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Year Ended Decenber 31, 2001

| TEM 1. BUSI NESS

CNF Inc. (formerly Consolidated Frei ghtways, Inc.) and subsidiaries is
a managenent conpany of gl obal supply chain services incorporated in
Del aware in 1958. Follow ng the 1996 spin-off of Consolidated
Frei ght ways Corporation, CNF's forner |ess-than-truckl oad notor
carrier, the Conmpany changed its nane to CNF Transportation Inc. In
2001, the Conpany changed its name to CNF Inc.

As used hereinafter, all references to “CNF”", “the Registrant”, “the
Conpany”, “we,” “us,” and “our” and all simlar references nmean CNF
Inc. and its subsidiaries, unless otherw se expressly stated or the
cont ext ot herw se requires.

CNF i s a managenent conpany of gl obal supply chain services with
operations primarily represented by four reporting segnents:

Con-Way Transportation Services (Con-Way) provides regional next-day
and second-day | ess-than-truckload (LTL) freight trucking throughout
the U. S., Canada and Mexico, as well as expedited transportati on,

| ogistics, air freight forwarding and truckl oad brokerage servi ces.

Enery Worl dwi de (Enery) provides expedited and deferred donestic and
international heavy air freight services, ocean delivery, and custons
brokerage. Internationally, Enmery operates primarily as an air freight
forwarder using conmrercial airlines. Prior to the suspension and
subsequent cessation of its air carrier operations in the fourth
quarter of 2001, Enmery provided air transportation services in North
America using owned and | eased aircraft operated by Enmery Worl dw de
Airlines (EWA) and owned and | eased aircraft operated by third
parties. EWA, a separate subsidiary of CNF, is included in the Enery
Wor |l dwi de reporting segnent, except that EWA's operations under a
contract (the “Priority Mail contract”) with the United States Postal
Service (USPS) for the sortation and transportation of Priority Mail
are reported separately as discontinued operations as a result of the
term nation of that contract in Novenmber 2000. Since the suspension
i n August 2001 and subsequent cessation of EWA's air carrier
operations, Enmery has been utilizing aircraft operated by third
parties and its existing dedicated ground fleet to provide its
services. See “Enery Worldw de - Restructuring Charges,” and “Enery
Worl dwi de - Regul atory Matters.” Through other business units, Enery
al so provides custons brokerage, ocean container services, and

| ogi stics services.

Menl o Logistics (Menl o) provides integrated contract |ogistics
services, including the devel opnent and managenent of conpl ex
di stribution networks, and supply chain engineering and consul ting.

The O her segnent in 2001 included the operating results of Road
Systens, a trailer manufacturer, Vector SCM and certain corporate
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items. Vector SCMis a joint venture forned with General Mtors in
Decenber 2000 to provide logistics services to General Mtors. CNF
owns a majority of the Vector SCMjoint venture; however, the
operating results of Vector SCM are reported in the O her segnent as
an equity nmethod investnent based on General Mtors’ ability to
control certain operating decisions. In 2000, the O her reporting
segnent included the operating results of Road Systens and Vector SCM
In 1999, the Qther reporting segnent included Road Systens, a gain
froma corporate |legal settlenment and, prior to the sale of its assets
in May 1999, VantageParts, CNF' s forner whol esal e distributor of truck
parts and suppli es.

As described under “Discontinued Operations,” EWAN s operations under a
Priority Mail contract with the USPS are refl ected as di sconti nued
operations due to the termnation of the contract, effective January
7, 2001.

As described below in “Emery Wrldw de - Restructuring Charges,” CNF
announced on Decenber 5, 2001 that Emery in 2002 woul d becone part of
CNF' s new Menl o Worl dwi de group of supply chain service providers and
woul d continue to provide full North Anerican freight forwarding
services utilizing aircraft operated by other air carriers and its
exi sting dedicated ground fleet. As a result, beginning with the
first quarter of 2002, CNF' s operations will consist of three primary
i nes of business: Con-Way, Menlo Wrl dwi de, and O her.

In conpliance with Statenent of Financial Accounting Standards 131,

"Di scl osures about Segnents of an Enterprise and Rel ated Information",
CNF di scl oses segnent information in the manner in which the conponents
are organi zed for naking operating decisions, assessing performance and
al locating resources. For financial information concerning CNF s
reporting segnents, refer to Note 15 to the Consolidated Financi al
Statenents contained in the CNF 2001 Annual Report to Sharehol ders,
which Note is incorporated herein by reference.

CNF' s operations are primarily conducted in the U S. but to an

i ncreasing extent are conducted in foreign countries. For geographic
group information, also refer to Note 15 to the Consolidated Financia
Statenents contained in the CNF 2001 Annual Report to Sharehol ders,
which Note is incorporated herein by reference.
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The Con-Way reporting segnent conprises Con-Way Transportation Services
Inc. and its subsidiaries.

Con-Way Regional Carriers

Con-VWay’'s primary business units are three regional LTL notor carriers
that operate regional trucking networks. These regional LTL carriers
principally serve core geographic territories with next-day and second-
day service to manufacturing, industrial, comrercial and retai

busi ness-t o- busi ness custoners.

Con-Way' s regional carriers include Con-Way Central Express (CCX), which
serves 25 states in the central and northeast U S., Ontario and Quebec,
Canada and Puerto Rico; Con-Way Sout hern Express (CSE), which serves a
12-state southern market from Texas to Virginia and Florida, and al so
operates in Puerto Rico and parts of Mexico; and Con-\Way Western Express
(ONK), which serves 13 western states and parts of Canada and Mexi co.

Con-Way offers coast-to-coast service in all 50 states by fully Iinking
its three regional carriers. Con-\Way refers to this |linked service as
joint service. This permts Con-Way's regional carriers to provide ful
servi ce throughout the U S. and to sone major cities in Canada. By
offering joint services, the regional carriers provide next-day and
second-day freight delivery between their respective core territories
utilizing existing infrastructure. The joint service allows each
regional carrier to provide service into other regions on routes that
woul d not otherw se be serviced as part of its core territory.

Con-VWay NOW Con-VWAy Logistics and Con-VWay Air Express

Con-Way NOW specializes in time-definite shipnents, such as repl acenent
parts, medical equipnment and other urgent shipnents, where expedited
delivery is critical. Con-Way NOWhas delivery service in 48 states and
parts of Canada.

In 1998, Con-Way created Con-Way Logistics (fornmerly Con-Way | ntegrated
Services) to provide logistics solutions to custoners. Con-Way Logistics
offers integrated supply chain services for shippers, using its own

war ehouses, transportation provided by other ground and air carriers as
well as Con-Way’'s regional carriers, and alliances with |eading supply
chain software firns to offer sem -custom zed sol utions configured to
its custoners' needs.

In May 2001, Con-Way opened Con-Vay Air Express (CAX), an air freight
forwarder that arranges freight shipnents using transportation provided
by other operators, including commercial airlines, dedicated air
operators and drayage conpani es. Through an agency network and
connections with other Con-Way conponents, CAX provides full coverage in
the United States and Puerto Rico.
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I n January 2002, Con-Way announced the opening of Con-Way FULL LOAD, a
truckl oad brokerage operation that will provide truckl oad services in
the United States and parts of Canada through contract arrangenents with
nunmer ous truckl oad fleet operators.

Prior to the sale of nost of its assets in August 2000, Con-Way
Truckl oad Services (CW) was a full-service, multi-nodal truckl oad
conpany that provided door-to-door delivery of truckload shipnents.

Con-VWay - Conpetitive Conditions

The trucking, logistics, and air freight forwarding industries are
intensely conpetitive. Principal conpetitors of Con-Way include

regi onal and national LTL conpanies. Conpetition in the trucking

i ndustry is based on freight rates, service, reliability, transit tines
and scope of operations.

Emery Worl dw de

The Enmery Worl dwi de reporting segnment includes the conbined accounts of
Enmery Air Freight Corporation and its subsidiaries (EAFC), a portion of
the operations of Emery Worldwi de Airlines, Inc. (EWY, and Enery
Expedite!, Inc. ONF is the owner of 100% of the outstandi ng shares of
t hese conpani es.

Enmery provides expedited and deferred donmestic and international heavy
air freight services, ocean container services, and custons brokerage.
Internationally, Emery operates primarily as an air freight forwarder
using conmercial airlines. Prior to the suspension and subsequent
cessation of its air carrier operations in the fourth quarter of 2001
Emery provided air transportation services in North Anerica using
owned and | eased aircraft operated by EWA and owned and | eased
aircraft operated by third parties. EWA a separate subsidiary of
CNF, is included in the Enery Worl dwi de reporting segnment except for
EWA' s operations under the Priority Mail contract, which are reported
separately as discontinued operations. Since the suspension in August
2001 and subsequent cessation of EWA's air carrier operations, Enery
has been utilizing aircraft operated by third parties and EAFC s

exi sting dedicated ground fleet to provide its services. See “Enery
Worl dwi de - Restructuring Charges,” and “Enery Worl dwi de - Regul atory
Matters,” bel ow.

Restructuring Charges

In June 2001, Enery began an operational restructuring to align it

wi th managenent’s estinates of future business prospects for domestic
heavy air freight and address changes in market conditions, which had
deteriorated due to a sl ow ng donestic econony, |oss of EWA' s
contracts with the USPS to transport Express Mail (refer to “-Express
Mail Contract” below) and Priority Mail (refer to “Di scontinued
Operations” below) and, to a | esser extent, |oss of business to ground
transportation providers. The $340.5 million restructuring charge
recogni zed in the second quarter of 2001 consisted primarily of non-
cash inpairment charges and estimated future cash expenditures rel ated
primarily to the return to the lessors of certain aircraft |eased to
Emery and the termination of the rel ated | eases.
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As descri bed bel ow under “—Regul atory Matters,” the Federal Aviation
Adm nistration (FAA) required EWA to suspend its air carrier
operations on August 13, 2001. In response to the FAA action, as well
as the effects of the Septenber 11 terrorist attacks and a deepening
gl obal econonic recession, Emery’s managenent re-evaluated Enery’s
restructuring plan. CNF announced on Decenber 5, 2001 that Emery in
2002 woul d becone part of CNF's new Menl o Worl dwi de group of supply
chain service providers and would continue to provide full North
American freight forwarding services utilizing aircraft operated by
other air carriers instead of EWA's fleet of aircraft, and that EWA
woul d cease air carrier operations. In connection with the revised
restructuring plan, in the fourth quarter of 2001 Enmery recogni zed
addi tional restructuring charges of $311.7 nillion for the planned

di sposal of leased aircraft, cessation of EWA' s renmi ni ng operations,
enpl oyee separation costs, and other costs. Refer to the information
appearing under the captions “Enmery Wrldw de — Restructuring Charges”
and “Liquidity and Capital Resources — Restructuring Charges and

Regul atory Matters” under “Managenent’'s Di scussion and Anal ysis”
contained in the 2001 Annual Report to Sharehol ders, which information
is incorporated herein by reference.

Regul atory Matters

Until August 13, 2001, EWA operated as an airline. Although EWA has
ceased air carrier operations, EWA still has an air carrier
certificate issued by the FAA and is subject to mai ntenance, operating
and other safety-related regul ations pronul gated by the FAA and is
subj ect to FAA inspections. Based on issues identified during

i nspections conducted by the FAA, on August 13, 2001 EWA was required
to suspend its air carrier operations as part of an interimsettl enment
agreenment with the FAA. As described above, CNF announced on Decenber
5, 2001 that EWA was ceasing its air carrier operations. Since EWA's
suspension of its air carrier operations on August 13, 2001, Enery has
been providing freight forwarding service to its customers in North
America by utilizing aircraft operated by other air carriers. Enery
intends to continue to use aircraft operated by third parties and its
exi sting dedicated ground fleet to provide freight forwarding service
to its custonmers in North Anmerica. Refer to the informati on appearing
under the captions “Emery Worl dwi de — Regul atory Matters” and
“Liquidity and Capital Resources — Restructuring Charges and Regul atory
Matters” under “Managemnent’s Di scussion and Anal ysis” contained in the
2001 Annual Report to Sharehol ders, which information is incorporated
herein by reference.

Express Mail Contract

In January 2001, the USPS and Federal Express Corporation (FedEx)
announced an excl usi ve agreenent under which FedEx will transport
Express Mail and Priority Mail. EWA transported Express Mail and ot her
cl asses of mail for the USPS under a contract (the “Express Mil
contract”), which was originally scheduled to expire in January 2004,
however, the USPS term nated the Express Miil contract effective
August 26, 2001.

As descri bed bel ow under “Di scontinued Operations,” on November 3,
2000, EWA and the USPS announced an agreenent (the “Term nation
Agreenent”) to termnate their contract for the transportation and
sortation of Priority Mail (the “Priority Mail contract”). On

Sept enber 26, 2001, EWA entered into an agreement with the USPS to
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settle clains relating to the Priority Mail contract with the USPS
(the “Settlement Agreenment”). Under the Settlement Agreement, EWA
received a $235 million paynment fromthe USPS on Septenber 28, 2001 to
settle all non-termnation clains under the Priority Ml contract.
Under the Settlenment Agreement, on Septenber 28, 2001, EWA al so
received a $70 mllion provisional paynment fromthe USPS for
ternmination costs and other clainms related to the Express Mil
contract. The Settlenment Agreenent provides for the provisional
paynment to be adjusted if actual ternination costs and other agreed
upon claims relating to the Express Mail contract are greater or |ess
than $70 million, in which case either the USPS will be required to
make an additional payment with interest or EWA will be required to
return a portion of the provisional payment with interest to the USPS.

The Settl ement Agreenent provides that the total anobunt payable by the
USPS for term nation costs and other clains relating to the Express
Mai | contract may not exceed $150 million. On Decenber 14, 2001, EWA
filed a termnation settlenment proposal with the USPS for recovery of
EWA's costs of providing service under the term nated Express Mail
contract as well as costs incurred by EWAN s subcontractors for
perform ng services under the Express Miil contract. Any recovery of
such costs would be offset in whole or in part by the $70 mllion
provi si onal paynent received in 2001.

In 2001, Enery recogni zed revenue of $117.0 million fromthe
transportation of mail under the Express Mail contract, conpared to
$229.1 million in 2000 and $226.2 mllion in 1999. QOperating incone
fromthe Express Mail contract in 2001 was $6.3 million conpared to
$28.2 million in 2000 and $35.5 million in 1999.

In addition to mail transported under the Express Mail contract, BEWA
al so transported mail under other separate contracts with the USPS.
Excl udi ng revenue fromthe Priority Miil contract, which is described
under “Discontinued Qperations”, total revenue fromEWA s Express Mail
contract and other contracts with the USPS was $144.0 nillion in 2001
$258.2 million in 2000, and $252.6 mllion in 1999.

Enmery Air Freight Corporation - Internationa

Internationally, Emery operates as an air freight forwarder using
nostly comrercial airlines. (International business conprises

shi pnments that either originate or termnate outside of the United
States). EAFC provides services internationally through foreign
subsi di ari es, branches, service centers and agents.

EAFC s expansi on pl ans have been focused on international operations
due to the expectation of greater opportunities in an expandi ng
wor | dwi de econony and the generally lower capital requirenments of its
vari abl e-cost - based i nternational operations. From 1996 to 2001

EAFC s international air freight revenue, including fuel surcharges,

i ncreased at an average annual rate of 6.2% conpared with a 5.6%
average annual rate of decline, including fuel surcharges, in North
Armerican air freight revenue for the same period. For 2001,
international airfreight revenue, including fuel surcharges, was $1.05
billion or 58.3%of Emery’'s total airfreight revenue.

Emery Air Freight Corporation - North America
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Fol | owi ng the suspensi on and subsequent cessation of EWA's air carrier
operations in 2001, EAFC has continued to provide full North American
freight forwarding services utilizing aircraft operated by other air
carriers instead of EWA's fleet of aircraft. EAFC s hub-and-spoke
systemis centered at the Dayton, Chio International Airport, where
its leased air cargo facility (the Hub) and rel ated support facilities
are |l ocated. The Hub handles a w de variety of shipnents, ranging
fromsmal|l packages to heavywei ght cargo. While Enery’'s freight system
i s designed to handl e parcels, packages and shipnments of a variety of
sizes and weights, its air freight operations are focused prinarily on
heavy air freight (defined as shipnents of 70 pounds or nore). In
addition to the Hub, EAFC operates nine regional hubs, strategically

| ocated around the United States, and a system of service centers and
sal es of fices.

Enmery Expedite!, Emery Ccean Services, Emery Custons Brokerage, and
Enery d obal Logistics

Emery has established several variabl e-cost-based "strategic business
units” to enhance the range of services it can offer to its custoners.
Enery Expedite! is a rapid-response freight-handling subsidiary
provi di ng door-to-door delivery of shiprments in North Amrerica and
overseas. Enery Qcean Servi ces provi des gl obal |ess-than-container,
full-contai ner and charter services. Enmery Custons Brokerage provides
full-service custons cl earance regardl ess of node or carrier. Enmery

A obal Logistics operates North American and international warehouses
and distribution centers for a variety of custoners. 1In connection with
t he announcenent of the new Menl o Worl dwi de group descri bed above, Emery
G obal Logistics in 2002 will be integrated with Menl o Logi stics.

Conpetition

The air freight industry is intensely conpetitive. Principa

conpetitors of Emery include integrated air freight carriers, air
freight forwarders and international airlines and, to a | esser extent,
trucki ng conpani es and passenger and cargo air carriers. Conpetition in
the air freight industry is based on, anong other things, freight rates,
quality of service, reliability, transit tines and scope of operations.

Cut | ook

As descri bed above, CNF on Decenber 5, 2001 announced that Enmery woul d
beconme part of CNF' s new Menl o Worl dwi de group effective in 2002 and
woul d continue to provide North American freight forwarding services
utilizing aircraft operated by other air carriers instead of EWA's fl eet
of aircraft, and that EWA woul d cease air carrier operations. As a
result, John WIlliford, President of the Menlo Wrl dwi de group of supply
chain service providers, will have responsibility for the new y-aligned
Emery Forwardi ng business unit. Chutta Ratnathicam Emery’s former Chief
Executive Oficer, returned to his forner position as CNF' s Chi ef
Financial O ficer. Managenent will continue Enery’s focus on expandi ng
its variabl e-cost-based international operations and actively
renegotiating airhaul rates in an effort to inprove internationa
operating margins. In North Anerica, managenent will continue to
position Enery as a freight forwarder utilizing aircraft operated by
other carriers. As a result, nanagenent expects a nore flexible

vari abl e- cost - based operating structure in North Anerica with an

i ncrease in second-day and deferred services. Managenent will continue
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its efforts to reduce Enery’s North American cost structure, including
t he service center and hub networKk.

Menl o Logi stics

The Menl o reporting segnent conprises Menlo Logistics, Inc., which was
founded in 1990, and its subsidiaries (Menlo). Menlo specializes in
devel opi ng and managi ng conpl ex national and gl obal supply and

di stribution networks, including transportati on managenent, dedi cated
contract warehousi ng and dedi cated contract carriage. |n serving its
custoners, Menl o uses and devel ops | ogistics optimzation and cust oner
order and shipnent tracking software, and al so provides real -tine

war ehouse, transportation and order nanagerment systens. M©Menlo has
devel oped the ability to link these systens with its custoners’ interna
syst ens.

Menl o believes that its technology skills, operations processes, and
desi gn expertise with sophisticated |ogistics systens have established
it as a leader in the field of contract |ogistics and has provided it
with a conpetitive advantage in managing carrier networks, dedicated
vehicle fleets and automated warehouses as an integrated system

Menl o believes that three industry trends have contributed to its
growm h. First, Menlo believes a nunber of businesses are increasingly
evaluating their overall logistics costs, including transportation,
war ehousi ng and i nventory carrying costs. Second, outsourcing of non-
core services, such as distribution, has becone nore commonpl ace with
many busi nesses. Finally, Menlo believes the ability to access

i nformation through conmputer networks has increased the val ue of
capturing real-time logistics information to track inventories,

shi pments and deliveri es.

Menl o believes that its ability to provide solutions to intricate
distribution issues for |large conpanies w th conplex supply chains has
hel ped Menl o to secure new projects and expand services for existing
customers. Conpensation from Menl o’s customners takes different fornms,
i ncl udi ng cost-plus, gain-sharing, per-piece, fixed-dollar and
consulting fees. |n nost cases, customers reinburse Menl o's custonmer-
specific start-up and devel opnent costs.

In 2001, three custoners individually accounted for 19% 13% and 12% of
Menl o' s revenues, respectively. The loss of significant revenue from
any of Menlo's major custoners by termnation of the custoner

rel ati onship for any reason, including the business failure of the
custoner, could negatively affect Menlo’s results of operations. Refer
to the information appearing under the caption “Menlo Wrl dwi de — Loss
fromthe Business Failure of a Custonmer” under Managenent’s Di scussion
and Anal ysis” contained in the 2001 Annual Report to Sharehol ders, which
information is incorporated herein by reference.

Menl o seeks to reduce its reliance on individual custoners through
continued growh in its customer base and will also continue to eval uate
the credit-worthiness of its customers. Menlo generally seeks to reduce
risks related to the ternmination of a custoner relationship, for reasons
ot her than the business failure of a custoner, by requiring that any
facility or major equiprment lease that it enters into on behalf of a
custoner nust be assunmed by the customer upon termination of the
contract with Menlo. In addition, Menlo' s logistics contracts generally
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require that, if a custoner termnates a contract, the customer nust
purchase from Menl o any contract-specific assets purchased by Menlo in
order to provide service under the contract.

Menl o - Conpetition

Menl o operates in the intensely conpetitive third-party |ogistics

i ndustry. Conpetition for larger projects is generally based on
conputer systemskills and the ability to rapidly inplenment |ogistics
solutions. Conpetitors in the logistics industry are nunerous and

i ncl ude donestic and foreign |ogistics conpanies and the | ogistics arns
of integrated transportation conpani es; however, Menlo primarily
conpetes against a |limted nunber of major conpetitors that have
resources sufficient to service large logistics contracts.

Cut | ook

As descri bed above, CNF on Decenber 5, 2001 announced the formation of
CNF' s new Menl o Worl dwi de group effective in 2002, which will consist of
Menl o Logi stics, Enery Forwarding, Vector SCM and Menl o Wrl dw de
Technol ogi es, a new information technol ogy, supply chain engi neering and
consulting unit of Menlo Worldwide. Menlo Wrldwide' s strategy is
intended to capitalize on the growh prospects of the gl obal supply
chai n managenent market by providing custonmers around the world with a
full range of logistics services froma single source. Menlo's
managenent believes that its customers will benefit frombeing a part of
Enery’ s extensive worl dwi de network and from Enery’ s extensive
international |ogistics projects and | ocations, which will be absorbed
into the new organi zati on

QO her Segnent

In 2001, the ther segment included the operating results of Road
Systens, Vector SCM and other corporate itens. |n 2000, the O her
reporting segnent included the operating results of Road Systens and
Vector SCM I n 1999, the O her reporting segnent included Road Systens,
a gain froma corporate legal settlement, and prior to the sale of its
assets in May 1999, VantageParts.

Road Systens and Vant ageParts

A majority of the revenue from Road Systens and, prior to the sale of
its assets in May 1999, VantageParts, was from sales to other CNF
subsi di ari es and to Consol i dated Frei ghtways Corporation, CNF s former
| ess-than-truckl oad notor carrier that was spun-off to CNF' s

sharehol ders in 1996. Road Systens prinmarily nmanufactures and rebuil ds
trailers, converter dollies and other transportation equipnent.

Prior to the sale of its assets in May 1999, VantageParts served as a
di stributor and remanufacturer of vehicle conponent parts and
accessories to the heavy-duty truck and trailer industry.

Vect or SCM

I n Decenber 2000, General Mdtors (G and CNF formed a joint venture
conpany called Vector SCM (supply chai n managenent). Vector SCM was
established to reduce GMs supply chain costs and i nprove GM's supply
chai n managenent by bringing increased speed, flexibility and
reliability to GMs gl obal supply chain, including shipnment of parts to
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manufacturing plants and its vehicles to dealers. Wth nore dependabl e
deliveries, GMs goal is to build a vehicle to schedul e when necessary
and deliver that vehicle as promsed to the consuner with a shortened
cycle tine.

Vect or SCM provi des | ogi stics services through the devel opnent and

i npl erentati on of technol ogy and physical infrastructure to provide end-
to-end visibility of the progression of products and materials through
GM's supply chain. Under the terns of the joint venture agreenent, the
transition of GMs |ogistics services and managenent to Vector SCMi s
expected to occur over the three-year period from 2001 through 2003. In
the first full contract year, logistics services in North America

i ncluded a redesign of processes related to inbound production
materials, vehicle distribution and visibility, prem umtransportation,
international export/inport and rail operations nonitoring. Vector SCM

i npl emrentation is expected to expand to other regions in varying degrees
in accordance with regional business requirenents.

Under the terns of the joint venture agreenent, CNF would share in any
savings realized by GMas a result of reductions in its supply chain
costs. ONF owns a majority of the Vector SCMjoint venture; however,
the operating results of Vector SCM are reported in the Qther segnent as
an equity nmethod investnent based on GMs ability to control certain
oper ati ng deci si ons.

On Noverber 3, 2000, EWA and the USPS announced an agreenent (the
“Term nation Agreenment”) to termnate their contract for the
transportation and sortation of Priority Mail (the “Priority Mail
contract”). The Priority Ml contract was originally scheduled to
termnate in the first quarter of 2002, subject to renewal options.
Under the terns of the Termination Agreenent, the USPS on January 7,
2001 assuned operating responsibility for services covered under the
Priority Mail contract, except certain air transportation and rel ated
services, which were termnated effective April 23, 2001

The USPS agreed to reinburse EWA for Priority Mail contract termnination
costs, including costs of contract-rel ated equi prent, inventory, and
operating | ease commtnents, up to $125 mllion (the “Term nation
Liability Cap”). On January 7, 2001, the USPS paid EWA $60 million
toward the term nati on costs. The Term nati on Agreenment provides for
this provisional paynent to be adjusted if actual term nation costs are
greater or less than $60 million, in which case either the USPS will be
required to make an additional paynent with interest or EWA will be
required to return a portion of the provisional paynent with interest to
the USPS. The Term nati on Agreenment preserved EWA's right to pursue

clai nms for underpaynent of other ambunts owed to EWA under the contract,
which were ultimately settled in Septenber 2001 as descri bed bel ow. CNF
beli eves that contract termnation costs incurred by EWA are

rei mbursabl e under the Term nation Agreenent and do not exceed the
Termination Liability Cap. However, there can be no assurance BEWA will
recei ve any additional paynments relating to these term nation costs or
that all termination costs incurred by EWA will be recovered.

On Sept enber 26, 2001, EWA entered into an agreenment with the USPS to
settle clains relating to the underpaynent of anmounts owed to EWA under
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the Priority Mail contract (the “Settlenent Agreenent”). Under the
Settlement Agreenent, EWA received a $235 mllion paynent fromthe USPS
on Septenber 28, 2001 to settle all non-termnation clainms under the
Priority Mail contract. These clains were to recover costs of operating
under the contract as well as profit and interest thereon. The Priority
Mai | Term nation Agreenent described above is unaffected by the

Settl enment Agreenent.

Under the Settlenent Agreenent, on Septenber 28, 2001, EWA al so received
a $70 mllion provisional paynment fromthe USPS to provisionally pay EWA
for termnation costs and other clains related to EWA's Express Mai
contract, which was terninated by the USPS in August 2001 as descri bed
above under “Enmery Wrl dwi de—Express Mail Contract.” Results of the
Express Mail contract are included in the Enery Wrl dwi de reporting
segnent and are therefore not reported under “Discontinued Qperations.”

As a result of the termination of the Priority Mail contract, the
results of operations, net assets, and cash flows of the Priority Mi
oper ati ons have been segregated and cl assified as di scontinued
operations. Summary financial data and related information are included
in Note 2 to the Consolidated Financial Statements contained in the 2001
Annual Report to Sharehol ders, which Note 2 is incorporated herein by
ref er ence.

Enpl oyees

At Decenber 31, 2001, CNF' s operations had approximately 26,100 regul ar
full-tinme enpl oyees. Regular full-tinme enpl oyees by segnent were as
foll ows: Con-Way, 15,200; Enery Worl dwi de, 7,700; Menlo, 2,100; O her
segnent, 1,100. O the 1,100 regular full-tinme enployees included in
the Gt her segnent, approximately 800 were enployed by CNF in executive,
adm ni strative and technol ogy positions to support CNF s operating
subsi di ari es.

Seasonal ity

CNF operates in industries that are affected directly by genera
econoni ¢ condi tions and seasonal fluctuations, both of which affect
demand for transportation services. 1In a typical year for the
trucking and air freight industries, the nonths of Septenber and
Cctober usually have the highest business |evels while the nonths of
January and February usually have the | owest business |evels.

Regul ation - Gound Transportation

The notor carrier industry is subject to federal regulation by the
Federal H ghway Adninistration (FHW) and the Surface Transportation
Board (STB), both of which are units of the United States Departnent of
Transportation (DOT). The FHWA performs certain functions inherited
fromthe Interstate Comrerce Conmission (ICC relating chiefly to notor
carrier registration, cargo and liability insurance, extension of credit
to notor carrier custoners, and |easing of equi pment by notor carriers
from owner-operators and al so enforces conprehensive trucking safety
regul ati ons. The STB has authority to resolve certain types of pricing
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di sputes and aut horize certain types of intercarrier agreements under
jurisdiction inherited fromthe | CC

At the state level, federal preenption of economic regul ati on does not
prevent the states fromregul ati ng notor vehicle safety on their

hi ghways. In addition, federal law allows all states to inpose

i nsurance requi renents on notor carriers conducting business wthin
their borders, and enpowers nost states to require notor carriers
conducting interstate operations through their territory to nake annua
filings verifying that they hold appropriate registrations from FHM
Motor carriers also nust pay state fuel taxes and vehicle registration
fees, which normally are apportioned on the basis of mileage operated in
each state

Regul ation - Air Transportation

The air transportation industry is subject to extensive regul ation by
various federal, state and foreign governnental entities. The industry
is subject to federal regulation under the Federal Aviation Act of 1958,
as amended (Aviation Act) and regul ations issued by the DOl pursuant to
the Aviation Act. EAFC, as an air freight forwarder, is exenpt from
nost DOT econonic regulations and is not subject to Federal Aviation
Adm ni stration (FAA) safety regul ations, except security-related rul es.
Al though EWA ceased air carrier operations on August 13, 2001, EWA stil
has an air carrier certificate issued by the FAA and is subject to

mai nt enance, operating and other safety-related regul ati ons promnul gat ed
by the FAA and is subject to FAA inspections. See the information
appearing under the caption “Emery Wrldw de — Regul atory Matters” under
Managerent’ s Di scussi on and Anal ysis” contained in the 2001 Annua

Report to Sharehol ders, which information is incorporated herein by

ref erence.

During recent years, operations at several airports have been subject to
restrictions or curfews on arrivals or departures during certain night-
time hours designed to reduce or elimnate noise for surroundi ng
residential areas. MNone of these restrictions has naterially affected
Emery’ s operations. |If such restrictions were to be inmposed with
respect to the airports at which EAFC s activities are centered
(particularly EAFC s major Hub at the Dayton International Arport), and
no alternative airports were avail able to serve the affected areas,
there could be a material adverse effect on Emery’s operations.

Regul ati on - Environnental

CNF is subject to stringent aws and regulations that (i) govern
activities or operations that nmay have adverse environnental effects
such as discharges to air and water, as well as handling and di sposal
practices for solid and hazardous waste, and (ii) inpose liability for
the costs of cleaning up, and certain damages resulting from sites of
past spills, disposals or other rel eases of hazardous nmaterials. In
particul ar, under applicable environmental |aws, CNF may be responsibl e
for remedi ati on of environmental conditions and may be subject to
associated liabilities (including liabilities resulting fromlawsuits
brought by private litigants) relating to its operations and properties.
Environnental liabilities relating to CNF' s properties nay be inposed
regardl ess of whether CNF | eases or owns the properties in question and
regardl ess of whether such environmental conditions were created by CNF
or by a prior owner or tenant, and al so may be inposed with respect to
properties which CNF may have owned or | eased in the past.
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CNF’' s operations involve the storage, handling and use of diesel and jet
fuel and other hazardous substances. |In particular, CNF is subject to
stringent environnmental |aws and regul ati ons dealing w th underground
fuel storage tanks and the transportation of hazardous nmaterials. CNF
has been designated a Potentially Responsible Party (PRP) by the EPA
with respect to the disposal of hazardous substances at various sites.
CNF expects that its share of the clean-up costs will not have a

materi al adverse effect on CNF' s financial condition or results of
operati ons.
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| TEM 2. PROPERTI ES

As of Decenber 31, 2001, Con-VWay's regional carriers operated 332
freight service centers, of which 103 were owned and 229 were | eased.
The service centers, which are strategically located to cover the
geographi ¢ areas served by Con-Vay, represent physical buildings and
real property with dock, office and/or shop space ranging in size from
approxi mately 1,400 to 229,000 square feet. These facilities do not

i nclude neet-and-turn points, which generally represent small owned or

| eased real property with no physical structures. The total nunber of
trucks, tractors and trailers utilized by the Con-Way regional carriers
at Decenber 31, 2001 was approximately 27, 400.

In addition, Con-Way Logistics at Decenber 31, 2001 | eased 7 warehouses
near Mra Loma, California; Chicago, Illinois; Atlanta, Ceorgia;
Cranbury, New Jersey; Tigard, O egon; Houston, Texas; and Dallas, Texas.
The war ehouses range in size from approxi mately 25,000 to 240, 000 square
feet.

As of Decenber 31, 2001, Con-Way Air Express operated 14 |eased
war ehouse and service center facilities ranging in size from 4,800
square feet to 11,000 square feet.

Enery Wrl dw de Segnent

Emery's hub systemis centered at the Dayton, Chio International Airport
(the Hub), where its leased air cargo facility and rel ated support
facilities are |located. The Hub, which enconpasses approximtely

800, 000 square feet, was financed by Cty of Dayton, Chio revenue bonds,
of which $108 million in principal anount was outstanding as of Decenber
31, 2001. The Hub and rel ated property secures the industrial revenue
bonds.

As of Decenber 31, 2001, EAFC operated 121 freight facilities in North
Anerica, including service centers and | ogistics warehouses, of which 15
were owned and 106 were | eased. The freight service centers are
strategically located to cover the geographic areas served by Enery.
These facilities range in size fromapproximtely 1,000 to 112,000
square feet of office, dock and/or shop space. At Decenber 31, 2001
Enery operated approximately 100 | eased facilities in internationa

| ocations, including service centers, |ogistics warehouses and of fice
space. At Decenber 31, 2001, EAFC operated approximately 1,500 trucks,
tractors and trailers, as well as equipnent provided by its agents.

In addition, Enery dobal Logistics at Decenber 31, 2001 | eased 6
war ehouses in Los Angeles and MIpitas, California; M. Vernon, New
York; Vandalia, Chio; Allentown, Pennsylvania; and Saltillo, Mexico
ranging in size fromb5, 200 square feet to 170,000 square feet.
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As descri bed above under “Emery Worl dwi de — Restructuring Charges”, CNF
announced on Decenber 5, 2001 that EWA woul d cease air carrier
operations and that Enmery would continue to provide full North Anerican
freight forwarding services utilizing aircraft operated by other air
carriers instead of EWA's fleet of aircraft, including 11 aircraft

| eased by Enery and operated by another air carrier. As a result of the
cessation of EWA's air carrier operations, 37 aircraft |eased by EWA
were grounded and pl aced in storage at Decenber 31, 2001

As descri bed above under “Emery Worl dw de — Express Mail Contract”, the
USPS term nated the Express Mail contract effective August 26, 2001. As
aresult, 18 aircraft owned by EWA and previously used in providing
service under the Express Miil contract were grounded and placed in
storage at Decenber 31, 2001. On Decenber 14, 2001, EWA filed a

term nation settlenent proposal with the USPS for recovery of EWA' s
costs of providing service under the term nated Express Mil contract,

i ncluding costs related to owned aircraft.

Menl o Logi stics Segnent

As of Decenber 31, 2001, Menlo operated 42 warehouses. O these

war ehouses operated by Menl o, 26 were | eased by Menlo and 16 were | eased
or owned by Menlo's clients. The 26 facilities |eased by Menl o ranged
in size fromapproximtely 12,000 to 311, 000 square feet.

At Decenber 31, 2001, Menl o operated approxi mately 500 trucks, tractors
and trailers.

QO her Segnent

Principal properties of the Qther segnent include CNF' s | eased executive
offices in Palo Alto, California, and its Administrative and Technol ogy
(AdTech) Center in Portland, Oregon. As of Decenber 31, 2001, CNF's
adm ni strative and technol ogy enpl oyees were | ocated at three owned
AdTech Center buildings conprising approxi nately 476, 000 square feet.

As described above in Item 1, "Di scontinued Operations”, the USPS has
agreed to reinburse CNF for Priority Mail contract ternination costs,

i ncluding costs of contract-related equi pnent, inventory and operating
| ease commitnents. Reinbursenment by the USPS is subject to the
Termnation Liability Cap and the terns di scussed above.
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| TEM 3. LEGAL PROCEEDI NGS

Certain |l egal proceedings of CNF are sunmarized in Note 14 to the
Consol i dat ed Fi nancial Statenents contained in the 2001 Annual Report to
Shar ehol ders, which Note is incorporated herein by reference.

Di scussion of environnental matters is presented in Item1 above.

The Departnent of Transportation, through its Ofice of Inspector
Ceneral, and the FAA have been conducting an investigation relating to
t he handling of so-called hazardous materials by Enery. The Depart nent
of Justice has joined in the investigation and is seeking to obtain
addi tional information through the grand jury process. The

i nvestigation is ongoing and Enery is cooperating fully. OCNF is
unabl e to predict the outcone of this investigation.

EWA has received subpoenas issued by federal grand juries in
Massachusetts and the District of Colunbia, and the USPS | nspector
General for docunents relating to the Priority Mail contract. EWA has
provided, and is continuing to provide, the docunents.

On February 16, 2000, a DC-8 cargo aircraft operated by EWA personne
crashed shortly after take-off from Mather Field, near Sacranento,
California. The crew of three was killed. The cause of the crash has
not been conclusively determ ned. The National Transportation Safety
Board (NTSB) is conducting an investigation. EWA has been inforned
that a NTSB hearing has been schedul ed for May 9, 2002, although EWA
has not yet received a formal notice of hearing for that date. EWA is
currently unable to predict the outconme of this investigation or the
effect it may have on Enery or CNF.

Enery, EWA and CNF have been naned as defendants in wongful death

| awsuits brought by the famlies of the three deceased crew nmenbers,
seeki ng conpensatory and punitive damages. Enmery, EWA and CNF al so
may be subject to other clains and proceedings relating to the crash,
whi ch coul d include other private | awsuits seeking nonetary danages
and governmental proceedings. Although Enery, EWA and CNF nmai ntain

i nsurance that is intended to cover clains that may arise in
connection with an airplane crash, there can be no assurance that the
insurance will in fact be adequate to cover all possible types of
clainms. In particular, any clainms for punitive damages or any
sanctions resulting from possi bl e governnental proceedi ngs woul d not
be covered by insurance.

As a result of EWA' s suspension of its air carrier operations on
August 13, 2001, EWA furl oughed approxi mately 400 pil ots and
crewnenbers. Those pilots and crewrenbers are represented by the Air
Line Pilots Association (ALPA) union under a collective bargaining
agreement and ALPA filed a grievance on their behalf protesting the
furl ough. The grievance sought pay during the course of the
suspension. CNF is currently involved in arbitration with respect to
this claim On Decenber 5, 2001, EWA announced that it would cease
operating as an air carrier, and in connection therewith term nated
the enpl oynment of all pilots and crewnenbers, bringing the total
nunber of termninated enployees in 2001 to 800. EWA is currently
engaged in effects bargaining with ALPA regarding EWA's cessation of
air carrier operations. In addition, ALPA has filed a grievance on
behal f of the pilots and crewrenbers protesting the cessation of EWA's
air carrier operations and Enery’s use of other air carriers. Some
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aspects of the ALPA matters may be subject to binding arbitration.
Based on CNF's current eval uation, nanagement has addressed its
estimated exposure related to the ALPA matters. However, CNF cannot
predict with certainty the ultimte outconme of these natters.

EWA has been naned as a defendant in a lawsuit and arbitration
proceedi ng brought by a subcontractor that operated aircraft under
EWA's forner Express Mail contract with the USPS. The USPS termi nated
t he Express Mail contract for conveni ence on August 26, 2001. The
subcontractor is seeking $28.5 m|lion and other unspecified damages
in connection with such term nation. EWA believes it is entitled to
and intends to seek recovery fromthe USPS of any termination costs to
whi ch the subcontractor may be entitl ed.

| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF STOCKHOLDERS

Not appli cabl e.



Information for Itenms 5 through 8 of Part Il of this Report appears in
CNF' s 2001 Annual Report to Sharehol ders on the pages indicated bel ow
and the information responsive to the followi ng Itens appearing on those
pages is incorporated herein by reference.

| TEM 5. MARKET FOR THE REG STRANT' S COVWON EQUI TY AND RELATED STOCKHOLDER
MATTERS

CNF's common stock is listed for trading on the New York and Pacific

St ock Exchanges under the synbol “CNF".
Page Nunber of Annual
Report to Sharehol ders

Range of common stock prices for each of the quarters in 2001 and 2000 ..... 51
Conmmon shar ehol ders of record at Decenber 31, 2001 ......................... 53
Common stock dividends for each of the quarters in 2001 and 2000 ........... 51

| TEM 6. SELECTED FI NANCI AL DATA
Selected Consolidated Financial Data ............ .. 53

| TEM 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S COF
FI NANCI AL CONDI TI ON AND RESULTS OF OPERATIONS. . .................. 14- 27

| TEM 7A. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES
ABOUT MARKET Rl SK. . . e e e e 25

Certain statenments included or incorporated by reference herein
constitute “forward-|ooking statements” within the neaning of Section
21E of the Securities Exchange Act of 1934, as anended, and are
subject to a nunber of risks and uncertainties, and should not be
relied upon as predictions of future events. Al statenents other than
statenents of historical fact are forward-I| ooking statenents,

i ncluding any projections of earnings, revenues, weight, vol unes,

i ncome or other financial or operating itens, any statenents of the

pl ans, strategies, expectations or objectives of CNF or managenent for
future operations or other future itens, any statenments concerning
proposed new products or services, any statenents regarding future
econom ¢ conditions or performance, any statements of estimates or
belief and any statenents or assunptions underlying the foregoing.
Certain such forward-I ooking statenments can be identified by the use
of forward-1ooking term nology such as “believes,” “expects,” “may,”
“wWill,” “should,” “seeks,” “approximately,” “intends,” “plans,”
“estimtes” or “anticipates” or the negative of those terns or other
vari ations of those terms or conparable termnm nol ogy or by discussions
of strategy, plans or intentions. Such forward-|ooking statenents are
necessarily dependent on assunptions, data and methods that may be
incorrect or inprecise and there can be no assurance that they will be
realized. In that regard, the followi ng factors, anong others and in
addition to the matters di scussed el sewhere in this docunent, in
docunents incorporated by reference herein and other reports and
docunments filed by CNF with the Securities and Exchange Comi ssion
coul d cause actual results and other matters to differ materially from
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t hose di scussed in such forward-1|ooking statenents: changes in genera
busi ness and econonic conditions, including the slowdown in the gl oba
econony; the creditworthiness of CNF's custoners and their ability to
pay for services rendered; increasing conpetition and pricing
pressure; changes in fuel prices; the effects of the cessation of
EWA's air carrier operations, including the expense of using aircraft
operated by other air carriers in Enmery’s North American operations
whil e al so bearing the cash costs of EWA's grounded aircraft fleet,
the possibility of substantial cash paynents in connection with the
early termnation of aircraft |eases, the possibility of additional
unusual charges and ot her costs and expenses relating to Enery’s
operations, existing defaults and possibility of future defaults under
aircraft | eases, and the possibility of future | oss of business due to
publicity surrounding the grounding of EWA's fleet of aircraft; the
possibility of defaults under CNF's $385 mllion credit agreenent and
ot her debt instruments and aircraft |eases, including defaults
resulting fromadditional unusual charges or CNF's failure to perform
in accordance with managenent’s expectations, and the possibility that
CNF may be required to pledge collateral to secure some of its

i ndebt edness or to repay other indebtedness in the event that the
ratings assigned to its long-term senior debt by credit rating
agenci es are reduced; uncertainties regarding EWN s ability to recover
all termination costs relating to the termination of its fornmer
Priority Mail contract with the USPS; uncertainties regarding EWA' s
ability to recover all term nation costs and other clainms relating to
the termnation of its former Express Mail contract with the USPS;

| abor matters, including the grievance by furl oughed pilots and
crewrenbers, renegotiations of |abor contracts and the risk of work

st oppages or strikes; enforcenment of and changes in governnent al

regul ations; environnmental and tax matters (including clains made by
the Internal Revenue Service with respect to aircraft naintenance tax
matters); the Departnment of Transportation, FAA and Departnent of
Justice investigation relating to Enery Wrl dwi de’ s handl i ng of
hazardous materials; the February 2000 crash of an EWA aircraft and
related investigation and litigation; and natters relating to CNF' s
1996 spin-off of Consolidated Freightways. As a result of the
foregoi ng, no assurance can be given as to future financial condition,
cash flows, or results of operations.

| TEM 8. FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA

Page Nunber of Annual
Report to Sharehol ders

Consolidated Bal ance Sheet s ... ... .. e e e 28
Statenents of Consolidated Qperations ........ . ... 30
Statenents of Consolidated Cash Flows ......... ... . .. . . . . . . .. 31
Statenments of Consolidated Shareholders' Equity ........... ... ... .. ........ 32
Notes to Consolidated Financial Statements ................. ... ... ....... 34-51
Selected Quarterly Financial Data ............ . ... i 51

| TEM 9. CHANGES | N AND DI SAGREEMENTS W TH ACCOUNTANTS ON ACCCUNTI NG AND
FI NANCI AL DI SCLCSURE

None.



Information for Itens 10 through 12 of Part |11 of this Report appears
in the Proxy Statenent for CNF's 2001 Annual Meeting of Shareholders to
be held on April 23, 2002, as indicated bel ow and that information on

t hose pages is incorporated herein by reference.

| TEM 10. DI RECTORS AND EXECUTI VE OFFI CERS OF THE REQ STRANT

The Executive Officers of CNF, their ages at Decenber 31, 2001, and
their applicabl e business experience are as foll ows:

Gregory L. Quesnel, 53, President and Chief Executive Oficer of CNF.
M. Quesnel joined the CNF organi zation as Director of Accounting in
1975, follow ng several years of professional experience with major
corporations in the petrol eum and wood products industries. M. Quesnel
advanced t hrough increasingly responsible positions and, in 1990, was

el ected Vice President and Treasurer of CNF;, in 1991, he was el ected
Senior Vice President and Chief Financial Oficer; and he was pronoted
to Executive Vice President and Chief Financial Oficer in 1994. As
part of a planned succession, M. Quesnel was el ected President and
Chief Operating Oficer in July 1997. In May 1998, M. Qesnel was
named President and Chi ef Executive Oficer of CNF. At that time, he
was al so el ected as a nenber of the CNF Board of Directors. M. Quesnel
is a nenber of the California Business Roundtable and the Conference
Board. He also serves as a nenber of the Executive Committee of the Bay
Area Council of the Boy Scouts of Anerica and is a nenber of the Board
of Directors of Potlatch Corporation. M. Quesnel earned a bachelor's
degree in finance fromthe University of Oregon and holds a naster's
degree in business administration fromthe University of Portland. M.
Quesnel is a nenber of the Executive Conmittee of the Board.

Chutta Ratnat hicam 54, Chief Financial Oficer and Senior Vice
President of CNF (formerly Chief Executive Oficer of Emery Wrl dwi de).
M. Ratnathicamjoined CNF in 1977 as a corporate auditor and follow ng
several increasingly responsible positions was naned Vi ce President
Internal Audit for CNF in 1989. |In 1991, he was pronoted to Vice
President-International for Enmery. In 1997, M. Ratnathi cam was naned
Senior Vice President and Chief Financial Oficer of CNF. |In Septenber
2000, M. Ratnat hi camwas nanmed Chi ef Executive Oficer of Enery

Wor dwi de, succeedi ng Roger Piazza, who retired. M. Ratnathicam
returned as Chief Financial Oficer of CNF upon Enery in 2002 becom ng
part of CNF's new Menl o Worl dwi de group of supply chain service

provi ders.

CGerald L. Detter, 57, President and Chi ef Executive O ficer of Con-Way
Transportation Services and Senior Vice President of CNF. M. Detter
joined the former Consolidated Freightways Corporation of Del aware
(CFCD) in 1964 as a dockman and advanced through several positions of
increasing responsibility to becone Division Manager in Detroit,

M chigan in 1976. In 1982, he was naned the first President and Chief
Executive O ficer of Con-Way Central Express. |In 1997, M. Detter was
named to his current position.

Eberhard G H Schnol |l er, 58, Senior Vice President, CGeneral Counsel and
Corporate Secretary of CNF. M. Schnoller joined CFCD in 1974 as a
staff attorney and in 1976 was pronoted to CFCD Assi stant Ceneral
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Counsel . 1n 1983, he was appoi nted Vice President and General Counsel
of the former CF AirFreight and assuned the sane position with Enery
after the acquisition in 1989. M. Schnoller was nanmed Senior Vice
President and General Counsel of CNF in 1993.

John H WIlliford, 45, President and Chi ef Executive Oficer of Menlo
Wirl dwi de and Senior Vice President of CNF. M. WIlliford joined CNF in
1981 as an Econonics/ Senior Marketing Analyst. 1In 1984, he was naned
Director of Marketing for CNF' s international operations and was | ater
appoi nted Director of Marketing for CNF. Since its inception in 1990,
M. WIliford served as the principal executive in charge of Mnlo

Logi stics, first as General Manager and then as President and Chief
Executive Officer. [In 1998, M. WIIliford was naned Senior Vice
President of CNF. |In 2002, John WIIliford was naned President and Chi ef
Executive O ficer of Menlo Worl dw de.

I nformation regarding nmenbers of CNF's Board of Directors is presented
on pages 3 through 8, inclusive, of CNF's Proxy Statenent dated March
22, 2002 and is incorporated herein by reference.

| TEM 11. EXECUTI VE COVPENSATI ON
Page Nunber of
Proxy St atenent

Compensation Informati On . ... ... .. . e e e e 13
| TEM 12. SECURI TY OMERSH P OF CERTAI N BENEFI Cl AL OMNERS AND MANAGEMENT

Stock Omership - Directors and Executive Oficers .......... ... .. ... .. ... ... 9
Stock Omership - Significant shareholders ........ ... .. ... .. . . ... .. . . . ..... 26
| TEM 13. CERTAI N RELATI ONSH PS AND RELATED TRANSACTI ONS

Not applicabl e.



| TEM 14. EXH BI TS, FI NANCI AL STATEMENT SCHEDULES, AND REPCORTS ON FORM 8-

K
(a)

(b)

1. FI NANCI AL STATEMENTS

The consolidated financial statenents of CNF, together with the
Notes to Consolidated Financial Statenents, and the report thereon
of Arthur Andersen LLP, dated January 25, 2002 (except with respect
to the increase in the unsecured revolving credit facility as

di scussed in Note 5, as to which the date is February 22, 2002),
are presented on pages 28 through 52 of CNF's 2001 Annual Report to
Shar ehol ders and are incorporated herein by reference. Wth the
exception of the information incorporated by reference in ltens 1,
3, 5 6, 7, 7TA, 8 and 14 hereof, CNF' s 2001 Annual Report to
Sharehol ders is not to be deened as filed as part of this Report.

2. FI NANCI AL STATEMENT SCHEDULE

Page Nunber
in Form 10-K

Report of Independent Public Accountants
on Financial Statement Schedule........... ... .. ... . . . . . .. . . . . ... S1
Schedule Il - Valuation and Qualifying Accounts...................... S 2

Al other financial statement schedul es have been omtted because
they are not applicable or the required information is included in
the consolidated financial statenments, or the notes thereto,
contained in CNF's 2001 Annual Report to Sharehol ders and

i ncor porated herein by reference.

3. EXH BI TS

Exhi bits are being filed in connection with this Report and are
i ncorporated herein by reference. The Exhibit |ndex on pages E-1
through E-6 is incorporated herein by reference.

REPORTS ON FORM 8- K

On August 14, 2001, CNF filed a Report on Form 8-K reporting the
suspension of EWAN's air carrier operations as part of an interim
settlement agreenment with the FAA, which is described further in
Iltem 1, “Enery Worldwi de — Regul atory Matters”.



Page 25
SI GNATURES

Pursuant to the requirenments of Section 13 or 15(d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this Form 10-K
Annual Report to be signed on its behalf by the undersigned, thereunto
duly authori zed.

CNF | NC.
(Regi strant)

/sl Gregory L. Quesnel

March 25, 2002 e e e e e e meee o
Gregory L. Quesnel
Presi dent and Chi ef Executive
Oficer

/s/ Chutta Ratnat hi cam

March 25, 2002 e e e e e e e meoaoa o
Chutta Rat nat hi cam
Senior Vice President and Chi ef
Fi nancial Oficer

/sl Kevin S. Coel

March 25, 2002 e e e e
Kevin S. Coel
Controller
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S| GNATURES

Pursuant to the requirenments of the Securities Exchange Act of 1934,
this report has been signed bel ow by the foll owi ng persons on behal f of
the Registrant and in the capacities and on the dates indicated.

March 25, 2002 /s/ Donald E. Mffitt
Donald E. Mffitt
Chai rman of the Board

/sl Gegory L. Quesnel

March 25, 2002 e e
Gegory L. Quesnel
Presi dent, Chief Executive
Oficer and Director

/'s/ Robert Al pert
March 25, 2002 e e e e
Robert Al pert, D rector

March 25, 2002 e e e e e e o
R chard A. darke, D rector

March 25, 2002 /sl Margaret G Gll

Margaret G Gll, Director

/ s/ Robert Jaunich I
March 25, 2002 e
Robert Jaunich |1, D rector

/s/ W Keith Kennedy, Jr.
March 25, 2002 e e e e e
W Keith Kennedy, Jr., Director
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S| GNATURES

/s/ Richard B. Madden
March 25, 2002 e e e e e oo
R chard B. Madden, D rector

/sl Mchael J. Murray
March 25, 2002 e meeeiaaaooe
M chael J. Murray, Director

/'s/ Robert D. Rogers
March 25, 2002 e e
Robert D. Rogers, Director

/sl WIlliamJ. Schroeder
March 25, 2002 e
WIlliamJ. Schroeder, D rector

/s/ Robert P. Waynan
March 25, 2002 e eeaeaaoaoooo--
Robert P. Waynan, Director
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CONSENT OF | NDEPENDENT PUBLI C ACCOUNTANTS

As i ndependent public accountants, we hereby consent to the

i ncorporation of our reports included and incorporated by reference in
this Form 10-K, into the Conpany’s previously filed Registration
Statenent File Nos. 2-81030, 33-52599, 33-60619, 33-60625, 33-60629,
333-26595, 333-30327, 333-48733, 333-56667, 333-92399, 333-36180 and
333-54558.

[/ s/ Arthur Andersen LLP

ARTHUR ANDERSEN LLP

San Francisco, California
March 25, 2002

REPORT OF | NDEPENDENT PUBLI C ACCOUNTANTS

To the Sharehol ders and Board of D rectors of
CNF Inc.:

W have audited in accordance with auditing standards generally accepted
in the United States, the consolidated financial statenents included in
CNF I nc.'s 2001 Annual Report to Sharehol ders incorporated by reference
in this Form 10-K, and have issued our report thereon dated January 25,
2002 (except with respect to the increase in the unsecured revol ving
credit facility as discussed in Note 5, as to which the date is February
22, 2002). CQur audit was nade for the purpose of form ng an opinion on
those statenents taken as a whole. The Schedule Il--Valuation and
Qual i fying Accounts on page S-2 is the responsibility of the Conpany’s
managenent and is presented for purposes of conplying with the
Securities and Exchange Commission's rules and is not part of the basic
financial statements. This schedul e has been subjected to the auditing
procedures applied in the audit of the basic financial statenents and,
in our opinion, fairly states in all naterial respects the financial
data required to be set forth therein in relation to the basic financial
statenments taken as a whol e.

[/ s/ Arthur Andersen LLP

ARTHUR ANDERSEN LLP

San Francisco, California
January 25, 2002
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SCHEDULE 1 |

CNF | NC.
VALUATI ON AND QUALI FYI NG ACCOUNTS
THREE YEARS ENDED DECEMBER 31, 2001
(I'n thousands)

DESCRI PTI ON

ADDI TI ONS

BALANCE AT  CHARGED TO CHARGED TO

BEG NNING  COSTS AND OTHER DEDUCTI ONS

OF PERI D EXPENSES ACCOUNTS (a)
2001 $21, 722 $17, 435 $ - $( 16, 482)
2000 26, 163 9, 070 - (13, 511)
1999 21, 098 15, 229 - (10, 164)

(a) Accounts witten off net of recoveries.

ALLOMNCE FOR COSTS OF DI SCONTI NUED OPERATI ONS

BALANCE AT CHARGED TO CHARGED TO
BEG NNI NG COSTS AND OTHER DEDUCTI ONS
OF PER CD EXPENSES ACCOUNTS

2001 $22, 144 $3, 561 $ - $( 22, 448)
2000 - 22, 144 $ - )

BALANCE
AT END
PERI CD
$22, 675
21,722
26, 163
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E-1

| NDEX TO EXH BI TS
| TEM 14(a) ( 3)

Articles of incorporation and by-1aws:

3.1

3.2

CNF Transportation Inc. Certificate of |Incorporation, as
anended. (Exhibit 4(a) to CNF's registration statement on
Form S-3 dated May 6, 1997.*)

CNF Transportation Inc. By-laws, as anended Septenber 28,
1998 (Exhibit 4(b) to CNF's registration statenent on
Form S-3 dated November 10, 1998.*).

Instrunents defining the rights of security hol ders, including
debent ur es:

4.1

4.2

4.3

4.7

Certificate of Designations of the Series B Cunulative
Convertible Preferred Stock. (Exhibit 4.1 as filed on
Form SE dated May 25, 1989*)

I ndenture between the Regi strant and Bank One, Col unbus,
NA, as successor trustee, with respect to 9-1/8% Notes Due
1999, Medium Term Notes, Series A and 7.35% Notes due
2005. (Exhibit 4.1 as filed on Form SE dated March 20,
1990%)

I ndenture between the Registrant and The First National
Bank of Chicago Bank, trustee, with respect to debt
securities. (Exhibit 4(d) as filed on Form S-3 dated June
27, 1995%)

I ndenture between the Regi strant and Bank One, Col unbus,
NA, trustee, with respect to subordi nated debt securities.
(Exhibit 4(e) as filed on Form S-3 dated June 27, 1995*)

Form of Security for 7.35% Notes due 2005 issued by
Consol i dated Frei ghtways, Inc. (Exhibit 4.4 as filed on
Form S-4 dated June 27, 1995%)

Decl aration of Trust of the Trust (Exhibit 4(k) to CNF's
Amendnment 1 to Form S-3 dated May 30, 1997*)

Form of Anended and Restated Declaration of Trust of the
Trust, including formof Trust Preferred Security.
(Exhibit 4(1) to CNF's Amendnent 1 to Form S-3 dated My
9, 1997*)

Form of Guarantee Agreenent with respect to Trust
Preferred Securities. (Exhibit 4(m to CNF' s Amendnent 1
to Form S-3 dated May 30, 1997%*)
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4.9 Form of I ndenture between CNF Transportation Inc. and Bank
One Trust Conpany, National Association (Exhibit 4(d)(i)
to CNF's Form 8-K dated March 3, 2000*).

4.10 Form of Security for 8 7/8% Notes due 2010 i ssued by CNF
Transportation Inc. (Exhibit 4(i) to CNF's Form 8-K dated
March 3, 2000*).

Instruments defining the rights of security holders of |long-term
debt of CNF Transportation Inc., and its subsidiaries for which
financial statenents are required to be filed with this Form
10- K, of which the total anmpbunt of securities authorized under
each such instrunment is less than 10% of the total assets of CNF
Transportation Inc. and its subsidiaries on a consolidated basis,
have not been filed as exhibits to this Form 10-K. CNF agrees to
furnish a copy of each applicable instrunent to the Securities
and Exchange Conmi ssi on upon request.

(10) Material contracts:

10.1 Consolidated Frei ghtways, Inc. Long-TermIncentive Plan of
1988 as anended through Amendnent 3. (Exhibit 10.2 as
filed on Form SE dated March 25, 1991*#)

10.2 Consolidated Frei ghtways, Inc. Stock Option Plan of 1988
as amended. (Exhibit 10(i) to CNF's Form 10-K for the year
ended Decenber 31, 1987 as anended in Form S-8 dated
Decenber 16, 1992*#)

10. 3 Emery Air Freight Plan for Retirees, effective Cctober 31,
1987. (Exhibit 4.23 to the Enery Air Freight Corporation
Quarterly Report on Form 10-Q dated Novenber 16, 1987**)

10.4 Consolidated Frei ghtways, Inc. Common Stock Fund (forrmerly
Enmery Air Freight Corporation Enpl oyee Stock Oanership
Pl an, as effective Cctober 1, 1987 ("ESOP"). (Exhibit
4.33 to the Enery Air Freight Corporation Annual Report on
Form 10-K dated March 28, 1988**)

10.5 Enpl oyee Stock Omnership Trust Agreement, dated as of
October 8, 1987, as anended, between Enmery Air Freight
Corporation and Arthur W DeMelle, Daniel J. MCaul ey and
Dani el W Shea, as Trustees under the ESOP Trust.

(Exhibit 4.34 to the Emery Air Freight Corporation Annual
Report on Form 10-K dated March 28, 1988**)
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10.

10.

10.

10.

10.

10.
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Anmended and Restated Subscription and Stock Purchase
Agreement dated as of Decenber 31, 1987 between Enery Air
Frei ght Corporation and Boston Safe Deposit and Trust
Conpany in its capacity as successor trustee under the
Enmery Air Freight Corporation Enpl oyee Stock Omnership
Plan Trust ("Boston Safe"). (Exhibit B to the Enery Air
Frei ght Corporation Current Report on Form 8-K dated
January 11, 1988**)

Suppl ement al Subscription and Stock Purchase Agreenent
dated as of January 29, 1988 between Enmery Air Freight
Corporation and Boston Safe. (Exhibit Bto the Enery Air
Frei ght Corporation Current Report on Form 8-K dated
February 12, 1988**)

Trust Indenture, dated as of Novenber 1, 1988, between
City of Dayton, Chio and Security Pacific National Trust
Company (New York), as Trustee and Bankers Trust Conpany,
Trustee. (Exhibit 4.1 to Enery Air Freight Corporation
Current Report on Form 8-K dated Decenber 2, 1988**)

Bond Purchase Agreenent dated Novenber 7, 1988, anobng the
City of Dayton, Chio, the Emery Air Freight Corporation
and Drexel Burnham Lanbert Incorporated. (Exhibit 28.7 to
the Enery Air Freight Corporation Current Report on Form
8- K dat ed Decenber 2, 1988**)

Lease agreenment dated Novenber 1, 1988 between the City of
Dayton, Chio and Emery Air Freight Corporation. (Exhibit

10.1 to the Enmery Air Freight Corporation Annual Report on
Form 10-K for the year ended Decenber 31, 1988**)

$350 mllion Armended and Restated Credit Agreenent dated
Novenmber 21, 1996 anong Consol i dated Frei ghtways, Inc. and
various financial institutions. (Exhibit 10.18 to CNF' s
Form 10-K for the year ended Decenber 31, 1996%*).

Oficial Statenent of the Issuer's Special Facilities
Revenue Refundi ng Bonds, 1993 Series E and F dated
Sept enber 29, 1993 anong the City of Dayton, Chio and
Emery Air Freight Corporation. (Exhibit 10.1 to CNF's
Form 10-Q for the quarterly period ended Septenber 30,
1993*).

Trust Indenture, dated Septenber 1, 1993 between the City
of Dayton, Chio and Banker's Trust Conpany as Trustee.
(Exhibit 10.2 to CNF's Form 10-Q for the quarterly period
ended Septenber 30, 1993*).
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Suppl enment al Lease Agreenent dated Septenber 1, 1993
between the City of Dayton, Chio, as Lessor, and Enmery Air
Frei ght Corporation, as Lessee. (Exhibit 10.3 to CNF's
Form 10-Q for the quarterly period ended Septenber 30,
1993*).

Suppl enmental Retirenment Plan dated January 1, 1990.
(Exhibit 10.31 to CNF's Form 10-K for the year ended
Decenber 31, 1993*#)

Directors' 24-Hour Accidental Death and Di smenber nent
Plan. (Exhibit 10.32 to CNF's Form 10-K for the year ended
Decenber 31, 1993*#)

Executive Split-Dollar Life Insurance Plan dated January
1, 1994. (Exhibit 10.33 to CNF's Form 10-K for the year
ended Decenber 31, 1993*#)

Board of Directors' Conpensation Plan dated January 1
1994. (Exhibit 10.34 to CNF's Form 10-K for the year ended
Decenber 31, 1993*#)

Directors' Business Travel Insurance Plan. (Exhibit 10.36
to CNF's Form 10-K for the year ended Decenber 31, 1993*#)

Def erred Conpensation Plan for Executives 1998
Restatenment. (Exhibit 10.20 to CNF's Form 10-K for the
year ended Decenber 31, 1997. *#)

Amended and Restated 1993 Nonqualified Enpl oyee Benefit
Pl ans Trust Agreenent dated January 1, 1995. (Exhibit
10.38 to CNF's Form 10-K for the year ended Decenber 31
1994. * #)

CNF Transportation Inc., 1997 Equity and Incentive Plan
for Non-Enpl oyee Directors, as anended June 30, 1997
(Exhibit 10.33 to CNF's Form 10-K for the year ended
Decenmber 31, 1997. *#)

Anmended and Restated Retirenment Plan for Directors of
Consol i dat ed Frei ghtways, Inc. dated January 1, 1994.
(Exhibit 10.40 to CNF's Form 10-K for the year ended
Decenber 31, 1994. *#)

CNF Transportation Inc. Return on Equity Plan, as amended
t hrough Arendnent No. 1 (Exhibit 10.24 to CNF's Form 10-K
for the year ended Decenber 31, 1997. *#)

Enpl oyee Benefit Matters Agreement by and between
Consol i dat ed Frei ghtways, Inc. and Consol i dated
Frei ght ways Corporati on dated Decenber 2, 1996. (Exhibit
10.33 to CNF's form 10-K for the year ended Decenber 31
1996. *#)
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10.26 Distribution Agreenent between Consol i dated Frei ghtways,
Inc., and Consolidated Frei ghtways Corporation dated
Novenber 25, 1996. (Exhibit 10.34 to CNF' s Form 10-K for
the year ended Decenber 31, 1996. *#)

10. 27 Transition Services Agreenment between CNF Service Conpany,
Inc. and Consolidated Frei ghtways Corporation dated
December 2, 1996. (Exhibit to CNFs Form 10-K for the year
ended Decenber 31, 1996.*#)

10. 28 Tax Sharing Agreenent between Consolidated Freightways,
Inc., and Consol i dated Frei ghtways Corporati on dated
Decenber 2, 1996. (Exhibit to CNF's Form 10-K for the year
ended Decenber 31, 1996. *#)

10.29 CNF Transportation Inc. 1997 Equity and Incentive Plan as
anended as of January 31, 2000. (Exhibit A to CNF's Proxy
St atenent dated March 20, 2000. *#)

10.30 CNF Transportation Inc. Deferred Conpensation Plan for
Directors 1998 Restatenment. (Exhibit 10.34 to CNF's Form
10-K for the year ended Decenber 31, 1997. *#)

10.31 CNF Transportation Inc. Executive Severance Pl an.
(Exhibit 10.32 to CNF's Form 10-K for the year ended
Decenmber 31, 1998. *#)

10.32 CNF Inc. Summary of Incentive Conpensation plans for 2002.
#
10. 33 Val ue Managenent Pl an dated June 28, 1999.#

(12a) Conmput ation of ratios of earnings to fixed charges

(12b) Comput ati on of ratios of earnings to conbined fixed charges and
preferred stock dividends.

(13) Annual report to security hol ders:

CNF Inc. 2001 Annual Report to Shareholders (Only those portions
referenced herein are incorporated in this Form10-K. O her
portions such as "Letter to Sharehol ders" are not required and,
therefore, are not "filed" as part of this Form 10-K.)

(21) Significant Subsidiaries of CNF.
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(99) Additional docunents:

99.1

99. 2

99.3

99.4

99.5

CNF Transportation Inc. 2001 Notice of Annual Meeting and
Proxy Statenment dated March 22, 2002 and filed on Form DEF
14A. (Only those portions referenced herein are
incorporated in this Form 10-K. O her portions are not
requi red and, therefore, are not "filed" as a part of this
Form 10-K. *)

Not e Agreenent dated as of July 17, 1989, between the ESOP,
Consol i dated Frei ghtways, Inc. and the Note Purchasers naned
therein. (Exhibit 28.1 as filed on Form SE dated July 21,
1989*)

GQuar antee and Agreenent dated as of July 17, 1989, delivered
by Consolidated Freightways, Inc. (Exhibit 28.2 as filed on
Form SE dated July 21, 1989*).

Form of Restructured Note Agreement between Consol i dated
Frei ghtways, Inc., Thrift and Stock Omership Trust as

I ssuer and various financial institutions as Purchasers
named therein, dated as of Novenmber 3, 1992. (Exhibit 28.4
to CNF's Form 10-K for the year ended Decenber 31, 1992*).

Confirmation of Arthur Andersen Representations

The remai ni ng exhi bits have been onmitted because either (1) they are
neither required nor applicable or (2) the required information has
been included in the consolidated financial statenents or notes

t her et o.

Foot notes to Exhi bit | ndex

* Previously filed with the Securities and Exchange Conm ssion and
i ncorporated herein by reference.

** I ncorporated by reference to indicated reports filed under the
Securities Act of 1934, as anended, by Emery Air Freight
Corporation File No. 1-3893.

# Desi ghates a contract or conpensation plan for Managenent or
Di rectors.



