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Overview of FedEx Routes  
 
FedEx Ground and P&D Services 
 
FedEx Ground is a subsidiary of the FedEx Corporation.  

Founded in 1985 as RPS and subsequently rebranded in 

2000 as FedEx Ground, the company operates one of the 

fastest and most automated hub networks in the ground 

package shipping industry, offering speed, efficiency and 

reliability to customers. Currently, nearly ten million 

packages travel through a network of more than 800 

distribution hubs and stations throughout the US and 

Canada each day. As a core component of its business model, FedEx Ground contracts with independent 

small businesses to provide package pickup and delivery (P&D) service known as Contracted Service 

Providers (CSPs).  CSPs are also known as Independent Service Providers (ISPs).   

 

The relationships with CSPs are contractual operating agreements, not franchises or franchise 

agreements.  Two general types of P&D services currently exist within FedEx Ground, they include: 

 “Ground” Service: Package pickup and delivery services to businesses and commercial 

addresses. 

  “eCommerce” Service: Package pickup delivery services of packages to non-business 

addresses. This includes home and residential addresses including packages known as Home 

Delivery and SmartPost. 

 

CSPs use their own vehicles and equipment to provide the P&D services.  Typical vehicles include Cargo 

Vans, Step Vans, Cutaway Vans, Box Trucks, newer style Walk-in Vans, and other types of vehicles 

Equipment includes but is not limited to hand-held scanners, software, dollies, and uniforms.  The CSP is 

responsible for all costs of providing services and all CSP staff must be W2 employees of the CSP.  

FedEx Ground does not reimburse any costs including fuel. CSPs operate under FedEx Ground’s DOT 

Number (DOT 285752) and FedEx Ground’s FMSCA Authority to operate (MC179059).  FedEx Ground 

leases the vehicles from the CSP from an operating authority standpoint.  CSP Equipment is leased to 

FedEx Ground and is denoted in Schedule B of the ISP Operating Agreement (ISPA). No motor carrier 

authority is required by the CSP as a result.   
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 Package Charge: An activity based variable component whereby a fixed per package rate is paid for each 

“Ground” (business) package that is picked up or delivered while servicing business addresses in the CSA  

 Large Package Surcharge: An activity based variable component whereby a fixed per package rate is paid for 

larger packages determined based on weight and dimensions of the package. 

 Apparel Brand Promotion Charge: A flat, fixed weekly rate whereby the CSP agrees all its personnel will wear 

approved FedEx Ground branded apparel, with the cost of such apparel born by the CSP during operations. 

 Vehicle Brand Promotion Charge: A flat, fixed weekly rate for an agreed quantity of leased CSP vehicles 

whereby the CSP such vehicles will bear approved FedEx Ground logos and markings, with the cost of such 

logos and markings born by the CSP. 

 eCommerce Stop Charge: An activity based variable component whereby a fixed per stop rate is paid for each 

non-Business service stop (for example, “Home”, “SmartPost”, residential) performed in the course of servicing 

the CSA.  

 eCommerce Package Charge: An activity based variable component whereby a fixed per package rate is paid for 

non-Business address parcel (for example, “Home”, “SmartPost”, residential) that is delivered while servicing the 

CSA. 

 New Account Startup Charge: Fixed charge for every new “Ground” service account opened in the CSA. 

 
P&D Vehicles 
 

The FedEx Ground P&D CSP fleet currently consists of over 

85,000 vehicles. CSPs can use a range of vehicles in providing 

P&D services to FedEx Ground under its ISPA if they meet FedEx 

Ground requirements.  FedEx Ground requirements do change 

over time, with some major new requirements in the future 

including Forward Collision Avoidance Mitigation (FCAM) which 

could make many current P&D vehicles obsolete.  At a high level, current FedEx 

Ground requirements for P&D vehicles include, but are not limited to: 

 8-Way Back up Cameras w/ Blind Spot  

 Video Event Data Recorder (VEDR) 

 FedEx Ground Compliant White Paint (Sherwin Williams #85199 or equivalent) 

 Enforcer® or comparable high-security locks on all rear and side cargo doors 

 A bulkhead door (between cab and cargo area) that is secured with a lock 

 Two shelves per side running the full length of the body, Approx 24 inches deep, max 2in lip, 1-2in pitch 

 Conformance to all DOT Standards and FedEx Ground DOT identification 

Cargo Vans, Step Vans, Cutaway Vans, larger Straight Trucks, 

and newer style Walk-in Vans are all used in the FedEx Ground 

parcel industry.  Pickup trucks and trailers are also permitted.  The 

various types of vehicles typically have a “P” value associated with 

them.  The “P” value refers to the cubic feet a vehicle could hold.  

For example, a P700 is supposed to hold 700 cubic feet of 

packages.  Cargo Vans are typically P500 or less while Step Vans 

P1000 Step Van 

26ft Straight Truck 
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Seller/Broker uses an unknown term of “Net Wages” in the “2022 Route Express Income 

Statement”.  This term is not defined by the Seller/Broker.  Actual employer born payroll 

expenses for the Seller before federal/state unemployment taxes, but including other employer 

paid taxes is $1,085,981.20.  The Seller withheld $148,557.21 on behalf of its employees for 

federal income, employee social security, and employee Medicare tax.  It is unknown how the 

Seller derived payroll numbers in the “2022 Route Express Income Statement”.   
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Estimated Vehicle Values 
 

In 2014 Route Express purchased 12 vehicles with a purported value of $812,800 (or an average value of 

$28k per vehicle ).  Today, Route Express has a fleet of 17 vehicles with an approximate value of 

$481,185 (or an average value of $25k per vehicle) according to February 2023 Price Digest's 

Commercial Truck Blue Book for vehicle specifcations provided by the Seller/BRoker. For over 90 years, 

the Truck Blue Book has served as the benchmark for comprehensive commercial vehicle VIN-driven 

identification, specification and market valuations covering 1981 to current model year medium and 

heavy-duty trucks.11 The average age of the fleet is 8 years old, which challenges the ability to have more 

profitable operations due to repair and maintenance costs of an older fleet.  The Price Digests valuation 

information is found in the table on the following page. 

 

 
11 www.pricedigests.com 
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Estimated Value of FedEx Routes & Vehicles 
 

MyGround Support utlizes formal methods for estimating valuations of FedEx Routes and does not use 

subjective, unqualified general multipliers seen in use by sales oriented FedEx Route brokers.  Shannon 

P. Pratt was recognized as the foremost authority in business valuation and was a legendary author and 

teacher of the many concepts used today throughout the world. He authored his first valuation book, 

“Valuing a Business: The Analysis and Appraisal of Closely Held Companies” (“Valuing a Business”), in 

1981. That book served as the basis for educating thousands of business valuation consultants. Valuing a 

Business was quoted over the years in other publications, referenced by attorneys tackling litigations 

where valuation was an issue, and cited in court decisions.  

 

A key valuation technique outlined in valuing the assets of a business is the Discounted Cash Flow 

(DCF).  The DCF formula is an income-based valuation approach and helps in determining the fair value 

of an asset or business by discounting the future expected cash flows.  Under this method, the expected 

future cash flows are projected up to a forecasted period of the asset or business in question and the said 

Cash Flows are discounted by a rate called the Discount Rate to arrive at the Present Value.  The DCF 

represents the value an investor would be willing to pay for an investment, give the required Rate of 

Return on their investment (the discount rate).   

 

Discounted cash flow valuation was explicated by John Burr Williams in his publication The Theory of 

Investment Value. The Theory of Investment Value was referenced by Warren Buffett in his 1992 annual 

shareholder letter as “the equation for value”. The basic DCF present value formula is: 

 CFt
 

____________________ 
 (1+r) ^t 

 
 CFt = cash flow in period t 
 r = appropriate discount rate given the riskiness of the cash flow (or WACC) 
 r = forecasted period of cash flow 

 

In order to generate the DCF analysis various source data must be assembled and an EBITDA (Earnings 

Before Interest, Taxes, Depreciation, and Amortization) is calculated.  Capital expenditures are then 

deducted from the EBITDA to determine a free cash flow, or cash after taking in account for the ongoing 

vehicle needs of the business (i.e. vehicle replacement). 

 

MyGround Support utilizes modeled revenue of $1.785M and assumes the Buyer would be able to a 

obtain follow-on ISPA for 5 consecutive years.  As noted in an earlier section of this documents, 

ISPAs expire and do not renew.  Making any investment or purchase in FedEx Routes holds very high 

risk as there is no guarantee of any kind a follow-on agreement, especially 5 consecutive years.  Free 
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Appendix A – Client Supplied Data Used in Derivation of Document 
 

The client supplied files and information are found at  

 

XXXX 

 

 

 


