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8.1 Develop People continued

Employee Turnover
Global Workforce

We created a KPI for employee retention in 2002. In 2008, we
changed the KPI to focus on turnover rather than retention,
because turnover is a more internationally accepted reporting
category. As shown in the graph below, full-time employee
turnover was 9 percent in 2008, significantly exceeding our
goal of 13 percent. The rate for 2008 was also below each of
the past two years. Within our part-time workforce, turnover
declined to 45.7 percent from 55.4 percent in 2007. While
economic uncertainties in 2008 undoubtedly played a role in
lower turnover, we actively encourage our employees to stay
with UPS regardless of economic conditions. The average length
of employment for part-time employees increased in 2008

to six years. The average management employee at UPS has
worked for the company more than 15 years.

91% Retention
IS 9% Turnover

fewer than one percent of our global managers were

working outside their countries.

ENCOURAGE OWNERSHIP

Alignment of employee and company goals is a
hallmark of UPS. For its first 90 years, UPS was
privately owned primarily by its employees. We
began sharing profits with employees in the 1950s.
Today we offer multiple stock ownership programs
for employees, including, in some countries, a dis-
counted purchase plan. In 2008, approximately
45 percent of full-time employees were shareholders.
Shares in UPS began trading publicly on the New
York Stock Exchange in 1999.

EMPLOYEE SATISFACTION

At UPS, we devote two of our Key Performance
Indicators (KPIs) to broad measurements of employee
satisfaction: the first is turnover, and the second is
employee response to our “employer of choice”
survey. We value these metrics highly because our
business is so dependent on people and the training
we invest in them. Our goal for full-time employee
turnover, excluding our freight employees, was

13 percent in 2008, and actual turnover was nine
percent. (See chart at left.) We believe that this low
level results from an overall philosophy of long-term
employment, which includes all the factors described
in the paragraphs above. We seek to provide working
conditions and compensation and benefits that give

employees incentives to remain with UPS as long as

possible. Unlike many other companies, we do not
resort to job cuts as a primary cost-reduction mea-
sure when business cycles turn negative; instead we
look for ways to keep our people employed and find
new growth opportunities for them.

The data for our employer of choice KPI comes from
our formal survey of our workforce, known as the
Employee Opinion Survey. The survey includes a

set of questions focused on UPS as an employer of
choice. We did not conduct the Employee Opinion
Survey in 2008. We postponed the survey so we
could update the questions to ensure they are rel-
evant to changes in our business, reflect the opinions
of our employees, and measure the engagement of
our employees. Our 2007 Employee Opinion Survey
showed that 75 percent of UPS employees consider
the company an employer of choice. Ninety-five
percent of our available employees participated in
the 2007 survey.
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8.2 Promote Safety and Wellness

OUR FOCUS ON SAFETY

Approximately 82 percent of UPS workers are
involved in freight and package handling, driving
motor vehicles, or both. To perform these jobs
safely, people need specific skills and abilities that
maximize their performance while minimizing
their exposure to injury. In 2008, we invested
US$52 million in teaching 56 formal safety training
courses in more than 1,800 facilities. Our workers
spent approximately 1.3 million hours in safety
training in 2008. One highlight of this investment
is our new “UPS Integrad®” training program,

which is profiled in section 6.8.

In addition to training our people, we continually
increase the safety of the facilities they work in
and the equipment they use. In 2008, we invested
millions in upgrading and improving facilities and
equipment from a safety perspective. Many of the
ideas for these improvements and upgrades come
from our Comprehensive Health and Safety Process
(CHSP) members. There are more than 3,700
CHSP committees in UPS facilities worldwide,

and they are employee driven and management
supported. Non-management employees serving
on CHSP committees constitute approximately

10 percent of the total UPS workforce. In addition
to the CHSP process, approximately 350 employees
at UPS work full time to protect the health and
safety of UPS employees.

Auto Accident Frequency
per 100,000 Driver Hours

The KPI for package car driver safety is shown in the
graph below. This KPI is unchanged compared to prior
years. Note that we calculate auto accident frequency
differently than most transportation companies, in two
important ways. First, we report all accidents, not just
those defined as “reportable” by government agencies.
Second, we report the rate per 100,000 driver hours
rather than one million driver hours. This is because
our drivers must navigate traffic-intensive routes in
congested urban areas, while long-haul truckers spend
the majority of their time on open roads and highways.
Data for 2005 and 2006 is U.S. only.

Actual Data
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DRIVING SAFELY

Because we operate approximately 100,000 delivery
vehicles on a daily basis all over the world, safe
driving is a major focus for UPS. We measure both
our successes and challenges in this regard. On

the positive side, for example, 715 more drivers
entered the UPS “Circle of Honor” in 2008 in rec-
ognition of driving 25 years without an avoidable
accident. The Circle of Honor now includes 4,648
drivers who have achieved this remarkable record.
Unfortunately, we also deeply regret the fatal acci-
dents that claimed the lives of six UPS employees
in 2008. This total represents 0.18 fatalities per
100 million miles driven in our global operations.
Whenever an accident occurs, we invest significant
management attention in investigating the causes,
retraining the driver(s), and, as appropriate, chang-

ing our procedures and safety training.
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8.2 Promote Safety and Wellness continued

Days Away, Restricted or
Transferred Duty (DART)

Global Operations, Days away from work, restricted
activity, or transferred to another job due to an
on-the-job injury. This number represents the number
of occurrences per 200,000 hours worked. Data for
2005 and 2006 is U.S. only.
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AVOIDING INJURY

One of our new KPIs for 2008 is shown at left. It
measures days away from the job, or with restricted
or transferred duty, as a result of injury. This metric
replaces a previous KPI measuring lost-time injuries
per 200,000 hours. We made the change for two rea-
sons. First, we had achieved our 2007 goal with the
previous KPI. For example, we have reduced inju-
ries in the United States by 30 percent in the last five
years even while our workforce has grown signifi-
cantly. More importantly, we wanted our new KPI to
reflect the actual impact of injuries on our business—

time lost rather than simply the number of injuries.

WELLNESS

In 2008, UPS provided health benefits for more
than 725,000 employees, retirees, and their depen-
dents. Our benefits programs provide medical,
dental, and vision care as well as education pro-
grams and tools regarding healthcare and proactive
wellness programs. The goal of these programs and
tools is getting our people to take wellness person-
ally, by making informed choices in how they live
and respond to wellness challenges. We also seek to

reduce overall healthcare costs for UPS.

One of the characteristic qualities of UPS wellness

programs is an emphasis on matching employees with
individuals who can help them. We learned the power
of this approach with our “health coaches” program,

which gives UPS employees access to registered nurses

who provide confidential assistance in understand-
ing healthcare issues and navigating the healthcare
system. UPS health coaches helped more than 11,500
employees and family members in 2008. In 2007, we
launched a smoking cessation program that includes
a “quit coach” for every smoker who wants to stop.
More than 2,200 people enrolled in the program in
2008; with the help of their coaches, they achieved
a 42 percent responder quit rate—far above average.

We took the coaching approach to the next level

in 2008 with our “Wellness Champions” program.
More than 3,600 UPS employees at all levels of the
company are Wellness Champions in their facilities
or locations. We provide them with a wide range

of tools and resources for informing their co-workers
about health risks and encouraging them to adopt
new behaviors to prevent or offset them. Each month
in 2008 was dedicated to a different health risk, and
Wellness Champions put up posters, hung calendars,
organized classes, led activities, and supported their
co-workers in changing their health habits. Whether
it was helping a runner achieve a new distance

or taking a desk-bound worker to a yoga class

after work, Wellness Champions were everywhere
at UPS in 2008.

Especially during difficult times, our Employee
Assistance Program (EAP) and Work/Life benefit
play a significant role in our overall wellness

program. More than 100,000 UPS employees
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8.2 Promote Safety and Wellness continued

and/or household members have benefited from the
program since its inception in 2006. The program
provides practical information, referrals to trained
professionals and support for a wide-range of
work/life issues from financial concerns and child-
care to substance abuse and bereavement. In the
transportation industry, companies that offer these
benefits—including UPS—find that participants
report a 46 percent increase in attendance and a

66 percent increase in productivity.

Drinking water is one way driver Tim Pruitt stays healthy while on the job. A Circle of Honor driver with 29 years of safe driving, Pruitt also is
co-chair of a health and safety committee at a UPS operating facility.
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8.3 Embrace Diversity and Human Rights

UPS is one of the largest and most multinational
private employers in the world, and we succeed by
hiring and developing talented, motivated individuals.
As a logical consequence of these two factors, we are

becoming an ever-more diverse company.

At UPS, diversity encompasses more than race and
gender. It also extends to ethnicity, sexual orienta-
tion, and physical ability. Inclusiveness, respect, and
cooperation are core values that help drive the way
we do business with our customers and suppliers.
These values strengthen our bonds with a multi-

cultural community of friends and neighbors.

WOMEN’S LEADERSHIP DEVELOPMENT
Entry-level positions in our business, such as for
drivers and package loaders, have traditionally
attracted more men than women. Coupled with
our focus on promoting from within, this has created
a particular need for UPS to develop and retain
women for supervisory and management positions.
Our Women’s Leadership Development program,
which we expanded internationally in 2008, meets

this need in three ways:

o Creating meaningful dialogues between women
and men regarding workplace issues.

« Opening avenues for women to build their
leadership skills through community service.

« Providing opportunities for women to expand

and strengthen their career networks.

Julie LaSalle, communications manager.
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8.3 Embrace Diversity and Human Rights continued

More than 27,000 employees participated in the
program through 2008.

SUPPLIER DIVERSITY

UPS launched its first formal supplier diversity
initiative in 1992. Since then we have worked hard
to identify, attract, and work with diverse suppliers.
In 2008, we spent US$700 million with minority
and women-owned enterprises and small businesses,
which represents 5.08 percent of our total eligible
procurement spending during the year. These figures
are both increases compared to 2007. One highlight
was the expansion of our UPS Worldport® distribu-
tion center. In 2008, we spent US$98 million with
Minority and Women-owned Business Enterprises
and small-business suppliers working on Worldport—
approximately double our original target. During
the year we also expanded our supplier diversity
programs to include businesses owned by gay,
lesbian, bisexual, and transgender individuals. For
more information on how UPS works with diverse
suppliers, please see the stakeholder statements in

section 6.2.

In the United States, we actively participate in the

following associations working for supplier diversity:

« National Association of Women Business Owners
 National Gay and Lesbian Chamber of Commerce
« National Minority Supplier Development Council
 National Urban League

« National Veteran-Owned Business Association

« Native American Business Alliance

« U.S. Hispanic Chamber of Commerce

« U.S. Pan Asian American Chamber of Commerce

« Women’s Business Enterprise National Council

Internationally, we are actively exploring ways
to increase our focus on diversity and inclusion in
ways that are germane to our employees and the

communities in which we operate.

COMMUNITY DIVERSITY

The UPS Foundation made diversity one its five
strategic focus areas in 2008, and provided
US$8.9 million in associated financial support.
The 247 recipients of diversity-related grants
ranged from the Special Olympics and Paralyzed

Veterans of America to the National Urban League.

HUMAN RIGHTS COMMITTEE
AND STATEMENT

In 2008, UPS formed a committee on human rights
to draft a statement on human rights for completion
and adoption in 2009. We intend to formally adopt
the statement in 2009, and include it in our Code

of Business Conduct, and incorporate it into relevant

business practices.
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8.4 Support Communities

UPS supports communities with direct philanthropy,

in-kind donations, by facilitating employee/retiree

donations to United Way, and through volunteer T(_)tal UPS ) ) Total In-Kind Tr ansportation
work by UPS employees and their families. While Charitable Contributions Movements—Global

much of this support takes place at the communit
pp p Y Total charitable contributions includes The UPS Foundation

level, UPS also seeks to achieve regional, national, donations, employee United Way donations, and in-kind giving
valued at cost (lower than retail value). Data for 2008 are
absolute values, in accordance with generally accepted reporting
ing money and time where it can make the most standards. Data for prior years were calculated on a five-year
rolling average. The 2011 goal for total charitable contributions
is US$103.5 million. The number for 2008 giving includes The
corporate philanthropy, by setting new priorities UPS Foundation grants plus United Way contributions.

for The UPS Foundation.

and international impact by aggregating and focus-

difference. We also sharpened the focus of our

THE UPS FOUNDATION mmm Charitable Contributions (in millions) mmm  Charitable Contributions (fair value in millions)

The Foundation manages its grants globally and = Goals
locally. In 2008, its grants totaled US$46.9 million.

Funding directed outside the United States rose to

13 percent of the total from 10 percent in 2007, and
approximately 50 percent of Foundation grants went
to local agencies supported by UPS employees who
volunteered at the agencies’ programs or facili-

ties. Foundation giving in 2008 exceeded the level

in 2007. In addition to funding more than 4,800
nonprofit agencies, the Foundation coordinated in-
kind transportation movements with a cost value of

US$1.0 million. Total charitable contributions and

o
a break-out of in-kind donations are shown at right. £
United Way donations are charted on page 94. %
o
=
REALIGNED FOUNDATION FOCUS AREAS
05 06 07 08 11 05 06 07 08

During the year, the Foundation strategically

realigned its giving with sustainability principles
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8.4 Support Communities continued

The UPS Foundation Gives Green

Photo: A UPS Mexico employee volunteers with Naturalia AC, a civil organization dedicated to preserving ecosystems.

The UPS Foundation, founded in 1951, keeps evolving. In 2008, the Foundation
announced new priorities for its financial funding, aligning them with UPS sustainability
principles. One of the most significant changes arising from this realignment is the

beginning of grant-making in support of environmental sustainability.

These investments reflect and complement many initia-
tives under way inside UPS to be more environmentally
responsible. This is a way to export that value and experi-
ence to communities through funding and volunteerism.

“Protecting the environment is increasingly important
to our company, to our customers, our employees

and the communities in which we operate around the
world, so it is a natural fit for the Foundation,” says Ken
Sternad, president of The UPS Foundation. In October of
2008, the Foundation put its new priority into practice,
announcing five grants totaling more than USS1 million.
They include:

- US$300,000 to The Nature Conservancy to assist
with tree planting efforts in the Atlantic Forest of
Brazil, conservation initiatives for rural residents in the
Yunnan Forest in China and reforestation efforts in East
Africa’s Highland Forest.

- US$300,000 to the Earth Day Network to support its

national civic engagement project to educate youth
about environmental issues and provide teachers with
lesson plans and environmental impact online tools.

- USS$220,000 to Keep America Beautiful (KAB) to

support its environmental education initiatives,
including the creation of KAB affiliates on college
campuses, support for a community volunteer
initiative, a challenge grant for KAB affiliates and

an environmental partnership grant for UPS Global
Volunteer Month to encourage employee participation.

- US$200,000 to the National Park Foundation to fund

youth-engagement programs, including First Bloom,
which provides children in urban locations (grades 4
through 6) with hands-on environmental learning.

- USS$50,000 to the Arbor Day Foundation to plant

one tree for each of the first 50,000 UPS customers
to begin using UPS electronic billing solutions, which
eliminate the need for paper invoices.
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8.4 Support Communities continued

of UPS, to further strengthen the ties between the
Foundation, the company, and the communities they

both serve. The five focus areas are as follows:

« Community safety: programs range from teen safe
driving programs in local communities to helping
strengthen disaster relief logistics globally.

« Nonprofit effectiveness: helping community-
based organizations improve their volunteer
management, leadership development, fund-
raising capacity and operational efficiency.

« Economic and global literacy: helping
globalization produce social and economic
progress for all, through microlending and
other innovative programs.

« Environmental sustainability: supporting
organizations and activities focused on
environmental education and conservation.

« Diversity: helping communities thrive by
embracing and leveraging the unique experience,

cultures and ideas of their people.

As part of this strategic realignment of philanthropy
priorities, the Foundation gave its first large
environmental grants in 2008. For more information
on these ground-breaking grants, please see the
previous page. Information on disaster relief activities

is provided later in this section.

UPS began supporting micro-lending in 2007,
awarding US$1 million to three global organizations
that help individual entrepreneurs start businesses,
create jobs, build assets and improve the standard
of living for their families. In 2008, the three
organizations began reporting on how the grants

were making a difference in their progress:

« Opportunity International is helping nearly
5,000 entrepreneurs in 15 developing countries.
« ACCION International works with partners in
25 countries to reach more than three million
active clients with loans and financial services.
« FINCA International extends credit to 1,400

micro-entrepreneurs in 21 countries.

GLOBAL SIGNATURE PROGRAM

The UPS Global Signature Program is a six-year,
US$3.1 million partnership between The UPS
Foundation and the World Association of Girl Guides
and Girl Scouts (WAGGGS). This funding helped
WAGGGS increase the recruitment and retention of
volunteers, support volunteers through training and
self-development, and introduce a system to monitor
and appraise volunteer leadership in Brazil, China,
Malaysia, Mexico, and South Africa. In 2007, The
UPS Foundation launched a second phase of fund-
ing by authorizing US$1.5 million over the next three
years in an effort to increase the WAGGGS network’s
capacity to engage volunteers effectively and contrib-

ute to a culture of volunteerism around the world.

EMPLOYEES AND LOCAL ACTION

Just as our employees are vital to the success of UPS
as a business, they are a powerful force for com-
munity action. During 2008, UPS employees and
their family members donated more than one million
volunteer hours to their communities through our
Neighbor to Neighbor program. In October, our
Global Volunteer Month, more than 30,000 UPS
employees volunteered 139,000 hours of time in
their communities. The focus for the month was

the environment. In 2009, employees will be able to
use a new intranet system to find volunteer opportu-

nities and track their hours.

Another highlight of UPS volunteerism in 2008
was our annual Jim Casey Community Service
Award, named after our founder and given to a UPS
employee whose volunteer work has been especially
notable. Every year the award process helps us
identify and recognize numerous candidates who
have made a clear, measurable difference in their
communities. In 2008, the ultimate recipient of the
award was “Andy” Jinchang He of Guangzhao,
China—our first winner outside the United States.
His story is included later in this section. For more

information, please see page 93.
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8.4 Support Communities continued

Stakeholder: World Assoc. of Girl Guides and Girl Scouts

Rebecca Munro

Communication and Advocacy Director, WAGGGS

WAGGGS (World Association of Girl Guides and Girls Scouts) has 10 million members
active in 145 countries around the world. We embrace so many different circum-
stances and cultures because of our common commitment to making the world a
better place and our belief that girls are at the centre of this positive change.

Our mission is to enable girls and young women to develop their fullest potential
as responsible citizens of the world. We are helped in this endeavor by many
dedicated partners, and we contribute to the global campaigns of our partners,
such as helping the United Nations achieve the Millennial Development Goals.

With our partners, we create and implement programs that empower girls to
develop their own values and knowledge and equip them with the skills to help
their communities. This is not a short-term fix, but rather a deep and sustainable
grass-roots method.

UPS has a similar perspective, which is one of the reasons our partnership has
been successful. They offer skills and support along with their funding, because
they understand that any partnership between a corporation and an organization
like ours has to have reciprocity and recognition of mutual benefit. We both want
to develop opportunities for girls and women and increase volunteerism around
the world, and together we can have a greater impact. This alignment has created
3 connection between our organizations that allows us to develop ambitious
programs, roll them out internationally, and operate them successfully.

UPS: World Assoc. of Girl Guides and Girl Scouts

Eduardo Martinez

Director, Programs and Corporate Relations, The UPS Foundation

The UPS Foundation selected WAGGGS for its Global Signature Program after an
exhaustive review of potential partners. UPS continues to become a more diverse
organization all the time, and we wanted to partner with an organization that truly
represents our world. There are not many that can gather representatives from
145 countries in one room, which | experienced when | spoke at the WAGGGS
33rd World Congress in 2008 in South Africa. | also saw that their organization
embraces the whole spectrum of races and religions.

UPS employees have shown an extraordinary dedication to volunteering in their
communities, and we wanted a partner that would open up new volunteer oppor-
tunities for them and others around the world. WAGGGS has more than 10 million
members doing volunteer work, and they excel at working with third parties

to make a difference in their communities. When | visited Soweto in South Africa,
the WAGGGS center was clearly an oasis of calm and strength in a community
struggling with so many challenges.

One of the most powerful forces on our business is globalization, and we see
evidence every day that women are taking on a greater role in the global economy.
WAGGGS is preparing girls and women for leadership of all kinds: economic,
social, and political. Working with them is teaching us a tremendous amount about
a whole generation of future entrepreneurs, and that is helping us to see both
globalization and women’s leadership development from a fresh perspective. We
are gratified by the success of the partnership so far, and look forward to what we
can still achieve together.
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8.4 Support Communities continued

UPS Volunteer of the Year Hails from Guangzhou, China

Photo: UPS Volunteer of the Year, Andy Jinchang He, Driver, Guangzhou City, China.

As UPS has expanded internationally, so has its spirit of volunteerism.
In 2008, the winner of the company’s top global community service
award was Andy Jinchang He of Guangzhou, China—the first non-U.S.
employee so honored.

Andy, a delivery driver, was recognized for his personal “Andy’s selfless dedication to those in need truly
outreach efforts to rural communities in Guangdong embodies the spirit of community service that
Province where he is helping school children, mentally ~ this award recognizes,” says UPS Chairman and
challenged children and the elderly. In addition to CEO Scott Davis. “He has served as a rallying point

winning the Jim Casey Community Service Award from  for others, including his fellow employees, and his
UPS, Andy has been honored by the city of Guangzhou efforts inspire us all.”
and the Guangdong provincial government.

One of Andy’s noteworthy accomplishments was
founding a literacy project called “One Person, One
Dictionary.” He collected 1,200 dictionaries so that
children in rural villages, many of whom live far from
their schools, would not have to be without a dictionary
when they were studying at home. He also volunteers
his time to provide companionship and entertainment
for mentally challenged children at the Xin Fu Children’s
Welfare House and for elderly inhabitants of Guangzhao.
Somehow he also finds time to collect and deliver
donations for the elders’ care.
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8.4 Support Communities continued

Total Employee and Retiree
United Way Donations

Excludes UPS Freight.
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UNITED WAY CONTRIBUTIONS

Along with their time, UPS employees donate funds
to our annual United Way campaign. More than
249,000 employees participated, donating nearly
US$53 million. The UPS Foundation contributed
US$8 million, for a total of US$61 million. As a
result, UPS was the leading corporate contributor to
the United Way for the eighth straight year. Since its
first campaign in 1982, UPS and its employees and
retirees have given more than US$930 million.

DISASTER RELIEF

Each year, UPS provides both funding and
expertise to agencies providing humanitarian aid
and disaster relief around the world. As part of
our philanthropic focus on community safety, we
have also provided logistics expertise to public
agencies, most notably the U.S. Federal Emergency
Management Agency (FEMA).

In 2008, UPS stepped up its contribution to global
disaster relief by committing trained employees to
on-the-ground logistics efforts—along with our fleets
of planes and trucks that have long delivered relief
supplies to stricken regions. The new step came after
the World Economic Forum and U.N. disaster relief
specialists began discussing how to better coordinate
public and private response to major natural
disasters. Logistical support—delivering the right
people and materials to the right places, at the right
time, in the right way—is central to this effort. So

UPS began working with other companies in the
logistics and transport industry to form Logistics
Emergency Teams (LETs) in cooperation with the
U.N. We also began identifying and training logistics
specialists among our employees, who leave their
regular jobs for four to six weeks to direct local
operations in the disaster area. In 2008, UPS employ-
ees served on LETs in Haiti and in Bangkok. For
information on LETs, please see the next page.

For the second year, UPS provided US$500,000 plus
in-kind support to help expand the Aidmatrix
Network, which connects donors with relief agencies

by posting the most urgent needs in a disaster zone.

As in the past, UPS continued to provide financial
aid, and support to disaster relief agencies with
whom we have long-standing relationships. In 2008,
UPS gave US$2.3 million in support preparedness,
relief and long-term resource efforts. This included:

« US$1 million pledged to the American Red Cross
for disaster relief following hurricanes in China
and the United States.

« US$200,000 pledged to CARE for humanitarian
aid to Myanmar following tropical cyclone Nargis.

« US$125,000 pledged to Africare, primarily to
support implementation of an HIV/AIDS-related
Volunteer Service Corps nutrition program in

five countries.
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Stakeholder: Logistics Emergency Teams

Shruti Mehrotra

Associate Director, World Economic Forum

Before the tsunami in 2004, logistics companies were contributing to disaster
relief by working with individual agencies on a bilateral basis. After the tsunami,
it became clear that the world needed a more coordinated approach to massive
delivery of humanitarian aid. The World Economic Forum is a multi-stakeholder
platform for bringing organizations together to address challenges like this, and
we initiated a discussion in 2005 with private companies, non-governmental
organizations, and the United Nations.

The result of that dialog has been far-reaching. Now the U.N. Office of Coordination
of Humanitarian Assistance employs a “cluster process” that organizes all the
parties, public and private, which are providing similar kinds of disaster relief,
whether it is food aid, medical help, shelter or communications. Each cluster
makes sure it is meeting the right needs at the right time using the organizations
with the right capabilities.

The logistics cluster has been impressive in that the companies had a clear view
of how to cooperate, and they put it into action. Their Logistics Emergency Teams
(LETs) have already responded around the world, and other clusters are modeling
their success. As one of the original participants, UPS has engaged in a multi-year
process, identified and trained people, and committed resources on the ground in
inhospitable environments—including places that do not represent big commercial
markets for them. At the World Economic Forum, we consider this a progressive
approach, the kind that supports our belief that companies are here to do good.

UPS: Logistics Emergency Teams

John Vera

Health and Safety Manager, Americas Region, UPS

My LETs assignment in Haiti was eye-opening and will stay with me forever.

It was a learning experience, not only regarding the logistics but also the human
factors as well. | learned to be empathetic with people less fortunate than I—
more compassionate with others and appreciative for what | have and what

| have achieved.

There are so many things we take for granted in the United States, which these
people have never had the good fortune to experience. | showered with soap and
water on a daily basis, but many Haitian people don’t even have running water.

| was able to get into clean clothing yet many children in Haiti have never had a
new pair of shoes. Despite the conditions after the hurricanes in 2008, | witnessed
children walking to school in clean pressed uniforms and a street vendor selling
vegetables to his customer with a glimmer of hope in his eye that foresees

better days ahead. Even in a state of despair, the Haitian people are proud and
welcoming and have unlimited gratitude for the assistance offered to them.

During my LETs assignment | met people from all over the world. We work for
competing companies and many different organizations, and come from different
places, cultures and backgrounds. Yet, we have many things in common. We
have a similar sense of humor. We feel it when we see a child who is sick or in
need. And when we join together to help our brothers and sisters in need, we
become united as one.
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9.0 Global Reporting Initiative (GRI)

The Global Reporting Initiative (GRI-G3) serves as the foundation for
compiling the UPS Corporate Sustainability Report. The GRI helps us to
develop key performance indicators relevant to our business.

The 2008 report is based on the third generation of Global Reporting
Initiative (GRI) guidelines known as GRI-G3. The GRI is an independent
institution that provides a credible framework for sustainability reporting.

We believe that our 2008 reporting qualifies for the GRI scope “B” application
level requirements. Last year, we made a mistake when completing

the GRI-G3 Index. We met the requirements but inadvertently did not
record disclosure in two required categories—human rights and product
responsibility. This has been corrected in 2008.

9.1 GRI-G3 Index
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9.1 GRI-G3 Index
LEGEND: REPORT APPLICATION LEVELS: C C+ B B+ A+
[ ) Fully Reported [ )) Partially Reported Self Declared (Mandatory) n
O Not Reported N/A Not Applicable to UPS Third Party Checked (Optional)
GRI Checked (Optional) (Optional)
G3 INDICATOR DESCRIPTION DISCLOSURE
STRATEGY & ANALYSIS
1.1 Statement from the most senior decision-maker of the organization about the relevance of Letter from the Chairman; Section 2.0 [ ]
sustainability to the organization and its strategy.
1.2 Description of key impacts, risks and opportunities. Letter from the Chairman; Sections 2.0 and 6.1, p. 37 [ ]
ORGANIZATIONAL PROFILE
2.1 Name of the organization. Cover
2.2 Primary brands, products and/or services. Section 6.1; 2008 Annual Report, Form 10-K, p. 5, investor.shareholder.com/ups
2.3 Operational structure of the organization, including main divisions, operating companies, Section 6.1; 2008 Annual Report, p.1-4, investor.shareholder.com/ups
subsidiaries and joint ventures.
2.4 Location of organization’s headquarters. Section 6.1 p. 38; 2008 Annual Report, Form 10-K, p. 12; investor.shareholder.com/ups
2.5 Number of countries where the organization operates, and names of countries with either Section 6.1, p. 38; 2008 Annual Report, Form 10-K, p. 12-13, investor.shareholder.com/ups
major operations or that are specifically relevant to the sustainability issues covered in the
report.
2.6 Nature of ownership and legal form. 2008 Annual Report, Form 10-K; investor.shareholder.com/ups [ ]
2.7 Markets served. 2008 Annual Report, Form 10-K, p. 1-5; investor.shareholder.com/ups [ ]
2.8 Scale of the reporting organization. Section 5.0; 2008 Annual Report, Form 10-K; investor.shareholder.com/ups [ )
2.9 Significant changes during the reporting period regarding size, structure or ownership. 2008 Annual Report; inside front cover and Letter from Chairman; investor.shareholder.com/ups [ )
2.10 Awards received in the reporting period. Section 4.3; UPS Pressroom, pressroom.ups.com [ J
REPORT PARAMETERS
3.1 Reporting period for information provided. Section 4.1
32 Data of most recent previous reports (if any). Section 4.1; 2007 Sustainability Report, sustainability.ups.com



http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://pressroom.ups.com/About+UPS/Awards
http://sustainability.ups.com
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33 Reporting cycle. Section 3.5 [ )

34 Contact point for questions regarding the report or its contents. Sections 3.4 and 3.5 [ J

35 Process for defining report content. Section 3.4/3.5 [ )

3.6 Boundary of Report. Sections 4.1 and 7.1 o

3.7 State any specific limitations on the scope or boundary. Sections 3.3, 4.1 and 7.1 [ ]

3.8 Basis for reporting on joint ventures, subsidiaries, leased facilities, outsourced operations, Section 4.1, p. 22 ()
and other entities that can significantly affect comparability from period to period and/or
between organizations.

39 Data measurement techniques and the bases of calculations, including assumptions and Section 4.1 o
techniques underlying estimations applied to the compilation of the Indicators and other
information in the report.

3.10 Explanation of the effect of any restatements of information provided in earlier reports, and Section 9.0 [ )
the reasons for such restatement.

3.1 Significant changes from previous reporting periods in the scope, boundary, or Sections 3.0, 3.1, 3.2, and 3.3 [ ]
measurement methods applied in the report.

3.12 Table identifying the location of the Standard Disclosures in the report. Section 9.1

3.13 Policy and current practice with regard to seeking external assurance for the report. No external assurance, see Section 3.3, p. 16 for future plans
GOVERNANCE, COMMITMENTS, AND ENGAGEMENT

4.1 Governance structure of the organization, including committees under the highest Sections 5.0, 5.1 and 5.2 o
governance body responsible for specific tasks, such as setting strategy or organizational
oversight.

4.2 Indicate whether the Chair of the highest governance body is also an executive officer. Section 5.1

43 For organizations that have a unitary board structure, state the number of members of the Section 5.7; Director Independence page, investor.shareholder.com/ups
highest governance body that are independent and/or non-executive members.

4.4 Mechanisms for shareholders and employees to provide recommendations or direction to Contact Board page, Investor Relations website, investor.shareholder.com/ups [ )
the highest governance body.

45 Linkage between compensation for members of the highest governance body, senior Compensation Committee Charter and Director Compensation pages, investor.shareholder.com/ups; 2009 Proxy o
managers, and executives (including departure arrangements), and the organization’s Statement, p. 16, investor.shareholder.com/ups
performance (including social and environmental performance).

4.6 Process in place for the highest governance body to ensure conflicts of interest are Section 5.1 [ ]

avoided.



http://investor.shareholder.com/ups/governance/documentdisplay.cfm?DocumentID=1732&CommitteeID=1521
http://investor.shareholder.com/ups/governance/boardcontact.cfm
http://investor.shareholder.com/ups/governance/documentdisplay.cfm?DocumentID=561&CommitteeID=900
http://investor.shareholder.com/ups/governance/compensation.cfm
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G3 INDICATOR DESCRIPTION DISCLOSURE

4.7 Process for determining the qualifications and expertise of the members of the highest Board of Directors includes people with broad knowledge and experience in the area of sustainability, investor. [ ]
governance body for guiding the organization’s strategy on economic, environmental, and shareholder.com/ups; 2009 Proxy Statement, p. 9, investor.shareholder.com/ups
social topics.

4.8 Internally developed statements of mission or values, codes of conduct, and principles Sections 5.3, p. 31 and 7.1, p. 51 [ )
relevant to economic, environmental, and social performance and the status of their
implementation.

4.9 Procedures of the highest governance body for overseeing the organization’s identification Sections 5.1 and 5.2; Corporate Governance, investor.shareholder.com/ups o
and management of economic, environmental, and social performance, including
relevant risks and opportunities, and adherence or compliance with internationally agreed
standards, codes of conduct, and principles.

4.10 Processes for evaluating the highest governance body’s own performance, particularly with The Board and its committees perform annual self-evaluations, investor.shareholder.com/ups [ ]
respect to economic, environmental, and social performance.

4.11 Explanation of whether and how the precautionary approach or principle is addressed by Climate Change Statement Section 7.1, p. 51 [ ]
the organization.

4.12 Externally developed economic, environmental, and social charters, principles, or other Sections 4.4 and 7.1, p, 51; Code of Business Conduct, investor.shareholder.com/ups [ )
initiatives to which the organization subscribes or endorses.

4.13 Memberships in associations (such as industry associations) and/or national/international Sections 3.2, 4.3,5.4,5.5,7.1p. 52 and 8.3 [ )
advocacy organizations.

4.14 List of stakeholder groups engaged by the organization. Section 5.5

4.15 Basis for identification and selection of stakeholders with whom to engage. Section 5.5

4.16 Approaches to stakeholder engagement, including frequency of engagement by type and Section 5.5
by stakeholder group.

4.17 Key topics and concerns that have been raised through stakeholder engagement, and how Section 5.5 [ )
the organization has responded to those key topics and concerns, including through its
reporting.
ECONOMIC

EC1 Economic value generated and distributed, including revenues, operating costs, employee 2008 Annual Report, Form 10-K. Revenue US$51,485,478,247; Comp & Benefits US$26,063,438,893; ()
compensation, donations and other community investments, retained earnings, and Other US$20,040,522,785; Operating Expense US$46,103,961,678; Retained Earnings US$12,411,787,751;
payments to capital providers and governments. Charitable Contribution Expense US$28,026,340; Payments to Capital Providers (Interest Expense & Dividends)

US$2,660,593,221

EC2 Financial implications and other risks and opportunities for the organization’s activities due UPS 2009 Carbon Disclosure Project Report, cdproject.net o
to climate change.

EC3 Coverage of the organization’s defined benefit plan obligations. 2008 Annual Report, Form 10-K, Note 5, p. 63, investor.shareholder.com/ups [ ]



http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/index.cfm
http://investor.shareholder.com/ups/governance/documentdisplay.cfm?DocumentID=559
http://investor.shareholder.com/ups/financials/sec.cfm?DocType=Proxy&Year=
http://investor.shareholder.com/ups/governance/documentdisplay.cfm?DocumentID=5550
http://www.cdproject.net/
http://investor.shareholder.com/ups/
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EC4 Significant financial assistance received from government. Not Reported O

EC5 Range ratios of standard entry level wage compared to local minimum wage at significant Not Reported O
locations of operations.

EC6 Policy, practices and proportion of spending on locally based suppliers at significant Our emphasis is on diversity spend rather than local. We do, however, track local, which is approximately ©
locations of operation. 7-12 percent of total spend.

EC7 Procedures for local hiring and proportion of senior management hired from the local We recruit, train and develop local management people to lead our operations. In 2008, out of 72,400 employees [ ]
community at significant locations of operations. working in operations outside the U.S., fewer than 265 were foreign expatriates working in host countries, including

only 65 U.S. expats. A majority of country leadership positions are held by managers hired locally.

EC8 Development and impact of infrastructure investments and services provided primarily for Not reported O
public benefit through commercial, in kind or pro bono engagement.

EC9 Understanding and describing significant indirect economic impacts, including the extent Section 6.0-6.8 [ ]
of impacts.
ENVIRONMENTAL

EN1 Materials used by weight or volume. 41,797 U.S. tons of packaging material globally [ )

EN2 Percentage of materials used that are recycled input materials. 93% of the 41,797 U.S. tons contains recycled materials [ J

EN3 Direct energy consumption by primary energy source. Section 7.2, p. 53-58 [ )

EN4 Indirect energy consumption by primary energy source. Section 7.2, p. 53-58 [

EN5 Energy saved due to conservation and efficiency improvements. Section 7.2, p. 53-58 [ ]

EN6 Initiatives to provide energy-efficient or renewable energy-based products and services, Sections 7.2, p. 53-58 and 7.4, p. 62-67 [ ]
and reductions in energy requirements as a result of these initiatives.

EN7 Initiatives to reduce indirect energy consumption and reductions achieved. Section 7.5, p. 68-70 ©

EN8 Total water withdrawal by source. Section7.6, p. 72-74 [ ]

EN9 Water sources significantly affected by withdrawal of water. Not Applicable N/A

EN10 Percentage and total volume of water recycled and reused. Not Applicable N/A

EN11 Location and size of land owned, leased, managed in or adjacent to, protected areas and Not reported O
areas of high biodiversity value outside protected areas.

EN12 Description of significant impacts of activities, products and services on biodiversity in Not reported O
protected areas and areas of high biodiversity value outside protected areas.

EN13 Habitats protected or restored. Not reported O
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EN14 Strategies, current actions, and future plans for managing impacts on biodiversity. Not reported O

EN15 Number of IUCN Red List species and national conservation list species with habitats in Not reported O
areas affected by operations, by level of extinction risk.

EN16 Total direct and indirect greenhouse gas emissions by weight. Section 7.2, p. 53-58

EN17 Other relevant indirect greenhouse gas emissions by weight. Section 7.2, p. 53-58

EN18 Initiatives to reduce greenhouse gas emissions and reductions achieved. Section 7.2, p. 53-58

EN19 Emissions of ozone-depleting substances by weight. Not Applicable N/A

EN20 NOx, SOx and other significant air emissions by type and weight. Section 7.4, p. 66 (D)

EN21 Total water discharge by quality and destination. Not Applicable N/A

EN22 Total weight of waste by type and disposal method. Section 7.7, p. 76

EN23 Total number and volume of significant spills. Section 7.7, p. 76-77

EN24 Weight of transported, imported, exported, or treated waste deemed hazardous under the Not reported
terms of the Basel Convention Annex |, II, Il, and VIII, and percentage of transported waste
shipped internationally.

EN25 Identity, size, protected status, and biodiversity value of water bodies and related habitats Not applicable N/A
significantly affected by the reporting organization’s discharges of water and runoff.

EN26 Initiatives to mitigate environmental impacts of products and services, and extent of Sections 7.2, p. 53-58 and 7.4, p. 62-67 [ )
impact mitigation.

EN27 Percentage of products sold and their packaging materials that are reclaimed by category. Not reported

EN28 Monetary value of significant fines and total number of non-monetary sanctions for non- Section 7.7, p. 76-77 [ )
compliance with environmental laws and regulations.

EN29 Significant environmental impacts of transporting products and other goods and materials Not reported O
used for the organization’s operations, and transporting members of the workforce.

EN30 Total environmental protection expenditures and investments by type. Not reported O
LABOR PRACTICES & DECENT WORK

LA1 Total workforce by employment type, employment contract, and region. Of our 426,000 employees, we have: 260,000 International Brotherhood of Teamsters, 2,900 Independent [ ]

Pilots Association, 3,000 with International Association of Machinists and Aerospace Workers.
LA2 Total number and rate of employee turnover by age group, gender, and region. Section 4.1 KPI-Employee Turnover O
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LA3 Benefits provided to full-time employees that are not provided to temporary or part-time Section 8.1 ©

employees, by major operations.

LA4 Percentage of employees covered by collective bargaining agreements. UPS employs approximately 425,000 employees, of which 56% or 250,000 are members of the International [ )
Brotherhood of Teamsters. In addition, 2,200 employees are members of the Independent Pilots Association and
2,900 employees are members of the International Association of Machinists and Aerospace Workers.

LAS Minimum notice period(s) regarding significant operational changes, including whether it The collective bargaining agreement between UPS and the International Brotherhood of Teamsters requires a [ ]

is specified in collective agreements. minimum of 45 days notice prior to any significant operational change. In addition, certain provisions in our
Independent Pilots Association and International Association of Machinists and Aerospace Workers agreements have
notice requirements if certain changes are made.
LA6 Percentage of total workforce represented in formal joint management-worker health 10 percent of UPS’s total workforce participates in formal join management-worker health and safety committees at o
and safety committees that help monitor and advise on occupational health and safety the facility level. See also our safety information, section 8.2.
programs.
LA7 Rates of injury, occupational diseases, lost days and absenteeism, and number of work- Section 8.2. In 2008, we experienced six fatalities company-wide. There were 1.03 fatal vehicle accidents per ()
related fatalities by region. 100 million miles driven in our U.S. package operation. See also our safety Key Performance Indicator (Days Away,
Restricted or Transferred Duty), section 4.1.
LA8 Education, training, counseling, presentation and risk-control programs in place to assist UPS employees and their families have access to extensive health benefits, including education programs, health [ ]
work-force members, their families or community members regarding serious diseases. counseling, and workplace safety programs. Some examples of our topics include smoking cessation, health
assessments, drug counseling, diabetes management, high-blood pressure management, among many others.
Details of those programs are on p. 38-39 in our 2007 Sustainability Report, sustainability.ups.com

LA9 Health and safety topics covered in formal agreements with trade unions. All of our collective bargaining agreements contain provisions that address the Health and Safety of our employees. [ )
These agreements include but are not limited to the following topics: Health and Safety Committees, hazardous
materials handling, vehicle and personal safety equipment, accidents and reports, and others.

LA10 Average hours of training per year per employee by employee category. UPS offers extensive training across all employee groups around the world. We are reporting U.S. data for hours per [ )
year for the following major employee categories: Middle management—109.36; front-line management—70.63;
drivers—20.58; part-time non-management—10.43. These categories represent 86% of U.S. Operations employees.

Total hours for all U.S. employees is 6,078,484; Section 6.8.
LA11 Programs for skills management and lifelong learning that support the continued UPS provides skills and leadership training for the continued development of its management employees using both [ ]
employability of employees and assist them in managing career endings. internal and external resources. Examples of internal programs include: New Management Orientation, Supervisor
Leadership School, Manager Leadership School, Leadership Academy, Executive Leadership Seminar, and the
Community Internship Program. External programs for continued development include access to online management
and job specific courses, UPS Education Assistance Program, professional certifications, seminars, and conferences.
Regarding transition assistance programs for those who have retired or were terminated, support is provided on
an individual, situational and case by case basis, and has included job placement, severance, financial planning,
training, and counseling. Sections 8.1 and 8.3.
LA12 Percentage of employees receiving regular performance and career development reviews. 89% of eligible non-union employees received a performance review and 66% of those documented a career [ ]

development discussion. This group totals more than 73,000 employees.
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LA13 Composition of governance bodies and breakdown of employees per category according to Composition of Management Committee, UPS’s primary governance group: 10 men, two women; by race: 10 white, ©
gender, age group, minority group membership and other indicators of diversity. two African American. Board of Directors—9 men, 2 women; by race: 10 white, 1 African American. Women as a
percent of officers and managers: 29%. Minorities as a percentage of officers and managers: 31%. U.S. Workforce:
Asian 4%, Black 17%, Hispanic 9%, Native American/other 1%.
LA14 Ratio of basic salary of men to women by employee category. Not Reported O
HUMAN RIGHTS
HR1 Percentage and total number of significant investment agreements that include human Not Reported O
rights clauses or that have undergone human rights screening.
HR2 Percentage of significant suppliers and contractors that have undergone screening on Less than 3% of Corporate Procurement contracts include human rights language. ©
human rights and actions taken.
HR3 Total hours of employee training on policies and procedures concerning aspects of human In 2009, we intend to add human rights language as part of the UPS Code of Business Conduct, which is covered in ©
rights that are relevant to operations, including percentage of employees trained. compliance training required by new employees at time of hiring and existing employees every other year. The Code
of Business Conduct is available to employees in 12 languages on our intranet.
HR4 Total number of incidents of discrimination and actions taken. Not Reported
HR5 Operations identified in which the right to exercise freedom of association and collective Many of our employees are represented by labor unions and we support their rights to become members of a [ ]
bargaining may be at significant risk, and actions taken to support these rights. union. In addition, we encourage positive relationships with our employees and unions by adhering to the principles
outlined in our company policy book and our collective bargaining agreements.
HR6 Operations identified as having significant risk for incidents of child labor, and measures UPS manages its business in compliance with all applicable laws and regulations of the countries in which it [ )
taken to contribute to the elimination of child labor. operates, and in accordance with the Company’s high standards of business conduct. UPS is unaware of any
incidents, violations, complaints, or concerns in its operations involving the use of child labor.
HR7 Operations identified as having significant risk for incidents of forced or compulsory labor, UPS adheres to all applicable laws and we are not aware of any incidents of violations regarding forced or [ )
and measures to contribute to the elimination of forced or compulsory labor. compulsory labor.
HR8 Percentage of security personnel trained in the organizations policies or procedures 100% of UPS's security personnel receives training on the proper use of force. [ ]
concerning aspects of human rights that are relevant to operations.
HR9 Total number of incidents of violations involving rights of indigenous people and We are not aware of any incidents of violations involving the rights of indigenous people. o
actions taken.
SOCIETY
SO1 Nature, scope and effectiveness of any programs and practices that access and manage the Not Reported O
impacts of operations on communities, including entering, operating and exiting.
S02 Percentage and total of business units analyzed for risks related to corruption. During 2008, onsite corruption risk assessments were completed for our top nine high-risk countries.
S03 Percentage of employees trained in organization’s anti-corruption policies and procedures. Over the past two years, 96% of 44,000 full-time management employees were trained.




2008 UPS CSR / Global Reporting Initiative 104
9.1 GRI-G3 Index continued
G3 INDICATOR DESCRIPTION DISCLOSURE
S04 Actions taken in response to incidents of corruption. We comply with all applicable laws, rules and regulations, in all countries where we operate. The UPS Policy Book O
and The Code of Business Conduct have policies and procedures which prohibit UPS employees, and the people
acting on our behalf, from engaging in unlawful activities, including violations of the U.S. Foreign Corrupt Practices
Act and other applicable anti-bribery laws, rules and regulations in various countries.
SO5 Public policy positions and participation in public policy development and lobbying. Section 5.4 ©
S06 Total value of financial and in-kind contributions to political parties, politicians and related In the United States, UPS’s Political Action Committee donations to U.S. federal, state and local candidates totaled ()
institutions by country. US$2.4 million.
S07 Total number of legal actions for anti-competitive behavior, anti trust, and monopoly Not Reported O
practices and their outcomes.
S08 Monetary value of significant fines and total number of non-monetary sanctions for non- Not Reported O
compliance with laws and regulations.
PRODUCT RESPONSIBILITY
PR1 Life cycle stages in which health and safety impacts of products and services are assessed Not Reported O
for improvement, and percentage of significant products and services categories subject to
such procedures.
PR2 Total number of incidents of non-compliance with regulations and voluntary codes Not Reported O
concerning health and safety impacts of products and services during their lifecycle by
type of outcomes.
PR3 Type of product and service information required by procedures, and percentage of Not Reported O
significant products and services subject to such information requirements.
PR4 Total number of incidents of non-compliance with regulations and voluntary codes Not Reported O
concerning product and service information and labeling by type of outcomes.
PR5 Practices related to customer satisfaction, including results of surveys measuring customer UPS extensively monitors customer comments via internal and external channels. An important tool is an [ ]
satisfaction. independent survey that collects comments from more than 3,000 shipper interviews each year. And focus groups
are held throughout the year.
PR6 Programs for adherence to laws, standards and voluntary codes related to marketing All communications materials, including advertising enterprise-wide, goes through a legal review to determine [ )
communications, including advertising, promotion and sponsorship. compliance with all pertinent laws and regulations.
PR7 Total number of incidents of non-compliance with regulations and voluntary codes Not Reported O
concerning marketing communications including advertising, promotion and sponsorship
by type of outcome.
PR8 Total number of substantiated complaints regarding breaches of customer privacy and loses Not Reported O
of customer data.
PRY Monetary value of significance fines for non-compliance with laws and regulations 2008 Annual Report, Form 10-K, pages 14 and 37, investors.shareholders.com/ups [ )

concerning the provision and use of products and services.
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