47,872 9
Total $1,119,20 1,057,47. 6%
NBT:
Fleet Management Solutio $ 80,78( 74,89t 8%
Supply Chain Solution 11,44¢ 10,65¢ 7
Dedicated Contract Carria 10,35: 8,462 22
Eliminations (8,919 (7,766 (15)
93,66 86,25( 9
Unallocated Central Support Servic (8,287%) (7,20%) (15)
Restructuring and other (charges) recoveries (536) 15¢ NA
Earnings before income tax $ 84,83t 79,20« 7%

We define the primary measurement of our segifireancial performance as “Net Before Taxes” (NBWhich includes an allocation of
Central Support Services (CSS) and excludes resting and other (charges) recoveries, net. CS&septs those costs incurred to support
all business segments, including human resources)de, corporate services and public affairs,rinfition technology, health and safety,
legal and corporate communications. The objectitb@NBT measurement is to provide clarity on pefitability of each business segment
and, ultimately, to hold leadership of each busires=gment and each operating segment within easthdss segment accountable for their
allocated share of CSS costs. Segment resultsoarenessarily indicative of the results of operaithat would have occurred had each
segment been an independent, stand-alone entitygdilne periods presented.

Certain costs are considered to be overhetdttitoutable to any segment and remain unallaceteCSS. Included within the unallocated
overhead remaining within CSS are the costs foesitor relations, public affairs and certain examiiompensation. See Note (N), “Segment
Reporting,” in the Notes to Consolidated ConderfSedncial Statements for a description of how #raeainder of CSS costs is allocated to
the business segments.

Our FMS segment leases revenue earning equoipene provides fuel, maintenance and other angiflarvices to our SCS and DCC
segments. Inter-segment revenue and NBT are aambfmt at rates similar to those executed withdtparties. NBT related to inter-segment
equipment and services billed to customers (equiprmentribution) are included in both FMS and tlisihess segment which served the
customer and then eliminated (presented as “Elitiong).
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The following table sets forth equipment cdmittion included in NBT for our SCS and DCC busmeegments:

Three months ended March Change
2007 2006 2007/200€
(In thousands

Equipment contributior

Supply Chain Solution $ 4,74 3,92¢ 21%
Dedicated Contract Carrial 4,17¢ 3,837 9
Total $ 8,91¢ 7,76€ 15%

Fleet Management Solutions

Three months ended March ! Change
2007 2006 2007/200¢
(Dollars in thousands

Full service leas $475,90« 451,44 5%
Contract maintenanc 37,20 32,72( 14
Contractual revenu 513,10! 484,16 6
Contrac-related maintenanc 52,14¢ 47,27¢ 10
Commercial rente 131,02: 149,92: (13
Other 17,63¢ 18,05: 2
Operating revenu® 713,90° 699,411 2
Fuel services revent 274,18: 281,74( 3
Total revenue $988,09( 981,15¢ 1%
Segment NB1 $ 80,78( 74,89¢ 8%
Segment NBT as a % of total rever 8.2% 7.€% 6Q bps
Segment NBT as a % of operating reve) 11.52% 10.7% 60 bps

(1) We use operating revenue, a non-GAAP financial omeaso evaluate the operating performance of oMSbusiness segment and as a measure of saleiyadtivel
services revenue, which is directly impacted bettlations in market fuel prices, is excluded fram @perating revenue computation as fuel is largelyass-through to
customers for which we realize minimal changesrafifability during periods of steady market fuelqes. However, profitability may be positivelyrgatively impacted
by sudden increases or decreases in market fuegépduring a short period of time as customer pgdor fuel services is established based on mduatcosts

Total revenue and operating revenue (reverakei@ing fuel) grew during the first three montf2607 compared with the same period in
2006 as a result of contractual revenue growth.tdta and operating revenue growth was partidiiget by decreased commercial rental
revenue. Total revenue growth was also partialigatfby lower fuel services revenue from reduced ¥olumes.

Full service lease revenue grew in the fitsrter of 2007 compared with the same period ir6206e to higher levels of sales activity in
all geographic markets. We expect favorable leagenue comparisons to continue in the near termalirereased sales activity and
improved business retention. Contract maintenageenue increased in the first quarter of 2007 caetpwith the same period in 2006 due
primarily to recent new sales activity. We expextdrable contract maintenance revenue comparisocatinue in the near term due to a
larger contract maintenance fleet. Commercial tepteenue decreased in the first quarter of 2007 pared with the same period in 2006
reflecting softer market conditions in North Amexid-or the quarter, we realized lower vehicle zdifion, and lower pricing on a smaller
rental fleet. We expect similar unfavorable comriznental revenue comparisons to continue foeast the near term. In addition, we exj
to continue to reduce the size of our commerciatalefleet over the near term.
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The following table provides rental statistiosthe U.S. fleet, which generates more than 8d%tal commercial rental revenue:

Three months ended March ! Change
2007 2006 2007/200€
(Dollars in thousands

Non-lease customer rental rever $52,67 60,791 (13)%
Lease customer rental rever() $55,69¢ 66,21: (16)%
Average commercial rental fleet s in service® 30,40( 32,00( (5)%
Average commercial rental power fleet s— in service@). (3) 22,10( 22,90( (3)%
Commercial rental utilizatio _ 64.2% __69.1% (49C) bps

(1) Lease customer rental revenue is revenue from restscles provided to our existing full servicade customers, generally during peak periods iir thygerations.
(2) Number of units rounded to nearest hundred andutated using average daily unit coun
(3) Fleet size excluding trailer:

FMS NBT grew in the first three months of 2@@®mpared with the same period in 2006 primarila assult of improved full service lease
and contract maintenance performance and loweligrenests. The growth in NBT was partially offsgtdodecline in commercial rental
results and higher sales and marketing expenséss @am the sale of used vehicles in the firstrigraof 2007 were higher than the priory
due to a greater number of vehicles sold and sfafdng on the power fleet. This improvement ifingavas offset by higher carrying costs
on the increased inventory of used vehicles helddte.
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Our global fleet of owned and leased reverarairg equipment and contract maintenance vehiglegmmarized as follows (number of

units rounded to the nearest hundred):

End of period vehicle count

By type:
Trucks
Tractors
Trailers
Other

Total

By ownership
Owned
Leasec

Total

By product line:
Full service leas
Commercial rente
Service vehicles and oth

Active units
Held for sale()

Total
Customer vehicles under contract mainten

Quarterly average vehicle coun

By product line:
Full service leas
Commercial rente
Service vehicles and oth
Active units
Held for sale(l)

Total

Customer vehicles under contract mainten

March 31, December 3: March 31
2007 2006 2006
65,30( 65,20(  64,00(
56,20( 56,10( 52,30(
39,70( 38,90( 40,00(

5,70( 5,70( 5,70(
166,90( 165,90( 162,00(
162,10( 160,80( 156,40(

4,80( 5,10( 5,60(
166,90( 165,90( 162,00(
116,40( 117,50( 113,40(

36,20( 37,00( 38,70(
3,50( 3,50( 3,40(
156,10( 158,00( 155,50(
10,80( 7,90( 6,50(
166,90( 165,90( 162,00(
31,70( 30,70( 26,40(
117,00( 116,10( 113,60(
36,60( 38,00( 38,60(

3,50( 3,50( 3,40(
157,10( 157,60( 155,60(

9,30( 7,30( 6,60(
166,40( 164,90( 162,20(

31,20( 29,80( 26,40(

Change
Mar. 2007 Mar. 2007
Dec. 200€ Mar. 200€
—% 2
— 7
2 1)
1% 3
1% 4
(6) (14)
1% 3
(D)% 3
2 (6)
— 3
(1) —
37 66
1% 3
3% 20
1% 3
4) ®)
— 3
— 1
27 41
1% 3
5% 18

(1) Vehicles held for sale represent all units avaitafdr sale including units held for sale at the @ficach period regardless of whether the unitsedrevenue in the

previous 30 days

Note: Prior year vehicle counts have been restaderbnform to current year presentatic
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The totals in the table above include theofsihg non-revenue earning equipment for the U&ktf(number of units rounded to nearest
hundred):

Change

March 31, December 3: March 31 Mar. 2007 Mar. 2007

2007 2006 2006 Dec. 200¢ Mar. 200€
Not yet earning revenue (NYI 3,20( 4,20( 1,70C (29)% 88

No longer earning revenue (NLE

Units held for sals 8,40( 6,60( 5,30( 27 58
Other NLE units 2,10C 1,90( 1,60( 11 31
Total @) 13,70( 12,70( 8,60( 8% 58

(1) Nor-revenue earning equipment for FMS operations oatthé U.S. totaled approximately 1,500 vehicldglatch 31, 2007, 1,700 vehicles at December 31, 20@51,60(
vehicles at March 31, 2006, which are not includédve.

NYE units represent new vehicles on handdhatbeing prepared for deployment to lease custoranto the rental fleet. Preparations
include activities such as adding lift gates, paietcals, cargo area and refrigeration equipmédrg.number of NYE units increased compe
to the same period in the prior year consistertt wie volume of lease sales activity. NLE unitsespnt vehicles for which no revenue has
been earned in the previous 30 days. These velmgde temporarily out of service, held for shkeing prepared for sale or awaiting
redeployment. The number of NLE units has increakegto higher levels of used vehicles held foe s&l a result of lease replacements and
rental fleet reductions. We expect the number oENInits to decline in the second half of 2007 asrthmber of rental units being outservi
and the level of lease replacement activity slosvglie remainder of the year.

Supply Chain Solutions

Three months ended March ! Change
2007 2006 2007/200¢
(Dollars in thousands

U.S. operating revenu

Automotive and industrie $136,81: 119,49 14%
High-tech and consumer industri 74,47 68,86 8
Transportation manageme 8,431 6,84¢ 23
U.S. operating revent 219,72: 195,21( 13
International operating reven 102,35¢ 77,14¢ 33
Total operating revent® 322,08. 272,35 18
Subcontracted transportati 244,32: 197,11: 24
Total revenue $566,40¢ 469,46¢ 21%
Segment NB1 $ 11,44¢ 10,65¢ 7%
Segment NBT as a % of total rever 2.C% 2.2% (30) bps
Segment NBT as a % of total operating reve® 3.6% 3.5% (30) bps
Memo: Fuel cost $ 27,88¢ 24,92: 12%

(1) We use operating revenue, a non-GAAP financial omeaso evaluate the operating performance of c08®usiness segment and as a measure of saleiyactiv
Subcontracted transportation is deducted from toégkenue to arrive at our operating revenue compaiteas subcontracted transportation is largelyasg-through to
customers. We realize minimal changes in profitgbéls a result of fluctuations in subcontractedrsportation.

Total revenue grew during the first three nharaf 2007 compared to the same period in 2006a@new and expanded business, higher

volumes and increased level of managed subcontr&@esportation. Our largest customer, Generabkéo€orporation, accounted for
approximately 41.8% and 16.8% of SCS total reveandeoperating revenue, respectively, for the three
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months ended March 31, 2007, and is comprised difptaicontracts in various geographic regions. therthree months ended March 31,
2006, General Motors Corporation accounted for agprately 40.7% and 19.8% of SCS total revenueapetating revenue, respectively. In
2007, SCS total revenue included an unfavorablkeidarcurrency exchange impact of 0.3%. We expe&mge improvements to continue
over the near term.

In transportation management arrangementsenieract as principal, revenue is reported on asgpasis for subcontracted transportation
services billed to our customers. We realize mihichanges in profitability as a result of fluctwats in subcontracted transportation.
Determining whether revenue should be reported@ssgr net is based on an assessment of whethamrevaeting as the principal or the
agent in the transaction and involves judgmentdasethe terms and conditions of the arrangemeotnRime to time, the terms and
conditions of our transportation management arnargges may change, which could require a changevienue recognition from a gross
basis to a net basis or vice versa. Our measuwpeyhting revenue would not be impacted by a changevenue reporting.

The improvement in SCS NBT in the first quade2007 compared with the same period in 200@cé&s the impact of new and expanded
business and higher volumes. This improvement \igistly offset by the impact of automotive planustiowns and launch costs associated
with new business.

Dedicated Contract Carriage

Three months ended March ! Change
2007 2006 2007/200¢
(Dollars in thousands

Operating revenu®) $135,59: 133,57: 2%
Subcontracted transportati 2,90t 5,11( 43
Total revenue $138,49¢ 138,68: —%
Segment NB1 $ 10,35: 8,46: 22%
Segment NBT as a % of total rever 7.5% 6.1% 140 bps
Segment NBT as a % of operating reve®) 7.6% 6.2% 130 bps
Memo: Fuel cost $ 24,65¢ 25,03! (D)%

(1) We use operating revenue, a non-GAAP financial omeaso evaluate the operating performance of o@Mbusiness segment and as a measure of salegyactiv
Subcontracted transportation is deducted from toé@knue to arrive at our operating revenue compaiteas subcontracted transportation is largelyasg-through to
customers. We realize minimal changes in profitgbéls a result of fluctuations in subcontractedrsportation.

Operating revenue increased in the first timeaths of 2007 compared with the same period 0623 a result of new and expanded
business. Total revenue in the first three monft#Z067 was flat compared with the same period ib&20ue to decreased volumes of mani
subcontracted transportation as a result of theranawal of a certain contract and the use of @ur wansportation equipment in lieu of
third-party carriers. We expect similar revenue parisons to continue in the near term. The impram@nn DCC NBT in the first three
months of 2007 compared to the same period in 28)€cts the impact of new and expanded busined$oaver safety and insurance costs.
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Central Support Services

Three months ended March ! Change
2007 2006 2007/200€
(In thousands
Human resource $ 3,891 3,45¢ 12%
Finance 14,06: 14,20¢ Q)
Corporate services and public affe 2,921 2,88¢ 1
Information technolog 12,77¢ 14,08¢ 9)
Health and safet 2,08( 2,01¢ 3
Other 8,64 7,652 13
Total CSS 44,37: 44,31 —
Allocation of CSS to business segme (36,086 (37,109 3
Unallocated CS:! $ 8,28 7,20¢ 15%

Total CSS costs in the first three months@¥2were flat compared with the same period in 289®wer information technology costs
were offset by the one-time recovery of $1.9 millia 2006 associated with the recognition of comrsimek received from mutual insurance
companies. Spending for information technology leaser as a result of ongoing cost containmentatiites and increased utilization of
technology resources from growth in our SCS openati Unallocated CSS expenses for 2007 were higirapared with the same period in
2006 largely due to the previously mentioned commstogk recognition in the prior year.

FINANCIAL RESOURCES AND LIQUIDITY
Cash Flows

The following is a summary of our cash flowsnh operating, financing and investing activities:

Three months ended March !
2007 2006
(In thousands

Net cash provided by (used il

Operating activitie: $ 253,19: 117,23¢
Financing activitie: 50,08: 53,92¢
Investing activities (338,48() (225,06Y)
Effect of exchange rate changes on ¢ 17C 793
Net change in cash and cash equival $ (35,03¢) (53,106

A detail of the individual items contributing the cash flow changes is included in the Codatdid Condensed Statements of Cash Flows.

Cash provided by operating activities increaee$253.2 million in the three months ended M&8&h2007 compared with $117.2 million
in 2006, due primarily to lower income tax paymeimsome tax payments in 2006 included deferredrgays related to hurricane relief
obtained on 2005 tax payments. Cash provided lan&img activities in the first three months of 2@@&s $50.1 million compared with cash
provided of $53.9 million in 2006. Cash providedflmancing activities in the first three months26f07 reflects lower proceeds from debt
borrowings, slightly offset by lower share repurebactivity. Cash used in investing activities @ased to $338.5 million in the three months
ended March 31, 2007 compared with $225.1 millim2006, due to higher vehicle capital spending)gipially higher lease vehicle spending
for replacement and expansion of customer fleeis aadecrease in restricted cash associated vathethicle like-kind exchange program.

We manage our business to maximize net cashdad by operating activities (operating cash #pand proceeds from the sale of reve
earning equipment as the principal sources of diigyti We refer to the sum of operating cash flopreceeds from the sales of revenue eat
equipment and operating property and equipmengaans on direct finance leases and other caftwia as “total cash generated.” We
refer to the net amount of cash generated fromatipgrand investing activities (excluding changeseistricted cash) as “free cash flow.”
Although total cash generated and free cash flewnnan-GAAP financial measures,
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we consider them to be important measures of caatiparoperating performance. We also believe wdah generated to be an important
measure of total cash inflows generated from ogoorg business activities. We believe free caslv fioovides investors with an important
perspective on the cash available for debt seascefor shareholders after making capital investsiegquired to support ongoing business
operations. Our calculation of free cash flow maydifferent from the calculation used by other camips and therefore comparability may
be limited.

The following table shows the sources of @aefcash flow computation:

Three months ended March :
2007 2006
(In thousands

Net cash provided by operating activit $ 253,19: 117,23¢
Sales of revenue earning equipm 93,19( 88,24¢
Sales of operating property and equiprr 1,13¢ 76C
Collections on direct finance leas 15,71¢ 16,34:
Other, ne 75C 1,60¢
Total cash generate 363,98: 224,19¢
Purchases of property and revenue earning equig (487,38 (310,019
Acquisitions — (4,119
Free cash flov $(123,399) (89,929

The decline in free cash flow to negative $428illion for the three months ended March 31, 2G®mpared with negative $89.9 million
for the same period in 2006, was driven by highaiele capital spending and partially offset by ésincome tax payments. We anticipate
free cash flow to improve over the balance of tharydue to lower anticipated vehicle capital spegdi

The following table provides a summary of talpéxpenditures:

Three months ended March !
2007 2006
(In thousands

Revenue earning equipme(@

Full service leas $354,63! 277,59¢
Commercial rente 99,68( 77,16:
454,31! 354,76:

Operating property and equipme 21,15; 14,17¢
Total capital expenditure 475,46 368,93t
Changes in accounts payable related to purchages@ifue earning equipme 11,91« (58,929
Cash paid for purchases of property and revenugrggequipmen $487,38: 310,01

(1) Capital expenditures exclude acquisitions of rexeearning equipment under capital leases of $5IBamiduring the three months ended March 31, 2(

Capital expenditures were higher for the finsee months of 2007 compared with 2006 princypadl a result of increased lease vehicle
spending for replacement and expansion of custdiests. We are anticipating full-year 2007 capéapenditures to be approximately
$1.33 billion, down from $1.76 billion in 2006 prarily as a result of reduced replacement activity Eower planned levels of spending for
full service lease vehicles.

Financing and Other Funding Transactions

We utilize external capital to support growttour asset-based product lines. The varietyrarfting alternatives available to fund our
capital needs include long-term and medium-termipamd private debt, asset-backed securities, bemk loans, leasing arrangements, bank
credit facilities and commercial paper.
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The following table shows the movements in aeiot balance:

Three months ended March !
2007 2006
(In thousands

Debt balance at January $2,816,94. 2,185,36!

Casl-related changes in del
Net change in commercial paper borrowil (206,449 200,73¢
Proceeds from issuance of med-term note: 250,00( —
Proceeds from issuance of other debt instrurr 93,88: 14,73(
Retirement of mediu-term notes and debentui — (40,000
Other debt repaid, including capital lease oblmyz (86,280 (63,169
51,15: 112,30:

Non-cash changes in del

Fair market value adjustment on notes subject tiging (6) (652)
Addition of capital lease obligatiol 5,76¢ —
Changes in foreign currency exchange rates and oth-cash item: 4,31¢ 1,78¢
Total changes in del 61,23: 113,43:
Debt balance at March $2,878,17! 2,298,79!

In accordance with our funding philosophy, atiempt to match the average remaining repriciiegaf our debt with the average remair
life of our assets. We utilize both fixed-rate aradiable-rate debt to achieve this match and gdgeeaget a mix of 25 — 45% variable-rate
debt as a percentage of total debt outstandingva@hable-rate portion of our total obligationsqliding notional value of swap agreements)
was 24% at March 31, 2007 compared with 31% at Déee 31, 2006.

Ryder’s leverage ratios and a reconciliatiborebalance sheet debt to total obligations weréolows:

March 31, % to December 31 % to
2007 Equity 2006 Equity
(Dollars in thousands
On-balance sheet de $2,878,17! 162% 2,816,94 164%
Off-balance sheet debt—PV of minimum lease paymamtsguaranteed
residual values under operating leases for veh(®) 78,97t 77,99¢
Total obligations $2,957,15 167% 2,894,94. 16€%

(1) Present value (PV) does not reflect payments Rydetd be required to make if we terminated thetesldeases prior to the scheduled expiration de

On-balance sheet debt to equity consists lafoa sheet debt for the period divided by totaiityq Total obligations to equity represents
balance sheet debt plus the present value of mmitease payments and guaranteed residual values apdrating leases for vehicles,
discounted based on our incremental borrowingattease inception, all divided by total equityth&lugh total obligations is a non-GAAP
financial measure, we believe that total obligagicnuseful as it is a more complete measure oéristing financial obligations and helps
better assess our overall leverage position.

Leverage ratios remained substantially unchdng 2007, as increased capital spending reqtiredpport our contractual full service
lease business was offset by an increased equégde Our long-term target percentage of totabetibns to equity is 250% to 300% while
maintaining a strong investment grade rating. Wiebe this leverage range is appropriate for owitess due to the liquidity of our vehicle
portfolio and because a substantial component o&ssets is supported by long-term customer leases.

Our ability to access unsecured debt in tipit@amarkets is linked to both our short-term #omb-term debt ratings. These ratings are
intended to provide guidance to investors in deteirmg the credit risk associated with particulard@y securities based on
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current information obtained by the rating agen&ies us or from other sources that such agenaasider to be reliable. Lower ratings
generally result in higher borrowing costs as waslfeduced access to capital markets. A signifidawngrade of Ryder’s debt rating would
reduce our ability to issue commercial paper. Assalt, we would have to rely on other establistuedling sources described below.

Our debt ratings at March 31, 2007 were ds\id:

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

On April 10, 2007, Fitch Ratings affirmed oatings and outlook.

Ryder can borrow up to $870 million througflabal revolving credit facility with a syndicaté welve lenders. The credit facility matu
in May 2010 and is used primarily to finance wotkapital and provide support for the issuanceoafmercial paper. This facility can also
be used to issue up to $75 million in letters elditr (there were no letters of credit outstandiggiast the facility at March 31, 2007). At
Ryder’s option, the interest rate on borrowingsairrttie credit facility is based on LIBOR, primedéeal funds or local equivalent rates. The
credit facility’s current annual facility fee is Dlbasis points, which applies to the total fagitift $870 million, and is based on Ryder’s
current credit ratings. The credit facility contimo provisions restricting its availability in theent of a material adverse change to Ryder’s
business operations; however, the credit facildgsicontain standard representations and warraatiests of default, cross-default
provisions, and certain affirmative and negativeer@mnts. In order to maintain availability of fungj Ryder must maintain a ratio of debt to
consolidated tangible net worth, as defined inafeeement, of less than or equal to 300%. The aatidarch 31, 2007 was 145%. At
March 31, 2007, $314.4 million was available unither credit facility.

In February 2007, we issued $250 million o$erured medium-term notes, maturing in March 20h4. proceeds from the notes were
used for general corporate purposes.

On February 27, 2007, Ryder filed an autorrstiielf registration statement on Form S-3 withSkeurities and Exchange Commission
(SEC). The registration was for an indeterminateler of securities and is effective for three yelrsder this universal shelf registration
statement, we have the capacity to offer and smth time to time various types of securities, inlthg common stock, preferred stock and
debt securities. This automatic shelf registratitaiement replaced our $800 million shelf regigirestatement, which was fully utilized with
the issuance of the medium-term notes noted above.

As of March 31, 2007, we had outstanding $1lan principal amount of unsecured debenture8.a% interest due May 2016. Under the
provisions of the related indenture, we are reguicemake a sinking fund principal payment in M&p2 equal to the $10 million principal
amount outstanding. As of March 31, 2007, we hadtanding $53 million principal amount of unsecudedbentures at ¥ g % interest due
May 2017 (the “2017 Debentures”). The 2017 Deberstare redeemable, at a premium, on or after Magd®/ at our option. In May 2007,
we intend to redeem all of the 2017 Debentureseampéct to incur a pre-tax charge of approximatély $nillion related to the premium and
write-off of the related debt issuance costs.

Ryder Receivable Funding Il, L.L.C. (RRF LL@)bankruptcy remote, consolidated subsidiary aféRas a Trade Receivables Purchase
and Sale Agreement (the Trade Receivables Agreg@mithtvarious financial institutions. Under thisogram, Ryder sells certain of its
domestic trade accounts receivable to RRF LLC whoiin may sell, on a revolving basis, an ownersgttigrest in certain of these accounts
receivable to a receivables conduit and (or) coteahipurchasers. Under the terms of the program, RRFand Ryder have provided
representations, warranties, covenants and indestiitat are customary for accounts receivablditiasiof this type. Ryder entered into this
program to provide additional liquidity to fund tperations, particularly when the cost of suckes# cost effective compared with other
funding programs, notably the issuance of unseccoetmercial paper. This program is accounted fa esllateralized financing
arrangement. The available proceeds that may leévextby RRF LLC under the program are limited 206 million. RRF LLC5 costs unde
this program may vary based on changes in Rydessaured debt ratings and changes in interest tatesevent occurs that would cause
early termination, the 364-day program will expre September 11, 2007. At March 31, 2007 and Deee3ib, 2006, there were no amounts
outstanding under the agreement.
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At March 31, 2007, we had the following amauatailable to fund operations under the aforeroaeti facilities:

(In millions)
Global revolving credit facility $ 314
Trade receivables facilit 200
Automatic shelf registratio Indeterminate

We believe that our existing cash and caslvatpnts, operating cash flows, commercial papegm@m, revolving credit facility, shelf
registration with the SEC and the trade receivafaetity will adequately meet our working capitaid capital expenditure needs for the
foreseeable future.

Off-Balance Sheet Arrangements

Sale and leaseback transactiolge periodically enter into sale-leaseback traneastin order to lower the total cost of funding our
operations, to diversify our funding among differelasses of investors (e.g., regional banks, pensians and insurance companies) and to
diversify our funding among different types of fimgl instruments. These sale-leaseback transadi@nsften executed with third-party
financial institutions that are not deemed to bealde interest entities (VIES). In general, theake-leaseback transactions result in a
reduction in revenue earning equipment and delthemalance sheet, as proceeds from the sale @fiuewearning equipment are primarily
used to repay debt. Accordingly, sale-leasebaciséretions will result in reduced depreciation andriest expense and increased equipment
rental expense. These leases contain limited gtessby us of the residual values of the leasetthesh(residual value guarantees) that are
conditioned upon disposal of the leased vehicles po the end of their lease term. The amounutire payments for residual value
guarantees will depend on the market for used leshand the condition of the vehicles at time gpdsal. See Note (J), “Guarantees,” in the
Notes to Consolidated Condensed Financial Statenfenadditional information. We did not enter igtioy sal-leaseback transactions that
qualified for off-balance sheet treatment during fiinst three months of 2007 or 2006.

GuaranteesRyder has executed various agreements with thiribpahat contain standard indemnifications thaymequire Ryder to
indemnify a third party against losses arising fravariety of matters such as lease obligationgniting agreements, environmental matters,
and agreements to sell business assets. In edlcbsaf instances, payment by Ryder is contingettt@other party bringing about a claim
under the procedures outlined in the specific ageze. Normally, these procedures allow Ryder tpulis the other party’s claim.
Additionally, Ryders obligations under these agreements may be liriritegfms of the amount and (or) timing of any laln October 200¢
Ryder entered into individual indemnification agremts with each of its independent directors. Enms of the indemnification agreements
provide, among other things, that to the extentitéed by Florida law, Ryder will indemnify suchrelctor acting in good faith in a manner
or she reasonably believed to be in, or not opptsettie best interests of Ryder, against any dridsses, expenses and liabilities arising out
of such director’s service as a director of Ryddére maximum amount of potential future paymentgeiserally unlimited. We cannot predict
the maximum potential amount of future paymentsengrtain of these agreements, including the imiigcation agreements, due to the
contingent nature of the potential obligations #reldistinctive provisions that are involved in le@edividual agreement. Historically, no si
payments made by Ryder have had a material ade&feset on our business. We believe that if a lossawncurred in any of these matters,
loss would not result in a material adverse impacbur consolidated results of operations or fimgrmosition. The total amount of maximum
exposure determinable under these types of praxgsad March 31, 2007 and December 31, 2006 wag $iillion and $16.5 million,
respectively, and we have accrued $2.1 million&h®& million, respectively, as a correspondingiligh See Note (J), “Guarantees,” in the
Notes to Consolidated Condensed Financial Statenfenfurther discussior

Pension Information

The funded status of our pension plans is mié@at upon many factors, including returns on itegtsissets and the level of certain market
interest rates. We review pension assumptions aglgldnd we may from time to time make voluntarpteitbutions to our pension plans,
which exceed the amounts required by statute. 607 2we have made $3.0 million in pension contidng and we expect to make additional
pension contributions for our plans during the rientler of 2007 of $55 million. Changes in interesges and the market value of the secur
held by the plans during 2007 could materially cferpositively or negatively, the underfunded stattithe plans and affect the level of
pension expense and required contributions in 20@Bbeyond. See Note (M), “Employee Benefit Plaitsthe Notes to Consolidated
Condensed Financial Statements for additional n&dion.
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On January 5, 2007, our Board of Directorsraped an amendment to freeze the U.S. pensiongffaative December 31, 2007 for
current participants who do not meet certain gratiiring criteria. As a result, these employeekastse accruing further benefits under the
pension plan after December 31, 2007 and will begiticipating in an enhanced 401(k) plan. Thoségpants that meet the grandfathering
criteria will be given the option to either conteto earn benefits in the U.S. pension plan orsitim into the enhanced 401(k) plan. All
retirement benefits earned as of December 31, 20l0Be fully preserved and will be paid in acconda with the plan and legal requireme
Employees hired after January 1, 2007 will not ligitde to participate in the pension plan. Theefze of the U.S. pension plan did not crei
curtailment gain or loss.

Share Repurchases and Cash Dividends

In May 2006, our Board of Directors authorizetivo-year share repurchase program intendedtigata the dilutive impact of shares
issued under our various employee stock optionstmek purchase plans. Under the May 2006 prograamagement was authorized to
repurchase shares of common stock in an amounb moiceed the number of shares issued to emplayeesthe exercise of stock options or
through the employee stock purchase plan sinceMBr2006. The May 2006 program limited aggreghsgesrepurchases to no more than
2 million shares of Ryder common stock. Share relpases were made periodically in open-market taioses, and are subject to market
conditions, legal requirements and other factorandfjement established a trading plan for the Coypader Rule 10b5-1 of the Securities
Exchange Act of 1934 as part of the May 2006 pnograhich allowed for share repurchases during Rgdgrarterly blackout periods as set
forth in the trading plan. During the first quartdr2007, we completed the May 2006 program. Ferttinee months ended March 31, 2007,
we repurchased and retired approximately 0.2 milibares under the May 2006 program at an aggregst®f $9.0 million. Under the
May 2006 program, we repurchased and retired adbtamillion shares at an aggregate cost of $.0allion.

In October 2005, our Board of Directors auident a $175 million share repurchase program oyaEr®d not to exceed two years. Share
repurchases of common stock were made periodicatypen-market transactions and were subject t&keb@onditions, legal requirements
and other factors. Management established a pregrdawritten plan for the Company under Rule 10lB-the Securities Exchange Act of
1934 as part of the October 2005 program, whiatwadt for share repurchases during Ryder’s quarkdalgkout periods as set forth in the
trading plan. During the first quarter of 2006, eanpleted the October 2005 program. For the threetins ended March 31, 2006, we
repurchased and retired approximately 1.6 milliader the October 2005 program at an aggregateo€@§5.9 million.

In February 2007, our Board of Directors demliaa quarterly cash dividend of $0.21 per shamofmon stock. This dividend reflects a
$0.03 increase from the quarterly cash dividen$ilo18 paid in 2006.

RECENT ACCOUNTING PRONOUNCEMENTS

See Note (0), “Recent Accounting PronouncesigntNotes to Consolidated Condensed Financiak8tants for a discussion of recent
accounting pronouncements.

NON-GAAP FINANCIAL MEASURES

This Quarterly Report on Form 10-Q includdsimation extracted from consolidated condenseahioial information but not required by
generally accepted accounting principles (GAAP)a@resented in the financial statements. Cerfaini®information are considered “non-
GAAP financial measures” as defined by SEC rulgec8ically, we refer to operating revenue, salead employee-related costs as a
percentage of operating revenue, FMS operatingueye=MS NBT as a % of operating revenue, SCS tipgreevenue, SCS NBT as a % of
operating revenue, DCC operating revenue, DCC N8a % of operating revenue, total cash generateel chsh flow, total obligations and
total obligations to equity. As required by SECesylwe provide a reconciliation of each non-GAARficial measure to the most comparable
GAAP measure and an explanation why managemermJaslithat presentation of the non-GAAP financiahsoee provides useful
information to investors. Non-GAAP financial meassishould be considered in addition to, but nat ssbstitute for or superior to, other
measures of financial performance prepared in decwe with GAAP.
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The following table provides a numerical recibation of total revenue to operating revenueathivas not provided within the MD&A
discussion:

Three months ended March !
2007 2006
(In thousands

Total revenue $1,594,10: 1,496,29.
Fuel services and subcontracted transportatiomre 521,41: 483,96:
Fuel elimination: (996,30) (922,780
Operating revenu $1,119,20 1,057,47.

FORWARD-LOOKING STATEMENTS

Forward-looking statements (within the mearofthe Federal Private Securities Litigation Refokct of 1995) are statements that relate
to expectations, beliefs, projections, future pland strategies, anticipated events or trends coimgematters that are not historical facts.

These statements are often preceded by or inchededrds “believe,” “expect,” “intend,” “estimate;anticipate,” “will,” “may,” “could,”

“should” or similar expressions. This Quarterly Bepmn Form 10-Q contains forward-looking staterseéntluding, but not limited to,
statements regarding:

 the anticipated completion date of the IRS’ exaation fieldwork of our U.S. income tax returns 801 through 2003, and the status of
our unrecognized tax benefits during the next teehonths related to the U.S. federal, state aregnrtax positions

 the redemption of certain debentures and the eggeaetated accounting charg
e our expectations as to anticipated revenue andrggrtrends and future economic conditic

 our ability to successfully achieve the operadiagoals that are the basis of our business stesteigcluding offering competitive pricing,
diversifying our customer base, optimizing ass#ization, leveraging the expertise of our varidusiness segments, serving our
customer’ global needs and expanding our support serv

» impact of losses from conditional obligations arigfrom guarantee:
» number of NLE vehicles in inventory, and the sifeur commercial rental fleet, over the near te
» estimates of free cash flow and capital expenditéwe 2007,

» the adequacy of our accounting estimates andvesséor pension expense, depreciation and resicilaé guarantees, self-insurance
reserves, goodwill impairment, accounting changekiacome taxes and the future impact of FIN

 our ability to fund all of our operations for theréseeable future through internally generatedsaml outside funding sourci
« the anticipated impact of fuel price fluctuatio

* our expectations as to future pension expenseamtibutions, as well as the effect of the freezthe U.S. pension plan on our benefit
funding requirements

 the anticipated income tax impact of the -kind exchange prograr
« the anticipated deferral of tax gains on dispo$aligible revenue earning equipment pursuant toveticle like-kind exchange prograr
» estimates of capital expenditures and negative tawtfor the remainder of the year; a

e our expectations regarding the effect of the adoptif recent accounting pronounceme
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These statements, as well as other forwarkiigostatements contained in this Quarterly Re@oe,based on our current plans and
expectations and are subject to risks, uncertaimatigl assumptions. We caution readers that cémaiortant factors could cause actual res
and events to differ significantly from those exgzed in any forward-looking statements. Thesefastors include, but are not limited to, the
following:

» Market Conditions

(o]

(0]

(0]

(0]

Changes in general economic conditions in the Bh8.worldwide leading to decreased demand for exvices, lower profit margir
and increased levels of bad d

Changes in our customers’ operations, fireredndition or business environment that may litméir need for, or ability to purchase,
our service:

Changes in market conditions affecting the comnagéreintal market or the sale of used vehi
Less than anticipated growth rates in the marketghich we operat

Changes in current financial, tax or regulatoryuisgments that could negatively impact the leasiagket

» Competition:

(0]

(0]

o

(0]

Competition from other service providers, some bfol have greater capital resources or lower clapists
Continued consolidation in the markets in whichaperate which may create large competitors witlatgrefinancial resource
Competition from vehicle manufacturers in our fgreFMS business operatio

Our inability to maintain current pricing levelsalto customer acceptance or competi

 Profitability:

(0]

Our inability to obtain adequate profit margins éor service:

Lower than expected customer volumes or retenduels

Loss of key customers in our SCS business seg

Our inability to adapt our product offerings to rhelkanging consumer preferences on a-effective basit
The inability of our business segments to creatratng efficiencie:
Availability of heavy-duty and mediui-duty vehicles

Sudden changes in fuel prices and fuel short

Our inability to successfully implement our asseinagement initiative

An increase in the cost of, or shortages in thélahitity of, qualified drivers
Labor strikes and work stoppac

Our inability to manage our cost structi

Our inability to limit our exposure for customeairths

» Financing Concern:

(0]

o

(o]

Higher borrowing costs and possible decreasesditadle funding sources caused by an adverse chiarme debt rating
Unanticipated interest rate and currency exchaaggefiuctuation:

Negative funding status of our pension plans cabgddwer than expected returns on invested assetainanticipated changes
interest rate

» Accounting Matters

(0]

Impact of unusual items resulting from onrgpévaluations of business strategies, asset i@hsatcquisitions, divestitures and our
organizational structur

Reductions in residual values or useful lives ekreie earning equipme

Increases in compensation levels, retiremsetand mortality resulting in higher pension exqee regulatory changes affecting
pension estimates, accruals and expe

Increases in healthcare costs resulting in highsirance cost

Changes in accounting rules, assumptions and dst



» Other risks detailed from time to time in our SE§s

The risks included here are not exhaustivav Ngk factors emerge from time to time and it @ possible for management to predict all
such risk factors or to assess the impact of sig&Hfactors on our business. As a result, no asseraan be given as to our future results or
achievements. You should not place undue reliandb® forward-looking statements contained herehich speak only as of the date of this

Quarterly Report. We do not intend, or assume datigation, to update or revise any forward-looksigtements contained in this Quarterly
Report, whether as a result of new informationyfeitevents or otherwise.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
There have been no material changes to Rydrpasures to market risk since December 31, 20@@se refer to the 2006 Annual Report
on Form 10-K for a complete discussion of Rydergasures to market risk.
ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

As of the end of the first quarter of 2007, eeeried out an evaluation, under the supervisiwhwith the participation of management,
including Ryder’s Chief Executive Officer and Chighancial Officer, of the effectiveness of theigasand operation of Ryder’s disclosure
controls and procedures (as defined in Rules 13a)yBhd 15d-15(e) under the Securities ExchangefAt®34). Based upon that evaluation,
the Chief Executive Officer and Chief Financial i0éf concluded that as of the end of the first tprasf 2007, Ryder’s disclosure controls
and procedures (as defined in Rule 13a-15(e) uhéeBecurities Exchange Act of 1934) were effective

Changes in Internal Controls

During the three months ended March 31, 26@fe were no changes in Ryder’s internal contvel dinancial reporting that has
materially affected or is reasonably likely to miathy affect such internal control over financiaporting.

PART Il. OTHER INFORMATION

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table provides information witbspect to purchases we made of our common sta@kgdihe three months ended March
2007 and total repurchases:

Total Number of

Shares Maximum

Purchased as Number of Share:

Total Number Part of Publicly That May Yet Be
of Shares Average Price Announced Purchased Undel

Purchased®:. 2 Paid per Share Program (). (2) the Program ()
January 1 through January 31, 2007 75,86¢ $ 52.9¢ 74,95¢ 93,76(
February 1 through February 28, 2007 134,32: 53.62 93,76( —
March 1 through March 31, 2007 9,481 53.01 — —

Total 219,67, $ 53.3¢ 168,71!

(1) In May 2006, our Board of Directors authorized a-year share repurchase program intended to mitigheedilutive impact of shares issued under ouioizs employee
stock option and stock purchase plans. Under thg 2306 program, management was authorized to rémase shares of common stock in an amount not eeexte
number of shares issued to employees under theusaemployee stock option and employee stock pseghlans since March 1, 2006. The May 2006 prodmanited the
aggregate share repurchases to no more than 2anibhares of Ryder common stock. Share repurchesesmade periodically in open-market transactiarg] are
subject to market conditions, legal requirementd ather factors. Management established a tradilag for the Company under Rule 10b%f the Securities Exchange
of 1934 as part of the May 2006 program, whicha#d for share repurchases during Ryder’s quartbtickout periods as set forth in the trading pl&uring the first
quarter of 2007, we completed the May 2006 progi

(2) During the three months ended March 31, 2007, wehased an aggregate of 168,715 shares of our canstark as part of our share repurchase program am
aggregate of 50,956 shares of our common stockipl@yee-related transactions outside of the shapirchase program. Employee-related transactiong imelude:

(i) shares of common stock delivered as paymerthoexercise price of options exercised or tos§athe option holders’ tax withholding liabilitgsociated with our share-
based compensation programs and (ii) open-markettases by the trustee of Ryder’s deferred compiensplan relating to investments by employeesiinammmon
stock, one of the investment options available utigeplan.
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ITEM 6. EXHIBITS
31.1 Certification of Gregory T. Swienton pursuant toé&li3:-15(e) or Rule 15-15(e).
31.Z Certification of Mark T. Jamieson pursuant to RlBz-15(e) or Rule 15-15(e).
32 Certification of Gregory T. Swienton and Mark Tmlason pursuant to Rule 1-14(b) or Rule 15-14(b) and 18 U.S.C. Section 13!
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly @dulisis report to be signed on its behalf by
the undersigned thereunto duly authorized.

RYDER SYSTEM, INC.
(Registrant)

Date: April 25, 2007 By: /s/ Mark T. Jamieson
Mark T. Jamiesor
Executive Vice President and Chief Financial Office
(Principal Financial Officer and Duly Authorized fiagr)

Date: April 25, 2007 By: /s/ Art A. Garcia
Art A. Garcia
Senior Vice President and Controller
(Principal Accounting Officer)
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EXHIBIT 31.1
CERTIFICATION

I, Gregory T. Swienton, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Ryder System, Inc

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

Based on my knowledge, the financial statésj@nd other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officerdanare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

d) disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officerdahhave disclosed, based on our most recent e@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b) any fraud, whether or not material, thabiwes management or other employees who have Hiségn role in the registrant’s
internal control over financial reportin

Date: April 25, 2007 /s/ Gregory T. Swienton

Gregory T. Swientor
Chairman and Chief Executive Offict






EXHIBIT 31.2
CERTIFICATION

I, Mark T. Jamieson, certify that:

1.
2.

| have reviewed this quarterly report on Forn-Q of Ryder System, Inc

Based on my knowledge, this report doesantain any untrue statement of a material factnoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to the
period covered by this repo

Based on my knowledge, the financial statésj@nd other financial information included iistheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officerdanare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

b) designed such internal control over finahaporting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

d) disclosed in this report any change in #gistrant’s internal control over financial repogithat occurred during the registrant
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

The registrant’s other certifying officerdahhave disclosed, based on our most recent e@uaf internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the
equivalent functions)

a) all significant deficiencies and materialakeesses in the design or operation of internairobaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b) any fraud, whether or not material, thabiwes management or other employees who have Hiségn role in the registrant’s
internal control over financial reportin

Date: April 25, 2007 /s/ Mark T. Jamieson

Mark T. Jamiesor
Executive Vice President and Chief Financial Ofi






EXHIBIT 32
CERTIFICATION

In connection with the Quarterly Report of Ry&ystem, Inc. (the “Company”) on Form 10-Q fa¥ geriod ended March 31, 2007, as
filed with the Securities and Exchange Commissiothe date hereof (the “Report”), Gregory T. SwientChief Executive Officer of the
Company, and Mark T. Jamieson, Chief Financial¢@ffiof the Company, certify, pursuant to 18 U.S€ction 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeok 1934; anc

2. The information contained in the Report fairly mets, in all material respects, the financial ctadiand results of operations of the
Company.

/sl Gregory T. Swiento

Gregory T. Swientol

Chairman and Chief Executive Offic
April 25, 2007

/s/ Mark T. Jamieso

Mark T. Jamiesol

Executive Vice President and Chief Financial Offi
April 25, 2007




