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Presentations may contain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities 
Exchange Act of 1934. Forward-looking statements are subject to certain risks and uncertainties that could cause actual results to differ materially from our 
historical experience and our present expectations or anticipated results. These risks and uncertainties include, but are not limited to: general economic 
conditions, both in the U.S. and internationally; significant competition on a local, regional, national, and international basis; changes in our relationships with our 
significant customers; existing complex and stringent regulations in the U.S. and internationally, changes to which can impact our business; increased security 
requirements that may increase our costs of operations and reduce operating efficiencies; legal, regulatory or market responses to global climate change; 
negotiation and ratification of labor contracts; strikes, work stoppages and slowdowns by our employees; the effects of changing prices of energy, including 
gasoline, diesel and jet fuel, and interruptions in supplies of these commodities; changes in exchange rates or interest rates; our ability to maintain the image of 
our brand; breaches in data security; disruptions to the Internet or our technology infrastructure; our ability to accurately forecast our future capital investment 
needs; exposure to changing economic, political and social developments in international and emerging markets; changes in business strategy, government 
regulations, or economic or market conditions that may result in substantial impairment of our assets; increases in our expenses or funding obligations relating 
to employee health, retiree health and/or pension benefits; the potential for various claims and litigation related to labor and employment, personal injury, 
property damage, business practices, environmental liability and other matters; our ability to realize the anticipated benefits from acquisitions, joint ventures or 
strategic alliances; our ability to manage insurance and claims expenses; and other risks discussed in our filings with the Securities and Exchange Commission 
from time to time, including our Annual Report on Form 10-K for the year ended December 31, 2016, or described from time to time in our future reports filed 
with the Securities and Exchange Commission. You should consider the limitations on, and risks associated with, forward-looking statements and not unduly rely 
on the accuracy of predictions contained in such forward-looking statements. Management believes that these forward-looking statements are reasonable as 
and when made. We do not undertake any obligation to update forward-looking statements to reflect events, circumstances, changes in expectations, or the 
occurrence of unanticipated events after the date of those statements.  

Management believes that these forward-looking statements are reasonable as and when made. However, caution should be taken not to place undue reliance 
on any such forward-looking statements because such statements speak only as of the date when made. We undertake no obligation to publicly update or 
revise any forward-looking statements.

Information included in all presentations, including comparisons to prior periods, may reflect adjusted results. See appendix for reconciliations of adjusted results 
and other non-GAAP financial measures.

Forward-Looking Statements
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Update from UPS

• The Smart Global Logistics Network

• Strong History of Return on Investments

• Long-Term Financial Targets



Investing to Grow and Deliver

• The Smart Global Logistic Network

• U.S. Saturday delivery ground expansion

• Deepening and widening UPS presence in 

key international markets

• Purchasing 14 new 747-8F from Boeing



The Smart Global Logistics Network

ORION
(phase II)

Facility 
Automation

Network Planning Tool

EDGE

Higher Levels of Automation and Integration Than Ever Before

*Annual cost savings and avoidance once fully implemented 5

$800M to $1B*



U.S. Domestic Operating Investments

The Intersection of
Operating Savings
and Investments

Facility Automation 

EDGE

Network Planning Tool

ORION (Phase II)  
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UPS Financial Hallmarks

Strong History of Returns on Capital
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Industry Leading Margins*

*Operating Margin is presented on an adjusted basis for all companies (trailing 12 months) and is 
not reflective of the Global Small Package market.
** FDX includes TNT in FY 2Q17

International Export Volume Growth

See appendix for reconciliation of adjusted results.
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2018 - 2019 Targets (Non-GAAP)

U.S. Domestic Target 2018 - 2019

Revenue 4% to 6%

Adj. Operating Profit 5% to 9%

Adj. Operating Margin 13% to 14%

International Target 2018 - 2019

Revenue 5% to 8%

Adj. Operating Profit 8% to 12%

Adj. Operating Margin 16% to 19%

SC&F Target 2018 - 2019

Revenue 4% to 8%

Adj. Operating Profit 6% to 10%

Adj. Operating Margin 6% to 8%

Total Company Target 2018 - 2019

Total Revenue 4% to 6%

Adj. Operating Profit 5% to 9%

Adj. Earnings per Share 5% to 10%

Share Repurchases of $1.0B to $1.8B, Dividend Payout of 50% to 55% 
of Adj. Net Income, and  ROIC between 23% to 28%

See Appendix for reconciliation of adjusted results from prior years.
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Reconciliation of GAAP and non-GAAP Financial 
Measures

We supplement the reporting of our financial information determined under generally accepted accounting principles ("GAAP") with certain non-GAAP financial performance measures, 
including, as applicable, "as adjusted" cost-per-piece, operating expenses, operating profit, operating margin, pre-tax income, net income, earnings per share and Return on Invested 
Capital (“ROIC”). The equivalent measures determined in accordance with GAAP are also referred to as "reported" or "unadjusted.” Additionally, we disclose currency-neutral revenue and 
adjusted cash flows from operations. 

We believe that these non-GAAP measures provide additional meaningful information to assist users of our financial statements in understanding our financial results and assessing our 
ongoing performance because they exclude items that may not be indicative of, or are unrelated to, our underlying operations and may provide a useful baseline for analyzing trends in our 
underlying businesses. Management uses these non-GAAP financial measures in making financial, operating and planning decisions. We also use certain of these measures for the 
determination of incentive compensation award results. 

Non-GAAP financial performance measures should be considered in addition to, and not as an alternative for, our reported results prepared in accordance with GAAP. Our non-GAAP 
financial information does not represent a comprehensive basis of accounting. Therefore, our non-GAAP financial information may not be comparable to similarly titled measures reported 
by other companies. 

Outlook

The company provides guidance on an adjusted (non-GAAP) basis because it is not possible to predict or provide a reconciliation reflecting the impact of future pension mark-to-market 
adjustments, which would be included in reported (GAAP) results and could be material.

Mark-To-Market Pension and Post-Retirement Adjustments

We recognize changes in the fair value of plan assets and net actuarial gains and losses in excess of a 10% corridor for company-sponsored pension and post-retirement liabilities 
immediately as part of net periodic benefit cost. We supplement the presentation of our reported performance measures with similar non-GAAP performance measures that exclude the 
impact of the portion of net periodic benefit cost represented by the gains and losses recognized in excess of the 10% corridor and the related income tax effects. 

This adjusted net periodic benefit cost is comparable to the accounting for our defined benefit plans in our quarterly reporting under U.S. GAAP, and reflects assumptions utilizing the 
expected return on plan assets and the discount rate used for determining net periodic benefit cost (the non-adjusted net periodic benefit cost reflects the actual return on plan assets and 
the discount rate used for measuring the projected benefit obligation). We believe this adjusted net periodic benefit cost provides important supplemental information that reflects the 
anticipated long-term cost of our defined benefit plans, and provides a benchmark for historical defined benefit cost trends that may provide useful comparison of year-to-year financial 
performance without considering the short-term impact of changes in market interest rates, equity prices, and similar factors.

The deferred income tax effects of these mark-to-market pension and postretirement adjustments are calculated by multiplying the statutory tax rates applicable in each tax jurisdiction, 
including the U.S. federal jurisdiction and various U.S. state and non-U.S. jurisdictions, by the adjustments. 
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(Continued)

Health and Welfare Plan Changes

In connection with the ratification of our national master agreement with the International Brotherhood of Teamsters in 2014, we incurred pre-tax charges associated with changes in the 
delivery of healthcare benefits to certain active and retired union employees. We believe adjusting our reported performance measures for these charges provides important supplemental 
information that is reflective of long-term trends and that may provide useful comparison of year-to-year financial performance without considering the short-term impact of one-time 
health and welfare plan charges.

TNT Express Termination Fee and Related Gain on Liquidation on Foreign Subsidiary 

During 2013, we terminated our agreement to purchase TNT Express. In connection our plan to integrate TNT Express upon acquisition, we liquidated a foreign subsidiary resulting a 
one-time gain.  We believe adjusting our reported performance measures for these transactions provides important supplemental information as they are not reflective of our long-term 
trends and that excluding them provides a useful comparison of year-to-year financial performance.

Multi-employer Pension Plan (“MEPP”) Changes

In connection with our withdrawal from certain MEPPs during 2012, we incurred pre-tax charges associated with our portion of the plans’ liabilities upon exit. We believe adjusting our 
reported performance measures for these charges provides important supplemental information that is reflective of long-term trends and that may provide useful comparison of year-to-
year financial performance without considering the short-term impact of one-time MEPP charges.

Gain on Real Estate Transaction 

During 2011, we recorded a gain as a result of selling certain of our real-estate assets.  These gains are not indicative our on-going business operations. We believe adjusting our reported 
performance measures for these gains provides important supplemental information as these transactions are not reflective of our long-term trends and that excluding them provides a 
useful comparison of year-to-year financial performance.

Teamsters Arbitration Ruling

During 2000, the 1997 Teamsters contract arbitration ruling resulted in a charge to the U.S. Domestic Small Package segment. We believe adjusting our reported performance measures 
for this charge provides important supplemental information that is reflective of long-term trends and that may provide useful comparison of year-to-year financial performance without 
considering the short-term impact of charges resulting from a one-time ruling.
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(Continued)

Currency-Neutral Revenue 

We supplement the reporting of our revenue with similar non-GAAP measures that exclude the period-over-period impact of foreign currency exchange rate changes and hedging 
activities. We believe currency-neutral revenue information allows users of our financial statements to understand growth trends in our products and results. We evaluate the performance 
of our International Package business on a currency-neutral basis.

Currency-neutral revenue is calculated by multiplying prior period reported U.S. dollar revenue by the prior period average exchange rates to derive prior period local currency revenue. 
The derived prior period local currency revenue is then divided by the average foreign currency exchange rates used to translate the company's financial statements in the comparable 
current year. The difference between the prior period reported U.S. dollar revenue and the derived prior period U.S. dollar revenue (including the impact of current period foreign 
currency hedging activities) is added to the current period reported U.S. dollar revenue to derive current period currency-neutral U.S. dollar revenue.

Adjusted Cash Flows from Operations

We supplement the reporting of our planned cash flows from operating activities with adjusted cash flows from operations, a non-GAAP liquidity measure. We believe this metric is an 
important indicator of how much cash will be generated by regular business operations and we use will use it as a measure of incremental cash available to invest in our business, meet 
our debt obligations and return cash to shareowners. We calculate adjusted cash flows from operations as cash flows from operating activities less discretionary pension contributions 
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Small Package Operating Margin Reconciliation

2013 2014 2015 2016

(amounts in millions)

U.S. Domestic Package GAAP 4,603$     2,859$     4,767$       3,017$     

Defined Benefit Plans Mark-to-Market Charge -          660          62             1,908       

Transfer healthcare coverage to MEP -          990          -            -          

U.S. Domestic Package Adjusted 4,603$     4,509$     4,829$       4,925$     

International Package GAAP 1,757$     1,677$     2,137$       2,044$     

Defined Benefit Plans Mark-to-Market Charge -          200          44             425          

Transfer healthcare coverage to MEP -          28           -            -          

TNT Termination Fee and Related Expenses 284          -          -            -          

Gain Upon Liquidation of Foreign Subsidiary (245)         -          -            -          

International Package Adjusted 1,796$     1,905$     2,181$       2,469$     

GAAP Small Package Operating Profit 6,360$     4,536$     6,904$       5,061$     

Adjusted Small Package Operating Profit 6,399$     6,414$     7,010$       7,394$     

Revenue

U.S. Domestic Package 34,074$   35,851$   36,747$     38,301$   

International Package 12,429     12,988     12,149       12,350     

Total Small Package 46,503$   48,839$   48,896$     50,651$   

GAAP U.S Domestic Package Operating Margin 13.5% 8.0% 13.0% 7.9%

GAAP International Package Operating Margin 14.1% 12.9% 17.6% 16.6%

GAAP Small Package Operating Margin 13.7% 9.3% 14.1% 10.0%

Adjusted U.S Domestic Package Operating Margin 13.5% 12.6% 13.1% 12.9%

Adjusted International Package Operating Margin 14.5% 14.7% 18.0% 20.0%

Adjusted Small Package Operating Margin 13.8% 13.1% 14.3% 14.6%

Small Package 

Operating Margin 
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Historical Operating Margin Reconcilliation

2011 2012 2013 2014 2015 2016

(amounts in millions)

U.S. Domestic Package GAAP Operating Profit 3,764$     459$        4,603$     2,859$     4,767$       3,017$     

Defined Benefit Plans Mark-to-Market Charge 479          3,177       -          660          62             1,908       

Transfer healthcare coverage to MEP -          -           -          990          -            -          

Multiemployer Pension Plan Withdrawal Charge -          896          -          -          -            -          

(Gain) or Loss on Real Estate Sale 15           -           -          -          -            -          

U.S. Domestic Package Adjusted Operating Profit 4,258$     4,532$     4,603$     4,509$     4,829$       4,925$     

International Package GAAP Operating Profit 1,709$     869$        1,757$     1,677$     2,137$       2,044$     

Defined Benefit Plans Mark-to-Market Charge 171          941          -          200          44             425          

Transfer healthcare coverage to MEP -          -           -          28           -            -          

TNT Termination Fee and Related Expenses -          -           284          -          -            -          

Gain Upon Liquidation of Foreign Subsidiary -          -           (245)         -          -            -          

International Package Adjusted Operating Profit 1,880$     1,810$     1,796$     1,905$     2,181$       2,469$     

Supply Chain & Freight GAAP Operating Profit 607$        15$          674$        432$        764$          406$        

Defined Benefit Plans Mark-to-Market Charge 177          713          -          202          12             318          

Transfer healthcare coverage to MEP (48)          -           -          84           -            -          

Supply Chain & Freight Adjusted Operating Profit 736$        728$        674$        718$        776$          724$        

Total GAAP Operating Profit 6,080$     1,343$     7,034$     4,968$     7,668$       5,467$     

Total Adjusted Operating Profit 6,874$     7,070$     7,073$     7,132$     7,786$       8,118$     

Revenue

U.S. Domestic Package 31,717$   32,856$    34,074$   35,851$   36,747$     38,301$   

International Package 12,249     12,124     12,429     12,988     12,149       12,350     

Supply Chain & Freight 9,139       9,147       8,935       9,393       9,467         10,255     

Total Revenue 53,105$   54,127$    55,438$   58,232$   58,363$     60,906$   

GAAP U.S Domestic Package Operating Margin 11.9% 1.4% 13.5% 8.0% 13.0% 7.9%

GAAP International Package Operating Margin 14.0% 7.2% 14.1% 12.9% 17.6% 16.6%

GAAP Supply Chain & Freight Operating Margin 6.6% 0.2% 7.5% 4.6% 8.1% 4.0%

GAAP Total Operating Margin 11.4% 2.5% 12.7% 8.5% 13.1% 9.0%

Adjusted U.S Domestic Package Operating Margin 13.4% 13.8% 13.5% 12.6% 13.1% 12.9%

Adjusted International Package Operating Margin 15.3% 14.9% 14.5% 14.7% 18.0% 20.0%

Adjusted Supply Chain & Freight Operating Margin 8.1% 8.0% 7.5% 7.6% 8.2% 7.1%

Adjusted Total Operating Margin 12.9% 13.1% 12.8% 12.2% 13.3% 13.3%

Segment Operating Margins
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ROIC Reconciliation

(amounts in millions)

2011 - 

Adjusted

2011 - 

GAAP

2012 - 

Adjusted

2012 - 

GAAP

2013 - 

Adjusted

2013 - 

GAAP

2014 - 

Adjusted

2014 - 

GAAP

2015 - 

Adjusted

2015 - 

GAAP

2016 - 

Adjusted

2016 - 

GAAP

Operating Profit 6,874      6,080      7,070      1,343      7,073      7,034      7,132      4,968      7,786       7,668     8,118       5,467      

Less:  Taxes (2,365)     (2,073)     (2,439)     (230)        (2,504)     (2,427)     (2,532)     (1,719)     (2,647)      (2,607)    (2,801)      (1,815)     

After-Tax Op Profit 4,509      4,007      4,631      1,113      4,569      4,607      4,600      3,249      5,139       5,061     5,317       3,652      

Beginning LT Debt 10,491    10,491    11,095    11,095    11,089    11,089    10,824     10,824     9,856       9,856     11,316     11,316    

Ending LT Debt 11,095    11,095    11,089    11,089    10,824    10,824    9,856      9,856      11,316     11,316    12,394     12,394    

Beginning Shareowners' Equity 10,387    8,047      9,853      7,108      7,941      4,733      6,566      6,488      5,356       2,158     5,200       2,491      

Ending Shareowners' Equity 9,853      7,108      7,941      4,733      6,566      6,488      5,356      2,158      5,200       2,491     3,850       429        

Average Invested Capital 20,913    18,371    19,989    17,013    18,210    16,567    16,301     14,663     15,864     12,911    16,380     13,315    

Return on Invested Capital 21.6% 21.8% 23.2% 6.5% 25.1% 27.8% 28.2% 22.2% 32.4% 39.2% 32.5% 27.4%

Beginning Total Debt 10,846    10,846    11,128    11,128    11,120    11,120    10,872     10,872     10,787     10,787    14,334     14,334    

Ending Total Debt 11,128    11,128    11,120    * 11,120    * 10,872    10,872    10,787     10,787     14,334     14,334    16,075     16,075    

Beginning Shareowners' Equity 10,387    8,047      9,853      7,108      7,941      4,733      6,566      6,488      5,356       2,158     5,200       2,491      

Ending Shareowners' Equity 9,853      7,108      7,941      4,733      6,566      6,488      5,356      2,158      5,200       2,491     3,850       429        

Average Invested Capital 21,107    18,565    20,021    17,045    18,250    16,607    16,791     15,153     17,839     14,885    19,730     16,665    

Return on Invested Capital 21.4% 21.6% 23.1% 6.5% 25.0% 27.7% 27.4% 21.4% 28.8% 34.0% 27.0% 21.9%

*2012 total debt adjusted to reflect 1/15/13 debt repayment of $1.75B

Shareowners Equity Adjustments:

2011 beginning balance adjusted $2.340 billion for unrecognized pension and postretirement benefits costs, net of tax

2011 ending balance adjusted $2.745 billion for unrecognized pension and postretirement benefits costs, net of tax

2012 ending balance adjusted $3.208 billion for unrecognized pension and postretirement benefits costs, net of tax

2013 ending balance adjusted $78 million for TNT and unrecognized pension and postretirement benefits costs, net of tax

2014 ending balance adjusted $3.198 billion for unrecognized pension and postretirement benefits costs, net of tax

2015 ending balance adjusted $2.709 billion for unrecognized pension and postretirement benefits costs, net of tax

2016 ending balance adjusted $3.421 billion for unrecognized pension and postretirement benefits costs, net of tax

ROIC
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