


2008 UPS CSR / Environmental Stewardship

50

7.1 Commitment to Environmental Leadership

We conduct our business and operations with con-
sideration for their environmental impact, and seek
to lead our industry in reducing that impact. Because
our operations depend on vehicles and aircraft to a
considerable extent, we focus strongly on making
our transportation networks as efficient and environ-
mentally sound as possible. We apply this approach
to our facilities as well, particularly with regard to
conservation and recycling programs. We continually
evaluate both available and emerging technologies
and seek opportunities for using them to improve
our environmental performance. All our people are
responsible for considering the environmental impact
of their actions, participating in UPS conservation
efforts, and for complying with applicable environ-

mental laws and regulations.

In our previous sustainability disclosure cycle, we
reported on five-year environmental stewardship
goals set in 2002. (Our 2007 Corporate Sustainability

Report is online at sustainability.ups.com). While

we achieved many of those goals, we also saw
profound changes in our company and the external
marketplace during that five-year period. UPS as

a company became far larger and we dramatically
expanded our international presence and delivery
volume. Meanwhile, society as a whole experienced
a powerful awakening to the risks and realities of

climate change.

As a result of all these factors, we have brought
significant new resources to bear on environmental
stewardship for the current reporting cycle. As we

described in earlier sections of this Report, UPS:

« Created a Sustainability Steering Committee that
includes six members of the UPS Management
Committee and 11 other senior managers.

« Formalized and documented an enterprise-wide
sustainability strategy.

« Created a sustainability team dedicated to
collecting data, monitoring key performance
indicators and reporting strategic activity and
achievements.

« Invested in and began implementing state-of-
the-art software for capturing emissions on a
global enterprise basis.

« Expanded and revised our Key Performance
Indicators and other environmental metrics,
often to make them more comprehensive and
comparable.

o Initiated and substantially completed a process

of setting new environmental stewardship goals.

Our new goals and KPIs are based on our ability to
capture data on a worldwide basis, throughout our
operations, at a far higher level of accuracy. Even

s0, our rapid international expansion has brought us
numerous facilities, supply chain relationships, and
other assets for which there is little or no prior infor-

mation available on energy use and emissions. Rather

than exclude these assets from our comprehensive
carbon inventories for 2007 and 2008, we have
applied a rigorous process of analysis, estimation and
calculation to develop meaningful data. The great
majority of our carbon inventory, however, is based

on actual data.

We conduct our business
and operations with
consideration for their
environmental impact, and
seek to lead our industry in
reducing that impact.

In this Report, we focus on data from 2005 to

the present because we believe that this period and
the data we can provide for it are most relevant
for us and our stakeholders. (Data for prior years
is available in previous Reports, which remain

available at sustainability.ups.com). In all charts

and graphs presented in this section of the Report,
we note any exclusions or material issues regarding

underlying data.


http://www.sustainability.ups.com
http://www.responsibility.ups.com/
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7.1 Commitment to Environmental Leadership continued

Climate Change Statement

As a global transportation company, UPS acknowledges that greenhouse gas emissions impact the climate
and pose a serious challenge to the environment—and ultimately the global economy. It is the responsibility
of all segments of society to improve energy efficiency and to reduce carbon emissions in the atmosphere.

UPS prides itself on its current, numerous sustainability
initiatives, and being a responsible corporate citizen.

Our long-term strategy is to optimize the processes that
consume non-renewable resources. We also recognize
that UPS is a critical component of our customers’ supply
chains, and that we have an obligation to help them
operate in @ more environmentally sustainable way.

technology-enabled, behavior-based, and engineering-
based approaches to address our environmental footprint.

collaboration with government, commercial, and
non-government organizations to create a sustainable
transportation infrastructure that will minimize environ-
mental impact. Climate change is a critical issue that
affects the future viability and prosperity of our world.

T Gt o

D. Scott Davis
Chairman and CEO

Specific ongoing programs yielding both operational
and environmental results are:

- Alternative fuel /technology fleet deployment.

+ Fuel and energy conservation programs.

+ Airline initiatives on the ground and in the air.

- Shipment consolidation.

+ Employee engagement programs.

We continue to review all aspects of our business,
including: systems, procedures, equipment, and operating
processes. These efforts are being developed in tandem

with our plans for growth and profitability. We will continue to improve our operating efficiency,

which is one of the most significant ways we reduce

Our plan includes: our energy and fuel use. These actions are just a

+ Transportation network optimization to minimize
the miles driven/flown.
+ Investments in fuel-saving technologies to reduce

partial list of our efforts to reduce our greenhouse
gas emissions and our dependency on fossil fuel. We
report our progress annually in our sustainability

our dependency on fossil-based fuels.
- Energy conservation via facility design, operational
practices, renewable energy, and retrofitting.

report (sustainability.ups.com). Additional information is
on our community website (responsibility.ups.com).

In closing, we will be part of the solution to discover more
opportunities for improvement with our industry partners
and other thought leaders. It will take determination and

All these measures include both ongoing and
new initiatives for the entire enterprise. We utilize


http://www.responsibility.ups.com/
http://www.responsibility.ups.com/

2008 UPS CSR / Environmental Stewardship

52

7.1 Commitment to Environmental Leadership continued

Climate Leadership

UPS has always believed that leadership is a matter of performance. Because
climate change is such a serious challenge for all of society, we are engaging actively
in external programs and partnerships in addition to pursuing our own climate

change initiatives. In recognition that our environmental processes, procedures,
and performance may be models or inspirations for others, we are eager to continue
the broad public discussion of climate change and how to address it.

In 2008, UPS became the first shipping company to

join the U.S. Environmental Protection Agency’s Climate
Leaders® program. Climate Leaders is an industry /govern-
ment partnership that works with companies to develop
comprehensive climate change strategies. Partner
companies commit to reducing their impact on the global
environment by completing a corporate-wide inventory
of greenhouse gas emissions, setting aggressive reduction
goals and annually reporting their progress to the EPA.

We have been a long-time partner in many voluntary
programs sponsored by the EPA including the Green
Power Partnership, Waste Wise, and ENERGY STAR
program. UPS was a charter partner in EPA’s SmartWay™
program for the freight industry, and received the
SmartWay Environmental Excellence Award in 2008
for leadership in conserving energy and lowering
greenhouse gas emissions.

UPS is the only transportation company among

S&P corporations to be selected for the 2008 Carbon
Disclosure Leadership Index (CDLI). More than 300
S&P companies responded to the Carbon Disclosure
Project’s 2008 request for information about climate
change risks and opportunities, emissions accounting,
performance and governance. Those selected were
judged on the basis of their transparency and depth of
information provided in the response. As the Carbon
Disclosure Project (CDP) says on its website, “companies
selected to appear in the CDLI demonstrate the highest
level of transparency and disclosure on climate change
within the S&P 500 index.” To view the entire CDLI

report: cdproject.net.


http://www.cdproject.net/carbon-disclosure-leadership-index.asp
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7.2 Reducing Fuel Use and Emissions

The single most important advance in our reporting
capability is completion of our first global CO,
inventories, for the years 2007 and 2008. UPS was

the first company in the package sector to conduct a

CO, inventory, and we have done so every year since

2002. Our latest leadership initiatives are captur-
ing our CO, inventory on an enterprise basis for
the entire world and, within that inventory, includ-
ing indirect emissions that come largely from our
transportation and service contractors rather than
our own operations. In other words, there is enough
detail in the rendering of our inventory to show that
it covers Scope 1, 2, and 3 emissions from all our

business segments worldwide.

UPS was the first company
in the package sector to
conduct a CO, inventory,
and we have done so every
year since 2002.

In conducting and disclosing our inventory, we

use the internationally recognized Greenhouse Gas
Protocol developed jointly by the World Resources
Institute (WRI) and the World Business Council on
Sustainable Development (WBCSD). Currently, the

majority of our metrics are expressed in terms of CO,

emissions. The Greenhouse Gas Protocol includes
five other type of emissions, which can be expressed
in CO, equivalents (CO,-e). While CO,-e reporting
is significantly more data- and calculation-intensive
than CO, reporting, it results in a more detailed
and actionable inventory. Even though we now
report absolute emissions from our U.S. Package
Operations on a CO,-e basis, we intend to broaden
our CO,-e reporting in the future as we gather and

analyze more data from international operations.

According to the Greenhouse Gas Protocol, our
Scope 1 emissions are those produced by our own
vehicles and aircraft; they are therefore considered
“direct.” Scope 2 emissions come from the electric-
ity that is used in a company’s facilities but produced
by others (usually electrical utilities); these emissions
are therefore considered indirect. Scope 3 emissions
are also indirect, but harder to capture because many
of them result from a company’s supply chain. These
include emissions related to production of purchased

materials as well as those from outsourced activities.

Given that most companies utilize resources that
generate Scope 3 emissions in order to operate, only
an inventory that includes Scope 3 data truly cap-
tures an enterprise-wide CO, impact. Yet a 2008
survey by the consulting firm Accenture, as reported
in Logistics Management magazine, showed that
only 10 percent of the companies surveyed actively

captured emissions from their supply chains. In

contrast, our Scope 3 inventory is both wide-ranging
and detailed, including data and calculations for
the shipping lines we use in our freight operations,
subcontractors included within our logistics network,

employee business travel, and more.

GLOBAL EMISSIONS
Our global CO, inventory was smaller in 2008
compared to 2007. This was due in large part to the

global economic downturn, which resulted in volume

Note on KPI Goals
and Calculations

Given the number of vehicles, locations, countries,
and authorized service provider relationships
involved in our global enterprise CO, inventory,
we have been unable to collect direct fuel usage
data in all cases. To complete the inventory, we
developed estimates and calculations based on
the best available information and conservative
assumptions. Our objective is to provide the most
complete picture of our global CO, inventory

that we can, even as we continue to advance our
data-gathering and analysis capabilities We are
also continuing to develop goals based on these
new capabilities.
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7.2 Reducing Fuel Use and Emissions continued

Global Enterprise CO, These graphs cover emissions for our
Emissions—Absolute entire global business, including all mobile

and stationary sources. CO, emissions
(Scope 1, 2 and 3) calculated in accordance with the

Greenhouse Gas Protocol. Scope 1 and 2
emissions in the United States based on
actual fuel and utility data. International
mmm Scope 1 (Direct) mmm  Scope 2 (Indirect) based on actual as well as calculated
and estimated data. Global Scope 3

data based on calculated and estimated
fuel and utility data. Includes emissions
from subcontracted transportation and
internal employee business travel, among
numerous other sources.

(million metric tonnes) Scope 3 (Indirect)

Scope 3 Emissions —— 19 22

2008 Global Enterprise
Total Scope 1and 2 —— =l B COZ Emissions

by Type

07 08

2008 Global Enterprise
CO, Emissions—Breakout
by Business Unit and Scope

(metric tonnes)

us.
Total Enterprise CO, Package
Operations

Intl Package
Operation

Scope 1 and 2 Only 7,249,640 4,305,229

Scope 3 Only 650,981 1,205,637

0.1% CNG

Global Supply
Chain & Freight

1,699,131

332,846

52.6% Jet A

8.3% Electricity

1.9% Natural Gas

4.3% Gasoline
0.1% Propane

32.7% Diesel
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7.2 Reducing Fuel Use and Emissions continued

declines, changes in product mix, and lower package
weight for UPS. Our initial inventories showed varia-
tion in existing processes for capturing fuel and
emissions data, particularly in international locations
and recently acquired companies. We are addressing
these variations at the process and personnel level
around the world, and expect to capture more actual

data in more locations in future inventories.

U.S. EMISSIONS

In 2008, we reduced energy consumption and
emissions from our U.S. Package Operations below
the levels in each of the previous three years, as
normalized by revenue. U.S. Package Operations is
our largest business segment by revenue and delivery
volume, and includes UPS Airlines emissions for the
United States. We have reported on this segment
extensively in prior Reports, and we continue to
include its energy and emissions efficiency among our
Key Performance Indicators. In 2008, we reduced
absolute energy consumption and emissions in our
U.S. Package Operations compared to the levels in
each of the previous two years. Within the 2008
improvement just mentioned, we reduced consump-
tion from both direct and indirect sources. In com-
parison to 2007 in particular, our focus on network
efficiency enabled us to reduce energy consump-
tion and emissions by a greater percentage than the

decline in package volume year-over-year.

CO,-e Emissions—Absolute,
Direct vs. Indirect, U.S. Package
Operations (Scope 1 and 2)

Energy Consumption—
Absolute, Direct vs. Indirect,
U.S. Package Operations

mmm Direct Energy Consumption (million gigajoules) mmm Direct COze Emissions (million metric tonnes)

mmm  ndirect Energy Consumption (million gigajoules) mmm  [ndirect COze Emissions (million metric tonnes)

05 06 07 08 05 06 07 08

The Greenhouse Gas Protocol includes six sources of global warming emissions, of which CO; is by far the most prominent.
The other five greenhouse gas sources can be expressed in CO, equivalents (“CO,-e”) of global warming potential. While CO,-e
reporting is more data- and calculation-intensive, it results in a more detailed and actionable carbon inventory. Results provided
are derived from actual fuel and utility data. In previous Reports, we divided energy consumption and emissions between mobile
and stationary sources. Beginning with this Report we now measure “direct” and “indirect” energy consumption. Direct energy
consumption includes all mobile sources of energy (gasoline, diesel, Jet A, compressed natural gas) and stationary sources of
energy (natural gas, propane and heating oil). Indirect energy consumption results from electricity consumption in UPS facilities.
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7.2 Reducing Fuel Use and Emissions continued

ENERGY EFFICIENCY IMPROVEMENTS

In 2008, we reduced energy consumption and emis-

sions from our U.S. Package Operations below the Energy Consumption— COZ Emissions—
levels in each of the previous years, as normalized Normalized by Volume and Normalized by Volume and
by revenue. In comparison to 2007 specifically, Revenue, U.S. Package Operations Revenue, U.S. Package Operations

energy efficiency per 1,000 packages improved

.35 percent and emissions efficiency per 1,000

Energy Consumed per 1,000 Packages (gigajoules) Million Metric Tons of CO, per 1,000 Packages
packages impl‘oVGd 47 percent. The improvements —=—  Energy Consumed per US$1,000 of Revenue (gigajoules) —=—  Million Metric Tons of C0, per US$100,000 of Revenue
resulted directly from better utilization of energy- | = coooootooooosooooooooooooooooooooooooooooo oo
consuming assets (facilities, aircraft, and vehicles, for
example). This is particularly notable because our 40 40 2.50 s 25
efficiency increased even when volumes were down 2397 2399

o ) 35 330 L5 323 35 2.40 24
due to the declining economy. The greater improve- .\;,__\3;12 2318
ment in emissions compared to energy included a 30 30 230 23
reduction in consumption of jet fuel and increased 2812 2813 2865 2855
25 25 2.20 2
use of natural gas for heating in our facilities.
20 2.0 2.10 215 B 5w 21
2losl 202
15 15 2.00 20
10 10 1.90 19
5 05 180 18
0 0.0 170 17
05 06 07 08 05 06 07 08

These metrics are Key Performance Indicators for UPS because they show our energy consumption and CO, emissions in terms

of package volume and business revenue. In contrast, an absolute measurement shows total energy consumption or emissions

without regard for how much business we were able to conduct at that level of consumption or emissions. Results provided are
derived from actual fuel and utility data.
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7.2 Reducing Fuel Use and Emissions continued

UPS Wins SmartWay Excellence Award

In 2008, UPS was a winner of a SmartWay*™ Excellence Award, which

recognizes freight industry leaders that have made significant contributions
to protecting the environment through their participation. The U.S.

Environmental Protection Agency (EPA) launched the SmartWay brand in

early 2004 to address environmental and economic issues challenging the

U.S. freight industry.

UPS was a charter partner in the program, helped test
the initial model, and contributed important fuel-saving
strategies. We have also exceeded the requirements

of the program every year. A Shipper Index Factor of
1.25 earns an “outstanding” rating from the EPA.

“We congratulate all our winners, and we encourage
them to talk about SmartWay in their stakeholder
communications,” says Margo T. Oge, Director of

the Office of Transportation and Air Quality at the

EPA. “From our point of view, it'’s good not just for the
companies in the program but also for our environment,
economy, and national security.”

The SmartWay partnership between the EPA and
industry is based on two facts: shipping companies face
the prospect of long-term increases in fuel costs, and
the United States absorbs the economic impact of those

costs and the environmental impacts of a growing
freight industry. Through SmartWay, the EPA is now
working with more than 1,000 businesses to address
these issues with smarter choices regarding their vehi-
cles, fuel usage, and shipping practices. For example,
freight carriers gain access to proven techniques for
reducing fuel use and emissions, and the EPA encourages
shippers to do more business with SmartWay carriers.
To further extend the impact of the SmartWay program,
UPS is actively encouraging its partner companies and
authorized service contractors to participate.
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7.2 Reducing Fuel Use and Emissions continued

Energy Consumption—
Absolute, Direct vs. Indirect,
Supply Chain and Freight

Direct energy consumption includes all mobile
sources of energy (gasoline, diesel, Jet A,
compressed natural gas) and stationary sources

of energy (natural gas, propane, and heating oil).
Indirect energy consumption results from electricity
consumption in facilities. Results provided are
derived from actual fuel and utility data.

mmm Direct Energy Consumption (million gigajoules)
mmm  ndirect Energy Consumption (million gigajoules)

20.53
18.78

07 08

Our energy consumption is driven primarily by fuel
use in mobile sources, which comprise 91 percent
of our consumption in the U.S. Package Operations
segment. Within this amount, aircraft fuel and
diesel fuel for delivery vehicles are the dominant
types. Stationary sources of energy consumption
are primarily electricity consumption (particularly
for extensive conveyor systems and lighting) and

natural gas heating.

Energy Consumption
by Type, U.S. Package
Operations

(gigajoules)

Total 97.7M gigajoules
Stationary: 9%, Mobile: 91%

Disclosure of absolute energy consumption for our
Supply Chain and Freight segment is new with the
2008 Report, and is part of a larger effort to measure
and set goals in additional segments of our business.
Absolute energy consumption in our Supply Chain
and Freight businesses increased compared to 2007

primarily due to growth in those businesses.

45% Jet A

0.2% CNG
5% Electricity
0.02% Heating Oil

4% Natural Gas

8% Gasoline

0.08% Propane
38% Diesel
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7.3 New Airline Emission Reduction Goal

‘Worldwide Services
Synchionizieg the woild ol comments

UPS Airlines has the most fuel-efficient fleet in the This decision is critical to UPS’s environmental FUEL-EFFICIENT AIRCRAFT:
package airline sector.”* We base this on the following  performance because airline emissions represent THE BENEFITS OF EARLY ACTION
fuel-efficiency metric: CO, pounds per available 53 percent of the company’s global CO, inventory. We have been able to stay ahead of the competition
ton mile (CO,lbs/ATM). In 2008, our efficiency We have recognized this responsibility to reduce our for more than 20 years because of a strategic commit-
factor was 1.42 CO,lbs/ATM—far superior to our CO, and have long made efficiency improvement ment to make our air fleet as operationally efficient as
nearest competitor’s current state and long-term a part of our strategic planning. possible, even when there were less capital-intensive
future targets. ‘ ' options available.

We intend to achieve our 2020 goal through three
Despite this leadership position, we are announcing major areas of focus: For example, regulations were introduced in the
in this Report an aggressive CO, reduction target 1980s to reduce noise levels. To comply, airlines had

« More fuel-efficient aircraft types and engines

of 1.24 CO, Ibs/ATM by 2020. This represents two choices:

a 42 percent improvement between 1990 and 2020
and a 20 percent reduction from 2005-2020.

« Fuel Saving Operational Initiatives
« Introduction of biofuels 1) buying “hush-kits” that reduced noise levels

but also reduced fuel efficiency; or

2) the more expensive option of revamping the
* Based on a comparison of major delivery companies in the package

. . « s ”» c
delivery sector that published efficiency factors in pounds per available aircraft engines (“re-engining ), which would
ton miles (ATM). ATM is defined as one ton of cargo flown one

niles (£ improve fuel-efficiency by 20 percent.
nautical mile.
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7.3 New Airline Emission Reduction Goal continued

CO, Emissions per Available Ton Mile—UPS Airlines

This metric is a new Key Performance Indicator (KPI) for UPS because UPS Airlines is our single largest source of emissions.
Our goal is to reduce our aircraft emissions to 1.24 pounds of CO, emitted per available ton mile (CO,Ibs/ATM) by 2020.
Distance is measured in nautical miles. Please note that this metric is currently strongly correlated with our KPI “Aviation
Gallons Burned per 100 Available Ton Miles” later in this section. We track both KPIs because future developments, such as
the introduction of lower-carbon jet fuels, may reduce their correlation.

22 |28 :

. N .
S m
=T

1.2

A

1.0

1990 2005 2008 2020

Unlike competitors, UPS chose the latter for its
727-100 fleet, a prevalent type of our aircraft at the
time. Between 1985 and 2008, that decision saved
more than 50 million gallons of fuel and more than
479,000 metric tonnes of CO, emissions over the

life of those 51 aircraft.

We have been able to stay
ahead of the competition
for more than 20 years
because of a strategic
commitment to make

our air fleet as operationally
efficient as possible.

All DC-8 aircraft purchased in the 1980s and 1990s
also were re-engined or equipped with more efficient

engines.

In addition, we made the strategic decision in the
1980s to purchase 757s (an aircraft that offered
30 percent better fuel efficiency) instead of 727s.

Meanwhile, our competitors continued to buy 727s.

Between 1995-2008 alone, UPS’s early action saved
more than one billion gallons of fuel and 11 million

metric tonnes of CO,.
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7.3 New Airline Emission Reduction Goal continued

In 2008, UPS retired its last 727s. By comparison,
our nearest competitors are just beginning to replace

their aging, less fuel-efficient aircraft.

In addition, UPS replaced 747-200s with 747-400s.
UPS first added the 747-400 to its fleet in 2007. The
747-400 has the lowest operating cost per ton-mile
of all freighters and its fuel consumption per ton of

payload is 20 percent less than that of the company’s
retired 747-200 aircraft.

FUEL-SAVING OPERATIONAL INITIATIVES
Details of our air network efficiencies are extensively
covered in the discussion of air network efficiency in

section 7.4, on pages 64-65. Those include:

« Lower flight speeds
« Reduced flight segments, where viable

]..

0

o Computer-managed aircraft taxi times VAAY 79545 UPS/5H Y WLEY : e AR,

« Jet engine washin '
J g g - i

« Computer-optimized flight plans S

INTRODUCTION OF BIOFUELS
UPS has included biofuels in its long-term strategic

plan for airline CO, reduction when it becomes
viable. We support efforts to promote the environ-
mentally responsible development of aviation
biofuels. We believe that biofuels for jets will become
available before 2020.

UPS started replacing 747-200s with the more fuel-efficient 747-400s aircraft in 2007.
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7.4 Emissions Reduction Through Network Efficiency

In 2008, shifts from
ground to rail and

air to ground together
prevented absolute
emissions of 3 million
metric tonnes of CO,.

'I'!-!

Air Shipping

One of the cornerstones of our emissions reduction
program is to use the most energy-efficient mode of
transportation available while still meeting the deliv-
ery time requirements of our customers. By using our
intermodal network, we reduce our carbon impact by
moving shipments from air to ground and ground to
rail when possible. Tractor trailer transportation is
four times more energy-intensive then rail, and
aircraft are six to eight times more energy-intensive
than tractor trailers. In 2008, shifts from ground to
rail and air to ground together prevented absolute

emissions of 3 million metric tonnes of CO,.

Our extensive use of rail in the United States and the
extraordinary network and intermodal-shift capabili-

ties are complemented by:

« A modern, fuel-efficient and noise compliant
airline (see p. 59)

« Uniquely customized vehicle and air fleets,
which improve our overall load optimization

« An operating model that gives us the ability
to deliver and pick up all express and ground
packages with one vehicle and one driver

« State-of-the-art Package Flow Technology
that gives us unprecedented sorting, loading,
and routing capabilities, and

« Highly skilled employees, who are members of
the International Brotherhood of Teamsters, for

delivery services throughout the United States.

GROUND NETWORK EFFICIENCY

While 2008 saw negative economic growth com-
pared to 2007, the long-term trend in our business

is toward an increased proportion of residential
deliveries due in part to internet commerce. This in
turn can impact miles driven and fuel per ground
package. Nevertheless, we have remained constant in
the gallons of fuel per ground package in each of the
past four years. As in 2007, we continued to increase
energy and emissions efficiency. Ground network
fuel efficiency is driven by consumption of fuels
relative to package volume, through the application
of efficient routing technology, utilization of rail, our
alternative fuel/technology vehicle fleet, our growing
use of telematics, behavior-based fuel conservation,

and other initiatives.

ROUTING TECHNOLOGY

UPS has been using technology to improve efficiency
for a long time. In recent years we have refined

and integrated a number of hardware and software
tools. One example of this is Package Flow Technol-
ogy. In 2008, Package Flow Technology enabled us
to reach our cumulative goal, set in 2003, of elimi-
nating 100 million miles driven. Our routing tech-
nology reduces fuel consumption and emissions by

optimizing the processes of:

« Allocating our pick-ups and deliveries to the most
efficient number of vehicles each day at each facility,

thus keeping vehicles off the road wherever possible
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7.4 Emissions Reduction Through Network Efficiency continued

+ Loading vehicles most efficiently for the order
of delivery, so that routes and miles driven can be
kept to a minimum

« Routing vehicles so that they reach all required
destinations in the least amount of time and
miles driven

« Selecting route options that minimize idling time
spent waiting for lights and turns, thus reducing
fuel use and emissions even if miles driven remain
the same

« Identifying stopping locations that enable multiple
deliveries without repositioning a vehicle

» Keeping drivers on route and on schedule via a

handheld computer.

ALTERNATIVE FUEL/TECHNOLOGY VEHICLES
UPS operates the largest private alternative fuel/
technology vehicle fleet in the package sector, now
totaling 1,819 vehicles in Brazil, Canada, France,
Germany, Mexico, the UK and the United States.
More than a third of our alternative fuel/technology
vehicles operate outside the United States. In 2008,
we increased our numbers of vehicles powered by
electricity, compressed natural gas, liquid natural gas,
and hybrid combinations. In a first for our industry,
we also purchased and deployed what is known as a
“hydraulic hybrid vehicle” (HHV). Though not well
known, HHV technology was developed in a labora-
tory of the U.S. Environmental Protection Agency
(EPA). HHVs combine an efficient diesel engine with

an innovative hydraulic drive train and transmission.
The hydraulic fluid is compressed only periodically
by the diesel engine, which increases engine efficiency,
and it also captures energy during braking that would
otherwise be lost. Compared to conventional diesel
vehicles, our HHV has shown itself to be 40 percent
more fuel-efficient in normal day-to-day operation

than conventional diesel vehicles.

UPS operates the largest
private alternative fuel/
technology vehicle fleet

in the package sector, now
totaling 1,819 vehicles in
Brazil, Canada, France,
Germany, Mexico, the UK
and the United States.

TELEMATICS

With Package Flow Technology optimizing our
delivery routing and our alternative fuel/technology
vehicle program reducing our dependence on fossil
fuels, we are pioneering another major opportunity
for increasing efficiency in our ground network: tele-
matics technology that captures a snapshot of a day’s

activity for both truck and driver. Sensors throughout

Gallons of Fuel per Ground
Package, U.S. Operations

This metric remains a Key Performance Indicator
(KPI) for UPS because we conduct a high volume
of ground package business and focus considerable
attention and resources on continuously increasing
our ground network efficiency. We revised the KPI
to include Scope 3 subcontractor fuel consumption
and air/express packages that we move by ground.
Data includes all fuels used in ground transport and
rail (including gasoline, diesel, compressed natural
gas, and liquid natural gas).

All ground based fuel (Gas+Diesel+CNG+LNG+Rail)

All Ground volume + Air volume grounded

05 06 07 08
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7.4 Emissions Reduction Through Network Efficiency continued

a delivery vehicle collect data on acceleration, brak-
ing, turns, idle time, seat belt use, and other aspects
of vehicle and driver performance; and the data flows
wirelessly to our operating centers. We analyze the

data in multiple ways, seeking a range of outcomes.

One immediate benefit we discovered was greater
ability to reduce idling time (when a vehicle is burn-
ing fuel and producing emissions without a produc-
tive result). Current tests showed that drivers can
reduce idling time by up to 15 minutes per driver per
day. Projecting this reduction across our entire aver-
age daily delivery fleet would potentially avoid gener-
ating 15,000 metric tonnes of CO, per year. Another
benefit is increasing safety by eliminating actions or
circumstances that might lead to injury. For example,
we can identify roads or stretches of road with a
high percentage of harsh braking events, and advise
drivers to operate in those areas with extra caution
and greater following distances. We can also identify
driver behaviors that may require additional training,
such as rapid accelerations, exceeding speed limits,

or driving without fastening a seat belt.

Yet another advantage we have found with telemat-
ics is higher precision in vehicle maintenance. In the
past, we have conducted an extensive program of
proactive preventative maintenance. We are proud

of this program, which extends the lives of our
vehicles, maintains their fuel and emissions efficiency,

minimizes spills or leaks of environmentally sensitive

fluids, and keeps our drivers safe. Yet with telematics
we now see significant opportunities to enhance the

program further.

UPS has pioneered
numerous strategies and
techniques for reducing
aircraft fuel consumption
and associated emissions.

One of those opportunities is to schedule our proac-
tive maintenance based on actual operating history.
For example, we have historically replaced the start-
ers for vehicle engines roughly every 24 months,
regardless of how the truck was used. Now we can
differentiate between trucks driven on routes with as
few as 30 starts per day and trucks driven on routes
with as many as 150 starts per day. We will still plan
to replace the starters in our trucks before they fail—
and we will be able to do so when it’s actually neces-
sary for individual trucks. This increase in program
efficiency will further increase the financial and envi-

ronmental benefits of preventative maintenance.

In 2008, we equipped more than 8,000 vehicles with
telematics kits following successful tests in 2007. We
expect to continue rolling out the telematics program

internationally in the years ahead.

AIR NETWORK EFFICIENCY
UPS has pioneered numerous strategies and tech-
niques for reducing aircraft fuel consumption

and associated emissions. Efficiency increases at
UPS Airlines include:

- Lower flight speeds: In the United States, we are
slowing down 30 of our cross-country flights
each week. By slowing these flights by only a few
minutes, we can still keep service commitments to
customers, operate safely, and save several million
dollars in fuel costs.

- Computer-optimized flight plans: We computer-
optimize our flight plans to minimize fuel burn
based on destination, winds aloft, and other factors.
Savings total several million dollars per year.

- Computer-managed aircraft taxi times: UPS
has begun using a computer system, called the
Surface Management System, to track the ground
movements of our aircraft while on the airfield.
This helps us minimize taxi times and long
lines of aircraft waiting to take off, saving us
as much as 250,000 gallons of fuel per year.

In addition, we taxi our aircraft on one engine
as often as safety allows.

o Fuel-efficient towing tugs: UPS is working with
the Environmental Protection Agency on a
project to put more fuel-efficient engines in
92 diesel tugs at UPS Worldport®.
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7.4 Emissions Reduction Through Network Efficiency continued

Aviation Gallons Burned per 100 Available Ton Miles—UPS Airlines

This metric is a Key Performance Indicator (KPI) for UPS because aviation fuel is our single largest source of energy
consumption. Our goal is to reduce our aviation fuel use to 6.27 gallons per 100 available ton miles (ATM) by 2020.
Distance measured in nautical miles. Please note that this metric is currently strongly correlated with our KPI “CO,
Emissions per Available Ton Mile—UPS Airlines” earlier in this section. We track both KPIs because future developments,
such as the introduction of lower-carbon jet fuels, may reduce their correlation.

1990 2005 2008 2020

« Electric dockers at Worldport: To power our
parked aircraft at UPS Worldport®, we are using
electricity rather than fuel-powered auxiliary
power units or ground power units. We are
also loading and unloading those aircraft with
electrically powered equipment rather than
traditional diesel-powered machinery.

- Biodiesel in ground support equipment: We
are working with the Commonwealth of Kentucky
on an experiment to power some of our ground
support equipment with a 5 percent blend
biodiesel fuel.

- Environmentally friendly paint: UPS has recently
begun using a new aircraft paint process that
eliminates many of the potentially hazardous
chemicals involved in preparing an aircraft for
painting. It also eliminates the typical need
for a third coat of paint weighing approximately
300 pounds per plane. Reducing plane weight
helps minimize fuel burn.

- Cleaner engines: We are washing engines on our
767 and MD-11 fleets to extend operating life and

minimize fuel burn.

AVIATION GALLONS BURNED

Our goal is to reduce aviation fuel burned per

100 ATM (gals/100ATM) to 6.27 gallons by 2020.
Note that this goal is aligned with our goal for reduc-
ing aircraft emissions (CO, Ibs/ATM) as described
above in section 7.3. Achieving the goal represents
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7.4 Emissions Reduction Through Network Efficiency continued

Aircraft Emissions per
Payload Capacity—UPS Airlines

This metric is a Key Performance Indicator (KPI)

for UPS because aircraft emissions are our single
largest source of emissions. It covers total emissions
of hydrocarbons, carbon monoxide and nitrogen
oxides from aircraft takeoffs and landings below
3,000 feet of altitude. These emissions differ from
CO, emissions in that they are weakly correlated
with reduction in fuel use.

mmm Goals
mmm Actual Data

GOAL
ACHIEVED

0.78

05 06 07 08 11

a 38 percent improvement from 1990 (a year that is
widely used as the baseline for calculating changes

in energy efficiency). In 2008, we cut aviation fuel
use to 6.73 gals/100ATM, a 33 percent improvement
compared to 1990. Furthermore, we have already
surpassed the goal we reported in our 2007 Report
(6.9 gals/TOOATM by 2011). The improvement is due

to the factors explained earlier.

AIRCRAFT EMISSIONS PER PAYLOAD

The KPI graph at left addresses air quality and smog
formation around airports. While global aircraft
emissions continued to decline in 2008, we did not
reach our previously published goal of 0.75. This was
driven by challenging business conditions during the
year, which we responded to in part by using larger,
less emissions-efficient aircraft to consolidate ship-
ments on multiple routes. We have re-evaluated

our long-range plans for aircraft utilization and are

projecting a new goal of 0.74 for this KPI in 2011.

FULL COMPLIANCE WITH ICAO GUIDELINES
UPS is the only company in the package sector to

bring 100 percent of its air fleet into full compli-

ance with International Civil Aviation Organization
(ICAQ) Stage IV noise guidelines, even though many
of our aircraft were acquired before the 2006 cutoff
for Stage IV. We reached full compliance due in part

to investments we have made in past years to reduce

aircraft noise, and also to aircraft retirements in 2008.
The noise characteristics of our fleet are charted on

the next page.

One of our most significant advances in noise reduc-
tion in 2008 was our early adoption of “continu-
ous descent approach” (CDA) landings at airports
in the United States and Europe. In a conventional
approach to an airport landing, pilots drop down
from cruising altitude in a series of steps, each requir-
ing a burst of acceleration to stabilize at the next
step. In a CDA landing, our pilots idle their engines
and glide in as if rolling quietly down a ramp rather
than bumping down a flight of stairs. This technique
can reduce an aircraft’s noise profile by 30 percent
and lower ground noise by five decibels—a significant
difference for people living and working near busy
airports. Reducing noise is particularly important for
UPS, because it helps us preserve our authorization
to operate night flights at vital hub airports serving
densely populated areas. In 2008, for example,

we introduced CDA at two hub airports in Europe:
East Midlands Airport in central England and
Cologne Airport in Cologne, Germany. Note that in
addition, limited test results show that CDA reduces
aircraft emissions by 34 percent and fuel consump-

tion by 30-70 gallons per flight.



2008 UPS CSR / Environmental Stewardship 67

7.4 Emissions Reduction Through Network Efficiency continued

Percent of Total UPS Air U.S. Aircraft Noise Characteristics as Compared to
Fleet Meeting ICAO Stage IV ICAO Stage III and Stage IV Guidelines
Noise GUJdehneS UPS-owned and leased aircraft by type, year-end 2008. The quantity of each aircraft is listed in brackets.
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This graph shows that our entire fleet exceeds both Stage Ill and Stage 1V noise guidelines.
05 06 07 08 11 The graph at left is a Key Performance Indicator (KPIs) for UPS because we pursue a “beyond compliance” strategy regarding

international aircraft noise regulations. Guidelines issued by International Civil Aviation Organization (ICAO).
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7.5 Emissions Reduction by Employees and Customers

At UPS, we recognize that mobile sources of emis-
sions—in other words the cars, trucks, planes, trains,
and ships in our transport network—account for

91 percent of our carbon inventory. Even as we work
relentlessly to increase network efficiency, we also have
programs and initiatives to reduce our emissions from
the sources that make up the remaining nine percent.

This includes educating our employees and customers.

EDUCATING EMPLOYEES

During 2008, we established our Decision Green®™
environmental platform. Decision Green is not a
specific product or service but refers to our environ-
mental activity in general. We use the name when
communicating to customers and employees world-
wide both to increase the consistency and impact

of our messages relating to environmental issues

and to emphasize that any one activity is part of a
larger ongoing effort to consider the environment in
everything we do. As a practical example of increas-
ing and enhancing our communication regarding
environmental issues, we launched a new intranet
website devoted to the countless ways that employees
can become more environmentally minded both at
work and in their personal lives. In particular, the site

encourages employees to share ideas with each other.

Internally, we use our strength in IT and our volume
purchasing power to make it easier for employees to
make better choices for the environment. In 2008, for

example, we began delivering short driver education

videos to our drivers via the same handheld device
they use throughout the day to track pickups and
deliveries and gather electronic signatures from cus-
tomers. Approximately 80,000 PC monitors in UPS
facilities are now set to an energy-saving mode, so
that whenever possible they consume less energy. We
also asked our employee vending machine providers
to offer us machines that meet the standards of the
U.S. EPA ENERGY STAR program. More than

85 percent of vending machines in UPS locations in

the United States are now ENERGY STAR compliant.

SUPPORTING CUSTOMERS

We believe in helping our customers change their
energy and emissions profiles both directly and
indirectly. That is one of the reasons we have devel-
oped paperless labeling and invoicing programs.
Customers may not think of paperless invoicing as
an environmental choice, but we make sure they are
aware of its economic benefits so that they indirectly

support the environmental benefit as well.

We are also going directly to our customers with

a growing set of “green services.” These offerings
are based on our own expertise and meet a growing
demand for solutions that help customers make their
own logistics more environmentally sound (see side-
bar). One of our new green services in 2008 comes
from the UPS Package Design and Test Lab, which
now offers UPS customers advice on minimizing

the environmental impact of their own packaging.

Recycled Content in
UPS Packaging

UPS Express Envelope UPS Reusable Express Envelope
100% recycled fiber 100% recycled fiber
(80% post consumer content)  (80% post consumer content)

UPS Express Pak
15% post consumer content

UPS Express Box
90% post consumer content

UPS Express Tube
90% post consumer content

UPS 10 Kg Express Box
30% post consumer content
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7.5 Emissions Reduction by Employees and Customers continued

Because UPS works with all modes of transport and
virtually all types of shipments, the lab has abundant
experience to offer on everything from choosing
environmentally friendly materials for packages,
packing material and closures to shipping practices

that minimize damage that lead to re-shipping.

In 2008, we celebrated the ten-year anniversary

of the UPS Reusable Express Envelope, which cuts
down on waste by making it easy for customers

to use twice. An industry first, it was originally
introduced in 1998, the same year we accepted the
challenge from the Environmental Defense Fund to
lead the industry by improving the environmental
profile of our express packaging. As a result, we
redesigned our express packaging to eliminate
bleached paper and increase the use of post-consumer
recycled content—changes that not only reduced
paper usage, but also reduced the amount of energy

used in the manufacturing process by 12 percent.
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7.6 Conservation and Recycling

During 2008, UPS
continued or expanded
numerous initiatives
aimed at reducing
energy consumption
and emissions

from facilities while
conserving natural
resources.

LIGHTING

Lighting is one of our major stationary sources of
energy use and emissions, in part because our dis-
tribution centers are large facilities that remain in
operation overnight. In 2008, we funded 117 light-
ing upgrade projects that are expected to produce an
annual energy savings of more than 25 million kWh.
This is equivalent to the energy required to power
2,490 homes for a year. We expect these projects to
lower CO, emissions by 15,893 metric tonnes annu-
ally. We also continue to test and evaluate low-energy
LED lighting for specific applications, such as yard
lighting and the loading and unloading of trailers.

RENEWABLE ENERGY

In 2008, we deployed a solid oxide fuel cell in our
Anchorage, Alaska distribution facility that converts
low-carbon fuels directly into electrical energy.

The system is expected to produce 100,000 kilowatt
hours of electricity, and reduce CO, emissions by

62 metric tonnes per year. This project will enable us
to learn more about fuel cells as a potential source of
electricity for our distribution centers, which operate

around the clock.

In 2008, four other UPS facilities drew a substantial
proportion of their electricity from renewable
sources. Our solar-powered facility in Palm Springs,
Calif. produced 70 percent of its own electricity from

solar technology in 2008, eliminating 544 metric

tonnes of CO, emissions—the equivalent of taking
99 automobiles off the road for the year. The remain-
ing facilities received approximately 50 percent of
their electricity from the conversion of biomass, a
renewable source provided as an option by the elec-
tricity supplier.

ENERGY-EFFICIENT BUILDINGS

We approach the energy efficiency of our distribution
facilities from a logistics-network perspective: the
building is not a stand-alone island, but part of a
larger system. Buildings and facilities account for 9
percent of our total energy consumption. For exam-
ple, we choose site locations to minimize transport
and delivery travel distances, therefore reducing fuel
consumption and costs throughout the life of the
building. We design the entire building site, including
employee parking areas, to minimize fuel consump-
tion of all vehicles using the site. We have developed
a new design for our distribution facilities so that
delivery vehicles are parked outside rather than
inside, which reduces the size of the building. This in
turn reduces materials required for construction and
energy needed for lighting, heating and cooling. We
equip the buildings with high-speed roll-up doors that
open and close quickly when vehicles are departing

and arriving, to minimize heating and cooling loss.

Other steps we take to make our distribution

facilities more energy efficient include:
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7.6 Conservation and Recycling continued

« Skylights to reduce energy consumption for general
lighting during the day.

« Energy-efficient motors and low-friction belts for
conveyer systems.

o Pressurized heating systems and dock door seals
to prevent heat loss in cooler climates.

« Localized infrared systems for “task heating” that

reduce the need for general heating requirements.

We are currently developing LEED certification
processes and criteria for building construction and
materials, to ensure that we use the most efficient and

economical materials in future facility construction.

Energy efficiency is a priority in our office and IT
environments as well. For example, we have achieved
nearly three million kilowatt hours of annual elec-
tricity savings in one of our largest data centers (see
sidebar). We are steadily expanding our use of build-
ing automation systems, such as motion sensors for
office lighting, to reduce energy consumption. These
systems have been installed at our corporate offices,

major data centers, and new distribution facilities,

such as in Newington, Va. and Cordova, Calif.
As older heating, ventilation and air conditioning
(HVAC) systems reach the end of their life cycles,
we replace them with high-efficiency units.

WATER CONSERVATION
In 2008, U.S. Package Operations substantially
reduced water consumption, to 4.36 million cubic
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7.6 Conservation and Recycling continued

meters (1.15 billion gallons) from 5.39 million cubic
meters (1.42 billion gallons) in 2007. Our absolute
and normalized water use dropped substantially
compared to each of the previous three years as well.
We led water conservation efforts by example from
our corporate offices, where we cut water consump-
tion by 4.8 million gallons compared to 2007. This
reduction came from multiple sources, including

landscape irrigation changes, installation of waterless

Water Use Absolute

This metric is a Key Performance Indicator (KPI) for
UPS because we seek to reduce water consumption
throughout our business as a cost-saving measure as
well as a conservation measure. Data for 2005 does
not include Supply Chain and Freight. Measured in
million cubic meters.

Water Use Normalized

We track normalized water use because it shows
our water-dependence in terms of package volume
and business revenue. In contrast, an absolute
measurement shows total water use without regard
for how much business we were able to conduct at
that level of consumption or emissions at that level
of water consumption.

urinals, and upgrades to the HVAC system. In the

field, we wash our more than 75,000 vehicles in the m==  US. Package Operations (million cubic meters)

United States only as needed to maintain appearance; mmm  Supply Chain and Freight (million cubic meters)

Water Consumption per 1,000 Packages
—=—  Water Consumption per US$1,000 of Revenue

we reclaim water from our vehicle washing tunnels;
and we use an environmentally friendly enzyme wash

agent that reduces the need for rinse water.

2.00 0.20
We are committed to further reducing our enter- '
prise water consumption, both on an absolute and 180 018
normalized basis. One of our primary strategies for G 0.16
achieving this result is to improve our collection and
analysis of water data, so that we can more rapidly 140 o
and effectively identify additional conservation 120 128 0.12
opportunities. Because of our local presence in so
many municipalities, we must deal with more than 100 010
1,900 water accounts in the United States alone. O 0.08
Furthermore, those accounts involve more than
1,000 unique suppliers using 16 different measure- 060 0.06
ment systems. As we have expanded overseas, the W A
challenge of gathering and correlating water data has 05 06 07 08 05 06 07 08

grown even greater.
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7.6 Conservation and Recycling continued

SOLID WASTE, E-WASTE,
AND BATTERY RECYCLING

Office paper, cardboard, and plastic material separa-
tion and recycling programs have been in full opera-
tion at many UPS facilities for years. We estimate
that our U.S. Package Operations and Supply Chain
and Freight generated approximately 120,000 tons
of solid waste in 2008, and recycled approximately
51,000 tons (43 percent) of that material. Wood
pallet recycling increased 40 percent compared to
2007. Through our participation in the Rechargeable
Battery Recycling Corporation (RBRC), UPS recycled
27,753 pounds of batteries in 2008. These batteries
include nickel cadmium, nickel metal hydride, lithium

ion, and small-sealed lead acid.

We also continued to expand our e-waste recycling
program, which has processed more than 24.5 mil-
lion pounds of e-waste since 2000. E-waste includes
desktop computers, laptops, servers, hard drives,
cables, keyboards, telephones, cell phones, routers,
switches, printers, and media such as CDs. A custom
web application makes it easy for UPS employees to
take the right action with e-waste equipment simply
by entering its serial number. The application auto-
matically prints out a shipping label for UPS ground
transport to the nearest UPS consolidation site.
Equipment that can be repaired is shipped to a
facility in Louisville, Ky. The rest is transported to

the nearest of seven consolidation sites around the

country. These sites are co-located at existing distri-
bution centers that are part of UPS’s Supply Chain
Solutions logistics network. They collect and pallet-
ize the e-waste, build loads and then send them off to
regional e-waste recycling vendors. We closely audit
these vendors, including surprise visits allowed by
contract. They are also required to track every piece

of equipment throughout its recycling trail.

In addition to the environmental benefits and lower
transportation costs, the e-waste network helps pay
for itself. The revenue we generate from selling recy-
cled materials and still-functional equipment usually

more than offsets the costs of the recycling program.

In 2008, we began applying the same approach
to our e-waste programs in Europe, and we also
advanced plans to expand the program to operations

in other continents.

In addition to recycling materials from our own
operations, we look for opportunities to purchase
materials with recycled content. We believe that this
procurement practice helps sustain and expand the
market for recycled materials and thereby encourages
wider implementation of recycling programs through-
out industry. In 2008, we purchased 159,148 tons of
materials that included recycled content.

Solid Waste Recycling by
Type—U.S. Package and
Supply Chain and Freight

(U.S. tons)

35,919
I 8,725
4,931

— 867
312

I 193

Corrugated Containers
Pallets and Wood Waste
Metals

Mixed Recycling

Office Paper

Plastics
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7.7 Environmental Management System

Our Environmental Management System (EMS) at
UPS aims to meet or exceed all applicable laws and
regulations for handling environmentally sensitive
waste and hazardous materials in our facilities. It
includes most of the same components included in
the internationally recognized ISO 14001 standard
for continuous process improvement in environmen-
tal management. For example, we are now rolling

out a global software-based management system for

standardizing EMS implementation and performance.

One focus on improving quality has been training
and certification for our employees who work within
the system or serve as internal auditors. In 2008, we
trained and certified more than 200 employees for
fuel management systems and internal environmen-
tal audits. The results of internal EMS audits are

reported to senior management.

As in past Reports, we continue to provide informa-
tion on our hazardous waste management methods,
regulatory agency inspections, resulting penalties,
and reportable spill incidents. Beginning with this
Report we expand our disclosure regarding penalties
to include our Supply Chain and Freight operations.

INSPECTIONS

In 2008, U.S. federal and state environmental agen-
cies conducted 799 inspections at UPS facilities

in the United States, resulting in 45 notices of viola-
tions. For U.S. Package Operations, four of those
inspections resulted in penalties totaling US$11,450.
This is a substantial improvement over each of the
three previous years, with penalties as a percentage

of inspections falling to 0.59 percent.

Supply Chain and Freight operations received

38 notices of violation, which resulted in five penal-
ties totaling US$51,500. These penalties represent
four percent of the inspections that were reported
for 2008 by our Supply Chain and Freight segment,
which is relatively new to UPS compared to our
long-established, closely measured U.S. Package
Operations segment. We expect to improve the
accuracy of inspection reporting in the Supply Chain

and Freight segment.

Penalties as a Percentage

of Total Environmental
Inspections—U.S. Package
Operations (2005-2008),
Supply Chain and Freight (2008)

This metric is a Key Performance Indicator (KPI)
for UPS because we seek to comply fully with
applicable regulations throughout our business.
We began reporting data for our Supply Chain and
Freight operations in 2008.

mmm U.S. Package Operations
mmm  Supply Chain and Freight
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7.7 Environmental Management System continued

Hazardous Waste

Management Methods—
U.S. Package Operations,
Supply Chain and Freight

This metric is no longer a Key Performance Indicator
(KPI) for UPS because our hazardous waste manage-
ment methods remain stable over time and do not
represent a significant risk factor for our business.

I 29% Treated and Landfilled (21 tons)
9% Recycled (68 tons)
s 89% Incinerated (994 tons)

HAZARDOUS WASTE

In 2008, UPS operating facilities in the United States
generated 1,120 tons of hazardous waste. This
represents approximately 1 percent of total wastes,
compared to 10 percent of total wastes in 2007.
While the total weight of hazardous waste increased
compared to 879 tons in 2007, the percentage of
tonnage by management method (recycling, landfills
and incineration) remained nearly unchanged year-
over-year. Non-hazardous waste in 2008 totaled

2.1 million tons.

Both hazardous and non-hazardous wastes come
from aircraft, vehicles, and operations facilities. They
typically include spent antifreeze, used oil, spent
solvents, spill residues, paint wastes, used filters, and
leaking packages. We work with authorized vendors
that are properly qualified to dispose of or recycle
these wastes. Hazardous waste vendors are selected
even more carefully and audited regularly to ensure
safe handling of all wastes generated by UPS.

INCIDENTAL SPILLS

Our EMS objective for incidental spills is to reduce
the number to zero. This is an aggressive goal for

a company that operates more than 75,000 vehicles
in the United States. In fact, UPS exceeds federal
reporting guidelines by requiring that facilities
report all spills that can impact the environment

to our internal Corporate Environmental Affairs

department. We closely analyze information about

every spill in order to anticipate and prevent future
occurrences. In responding to a spill incident we
focus on rapid action, from identification of the
substance through remediation and reporting to all

appropriate authorities.

Reportable spills increased to 99 incidents in 2008,
higher than in each of the previous three years. The
total spill volume from reportable spills in 2008 was
4,933 gallons, of which Supply Chain and Freight
operations accounted for 1,867 gallons. We have
determined that the increase in spills for U.S. Package
Operations was due primarily to a higher number of
vehicle equipment failures such as leaks or breaks in
fluid lines, fluid reservoirs, and radiators, and we are

taking steps to address these issues.
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7.7 Environmental Management System continued

2008

Aircraft

Spill Incidents
H
by Ly
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Supply Chai
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Number of
Reportable Spill
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U.S. Federal or
1 Supply Chai
State Environmental G
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Vehicle
Overfill
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AST and/or Piping Fuel Delivery Vehicle - Package

Equipment
Failure

2006

33

n/a

Storage Tank
Overfill

2007

49

26

Equipment
Failure

2008

82

17

Human
Error

0

Equipment Damaged Improper Accident Equipment Road Vehicle
Failure Package Packaging Failure Debris Overfill
2 9 3 23 27 8 2
0 0 0 4 2 6 4

The number of reportable spill incidents is a Key Performance Indicator (KPI) for
UPS because the number of reportable spill incidents has increased in our U.S.
Package Operations in each of the past two years. A spill or release at a facility
or from a motor vehicle is reportable if it enters into a navigable waterway or
adjoining shoreline of the United States, providing that the release meets a given
set of criteria. The total number of incidents also includes any spills from vendors
operating on UPS property, such as during delivery of fuel.
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7.7 Environmental Management System continued

Stakeholder: Earth Day Network

Kathleen Rogers

President, Earth Day Network

Earth Day Network will celebrate the 40th anniversary of Earth Day in 2010, but
our focus on youth keeps us young. There are approximately 105,000 schools in
the United States for children in kindergarten through twelfth grade, and we have
100,000 Earth Day coordinators active in those schools. Earth Day Network has
also expanded into 180 countries around the world. We keep seeing that the way
to change society with regard to the environment is to reach out to kids. They're
open, they're teachable, and they have their whole lives ahead of them to act on
what they learn.

For all these reasons, we were open to becoming one of the first environmental
organizations to work with UPS as a philanthropic partner. They are global, they
hire many young people, and they go about making their business more earth-
friendly in a calm, straightforward way. We had substantial discussions with UPS
to assess their authenticity and commitment to environmental education, and we
found strong alignment on goals and values.

For example, Earth Day Network is good at taking successful local programs and
expanding them to the country and the world. UPS connected us with the Clean
Air Campaign of Atlanta, Ga., which it supports in cutting vehicle emissions
associated with schools. We're now taking that good local model nationwide. This
showed us that UPS is not looking at the environment as a marketing opportunity;
like us, they want practical results now that also change behavior for the long term.



