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After two years as FDX Corporation, we have adopted a new name

that, we believe, more accurately reflects our corporate identity:

FedEx Corporation, the parent company for the FedEx family of

services worldwide.

Changes have occurred quickly, including new names for our

major operating companies, new logos and new colors. And we are

already beginning to see the benefits of a more focused, more effi-

cient FedEx family of companies.

But what has not changed is our fundamental business philoso-

phy – to operate independently yet compete collectively. And what

will never change is our mission – to produce superior financial

returns for our shareowners as we serve our customers with the

highest quality transportation, logistics and e-commerce solutions.

Time-definite, global

express transportation

Small-package ground

delivery (formerly RPS)

Expedited, door-to-door, super-critical

delivery (formerly Roberts Express)

Integrated logistics and supply chain 

solutions (formerly FDX Logistics)

Customs brokerage and

trade facilitation solutions
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Percent

In  thousands, except  earn ings per share 2000 1999 Change

OPERATIN G RESULTS

Revenues $18,256,945 $16,773,470 + 9

Operat ing incom e 1,221,074 1,163,086 + 5

Operat ing m argin 6.7% 6.9%

N et  incom e 688,336 631,333 + 9

Earn ings per share, assum ing dilu t ion $ 2.32 $ 2.10 +10

Cash  earn ings per share, assum ing dilu t ion (1) $ 6.22 $ 5.54 +12

Average com m on and com m on equivalen t  shares 296,326 300,643 – 1

EBITDA(2) $ 2,398,663 $ 2,194,373 + 9

Capital expenditures, including equivalen t  capital(3) $ 1,991,600 $ 2,330,613 –15

FIN AN CIAL POSITION

Total asset s $11,527,111 $10,648,211 + 8

Long-term  debt 1,782,790 1,374,606 +30

Com m on stockholders’ investm ent 4,785,243 4,663,692 + 3

(1) N et  incom e plus depreciat ion  and am ort izat ion  divided by average com m on and com m on equivalen t  shares.

(2) Earn ings before in terest , taxes, depreciat ion  and am ort izat ion .

(3) Represents actual cash expenditures plus the equivalent am ount of cash that would have been expended for the acquisition of assets 

(principally aircraft), whose use was obtained through long-term  operating leases entered into during the period.

SELECTED FINANCIAL DATA
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DEAR FELLOW SHAREOW NERS,

Just  as we did in  FY99 – when we overcam e

sign ifican t  ch allen ges t o post  record rev-

enues, record earn ings per share and record

service levels – FedEx Corporat ion  has closed

FY00 with  the st rong financial resu lt s that

our shareowners have com e to expect .

For the 12 m onths ended May 31, 2000:

> Revenue rose 9%  to $18.3 b illion

> N et  incom e increased  9%  to 

$688 m illion

> Earnings per share rose to $2.32 versus 

$2.10 per d ilu ted  share a year ago, for 

a 10%  gain .

Cont inued econom ic st rength  – part icu larly

in  t he h igh -tech  and h igh -value-added sec-

tors – led to im proved grow t h  rates in  t h e

largest  segm en t  of ou r  bu sin ess , express

t ran spor t at ion . O u r in t ern at ion al express

business cont inued to grow at  the fastest  pace,

with  revenues rising 18% , led by increases in

A s i a -P a c i fi c  a n d  Eu ro p e .  C o m b i n e  o u r

im proved growth  rates with  our dem onst rated

fiscal responsibilit y – for exam ple, holding

capital spending to less than  $2 billion  – and

it ’s evident  that , for FY00, FedEx Corporat ion

turned challenge in to opportun ity.

FEDEX STRATEGIC PLAN

“Challenge”  was also the operat ive word for

an  increasingly com pet it ive environm ent . To

t u rn  t h at  ch al len ge in t o ou r  com pet i t ive

advan t age, FedEx C orporat ion  con du ct ed

extensive research  to develop a new st rategic

plan , w h ich  we u n vei led  in  Jan u ary  an d

called “Project  ARISE.”

T h is n ew  st rat egic plan  is based on  t h ree

sound principles:

> To leverage a significant  point  of com pet i-

t ive d if feren t iat ion , we st ren gt h en ed ou r

su perior bu sin ess ph ilosoph y – to operat e

in depen den t ly  yet  com pet e  co l lect ive ly.

Independent ly, each  com pany is free to focus

on  the dist inct  needs of it s m arket  segm ent ,

without  com prom ising networks or service.

Collect ively, the en t ire FedEx fam ily works

toget h er to cross-sell services an d ch oreo-

graph  custom er solu t ions.

> To ex t en d  t h e st ren gt h  of  t h e pow erfu l

FedEx brand nam e, we rebranded our m ajor

operat ing com panies to include FedEx Express,

FedEx Ground, FedEx Custom  Crit ical, FedEx

Logist ics and FedEx Trade N etworks.

> To provide a single point  of access for our

custom ers, we reorganized and created the new

FedEx C orporate Services com pan y, w h ich

integrates custom er-related act ivit ies such as

sales, m arketing and inform ation technology.

Through FedEx Services, our custom ers now

have one “touch point” to connect with the full

range of FedEx services – one sales rep, one toll-

free custom er service line, one Web site, one

custom er autom ation platform  and, soon, one

account num ber and one invoice.

It ’s really very sim ple. Our st rategic plan  is

good for cu stom ers, good for sh areow n ers 

and good for FedEx. Custom ers benefit  from

con ven ien t , on e-stop sh oppin g for t h e fu ll

range of FedEx t ransportat ion , logist ics and 

e-com m erce solu t ions. Shareowners benefit

from  t an gible, st rat egic oppor t u n it ies for

con t in u ed profi t able grow t h . An d, in  t h e

M ESSAGE FROM  THE CEO
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process, m ore t han  200,000 em ployees and

con t ract ors of FedEx C orporat ion  ben efi t

from  increased opportun it ies at  a com pany

w idely regarded as on e of Am erica’s great

places to work .

STRATEGIC GROW TH OPPORTUNITIES

Although our st rategic in it iat ives will require

addit ional spending over the next  three years,

we plan  to m it igate those costs as we consoli-

date support  funct ions, rat ionalize services,

and reduce adm inist rat ive costs. More im por-

tan t ly, we expect  ou r new st rategic plan  to

gen erate su bstan t ial in crem en tal reven u es

and profit s beginning in  FY01 as we focus on

the following growth opportunit ies:

> Generate increm ental volum e in  our 

core t ransportat ion businesses by  

cross-selling all FedEx serv ices.

An  est im at ed 1.7 m ill ion  bu sin esses sh ip

both  express and ground packages, account -

ing for nearly 14 m illion  sh ipm ents every day.

These “m ult i-m ode”  sh ippers need one con-

venien t , bundled solu t ion , which  is why our

in t egrat ed sales force h as been  t rain ed t o

cross-sel l  bot h  FedEx Express  an d FedEx

Ground services.

Sin ce we con solidat ed ou r sales t eam s on

April 1, we’ve already begun  to see resu lt s.

Many com panies that  have looked to FedEx

on ly for reliable express t ran sportat ion  are

now expanding to use our other services as

well. In  fact , ou r bundling st rategy brough t

im m ediate – and h igh -profile – business as

Am azon.com  tapped FedEx Express and our

new FedEx Hom e Delivery service to participate

in  the largest  e-com m erce dist ribut ion event

to date: the delivery of 250,000 Harry Pot ter

books, with guaranteed Saturday delivery.

For our custom ers, our diversified port folio

st rategy is t h e righ t  approach , offerin g t h e

righ t  FedEx service at  the righ t  t im e and the

righ t  price.

> A t tract  new  business from  sm all and

m edium -sized  custom ers.

Our sales integrat ion plan also calls for m ore

dedicated at ten t ion  to sm all an d m ediu m -

sized custom ers. We plan  to add m ore than

250 accou n t  execu t ives – m ost  dedicat ed 

t o  ou r  sm al ler  cu st om ers  – an d in crease

prospect ing for new accounts by up to 35% .

Wh y t h e  spec ia l  a t t en t ion  t o  sm a l l  an d  

m e d i u m -s i z e d  c u s t o m e rs ? Fi r s t ,  t h e s e

sm aller accounts generate nearly half of total

FedEx revenue. Second, in  today’s “start -up”

bu sin ess  en viron m en t , sm al ler  accou n t s

have un ique needs for t ransportat ion , logis-

t ics, and inform at ion  services. Whether it ’s a

new In ternet -based com pany or a t radit ional

brick -an d-m ortar firm , sm aller com pan ies

are sourcing and selling worldwide, and they

n eed a reliable bu sin ess ally to h elp t h em

navigate th is global economy.

> Create new  revenue st ream s.

Since we announced our new strategic plan last

January, we have already taken  two decisive 

steps to create ent irely new revenue st ream s

that  com plem ent  our core businesses.
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In  February, we created the new FedEx Trade

N e t w o r k s  s u b s i d i a r y  t o  o ffe r  c u s t o m s

brokerage and t rade facilitat ion  solu t ions for

ou r global cu stom ers. T h is n ew  operat in g

com pan y in clu des cu st om s broker  Tower

Group Internat ional and World Tariff, Lim ited,

the prem ier source of custom s duty and tax

inform at ion  around the globe.

In  March , we launched the innovat ive new

FedEx Hom e Delivery service to m ajor m etro-

politan  areas – and just  three m onths later, as

we issued FY00 earnings, we took advantage

of our financial st rength  to accelerate plans

for expansion . With  opt ions for delivery by

appoin tm en t , at  n igh t , or on  Satu rdays, we

believe that FedEx Hom e Delivery truly fits the

way we live, work and shop today. It ’s a perfect

solut ion for online m erchants, m any of whom

have learned the hard way that  t im ely, accu-

rate fulfillm ent  of orders is a virtual necessity.

> Expand the h igh-m argin  

in ternat ional business.

T h e fastest  grow t h  du rin g FY00 con t in u ed 

to be the FedEx Express in ternat ional busi-

ness, with  revenue increasing 18%  year over

year and gain ing over 20%  in  the fourth  quar-

ter alone.

Bu t  t h e global econ om y is also t h e risin g

t ide for all FedEx com pan ies – including the

expedited service of FedEx Custom  Crit ical

t h roughou t  N orth  Am erica and Europe and

the worldwide operat ions of FedEx Logist ics.

Our newest  operat ing com pany, FedEx Trade

N etworks, is t ru ly a global player, providing

electronic custom s clearance to speed an inter-

national sh ipm en t  on  to it s final dest inat ion .

Although ground t ransportat ion  m ay be con-

st rain ed by geograph ic bou n daries, FedEx

Ground is un iquely posit ioned to take advan-

tage of the surge in  U.S. im port s and export s

as  a  m em ber of t h e global  FedEx fam ily. 

In  addit ion , it s t rucks can  be an  im portan t

source of cross-border t ransportat ion  through-

out  the N AFTA region .

We believe t hat  in ternat ional growth  m ust

rem ain  a  h igh  pr ior i t y  as  m an u fact u r in g

becom es even  m ore focused on  h igh-tech  and

high-value-added item s that  are sold globally.

> Capitalize on  e-com m erce.

As the global economy cont inues at  it s robust

pace, the evolut ion of e-com m erce is having a

profound effect . While total e-com m erce is

projected to generate abou t  $450 billion  in

sales th is year, it ’s the business-to-business

segm en t  t hat  w ill accoun t  for over 90%  of

those t ransact ions.

N o m at ter what  the u lt im ate dest inat ion  –

business or consum er – e-com m erce start -ups

and t radit ional firm s alike need one seam less,

in tegrated system  for In ternet -based ordering

an d procu rem en t , l in ked t o  t h e  ph ysica l

t ran sportat ion  an d logist ics solu t ion s t h at

ensure t im ely order fu lfillm ent . And FedEx is

posit ion ed righ t  at  t h e h eart  of t h is t ren d.

With  our unm atched global physical network

and our state-of-the-art  inform at ion network,

FedEx helps our custom ers bridge the e-world

with  the real world.
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> Provide m eaningfu l supply  

chain  solu t ions.

In  addit ion  to these e-com m erce solu t ions,

Fe d Ex  e n a b l e s  c o m p a n i e s  o f a l l  s i z e s  –

whether they do business on line or th rough

t radit ional m eans – to st ream line their sup-

ply chains.

T h e best  way to explain  t h e su pply-ch ain

concept  is by exam ple. One sem iconductor

com pan y was sou rcin g com pon en t s  from

17 differen t  cou n t ries. It  took  abou t  t h ree

weeks to get  the com ponents from  suppliers

in  t h ose cou n t ries t h rou gh  t h e com pan y’s

N orth  Am erican  warehouses and on  to the

end custom ers. But  th ree weeks is a lifet im e

in  an  indust ry with  h igh  obsolescence rates.

With  a FedEx solu t ion , the com pany cu t  it s

order-to-delivery t im e from  th ree weeks to

under five days, while increasing it s ability to

t rack  goods in  t ran sit . Plu s, $8 m illion  of

inventory was converted in to usable product .

That ’s the t rue power – and the bot tom -line

im pact  – of innovat ive t ransportat ion , logis-

t ics an d in form at ion  solu t ion s. In  t oday’s

business environm ent , it ’s sim ply the sm art

way to work . And that ’s why we view these

in tegrated supply chain  solu t ions as a m ajor

growth  opportun ity for all FedEx com panies.

FEDEX STRENGTH

As we close FY00, I am  pleased to report  that

the state of FedEx Corporat ion  is very st rong

indeed – with  st rong financial resu lt s, st rong

grow t h  p rospect s  an d  a  s t ron g bu s in es s

ph ilosophy to gu ide our operat ions.

As  we  m ove  for ward  w i t h  ou r  corpora t e  

reposit ion ing, we m ust  recognize that  change

is noth ing new for FedEx. We’ve been  chang-

ing since day one and, in  the process, helping

to change the way the world works. To stay

ahead of today’s h igh-tech , h igh-speed global

economy, FedEx is changing in  a very posit ive

way – becom in g m ore collaborat ive, m ore

i n n ova t i ve  a n d  m o re  e ffi c i e n t ,  w i t h  a n

absolu te focus on  cont inued growth  in  earn-

ings and cash  flow.

Over a quarter-cen tury ago, Federal Express

invented the m odern air/ground express indus-

try and changed the business world dram ati-

cally. N ow, we’re ready to reinvent  ourselves –

and our industry – for the 21st  century.

On a final note, I would like to express my

person al grat it u de for t h ree of ou r dist in -

gu ish ed Board m em bers: C h arles M an at t ,

who resigned in  Decem ber 1999 to becom e

U.S. am bassador to the Dom inican Republic;

Robert  Allen , who reaches our Board ret ire-

m en t  age in  Septem ber 2000; an d Jack son

Sm art , w h o passed away in  Ju n e. We w ill

m iss t heir keen  in telligence, qu ick  in sigh t

an d bu sin ess acu m en , w h ich  h ave h elped

shape FedEx Corporat ion .

Frederick  W. Sm ith

Chairm an, President

and  Chief Execut ive O fficer
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M ESSAGE FROM  THE CFO

CONTINUED GROWTH, IM PROVED CASH FLOWS

FedEx C orporat ion  post ed solid fin an cial  

perform ance in  FY00 as we cont inued to suc-

cessfu lly im plem en t  ou r port folio m anage-

m en t  st rategy of operat ing ou r subsidiaries

independent ly while com pet ing collect ively.

N evertheless, it  was a year of challenge and

change as we experienced som e of the h ighest

fuel prices of the past  decade and bore the in i-

t ial cost s of ou r n ew  st rategic plan . Wh ile

undertak ing these reposit ion ing act ions, we

rem ained focused on  our near-term  com m it -

m en t  to ou r shareowners and ach ieved t he

following resu lt s in  FY00:

> Solid  EPS grow th  of 10%

Strong cost  reduct ions, product ivity gains and

service level im provem ents, com bined with

fuel surcharges and fuel hedging, part ially off-

set  the $273 m illion increase in  fuel costs due

to higher prices and the init ial costs of our new

go-to-m arket  strategies. EPS growth also bene-

fi t ed as we ret u rn ed cash  t o sh areow n ers

through the repurchase of 15 m illion shares of

FedEx com m on stock.

> Accelerated  revenue grow th  of 9%

With  cont inued st rong growth  in  our in terna-

t ional express business and m odest  growth  in

ou r dom est ic express and ground business,

FedEx Corporat ion  ach ieved record revenues

of $18.3 billion . O u r in tern at ion al express

business cont inued to benefit  from  our deci-

sion  several years ago to aggressively develop

the unparalleled rou te au thorit ies that  m ake

up our in ternat ional network  – rou te au thori-

t ies that  are now the envy of our com pet itors.

> Becom ing less capital in tensive

With the FedEx Express core global network

in  place, we were able to reduce capital expen-

ditures com pared to last  year as a percentage

of revenues and on an  absolute basis. Also, we

cont inued to reallocate funds to other growth

opportunit ies like FedEx Ground, which sig-

n ifican t ly expanded the capacity of it s pri-

m ary bu sin ess-to-bu sin ess grou n d service,

and began the FedEx Hom e Delivery rollout .

> Im proved  cash  flow

With  EBITDA increasing 9%  to $2.4 billion ,

we cont inued to m ake sign ifican t  progress in

FY00 to becom ing cash  flow posit ive, which

we will ach ieve no later than  FY03.

Looking ahead, FY01 prom ises to be a pivotal

year for our com pany as our new go-to-m arket

st rategies begin  to gain  t ract ion . While the

costs of these in it iat ives will cause som e drag

on our earn ings growth , especially in  the first

half of the year, our growth  and profitability

should im prove substan t ially as these effort s

com e to fru it ion  and add to our base of busi-

ness in  the lat ter part  of the year. For the fu ll

year, we expect  our resu lt s will show a con-

t in u at ion  of solid grow t h  w it h  im provin g

earn ings, returns and cash  flows.

Alan  B. Graf, Jr.

Execut ive Vice President

and  Chief Financial O fficer
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RESULTS OF OPERATIONS

Consolidated Results

FedEx Corporation (also referred to herein as “FedEx”

or the “Com pany”) resu lt s for 2000 reflect  st rong

in ternat ional package volum e growth , part icu larly

in Asia an d Eu rope, an d im proved reven u e per

package (yield), which  lessened the effect  of h igher

fuel prices. U.S. dom est ic package volum e growth

during 2000 was below that  experienced over the

past  two years. However, the Com pany’s execut ion

of cost  con tain m en t  an d produ ct ivit y en h an ce-

m en t  program s h elped m it igate t h e im pact  of a

decrease in  U.S. dom est ic volum e growth  in  2000.

Increased prices caused fuel expense to increase by

$273 m illion  in  2000. In  response to h igher fuel

cost s, several  of ou r su bsidiaries im plem en t ed 

fu el su rch arges du rin g 2000. At  Federal Express

C orporat ion  (“ FedEx Express” ), t h e C om pan y’s

largest  business segm ent , a 3%  fuel surcharge on

m ost  U.S. dom est ic and internat ional services was

im plem ented effect ive February 1, 2000. Effect ive

April 1, 2000, this surcharge was increased to 4% .

The su rcharge applies to all sh ipm en t s tendered

within the United States and all U.S. export  ship-

m ents, where legally and contractually possible. We

have also en tered in to jet  fuel hedging con t ract s

designed to lim it  our exposure to fluctuat ions in

fu el prices. In  2000, we received approxim ately 

$18 m illion under these contracts, principally in  the

fourth quarter. FedEx Ground Package System , Inc.

(“FedEx Ground”) also im plem ented a 1.25%  fuel

surcharge on all of its services, effect ive August  7,

2000, in  response to cont inued high fuel costs.

D u rin g 2000, we began  a m ajor rebran din g an d

reorganizat ion in it iat ive that  m anagem ent  believes

will enable our operat ing subsidiaries to com pete

collect ively while retain ing the independent  oper-

at ing st ructu re of their business un it s. The new

branding st rategy extended the FedEx brand nam e

to th ree subsidiaries and the Com pany, form erly

FDX Corporat ion . The reorganizat ion  is designed

to enhance revenue growth  and im prove financial

ret u r n s  by  cen t ra l iz in g t h e  sa les , m ark et in g, 

cu st om er service an d m ost  of t h e in form at ion

technology funct ions of ou r two largest  subsidi-

aries. Most  of these funct ions were m oved in to a

n ew  corporat e services com pan y cal led FedEx

Corporate Services, Inc. (“FedEx Services”) effec-

t ive Ju n e 1, 2000. We also lau n ch ed ou r FedEx

Hom e Delivery service in  March 2000. This service

was in it ially offered to approxim ately 50%  of the

U.S. popu lat ion . The rebranding and reorgan iza-

t ion  act ions and FedEx Hom e Delivery negat ively

affected 2000 operat ing incom e by approxim ately

$40 m illion .

As expect ed, operat in g profi t  from  t h e sale  of

engine noise reduct ion  k it s (“hushkits”) declined

by $50 m illion  in  2000, following a $30 m illion

decline in 1999.

Operat ing results for 1999 included $81 m illion in

operat in g expen ses associat ed w it h  st rike con -

t in gen cy plan n in g du rin g con t ract  n egot iat ion s

bet ween  FedEx  Express  an d  t h e  Fedex  P i lot s

Associat ion (“FPA”). To avoid service interrupt ions

related to a threatened st rike, FedEx began  st rike

con t in gen cy plan n in g, in clu din g en t erin g in t o

agreem ents for addit ional third-party air and ground

t ransportat ion  and establish ing special financing

arran gem en t s. N egot iat ion s w it h  t h e FPA u lt i-

m ately resulted in  a five-year collect ive bargaining

agreem ent  that  took effect  on  May 31, 1999.

Operat ing resu lt s in 1998 included $88 m illion  of

expen ses relat ed t o t h e acqu isi t ion  of C aliber

Syst em , In c. (“ C aliber” ) an d t h e form at ion  of

FedEx. These expenses were prim arily investm ent

b a n k i n g fe e s  a n d  p ay m e n t s  t o  m e m b e rs  o f

C aliber’s m an agem en t  in  accordan ce w it h  pre-

exist ing m anagem ent retention agreem ents. Exclud-

ing t hese expenses, consolidated net  incom e for

1998 was $583 m illion .

Another significant  item  im pact ing 1998’s results of

operat ions was the Team sters st rike against  United

Parcel Service (“UPS”) in  August 1997. FedEx ana-

lyt ically calculated that  the volum e not  retained at

t h e en d of t h e first  qu arter of 1998 con t ribu ted

approx im a t e ly  $170  m i l l ion  in  reven u es  an d

approxim ately $.12 addit ional earn ings per share.

O ther Incom e and  Expense and  Incom e Taxes

N et  in terest  expense increased 8%  for 2000, due to

h igher average debt  levels, prim arily incu rred as 

a  resu l t  of FedEx’s  st ock  repu rch ase program ,

M ANAGEM ENT’S DISCUSSION AND ANALYSIS
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acquisit ions and bond redem pt ions. For 1999, net

in terest  expense decreased 21%  prim arily due to

lower debt  levels.

Other, net  in 2000 included gains of approxim ately

$12 m il l ion  from  an  in su ran ce set t lem en t  for  

a  dest royed  M D11 ai rc ra ft  an d  approxim at e ly

$11 m illion  from  the sale of securit ies held. In 1999

this category included approxim ately $10 m illion

of expenses related to the Com pany’s st rike cont in-

gency plans described above, prim arily costs associ-

ated with  a business in terrupt ion credit  facility.

FedEx’s  effect ive  t ax ra t e  was 39.5%  in  2000,

40.5%  in 1999 and 44.6%  in 1998. Excluding non-

recu rrin g item s from  t h e C aliber acqu isit ion  in

1998, the effect ive rate would have been  41.5%  in

1998. T h e 39.5%  effect ive t ax rate in  2000 was

lower than  the 1999 effect ive rate prim arily due to

st ron ger resu lt s from  in t ern at ion al operat ion s.

Generally, the effect ive tax rate exceeds the statu-

tory U.S. federal tax rate because of state incom e

taxes and other factors as iden t ified in  N ote 10 of

N otes to Consolidated Financial Statem ents. For

2001, we expect  t h e effect ive t ax rat e w ill  n ot

exceed, and could possibly be lower than , the 2000

rate. The actual rate, however, w ill depend on  a

n u m ber  of fact ors , in clu din g t h e  am ou n t  an d

source of operat ing incom e.

O ut look

In  2001, we expect  FedEx will realize increased vol-

um es and yields as a resu lt  of the rebranding and

reorganizat ion  in it iat ive begun in  2000. Train ing of

t h e com bin ed sales force was com pleted in  t h e

fou rt h  qu arter of 2000 an d sales an d m arket in g

effort s to cross-sell express an d grou n d services

have begun. While there will be cont inued fron t -

end cost s associated with  increasing the sales force

and em phasizing m arket ing effort s on  sm all and

m edium -sized custom ers, we expect  the Com pany

m ay begin  to realize benefit s from  th is in it iat ive

start ing as early as the second quarter of 2001. Full

in t egra t ion  of t h e  cu st om er  service  fu n ct ion ,

expected to be com pleted in  t h e secon d h alf of

2001, w i l l  provide  cu st om ers  w i t h  on e FedEx

account  num ber and a single poin t  of contact  for

all express and ground services. However, there are

cert ain  risk s an d u n cert ain t ies associated w it h

t h is in it iat ive t h at  cou ld affect  it s su ccess an d

FedEx’s fu ture financial perform ance. Those risks

and uncertain t ies include, bu t  are not  lim ited to,

the com plexit ies and cost s associated with  in te-

grat ing the sales and m arket ing funct ions, includ-

ing the technologies support ing those funct ions;

m arket  acceptance of t he new branding st rategy

a n d  t h e  c o m b i n e d  s a l e s  fo rc e ; c o m p e t i t i ve

responses to our act ions, including those affect ing

pricin g, an d gen eral U .S. an d in tern at ion al eco-

nom ic condit ions.

We w ill con t in u e to in vest  in  t h e expan sion  of

FedEx Hom e Delivery and have announced plans

to accelerate the rollou t  of th is service to ach ieve

service coverage of approxim ately 80%  of the U.S.

popu lat ion  by Septem ber 2001. We believe t h is

service w ill  allow  t h e C om pan y t o capt u re an

increased share of the business-to-consum er sh ip-

ping m arket , part icu larly in  retail sales generated

through the In ternet . FedEx Hom e Delivery oper-

at ing losses are expected to approxim ate $50 m il-

lion  in  2001. Actual resu lt s for 2001 will depend

u pon  a  n u m ber  o f fac t o rs  su ch  a s  con su m er

dem and for and sat isfact ion  with  the FedEx Hom e

D elivery produ ct , com pet it ive respon ses to t h e

product , the exten t  of our ability to penetrate the

business-to-consum er elect ron ic com m erce m ar-

ket , and the ability to at t ract  and retain  qualified

cont ractors for the delivery network .

For 2001, fuel costs are expected to rem ain  at  levels

approaching those experienced in  the second half of

2000. FedEx current ly has jet  fuel hedges in  place to

fix t h e price of approxim ately on e-t h ird of t h e

ant icipated jet  fuel usage for 2001 and ant icipates

retain ing it s fuel surcharge unt il such t im e as fuel

cost s h ave declin ed for a su stain ed period. T h e

actual effect  of the cost  of fuel and our ability to

m it igate price fluctuat ions through fuel surcharges

and the use of jet  fuel hedging contracts is subject

to a num ber of uncertain t ies, including variability

in  the spot  price of jet  fuel, act ions taken by foreign

producers of crude oil, the act ions of com pet itors

an d ot h ers w it h in  t h e t ran spor t at ion  in du st ry

regardin g fu el su rch arges, an d gen eral U .S. an d

internat ional econom ic condit ions.
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Revenues

In  2000, total package revenue for FedEx Express

in creased 8% , pr in cipal ly  du e t o  in creases  in  

internat ional package volum e and yield. List  price

in creases, in clu din g an  average 2.8%  dom est ic 

rate increase in  March  1999, the fuel su rcharges

im plem ented in  the second half of the year, an ongo-

ing yield m anagem ent  program  and a slight  increase

in  average weigh t  per package, all con t ribu ted to 

the increases in  yields in  2000. While growth  in  

U .S. dom est ic pack age volu m e was lower t h an

ant icipated, the higher-yielding IP services experi-

enced strong growth, particularly in Asia and Europe.

Tot al freigh t  reven u e in creased in  2000 du e t o

h igher average daily pounds and im proved yields in

U .S. freigh t , offset  by declin es in  in tern at ion al

freigh t  pounds.

In  1999, FedEx Express experienced increased vol-

u m e an d  s l igh t ly  im proved  y ie lds  in  i t s  U .S.

overn igh t , U .S. deferred and IP services. Growth  

in  h igh er-priced U .S. overn igh t  an d IP services 

FedEx Express

The following table com pares revenues and operat ing incom e (in  m illions) and selected stat ist ics (in  thou-

sands, except  dollar am ounts) for the years ended May 31:

Percent  Change

2000 1999 1998 2000/1999 1999/1998

Revenues:

Package:

U.S. overn ight $ 7,538 $ 7,185 $ 6,810 + 5 + 6

U.S. deferred 2,428 2,271 2,179 + 7 + 4

Internat ional Priority (IP) 3,552 3,019 2,731 +18 +11

Total package revenue 13,518 12,475 11,720 + 8 + 6

Freight :

U.S. 566 440 337 +29 + 30

In ternat ional 492 531 598 – 7 –11

Total freigh t  revenue 1,058 971 935 + 9 + 4

Other 492 533 600 – 8 –11

Total revenues $15,068 $13,979 $13,255 + 8 + 5

Operat ing incom e $ 900 $ 871 $ 837 + 3 + 4

Package:

Average daily packages:

U.S. overn ight 2,020 1,957 1,886 + 3 + 4

U.S. deferred 916 894 872 + 3 + 3

IP 319 282 259 +13 + 9

Total packages 3,255 3,133 3,017 + 4 + 4

Revenue per package (yield):

U.S. overn ight $ 14.52 $ 14.34 $ 14.22 + 1 + 1

U.S. deferred 10.31 9.93 9.84 + 4 + 1

IP 43.36 41.87 41.45 + 4 + 1

Com posite 16.16 15.56 15.30 + 4 + 2

Freight :

Average daily pounds:

U.S. 4,693 4,332 3,356 + 8 +29

Internat ional 2,420 2,633 2,770 – 8 – 5

Total freigh t 7,113 6,965 6,126 + 2 +14

Revenue per pound (yield):

U.S. $ .47 $ .40 $ .40 +18 –

In ternat ional .79 .79 .85 – – 7

Com posite .58 .54 .60 + 7 –10
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and h igher average weigh t  per package were t he

pr im ary  fact ors  in  reven u e grow t h . List  pr ice

in creases an d ot h er yield-m an agem en t  act ion s

cont ribu ted to the yield im provem ent  in  1999.

The U.S. deferred package growth  rate declined in

1999 in  large part  du e to specific m an agem en t

act ions to rest rict  growth  of these lower-yielding

services. IP pack age volu m e an d in t ern at ion al

freigh t  pounds and yield were negat ively affected

by weakness in  Asian  m arkets, especially in  U.S.

outbound t raffic dest ined for that  region .

O ther revenue included Canadian  dom est ic rev-

enue, charter services, logist ics services, sales of

hushk it s and other. Revenue from  hushk it  sales

has cont inued to decline over the past  th ree years

and is expected to be negligible hereafter.

O perat ing Incom e

Operat ing incom e increased 3%  in  2000 despite

h igher fuel cost s and cost s associated with  the cor-

porate realignm ent  and reorganizat ion  of the sales,

m arket ing and inform at ion  technology funct ions.

A 48%  increase in  average fuel price per gallon  had

a negat ive im pact  of approxim ately $260 m illion

on 2000 fuel costs, including the resu lt s of jet  fuel

hedging cont racts en tered in to to m it igate som e of

the increased jet  fuel cost s. Fuel surcharges im ple-

m en ted du rin g 2000 offset  t h e in crease in  fu el

cost s in  the fourth  quarter. As an t icipated, m ain te-

n an ce an d repairs in creased in  2000 du e to t h e

t im in g of sch edu led m ain ten an ce an d a greater

n u m ber of rou t in e cycle ch eck s resu lt in g from

fl e e t  u s a ge  a n d  c e r t a i n  Fe d e ra l  Av i a t i o n

Adm inist rat ion  direct ives.

Operat ing incom e increased in  1999 com pared to

1998 in  spite of $81 m illion  in  st rike cont ingency

cost s in  1999 and con t inued weakness in  Asian

m arkets. Lower fuel prices and cost  controls, includ-

ing adjustm ents in  network  expansion  and aircraft

d e p l oy m e n t  p l a n s ,  c o n t r i b u t e d  t o  i m p rove d

resu lt s. A decline in  average jet  fuel price per gal-

lon  of 23%  was part ially offset  by an  increase in

gallons consum ed of 6% . Although in ternat ional

freigh t  pounds and revenue per pound cont inued to

decline in  1999, h igher yielding IP volum e cont in-

ued to grow, u t ilizing capacity otherwise occupied

by freigh t .

In  1998, operat in g in com e im proved as package

yield in creased at  a h igh er rat e t h an  cost s. An

increase in  average daily packages also cont ribu ted

to the im provem ent  in  operat ing incom e. In  1998,

fu el  expen se in clu ded am ou n t s paid by FedEx

Express under jet  fuel hedging cont ract s that  were

designed to m it igate som e of the increased jet  fuel

cost s. Lower in t ern at ion al freigh t  yield, r isin g

expenses associated with  in ternat ional expansion

an d fore ign  cu r ren cy flu ct u at ion s  a lon g w i t h

expenses of $14 m illion  related to the acquisit ion

of Caliber negat ively affected 1998 resu lt s. Oper-

at in g in com e for 1998 in creased approxim ately

$50 m illion  related to t h e U PS st rike. Proceeds

from  a  2%  t em porar y  fu e l  su rch arge  on  U .S.

dom est ic sh ipm ents through August  1, 1997 also

had a favorable im pact .

Year-over-year com parisons were also affected by

flu ct u at ion s in  t h e con t r ibu t ion  from  sales of

hushkits. Operat ing profit  from  these sales declined

$50 m illion in  2000 and $30 m illion in  1999.

O ut look

We believe U .S. overn igh t  package volu m es for

FedEx Express will grow in  2001 at  rates h igher

than  those experienced in  2000, with  second half

growth  rates exceeding t hose in  t he first  half of

2001. We believe U .S. deferred package volu m e

growth  rates at  FedEx Express will be lower in  2001

as we im plem ent  the st rategy of sh ift ing a port ion

of t h ese sh ipm en t s to FedEx G rou n d. Im proved

dom est ic yields associated with  the new sales in i-

t iat ives are also expected in  2001. We expect  IP

package volum e growth  rates to rem ain  st rong in

2001. Freigh t  pounds are expected to con t inue to

increase in  2001, with increases in  the U.S. part ially

offset  by cont inued declines in  internat ional freight ,

as it  is replaced by higher-yielding priority packages.

FedEx Express also plans to cont inue cost  contain-

m ent  and product ivity enhancem ent  program s in

2001. By lowering discret ionary spending and lim it -

ing staffing addit ions, we expect  to align  control-

lable cost s with  business growth ; however, these

act ions will not  affect  plans for st rategic spending

in  support  of long-term  growth goals.
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Revenues

Revenues for FedEx Ground increased 8%  in  2000,

w h ile average daily packages in creased 4%  an d

yields increased 4% . The increase in  yields is due

to a 2.3%  price increase, wh ich  was effect ive in

February 1999 and a slight  increase in  the m ix of

higher yielding packages.

In 1999, FedEx G rou n d’s reven u e in creased du e 

to im provin g yields an d steady volu m e grow t h .

Yields were posit ively im pacted by rate increases

of 2.3%  an d 3.7%  in  Febru ary 1999 an d 1998,

respect ively. D u rin g 1999, FedEx G rou n d recog-

n ized a year-to-date, one-t im e benefit  of approxi-

m a t e l y  $ 6 m i l l i o n  t o  a l i gn  i t s  e s t i m a t i o n

m ethodology for in -t ransit  revenue w ith  t hat  of

ou r  ot h er  opera t in g su bsid iar ies . Year-t o-dat e

package yield was in creased by $.02 becau se of

th is one-t im e adjustm ent .

Resu lt s for 1998 in clu ded in crem en tal volu m e

associat ed w it h  t h e U PS st rike. Exclu din g t h is

i n c rem en t a l  vo lu m e ,  ave rage  da i l y  pack ages

increased 6%  for 1999.

O perat ing Incom e

Operat ing incom e for 2000 reflect s h igher operat -

ing cost s, due prim arily to increases in  capacity

an d t ech n ology, as well as t h e effect s of FedEx

Hom e Delivery and the rebranding and reorganiza-

t ion  in it iat ives. D epreciat ion  expen se in creased

20%  in  2000  as  n ew  t e r m in a l  fac i l i t i es  were

opened late in 1999 and throughout  the first  half of

2000. In  March  2000, FedEx Ground launched it s

new service, FedEx Hom e Delivery. This new serv-

ice is dedicated to m eet ing the needs of business-

to-con su m er sh ippers. C u rren t ly, t h is service is

available for approxim ately 50%  of the U.S. popu-

la t ion . An  opera t in g loss  o f $19  m i l l ion  was

incurred by the hom e delivery service in  2000.

Operating incom e increased in 1999 due to increased

volu m e an d yield-m an agem en t  act ion s. Resu lt s 

for 1998 con tain ed approxim ately $6 m illion  of

increm ental operat ing incom e associated with  the

UPS st rike.

FedEx Ground

The following table com pares revenues and operat ing incom e (in  m illions) and selected package stat ist ics

(in  thousands, except  dollar am ounts) for the years ended May 31:

Percent  Change

2000 1999 1998 2000/1999 1999/1998

Revenues $2,033 $1,878 $1,711 +8 +10

Operat ing incom e $ 226 $ 231 $ 171 –2 +35

Average daily packages 1,442 1,385 1,326 +4 + 4

Revenue per package (yield) $ 5.55 $ 5.36 $ 5.04 +4 + 6

FedEx Express will cont inue to use the flexibility

of its global network infrastructure by reconfiguring

it s system  and fligh t s to m eet  m arket  dem ands.

While long-term  profitability is expected to im prove,

in crem en t a l  cost s  in cu r red  du r in g per iods  of

st rategic expansion  and varying econom ic condi-

t ions can  affect  short -term  operat ing resu lt s.

Actual resu lt s m ay vary depending on  the success-

fu l  im plem en t at ion  of ou r  reorgan izat ion  an d

rebran din g in it iat ive, t h e im pact  of com pet it ive

pr ic in g ch an ges , cu st om er  respon ses  t o  y ie ld

m anagem ent  in it iat ives, the t im ing and exten t  of

network  refinem ent , act ions by our com pet itors,

in clu din g capacit y flu ct u at ion s, jet  fu el prices,

regulatory condit ions for aviat ion rights and the rate

of dom est ic and internat ional econom ic growth.

In  the past  th ree years, the FedEx Express world-

w ide aircraft  fleet  h as in creased, resu lt in g in  a 

corresponding rise in  m ain tenance expense. While

we expect  a predictable pat tern  of aircraft  m ain te-

nance and repairs expense, unant icipated m ain te-

n a n c e  eve n t s  w i l l  o c c a s i o n a l l y  d i s r u p t  t h i s

pat tern , resu lt ing in  periodic fluctuat ions in  m ain-

tenance and repairs expense.

FedEx Express’s operat ing incom e from  the sales of

hushk it s, which  peaked in  1998 and declined in

1999 and 2000, is expected to becom e insign ifican t

in  2001.
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O ut look

FedEx G rou n d con t in u es to expan d capacit y in

order  t o  accom m odat e  volu m e grow t h , w h i le

m ain tain ing or im proving yields. FedEx Ground

opened two addit ional hub facilit ies in  2000 and

will cont inue to expand package processing capac-

ity to m eet  it s growth  plans. Package volum e and

yields are  expect ed t o in crease in  2001 as t h e

resu lt s of the new rebranding and reorgan izat ion

effort  are realized.

FedEx Ground plans to accelerate its expansion of

the hom e delivery service to reach approxim ately

80%  of the U.S. populat ion by Septem ber 2001 and

full U.S. coverage by Septem ber 2002. We expect  to

incur operat ing losses on the FedEx Ground hom e

delivery service of approxim ately $50 m illion  in

2001, including costs associated with the accelera-

t ion of the expansion of the service.

Actual results m ay vary depending on a num ber of

factors, such as consum er dem and for and sat isfac-

t ion  with  the FedEx Ground product , the service

coverage and brand awareness of the FedEx Ground

product , com pet it ive responses including pricing

and capacity fluctuations, the rate of U.S. dom estic

econom ic growth, the extent  of FedEx Ground’s abil-

ity to penetrate the business-to-consum er electronic

com m erce m arket , and the ability to at t ract  and

retain qualified contractors for the delivery network.

Other Operations

Other operat ions include FedEx Global Logist ics,

Inc. (“FedEx Logist ics” ), a con t ract  logist ics pro-

vider; FedEx Custom  Crit ical, Inc. (“FedEx Custom

Crit ical”), a crit ical-shipm ent  carrier; FedEx Trade

N etworks, Inc. (“FedEx Trade N etworks”), a t rade

services provider; Vik ing Freigh t , Inc. (“Vik ing”), 

a regional less-than-t ruckload freigh t  carrier oper-

at in g in  t h e western  U n ited States, an d certain

unallocated corporate item s.

Revenues

Revenues from  other operat ions increased 26%  in

2000. Excluding the effects of businesses acquired in

2000, the increase was 15%  com pared with 1%  in

1999, due to substant ially higher revenues at  FedEx

Custom  Crit ical com bined with  double-digit  rev-

enue growth  at  Vik ing. Revenue growth  for 1999

reflects an increase at  FedEx Custom  Crit ical, offset

by m odest  decreases at  Viking and FedEx Logist ics.

O perat ing Incom e

In creased operat in g in com e for 2000 is du e t o

st rong earn ings at  Vik ing and cont inued earn ings

growth  at  FedEx Custom  Crit ical. Result s for 2000

also in clu de a $10 m illion  favorable adju st m en t

related to est im ated fu t u re lease cost s from  t h e

Vik ing rest ructu ring. Operat ing incom e for 1999

reflected im proved perform ances at  FedEx Custom

Crit ical, offset  by a decline at  FedEx Logist ics.

Operat ing incom e in 1998 includes $74 m illion  in

expenses, which were not  allocated to operat ing seg-

m ents, for m erger costs associated with the acquisi-

t ion  of C aliber. T h ese expen ses were prim arily

investm ent  bank ing fees and paym ents to m em -

bers of Caliber’s m anagem ent  in  accordance with

pre-exist ing m anagem ent  reten t ion  agreem ents.

FINANCIAL CONDITION

Liquidity

Cash and cash  equivalents totaled $68 m illion  at

M ay 31, 2000, com pared w it h  $325 m ill ion  at

May 31, 1999. Cash flows from  operat ing act ivit ies

du ring 2000 totaled $1.6 billion , com pared w ith

$1.8 billion  for 1999 and $1.6 billion  for 1998.

FedEx’s operat ions have generated increased cash

earn ings over the past  th ree years. The following

table com pares cash  earn ings (in  billions, except

per share am ounts) for the years ended May 31:

2000 1999 1998

EBITDA (earnings before

in terest , taxes, deprecia-

t ion  and am ort izat ion) $  2.4 $  2.2 $  2.0

Cash earnings per share

(net  incom e plus depre-

ciat ion  and am ort izat ion 

divided by average 

com m on and com m on 

equivalent  shares) $6.22 $5.54 $4.92

T h e C om pan y cu rren t ly h as a $1.0 billion  revolv-

i n g c re d i t  fa c i l i t y  t h a t  i s  ge n e ra l l y  u s e d  t o

fin an ce tem porary operat in g cash  requ irem en t s

an d to provide su pport  for t h e issu an ce of com -

m ercial paper. As of M ay 31, 2000, approxim ately
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$478 m illion  of the credit  facility rem ains avail-

able. For m ore in form at ion  regardin g t h e credit  

fac i l i t y, see  N ot e 5 of N ot es  t o  C on sol idat ed

Fin an cial Statem en t s.

During 2000, FedEx acquired three businesses for

approxim ately $264 m illion , prim arily in  cash .

These purchases were funded from  operat ions and

borrowings under our com m ercial paper program .

On  Septem ber 27, 1999, t he Com pany’s Board of

Directors approved a plan  that  authorized the pur-

chase of up to 15 m illion , or approxim ately 5% , of

FedEx’s outstanding shares of com m on stock. We

com pleted the purchase of 15 m illion  shares at  an

average cost  of $39.75 per share. The purchase of

these shares was funded principally th rough  the

issuance of com m ercial paper. Shares held in  t rea-

sury will be used for general corporate purposes.

FedEx Express redeem ed $100 m illion  of 9.625%

unsecu red sink ing fund deben tu res on  March 1,

2000. T h e bon d redem pt ion  was fin an ced w it h

com m ercial paper borrowings.

In 1999, FedEx filed a $1 billion  shelf regist rat ion

st a t em en t  w i t h  t h e  Secu r i t i e s  an d  Exch an ge

Com m ission (“SEC”), indicat ing that  we m ay issue

up to that  am ount  in  one or m ore offerings of either

unsecured debt  securit ies, preferred stock or com -

m on stock, or a com binat ion of such inst rum ents.

T h e C om pan y m ay, at  i t s opt ion , direct  FedEx

Express to issue guarantees of the debt  securit ies.

We believe t h at  cash  flow  from  operat ion s, ou r

com m ercial paper program  an d revolvin g ban k

credit  facility will adequately m eet  the Com pany’s

working capital needs for the foreseeable fu ture.

Capital Resources

FedEx’s operat ions are capital intensive, character-

ized by significant  investm ents in  aircraft , vehicles,

com pu ter an d t elecom m u n icat ion s equ ipm en t ,

package handling facilit ies and sort  equipm ent . The

am ount  and t im ing of capital addit ions depend on

various factors including volum e growth, dom est ic

an d in tern at ion al econ om ic con dit ion s, n ew  or

enhanced services, geographical expansion of serv-

ices, com petit ion, availability of sat isfactory financ-

ing and act ions of regulatory authorit ies.

The following table com pares capital expenditures

(in clu din g equ ivalen t  capit al, w h ich  is defin ed

below) for the years ended May 31 (in  m illions):

2000 1999

Aircraft  and related equipm ent $ 469 $ 606

Facilit ies and sort  equipm ent 437 466

Inform at ion  and 

technology equipm ent 378 366

Other equipm ent 343 332

Total capital expenditures 1,627 1,770

Equivalen t  capital, principally 

aircraft -related 365 561

Total $1,992 $2,331

FedEx finances a sign ifican t  am ount  of it s aircraft

an d cert ain  ot h er equ ipm en t  n eeds u sin g lon g-

term  operat ing leases. We believe the determ ina-

t ion  to lease versus buy equipm ent  is a financing

decision , and both  form s of financing are consid-

ered when evaluat ing the resources com m it ted for

capital. The am ount  that  the Com pany would have

expended to purchase these asset s had it  not  cho-

sen  to obtain  their use th rough operat ing leases is

considered equ ivalen t  capital in  the table above.

While capital expenditures over the past  two years

have been  reduced based on  lower than  expected

U.S. dom est ic volum e growth  at  FedEx Express, we

plan  to cont inue to m ake st rategic capital invest -

m ents in  support  of our long-term  growth  goals. 

For 2001, we expect  capital spen din g, in clu din g

equ ivalen t  capit al, to approxim ate $2.3 billion . 

For in form at ion  on  the Com pany’s purchase com -

m itm ents, see N ote 14 of N otes to Consolidated

Financial Statem ents.

We have h istorically financed our capital invest -

m ents th rough  the use of lease, debt  and equ ity

financing in  addit ion  to the use of in ternally gener-

ated cash  from  operat ions. Generally, our pract ice

in  recent  years with  respect  to funding new wide-

bodied aircraft  acqu isit ion s h as been  to fin an ce

such  aircraft  th rough long-term  lease t ransact ions

that  qualify as off-balance sheet  operat ing leases

under applicable account ing ru les. We have deter-

m ined that  t hese operat ing leases have provided

econ om ic ben efit s favorable to ow n ersh ip w it h

respect  to m arket  values, liqu idit y and after-tax

cash  flows. In  the fu ture, other form s of secured

financing m ay be pursued to finance FedEx Express’s
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aircraft  acqu isit ion s w h en  we determ in e t h at  it

best  m eets FedEx Express’s needs. FedEx Express

has been  successfu l in  obtain ing investm ent  capi-

tal, both  dom est ic and in ternat ional, for long-term

leases on  term s acceptable to it  although the m ar-

ket place for su ch  capital can  becom e rest ricted

depending on  a variety of econom ic factors beyond

it s con t rol. See N ote 5 of N otes to Consolidated

Financial Statem ents for addit ion al in form at ion

concern ing the Com pany’s debt  facilit ies.

In  Ju ly 1999, approxim ately $231 m illion  of pass-

through cert ificates were issued to finance or refi-

nance the debt  port ion  of leveraged operat ing leases

related to four A300 aircraft , which were delivered

in  2000. In  June 1998, approxim ately $833 m illion

of pass-through cert ificates were issued to finance

or refinance the debt  port ion  of FedEx Express’s

leveraged operat ing leases related to eight  A300 and

five MD11 aircraft , which were delivered in  2000.

The pass-through cert ificates are not  direct  obliga-

t ions of, or guaranteed by, the Com pany or FedEx

Express, bu t  am ou n t s payable by FedEx Express

under the leveraged operat ing leases are sufficient

to pay the principal of and in terest  on  the cert ifi-

cates. In  June 2000, FedEx Express filed a shelf reg-

ist rat ion  with  the SEC, indicat ing that  it  m ay issue

up to $450 m illion  in  pass-through cert ificates in

one or m ore offerings to finance or refinance lever-

aged operat ing aircraft  leases.

We believe that  the capital resources available to us

provide flexibility to access the m ost  efficien t  m ar-

kets for financing it s capital acquisit ions, includ-

in g aircraft , an d are adequ ate for FedEx’s fu t u re

capital needs.

Market Risk Sensitive Instruments and Positions

FedEx curren t ly has m arket  risk  sensit ive inst ru-

m ents related to in terest  rates; however, there is 

no sign ifican t  exposure to changing in terest  rates 

on  our long-term  debt  because the in terest  rates

are  fixed. As disc losed in  N ot e  5  of N ot es  t o

Consolidated Financial Statem ents, FedEx has ou t -

st an din g u n secu red  lon g-t e r m  debt  exc lu s ive  

of capital leases of $1.1 billion  and $1.2 billion  at

May 31, 2000 and 1999, respect ively. Market  risk

for fixed-rate long-term  debt  is est im ated as t he

poten t ial decrease in  fair value resu lt ing from  a

h ypot h et ical 10%  in crease in  in terest  rates an d

am ounts to approxim ately $54 m illion as of May 31,

2000 ($45 m illion  as of May 31, 1999). The under-

ly in g fa i r  va lu es  o f ou r  l on g-t e r m  deb t  were

est im ated based on quoted m arket  prices or on the

curren t  rates offered for debt  with  sim ilar term s

an d m at u ri t ies . FedEx does n ot  u se derivat ive

financial inst rum ents to m anage in terest  rate risk .

FedEx’s earnings are affected by fluctuat ions in  the

value of the U.S. dollar, as com pared with  foreign

cu rrencies, as a resu lt  of t ransact ions in  foreign

m arkets. At  May 31, 2000, the result  of a uniform

10%  st rengthening in  the value of the dollar rela-

t ive to t h e cu rren cies in  w h ich  t h e C om pan y’s

t ran sact ion s are den om in ated wou ld resu lt  in  a

decrease in  operat in g in com e of approxim ately

$52 m illion  for the year ending May 31, 2001 (the

com parable am ount  in  the prior year was $25 m il-

lion). This calculat ion assum es that  each exchange

rate would change in  the sam e direct ion relat ive to

the U.S. dollar. In  addit ion  to the direct  effects of

changes in  exchange rates, wh ich  are a changed

dollar valu e of t h e resu lt in g reported operat in g

resu lt s, changes in  exchange rates also affect  the

volum e of sales or the foreign currency sales price as

com petitors’ services becom e m ore or less at t rac-

t ive. FedEx’s sensit ivity analysis of the effects of

changes in foreign currency exchange rates does not

factor in  a potent ial change in  sales levels or local

currency prices.

FedEx has en tered in to jet  fuel hedging cont racts

on  behalf of it s subsidiary FedEx Express, which

are designed to lim it  it s exposure to fluctuat ions in

jet  fuel prices. Under these cont racts, FedEx m akes 

(or receives) paym en t s based on  t h e differen ce

between  a fixed price and the m arket  price of jet

fu el, as determ in ed by an  in dex of spot  m arket

prices represen t in g variou s geograph ic region s.

T h e  d i ffe ren ce  i s  re co rded  a s  an  i n c rea se  o r

decrease in  fuel expense. Market  risk  for jet  fuel is

est im ated as t h e poten t ial decrease in  earn in gs

resu lt ing from  a hypothet ical 10%  increase in  jet

fu el prices applied to projected 2001 u sage an d

am ou n t s t o approxim at ely $49 m ill ion , n et  of

h edgin g set t lem en t s, as of M ay 31, 2000. T h ere

w e re  n o  s u c h  je t  fu e l  h e d gi n g c o n t r a c t s  a t  

May 31, 1999. As of May 31, 2000, jet  fuel hedging

con t ract s cover approxim ately on e-t h ird of t h e

est im ated u sage in  2001. See N otes 2 an d 14 of

N otes to C on solidated Fin an cial Statem en t s for

accou n t in g pol icy an d addit ion al  in form at ion

regarding jet  fuel hedging cont ract s.

FedEx does n ot  pu rch ase or h old an y derivat ive

financial inst rum ents for t rading purposes.
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Deferred Tax Assets

At May 31, 2000, the Com pany had a net  cum ula-

t ive deferred tax liability of $27 m illion , consist ing

of $884 m illion  of deferred tax asset s and $911 m il-

lion  of deferred t ax liabilit ies. T h e reversals of

deferred tax asset s in  fu ture periods will be offset

by sim ilar am ounts of deferred tax liabilit ies.

Euro Currency Conversion

Since the beginning of the European Union’s tran-

sit ion to the euro on January 1, 1999, our subsidiaries

have been prepared to quote rates to custom ers, gen-

erate billings and accept  paym ents, in both euro and

legacy currencies. The legacy currencies will rem ain

legal t en der t h rou gh  D ecem ber 31, 2001. FedEx

believes t h at  t h e in t rodu ct ion  of t h e eu ro, an y

price t ransparency brought  about  by it s in t roduc-

t ion  and the phasing out  of the legacy currencies

will not  have a m aterial im pact  on  ou r consoli-

dated financial posit ion , resu lt s of operat ions or

cash  flows. Costs associated with  the euro project

are  be in g expen sed as  in cu r red  an d are  be in g

funded en t irely by in ternal cash  flows.

Year 2000 Compliance

FedEx’s operat in g su bsidiaries rely h eavily on

soph ist icat ed in form at ion  t ech n ology for t h eir

business operat ions. Our Year 2000 (“Y2K”) com -

puter com pliance issues were, therefore, broad and

com plex. N ot h in g h as com e to t h e C om pan y’s

at ten t ion  that  wou ld cause it  to believe that  it s

Y2K com pliance effort  was not  successfu l.

Sin ce 1996, FedEx h as in cu rred approxim at ely

$115 m illion  on  Y2K com pliance ($22 m illion  in

2000), wh ich  was funded by in ternal cash  flows. 

We do not  expect  to incur any m aterial addit ional

Y2K-related cost s. We classified cost s as Y2K for

report ing purposes if they rem edied only Y2K risks

or resulted in  the form ulat ion of cont ingency plans

and would otherwise have been unnecessary in  the

norm al course of business. For 2000, Y2K expendi-

tures were less than 10%  of the Com pany’s total

inform at ion technology expense budget . We believe

that  no significant  inform at ion technology projects

were deferred due to our Y2K com pliance effort .

FORWARD-LOOKING STATEM ENTS

C ertain  statem en t s con tain ed in  t h is report  are

“forward-looking statem ents”  with in  the m eaning

of the Private Securit ies Lit igat ion  Reform  Act  of

1995, such  as statem ents relat ing to m anagem ent ’s

views with  respect  to fu ture events and financial

perform ance. Such forward-looking statem ents are

su bject  to risk s, u n certain t ies an d ot h er factors

that  could cause actual resu lt s to differ m aterially

from  historical experience, or from  fu ture resu lt s

expressed or im plied by such forward-looking state-

m ents. Poten t ial risks and uncertain t ies include,

but  are not  lim ited to, econom ic and com pet it ive

condit ions in  the m arkets where FedEx operates,

m at ch in g capacit y t o volu m e levels an d ot h er

uncertain t ies detailed from  t im e to t im e in  FedEx’s

Securit ies and Exchange Com m ission  filings.
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Years ended May 31

In  thousands, except  per share am ounts 2000 1999 1998

REVEN UES $18,256,945 $16,773,470 $15,872,810

OPERATIN G EXPEN SES

Salaries and em ployee benefit s 7,597,964 7,087,728 6,647,140

Purchased t ransportat ion 1,674,854 1,537,785 1,481,590

Rentals and landing fees 1,538,713 1,396,694 1,304,296

Depreciat ion  and am ort izat ion 1,154,863 1,035,118 963,732

Main tenance and repairs 1,101,424 958,873 874,400

Fuel 918,513 604,929 726,776

Other 3,049,540 2,989,257 2,864,216

17,035,871 15,610,384 14,862,150

OPERATIN G IN COME 1,221,074 1,163,086 1,010,660

OTHER IN COME (EXPEN SE)

In terest , net (106,060) (98,191) (124,413)

Other, net 22,726 (3,831) 13,271

(83,334) (102,022) (111,142)

IN COME FROM CON TIN UIN G OPERATION S

BEFORE IN COME TAXES 1,137,740 1,061,064 899,518

PROVISION  FOR IN COME TAXES 449,404 429,731 401,363

IN COME FROM CON TIN UIN G OPERATION S 688,336 631,333 498,155

IN COME FROM DISCON TIN UED OPERATION S,

N ET OF IN COME TAXES – – 4,875

N ET IN COME $ 688,336 $ 631,333 $ 503,030

EARN IN GS PER COMMON  SHARE

Cont inu ing operat ions $ 2.36 $ 2.13 $ 1.70

Discont inued operat ions – – .02

$ 2.36 $ 2.13 $ 1.72

EARN IN GS PER COMMON  SHARE – ASSUMIN G DILUTION

Cont inu ing operat ions $ 2.32 $ 2.10 $ 1.67

Discont inued operat ions – – .02

$ 2.32 $ 2.10 $ 1.69

The accom panying notes are an  in tegral part  of these consolidated financial statem ents.

CONSOLIDATED STATEM ENTS OF INCOM E
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May 31

In  thousands 2000 1999

ASSETS

CURREN T ASSETS

Cash  and cash  equivalen ts $ 67,959 $ 325,323

Receivables, less allowances of $85,972 and $68,305 2,547,043 2,153,166

Spare part s, supplies and fuel 255,291 291,922

Deferred incom e taxes 317,784 290,721

Prepaid expenses and other 96,667 79,896

Total curren t  asset s 3,284,744 3,141,028

PROPERTY AN D EQUIPMEN T, AT COST

Flight  equipm ent 4,960,204 4,556,747

Package handling and ground support  equipm ent  and vehicles 4,270,596 3,858,788

Com puter and elect ron ic equipm ent 2,416,666 2,363,637

Other 3,095,077 2,940,735

14,742,543 13,719,907

Less accum ulated depreciat ion  and am ort izat ion 7,659,016 7,160,690

N et  property and equipm ent 7,083,527 6,559,217

OTHER ASSETS

Goodwill 500,547 344,002

Equipm ent  deposit s and other asset s 658,293 603,964

Total other asset s 1,158,840 947,966

$11,527,111 $10,648,211

LIABILITIES AN D STOCKHOLDERS’ IN VESTMEN T

CURREN T LIABILITIES

Curren t  port ion  of long-term  debt $ 6,537 $ 14,938

Accrued salaries and em ployee benefit s 755,747 740,492

Accounts payable 1,120,855 1,133,952

Accrued expenses 1,007,887 895,375

Total curren t  liabilit ies 2,891,026 2,784,757

LON G-TERM DEBT, LESS CURREN T PORTION 1,776,253 1,359,668

DEFERRED IN COME TAXES 344,613 293,462

OTHER LIABILITIES 1,729,976 1,546,632

COMMITMEN TS AN D CON TIN GEN CIES (N otes 6, 14 and 15)

COMMON  STOCKHOLDERS’ IN VESTMEN T

Com m on stock , $.10 par value; 800,000 shares au thorized;

298,573 and 297,987 shares issued 29,857 29,799

Addit ional paid-in  capital 1,079,462 1,061,312

Retained earn ings 4,295,041 3,615,797

Accum ulated other com prehensive incom e (36,074) (24,688)

5,368,286 4,682,220

Less t reasury stock , at  cost  and deferred com pensat ion 583,043 18,528

Total com m on stockholders’ investm ent 4,785,243 4,663,692

$11,527,111 $10,648,211

The accom panying notes are an  in tegral part  of these consolidated financial statem ents.

CONSOLIDATED BALANCE SHEETS
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Years ended May 31

In  thousands 2000 1999 1998

OPERATIN G ACTIVITIES

Incom e from  cont inu ing operat ions $ 688,336 $ 631,333 $ 498,155

Adjustm ents to reconcile incom e from  cont inu ing operat ions

to cash  provided by operat ing act ivit ies:

Depreciat ion  and am ort izat ion 1,154,863 1,035,118 963,732

Provision  for uncollect ible accounts 71,107 55,649 72,700

Deferred incom e taxes and other noncash  item s (7,363) (34,037) 29,570

Gain  from  disposals of property and equipm ent (17,068) (2,330) (7,188)

Changes in  operat ing asset s and liabilit ies, net  of 

businesses acquired:

Increase in  receivables (404,511) (294,121) (267,367)

Decrease (increase) in  other curren t  asset s 70,720 (155,720) (102,203)

Increase in  accounts payable and other 

operat ing liabilit ies 107,543 555,565 450,836

Other, net (38,385) (19,337) (32,963)

Cash  provided by operat ing act ivit ies 1,625,242 1,772,120 1,605,272

IN VESTIN G ACTIVITIES

Purchases of property and equipm ent , including deposit s on  

aircraft  of $1,500, $1,200 and $70,359 (1,627,418) (1,769,946) (1,880,173)

Proceeds from  disposit ions of property and equipm ent :

Sale-leaseback  t ransact ions – 80,995 322,852

Reim bursem ents of A300 and MD11 deposit s 24,377 67,269 106,991

Other disposit ions 165,397 195,641 162,672

Acquisit ions of businesses (257,095) – –

Other, net (13,378) (22,716) (471)

Cash  used in  invest ing act ivit ies (1,708,117) (1,448,757) (1,288,129)

FIN AN CIN G ACTIVITIES

Principal paym ents on  debt (115,090) (269,367) (533,502)

Proceeds from  debt  issuances 517,664 – 267,105

Proceeds from  stock  issuances 15,523 49,932 33,925

Dividends paid – – (7,793)

Purchase of t reasury stock (606,506) (8,168) (7,049)

Other, net 13,920 (2) 110

Cash  used in  financing act ivit ies (174,489) (227,605) (247,204)

CASH AN D CASH EQUIVALEN TS

Cash  (used in) provided by cont inu ing operat ions (257,364) 95,758 69,939

Cash  used in  discont inued operat ions – – (1,735)

Balance at  beginning of year 325,323 229,565 161,361

Balance at  end of year $ 67,959 $ 325,323 $ 229,565

The accom panying notes are an  in tegral part  of these consolidated financial statem ents.

CONSOLIDATED STATEM ENTS OF CASH FLOW S
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Accum ulated

Addit ional Other Com - Deferred

Com m on Paid-in Retained prehensive Treasury Com pen-

In  thousands, except  shares Stock Capital Earn ings Incom e Stock sat ion Total

BALAN CE AT MAY 31, 1997 $14,762 $ 937,978 $2,618,492 $ 3,019 $ (55,482) $(17,608) $3,501,161

N et  incom e – – 503,030 – – – 503,030

Foreign  currency t ranslat ion  

adjustm ent , net  of deferred 

tax benefit  of $2,793 – – – (30,296) – – (30,296)

Total comprehensive income 472,734
Adjustm ent  to conform  Caliber 

System , Inc.’s fiscal year – 492 (51,795) – (1,765) – (53,068)

Cash  dividends declared by 

Caliber System , Inc. – – (3,899) – – – (3,899)

Purchase of t reasury stock – – – – (7,049) – (7,049)

Forfeitu re of rest ricted stock – – – – (979) 586 (393)

Issuance of stock  under 

em ployee incent ive 

plans (1,466,895 shares) 135 54,195 – – 7,918 (7,204) 55,044

Cancellat ion  of Caliber 

System , Inc. t reasury stock (156) 156 (66,474) – 57,357 – (9,117)

Am ort izat ion  of deferred 

com pensat ion – – – – – 5,817 5,817

BALAN CE AT MAY 31, 1998 14,741 992,821 2,999,354 (27,277) – (18,409) 3,961,230

N et  incom e – – 631,333 – – – 631,333

Foreign  currency t ranslat ion  

adjustm ent , net  of deferred 

tax benefit  of $959 – – – (611) – – (611)

Unrealized gain  on  available-for-

sale securit ies, net  of deferred 

taxes of $2,100 – – – 3,200 – – 3,200

Total comprehensive income 633,922
Purchase of t reasury stock – – – – (8,168) – (8,168)

Forfeitu re of rest ricted stock – – – – (1,196) 507 (689)

Two-for-one stock  split  by FedEx 

Corporat ion  in  the form  of a 

100%  stock  dividend 

(148,931,996 shares) 14,890 – (14,890) – – – –

Issuance of stock  under 

em ployee incent ive plans

(1,770,626 shares) 168 68,491 – – 8,083 (8,273) 68,469

Am ort izat ion  of deferred 

com pensat ion – – – – – 8,928 8,928

BALAN CE AT MAY 31, 1999 29,799 1,061,312 3,615,797 (24,688) (1,281) (17,247) 4,663,692

N et  incom e – – 688,336 – – – 688,336

Foreign  currency t ranslat ion

adjustm ent , net  of deferred

tax benefit  of $1,881 – – – (9,021) – – (9,021)

Unrealized loss on  available-for-

sale securit ies, net  of deferred 

tax benefit  of $1,513 – – – (2,365) – – (2,365)

Total comprehensive income 676,950
Purchase of t reasury stock – – – – (606,506) – (606,506)

Forfeitu re of rest ricted stock – – – – (790) 845 55

Issuance of stock  under em ployee

incent ive plans and other

(1,715,585 shares) 58 18,150 (9,092) – 44,483 (14,725) 38,874

Am ort izat ion  of deferred 

com pensat ion – – – – – 12,178 12,178

BALAN CE AT MAY 31, 2000 $29,857 $1,079,462 $4,295,041 $(36,074)$(564,094) $(18,949) $4,785,243

The accom panying notes are an  in tegral part  of these consolidated financial statem ents.

CONSOLIDATED STATEM ENTS OF CHANGES IN STOCKHOLDERS’ INVESTM ENT AND COM PREHENSIVE INCOM E
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NOTES TO CONSOLIDATED FINANCIAL STATEM ENTS

NOTE1: BASIS OF PRESENTATION

On January 19, 2000, a new branding st rategy was

announced that  resu lted in  nam e changes of the

h oldin g com pan y an d cer t a in  opera t in g com -

pan ies t o in clu de t h e FedEx bran d n am e. T h e

n a m e  o f t h e  h o l d i n g c o m p a n y  w a s  c h a n ge d  

from  FD X C orpora t ion  t o  FedEx C orpora t ion  

(“FedEx”) and the following operat ing subsidiaries’

nam es were changed:

Form er N ew Brand

N am e N am e N am e

RPS, Inc. FedEx Ground FedEx Ground

Package System , Inc.

FDX Logist ics FedEx Global FedEx Logist ics

Logist ics, Inc.

Robert s Express FedEx Custom FedEx Custom  

Crit ical, Inc. Crit ical

The nam es of Federal Express Corporat ion  (“FedEx

Express” ) and Vik ing Freigh t , Inc. (“Vik ing”) did

not  change.

NOTE 2: SUM M ARY OF SIGNIFICANT

ACCOUNTING POLICIES

PRIN CIPLES OF CON SOLIDATION . The consoli-

dated financial statem ents include the accounts of

FedEx Corporat ion  and it s subsidiaries. All sign ifi-

can t  in tercom pany accounts and t ransact ions have

been  elim inated.

PROPERTY AN D EQUIPMEN T. Expenditu res for

m ajor addit ions, im provem en t s, fligh t  equ ipm en t

m odificat ion s an d cer t ain  equ ipm en t  overh au l

cost s are capitalized. Main tenance and repairs are

ch arged t o  expen se as  in cu r red. T h e cost  an d

accum ulated depreciat ion  of property and equ ip-

m en t  disposed of are rem oved from  t h e related

accoun t s, and any gain  or loss is reflected in  t he

resu lt s of operat ions.

For financial report ing purposes, depreciat ion  and

am ort izat ion  of propert y an d equ ipm en t  is pro-

vided on  a st raigh t -line basis over the asset ’s serv-

ice life or related lease term  as follows:

Flight  equipm ent 5 to 20 years

Package handling and ground support  

equipm ent  and vehicles 3 to 30 years

Com puter and elect ron ic equipm ent 3 to 10 years

Other 2 to 30 years

Aircraft  airfram es and engines are assigned resid-

u al  va lu es  ran gin g from 10%  t o  20%  of asset  

cost . All other property and equ ipm en t  have no

m aterial residual values. Veh icles are depreciated

on  a st raigh t -line basis over five to 10 years.

For incom e tax purposes, depreciat ion  is generally

com puted using accelerated m ethods.

DEFERRED GAIN S. Gains on  the sale and lease-

back  of aircraft  and other property and equ ipm ent

are deferred an d am ort ized over t h e life of t h e

lease as a reduct ion  of ren t  expense. Included in

other liabilit ies at  May 31, 2000 and 1999, were

deferred gains of $533,371,000 and $429,488,000,

respect ively.

DEFERRED LEASE OBLIGATION S. While certain

of FedEx’s aircraft  and facility leases con tain  fluc-

tuat ing or escalat ing paym en t s, t he related ren t

expense is recorded on  a st raigh t -line basis over

t h e lease t erm . In clu ded in  ot h er l iabili t ies at

M ay 31, 2000 an d 1999, were $354,566,000 an d

$ 3 21,2 4 8 ,0 0 0 ,  re s p e ct i ve ly,  re p re s e n t i n g t h e

cum ulat ive difference between  ren t  expense and

ren t  paym ents.

SELF-IN SU RAN C E AC C RUALS. FedEx is self-

insured up to certain  levels for workers’ com pensa-

t ion , em ployee health  care and vehicle liabilit ies.

Accru als are based on  t h e act u arially est im ated

undiscounted cost  of claim s. Included in  other lia-

bilit ies at  May 31, 2000 and 1999, were $324,869,000

and $282,889,000, respectively, representing the long-

term  port ion of self-insurance accruals for FedEx’s

workers’ com pensat ion  and vehicle liabilit ies.

CAPITALIZED IN TEREST. In terest  on  funds used

to finance the acquisit ion  and m odificat ion  of air-

craft , const ruct ion  of certain  facilit ies, and devel-

opm ent  of certain  software up to the date the asset

is placed in  service is capit alized an d in clu ded 

in  the cost  of the asset . Capitalized in terest  was

$34,823,000, $38,880,000 an d $33,009,000 for

2000, 1999 and 1998, respect ively.

AD VERT ISIN G . Advert isin g cost s are gen erally

expen sed as in cu rred an d are in clu ded in  ot h er

operat in g expen ses. Advert isin g expen ses were

$221,511,000, $202,104,000 an d $183,253,000 in

2000, 1999 and 1998, respect ively.

CASH EQUIVALEN TS. Cash equivalents in  excess

of cu rren t  operat in g requ irem en t s are in vest ed 

in  short -term , in terest -bearing inst rum en t s with

m aturit ies of three m onths or less at  the date of pur-

chase and are stated at  cost , which  approxim ates
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m arket  valu e. In terest  in com e was $15,116,000,

$12,399,000 an d $11,283,000 in  2000, 1999 an d

1998, respect ively.

MARKETABLE SECURITIES. FedEx’s m arketable

securit ies are available-for-sale securit ies and are

reported at  fair value. Unrealized gains and losses

are reported, net  of related deferred incom e taxes, as

a com ponent  of accum ulated other com prehensive

incom e with in  com m on stockholders’ investm ent .

SPARE PARTS, SUPPLIES AN D FUEL. Spare part s

are st at ed prin cipally at  weigh ted-average cost ;

supplies and fuel are stated principally at  standard

cost , which  approxim ates actual cost  on  a first -in ,

first -ou t  basis. N either m ethod values inventory in

excess of curren t  replacem ent  cost .

GOODWILL. Goodwill is t he excess of t he pu r-

ch ase price over t h e fair  valu e of n et  asset s of 

businesses acquired. It  is am ort ized on  a st raigh t -

l in e basis  over  periods gen eral ly ran gin g from

15 to 40 years. Accu m u lat ed am ort izat ion  was

$165,624,000 and $157,106,000 at  May 31, 2000 and

1999, respect ively.

IMPAIRMEN T OF LON G-LIVED ASSETS. FedEx

reviews long-lived asset s for im pairm ent  when  cir-

cum stances indicate the carrying value of an  asset

m ay not  be recoverable. If an  im pairm ent  exist s, an

adjustm ent  is m ade to write the asset  down to it s

fair value, and a loss is recorded as the difference

between  the carrying value and fair value.

FOREIGN  CURREN CY TRAN SLATION . Trans-

lat ion  gains and losses of FedEx’s foreign  opera-

t ions that  use local cu rrencies as the funct ional

cu rren cy are accu m u lat ed an d report ed, n et  of

related deferred incom e taxes, as a com ponent  of

accum ulated other com prehensive incom e with in

com m on  stock h olders’ in vest m en t . Tran sact ion

gains and losses that  arise from  exchange rate fluc-

t u at ion s on  t ran sact ion s den om in ated in  a cu r-

rency other than  the local funct ional currency are

included in  the resu lt s of operat ions.

IN COME TAXES. Deferred incom e taxes are pro-

vided for t he tax effect  of tem porary differences

between  the tax basis of asset s and liabilit ies and

t h eir  repor t ed am ou n t s in  t h e fin an cial  st at e-

m ents. FedEx uses the liability m ethod to account

for incom e taxes, which  requires deferred taxes to

be recorded at  the statu tory rate expected to be in

effect  when  the taxes are paid.

FedEx h as n ot  provided for U .S. federal in com e

taxes on it s foreign subsidiaries’ earnings deem ed

to be perm anent ly reinvested. Quant ificat ion of the

deferred tax liability, if any, associated with  perm a-

nent ly reinvested earnings is not pract icable.

REVEN UE RECOGN ITION . Revenue is recorded

based on  the percen tage of service com pleted at

the balance sheet  date.

REC EN T  PRO N O U N C EM EN T S. St at em en t  of

Financial Account ing Standards (“SFAS”) N o. 133,

“Accou n t in g fo r  D er iva t ive  In st r u m en t s  an d

Hedging Act ivit ies,”  was issued in  June 1998, was

subsequent ly am ended by SFAS N o. 137, and is now

effect ive for fiscal years beginn ing after June 15,

2000 (2002 for FedEx). The Statem ent  requires an

ent ity to recognize all derivat ives as either asset s

or liabilit ies in  the balance sheet  and to m easure

those inst rum ents at  fair value. The im pact  of the

adopt ion  of SFAS N o. 133, if any, on  earn ings, com -

preh en sive in com e an d fin an cial  posit ion  w ill

depend on  the am ount , t im ing and nature of any

agreem ents en tered in to by FedEx. As of May 31,

2000, FedEx h as n ot  adopt ed t h e provision s of

SFAS N o. 133.

SFAS N o. 138, “Accounting for Certain  Derivat ive

Instrum ents and Certain Hedging Activit ies,”  was

issued in June 2000, and am ends SFAS N o.133. SFAS

N o. 138 m ust be adopted concurrently with FedEx’s

adopt ion of SFAS N o. 133. FedEx does not  believe 

the am endm ent  will affect  it s im plem entat ion  of

SFAS N o. 133.

RECLASSIFICATION S. Certain  prior year am ounts

h ave been  reclassified t o con form  t o t h e 2000

presentat ion .

USE OF ESTIMATES. The preparat ion  of the con-

solidated financial statem ents in  conform ity with

generally accepted account ing principles requires

m anagem ent  to m ake est im ates and assum pt ions

that  affect  the reported am ounts of asset s and lia-

bilit ies and disclosure of cont ingent  asset s and lia-

bilit ies at  the date of the financial statem ents and

t h e reported am ou n t s of reven u es an d expen ses

during the report ing period. Actual resu lt s cou ld

differ from  those est im ates.
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NOTE 3: BUSINESS COM BINATION AND

ACQUISITIONS

O n  Ja n u a r y  2 7, 19 9 8 ,  Fe d Ex  Ex p re s s  b e c a m e  

a wholly-owned subsidiary of FedEx Corporat ion

in  con n ect ion  w it h  t h e acqu isi t ion  of C aliber

Syst em , In c. (“ C al iber” ). T h e acqu isi t ion  was

accou n t ed for  as a  poolin g of in t erest s . FedEx

Corporat ion  exchanged 0.8 shares of it s com m on

stock  for each  sh are of C aliber com m on  stock .

Each  share of FedEx Express’s com m on stock  was

au tom at ically converted in to one share of FedEx

Corporat ion  com m on stock .

On Septem ber 10, 1999, FedEx Logist ics acquired

the asset s of GeoLogist ics Air Services, Inc., an  

airfreigh t  forwarder servicin g freigh t  sh ipm en t s

bet ween  t h e U n ited States an d Pu erto Rico, for

approxim ately $116,000,000 in  cash . This business

operates under the nam e Caribbean  Transportat ion

Services, Inc. The excess of purchase price over the

est im at ed fair  valu e of t h e n et  asset s acqu ired

($103,000,000) has been  recorded as goodwill and is

being am ort ized ratably over 15 years.

On  February 29, 2000, FedEx acqu ired the com -

m on stock  of Tower Group In ternat ional, a leader

in  the business of providing in ternat ional custom s

clearance services, for approxim ately $140,000,000

in  cash . This business is operat ing as a subsidiary

of FedEx Trade  N et work s , In c . (“ FedEx Trade

N etworks”). The excess of purchase price over the

est im at ed fair  valu e of t h e n et  asset s acqu ired

($30,000,000) has been  recorded as goodwill and is

being am ort ized ratably over 25 years.

On March  31, 2000, FedEx acquired the com m on

stock  of World Tariff, Lim ited, a prem ier source of

cu st om s du t y an d t ax in form at ion  arou n d t h e

globe, for approxim ately $8,400,000 in  cash  and

stock . This business is operat ing as a subsidiary of

FedEx Trade N et work s. T h e excess of pu rch ase

price over the est im ated fair value of the net  asset s

a c q u i r e d  ($ 8 ,3 0 0 ,0 0 0 ) h a s  b e e n  r e c o rd e d  

as goodw ill an d is bein g am ort ized ratably over 

25 years.

The operat ing resu lt s of these acquired com panies

are included in  the operat ions of FedEx from  the

date of acqu isit ion . Pro form a resu lt s in clu din g

these acquisit ions would not  differ m aterially from

reported resu lt s in  any of the periods presen ted.

NOTE 4: ACCRUED SALARIES AND EM PLOYEE

BENEFITS AND ACCRUED EXPENSES

The com ponents of accrued salaries and em ployee

benefit s and accrued expenses were as follows:

May 31

In  thousands 2000 1999

Salaries $ 216,705 $216,647

Em ployee benefit s 225,192 236,741

Com pensated absences 313,850 287,104

Total accrued salaries and 

em ployee benefit s $ 755,747 $740,492

Insurance $ 363,899 $345,804

Taxes other than  incom e taxes 237,342 225,378

Other 406,646 324,193

Total accrued expenses $1,007,887 $895,375

NOTE 5: LONG-TERM  DEBT AND OTHER

FINANCING ARRANGEM ENTS

May 31

In  thousands 2000 1999

Unsecured debt , in terest  rates of 

7.60%  to 10.57% , due 

through 2098 $ 975,862 $ 988,120

Unsecured sink ing fund 

debentures, in terest  rate of 

9.63% , originally due through 

2020, called during 2000 – 98,598

Com m ercial paper, effect ive 

in terest  rate of 6.73% 521,031 –

Capital lease obligat ions and 

tax exem pt  bonds, in terest  

rates of 5.35%  to 7.88% , 

due through 2017 253,569 253,425

Less bond reserves 9,024 9,024

244,545 244,401

Other debt , in terest  rates of 

9.68%  to 11.12% 41,352 43,487

1,782,790 1,374,606

Less curren t  port ion 6,537 14,938

$1,776,253 $1,359,668

FedEx has a $1,000,000,000 revolving credit  agree-

m ent  with  dom est ic and foreign banks. The revolv-

ing credit  agreem ent  com prises two parts. The first

part  provides for a com m itm ent  of $800,000,000

through January 27, 2003. The second part  provides

fo r  a  364-day  com m i t m en t  fo r  $200 ,000 ,000

through October 13, 2000. In terest  rates on borrow-

ings under th is agreem ent  are generally determ ined

by m aturit ies selected and prevailing m arket  condi-

t ions. The agreem ent  con tains certain  covenan ts

and rest rict ions, none of which are expected to sig-

nificant ly affect  FedEx’s operat ions or it s ability to

pay dividends. As of May 31, 2000, approxim ately
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$2,093,000,000 was available for the paym ent  of

dividen ds u n der t h e rest rict ive coven an t  of t h e

agreem en t . C om m ercial  paper  bor row in gs are

backed by unused com m itm ents under th is revolv-

ing credit  agreem ent  and reduce the am ount  avail-

able under the agreem ent . Borrowings under th is

credit  agreem en t  and com m ercial paper borrow-

ings are classified as long-term  based on  FedEx’s

ability and in ten t  to refinance such  borrowings. At

May 31, 2000, $478,000,000 of the $1,000,000,000

com m itm ent  am ount  was available.

Unsecured sink ing fund debentures in  the am ount

of $100,000,000, originally due through 2020, were

redeem ed by FedEx Express on  M arch 1, 2000.

O t h er  in com e (expen se) in c lu des  a  ch arge  of

approxim ately $6,000,000, wh ich  represen t s pre-

m ium s paid to the holders of the bonds ret ired and

the write-off of the related unam ort ized deferred

finance charges and discount .

The com ponents of unsecured debt  were as follows:

May 31

In  thousands 2000 1999

Senior debt , in terest  rates of 

7.80%  to 9.88% , due 

through 2013 $673,970 $673,779

Bonds, in terest  rate of 7.60% , 

due in  2098 239,382 239,376

Medium  term  notes, in terest  

rates of 9.95%  to 10.57% , 

due through 2007 62,510 74,965

$975,862 $988,120

Of the sen ior debt  ou tstanding at  May 31, 2000 and

1999, $200,000,000 was issu ed by C aliber. O n

April  28, 2000, FedEx assu m ed all  obligat ion s

re l a t i n g t o  t h e  n o t e s ,  i n c l u d i n g r e s t r i c t i ve

covenants lim it ing the ability of FedEx and it s sub-

sidiaries to in cu r lien s on  asset s an d en ter in to

leas in g t ran sact ion s .  T h ese  n ot es  m at u re  on

August 1, 2006 and bear in terest  at  7.80% .

Tax exem pt  bonds were issued by the Mem phis-

Shelby County Airport  Authority (“MSCAA”) and

the C ity of Indianapolis. Lease agreem ent s with

the MSCAA and a loan  agreem ent  with  the City of

Indianapolis covering the facilit ies and equipm ent

financed with  the bond proceeds obligate FedEx

Express to pay ren tals and loan  paym ents, respec-

t ively, equal to the principal and in terest  due on

the bonds.

Scheduled annual principal m aturit ies of long-term

debt  for the five years subsequent  to May 31, 2000,

are as follows: $6,500,000 in  2001; $202,600,000 in

2002; $6,100,000 in  2003; $25,100,000 in  2004; and

$5,500,000 in  2005.

FedEx’s long-term  debt , exclusive of capital leases,

h a d  c a r r y i n g va l u e s  o f $1,0 6 3 ,0 0 0 ,0 0 0  a n d

$1,178,000,000 at  May 31, 2000 and 1999, respec-

t ively, com pared with  fair values of approxim ately

$1,055,000,000 and $1,250,000,000 at  those dates.

The est im ated fair values were determ ined based

on  quoted m arket  prices or on  the cu rren t  rates

offered for debt  with  sim ilar term s and m aturit ies.

NOTE 6: LEASE COM M ITM ENTS

FedEx u t ilizes certain  aircraft , land, facilit ies and

equipm ent  under capital and operat ing leases that

expire at  various dates th rough 2027. In  addit ion ,

su pplem en t a l  a i rcraft  a re  leased u n der  agree-

m ents that  generally provide for cancellat ion  upon

30 days’ not ice.

T h e  com pon en t s  o f p rope r t y  an d  equ ipm en t

recorded under capital leases were as follows:

May 31, 

In  thousands 2000 1999

Package handling and ground 

support  equipm ent  

and vehicles $226,580 $245,041

Facilit ies 134,442 134,442

Com puter and elect ron ic 

equipm ent  and other 6,852 6,496

367,874 385,979

Less accum ulated am ort izat ion 260,526 268,696

$107,348 $117,283

Rent  expense under operat ing leases for the years

ended May 31 was as follows:

In  thousands 2000 1999 1998

Minim um  ren tals $1,298,821 $1,246,259 $1,135,567

Cont ingent  ren tals 98,755 59,839 60,925

$1,397,576 $1,306,098 $1,196,492

Cont ingent  ren tals are based on  hours flown under

supplem ental aircraft  leases.

A sum m ary of fu tu re m in im um  lease paym en t s

under capital leases and noncancellable operat ing

leases (principally aircraft  and facilit ies) with  an
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in it ial or rem ain ing term  in  excess of one year at

May 31, 2000 is as follows:

Capital Operat ing

In  thousands Leases Leases

2001 $ 15,195 $ 1,258,109

2002 15,174 1,087,035

2003 15,024 990,125

2004 14,894 926,290

2005 14,828 877,701

Thereafter 287,673 9,263,996

$362,788 $14,403,256

At May 31, 2000, the presen t  value of fu ture m in i-

m u m  lease  paym en t s  for  capi t a l  lease  obl iga-

t ion s, in clu din g cert ain  t ax exem pt  bon ds, was

$200,259,000.

FedEx Express m akes paym en t s  u n der  cer t ain

leveraged operat ing leases that  are sufficien t  to pay

principal and in terest  on  certain  pass-through cer-

t ificat es. T h e pass-t h rou gh  cer t ificat es are n ot

direct  obligat ions of, or guaran teed by, FedEx or

FedEx Express.

NOTE 7: PREFERRED STOCK

T h e C ert ificate of In corporat ion  au t h orizes t h e

Board of Directors, at  it s discret ion , to issue up to

4,000,000 sh ares of Series Preferred Stock . T h e

stock  is issuable in  series, which  m ay vary as to

cer t ain  r igh t s an d preferen ces, an d h as n o par

value. As of May 31, 2000, none of these shares had

been  issued.

NOTE 8: COM M ON STOCKHOLDERS’ INVESTM ENT

Stock Compensation Plans

At  May 31, 2000, FedEx had opt ions and awards

ou t st an din g u n der  st ock -based com pen sat ion

plans described below. As of May 31, 2000, there

were 25,210,811 shares of com m on stock  reserved

for  i ssu an ce  u n der  t h ese  p lan s . T h e  Board  of

D irectors h as au t h orized repu rch ase of FedEx’s

com m on  st ock  n ecessary  for  gran t s  u n der  i t s

r e s t r i c t e d  s t o c k  p l a n s .  A s  o f M ay  31,  2 0 0 0 ,

13,418,185 of t h e 27,688,302 total sh ares repu r-

ch ased  by  FedEx a t  an  average  cost  o f $27.42

(in c lu din g t h e 15,000,000 sh ares  repu rch ased

under the curren t  year stock  repurchase program ,

see N ote 9) h ad been  reissu ed u n der t h e above-

m ent ioned plans.

Fe d Ex  a p p l i e s  Ac c o u n t i n g P r i n c i p l e s  Bo a rd

Opinion  N o. 25, “Account ing for Stock  Issued to

Em ployees,”  and related in terpretat ions to m easure

com pensat ion expense for it s plans. Com pensat ion

cost  for the rest ricted stock plans was $12,178,000,

$8,928,000 an d $5,817,000 for  2000, 1999 an d 

1998, respect ively. If com pensat ion cost  for FedEx’s

stock-based com pensat ion  plans had been  deter-

m ined under SFAS N o. 123, “Account ing for Stock-

Based C om pen sat ion ,”  FedEx’s n et  in com e an d

earnings per share would have been the pro form a

am ounts indicated below:

In  thousands, 

except  per share data 2000 1999 1998

N et  incom e:

As reported $688,336 $631,333 $503,030

Pro form a 659,601 609,960 489,556

Earn ings per share, 

assum ing dilu t ion :

As reported $ 2.32 $ 2.10 $ 1.69

Pro form a 2.23 2.03 1.64

The pro form a disclosures, applying SFAS N o. 123,

are n ot  likely to be represen tat ive of pro form a

disclosures for fu tu re years. The pro form a effect

is n ot  expected to be fu lly reflected u n t il 2002,

since SFAS N o. 123 is applicable to opt ions gran ted

by FedEx after May 31, 1995, and because opt ions

vest  over several years and addit ional gran t s cou ld

be m ade.

Fixed Stock Option Plans

Under t he provisions of FedEx’s stock  incen t ive

plan s , opt ion s  m ay be  gran t ed  t o  cer t a in  k ey

em ployees (and, under the 1997 plan , to directors

w h o are  n ot  em ployees of FedEx) t o  pu rch ase

shares of com m on stock  of FedEx at  a price not  less

t h an  it s fair m arket  valu e at  t h e dat e of gran t .

Opt ions gran ted have a m axim um  term  of 10 years.

Vest ing requirem ents are determ ined at  the discre-

t ion  of the Com pensat ion  Com m it tee of the Board

of D irect ors. Presen t ly, opt ion  vest in g periods

range from  one to eigh t  years. At  May 31, 2000,

t h ere were 9,714,810 sh ares available for fu t u re

gran ts under these plans.
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Beginning with  the gran ts m ade on  or after June 1, 1995, the fair value of each  opt ion  gran t  was est im ated

on the gran t  date using the Black-Scholes opt ion-pricing m odel with  the following assum pt ions for each

opt ion  gran t :

2000 1999 1998

Dividend yield 0% 0% 0%

Expected volat ility 30% 25% 25%

Risk-free in terest  rate 5.6%–6.8% 4.2% –5.6% 5.4% –6.5%

Expected lives 2.5–9.5 years 2.5–5.5 years 2.5–6.5 years

The following table sum m arizes in form at ion  about  FedEx’s fixed stock  opt ion  plans for the years ended

May 31:

2000 1999 1998

Weighted- Weighted- Weighted-

Average Average Average 

Exercise Exercise Exercise

Shares Price Shares Price Shares Price

Outstanding at  beginning of year 13,399,532 $23.11 13,388,452 $19.74 13,523,460 $17.09

Granted 3,218,450 50.79 3,377,500 31.80 2,485,544 28.20

Exercised (1,232,699) 18.81 (3,135,640) 17.86 (2,336,984) 13.45

Forfeited (374,632) 33.81 (230,780) 26.59 (283,568) 19.51
������������������������ ������������������������ ������������������������

Outstanding at  end of year 15,010,651 29.12 13,399,532 23.11 13,388,452 19.74
������������� ������������� �������������

Exercisable at  end of year 5,781,855 21.44 4,404,146 18.57 5,349,626 16.92

The weighted-average fair value of opt ions gran ted during the year was $16.63, $9.12 and $8.25 for the

years ended May 31, 2000, 1999 and 1998, respect ively.

The following table sum m arizes in form at ion  about  fixed stock  opt ions ou tstanding at  May 31, 2000:

Opt ions Outstanding Opt ions Exercisable

Weighted- Weighted- Weighted- 

Average Average Average 

Range of N um ber Rem ain ing Exercise N um ber Exercise

Exercise Prices Outstanding Cont ractual Life Price Exercisable Price

$ 8.63–$10.91 281,246 1.2 years $ 9.73 281,246 $ 9.73

12.00– 16.50 2,095,522 3.9 years 15.48 1,649,622 15.51

17.50– 25.19 4,523,806 5.7 years 20.16 2,139,188 20.65

26.44– 37.25 5,068,127 7.7 years 30.61 1,655,299 29.73

38.69– 55.94 3,041,950 9.2 years 51.15 56,500 40.07
������������������������ ������������������������

8.63– 55.94 15,010,651 6.7 years 29.12 5,781,855 21.44

Restricted Stock Plans

Under the term s of FedEx’s Rest ricted Stock  Plans, shares of FedEx’s com m on stock  are awarded to key

em ployees. All rest rict ions on  the shares expire over periods varying from  two to five years from  their date

of award. Sh ares are valu ed at  t h e m arket  price of FedEx’s com m on  st ock  at  t h e dat e of award.

Com pensat ion  related to these plans is recorded as a reduct ion  of com m on stockholders’ investm ent  and

is being am ort ized to expense as rest rict ions on  such  shares expire. The following table sum m arizes in for-

m at ion  about  rest ricted stock  awards for the years ended May 31:

2000 1999 1998

Weighted- Weighted- Weighted- 

Average Average Average 

Shares Fair Value Shares Fair Value Shares Fair Value

Awarded 283,750 $51.90 252,000 $32.71 240,000 $32.99

Forfeited 20,000 37.71 16,900 44.38 28,000 34.94

At May 31, 2000, there were 485,350 shares available for fu ture awards under these plans.
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NOTE 9: COM PUTATION OF EARNINGS PER SHARE

The calcu lat ion  of basic earn ings per share and earn ings per share, assum ing dilu t ion , for the years ended

May 31 was as follows:

In  thousands, except  per share am ounts 2000 1999 1998

Incom e from  cont inu ing operat ions $688,336 $631,333 $498,155

Incom e from  discont inued operat ions – – 4,875

N et  incom e applicable to com m on stockholders $688,336 $631,333 $503,030

Average shares of com m on stock  outstanding 291,727 295,983 293,401

Basic earn ings per share:

Cont inu ing operat ions $ 2.36 $ 2.13 $ 1.70

Discont inued operat ions – – .02

$ 2.36 $ 2.13 $ 1.72

Average shares of com m on stock  outstanding 291,727 295,983 293,401

Com m on equivalen t  shares:

Assum ed exercise of ou tstanding dilu t ive opt ions 12,735 13,090 13,849

Less shares repurchased from  proceeds of assum ed exercise of opt ions (8,136) (8,430) (8,842)

Average com m on and com m on equivalen t  shares 296,326 300,643 298,408

Earn ings per share, assum ing dilu t ion :

Cont inu ing operat ions $ 2.32 $ 2.10 $ 1.67

Discont inued operat ions – – .02

$ 2.32 $ 2.10 $ 1.69

In  Septem ber 1999, FedEx’s Board of Directors approved a plan  that  au thorized the purchase of up to

15,000,000, or approxim ately 5% , of FedEx’s ou tstanding shares of com m on stock . FedEx com pleted it s

purchases under the plan  in  2000 at  an  average cost  of $39.75 per share. As of May 31, 2000, FedEx had

14,128,998 shares in  t reasury for general corporate purposes.

NOTE10: INCOM E TAXES

The com ponents of the provision  for incom e taxes

for the years ended May 31 were as follows:

In  thousands 2000 1999 1998

Curren t  provision :

Dom est ic

Federal $365,137 $385,164 $267,471

State and local 48,837 49,918 32,839

Foreign 39,844 22,730 36,543

453,818 457,812 336,853

Deferred provision  

(credit ):

Dom est ic

Federal (3,444) (21,773) 56,408

State and local 469 (4,437) 7,860

Foreign (1,439) (1,871) 242

(4,414) (28,081) 64,510

$449,404 $429,731 $401,363

Incom e taxes have been  provided for foreign  opera-

t ions based upon the various tax laws and rates of

the count ries in  which  FedEx’s operat ions are con-

du cted. T h ere is n o direct  relat ion sh ip bet ween

FedEx’s overall foreign  incom e tax provision  and

foreign  pretax book  incom e due to t he differen t

m ethods of taxat ion  used by count ries th roughout

t h e  wor ld . In  1998 , FedEx en t i t i es  in  fore ign  

locat ion s repor t ed a n et  foreign  pret ax loss of

$98,000,000, com prisin g foreign  pret ax in com e 

o f $ 2 0 8 ,0 0 0 ,0 0 0  a n d  fo re i gn  p re t a x  l o s s e s

of $306,000,000.
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These benefit  enhancem ents are reflected in  the

fu n ded stat u s of t h e plan s at  M ay 31, 2000 an d

1999, bu t  did not  m aterially affect  pension  cost  in

either year.

PO ST RET IREM EN T  H EALT H  C ARE PLAN S.

FedEx Express offers m edical and dental coverage

to eligible U .S. ret irees and their eligible depen-

dents. Vision  coverage is provided for ret irees, bu t

n ot  t h eir  depen den t s . Su bst an t ia l ly  a l l  FedEx

Express U.S. em ployees becom e eligible for these

benefit s at  age 55 and older, if they have perm a-

nent , cont inuous service with  FedEx Express of at

least 10 years after at tainm ent  of age 45 if h ired

prior to January 1, 1988, or at  least  20 years after

at tainm ent  of age 35 if h ired on  or after January 1,

1988. Life insurance benefit s are provided only to

ret irees of the form er Tiger In ternat ional, Inc. who

ret ired prior to acqu isit ion . FedEx Ground offers

sim ilar benefit s to it s eligible ret irees.

NOTE11: EM PLOYEE BENEFIT PLANS

PEN SION  PLAN S. FedEx sponsors defined benefit

pension  plans covering a m ajority of all em ployees.

The largest  plans cover certain  U.S. em ployees age

21 and over, with  at  least  one year of service, and

provide ben efit s based on  average earn in gs an d

years of service. Plan  funding is actuarially deter-

m ined, and is also subject  to certain  tax law lim ita-

t ions. In ternat ional defined benefit  pension  plans

provide benefit s prim arily based on  final earn ings

and years of service and are funded in  accordance

with  local laws and incom e tax regulat ions. Plan

assets consist  prim arily of m arketable equity secu-

rit ies and fixed incom e inst rum ents. During 1999,

benefit s provided under certain  of FedEx’s pension

plan s were en h an ced, prin cipally in  con n ect ion

with  the rat ificat ion  on  February 4, 1999, of a col-

l ect ive  ba rga in in g agreem en t  bet ween  FedEx

Express and the Fedex Pilot s Associat ion  (“FPA”).

A reconciliat ion  of the statu tory federal incom e tax rate to FedEx’s effect ive incom e tax rate for the years

ended May 31 is as follows:

2000 1999 1998

Statu tory U.S. incom e tax rate 35.0% 35.0% 35.0%

Increase resu lt ing from :

State and local incom e taxes, net  of federal benefit 2.8 2.8 2.7

N onrecurring item s (1998 Caliber acquisit ion) – – 3.1

Other, net 1.7 2.7 3.8

Effect ive tax rate 39.5% 40.5% 44.6%

Effect ive tax rate (excluding nonrecurring item ) 39.5% 40.5% 41.5%

The sign ifican t  com ponents of deferred tax asset s and liabilit ies as of May 31 were as follows:

In  thousands 2000 1999

Deferred Deferred Deferred Deferred

Tax Tax Tax Tax

Assets Liabilities Assets Liabilit ies

Property, equipm ent  and leases $206,239 $686,547 $122,515 $608,719

Em ployee benefit s 207,297 127,784 198,750 79,374

Self-insurance accruals 245,923 – 228,020 –

Other 224,615 96,572 233,331 97,264

$884,074 $910,903 $782,616 $785,357
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The following table provides a reconciliat ion  of the changes in  the pension  and post ret irem ent  health  care

plans’ benefit  obligat ions and fair value of asset s over the two-year period ended May 31, 2000 and a state-

m ent  of the funded status as of May 31, 2000 and 1999:

Pension Post ret irem ent

In  thousands Plans Health  Care Plans

2000 1999 2000 1999

CHAN GE IN  BEN EFIT OBLIGATION

Benefit  obligat ion  at  beginning of year $ 4,385,519 $4,121,795 $ 246,186 $ 217,027

Service cost 337,780 331,005 26,450 23,676

In terest  cost 336,143 288,221 19,579 16,962

Am endm ents, benefit  enhancem ents and acquisit ions 12,853 125,145 1,420 1,681

Actuarial gain (510,132) (427,179) (28,607) (7,402)

Plan  part icipant  cont ribu t ions – – 1,112 679

Foreign  currency exchange rate changes (618) 3,112 – –

Benefit s paid (67,800) (56,580) (9,133) (6,437)

Benefit  obligat ion  at  end of year $ 4,493,745 $4,385,519 $ 257,007 $ 246,186

CHAN GE IN  PLAN  ASSETS

Fair value of plan  asset s at  beginning of year $ 4,952,431 $4,434,870 $ – $ –

Actual return  on  plan  asset s 630,706 451,738 – –

Foreign  currency exchange rate changes (5,192) (1,283) – –

Com pany cont ribu t ions 217,271 123,686 8,021 5,758

Plan  part icipant  cont ribu t ions – – 1,112 679

Benefit s paid (67,800) (56,580) (9,133) (6,437)

Fair value of plan  asset s at  end of year $ 5,727,416 $4,952,431 $ – $ –

FUN DED STATUS OF THE PLAN S $ 1,233,671 $ 566,912 $(257,007) $(246,186)

Unrecognized actuarial gain (1,173,903) (595,238) (49,286) (20,809)

Unrecognized prior service cost 121,697 132,116 254 291

Unrecognized t ransit ion  am ount (10,529) (11,852) – –

Prepaid (accrued) benefit  cost $ 170,936 $ 91,938 $(306,039) $(266,704)

AMOUN TS RECOGN IZED IN  THE BALAN CE SHEET AT MAY 31:

Prepaid benefit  cost $    302,935 $ 188,423 $ – $ –

Accrued benefit  liability (131,999) (96,485) (306,039) (266,704)

Minim um  pension  liability (12,662) (86,000) – –

In tangible asset 12,662 86,000 – –

Prepaid (accrued) benefit  cost $ 170,936 $ 91,938 $(306,039) $(266,704)

N et  periodic benefit  cost  for the years ended May 31 was as follows:

Post ret irem ent

In  thousands Pension  Plans Health  Care Plans

2000 1999 1998 2000 1999 1998

Service cost $ 337,780 $ 331,005 $ 250,753 $26,450 $23,676 $18,385

In terest  cost 336,143 288,221 245,697 19,579 16,962 14,767

Expected return  on  plan  asset s (546,169) (483,709) (377,421) – – –

N et  am ort izat ion  and deferral 5,977 (1,948) (2,304) (93) (211) (709)

$ 133,731 $ 133,569 $ 116,725 $45,936 $40,427 $32,443

WEIGHTED-AVERAGE ACTUARIAL ASSUMPTION S

2000 1999 1998 2000 1999 1998

Discount  rate 8.5% 7.5% 7.0% 8.3% 7.3% 7.2%

Rate of increase in  fu ture

com pensat ion  levels 5.0 4.6 4.6 – – –

Expected long-term  rate of

return  on  asset s 10.9 10.9 10.3 – – –
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The following table provides a reconciliat ion  of reportable segm ent  revenues, depreciat ion  and am ort iza-

t ion , operat ing incom e and segm ent  asset s to FedEx’s consolidated financial statem ent  totals:

FedEx FedEx Consolidated

In thousands Express Ground Other Total

Revenues

2000 $15,068,338 $2,032,570 $1,156,037 $18,256,945

1999 13,979,277 1,878,107 916,086 16,773,470

1998 13,254,841 1,710,882 907,087 15,872,810

Depreciat ion  and am ort izat ion

2000 $ 997,735 $ 99,140 $ 57,988 $ 1,154,863

1999 912,002 82,640 40,476 1,035,118

1998 844,606 79,835 39,291 963,732

Operat ing incom e

2000 $ 899,610 $ 225,812 $ 95,652 $ 1,221,074

1999 871,476(1) 231,010 60,600 1,163,086

1998 836,733 171,203 2,724(2) 1,010,660

Segm ent  asset s

2000 $ 9,740,539 $1,057,519 $ 729,053 $11,527,111

1999 9,115,975 896,723 635,513 10,648,211

(1) Includes $81,000,000 of st rike cont ingency cost s. See N ote 16.

(2) Includes $74,000,000 of m erger expenses.

T h e project ed ben efit  obligat ion , accu m u lat ed

benefit  obligat ion , and fair value of plan  asset s for

the pension  plans with  accum ulated benefit  obli-

gat ions in  excess of plan  asset s were $177,900,000,

$126,300,000 an d $2,700,000, respect ively, as of

May 31, 2000, and $201,700,000, $172,800,000 and

$2,600,000, respect ively, as of May 31, 1999. The

m in im u m  pen sion  l iabil i t y an d correspon din g

in tangible asset  recognized in  the balance sheet  at

May 31, 1999, relate principally to the collect ive

bargain ing agreem ent  between  FedEx Express and

the FPA. During 2000, FedEx obtained the necessary

approvals to fu n d a su bstan t ial port ion  of t h ese

benefit s in  the qualified pension plan, and the m in i-

m u m  liabilit y an d related in tan gible asset  h ave

been  reduced accordingly.

FedEx Express’s fu ture m edical benefit  costs were

est im ated to increase at  an  annual rate of 8.5%  dur-

ing 2001, decreasing to an  annual growth  rate of

6.3%  in  2006 and thereafter. Future dental benefit

costs were est im ated to increase at  an  annual rate

of 7.5%  du r in g 2001, decreas in g t o  an  an n u al

growth rate of 6.3%  in  2006 and thereafter. FedEx

Express ’s  cost  i s  capped  a t 150%  of t h e 1993

em ployer cost  and, therefore, will not  be subject  to

m edical and dental t rends after the capped cost  is

at tained, projected to be in  2001. A 1%  change in

these annual t rend rates would not  have a signifi-

can t  im pact  on  t he accum ulated post ret irem en t

benefit  obligat ion at  May 31, 2000, or 2000 benefit

expense. Claim s are paid as incurred.

PRO FIT  SH ARIN G  PLAN S. T h e profit  sh arin g

plans cover a m ajority of U.S. em ployees age 21 and

over, with  at  least  one year of service with  FedEx as

of the cont ribu t ion  date. The plans provide for dis-

cret ion ary em ployer  con t r ibu t ion s, w h ich  are

determ in ed an n u ally by t h e Board of D irectors.

Profit  sharing expense was $125,300,000 in  2000,

$137,500,000 in 1999 an d $124,700,000 in 1998.

Included in  these expense am ounts are cash  dist ri-

bu t ions m ade direct ly to em ployees of $39,100,000,

$46,800,000 an d $43,100,000 in  2000, 1999 an d

1998, respect ively.

NOTE12: BUSINESS SEGM ENT INFORM ATION

FedEx Corporat ion  is a global t ransportat ion  and

logist ics provider prim arily com posed of FedEx

Express, the world’s largest  express t ransportat ion

com pany, and FedEx Ground, a ground sm all-package

carrier. Other operat ing com panies included in the

FedEx Corporat ion portfolio are FedEx Logist ics, a

contract  logist ics provider; FedEx Custom  Crit ical, 

a crit ical-shipm ent carrier; FedEx Trade N etworks, a

globa l  t rade  se r v i ce s  com pan y ; an d  Vik in g,  

a regional less-than-truckload freight  carrier operat-

ing principally in the western United States. Other

also includes certain unallocated corporate item s.

FedEx has determ ined it s reportable operat ing seg-

m en t s to be FedEx Express an d FedEx G rou n d,

both  of which  operate in  single lines of business.

FedEx evaluates financial perform ance based on

operat ing incom e.
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The following table provides a reconciliat ion  of reportable segm en t  capital expenditu res to FedEx’s 

consolidated totals for the years ended May 31:

FedEx FedEx Consolidated

In thousands Express Ground Other Total

2000 $1,330,904 $244,073 $52,441 $1,627,418

1999 1,550,161 179,969 39,816 1,769,946

1998 1,761,963 78,041 40,169 1,880,173

The following table presen ts FedEx’s revenue by service type and geographic in form at ion  for the years

ended or as of May 31:

In  thousands 2000 1999 1998

REVEN UE BY SERVICE TYPE

FedEx Express:

Package:

U.S. overn ight $ 7,537,844 $ 7,185,462 $ 6,810,211

U.S. deferred 2,428,002 2,271,151 2,179,188

In ternat ional priority 3,551,593 3,018,828 2,731,140

Freight :

U.S. 566,259 439,855 337,098

In ternat ional 492,280 530,759 597,861

Other 492,360 533,222 599,343

Total FedEx Express 15,068,338 13,979,277 13,254,841

FedEx Ground 2,032,570 1,878,107 1,710,882

Other 1,156,037 916,086 907,087

$18,256,945 $16,773,470 $15,872,810

GEOGRAPHIC IN FORMATION  (1)

Revenues:

U.S. $13,804,849 $12,910,107 $12,231,537

In ternat ional 4,452,096 3,863,363 3,641,273

$18,256,945 $16,773,470 $15,872,810

Long-lived asset s:

U.S. $ 7,224,219 $ 6,506,424

In ternat ional 1,018,148 1,000,759

$ 8,242,367 $ 7,507,183

(1) Generally, in ternat ional revenue includes sh ipm ents that  either originate in  or are dest ined to locat ions ou tside the United States. Long-lived asset s include

property and equipm ent , goodwill and other long-term  asset s. Fligh t  equipm ent  is allocated between  geographic areas based on  usage.

NOTE13: SUPPLEM ENTAL CASH FLOW  INFORM ATION

Cash  paid for in terest  expense and incom e taxes for the years ended May 31 was as follows:

In  thousands 2000 1999 1998

In terest  (net  of capitalized in terest ) $124,964 $114,326 $130,250

Incom e taxes 354,614 437,340 355,563

N oncash  invest ing and financing act ivit ies for the years ended May 31 were as follows:

In  thousands 2000 1999 1998

Fair value of asset s surrendered under exchange agreem ents (with  two airlines) $19,450 $48,248 $90,428

Fair value of asset s acquired under exchange agreem ents 28,018 34,580 78,148

Fair value of asset s surrendered (under) over fair value of asset s acquired $ (8,568) $13,668 $12,280

Fair value of t reasury stock  issued in  business acquisit ion $ 6,817 $ – $ –
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At May 31, 2000, FedEx Express was com m it ted to

purchase 28 MD11s, 13 DC10s (in  addit ion  to those

discussed in  the following paragraph) and 75 Ayres

ALM 200s to be delivered through 2007. Deposit s

an d progress paym en t s of $7,100,000 h ave been

m ade toward these purchases.

FedEx Express has agreem ents with  two airlines to

acqu ire 53 DC10 aircraft  (49 of wh ich  had been

received as of May 31, 2000), spare part s, aircraft

en gin es an d ot h er equ ipm en t , an d m ain ten an ce

services in  exchange for a com binat ion of aircraft

engine noise reduct ion kits and cash. Delivery of

t h ese aircraft  began  in 1997 an d w ill  con t in u e

through 2001. Addit ionally, these airlines m ay exer-

c ise  pu t  opt ion s  t h rou gh  D ecem ber  31, 2003,

requiring FedEx Express to purchase up to 11 addi-

t ional DC10s along with  addit ional aircraft  engines

and equipm ent .

In  April 2000, pu t  opt ions were exercised by an  air-

line requiring FedEx Express to purchase six DC10s

(in  addit ion  to t hose discussed in  t he preceding

paragraph) for a total purchase price of $26,400,000.

Delivery of the aircraft  is expected to be com pleted

by April 2001.

In  January 1999, pu t  opt ions were exercised by an

airlin e requ irin g FedEx Express to pu rch ase six

DC10s (in  addit ion  to those discussed above) for a

total purchase price of $21,150,000. Delivery of five

of the aircraft  was com pleted by August 1999, and

the com m itm ent  to purchase the sixth  aircraft  has

been  cancelled.

FedEx has en tered in to jet  fuel hedging con t ract s

on  behalf of it s subsidiary FedEx Express, which

are  design ed t o  l im i t  i t s  exposu re  t o  flu ct u a-

t ions in  jet  fuel prices. Under these jet  fuel hedging

con t ract s, FedEx m akes (or receives) paym en t s

based on  the difference between  a fixed price and

the m arket  price of jet  fuel, as determ ined by an

index of spot  m arket  prices represen t ing various

geograph ic regions. The difference is recorded as

an  increase or decrease in  fuel expense. Under jet

fuel hedging contracts, FedEx received $18,512,000

in  2000 an d m ade paym en t s of $28,764,000 in

1998. T h ere was n o jet  fu el h edgin g act ivit y in

1999. As of May 31, 2000, con t ract s in  place to fix

the price of jet  fuel cover a total not ional volum e

of 352,822,000 gallons, or approxim ately one-th ird

of the est im ated usage in  2001. Based on  curren t

m arket  prices, the fair value of these jet  fuel hedg-

ing con t ract s, which  have no carrying value, was

an  asset  of approxim ately $51,060,000 at  May 31,

2000. T h ere were n o su ch  jet  fu el h edgin g con -

t ract s in  place at  May 31, 1999.

NOTE15: LEGAL PROCEEDINGS

FedEx and it s subsidiaries are subject  to legal pro-

ceedin gs an d claim s t h at  arise in  t h e ordin ary

course of their business. In  the opin ion  of m anage-

m ent , the aggregate liability, if any, with  respect  to

these act ions will not  m aterially adversely affect

FedEx’s financial posit ion  or resu lt s of operat ions.

NOTE16: OTHER EVENTS

In  2000, FedEx Express recorded n on operat in g

gains of approxim ately $11,000,000 from  the sale of

securit ies and approxim ately $12,000,000 from  the

insurance set t lem ent  for a leased MD11 dest royed

in  October 1999.

To avoid service in terrupt ions related to a threat -

ened st rike by the FPA in  N ovem ber 1998, FedEx

and FedEx Express im plem ented st rike cont ingency

plan s  in c lu d in g en t e r in g in t o  agreem en t s  for

NOTE14: COM M ITM ENTS AND CONTINGENCIES

FedEx’s annual purchase com m itm ents under various contracts as of May 31, 2000, were as follows:

Aircraft -

In  thousands Aircraft Related(1) Other(2) Total

2001 $222,500 $427,600 $376,300 $1,026,400

2002 252,000 381,300 18,300 651,600

2003 441,700 456,900 7,600 906,200

2004 235,000 446,500 7,600 689,100

2005 165,400 452,200 7,600 625,200

(1) Prim arily aircraft  m odificat ions, rotables, spare part s and spare engines.

(2) Prim arily facilit ies, veh icles, com puter and other equipm ent .
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NOTE17: SUM M ARY OF QUARTERLY OPERATING RESULTS (UNAUDITED)

First Second Third Fourth

In  thousands, except  earn ings per share Quarter Quarter Quarter Quarter

2000

Revenues $4,319,977 $4,570,104 $4,518,057 $4,848,807

Operat ing incom e 283,807 304,535 206,472 426,260

Incom e before incom e taxes 262,880 282,928 186,998 404,934

N et  incom e 159,034 171,183 113,128 244,991

Earnings per com m on share $ .53 $ .58 $ .39 $ .86

Earnings per com m on share – assum ing dilu t ion $ .52 $ .57 $ .39 $ .85

1999 (1)

Revenues $4,082,302 $4,209,237 $4,098,418 $4,383,513

Operat ing incom e 283,843 336,987 152,038 390,218

Incom e before incom e taxes 255,348 312,404 121,269 372,043

N et  incom e 149,379 182,756 77,833 221,365

Earn ings per com m on share $ .51 $ .62 $ .26 $ .74

Earn ings per com m on share – assum ing dilu t ion $ .50 $ .61 $ .26 $ .73

(1) Third quarter 1999 resu lt s included approxim ately $91,000,000 of expenses ($54,100,000 net  of tax or $.18 per share, assum ing dilu t ion) for cont ingency

plans m ade by FedEx related to the th reatened st rike by the FPA.

addit ional third-party air and ground t ransportat ion

and establish ing special financing arrangem ent s.

Su bsequ en t ly, a five-year collect ive bargain in g

agreem ent  was rat ified by the FPA m em bership in

February 1999 and becam e effect ive May 31, 1999.

Costs associated with these cont ingency plans were

approxim ately $91,000,000. Of these cost s, approx-

im ately $81,000,000, prim arily the cost  of contracts

for supplem ental airlift  and ground t ransportat ion,

was included in  operat ing expenses. The rem aining

$10,000,000 was included in  nonoperat ing expenses

and represents the costs associated with obtaining

addit ional short-term  financing capabilit ies.

In 1998, FedEx Express  rea l ized  a  n et  ga in  of

$17,000,000 from  the insurance set t lem ent and the

release from  certain  related liabilit ies on  a leased

MD11 aircraft  destroyed in an accident  in July 1997.

T h e  ga in  was  recorded  in  opera t in g an d  n on -

operat ing incom e in substantially equal am ounts.

FedEx in cu rred $88,000,000 of m erger expen ses

related to the acquisit ion  of Caliber and the form a-

t ion  of FedEx in 1998, prim arily investm ent  bank-

in g fees an d paym en t s to m em bers of C aliber’s

m anagem ent  in  accordance with  pre-exist ing m an-

agem en t  ret en t ion  agreem en t s .  T h ere  a re  n o

rem ain ing accrued cost s at  May 31, 2000 related to

the m erger.

O n  M arch  27, 1997, C aliber an n ou n ced a m ajor

restructuring of its Viking subsidiary. In  connect ion

with  the rest ructu ring, Vik ing recorded a pretax

rest ructu ring charge of $85,000,000 ($56,400,000

net  of tax) in  the period from  January 1, 1997 to

May 24, 1997. This rest ructuring charge is included

in  the adjustm ent  to conform  Caliber’s fiscal year

in  t h e accom pan yin g C on solidat ed St at em en t s 

o f C h an ges in  Stock h olders’ In vest m en t  an d

Comprehensive Incom e and, therefore, is excluded

from  t h e C on solidat ed St at em en t s of In com e.

C om pon en t s  of t h e $85,000,000 rest ru ct u rin g

charge included asset  im pairm ent  charges, fu ture

lease cost s  an d ot h er  con t ract u al  obl igat ion s,

em ployee severance and other benefit s and other

exit  cost s. Gains on  asset s sold in  the rest ructur-

in g of $16,000,000 were recogn ized in  t h e t h ird

quarter of 1998 and est im ates, prim arily for fu ture

lease cost s, were revised in  2000 resu lt in g in  a

favorable adjustm ent  of approxim ately $10,000,000.

T h ere are n o rem ain in g accru ed rest ru ct u rin g

costs at  May 31, 2000.

On N ovem ber 6, 1995, Caliber announced plans to

exit  the airfreigh t  business served by it s wholly-

owned subsidiary, Roadway Global Air, Inc. Incom e

from  discont inuance of $4,875,000, net  of tax, in

1998 included the favorable set t lem ent  of leases

and other cont ractual obligat ions.
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To the Stockholders of FedEx Corporat ion :

We have audited the accom panying consolidated

balance sheets of FedEx Corporat ion  (a Delaware

corporat ion) and subsidiaries as of May 31, 2000

and 1999, and the related consolidated statem ents

of in com e, ch an ges in  stock h olders’ in vest m en t

and com prehensive incom e and cash  flows for each

of t h e t h ree years in  t h e period en ded M ay 31,

2000. These financial statem ents are the responsi-

bility of FedEx’s m anagem ent . Our responsibility

is to express an  opin ion  on  these financial state-

m ents based on  our audit s.

We conducted our audits in  accordance with  audit -

in g st an dards gen erally accepted in  t h e U n it ed

States. Those standards require that  we plan  and

perform  the audit  to obtain  reasonable assurance

abou t  w h et h er t h e fin an cial statem en t s are free 

of m aterial m isstatem ent . An audit  includes exam -

in in g, on  a t est  basis, eviden ce su pport in g t h e

am ou n t s an d disclosu res in  t h e fin an cial st ate-

m en t s .  An  au d i t  a l so  in c lu des  a s ses s in g t h e

accou n t in g prin ciples u sed an d sign ifican t  est i-

m ates m ade by m anagem ent , as well as evaluat ing

the overall financial statem en t  presen tat ion . We

believe that  our audits provide a reasonable basis

for our opinion.

In  our opin ion , the financial statem ent s referred 

to above presen t  fairly, in  all m aterial respect s, 

the financial posit ion  of FedEx Corporat ion  as of

May 31, 2000 and 1999, and the results of its opera-

t ions and its cash flows for each of the three years in

the period ended May 31, 2000, in  conform ity with

accou n t in g prin ciples gen erally accepted in  t h e

United States.

Mem phis, Tennessee

June 27, 2000

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
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Years ended May 31, 

In  thousands, except  per share am ounts 

and Other Operat ing Data 2000 1999 1998 1997 1996

OPERATIN G RESULTS

Revenues $18,256,945 $16,773,470 $15,872,810 $14,237,892 $12,721,791

Operat ing incom e(1) 1,221,074 1,163,086 1,010,660 507,002 779,552

Incom e from  cont inu ing operat ions 

before incom e taxes 1,137,740 1,061,064 899,518 425,865 702,094

Incom e from  cont inu ing operat ions 688,336 631,333 498,155 196,104 400,186

Incom e (loss) from  

discont inued operat ions(2) – – 4,875 – (119,614)

N et  incom e(1) $ 688,336 $ 631,333 $ 503,030 $ 196,104 $ 280,572

PER SHARE DATA

Earnings (loss) per share:

Basic:

Cont inu ing operat ions $ 2.36 $ 2.13 $ 1.70 $ .67 $ 1.38

Discont inued operat ions(2) – – .02 – (.41)

$ 2.36 $ 2.13 $ 1.72 $ .67 $ .97

Assum ing dilu t ion :

Cont inu ing operat ions $ 2.32 $ 2.10 $ 1.67 $ .67 $ 1.37

Discont inued operat ions(2) – – .02 – (.41)

$ 2.32 $ 2.10 $ 1.69 $ .67 $ .96

Average shares of com m on stock 291,727 295,983 293,401 291,426 289,390

Average com m on and com m on 

equivalen t  shares 296,326 300,643 298,408 294,456 291,686

Cash  dividends (3) – – – – –

FIN AN CIAL POSITION

Property and equipm ent , net $ 7,083,527 $ 6,559,217 $ 5,935,050 $ 5,470,399 $ 4,973,948

Total asset s 11,527,111 10,648,211 9,686,060 9,044,316 8,088,241

Long-term  debt , less curren t  port ion 1,776,253 1,359,668 1,385,180 1,597,954 1,325,277

Com m on stockholders’ investm ent 4,785,243 4,663,692 3,961,230 3,501,161 3,312,440

OTHER OPERATIN G DATA

FedEx Express:

Operat ing weekdays 257 256 254 254 256

Aircraft  fleet 663 634 613 584 557

FedEx Ground:

Operat ing weekdays 254 253 256 254 252

Average fu ll-t im e 

equivalen t  em ployees 163,324 156,386 150,823 145,995

(1) In  connect ion  with  it s rest ructuring, Vik ing recorded a pretax asset  im pairm ent  charge of $225,000,000 ($175,000,000, net  of tax) in 1997.

(2) Discont inued operat ions include the operat ions of Roadway Express, Inc., a wholly-owned subsidiary of Caliber, whose shares were dist ribu ted to Caliber

stockholders on  January 2, 1996, and Roadway Global Air, Inc., a wholly-owned subsidiary of Caliber, which  exited the airfreigh t  business in  calendar 1995.

(3) Caliber declared dividends of $3,899,000, $28,184,000, and $54,706,000, for 1998, 1997, and 1996, respect ively. Caliber declared addit ional dividends of

$10,833,000 from  January 1, 1997 to May 25, 1997 that  are not  included in  the preceding am ounts. FedEx has never paid cash  dividends on  it s com m on stock .

SELECTED CONSOLIDATED FINANCIAL DATA
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ROBERT H. ALLEN (2)

Private Investor and Managing Partner

Challenge Investm ent  Partners

Investm ent  firm

JAMES L. BARKSDALE (3)

Founder

The Barksdale Group

Venture capital firm

ROBERT L. COX (1)

Partner

Waring Cox

Law  firm

RALPH D. D EN UN ZIO (2* )

President

Harbor Poin t  Associates, Inc.

Private investm ent  and  consult ing firm

JUDITH L. ESTRIN (3* ) 

President  and Chief Execut ive Officer

Packet  Design , Inc.

In ternet  technology  com pany

PHILIP GREER (1* ) 

Senior Managing Director

Weiss, Peck  & Greer, L.L.C.

Investm ent  m anagem ent  firm

J.R. HYDE, III (2)

Chairm an

Pit tco Managem ent , LLC

Investm ent  m anagem ent  com pany

DR. SHIRLEY A. JACKSON (3)

President

Rensselaer Polytechnic Inst itu te

Technological un iversity

GEORGE J. MITCHELL (1)

Special Counsel

Verner, Liipfert , Bernhard, 

McPherson  and Hand 

Law  firm

FREDERICK W. SMITH

Chairm an, President  and 

Chief Execut ive Officer

FedEx Corporat ion

DR. JOSHUA I. SMITH (1)

Vice Chairm an and President

iGate, Inc.

Broadband netw ork ing com pany

PAUL S. WALSH (2)

Group Chief Operat ing Officer

Diageo plc

Consum er food  and  beverage com pany

PETER S. WILLMOTT (1)

Chairm an and Chief Execut ive Officer

Willm ot t  Services, Inc.

Retail and  consult ing firm

(1) Audit  Com m it tee
(2) Com pensat ion  Com m it tee
(3) Inform at ion  Technology Oversigh t

Com m it tee
(*) Com m it tee Chair

BOARD OF DIRECTORS
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FedEx Corporation

FREDERICK W. SMITH

Chairm an, President  and

Chief Execut ive Officer

ALAN  B. GRAF, JR.

Execut ive Vice President  and
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ROBERT B. CARTER 

Execut ive Vice President  and 

Chief Inform at ion  Officer

FedEx Express

DAVID J. BRON CZEK

President  and Chief Execut ive Officer

DAVID F. REBHOLZ

Execut ive Vice President ,

Operat ions and System s Support

MICHAEL L. DUCKER

Execut ive Vice President ,

In ternat ional

FedEx Logistics

JOSEPH C. M CCARTY

President  and Chief Execut ive Officer

FedEx Trade Networks

G. EDMON D CLARK

President  and Chief Execut ive Officer

KEN N ETH R. MASTERSON

Execut ive Vice President ,

General Counsel and Secretary

T. MICHAEL GLEN N

Execut ive Vice President ,

Market  Developm ent  and

Corporate Com m unicat ions

JAMES S. HUDSON

Corporate Vice President  and

Chief Account ing Officer

FedEx Ground

DAN IEL J. SULLIVAN

President  and Chief Execut ive Officer

IVAN  T. HOFMAN N

Execut ive Vice President  and 

Chief Operat ing Officer

RODGER G. MARTICKE

Execut ive Vice President

FedEx Custom Critical

R. BRUCE SIMPSON

President  and Chief Execut ive Officer

Viking Freight

DOUGLAS G. DUN CAN

President  and Chief Execut ive Officer

EXECUTIVE OFFICERS



CORPORATE INFORM ATION

STOCK LISTIN G: FedEx Corporat ion’s com m on

stock  is listed on  The N ew York  Stock  Exchange

under the t icker sym bol FDX.

STO C KH O LD ERS: At  Ju ly 15, 2000, t h ere were

16,293 stockholders of record.

MARKET IN FORMATION : Following are high and

low sale prices, by quarter, for FedEx Corporat ion

com m on stock in  2000 and 1999 adjust ing for a two-

for-one stock split  in  the form  of a 100%  stock divi-

dend that  was paid on May 6, 1999, to stockholders

of record on April 15, 1999. N o cash dividends have

been declared by the Com pany.

First  Second Third Fourth  

Quarter Quarter Quarter Quarter

FY 2000

High $57 1 ⁄800 $47 5⁄160 $47 15⁄16 $42 7⁄16

Low 38 1 ⁄200 34 7⁄80 0 33 3⁄160 30 9⁄16

FY 1999

High $3329⁄32 $3323⁄32 $49 00000 $61 7⁄80

Low 2411⁄32 2113⁄16 33 9⁄320 44 9⁄16

C O RPO RAT E H EA D Q U A RT ERS: 9 4 2  So u t h

Sh ady G rove Road, M em ph is, Ten n essee 38120,

(901) 369-3600.

AN N UAL M EET IN G : T h e an n u al  m eet in g of

stockholders will be held at  the West in  William

Penn Hotel, 530 William  Penn Place, Pit t sburgh ,

Pennsylvania on  Monday, Septem ber 25, 2000, at

10:00 a.m . EDT.

G EN ERAL AN D  M ED IA IN Q U IRIES: C on tact

Sh i r lee  M . C lark , D irect or, Pu bl ic  Rela t ion s , 

FedEx Corporat ion , 942 South  Shady Grove Road,

Mem phis, Tennessee 38120, (901) 395-3460. 

SH AREOWN ER AC C O U N T  IN Q U IRIES: C on -

t act  Equ iserve – First  C h icago Tru st  D ivision ,

Shareholder Services, P.O. Box 2500, Jersey City,

N ew Jersey 07303-2500, (800) 446-2617 /  John  H.

Ru occo (312) 407-5153. For in form at ion  on  t h e

D irect Service™ In vest m en t  Program  for Sh are-

owners of FedEx Corporat ion , call (800) 524-3120.

This program  provides an  alternat ive to t radit ional

retail brokerage m et h ods of pu rch asin g, h oldin g

and selling FedEx com m on stock .

FIN A N C IA L IN FO RM AT IO N , IN C LU D IN G

FORM 10-K: Copies of FedEx Corporat ion’s Annual

Report  on  Form 10-K (excluding exh ibit s), other

FedEx docu m en t s filed w it h  t h e Secu rit ies an d

Exch an ge C om m ission  (SEC ) an d ot h er  FedEx

financial and stat ist ical inform ation are available on

FedEx’s Web site at  www.fedex.com . You  will be

m ailed a copy of the Form 10-K upon  request  to

Investor Relat ions, FedEx Corporat ion, 942 South

Sh ady G rove Road, M em ph is, Ten n essee 38120,

(901) 818-7200. FedEx docum en t s fi led elect ron -

ical ly w it h  t h e SEC  can  also be fou n d on  t h e

In ternet  at  the SEC’s Web site at  www.sec.gov.

IN ST IT U T IO N A L IN VESTO R  IN Q U IR IES:

Contact  J.H. Clippard, Jr., Vice President , Investor

Relations, FedEx Corporation, 942 South Shady Grove

Road, Mem phis, Tennessee 38120, (901) 818-7200, 

or visit  FedEx’s Web site at www.fedex.com .

AU D ITO RS: Ar t h u r  An dersen  LLP, M em ph is ,

Tennessee.

EQUAL EMPLOYMEN T OPPORTUN ITY: FedEx

Corporat ion  is firm ly com m it ted to afford Equal

Em ploym ent  Opportunity to all individuals regard-

less of age, sex, race, color, religion , nat ional ori-

gin , cit izensh ip, disability, or status as a Vietnam

era or special disabled veteran . We are st ron gly

bound to th is com m itm ent  because adherence to

Equal Em ploym ent  Opportunity principles is the

on ly acceptable way of life. We adh ere to t h ose

prin ciples n ot  ju st  becau se t h ey’re t h e law, bu t

because it ’s the righ t  th ing to do.

SERVIC E M ARKS: Federal Express,® FedEx,® an d

t h e FedEx ® logo are registered service m ark s of

Federal Express Corporat ion . Reg. U.S. Pat . & Tm .

O ff. an d in  cert ain  ot h er cou n t ries. T h e FedEx

ExpressSM logo, the FedEx GroundSM logo and the

FedEx Custom  Crit icalSM logo are service m arks of

Federal Express Corporat ion .

Port ions of th is annual report  were prin ted on  recycled paper.D
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