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FedEx Paid 4.2% Federal Tax Rate over 5 years
Memphis-Based Firm Shifted Hundreds of Millions Offshore Last Year

In November of 2011, Citizens for Tax Justice released a report analyzing the federal
income taxes paid by hundreds of profitable Fortune 500 corporations during the three-
year period between 2008 and 2010. The report identified 78 companies that had
managed to avoid paying any federal income tax in at least one year over this period.
FedEx was one of these companies. The report also showed that over the three-year
period as a whole, FedEx paid an effective tax rate of just 0.9 percent on nearly $4.3
billion of US profits. This brief extends our previous analysis to include fiscal years 2011
and 2012, and finds that the company’s tax rate for the five-year period remains quite
low, at 4.2 percent.

The annual reports filed by FedEx with the Securities and Exchange Commission make it
possible to calculate the federal and foreign income tax rates paid by the company each
year. The table at right shows our estimates of the US pretax income, current federal
income tax and effective tax rate for FedEx in each of the past five years.
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successful in reducing its tax rate well below the

statutory 35 percent federal income tax rate. In (S-millions)

particular: vegr  Pretax  Federal  Federal
m Between 2008 and 2012, FedEx reported US profit income tax tax rate
$9.381 billion in US pretax income, and paid just ~ 2008 $1,208 $-38 -3%
$395 million in current federal income taxes. 2009 $1,289 $15 1%
This computes to a 4.2 percent effective tax rate 2010 $1,749 $ 60 3%
over this period. 2011 $2,706  $-135 5%

® |n two years during this period, 2008 and 2012 $2428 $493 20%

2011, the company actually didn’t pay a dime in 5 years: $9,381 $ 395 4.2%
federal income taxes, instead enjoying tax
rebates of $38 million in 2008 and $135 million
in 2011.

Source: FedEx's 10-K Annual Reports.
Citizens for Tax Justice, September 2013

While it is difficult to know exactly which tax breaks the company claimed to achieve
these low tax rates, a close analysis of the company’s annual reports suggests that
accelerated depreciation tax breaks, which allow companies to write off the cost of capital
investments substantially faster than they actually wear out, is the main reason for the



company’s low taxes. Accelerated depreciation is a long-standing tax break that
Congress has acted to expand substantially in the past decade.

FedEXx also publishes estimates of the taxes it pays to foreign governments on its foreign
pretax income. These data show that over the past five years, the company paid a much
higher tax rate to other nations on its foreign income than it paid to the federal
government on its US income.

FedEx's US and Foreign Tax
Rates, 2008 to 2012

(S-millions)

Current  Effective

Year  Pretax profit .
income tax  tax rate

us $9,381 $39% 4.2%
Foreign $1,681 $970 57.7%
Total $ 11,062 $ 1,365 12.3%

Source: FedEx's 10-K Annual Reports.
Citizens for Tax Justice, September 2013



