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United States

Securities and Exchange Commission
Washington, D.C. 20549

Form 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended June 30, 2014, or
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission file number 001-15451

United Parcel Service, Inc.
(Exact name of registrant as specified in its charter)

Delaware 58-2480149
(State or Other Jurisdiction of (IRS Employer
Incorporation or Organization) Identification No.)
55 Glenlake Parkway, NE Atlanta, Georgia 30328

(Address of Principal Executive Offices) (Zip Code)

(404) 828-6000
(Registrant’s telephone number, including area code)

Former name, former address and former fiscal year, if changed since last report.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). Yes p No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definitions of “accelerated filer”, “large accelerated filer”, and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. Check one: Large accelerated filer p Accelerated filer ~
Non-accelerated filer © (Do not check if a smaller reporting company) Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes © No p

There were 207,146,352 Class A shares, and 706,356,536 Class B shares, with a par value of $0.01 per share,
outstanding at July 29, 2014.
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PART I. FINANCIAL INFORMATION

Cautionary Statement About Forward-Looking Statements

This report includes certain “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995. Statements in the future tense, and all statements accompanied by terms such as “believe,” “project,”
“expect,” “estimate,” “assume,” “intend,” “anticipate,” “target,” “plan,” and variations thereof and similar terms are intended tc
forward-looking statements. We intend that all forward-looking statements we make will be subject to safe harbor
protection of the federal securities laws pursuant to Section 27A of the Securities Act of 1933 and Section 21E of the
Securities Exchange Act of 1934.

Our disclosure and analysis in this report, in our Annual Report on Form 10-K for the year ended December 31, 2013
and in our other filings with the Securities and Exchange Commission contain some forward-looking statements
regarding our intent, belief and current expectations about our strategic direction, prospects and future results. From
time to time, we also provide forward-looking statements in other materials we release as well as oral forward-looking
statements. Such statements give our current expectations or forecasts of future events; they do not relate strictly to
historical or current facts. 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.

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; the existing complex and stringent regulation 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 further substantial impairment
write-downs of our assets; increases in our expenses relating to employee health and retiree health and our
contributions to 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, 2013 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. 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.

LR T3 29 ¢
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Item 1. Financial Statements

UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

June 30, 2014 (unaudited) and December 31, 2013

(In millions)

ASSETS

Current Assets:

Cash and cash equivalents

Marketable securities

Accounts receivable, net

Deferred income tax assets

Other current assets

Total Current Assets

Property, Plant and Equipment, Net

Goodwill

Intangible Assets, Net

Non-Current Investments and Restricted Cash
Derivative Assets

Other Non-Current Assets

Total Assets

LIABILITIES AND SHAREOWNERS’ EQUITY
Current Liabilities:

Current maturities of long-term debt and commercial paper
Accounts payable

Accrued wages and withholdings

Self-insurance reserves

Other current liabilities

Total Current Liabilities

Long-Term Debt

Pension and Postretirement Benefit Obligations
Deferred Income Tax Liabilities

Self-Insurance Reserves

Other Non-Current Liabilities

Shareowners’ Equity:

Class A common stock (208 and 212 shares issued in 2014 and 2013)
Class B common stock (707 and 712 shares issued in 2014 and 2013)
Additional paid-in capital

Retained earnings

Accumulated other comprehensive loss

Deferred compensation obligations

Less: Treasury stock (1 share in 2014 and 2013)
Total Equity for Controlling Interests

Total Equity for Non-Controlling Interests

Total Shareowners’ Equity

Total Liabilities and Shareowners’ Equity

See notes to unaudited consolidated financial statements.

June 30,
2014

$3,056
1,543
5,845
638
1,259
12,341
17,787
2,202
830
445
342
914
$34,861

$1,902
2,106
2,060
660
1,609
8,337
9,940
6,639
933
2,041
1,386

2

7

6,155
(596

58

(58
5,568
17
5,585
$34,861

December 31,
2013

$4,665
580
6,502
684
956
13,387
17,961
2,190
775
444
323
1,132
$36,212

$48
2,478
2,325
719
1,561
7,131
10,824
7,051
1,244
2,059
1,415

2

7

6,925

(460 )
69

(69 )
6,474

14

6,488

$36,212
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED INCOME

(In millions, except per share amounts)

(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Revenue $14,268 $13,507 $28,047 $26,941
Operating Expenses:
Compensation and benefits 8,375 6,981 15,640 13,949
Repairs and maintenance 341 309 670 618
Depreciation and amortization 473 466 941 940
Purchased transportation 1,988 1,731 3,896 3,511
Fuel 980 992 1,952 1,998
Other occupancy 241 225 538 478
Other expenses 1,123 1,061 2,150 2,125
Total Operating Expenses 13,521 11,765 25,787 23,619
Operating Profit 747 1,742 2,260 3,322
Other Income and (Expense):
Investment income 25 3 25 8
Interest expense (89 ) (98 ) (179 ) (194
Total Other Income and (Expense) (64 ) (95 ) (154 ) (186
Income Before Income Taxes 683 1,647 2,106 3,136
Income Tax Expense 229 576 741 1,028
Net Income $454 $1,071 $1,365 $2,108
Basic Earnings Per Share $0.49 $1.14 $1.48 $2.22
Diluted Earnings Per Share $0.49 $1.13 $1.47 $2.21
STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME
(In millions)
(unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2014 2013 2014 2013
Net income $454 $1,071 $1,365 $2,108
Change in foreign currency translation adjustment, net of tax 39 (24 ) 3 (327
tCai}:(ange in unrealized gain (loss) on marketable securities, net of ) © ) 2 @3
Change in unrealized gain (loss) on cash flow hedges, net of tax (21 ) 20 41 ) 58
Change in unrecognized pension and postretirement benefit costs,
net (127 ) 28 (100 ) 54
of tax
Comprehensive income $347 $1,089 $1,229 $1,885

See notes to unaudited consolidated financial statements.
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED CASH FLOWS
(In millions)

(unaudited)

Six Months Ended

June 30,

2014 2013
Cash Flows From Operating Activities:
Net income $1,365 $2,108
Adjustments to reconcile net income to net cash from operating activities:
Depreciation and amortization 941 940
Pension and postretirement benefit expense 1,523 562
Pension and postretirement benefit contributions (115 ) (114
Settlement of postretirement benefit obligation (1,995 ) —
Self-insurance reserves (77 ) 4
Deferred tax expense (benefit) (192 ) (282
Stock compensation expense 306 288
Other (gains) losses 144 (98
Changes in assets and liabilities, net of effect of acquisitions:
Accounts receivable 585 542
Other current assets (269 ) (15
Accounts payable (357 ) (209
Accrued wages and withholdings (241 ) (49
Other current liabilities 207 (147
Other operating activities 7 (99
Net cash from operating activities 1,832 3,431
Cash Flows From Investing Activities:
Capital expenditures (813 ) (990
Proceeds from disposals of property, plant and equipment 10 24
Purchases of marketable securities (1,813 ) (1,615
Sales and maturities of marketable securities 854 717
Net decrease in finance receivables 13 19
Cash paid for business acquisitions (22 ) —
Other investing activities (31 ) (8
Net cash used in investing activities (1,802 ) (1,853
Cash Flows From Financing Activities:
Net change in short-term debt 1,096 1,045
Proceeds from long-term borrowings 764 100
Repayments of long-term borrowings (1,020 ) (1,861
Purchases of common stock (1,379 ) (1,867
Issuances of common stock 149 293
Dividends (1,192 ) (1,140
Other financing activities (50 ) (611
Net cash used in financing activities (1,632 ) (4,041
Effect Of Exchange Rate Changes On Cash And Cash Equivalents @ ) (56
Net Increase (Decrease) In Cash And Cash Equivalents (1,609 ) (2,519
Cash And Cash Equivalents:
Beginning of period 4,665 7,327
End of period $3,056 $4,808

— N N '
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. BASIS OF PRESENTATION

Principles of Consolidation

In our opinion, the accompanying interim, unaudited, consolidated financial statements have been prepared in
accordance with accounting principles generally accepted in the United States for interim financial information and
with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. These consolidated financial statements contain
all adjustments (consisting of normal recurring accruals) necessary to present fairly our financial position as of

June 30, 2014, our results of operations for the three and six months ended June 30, 2014 and 2013, and cash flows for
the six months ended June 30, 2014 and 2013. The results reported in these consolidated financial statements should
not be regarded as necessarily indicative of results that may be expected for the entire year. The interim consolidated
financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto
included in our Annual Report on Form 10-K for the year ended December 31, 2013.

For interim consolidated financial statement purposes, we provide for accruals under our various employee benefit
plans and self-insurance reserves for each three month period based on one quarter of the estimated annual expense.
Certain prior year amounts have been reclassified to conform to the current year presentation. These reclassifications
had no impact on our financial position or results of operations.

Fair Value of Financial Instruments

The carrying amounts of our cash and cash equivalents, accounts receivable, finance receivables and accounts payable
approximate fair value as of June 30, 2014. The fair values of our investment securities are disclosed in note 4,
recognized multiemployer pension withdrawal liabilities are disclosed in note 6, our short and long-term debt in note 8
and our derivative instruments in note 13. We utilized Level 1 inputs in the fair value hierarchy of valuation
techniques to determine the fair value of our cash and cash equivalents, and Level 2 inputs to determine the fair value
of our accounts receivable, finance receivables and accounts payable.

Accounting Estimates

The preparation of the accompanying interim, unaudited, consolidated financial statements requires management to
make estimates and judgments that affect the reported amounts of assets and liabilities and the disclosure of
contingencies at the date of the consolidated financial statements, as well as the reported amounts of revenues and
expenses during the reporting period. Estimates have been prepared on the basis of the most current and best
information and actual results could differ materially from those estimates.

NOTE 2. RECENT ACCOUNTING PRONOUNCEMENTS

Adoption of New Accounting Standards

In January 2014, the FASB issued an accounting standards update that adds new disclosure requirements for
investments in qualified affordable housing projects through limited liability entities. If certain conditions are met, the
cost of an entity's investment in proportion to the tax credits and other tax benefits it receives may be amortized and
included as a component of income tax expense. In January 2008, we adopted the fair value option for our investments
in certain investment partnerships that were previously accounted for under the equity method; therefore, this
accounting standards update did not have any effect on our consolidated financial position or results of operations.
Other accounting pronouncements adopted during the periods covered by the consolidated financial statements had an
immaterial impact on our consolidated financial position and results of operations.

5
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Accounting Standards Issued But Not Yet Effective

In May 2014, the FASB issued an accounting standards update that provides a single comprehensive model for
entities in accounting for revenue arising from contracts with customers and will supersede most current revenue
recognition guidance. The underlying principle within the update is that an entity will recognize revenue to depict the
transfer of goods or services to customers at an amount that the entity expects to be entitled to in exchange for those
goods or services. The update requires enhanced disclosures regarding the nature, amount, timing and uncertainty of
revenue and related cash flows arising from contracts with customers. The update is effective for us beginning in the
first quarter of 2017 and early adoption is not permitted. The Company is currently evaluating the update to determine
the impact of its adoption on our consolidated financial position and results of operations.

Other accounting pronouncements issued, but not effective until after June 30, 2014, are not expected to have a
significant impact on our consolidated financial position or results of operations.

NOTE 3. STOCK-BASED COMPENSATION

We issue employee share-based awards under the UPS Incentive Compensation Plan, which permits the grant of
nonqualified and incentive stock options, stock appreciation rights, restricted stock and stock units, and restricted
performance shares and performance units, to eligible employees (restricted stock and stock units, and restricted
performance shares and performance units are herein referred to as "Restricted Units"). The primary compensation
programs offered under the UPS Incentive Compensation Plan include the UPS Management Incentive Award
program, the UPS Long-Term Incentive Performance Award program and the UPS Stock Option program. We also
maintain an employee stock purchase plan which allows eligible employees to purchase shares of UPS class A
common stock at a discount. Additionally, our matching contributions to the primary employee defined contribution
savings plan are made in shares of UPS class A common stock.

Management Incentive Award Program ("MIP")

During the first quarter of 2014, we granted Restricted Units under MIP to eligible management employees. Restricted
Units granted under MIP will generally vest over a five-year period with approximately 20% of the award vesting on
January 15th of each of the years following the grant date (except in the case of death, disability, or retirement, in
which case immediate vesting occurs). The entire grant is expensed on a straight-line basis over the requisite service
period. Based on the date that the eligible management population and performance targets were approved for MIP,
we determined the award measurement date to be February 4, 2014 (for U.S.-based employees) and March 17, 2014
(for international-based employees); therefore, the Restricted Unit grant was valued for stock compensation expense
purposes using the closing New York Stock Exchange price of $93.89 and $96.99 on those dates, respectively.

6
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Long-Term Incentive Performance Award Program ("LTIP")

We award Restricted Units under LTIP to certain eligible management employees. For grants prior to 2014, 90% of
the target award was divided into three substantially equal tranches, one for each calendar year in the three-year award
cycle, using performance criteria targets established each year. The targets consisted of consolidated operating return
on invested capital and growth in consolidated revenue. The remaining 10% of the total award was based upon our
achievement of adjusted earnings per share compared to a target established at the grant date. The performance
targets for these historical awards will continue to be determined each year, and the awards will continue to vest
through 2016.

Beginning with the LTIP grant in the first quarter of 2014, the performance targets are equally-weighted among
consolidated operating return on invested capital, growth in consolidated revenue, and total shareowner return relative
to a peer group of companies. These Restricted Units generally vest at the end of a three-year period (except in the
case of death, disability, or retirement, in which case immediate vesting occurs on a prorated basis). The number of
Restricted Units earned will be based on the percentage achievement of the performance targets set forth on the grant
date. The range of percentage achievement can vary from 0% to 200% of the target award.

For the two-thirds of the award related to consolidated operating return on invested capital and growth in consolidated
revenue, we recognize the grant-date fair value of these Restricted Units (less estimated forfeitures) as compensation
expense ratably over the vesting period, based on the number of awards expected to be earned. The remaining
one-third of the award related to total shareowner return relative to a peer group is valued using a Monte Carlo model.
This portion of the award was valued at a share payout of 109.84% of the target grant, and is recognized as
compensation expense (less estimated forfeitures) ratably over the vesting period. Based on the date that the eligible
management population and performance targets were approved for the 2014 LTIP Award, we determined the award
measurement date to be March 4, 2014; therefore the target Restricted Units grant was valued for stock compensation
expense using the closing New York Stock Exchange price of $96.98 on that date.

Nonqualified Stock Options

During the first quarter of 2014, we granted nonqualified stock option awards to a limited group of eligible senior
management employees under the UPS Stock Option program. Stock option awards generally vest over a five-year
period with approximately 20% of the award vesting at each anniversary date of the grant (except in the case of death,
disability, or retirement, in which case immediate vesting occurs). The options granted will expire ten years after the
date of the grant. In the first quarter of 2014 and 2013, we granted 0.1 and 0.2 million stock options, respectively, at a
weighted average grant price of $96.98 and $82.93, respectively. The weighted average fair value of our employee
stock options granted, as determined by the Black-Scholes valuation model, was $20.48 and $15.50 for 2014 and
2013, respectively, using the following assumptions:

2014 2013
Expected life (in years) 7.5 7.5
Risk-free interest rate 2.40 % 1.38 %
Expected volatility 24.26 % 24.85 %
Expected dividend yield 2.56 % 2.75 %

Compensation expense for share-based awards recognized in net income for the three months ended June 30, 2014 and
2013 was $142 and $131 million pre-tax, respectively. Compensation expense for share-based awards recognized in
net income for the six months ended June 30, 2014 and 2013 was $306 and $288 million pre-tax, respectively.

12
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 4. INVESTMENTS AND RESTRICTED CASH

The following is a summary of marketable securities classified as available-for-sale as of June 30, 2014 and

December 31, 2013 (in millions):

Cost
June 30, 2014
Current marketable securities:
U.S. government and agency debt securities $332
Mortgage and asset-backed debt securities 92
Corporate debt securities 1,045
Other debt and equity securities 73
Total marketable securities $1,542
Cost
December 31, 2013
Current marketable securities:
U.S. government and agency debt securities $355
Mortgage and asset-backed debt securities 76
Corporate debt securities 146
Other debt and equity securities 5
Total marketable securities $582

Investment Other-Than-Temporary Impairments

Unrealized
Gains

$1
1
1

$3

Unrealized
Gains

Unrealized
Losses

$(
(1

$(2

Unrealized
Losses

$(
2
(1

$4

)

Estimated
Fair Value

$332
92
1,046
73
$1,543

Estimated
Fair Value

$354
75
146
5
$580

We have concluded that no other-than-temporary impairment losses existed as of June 30, 2014. In making this
determination, we considered the financial condition and prospects of the issuers, the magnitude of the losses
compared with the investments’ cost, the length of time the investments have been in an unrealized loss position, the
probability that we will be unable to collect all amounts due according to the contractual terms of the securities, the
credit rating of the securities and our ability and intent to hold these investments until the anticipated recovery in

market value occurs.
Maturity Information

The amortized cost and estimated fair value of marketable securities at June 30, 2014, by contractual maturity, are
shown below (in millions). Actual maturities may differ from contractual maturities because the issuers of the

securities may have the right to prepay obligations without prepayment penalties.

Cost Estimated
Fair Value

Due in one year or less $990 $990
Due after one year through three years 445 445
Due after three years through five years 15 15
Due after five years 90 91

1,540 1,541
Equity securities 2 2

$1,542 $1,543

Non-Current Investments and Restricted Cash

We had $426 and $425 million of restricted cash related to our self-insurance requirements as of June 30, 2014 and
December 31, 2013, respectively, which is reported in “Non-Current Investments and Restricted Cash” on the
consolidated balance sheets. This restricted cash is invested in money market funds and similar cash-equivalent type

13
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

At June 30, 2014 and December 31, 2013, we held a $19 million investment in a variable life insurance policy to fund
benefits for the UPS Excess Coordinating Benefit Plan. This investment is classified as “Non-Current Investments and
Restricted Cash” in the consolidated balance sheets with the quarterly change in investment value recognized in the
statements of consolidated income.

Fair Value Measurements

Marketable securities utilizing Level 1 inputs include active exchange-traded equity securities and equity index funds,
and most U.S. Government debt securities, as these securities all have quoted prices in active markets. Marketable
securities utilizing Level 2 inputs include asset-backed securities, corporate bonds and municipal bonds. These
securities are valued using market corroborated pricing, matrix pricing or other models that utilize observable inputs
such as yield curves.

We maintain holdings in certain investment partnerships that are measured at fair value utilizing Level 3 inputs
(classified as “Other investments” in the tables below and as “Other Non-Current Assets” in the consolidated balance
sheets). These partnership holdings do not have quoted prices, nor can they be valued using inputs based on
observable market data. These investments are valued internally using a discounted cash flow model with two
significant inputs: (1) the after-tax cash flow projections for each partnership and (2) the risk-adjusted discount rate
consistent with the duration of the expected cash flows for each partnership. The weighted-average discount rates used
to value these investments were 8.20% and 8.65% as of June 30, 2014 and December 31, 2013, respectively. These
inputs and the resulting fair values are updated on a quarterly basis.

The following table presents information about our investments measured at fair value on a recurring basis as of

June 30, 2014 and December 31, 2013, and indicates the fair value hierarchy of the valuation techniques utilized to
determine such fair value (in millions):

Quoted Prices

in Active C Significant

Markets for Significant Other Ur%observable

. Observable Inputs Balance

Identical (Level 2) Inputs

Assets (Level 3)

(Level 1)
June 30, 2014
Marketable Securities:
U.S. government and agency debt securities $332 $— $— $332
Mortgage and asset-backed debt securities — 92 — 92
Corporate debt securities — 1,046 — 1,046
Other debt and equity securities — 73 — 73
Total marketable securities 332 1,211 — 1,543
Other investments 19 — 95 114
Total $351 $ 1,211 $95 $1,657

Quoted Prices

in Active C Significant

Markets for Significant Other Ufobservable

. Observable Inputs Balance

Identical (Level 2) Inputs

Assets (Level 3)

(Level 1)

December 31, 2013
Marketable Securities:

15
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U.S. government and agency debt securities
Mortgage and asset-backed debt securities
Corporate debt securities

Other debt and equity securities

Total marketable securities

Other investments

Total

9

$353

353
19
$372

$1
75
146
5
227

$ 227

$354
75
146

580
129
$709
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

The following table presents the changes in the above Level 3 instruments measured on a recurring basis for the three

months ended June 30, 2014 and 2013 (in millions):

Balance on April 1, 2014

Transfers into (out of) Level 3

Net realized and unrealized gains (losses):

Included in earnings (in investment income)

Included in accumulated other comprehensive income (pre-tax)
Purchases

Sales

Balance on June 30, 2014

Balance on April 1, 2013

Transfers into (out of) Level 3

Net realized and unrealized gains (losses):

Included in earnings (in investment income)

Included in accumulated other comprehensive income (pre-tax)
Purchases

Sales

Balance on June 30, 2013

10

Marketable
Securities
$—

Marketable
Securities
$—

Other
Investments
$99

4

$95

Other
Investments
$150

(14

$136

Total
$99

4

$95

Total
$150

(14

$136

17



Edgar Filing: UNITED PARCEL SERVICE INC - Form 10-Q

Table of Contents
UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

The following table presents the changes in the above Level 3 instruments measured on a recurring basis for the six
months ended June 30, 2014 and 2013 (in millions):
Marketable  Other

.. Total

Securities Investments
Balance on January 1, 2014 $— 110 110
Transfers into (out of) Level 3 — — —
Net realized and unrealized gains (losses):
Included in earnings (in investment income) — (15 ) (15 )
Included in accumulated other comprehensive income (pre-tax) — — —
Purchases — — —
Sales — — —
Balance on June 30, 2014 $— $95 $95

Marketable Other

.. Total

Securities Investments
Balance on January 1, 2013 $— 163 163
Transfers into (out of) Level 3 — — —
Net realized and unrealized gains (losses):
Included in earnings (in investment income) — 27 ) (27 )
Included in accumulated other comprehensive income (pre-tax) — — —
Purchases — — —
Sales — — —
Balance on June 30, 2013 $— $136 $136

There were no transfers of investments between Level 1 and Level 2 during the three and six months ended June 30,
2014 and 2013.

NOTE 5. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment as of June 30, 2014 and December 31, 2013 consist of the following (in millions):

2014 2013
Vehicles $7,036 $6,762
Aircraft 15,785 15,772
Land 1,164 1,163
Buildings 3,310 3,260
Building and leasehold improvements 3,150 3,116
Plant equipment 7,367 7,221
Technology equipment 1,600 1,569
Equipment under operating leases 41 44
Construction-in-progress 209 244

39,662 39,151
Less: Accumulated depreciation and amortization (21,875 ) (21,190 )

$17,787 $17,961

We continually monitor our aircraft fleet utilization in light of current and projected volume levels, aircraft fuel prices
and other factors. Additionally, we monitor our other property, plant and equipment categories for any indicators that
the carrying value of the assets exceeds the fair value. There were no indicators of impairment in our property, plant
and equipment, and no impairment charges were recorded, during the three and six months ended June 30, 2014 and

18
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NOTE 6. EMPLOYEE BENEFIT PLANS

Company-Sponsored Benefit Plans

Information about net periodic benefit cost for our company-sponsored pension and postretirement benefit plans is as
follows for the three and six months ended June 30, 2014 and 2013 (in millions):

US. Pension Benefits U.S. Postretirement International
Medical Benefits Pension Benefits

2014 2013 2014 2013 2014 2013
Three Months Ended June 30:
Service cost $285 $337 $18 $26 $15 $11
Interest cost 401 363 34 47 14 11
Expected return on assets (565 ) (537 ) (6 ) 9 ) (15 ) (14 )
Amortization of:
Transition obligation — — — — — —
Prior service cost 43 43 4 ) 1 3 ) —
Other net (gain) loss — — — — — —
Actuarial (gain) loss — — 746 — — —
Settlement and curtailment loss — — 320 — — —
Net periodic benefit cost $164 $206 $1,108 $65 $11 $8

. . U.S. Postretirement International

U.S. Pension Benefits Medical Benefits Pension Benefits

2014 2013 2014 2013 2014 2013
Six Months Ended June 30:
Service cost $569 $675 $39 $52 $27 $26
Interest cost 802 725 86 93 26 22
Expected return on assets (1,129 ) (1,074 ) (12 ) (17 ) (30 ) (28 )
Amortization of:
Transition obligation — — — — — —
Prior service cost 85 86 3 ) 2 @3 ) —
Other net (gain) loss — — — — — —
Actuarial (gain) loss — — 746 — — —
Settlement and curtailme