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o Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
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Item 7.01. Regulation FD Disclosure.
On April 24, 2014, United Parcel Service, Inc. (“UPS”) issued a press release announcing the ratification of a new five-year collective bargaining agreement, which is

more fully described below. The press release is attached to this Current Report on Form 8-K as Exhibit 99.1.

The information in this Item 7.01 and Exhibit 99.1 is furnished and shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended, or otherwise subject to liabilities under that section, and shall not be deemed to be incorporated by reference into the filings of UPS under the Securities Act of 1933,
as amended, regardless of any general incorporation language in those filings.

Item 8.01 — Other Events.
     
Ratification of Collective Bargaining Agreement:

As of December 31, 2013, we had approximately 253,000 employees employed under a national master agreement and various supplemental agreements with local unions
affiliated with the International Brotherhood of Teamsters (“Teamsters”). This national master agreement had expired on July 31, 2013, but had been indefinitely extended
pending the ratification of a new agreement with the Teamsters. On April 24, 2014, the Teamsters ratified a new national master agreement (“NMA”) with UPS that will expire
on July 31, 2018.

The economic provisions in the NMA include wage rate increases, as well as increased contribution rates for healthcare and pension benefits. Most of these economic
provisions are retroactive to August 1, 2013, which is the effective date of the NMA. As of March 31, 2014, we have accrued approximately $325 million for these unpaid
economic benefits, which we anticipate remitting in the second quarter of 2014.

In addition to the retroactive economic provisions of the NMA, there are certain changes to the delivery of healthcare benefits that are effective at various dates. These
changes will impact approximately 36,000 full-time and 73,000 part-time active employees covered by the NMA and the UPS Freight collective bargaining agreement
(collectively referred to as the “NMA Group”), as well as approximately 16,000 employees covered by other collective bargaining agreements (the “Non-NMA Group”). These
provisions are discussed further below.

Changes to the Delivery of Active and Postretirement Healthcare Benefits:

Currently, the NMA Group and Non-NMA Group employees receive their healthcare benefits through UPS-sponsored active and postretirement health and welfare benefit
plans. Effective June 1, 2014, we will cease providing active healthcare benefits to the NMA Group through these UPS-sponsored benefit plans, and the responsibility for
providing active healthcare benefits will be assumed by three separate multiemployer healthcare funds (the “Funds”). The responsibility for providing active healthcare benefits
for the Non-NMA Group will also be assumed by the Funds on dates ranging from June 1, 2014 through January 1, 2015, depending on the ratification date of the applicable
collective bargaining agreement. We will make contributions to the Funds based on negotiated fixed hourly or monthly contribution rates for the duration of the NMA and other
applicable collective bargaining agreements.

Additionally, the Funds will assume the obligation to provide postretirement healthcare benefits to the employees in the NMA Group who retire on or after January 1, 2014.
The postretirement healthcare benefit obligation for the employees in the Non-NMA Group will be assumed by the Funds for employees retiring on or after January 1, 2014 or
January 1, 2015, depending on the applicable collective bargaining agreement. In exchange for the assumption of the obligation to provide postretirement healthcare benefits to
the NMA Group and Non-NMA Group, we will transfer cash totaling $2.271 billion to the Funds in the second quarter of 2014. UPS-sponsored health and welfare benefit plans
will retain responsibility for providing postretirement healthcare coverage for employees in the NMA Group who retired from UPS prior to January 1, 2014, and for employees
in the Non-NMA Group who retire from UPS prior to the January 1, 2014 or January 1, 2015 effective date in the applicable collective bargaining agreement.



 

Accounting Impact of Health and Welfare Plan Changes:

Second Quarter 2014 - Income Statement Impact:

We plan to record a pre-tax charge of approximately $1.047 billion in the second quarter of 2014 for the health and welfare plan changes described above. The components
of this charge are as follows:

• Partial Plan Curtailment: We plan to record an approximate $112 million pre-tax curtailment loss due to the elimination of future service benefit accruals for the NMA
Group and Non-NMA Group. This curtailment loss represents the accelerated recognition of unamortized prior service costs.

• Remeasurement of Postretirement Obligation: We plan to record an approximate $735 million pre-tax loss due to the remeasurement of the postretirement benefit
obligations of the affected UPS-sponsored health and welfare benefit plans.

• Settlement: We plan to record an approximate $200 million pre-tax settlement loss, which represents the recognition of unamortized actuarial losses associated with the
postretirement obligation for the NMA Group.

Second Quarter 2014 - Balance Sheet and Cash Flow Impact:

During the second quarter of 2014, we will transfer cash totaling $2.271 billion ($1.417 billion after-tax) to the Funds for the assumption of the postretirement healthcare
benefit obligations. Of this cash transfer amount, $1.995 billion will be accounted for as a settlement of our postretirement obligation for the NMA Group, while the remaining
$276 million will be accounted for as a prepaid deposit asset until the ratification of the collective bargaining agreements covering the Non-NMA Group. We anticipate
receiving the cash tax benefits resulting from these payments over the remainder of 2014.

For NMA Group employees who retired prior to January 1, 2014 and remain with the UPS-sponsored health and welfare plans, the changes to the contributions, benefits
and cost sharing provisions in these plans will result in a decrease in the postretirement benefit obligation, and a corresponding increase in pre-tax accumulated other
comprehensive income, of approximately $23 million upon ratification.

After the remeasurement and settlement of the obligation for the NMA Group, the total postretirement medical benefit obligation is expected to be reduced by
approximately $908 million from $3.691 billion at December 31, 2013 to approximately $2.783 billion at June 30, 2014.

Remainder of 2014:

Upon ratification of the collective bargaining agreements covering the Non-NMA Group, we plan to record a pre-tax charge of approximately $32 million for the
remeasurement and settlement of the postretirement obligation associated with these employees. At the same time, the $276 million prepaid deposit asset, described previously,
will be used to settle the postretirement benefit obligation for the Non-NMA Group. We anticipate the ratification of these agreements covering the Non-NMA Group will occur
between the second quarter and fourth quarter of 2014.

Based on the anticipated expense and contribution levels for the remainder of 2014, in addition to the remeasurement and settlement of the obligations for the NMA Group
and Non-NMA Group, we expect that the total postretirement medical benefit obligation will be reduced by approximately $1.161 billion from $3.691 billion at December 31,
2013 to approximately $2.530 billion at December 31, 2014.

The accounting charges and other amounts described above are estimates based on actuarial valuation assumptions, and will be updated as necessary for any changes in
discount rates, final collective bargaining agreement details and similar factors.



 
Except for historical information contained herein, the statements made in this report constitute forward-looking statements within the meaning of Section 27A of the

Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Such forward-looking statements, including statements regarding the anticipated impacts and
benefits resulting from the NMA, involve certain risks and uncertainties. Certain factors may cause actual results to differ materially from those contained in forward-looking
statements, including that the NMA will improve our flexibilities to remain competitive, the NMA removes risk associated with growing healthcare costs resulting from
medical inflation and legislative changes and other risks discussed in UPS’s Form 10-K and other filings with the Securities and Exchange Commission, which discussions are
incorporated herein by reference.

Item 9.01 — Financial Statements and Exhibits.

(d) Exhibits

99.1       Press release dated April 24, 2014.



 

Signatures

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto
duly authorized.

     

   
UNITED PARCEL SERVICE, INC.

Date: April 24, 2014    By:  /s/ Kurt P. Kuehn
      Kurt P. Kuehn
      Senior Vice President and Chief Financial Officer
       



 

Exhibit 99.1

For Immediate Release

Contact: Dan McMackin   
dmcmackin@ups.com
404-828-7123

UPS CONTRACT WITH INTERNATIONAL BROTHERHOOD OF TEAMSTERS
APPROVED

National Master Agreement Effective April 25, 2014;
Retroactive Effect to August 2013

 

ATLANTA, April 25, 2014 -- UPS (NYSE: UPS) today was notified by the International Brotherhood of Teamsters (IBT) that the
Master Agreement between UPS and the IBT was approved for implementation on April 25 for all UPS employees covered by the
Agreement.
 

“We are pleased with this notification and we will move forward to implement the terms of the contract,” said Scott Davis, UPS
chairman and CEO.  “This contract provides improved wage and benefit coverage for employees and offers needed stability and flexibility
that will help UPS compete effectively and remain a preferred employer offering the industry’s best jobs.”

Key elements of the collective bargaining agreement are as follows:

• The contract is effective from 8/1/13 to 7/31/18 and applicable retroactive benefits payments will be made to employees within
30 days.

• Competitive wage and benefit increases over the 5-year term of the agreement with a new base wage for part-time employees
of $10 per hour. 
 

• Transition of Teamster-represented employees from UPS-sponsored health care plans to multi-employer health care plans. This
includes a pre-tax cash payment of $2.3 billion and the transfer of $1.2 billion of postretirement obligations by UPS to the multi-
employer plans, as well as a pre-tax charge of approximately $1.1 billion.

Additional information about the agreement is available at www.investors.ups.com.

About UPS
UPS (NYSE:UPS) is a global leader in logistics, offering a broad range of solutions for the transportation of packages and freight,

including innovative delivery options for the global consumer market; the facilitation of international trade, and the deployment of advanced
technology to more efficiently manage the world of business.  Headquartered in Atlanta, UPS serves more than 220 countries and
territories worldwide.  The company can be found on the Web at ups.com® and its corporate blog can be found at blog.ups.com.  To get
UPS news direct, visit pressroom.ups.com/RSS.
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