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PART I. FINANCIAL INFORMATION

Cautionary Statement About Forward-Looking Statements

This report, our Annual Report on Form 10-K for the year ended December 31, 2025 and our other filings with the Securities and Exchange Commission contain and in

the future may contain "forward-looking statements." Statements other than those of current or historical fact, and all statements accompanied by terms such as "will,"

"believe," "project," "expect," "estimate," "assume," "intend," "anticipate," "target," "plan," and similar terms, are intended to be forward-looking statements.

From time to time, we also include written or oral forward-looking statements in other publicly disclosed materials. Such statements may relate to our intent, belief,

forecasts of, or current expectations about our strategic direction, prospects, future results, or 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 forward-looking

statements because such statements speak only as of the date when made and the future, by its very nature, cannot be predicted with certainty.

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: changes in general economic conditions in the U.S. or internationally, including

as a result of changes in global trade policy, new or increased tariffs, government shutdowns, or geopolitical uncertainty, tensions and/or conflicts in or arising from various

countries and regions, including the European Union, Ukraine, the Russian Federation, the Middle East and the Trans-Pacific region; significant competition on a local,

regional, national and international basis; changes in our relationships with our significant customers; our ability to attract and retain qualified employees; strikes, work

stoppages or slowdowns by our employees; increased or more complex physical or operational security requirements; a significant cybersecurity incident, or increased data

protection regulations; our ability to maintain our brand image and corporate reputation; impacts from global climate change; interruptions in or impacts on our business from

natural or man-made events or disasters including terrorist attacks, epidemics or pandemics; exposure to changing economic, political, regulatory and social developments in

international and emerging markets; our ability to realize the anticipated benefits from acquisitions, dispositions, joint ventures or strategic alliances; the effects of changing

prices of energy, including gasoline, diesel, jet and other fuels, and interruptions in supplies of these commodities; changes in exchange rates or interest rates; our ability to

accurately forecast our future capital investment needs; increases in our expenses or funding obligations relating to employee health, retiree health and/or pension benefits; our

ability to manage insurance and claims expenses; changes in business strategy, government regulations or economic or market conditions that may result in impairments of our

assets; potential additional U.S. or international tax liabilities; increasingly stringent regulations related to climate change; potential claims or litigation related to labor and

employment, personal injury, property damage, business practices, environmental liability and other matters; 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, 2025 and subsequently filed reports. 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, except as required by law.

The Company routinely posts important information, including news releases, announcements, materials provided or displayed at analyst or investor conferences, and

other statements about its business and results of operations, that may be deemed material to investors on the Company’s Investors Relations website at www.investors.ups.com.

The Company uses its website as a means of disclosing material, nonpublic information and for complying with the Company’s disclosure obligations under Regulation FD.

Investors should monitor the Company’s Investor Relations website in addition to following the Company’s press releases, filings with the Securities and Exchange

Commission, public conference calls and webcasts. We do not incorporate the contents of any website into this or any other report we file with the Securities and Exchange

Commission.
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Item 1. Financial Statements

UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

September 30, 2026 (unaudited) and December 31, 2025 (in millions)

September 30,

2026

December 31,

2025

ASSETS

Current Assets:

Cash and cash equivalents $ 6,837  $ 5,887 

Accounts receivable, Net 10,392  11,209 

Other current assets 2,084  1,949 

Total Current Assets 19,313  19,045 

Property, Plant and Equipment, Net 37,917  37,731 

Operating Lease Right-Of-Use Assets 4,043  4,263 

Goodwill 5,590  5,837 

Intangible Assets, Net 3,953  4,021 

Deferred Income Tax Assets 151  140 

Other Non-Current Assets 1,752  2,053 

Total Assets $ 72,719  $ 73,090 

LIABILITIES AND SHAREOWNERS' EQUITY

Current Liabilities:

Current maturities of long-term debt and finance leases $ 957  $ 608 

Current maturities of operating leases 725  763 

Accounts payable 6,152  6,633 

Accrued wages and withholdings 3,631  3,715 

Self-insurance reserves 1,163  1,137 

Accrued group welfare and retirement plan contributions 1,211  1,389 

Other current liabilities 1,744  1,375 

Total Current Liabilities 15,583  15,620 

Long-Term Debt and Finance Leases 25,121  23,519 

Non-Current Operating Leases 3,487  3,700 

Pension and Postretirement Benefit Obligations 5,751  6,567 

Deferred Income Tax Liabilities 3,931  3,690 

Other Non-Current Liabilities 3,820  3,739 

Shareowners' Equity:

Class A common stock (100 and 106 shares issued in 2026 and 2025, respectively) 1  1 

Class B common stock (751 and 743 shares issued in 2026 and 2025, respectively) 8  8 

Additional paid-in capital 585  275 

Retained earnings 18,598  20,151 

Accumulated other comprehensive loss (4,198) (4,208)

Deferred compensation obligations 3  5 

Less: Treasury stock (0.1 shares in 2026 and 2025) (3) (5)

Total Equity for Controlling Interests 14,994  16,227 

Noncontrolling interests 32  28 

Total Shareowners' Equity 15,026  16,255 

Total Liabilities and Shareowners' Equity $ 72,719  $ 73,090 

See notes to unaudited consolidated financial statements.
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

STATEMENTS OF CONSOLIDATED INCOME

(In millions, except per share amounts)

(unaudited)

 

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Revenue $ 22,853  $ 21,415  $ 66,889  $ 64,182 

Operating Expenses:

Compensation and benefits 11,807  12,118  36,006  35,571 

Repairs and maintenance 809  803  2,390  2,290 

Depreciation and amortization 965  926  2,930  2,774 

Purchased transportation 3,275  2,463  9,226  7,715 

Fuel 1,544  1,071  4,324  3,187 

Other occupancy 572  548  1,803  1,699 

Other expenses 2,137  1,682  6,269  5,654 

Total Operating Expenses 21,109  19,611  62,948  58,890 

Operating Profit 1,744  1,804  3,941  5,292 

Other Income (Expense):

Investment income and other 116  94  342  251 

Interest expense (289) (291) (827) (751)

Total Other Income (Expense) (173) (197) (485) (500)

Income Before Income Taxes 1,571  1,607  3,456  4,792 

Income Tax Expense 408  296  825  1,011 

Net Income $ 1,163  $ 1,311  $ 2,631  $ 3,781 

Basic Earnings Per Share $ 1.37  $ 1.55  $ 3.09  $ 4.46 

Diluted Earnings Per Share $ 1.37  $ 1.55  $ 3.09  $ 4.46 

STATEMENTS OF CONSOLIDATED COMPREHENSIVE INCOME (LOSS)

(In millions)

(unaudited)

 

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Net Income $ 1,163  $ 1,311  $ 2,631  $ 3,781 

Change in foreign currency translation adjustment, net of tax (3) (46) (229) 455 

Change in unrealized gain (loss) on cash flow hedges, net of tax 30  75  154  (353)

Change in unrecognized pension and postretirement benefit costs, net of tax 29  30  85  90 

Change in other —  (1) —  — 

Comprehensive Income $ 1,219  $ 1,369  $ 2,641  $ 3,973 

                

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)

Nine Months Ended

 September 30,

2026 2025

Cash Flows From Operating Activities:

Net income $ 2,631  $ 3,781 

Adjustments to reconcile net income to net cash from operating activities:

Depreciation and amortization 2,930  2,774 

Pension and postretirement benefit expense 644  763 

Pension and postretirement benefit contributions (897) (1,338)

Self-insurance reserves 222  76 

Deferred tax (benefit) expense 180  (34)

Stock compensation expense 95  41 

Other (gains) losses 146  (155)

Changes in assets and liabilities, net of effects of acquisitions:

Accounts receivable 435  854 

Other assets (128) (80)

Accounts payable (121) (801)

Accrued wages and withholdings (59) (202)

Other liabilities (104) (528)

Other operating activities 12  (3)

Net cash from operating activities 5,986  5,148 

Cash Flows From Investing Activities:

Capital expenditures (2,221) (2,969)

Proceeds from disposal of businesses, property, plant and equipment 473  585 

Purchases of marketable securities —  (90)

Sales and maturities of marketable securities —  229 

Acquisitions, net of cash acquired (11) (479)

Other investing activities (18) (10)

Net cash used in investing activities (1,777) (2,734)

Cash Flows From Financing Activities:

Proceeds from borrowings 870  4,153 

Repayments of borrowings (133) (1,145)

Purchases of common stock —  (1,000)

Issuances of common stock 86  133 

Dividends (4,064) (4,045)

Other financing activities 35  (43)

Net cash used in financing activities (3,206) (1,947)

Effect of Exchange Rate Changes on Cash, Cash Equivalents and Restricted Cash (53) 185 

Net Increase in Cash, Cash Equivalents and Restricted Cash 950  652 

Cash, Cash Equivalents and Restricted Cash:

Beginning of period 5,887  6,112 

End of period $ 6,837  $ 6,764 

See notes to unaudited consolidated financial statements.
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. BASIS OF PRESENTATION AND ACCOUNTING POLICIES

Principles of Consolidation

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States

("GAAP") for interim financial information and with the instructions to Form 10-Q and Rule 10-01 of Regulation S-X. These unaudited consolidated financial statements

contain all adjustments (consisting of normal recurring accruals) necessary to present fairly our financial position as of September 30, 2026, and our results of operations and

cash flows for the three and nine months ended September 30, 2026 and 2025. The results reported in these unaudited consolidated financial statements should not be regarded

as indicative of results that may be expected for any other period or the entire year. The unaudited 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, 2025 (our "2025 Form 10-K").

Throughout this report, the terms "nine months ended" and "year-to-date period" and "first nine months" refer to the nine months ended September 30.

Fair Value of Financial Instruments

The carrying amounts of our cash and cash equivalents, marketable securities, accounts receivable and accounts payable approximated fair value as of September 30,

2026 and December 31, 2025. The fair values of our recognized multiemployer pension withdrawal liabilities are disclosed in note 6, our short- and long-term debt in note 9

and our derivative instruments in note 14. We apply a fair value hierarchy (Levels 1, 2 and 3) when measuring and reporting items at fair value. Fair values are based on listed

market prices (Level 1), when such prices are available. To the extent that listed market prices are not available, fair values are determined based on other relevant factors,

including dealer price quotations (Level 2). If listed market prices or other relevant factors are not available, including situations where there is little or no market activity for an

asset or liability, inputs are developed from unobservable data reflecting our own assumptions (Level 3). Certain investments that do not have readily determinable fair values

are reported in accordance with the measurement alternative in Accounting Standards Codification ("ASC") Topic 321. For further discussion on these investments, see note 1

to the audited consolidated financial statements in our 2025 Form 10-K.

Use of Estimates

The preparation of the accompanying 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 these financial statements, as well as the reported amounts of revenues and expenses during the

reporting period.

Although our estimates contemplate current and expected future conditions, as applicable, it is reasonably possible that actual conditions could differ from our

expectations, which could materially affect our results of operations and financial position. As a result, our accounting estimates and assumptions may change significantly over

time.

Supplier Finance Programs

As part of our working capital management, certain financial institutions offer a Supply Chain Finance ("SCF") program to certain of our suppliers. During the nine

months ended September 30, 2026, there were no material changes to the SCF program described in note 1 to the audited consolidated financial statements in our 2025 Form

10-K. Amounts due to our suppliers that participate in the SCF program are included in Accounts payable in our consolidated balance sheets. We have been informed by the

participating financial institutions that as of September 30, 2026 and December 31, 2025, suppliers sold $384 and $435 million, respectively, of our outstanding payment

obligations during the relevant period.

5
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Supplemental Cash Flow Information

The following table presents supplemental cash flow information (in millions):

Nine Months Ended

 September 30,

2026 2025

Cash paid for amounts included in measurement of obligations:

Operating cash flows from operating leases $ 754  $ 716 

Operating cash flows from finance leases 36  12 

Financing cash flows from finance leases 128  93 

Noncash transactions:

Pension contribution funded through debt issuance $ 450  $ — 

Accrued capital expenditures 276  378 

Property, plant and equipment recognized during the construction period of build-to-suit financing arrangement 98  64 

Right-of-use assets obtained in exchange for operating lease obligations 441  561 

Right-of-use assets obtained in exchange for finance lease obligations 1,086  472 

During the nine months ended September 30, 2026 and 2025, aircraft finance lease arrangements resulted in $643 and $312 million, respectively, of noncash investing and

financing activities.

NOTE 2. RECENT ACCOUNTING PRONOUNCEMENTS

Adoption of New Accounting Standards

Accounting pronouncements adopted during the periods covered by the unaudited consolidated financial statements did not have a material impact on our consolidated

financial position, results of operations, cash flows or internal controls.

Accounting Standards Issued But Not Yet Effective

In November 2024, the Financial Accounting Standards Board ("FASB") issued an Accounting Standards Update ("ASU") on expense disaggregation disclosures, which

will require tabular disclosure in the notes to financial statements for specific expense categories. The standard is effective for us beginning with our 2027 annual report and for

interim and annual periods thereafter. This ASU will require additional expense disclosures. We are evaluating the impact of adoption, but do not expect this ASU to have a

significant impact on our consolidated financial position, results of operations, cash flows or internal controls.

In September 2025, the FASB issued an ASU on targeted improvements to the accounting for internal‑use software, which modernizes accounting guidance for costs

incurred in developing internal-use software. This ASU removes references to development stages, instead requiring capitalization to begin based on a "probable-to-complete"

threshold. This ASU is effective for us beginning with our 2028 annual report and for interim and annual periods thereafter. Early adoption is permitted. We are evaluating the

impact of adoption, but do not expect this ASU to have a significant impact on our consolidated financial position, results of operations, cash flows or internal controls.

In December 2025, the FASB issued an ASU on accounting for government grants. The ASU defines the scope of government grants and permits recognition only when it

is probable that the entity will comply with the grant’s conditions and the grant will be received. It also provides guidance on presentation approaches for both asset‑related and

income‑related grants and expands related disclosure requirements. This ASU is effective for us beginning in the first quarter of 2029 and for all interim and annual periods

thereafter, and early adoption is permitted. We are evaluating the impact of adoption, but do not expect this ASU to have a significant impact on our consolidated financial

position, results of operations, cash flows or internal controls.
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

In May 2026, the FASB issued an ASU on accounting for and disclosure of environmental credits and credit obligations. This ASU provides recognition, measurement,

presentation and disclosure requirements for all entities that generate, purchase, or receive environmental credits or have a regulatory compliance obligation that may be settled

with environmental credits. This ASU becomes effective for us beginning in the first quarter of 2028 and for all interim and annual periods thereafter, and early adoption is

permitted. We are evaluating the impact of adoption, but do not expect this ASU to have a significant impact on our consolidated financial position, results of operations, cash

flows or internal controls.

Other accounting pronouncements issued before, but not effective until after, September 30, 2026, are not expected to have a material impact on our consolidated financial

position, results of operations, cash flows or internal controls.

NOTE 3. REVENUE RECOGNITION

Revenue Recognition

Substantially all of our revenues are from contracts associated with the pickup, transportation and delivery of packages and freight ("transportation services") that include

only one performance obligation: the transportation services themselves. These services may be carried out by or arranged by us and generally occur over a short period of time.

We generally recognize revenue over time, based on the extent of progress towards completion of the services in the contract. All of our major businesses act as a principal in

their revenue arrangements and as such, we report revenue and the associated purchased transportation costs on a gross basis within our statements of consolidated income.

Disaggregation of Revenue

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Revenue:

Next Day Air $ 2,532  $ 2,381  $ 7,464  $ 7,035 

Deferred 1,064  1,020  3,211  3,093 

Ground 10,917  10,525  32,263  31,718 

Cargo and Other 352  294  982  917 

     U.S. Domestic Package 14,865  14,220  43,920  42,763 

Domestic 859  847  2,563  2,448 

Export 3,935  3,646  11,445  10,574 

Cargo and Other 213  180  583  509 

    International Package 5,007  4,673  14,591  13,531 

Forwarding 858  730  2,305  2,188 

Logistics 1,598  1,363  4,547  4,411 

Other 525  429  1,526  1,289 

    Supply Chain Solutions ("SCS") 2,981  2,522  8,378  7,888 

Consolidated revenue $ 22,853  $ 21,415  $ 66,889  $ 64,182 

Accounts Receivable, Net

As part of our working capital management, we have an accounts receivable factoring program with third parties, in which we may sell certain customer receivables on a

revolving basis. Any such transactions are accounted for as sales and, accordingly, receivables sold are removed from Accounts receivable, Net in our consolidated balance

sheets and the proceeds

are reflected in Cash Flows from Operating Activities in our statements of consolidated cash flows. Our continuing involvement in these receivables is primarily limited to

servicing and, under limited circumstances, recourse. Total accounts which may be outstanding under the program are $860 million and, as of September 30, 2026, $410 million

was available. In connection with this program, we recognized a liability, measured at fair value, related to our estimated recourse obligations recorded within Other current

liabilities in our applicable consolidated balance sheets. As of September 30, 2026 and December 31, 2025 cash collections of $121 and $59 million, respectively, were not yet

remitted to third-party purchasers. These obligations are included within Other current liabilities in our consolidated balance sheets, with changes in such obligations reflected

within

7
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Cash Flows from Financing Activities in our statements of consolidated cash flows. As of September 30, 2026 and December 31, 2025, accounts receivable outstanding under

our factoring program were $450 and $491 million, respectively.

Our allowance for credit losses as of September 30, 2026 and December 31, 2025 was $242 and $180 million, respectively. Amounts for credit losses charged to expense,

before recoveries, during both of the three months ended September 30, 2026 and 2025 were $95 million. During the nine months ended September 30, 2026 and 2025, these

amounts were $296 and $267 million, respectively.

Contract Assets and Liabilities

Contract assets were $271 and $275 million as of September 30, 2026 and December 31, 2025, respectively, and were recorded within Other current assets in our

consolidated balance sheets. Contract liabilities recorded within Other Non-Current Liabilities were $40 and $49 million as of September 30, 2026 and December 31, 2025,

respectively. Short-term contract liabilities were immaterial as of September 30, 2026 and December 31, 2025.

NOTE 4. STOCK-BASED COMPENSATION

Pre-tax compensation expense for equity-classified stock compensation awards recorded within Compensation and benefits in our statements of consolidated income for

the three months ended September 30, 2026 and 2025 was $37 and $25 million, respectively. For the nine months ended September 30, 2026 and 2025 these amounts were $95

and $41 million, respectively.

Our UPS Management Incentive Award Program ("MIP") awards are classified as a compensation obligation within Accrued wages and withholdings in our consolidated

balance sheets. Substantially all MIP awards are settled in cash, subject to participant elections. Cash payments related to the 2025 MIP and 2024 MIP awards are reflected in

Accrued wages and withholdings in our statements of consolidated cash flows for the nine months ended September 30, 2026 and 2025, respectively.

During the nine months ended September 30, 2026, there were no material changes to our stock-based compensation plans described in note 13 to the audited

consolidated financial statements in our 2025 Form 10-K, except as described below.

Long-Term Incentive Program ("LTIP")

On May 6, 2026 (the "grant date"), the Compensation and Human Capital Committee of the Board (the "Compensation Committee") approved awards under the

Company's 2026 LTIP program. The 2026 LTIP award contains both a restricted stock unit ("RSU") component and a restricted performance unit ("RPU") component. RPU

performance targets are equally weighted between adjusted revenue growth and non-GAAP adjusted return on invested capital ("ROIC"). RPUs vest at the end of a three-year

performance period, assuming continued employment with the Company (except in the case of death, disability or retirement, in which case immediate vesting occurs on a

prorated basis). The exact number of RPUs earned is based on Company performance, and subject to modification based on the Company's total shareholder return relative to

the Standard & Poor's 500 Index. We determined the grant date fair value of the RPUs using a Monte Carlo model. Each target RPU awarded on the grant date was valued at

$106.08. RSUs were valued using the closing NYSE price of $99.89 on the grant date, and will generally vest ratably over three years on each anniversary of the grant date,

assuming continued employment with the Company (except in the case of disability or retirement, in which case vesting will continue, or death, in which case immediate

vesting will occur).

The weighted-average assumptions used and the weighted-average fair values of the LTIP RPU awards granted during the nine months ended September 30, 2026 and

2025 are as follows:

2026 2025

Risk-free interest rate 3.88 % 3.86 %

Expected volatility 28.90 % 28.39 %

Weighted-average fair value of units granted $ 106.15  $ 94.54 

Share payout 106.20 % 98.13 %

There is no expected dividend yield as RPUs earn dividend equivalents.

Non-qualified Stock Options

8
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UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

On February 4, 2026, we granted a total of 4.0 million stock options to approximately 460 employees. Options were granted at an exercise price of $116.74 per share, the

closing NYSE price of our class B common stock on that date.

The fair value of each option granted was estimated using a Black-Scholes option pricing model. The weighted-average assumptions used and the weighted-average fair

values of options granted during the nine months ended September 30, 2026 and 2025 are as follows:

2026 2025

Expected dividend yield 6.65 % 5.21 %

Risk-free interest rate 3.95 % 4.08 %

Expected life (in years) 6.25 6.11

Expected volatility 30.36 % 30.35 %

Weighted-average fair value of options granted $ 18.34  $ 18.72 

NOTE 5. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of September 30, 2026 and December 31, 2025 consisted of the following (in millions):

2026 2025

Vehicles $ 11,744  $ 11,787 

Aircraft 24,851  24,149 

Land 2,014  2,046 

Buildings 6,960  6,906 

Building and leasehold improvements 5,738  5,686 

Plant equipment 20,419  19,817 

Technology equipment 2,711  2,635 

Construction-in-progress 2,438  2,136 

76,875  75,162 

Less: Accumulated depreciation and amortization (38,958) (37,431)

Property, Plant and Equipment, Net $ 37,917  $ 37,731 

Includes MD-11 airframes and engines that were fully depreciated as of December 31, 2025.

Depreciation and amortization expense for property, plant and equipment during both of the nine months ended September 30, 2026 and 2025 was $2.3 billion. As of

September 30, 2026 and December 31, 2025, we determined that $52 and $54 million, respectively, of assets primarily within our U.S. Domestic Package segment met the

criteria to be classified as held for sale and, as a result, are presented within Other current assets in our consolidated balance sheets.

Network Reconfiguration and Efficiency Reimagined

During the nine months ended September 30, 2026, as part of our Network Reconfiguration and Efficiency Reimagined initiatives, we closed 47 leased or owned

buildings, 46 of which have been permanently closed. While the planned volume reductions from our largest customer were completed in the second quarter of 2026, our

Efficiency Reimagined initiative is not expected to conclude until the fourth quarter of 2027. It is reasonably possible that our plans will also result in further revisions to our

estimates of the useful lives and salvage values of certain of our long-lived assets. Any revisions to these plans could further accelerate depreciation expense and lead to the

recognition of additional charges related to early retirements in future periods. For additional information, see note 16.

Asset Disposals

For the three months ended September 30, 2026 and 2025, we recorded $180 and $354 million respectively, of gains on sales of assets, and for the nine months ended

September 30, 2026 and 2025, we recorded $370 and $436 million, respectively.

The 2026 gains were related to real estate and aircraft parts and were primarily within our U.S. Domestic Package segment.

(1)

(1)

(1) 
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The 2025 gains primarily related to sale-leaseback transactions involving a data center and real estate and were primarily within our Supply Chain Solutions businesses.

We concluded that each qualified as a sale; accordingly, we derecognized the carrying amounts of the properties and recognized the related operating lease right-of-use assets

and lease liabilities at lease commencement. During the three months ended September 30, 2025, we received cash proceeds of approximately $415 million and recognized

gains of $330 million. During the nine months ended September 30, 2025 we received cash proceeds of approximately $465 million and recognized gains of $362 million. In

the three and nine months ended September 30, 2026 sale-leaseback transactions were immaterial.

These gains were recognized within Other (gains) losses in our statements of consolidated cash flows and within Other expenses in our statements of consolidated

income.

Impairment

There were no material impairment charges to property, plant and equipment during the nine months ended September 30, 2026 or 2025. We will continue to monitor our

long-lived asset groups for impairment.

NOTE 6. EMPLOYEE BENEFIT PLANS

Company-Sponsored Benefit Plans

Information about the net periodic benefit cost for our company-sponsored pension and postretirement benefit plans for the three and nine months ended September 30,

2026 and 2025 is as follows (in millions):

U.S. Pension Benefits

U.S. Postretirement

Medical Benefits

International

Pension Benefits

2026 2025 2026 2025 2026 2025

Three Months Ended September 30:

Service cost $ 269  $ 281  $ 4  $ 5  $ 9  $ 10 

Interest cost 701  679  25  28  16  17 

Expected return on assets (822) (787) (1) (2) (23) (21)

Amortization of prior service cost 36  39  —  —  1  — 

Net periodic benefit cost $ 184  $ 212  $ 28  $ 31  $ 3  $ 6 

U.S. Pension Benefits

U.S. Postretirement

Medical Benefits

International

Pension Benefits

2026 2025 2026 2025 2026 2025

Nine Months Ended September 30:

Service cost $ 805  $ 844  $ 12  $ 13  $ 27  $ 28 

Interest cost 2,101  2,038  75  82  50  49 

Expected return on assets (2,467) (2,342) (3) (5) (67) (62)

Amortization of prior service cost 110  117  —  —  1  1 

Net periodic benefit cost $ 549  $ 657  $ 84  $ 90  $ 11  $ 16 

Service cost and the remaining components of net periodic benefit cost are presented within Compensation and benefits and Investment income and other, respectively, in

our statements of consolidated income.

During the nine months ended September 30, 2026, we contributed $1.1 billion and $229 million to our company-sponsored pension and U.S. postretirement medical

benefit plans, respectively. Included in these amounts are discretionary non-cash contributions made in August 2026 in the form of company-issued notes with principal

amounts of $450 million. We do not expect material contributions over the remainder of the year to our company-sponsored pension and U.S. postretirement medical benefit

plans.

Multiemployer Benefit Plans

We contribute to a number of multiemployer defined benefit and health and welfare plans under the terms of collective bargaining agreements that cover our union-

represented employees. These collective bargaining agreements include required contribution rates to the plans that we participate in, and we are in compliance with these

contribution rates.
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As of September 30, 2026 and December 31, 2025, we had $788 and $795 million, respectively, recorded in Other Non-Current Liabilities and $10 million and $9

million, respectively, recorded in Other current liabilities in our consolidated balance sheets associated with our previous withdrawal from the New England Teamsters and

Trucking Industry Pension Fund. This liability is payable in equal monthly installments over a remaining term of approximately 36 years. Based on borrowing rates available to

us for long-term financing of a similar maturity, the fair value of this withdrawal liability as of September 30, 2026 and December 31, 2025 was $589 and $662 million,

respectively. We utilized Level 2 inputs in the fair value hierarchy of valuation techniques to determine the fair value of this liability.

UPS was a contributing employer to the Central States Pension Fund ("CSPF") until 2007, at which time UPS withdrew from the CSPF. Under a collective bargaining

agreement with the International Brotherhood of Teamsters ("Teamsters"), UPS agreed to provide coordinating benefits in the UPS/IBT Full Time Employee Pension Plan

("UPS/IBT Plan") for UPS participants whose last employer was UPS and who had not retired as of January 1, 2008 ("the UPS Transfer Group") in the event that benefits are

reduced by the CSPF consistent with the terms of our withdrawal agreement with the CSPF. Under this agreement, benefits to the UPS Transfer Group cannot be reduced

without our consent and can only be reduced in accordance with law.

In the event CSPF were to become insolvent, CSPF benefits would be reduced to the legally permitted Pension Benefit Guaranty Corporation limits, triggering the

coordinating benefits provision in the collective bargaining agreement.

We account for the potential obligation to pay coordinating benefits under ASC Topic 715, which requires us to provide a best estimate of various actuarial assumptions in

measuring our pension benefit obligation at the December 31 measurement date. As of December 31, 2025, our best estimate of coordinating benefits that may be required to be

paid by the UPS/IBT Plan was immaterial.

The value of our estimate for future coordinating benefits will continue to be influenced by a number of factors, including interpretations of law, future legislative actions,

actuarial assumptions and the ability of the CSPF to sustain its long-term commitments. Actual events may result in a change in our best estimate of the projected benefit

obligation. We will continue to assess the impact of these uncertainties in accordance with ASC Topic 715.

Collective Bargaining Agreements

In the U.S., we have certain employees covered by a national master agreement and various supplemental agreements with local unions affiliated with the Teamsters

which run through July 31, 2028. In Canada, certain employees are covered by a collective bargaining agreement with the Teamsters which runs through July 31, 2030.

Certain of our pilots are employed under a collective bargaining agreement with the Independent Pilots Association ("IPA") which became amendable September 1, 2025.

We are currently engaged in negotiations with the IPA.

Certain of our airline mechanics are covered by a collective bargaining agreement with Teamsters Local 2727 which becomes amendable November 1, 2029. In addition,

certain auto and maintenance mechanics are employed under a collective bargaining agreement with the International Association of Machinists and Aerospace Workers which

runs through July 31, 2029.
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NOTE 7. GOODWILL AND INTANGIBLE ASSETS

The following table indicates the allocation of goodwill as of September 30, 2026 and December 31, 2025 (in millions):

U.S. Domestic

Package

International

Package SCS Consolidated

Balance as of December 31, 2025 $ 847  $ 596  $ 4,394  $ 5,837 

        Impairments —  —  (182) (182)

Currency / Other —  (12) (53) (65)

Balance as of September 30, 2026 $ 847  $ 584  $ 4,159  $ 5,590 

Changes in goodwill during the nine months ended September 30, 2026 resulted from:

• An impairment charge related to our Healthcare Logistics and Distribution ("HLD") reporting unit within SCS.

• The impact of U.S. Dollar exchange rate movements on non‑U.S. Dollar goodwill balances.

• An increase in goodwill as part of purchase accounting allocations relating to our acquisition of Andlauer Healthcare Group ("AHG") in the fourth quarter of 2025.

Certain areas of purchase accounting, including our estimates of tax positions, remain preliminary as of September 30, 2026.

We conducted our most recent annual goodwill impairment testing as of July 1, 2026 using both qualitative and quantitative methods. Our quantitative tests utilize a

combination of the income and market approaches. In developing our valuation assumptions underlying the annual impairment testing, we determined that the estimated fair

value of our HLD reporting unit within SCS was adversely impacted by an increase in the cost of capital, driven by higher discount rates from lower financial performance

within our European healthcare logistics operations. The results of our testing using these revised assumptions indicated that the carrying value of our HLD reporting unit

exceeded its estimated fair value. At the July 1, 2026 testing date, approximately $1.6 billion of our $5.8 billion consolidated goodwill balance was represented by our HLD

reporting unit.

As a result, for the third quarter of 2026, we recorded a goodwill impairment charge of $182 million within Other expenses in our statement of consolidated income.

For each of our reporting units, we continue to monitor the impact of macroeconomic conditions and business performance on our estimates of fair value. During the nine

months ended September 30, 2026, none of our other reporting units had indications that an impairment was more likely than not. Actual reporting unit performance, revisions

to our forecasts of future-performance, market factors, changes in global trade policy, changes in estimates or assumptions in future impairment testing, other factors, or a

combination thereof could result in additional non-cash impairment charges in one or more of our reporting units during a future period.

Notwithstanding the above, during 2025, our Mail Innovations reporting unit, which is contained within SCS, experienced cost increases in excess of our expectations due

to higher purchased transportation rates following the expiration of a contract with our primary vendor. These cost pressures began to moderate as we transitioned volume to

alternative vendors. However, the pace of recovery has been slower than anticipated. Based on our most recent annual impairment evaluation, Mail Innovations continues to

exhibit an excess fair value above its carrying value. However, further deterioration in the financial performance could negatively impact the reporting unit and our estimates of

fair value. Approximately $295 million in goodwill is represented by our Mail Innovations reporting unit.
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The following table summarizes intangible assets as of September 30, 2026 and December 31, 2025 (in millions):

Gross Carrying

Amount

Accumulated

Amortization

Net Carrying

Value

September 30, 2026:

Capitalized software $ 7,326  $ (4,990) $ 2,336 

Customer relationships 1,391  (362) 1,029 

Trademarks, patents and other 364  (187) 177 

Franchise rights 389  (78) 311 

Trade name 115  (50) 65 

Licenses 85  (55) 30 

Amortizable intangible assets $ 9,670  $ (5,722) $ 3,948 

Indefinite-lived intangible assets 5  —  5 

Total Intangible Assets $ 9,675  $ (5,722) $ 3,953 

December 31, 2025:

Capitalized software $ 6,810  $ (4,593) $ 2,217 

Customer relationships 1,438  (293) 1,145 

Trademarks, patents and other 368  (154) 214 

Franchise rights 382  (68) 314 

Trade name 116  (39) 77 

Licenses 88  (39) 49 

Amortizable intangible assets $ 9,202  $ (5,186) $ 4,016 

Indefinite-lived intangible assets 5  —  5 

Total Intangible Assets $ 9,207  $ (5,186) $ 4,021 

Impairment tests for finite-lived intangible assets are performed when a triggering event occurs that may indicate that the carrying value of the intangible asset may not be

recoverable. For the nine months ended September 30, 2026, there were no impairment charges for finite-lived intangible assets.

For the nine months ended September 30, 2025, we recorded intangible asset impairment charges of $33 million ($25 million after tax) within Other expenses in our

statement of consolidated income. These charges were primarily software impairment charges related to the divestiture of a business within SCS.
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NOTE 8. LEASES

We have finance and operating leases for real estate (primarily package centers, airport facilities and warehouses), aircraft and engines, information technology

equipment, vehicles and various other equipment used in operating our business. Certain leases for real estate and aircraft contain options to purchase, extend or terminate the

lease.

As of September 30, 2026, we had $1.5 billion of additional leases which had not commenced and are expected to commence later in 2026 through 2027. These leases are

primarily related to aircraft and will commence upon delivery of the related aircraft. Other leases will commence when we are granted access to the property, such as when

leasehold improvements are completed or a certificate of occupancy is obtained.

The components of lease expense for the three and nine months ended September 30, 2026 and 2025 were as follows (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Operating lease costs $ 249  $ 246  $ 743  $ 709 

Finance lease costs:

Amortization of assets 49  42  138  104 

Interest on lease obligations 18  6  42  18 

Total finance lease costs 67  48  180  122 

Variable lease costs 74  97  284  287 

Short-term lease costs 242  220  877  639 

Total lease costs $ 632  $ 611  $ 2,084  $ 1,757 
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NOTE 9. DEBT AND FINANCING ARRANGEMENTS

The carrying value of our outstanding debt obligations as of September 30, 2026 and December 31, 2025 consisted of the following (in millions):

Principal

Amount

Carrying Value

Maturity 2026 2025

Fixed-rate senior notes:

2.400% senior notes $ 500  2026 $ 500  $ 500 

3.050% senior notes 1,000  2027 999  998 

3.400% senior notes 750  2029 749  748 

2.500% senior notes 400  2029 399  399 

4.450% senior notes 750  2030 747  747 

4.650% senior notes 500  2030 498  498 

4.850% senior notes 1,000  2031 996  — 

4.875% senior notes 900  2033 896  896 

5.150% senior notes 900  2034 894  894 

5.250% senior notes 1,250  2035 1,240  1,240 

6.200% senior notes 1,500  2038 1,487  1,487 

5.200% senior notes 500  2040 495  495 

4.875% senior notes 500  2040 492  492 

3.625% senior notes 375  2042 369  369 

3.400% senior notes 500  2046 493  493 

3.750% senior notes 1,150  2047 1,139  1,138 

4.250% senior notes 750  2049 744  744 

3.400% senior notes 700  2049 689  689 

5.300% senior notes 1,250  2050 1,233  1,232 

5.050% senior notes 1,100  2053 1,084  1,083 

5.500% senior notes 1,100  2054 1,087  1,087 

5.950% senior notes 1,250  2055 1,232  1,232 

5.600% senior notes 600  2064 590  590 

6.050% senior notes 1,000  2065 985  985 

Floating-rate senior notes:

Floating-rate senior notes 2,205  2049-2076 2,180  1,863 

Debentures:

7.620% debentures 276  2030 278  279 

Pound Sterling notes:

5.500% notes 88  2031 88  89 

5.125% notes 602  2050 573  585 

Euro senior notes:

1.000% senior notes 568  2028 568  587 

1.500% senior notes 568  2032 566  586 

Finance lease obligations 1,467  2026-2118 1,467  781 

Facility notes, bonds and other 322  2026-2045 321  321 

Total debt $ 26,321  $ 26,078  $ 24,127 

Less: current maturities (957) (608)

Long-term debt $ 25,121  $ 23,519 

    

Commercial Paper

We are authorized to borrow up to $10.0 billion under a U.S. commercial paper program and €5.0 billion (in a variety of currencies) under a European commercial paper

program. There was no commercial paper outstanding as of September 30, 2026 or December 31, 2025. The amount of commercial paper outstanding under these programs in

the remainder of 2026 is expected to fluctuate.
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Debt Classification

We have classified certain floating-rate senior notes that are redeemable at the option of the note holder as long-term debt in our consolidated balance sheets, due to our

intent and ability to refinance the debt if the put option is exercised.

Debt Issuances

On August 12, 2026, we issued fixed-rate senior notes with a principal balance of $1.0 billion. The notes bear interest at 4.850% per year and mature on August 15, 2031.

Interest on the notes is payable semi-annually, beginning February 15, 2027. The notes are callable at our option at a redemption price equal to the greater of 100% of the

principal amount, or the sum of the present values of the remaining scheduled payments of principal and interest, plus accrued and unpaid interest. In connection with this

issuance, we contributed $450 million principal amount of the notes directly to our company-sponsored pension plans. For additional information, see note 6.

On August 18, 2026, we issued floating rate senior notes with a principal balance of $325 million. These notes bear interest at a rate equal to the compounded Secured

Overnight Financing Rate ("SOFR") less 0.350% per year and mature on September 1, 2076. Interest on the notes is payable quarterly, beginning December 1, 2026. These

notes are callable at various times after 30 years at a stated percentage of par value and are redeemable at the option of the note holders at various times after one year at a

stated percentage of par value.

Sources of credit

We maintain two credit agreements with a consortium of banks. The first of these agreements provides revolving credit facilities of $1.0 billion, expires on November 23,

2026 and bears interest at a periodic fixed rate equal to the term SOFR rate, plus an applicable margin based on our then-current credit rating. The second agreement provides

revolving credit facilities of $2.0 billion, expires on November 25, 2029 and bears interest at a periodic fixed rate equal to the term SOFR rate, plus 0.10% per annum and an

applicable margin based on our then-current credit rating. The applicable margin for both agreements as of September 30, 2026 was 0.70%.

There were no amounts outstanding under these facilities as of September 30, 2026 or December 31, 2025. We expect to be able to renew these agreements in the ordinary

course of business prior to their respective maturities. For further discussion see note 9 to the audited consolidated financial statements in our Annual Report on Form 10-K for

the year ended December 31, 2025.

Debt Covenants

Our existing debt instruments and credit facilities subject us to certain financial covenants. These covenants limit the amount of secured indebtedness that we may incur,

and limit the amount of attributable debt in sale-leaseback transactions. We were in compliance with these financial covenants for all periods presented.

Fair Value of Debt    

Based on the borrowing rates currently available to us for long-term debt with similar terms and maturities, the fair value of long-term debt, including current maturities,

excluding leases, was approximately $22.4 and $22.8 billion as of September 30, 2026 and December 31, 2025, respectively. We utilized Level 2 inputs in the fair value

hierarchy of valuation techniques to determine the fair value of all of our debt instruments.

Other Arrangements

During the nine months ended September 30, 2026, we entered into nine new aircraft leases under an existing financing arrangement. The structure of this arrangement

required parent company guarantees of approximately $1.8 billion.

In 2025 we entered into a real estate transaction for the development of a facility and recognized a financing obligation, which will continue to increase as construction

progresses. As of September 30, 2026 and December 31, 2025 we recognized $230 and $132 million, respectively, related to this obligation within Other Non-Current

Liabilities in our consolidated balance sheets.
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NOTE 10. LEGAL PROCEEDINGS AND CONTINGENCIES

We are involved in a number of judicial proceedings and other matters arising from the conduct of our business.

Although there can be no assurances as to the ultimate outcome, we have generally denied, or believe we have meritorious defenses and will deny, liability in pending

matters, including (except as may be otherwise noted herein) the matters described below, and we intend to vigorously defend each matter. We accrue amounts associated with

judicial proceedings and other contingencies when and to the extent a loss becomes probable and can be reasonably estimated. The actual costs of resolving legal proceedings

may be substantially higher or lower than the amounts accrued on those claims.

For matters as to which we are not able to estimate a possible loss or range of losses, we are not able to determine whether any such loss will have a material impact on

our operations or financial condition. For these matters, we have described the reasons that we are unable to estimate a possible loss or range of losses.

Judicial Proceedings

We are a defendant in a number of lawsuits filed in state and federal courts containing various class action allegations under state wage-and-hour laws. We do not believe

that any loss associated with any such matter will have a material impact on our financial condition, results of operations or liquidity.

In December 2025, Malone et al. v. United Parcel Service Inc. (OH) was certified as a class action in federal court in the Eastern District of Pennsylvania. The plaintiffs

filed this action alleging entitlement to overtime under the Pennsylvania Minimum Wage Act, seeking allegedly unpaid wages. We are vigorously defending ourselves in this

matter. We believe that we have meritorious defenses, and there are unresolved questions of law and fact that could be important to the ultimate resolution of this matter.

Accordingly, we are not able to estimate a possible loss or range of loss that may result from this matter or to determine whether such loss, if any, would have a material adverse

effect on our financial condition, results of operations or liquidity.

Other Matters

In August 2016, Spain’s National Markets and Competition Commission ("CNMC") announced an investigation into 10 companies in the commercial delivery and parcel

industry, including UPS, related to alleged nonaggression agreements to allocate customers. In May 2017, we received a Statement of Objections issued by the CNMC. In July

2017, we received a Proposed Decision from the CNMC. In March 2018, the CNMC adopted a final decision, finding an infringement and imposing an immaterial fine on UPS.

We appealed the decision. In December 2022, a trial court ruled against us. In June 2026, the Spanish Supreme Court affirmed the decision. We intend to further appeal. We are

vigorously defending ourselves and believe that we have a number of meritorious defenses. There are also unresolved questions of law that could be important to the ultimate

resolution of this matter. We do not believe that any loss from this matter would have a material impact on our financial condition, results of operations or liquidity.

In November 2025, one of our cargo aircraft was involved in an accident at Louisville Muhammad Ali International Airport. We maintain industry-standard insurance

coverage for this incident and are continuing to assess the impact on the environment and our business. As of September 30, 2026, we recorded contingencies of $47 million

related to environmental remediation in Other current liabilities with corresponding insurance recoveries in Accounts receivable, Net in our consolidated balance sheets.

Amounts recorded as of December 31, 2025 were immaterial. In addition, we are subject to a number of claims, litigation and other proceedings arising out of this incident. It is

reasonably possible the resolution of these matters could result in additional charges and related insurance recoveries in future periods, the amount of which cannot be

reasonably estimated at this time. We do not believe the financial impact related to these matters will have a material adverse effect on our financial condition, results of

operations or liquidity.

On February 20, 2026, the U.S. Supreme Court (the "Court") issued a ruling invalidating certain tariffs previously imposed under the International Emergency Economic

Powers Act ("IEEPA"). The Court’s ruling did not address the manner or timing of any potential IEEPA tariff refunds. From time to time, we act as an intermediary for

cross‑border shipments and, in certain circumstances, may pay customs tariffs, duties, taxes or other governmental charges on behalf of customers. Such amounts are generally

passed through to customers in accordance with our contract terms and may be reflected as outstanding receivables in our consolidated balance sheets. On February 24, 2026,

U.S. Customs and Border Protection ("CBP") stopped collecting IEEPA tariffs and we stopped paying IEEPA tariffs for new entries. On April 20, 2026, CBP launched Phase 1

of an administrative IEEPA tariff refund process. UPS received approximately $500 million of IEEPA tariffs paid for entries eligible for refund under this Phase. Entries are

being reconciled to original payment for pass-through to our customers. As of

17



Table of Contents

UNITED PARCEL SERVICE, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

September 30, 2026, approximately $270 million of refunds had not yet been passed through to our customers and was included in Other current liabilities in our consolidated

balance sheet. We continue to monitor developments and evaluate options for pursuing the balance of IEEPA tariff refunds from CBP.

The future impact resulting from this matter will continue to be influenced by multiple factors, including the interpretation and implementation of the Supreme Court’s

decision by other courts, potential developments at CBP and other regulatory authorities, as well as potential legislative responses, related litigation and the recoverability of

receivables from customers. Any tariffs previously paid that are determined to be recoverable from CBP on behalf of our customers or amounts refundable to customers for

tariffs previously paid will be recognized when realization is probable and the amounts can be reasonably estimated.

We will continue to monitor and evaluate the financial statement impact of related developments.

We are a party to various other matters that arose in the normal course of business. These include disputes with government authorities in various jurisdictions over the

imposition of duties, fines, taxes and assessments from time to time. We are vigorously defending ourselves and believe that we have a number of meritorious defenses in these

disputes. There are also unresolved questions of law that could be important to the ultimate resolution of these disputes. Accordingly, we are not able to estimate a possible loss

or range of losses that may result from these disputes or to determine whether such losses, if any, would have a material impact on our financial condition, results of operations

or liquidity.

We do not believe that the eventual resolution of any other matters (either individually or in the aggregate), including any reasonably possible losses in excess of current

accruals, will have a material impact on our operations or financial condition.
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NOTE 11. SHAREOWNERS' EQUITY

Capital Stock, Additional Paid-In Capital, Retained Earnings and Noncontrolling Interests

We are authorized to issue two classes of common stock, which are distinguished from each other primarily by their respective voting rights. Class A shares of UPS are

entitled to 10 votes per share, whereas class B shares are entitled to one vote per share. Class A shares are primarily held by UPS employees and retirees, as well as trusts and

descendants of the Company's founders. Class A shares are fully convertible into class B shares at any time. Class B shares are publicly traded on the NYSE under the symbol

"UPS". Class A and B shares each have a $0.01 par value and, as of September 30, 2026, there were 4.6 billion class A shares and 5.6 billion class B shares authorized to be

issued. Additionally, there are 200 million preferred shares authorized to be issued, with a par value of $0.01 per share. As of September 30, 2026, no preferred shares had been

issued.

The following is a rollforward of our common stock, additional paid-in capital, retained earnings and non-controlling interests accounts for the three and nine months

ended September 30, 2026 and 2025 (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Class A Common Stock:

Balance at beginning of period $ 1  $ 2  $ 1  $ 2 

Class A shares issued at end of period $ 1  $ 2  $ 1  $ 2 

Class B Common Stock:

Balance at beginning of period $ 8  $ 7  $ 8  $ 7 

Class B shares issued at end of period $ 8  $ 7  $ 8  $ 7 

Additional Paid-In Capital:

Balance at beginning of period $ 482  $ 84  $ 275  $ 136 

Stock award plans 36  22  105  57 

Common stock purchases —  —  —  (262)

Common stock issuances 64  71  202  254 

Other 3  1  3  (7)

Balance at end of period $ 585  $ 178  $ 585  $ 178 

Retained Earnings:

Balance at beginning of period $ 18,830  $ 19,832  $ 20,151  $ 20,882 

Net income 1,163  1,311  2,631  3,781 

Dividends ($1.64 per share for both the three months ended September 30, 2026 and

2025 and $4.92 per share for both the nine months ended September 30, 2026 and

2025

(1,395) (1,390) (4,184) (4,172)

Common stock purchases —  —  —  (738)

Balance at end of period $ 18,598  $ 19,753  $ 18,598  $ 19,753 

Noncontrolling Interests:

Balance at beginning of period $ 32  $ 27  $ 28  $ 25 

Change in non-controlling interest —  (2) 4  — 

Balance at end of period $ 32  $ 25  $ 32  $ 25 

    In the nine months ended September 30, 2025 we repurchased 8.6 million shares of class B common stock for $1.0 billion under our 2023 share repurchase authorization. No shares were repurchased during the nine

months ended September 30, 2026.

The dividend per share amount is the same for both class A and class B common stock. Dividends include $39 and $42 million for the three months ended September 30, 2026 and 2025, respectively, and $120 and

$127 million for the nine months ended September 30, 2026 and 2025, respectively, that were settled in shares of class A common stock.

(1)

(2)

(1)

(1)

(2)    
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The activity in accumulated other comprehensive income (loss) ("AOCI") was as follows (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Foreign Currency Translation Loss, Net of Tax:

Balance at beginning of period $ (1,284) $ (1,085) $ (1,058) $ (1,586)

Translation adjustment (net of tax effect of $0 and $(3) for the three months ended

September 30, 2026 and 2025, respectively, and $(10) and $0 for the nine months

ended September 30, 2026 and 2025, respectively) (3) (46) (229) 455 

Balance at end of period (1,287) (1,131) (1,287) (1,131)

Unrealized (Loss) Gain on Cash Flow Hedges, Net of Tax:

Balance at beginning of period (129) (337) (253) 91 

Current period changes in fair value (net of tax effect of $9 and $19 for the three

months ended September 30, 2026 and 2025, respectively, and $37 and $(102) for

the nine months ended September 30, 2026 and 2025, respectively) 25  61  116  (323)

Reclassification to earnings (net of tax effect of $2 and $5 for the three months ended

September 30, 2026 and 2025, respectively, and $12 and $(9) for the nine months

ended September 30, 2026 and 2025, respectively) 5  14  38  (30)

Balance at end of period (99) (262) (99) (262)

Unrecognized Pension and Postretirement Benefit Costs, Net of Tax:

Balance at beginning of period (2,841) (2,753) (2,897) (2,813)

Reclassification to earnings (net of tax effect of $8 and $9 for the three months ended

September 30, 2026 and 2025, respectively, and $26 and $28 for the nine months

ended September 30, 2026 and 2025, respectively) 29  30  85  90 

Balance at end of period (2,812) (2,723) (2,812) (2,723)

Other activity:

Balance at beginning of period —  —  —  (1)

Current period other activity —  (1) —  — 

Accumulated other comprehensive loss at end of period $ (4,198) $ (4,117) $ (4,198) $ (4,117)
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Detail of the gains (losses) reclassified from accumulated other comprehensive loss to the statements of consolidated income was as follows (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

Affected Line Item in

2026 2025 2026 2025 the Income Statement

Unrealized (Loss) Gain on Cash Flow Hedges:

Foreign currency exchange contracts $ (5) $ (17) $ (45) $ 44  Revenue

Foreign currency exchange contracts (1) (1) (1) (1) Investment income and other

Interest rate contracts (1) (1) (4) (4) Interest expense

Income tax (expense) benefit 2  5  12  (9) Income tax expense

Impact on net income (5) (14) (38) 30  Net income

Unrecognized Pension and Postretirement Benefit Costs:

Prior service costs (37) (39) (111) (118) Investment income and other

Income tax benefit 8  9  26  28  Income tax expense

Impact on net income (29) (30) (85) (90) Net income

Total amount reclassified during the period $ (34) $ (44) $ (123) $ (60) Net income
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NOTE 12. SEGMENT INFORMATION

We have two reportable segments: U.S. Domestic Package and International Package, which are together referred to as our global small package operations. Our

remaining businesses are reported as SCS. Global small package operations represent our most significant business and are broken down into regional operations around the

world. Regional operations managers are responsible for both domestic and export products within their geographic area. SCS comprises the results of non-reportable operating

segments that do not meet the quantitative and qualitative criteria of a reportable segment as defined under ASC Topic 280.

U.S. Domestic Package

U.S. Domestic Package operations include the time-definite delivery of letters, documents and packages throughout the United States.

International Package

International Package operations include delivery to more than 200 countries and territories worldwide, including shipments wholly outside the United States, as well as

shipments with either an origin or destination outside the United States. We offer a wide selection of guaranteed day- and time-definite international transportation services

supported by our brokerage capabilities that facilitate cross‑border clearance for international shipments. International Package includes our operations in Europe, Middle East

and Africa ("EMEA"), Canada and Latin America (together "Americas") and Asia.

SCS

SCS includes our Forwarding, Logistics, digital and other businesses. Our Forwarding and Logistics businesses operate globally, offering international air and ocean

freight forwarding, customs brokerage, mail services, healthcare logistics, distribution and post-sales services. Our digital businesses leverage technology to enable a range of

on-demand services such as same-day delivery, end-to-end return services and integrated supply chain and high-value shipment insurance solutions.

Segment Information

We consider our Chief Executive Officer to be our Chief Operating Decision Maker ("CODM"). The CODM is responsible for setting the Company's strategic direction,

managing overall operations, and is the main point of communication between the Board and key operational personnel within the organization.

The CODM utilizes operating profit as a primary measure of segment performance because it reflects the underlying business performance and provides the CODM with

a basis for making resource allocation decisions. Operating profit is defined as income before investment income and other, interest expense and income tax expense.

The CODM regularly reviews segment-level expense details which include compensation and benefits for the U.S. Domestic Package segment and compensation, benefits

and purchased transportation for the International Package segment, when assessing operating segment performance. These expense categories represent the primary metrics

used by the CODM to assess segment performance. For the U.S. Domestic Package segment, compensation and benefits are evaluated separately, whereas for the International

Package segment, these categories are assessed in aggregate.

Certain expenses are allocated between the segments using activity-based costing methods. These activity-based costing methods require us to make estimates that impact

the amount of each expense category that is attributed to each segment. Changes in these estimates directly impact the amount of expense allocated to each segment, and

therefore the operating profit of each reporting segment. Our allocation methodologies are refined periodically, as necessary, to reflect changes in our businesses. There were no

significant changes to our allocation methodologies during the nine months ended September 30, 2026.

As we operate an integrated, global multimodal network, we evaluate many of our capital expenditure decisions at a network level. Accordingly, expenditures on property,

plant and equipment by segment are not presented.
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Segment results of operations for the three and nine months ended September 30, 2026 and 2025 were as follows (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

U.S. Domestic Package:

Revenue $ 14,865  $ 14,220  $ 43,920  $ 42,763 

Less:

Compensation 4,890  5,000  14,458  15,001 

Benefits 4,236  4,462  13,490  12,811 

Other segment items 4,833  4,155  14,535  12,453 

U.S. Domestic Package Operating profit/(loss) $ 906  $ 603  $ 1,437  $ 2,498 

International Package:

Revenue $ 5,007  $ 4,673  $ 14,591  $ 13,531 

Less:

Compensation and benefits 1,017  1,017  3,094  2,969 

Purchased transportation 1,074  1,018  3,113  2,867 

Other segment items 2,170  1,962  6,468  5,706 

International Package Operating profit/(loss) $ 746  $ 676  $ 1,916  $ 1,989 

Reconciliation of revenue:

Total U.S. Domestic Package and International Package Revenue $ 19,872  $ 18,893  $ 58,511  $ 56,294 

Other revenues 2,981  2,522  8,378  7,888 

Total Consolidated Revenue $ 22,853  $ 21,415  $ 66,889  $ 64,182 

Reconciliation of segment operating profit to income before income taxes:

Total U.S. Domestic Package and International Package Operating profit/(loss) $ 1,652  $ 1,279  $ 3,353  $ 4,487 

Other profit/(loss) 92  525  588  805 

Other pension income (expense) 67  47  200  122 

Investment income and other 49  47  142  129 

Interest expense (289) (291) (827) (751)

Total Consolidated Income Before Income Taxes $ 1,571  $ 1,607  $ 3,456  $ 4,792 

Includes purchased transportation (applicable only to our U.S. Domestic Package segment), repairs and maintenance, depreciation and amortization, fuel, other occupancy, and allocated costs for our air network,

information services and general and administrative service expenses.

Revenue and operating profit/(loss) from segments below the quantitative thresholds are attributable to operating segments which provide supply chain solutions.

Depreciation and amortization by reportable segment for the three and nine months ended September 30, 2026 and 2025 are included within the other segment items

captions in the table above. These totals are presented after applying activity-based costing methods to allocate expenses between segments as noted above.

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Depreciation and amortization

U.S. Domestic Package $ 662  $ 619  $ 2,025  $ 1,878 

International Package 192  215  577  626 

Other depreciation and amortization 111  92  328  270 

Consolidated Depreciation and Amortization $ 965  $ 926  $ 2,930  $ 2,774 

Depreciation and amortization from segments below the quantitative thresholds are attributable to operating segments which provide supply chain solutions.

(1)

(1)

(2)

(2)

(1)    

(2)    

(1)

(1)    
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Assets by reportable segment as of September 30, 2026 and December 31, 2025 consisted of the following (in millions):

2026 2025

Segment Assets

U.S. Domestic Package $ 37,637  $ 38,359 

International Package 18,262  18,214 

Other assets 12,341  12,693 

Unallocated assets 4,479  3,824 

Consolidated Assets $ 72,719  $ 73,090 

Assets from segments below the quantitative thresholds are attributable to operating segments which provide supply chain solutions.

Unallocated assets consist primarily of cash held by our centralized investment entity.

NOTE 13. EARNINGS PER SHARE

Earnings per share amounts are the same for class A and class B common shares as the holders of each class are legally entitled to equal per-share distributions whether

through dividends or in liquidation.

The following table sets forth the computation of basic and diluted earnings per share for the three and nine months ended September 30, 2026 and 2025 (in millions,

except per share amounts):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Numerator:

Net income $ 1,163  $ 1,311  $ 2,631  $ 3,781 

Denominator:

Weighted-average shares 851  848  850  848 

Vested portion of restricted shares —  —  1  1 

Denominator for basic earnings per share 851  848  851  849 

Effect of dilutive securities:

Restricted performance units 1  —  —  — 

Denominator for diluted earnings per share 852  848  851  849 

Basic earnings per share $ 1.37  $ 1.55  $ 3.09  $ 4.46 

Diluted earnings per share $ 1.37  $ 1.55  $ 3.09  $ 4.46 

Earnings per share is computed using unrounded amounts.

Diluted earnings per share for the three months ended September 30, 2026 and 2025 excluded the effect of 5.1 and 1.7 million shares of common stock, respectively, that

may be issued upon the exercise of employee stock options because such effect would be antidilutive. Antidilutive shares of common stock for the nine months ended

September 30, 2026 and 2025 were 5.0 and 1.3 million, respectively.

(1)

(2)

(1)    

(2)    

(1)

(1)

(1)    
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NOTE 14. DERIVATIVE INSTRUMENTS AND RISK MANAGEMENT

Types of Hedges

Commodity Risk Management

The fuel surcharges that we apply in our U.S. Domestic and International Package businesses are the primary means we employ to reduce the risk of adverse fuel price

changes on our business. In order to mitigate the impact of fuel surcharges imposed on us by outside carriers, we regularly adjust the rates we charge for our freight brokerage

services.

Foreign Currency Risk Management

To protect against the reduction in value of forecasted foreign currency cash flows from our international package business, we maintain a foreign currency cash flow

hedging program. Our most significant foreign currency exposures relate to the Euro, British Pound Sterling, Canadian Dollar, Chinese Renminbi and Hong Kong Dollar. We

generally designate and account for these contracts as cash flow hedges of anticipated foreign currency denominated revenue.

We may also hedge portions of our anticipated cash settlements of principal and interest on certain foreign currency denominated debt. We generally designate and

account for these contracts as cash flow hedges of forecasted foreign currency denominated transactions.

We hedge our net investment in certain foreign operations with foreign currency denominated debt instruments.

Interest Rate Risk Management

We may use a combination of derivative instruments to manage the fixed and floating interest rate mix of our total debt portfolio and related overall cost of borrowing.

We generally designate and account for interest rate swaps that convert fixed-rate interest payments into floating-rate interest payments as fair value hedges of the

associated debt instruments. We designate and account for interest rate swaps that convert floating-rate interest payments into fixed-rate interest payments as cash flow hedges

of the forecasted payment obligations.

We may periodically hedge the forecasted fixed-coupon interest payments associated with anticipated debt offerings by using forward starting interest rate swaps, interest

rate locks or similar derivatives.

Outstanding Positions

As of September 30, 2026 and December 31, 2025, the notional amounts of our outstanding derivative positions were as follows (in millions):

September 30,

2026

December 31,

2025

Currency hedges:

Euro EUR 3,133  2,764 

British Pound Sterling GBP 446  410 

Canadian Dollar CAD 1,327  1,574 

Hong Kong Dollar HKD 5,556  4,317 

Chinese Renminbi CNH 8,780  6,743 

As of September 30, 2026 and December 31, 2025, we had no outstanding commodity hedge positions.

Balance Sheet Recognition

The following table indicates the location in our consolidated balance sheets where our derivative assets and liabilities have been recognized, the fair value hierarchy level

applicable to each derivative type and the related fair values of those derivatives.
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We have master netting arrangements with substantially all of our counterparties giving us the right of offset for our derivative positions. However, we have not elected to

offset the fair value positions of our derivative contracts recorded in our consolidated balance sheets. The columns labeled Net Amounts if Right of Offset had been Applied

indicate the potential net fair value positions by type of contract and location in our consolidated balance sheets had we elected to apply the right of offset as of September 30,

2026 and December 31, 2025 (in millions):

Fair Value

Hierarchy Level

Gross Amounts Presented in Consolidated

Balance Sheets

Net Amounts if Right of

Offset had been Applied

Asset Derivatives Balance Sheet Location

September 30,

2026

December 31,

2025

September 30,

2026

December 31,

2025

Derivatives designated as hedges:

Foreign currency exchange contracts Other current assets Level 2 $ 44  $ 5  $ 20  $ — 

Foreign currency exchange contracts Other non-current assets Level 2 62  4  36  — 

Total Asset Derivatives $ 106  $ 9  $ 56  $ — 

Fair Value

Hierarchy Level

Gross Amounts Presented in

Consolidated Balance Sheets

Net Amounts if Right of

Offset had been Applied

Liability Derivatives Balance Sheet Location

September 30,

2026

December 31,

2025

September 30,

2026

December 31,

2025

Derivatives designated as hedges:

Foreign currency exchange contracts Other current liabilities Level 2 $ 29  $ 83  $ 5  $ 78 

Foreign currency exchange contracts Other non-current liabilities Level 2 37  91  11  87 

Total Liability Derivatives $ 66  $ 174  $ 16  $ 165 

Our foreign currency exchange rate derivatives are largely comprised of over-the-counter derivatives, which are primarily valued using pricing models that rely on market

observable inputs such as yield curves, foreign currency exchange rates and investment forward prices; therefore, these derivatives are classified as Level 2.

Balance Sheet Location of Hedged Item in Fair Value Hedges    

The following table indicates the amounts that were recorded in our consolidated balance sheets related to cumulative basis adjustments for fair value hedges as of

September 30, 2026 and December 31, 2025 (in millions):

Line Item in the Consolidated Balance Sheets in Which the Hedged Item is

Included

Carrying Amount

of Hedged Liabilities

Cumulative Amount

of Fair Value Hedge

Adjustments

Carrying Amount

of Hedged Liabilities

Cumulative Amount

 of Fair Value Hedge

Adjustments

September 30, 2026 September 30, 2026 December 31, 2025 December 31, 2025

Long-term debt and finance leases $ 278  $ 3  $ 279  $ 3 

Income Statement and AOCI Recognition of Designated Hedges

The following table indicates the amount of gains (losses) that were recognized in Revenue in our statements of consolidated income for cash flow hedges during the three

and nine months ended September 30, 2026 and 2025 (in millions):

Three Months Ended

September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Gain or (loss) on cash flow hedging relationships:

Foreign currency exchange contracts:

Amount of gain or (loss) reclassified from accumulated other comprehensive income $ (5) $ (17) $ (45) $ 44 
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The following table indicates the amount of gains (losses) that were recognized in AOCI during the three and nine months ended September 30, 2026 and 2025 for those

derivatives designated as cash flow hedges (in millions):

Derivative Instruments in Cash Flow Hedging Relationships

Amount of Gain (Loss) Recognized in AOCI on Derivatives

2026 2025

Three Months Ended September 30:

Foreign currency exchange contracts $ 34  $ 80 

Total $ 34  $ 80 

Nine Months Ended September 30:

Foreign currency exchange contracts $ 153  $ (425)

Total $ 153  $ (425)

As of September 30, 2026, there were $8 million of pre-tax gains related to cash flow hedges deferred in AOCI that are expected to be reclassified to income over the 12-

month period ending September 30, 2027. The actual amounts that will be reclassified to income over the next 12 months will vary from this amount as a result of changes in

market conditions. The maximum term over which we are hedging exposures to the variability of cash flows is approximately three years.

The following table indicates the amount of gains (losses) that have been recognized in AOCI within foreign currency translation adjustment during the three and nine

months ended September 30, 2026 and 2025 for those instruments designated as net investment hedges (in millions):

Non-derivative Instruments in Net Investment Hedging Relationships

Amount of Gain (Loss) Recognized in AOCI on Debt

2026 2025

Three Months Ended September 30:

Foreign currency denominated debt $ 4  $ 10 

Total $ 4  $ 10 

Nine Months Ended September 30:

Foreign currency denominated debt $ 53  $ (260)

Total $ 53  $ (260)

NOTE 15. INCOME TAXES

Our effective tax rate for the three months ended September 30, 2026, increased to 26.0% compared to 18.4% in the same period of 2025 (23.9% year to date compared to

21.1% in 2025). The year-over-year increase in our effective tax rate in both the quarter and year-to-date periods was mainly driven by the 2025 valuation allowance release

described below and a non-deductible goodwill impairment charge recognized during the third quarter of 2026. For additional information, see note 7. In addition, unfavorable

changes in our jurisdictional earnings mix are being offset by favorable changes from the One Big Beautiful Bill Act and creditable foreign taxes in the U.S.

During the nine months ended September 30, 2025, we released all of the valuation allowance on our U.S. capital loss carryforward, resulting in a year-to-date tax benefit

of $105 million, including $86 million benefit recognized during the third quarter of 2025.
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NOTE 16. TRANSFORMATION STRATEGY COSTS

As previously disclosed, we are undertaking an enterprise-wide transformation of our organization that includes various projects and initiatives, including workforce

reductions and changes in processes and technology, that impact our global direct and indirect operating costs.

The table below presents transformation strategy costs for the three and nine months ended September 30, 2026 and 2025 (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Transformation Strategy Costs:

Compensation and benefits $ 113  $ 284  $ 1,261  $ 358 

Total other expenses 58  44  137  102 

Total Transformation Strategy Costs $ 171  $ 328  $ 1,398  $ 460 

Income Tax Benefit from Transformation Strategy Costs (41) (78) (335) (109)

After-Tax Transformation Strategy Costs $ 130  $ 250  $ 1,063  $ 351 

The income tax effects of transformation strategy costs are calculated by multiplying the amount of the adjustments by the statutory tax rates applicable in each tax jurisdiction.

Compensation and benefit costs under these programs primarily consist of severance costs incurred in conjunction with reductions in our workforce. We are primarily

accounting for these reductions in workforce under ASC Topic 712 as they have been, or will be, carried out under a plan which provides a contractual termination benefit to

impacted employees. The nature of our separation initiatives has resulted in a relatively short period of time, typically less than one year, between the point at which the

separation meets the criteria for recognition as an accrual and the point at which the separation is completed. In the first quarter of 2026, we offered a voluntary separation

program, the Driver Choice Program, to all full-time drivers in the United States. The program election window closed in the first quarter of 2026, final acceptances were

determined and communicated to impacted employees in the second and third quarter of 2026, and recognition of separation costs related to the program was substantially

complete in the third quarter of 2026.

Accruals for separation costs of $158 and $117 million were included in Other current liabilities in our consolidated balance sheets as of September 30, 2026 and

December 31, 2025, respectively. During the nine months ended September 30, 2026, we recognized additional separation costs, including payroll taxes, of approximately $1.2

billion and made payments of approximately $1.1 billion.

Other costs incurred in furtherance of our transformation strategy are primarily fees paid to third-party service providers. Any costs incurred as a result of restructuring,

exit or disposal activities were not significant and, as period costs, do not give rise to significant restructuring, exit or disposal liabilities.

Transformation strategy costs during the periods presented related to our Transformation 2.0, Fit to Serve, and Network Reconfiguration and Efficiency Reimagined

initiatives. Total costs by initiative are shown in the table below for the three and nine months ended September 30, 2026 and 2025 (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

2026 2025 2026 2025

Transformation Strategy Costs:

Transformation 2.0 $ —  $ 13  $ —  $ 26 

Fit to Serve —  19  —  47 

Network Reconfiguration and Efficiency Reimagined 171  296  1,398  387 

Total Transformation Strategy Costs $ 171  $ 328  $ 1,398  $ 460 

(1)

(1)    
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Our transformation strategy activities have spanned several years and are designed to fundamentally change the spans and layers of our organization structure, processes,

technologies and the composition of our business portfolio. Our transformation strategy has included initiatives within our Transformation 2.0, Fit to Serve, and Network

Reconfiguration and Efficiency Reimagined initiatives. Previously completed initiatives within Transformation 2.0 and Fit to Serve are described in note 18 to the audited

consolidated financial statements in our Annual Report on Form 10-K for the year ended December 31, 2025.

Network Reconfiguration and Efficiency Reimagined: Our Network of the Future initiative is enhancing the efficiency of our U.S. Domestic Package network through

automation and operational sort consolidation. In connection with our strategic execution of planned volume declines from our largest customer, we began our Network

Reconfiguration initiative in the fourth quarter of 2024, which was an expansion of Network of the Future and under which we are further consolidating facilities, vehicles,

aircraft and our workforce, as well as, executing an end-to-end process redesign through our Efficiency Reimagined initiative. Through these initiatives, in the first nine months

of 2026, we closed 47 leased and owned buildings, 46 of which have been permanently closed. As of September 30, 2026, we had incurred costs to date of $1.9 billion,

including $1.4 billion in 2026. While the planned volume reductions from our largest customer were completed in the second quarter of 2026, our Efficiency Reimagined

initiative is not expected to conclude until the fourth quarter of 2027.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Overview

During the third quarter and the first nine months of 2026, we took several steps in furtherance of our Customer First, People Led and Innovation Driven strategy to grow

in the most attractive parts of the market including healthcare, small and medium-sized businesses ("SMBs") and international. We continued to invest in our healthcare and

international markets, including through the integration of Andlauer Healthcare Group ("AHG"), which we acquired in the fourth quarter of 2025 and which has expanded our

healthcare logistics network and capabilities, and investments in temperature-controlled cross-dock facilities. We also expanded our hub in Incheon, South Korea, opened a new

air hub in the Philippines and a new logistics center in Taiwan, and implemented initiatives to improve ground transit times in Europe.

In September 2026, we also announced our movement to a new global operating structure designed to enable enterprise-wide decision-making, unlock additional

synergies across our businesses, accelerate growth opportunities in complex logistics and enhance our customer service.

We reached important milestones in our network and operating transformation efforts, including the second quarter completion of the planned reduction of volume from

our largest customer, in which we reduced their volume by more than 50% from 2024 levels. We also continued our focus on revenue quality, and made progress on previously

announced initiatives related to workforce optimization, network capacity and last-mile delivery outsourcing of a portion of our Ground Saver product to the United States

Postal Service ("USPS").

In addition, our Network of the Future initiative is enhancing the efficiency of our U.S. Domestic Package network through automation and operational sort consolidation.

Our related Network Reconfiguration initiative has expanded our Network of the Future initiative and allowed us to further consolidate facilities, vehicles, aircraft and

workforce, as well as execute an end-to-end process redesign through our Efficiency Reimagined initiative. Through these initiatives, in the first nine months of 2026, we closed

47 leased or owned buildings, 46 of which have been permanently closed, and recorded approximately $1.2 billion in separation costs related to our previously announced

voluntary separation program, the Driver Choice Program. See Supplemental Information - Items Affecting Comparability for additional discussion.

We have two reportable segments: U.S. Domestic Package and International Package, which are together referred to as our global small package operations. Our

remaining businesses are reported as Supply Chain Solutions ("SCS").

Our financial results for the three and nine months ended September 30, 2026 reflected the impact of a complex macroeconomic environment, including evolving trade

policies, fuel price impacts and network costs arising from the Middle East conflict, as well as the successful execution of our strategic and transformation initiatives described

above. Taking these factors into account, in the three months ended September 30, 2026, revenue and operating profit grew, and in the nine months ended September 30, 2026,

revenue grew, in our global small package operations.

In February 2026, the U.S. Supreme Court issued a ruling invalidating certain tariffs previously imposed under the International Emergency Economic Powers Act

("IEEPA"). Under the first phase of the U.S. Customs and Border Protection ("CBP") administrative refund process, UPS received approximately $500 million of IEEPA tariffs

paid for entries eligible for refund. As of September 30, 2026, approximately $270 million of these refunds had not yet been passed through to our customers and was included

in Other current liabilities in our consolidated balance sheet. For additional information on tariffs, see note 10 to the unaudited consolidated financial statements.
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Highlights of our consolidated results for the three and nine months ended September 30, 2026 and 2025, which are discussed in more detail below, include:

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Revenue (in millions) $ 22,853  $ 21,415  $ 1,438  6.7 % $ 66,889  $ 64,182  $ 2,707  4.2 %

Operating Expenses (in millions) 21,109  19,611  1,498  7.6 % 62,948  58,890  4,058  6.9 %

Operating Profit (in millions) $ 1,744  $ 1,804  $ (60) (3.3)% $ 3,941  $ 5,292  $ (1,351) (25.5)%

Operating Margin 7.6 % 8.4 % 5.9 % 8.2 %

Net Income (in millions) $ 1,163  $ 1,311  $ (148) (11.3)% $ 2,631  $ 3,781  $ (1,150) (30.4)%

Basic Earnings Per Share $ 1.37  $ 1.55  $ (0.18) (11.6)% $ 3.09  $ 4.46  $ (1.37) (30.7)%

Diluted Earnings Per Share $ 1.37  $ 1.55  $ (0.18) (11.6)% $ 3.09  $ 4.46  $ (1.37) (30.7)%

Operating Days 65  64  191  190 

Average Daily Package Volume (in thousands) 18,606  19,419  (4.2)% 18,927  19,974  (5.2)%

Average Revenue Per Piece $ 15.96  $ 14.82  $ 1.14  7.7 % $ 15.75  $ 14.46  $ 1.29  8.9 %

• All of our segments grew revenue during the quarter and year-to-date periods of 2026.

• Revenue increased in the quarter and year-to-date periods due to higher fuel surcharge revenue, benefits from our focus on revenue quality and higher-yielding

volume, and revenue from the acquisition of AHG and additional healthcare growth, partially offset by lower revenue associated with our planned average daily

volume declines. The year-to-date period was impacted by volume decreases in Mail Innovations.

• Average daily package volume in our global small package operations decreased in both the quarter and year-to-date periods primarily due to the planned volume

reduction from our largest customer, revenue quality actions affecting certain other e-commerce customers, and the impact of trade policy changes on certain

international trade lanes. These declines were partially offset by continued average daily package volume growth from SMBs who leveraged our Digital Access

Program ("DAP").

• Operating expenses increased during the quarter and year-to-date periods, primarily due to higher purchased transportation and fuel costs, higher costs for third-party

aircraft leases, net of vendor recoveries, incurred to address capacity constraints following the permanent grounding and retirement of our MD-11 fleet in the fourth

quarter of 2025, and charter utilization expenses associated with network disruptions resulting from the Middle East conflict. Employee separation costs related to the

Driver Choice Program, mainly incurred in the second quarter, and additional labor costs in the first quarter of 2026 associated with outsourcing our Ground Saver

product, also drove the year-to-date increases. The current period was also impacted by a goodwill impairment charge within our Healthcare Logistics and Distribution

("HLD") reporting unit and a prior year gain from sale-leaseback transactions that did not recur in 2026. These increases were partially offset by benefits achieved

from the execution of our Network Reconfiguration and Efficiency Reimagined initiatives, as well as gains on sales of real estate and aircraft parts.

• As a result of the factors described above, consolidated operating profit decreased $60 million for the quarter (down $1.4 billion year to date), with operating margin

decreasing 80 basis points to 7.6% (down 230 basis points to 5.9%, year to date).

• Third quarter net income was $1.2 billion and diluted earnings per share were $1.37 ($2.6 billion and $3.09 per diluted share, year to date). Non-GAAP adjusted

diluted earnings per share for the third quarter were $1.69 ($4.52 per diluted share, year to date) after adjusting for the after-tax impacts of:

◦ Transformation Strategy Costs of $130 million, or $0.15 per diluted share, in the third quarter ($1.1 billion, or $1.26 per diluted share, year to date), primarily

from employee separation costs related to the Driver Choice Program. For additional information, see note 16 to the unaudited consolidated financial

statements.

◦ Goodwill and Asset Impairment Charges of $182 million, or $0.21 per diluted share, in the third quarter, related to a reporting unit within SCS. For additional

information, see note 7 to the unaudited consolidated financial statements.
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◦ Gains on Sales of Assets of $33 million, or $0.04 per diluted share, in the third quarter, related to sales of previously impaired aircraft parts. For additional

information, see note 5 to the unaudited consolidated financial statements.

• We also returned $4.1 billion of cash to shareowners through dividends during the first nine months of 2026.

For additional operational results for the quarter and year-to-date periods specific to our segments, refer to Results of Operations - Segment Review below.
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Supplemental Information - Items Affecting Comparability

We supplement the reporting of our financial information determined under generally accepted accounting principles ("GAAP") with certain non-GAAP adjusted financial

measures.

Non-GAAP adjusted financial measures should be considered in addition to, and not as an alternative for, our reported results prepared in accordance with GAAP. Our

non-GAAP adjusted financial measures do not represent a comprehensive basis of accounting and therefore may not be comparable to similarly titled measures reported by

other companies.

Non-GAAP adjusted amounts reflect the following (in millions):

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

Non-GAAP Adjustments 2026 2025 2026 2025

Operating Expenses:

Transformation Strategy Costs:

Transformation 2.0 $ —  $ 13  $ —  $ 26 

Fit to Serve —  19  —  47 

Network Reconfiguration and Efficiency Reimagined 171  296  1,398  387 

Total Transformation Strategy Costs 171  328  1,398  460 

Goodwill and Asset Impairment Charges 182  —  182  — 

Gains on Sales of Assets (43) —  (43) — 

Net Loss on Divestiture —  —  —  19 

Total Non-GAAP Adjustments to Operating Expenses $ 310  $ 328  $ 1,537  $ 479 

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

Non-GAAP Adjustments 2026 2025 2026 2025

Other Income (Expense):

Goodwill and Asset Impairment Charges $ —  $ —  $ —  $ 19 

Total Non-GAAP Adjustments to Other Income $ —  $ —  $ —  $ 19 

Total Non-GAAP Adjustments to Income Before Income Taxes $ 310  $ 328  $ 1,537  $ 498 

Three Months Ended

 September 30,

Nine Months Ended

 September 30,

Non-GAAP Adjustments 2026 2025 2026 2025

Income Tax (Benefit) Expense:

Transformation Strategy Costs:

Transformation 2.0 $ —  $ 3  $ —  $ 6 

Fit to Serve —  4  —  10 

Network Reconfiguration and Efficiency Reimagined 41  71  335  93 

Total Transformation Strategy Costs 41  78  335  109 

Goodwill and Asset Impairment Charges —  —  —  — 

Gains on Sales of Assets (10) —  (10) — 

Net Loss on Divestiture —  —  —  4 

Reversal of Income Tax Valuation Allowance —  86  —  109 

Total Non-GAAP Adjustments to Income Tax Expense $ 31  $ 164  $ 325  $ 222 

Total Adjustments to Non-GAAP Net Income $ 279  $ 164  $ 1,212  $ 276 

The income tax impacts of these items are calculated at the statutory tax rates applicable in each tax jurisdiction.
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We supplement the presentation of operating profit, operating margin, other income (expense), income before income taxes, net income and earnings per share with non-

GAAP financial measures that exclude the impact of the following:

Transformation Strategy Costs

We exclude the impact of charges related to initiatives within our transformation strategy. Our transformation strategy initiatives have spanned several years and are

designed to fundamentally change the spans and layers of our organization structure, processes, technologies and the composition of our business portfolio.

Various circumstances precipitated these initiatives, including identification and prioritization of certain investments, developments and changes in competitive

landscapes, inflationary pressures, consumer behaviors and other factors including post-COVID normalization and volume diversions attributed to our 2023 labor negotiations.

Our transformation strategy has included the following initiatives:

Transformation 2.0: We reduced spans and layers of management, reviewed and refined our business portfolio and invested in certain technologies to reduce costs,

increase visibility and reduce reliance on legacy systems. Costs associated with Transformation 2.0 consisted primarily of compensation and benefit costs related to reductions

in our workforce and fees paid to third-party consultants. This initiative was completed in 2025.

Fit to Serve: We undertook our Fit to Serve initiative to right-size our business to create a more efficient operating model that was more responsive to market dynamics

through a workforce reduction, primarily within management. This initiative was completed in 2025.

Network Reconfiguration and Efficiency Reimagined: Our Network of the Future initiative is enhancing the efficiency of our U.S. Domestic Package network through

automation and operational sort consolidation. In connection with our strategic execution of planned volume declines from our largest customer, we began our Network

Reconfiguration initiative in the fourth quarter of 2024, which was an expansion of Network of the Future and under which we are further consolidating facilities, vehicles,

aircraft and our workforce, as well as, executing an end-to-end process redesign through our Efficiency Reimagined initiative. Through these initiatives, in the first nine months

of 2026, we closed 47 leased or owned buildings, 46 of which have been permanently closed and achieved approximately $1.8 billion of program benefits. We expect to

achieve nearly $3 billion in full year 2026 benefits from these initiatives.

As a part of these initiatives, we expect non-GAAP adjusted operating expense to exclude between $1.4 and $1.6 billion in cost for the full year 2026, primarily related to

employee separation costs and third-party consulting fees, of which $1.2 billion is related to the Driver Choice Program. As of September 30, 2026, we had incurred $1.4

billion in costs during 2026, and $1.9 billion in total costs, as a part of these initiatives. While the planned volume reductions from our largest customer were completed in the

second quarter of 2026, our Efficiency Reimagined initiative is not expected to conclude until the fourth quarter of 2027.

We do not consider the related costs to be ordinary because each program involves separate and distinct activities that span multiple periods, and such costs are not

expected to drive incremental revenue. These initiatives exceed ordinary, ongoing efforts to enhance our business performance and profitability.

In addition, we have incurred other costs and benefits associated with our Network Reconfiguration initiative, including early asset retirement, lease-related costs and

gains from sales of real estate. It is our intention to exit or abandon leases, sell property and transfer or dispose of equipment associated with closed facilities. During the nine

months ended September 30, 2026, we also recorded gains on sales of real estate related to this initiative. See note 5 to the unaudited consolidated financial statements for

additional information.

For more information regarding transformation strategy costs, see note 16 to the unaudited consolidated financial statements.
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Gains and Losses on Sales of Assets

We recorded non-GAAP adjustments for the impairment of our MD-11 aircraft recognized in the fourth quarter of 2025. As a result of subsequent sales of related

previously impaired parts associated with these aircraft, we recognized gains on sales during 2026. We supplement our presentation with non-GAAP adjusted financial

measures that exclude the impact of these gains, as we believe such treatment is consistent with how the related impairment was initially presented.

Net Loss (Gain) on Divestitures

We exclude the impact of gains and losses related to business divestitures. We do not consider these transactions to be a component of our ongoing operations, nor do we

consider their impact when evaluating business unit operating performance, resource allocation decisions or incentive compensation award determinations.

Goodwill and Asset Impairments

We exclude the impact of goodwill and certain asset impairment charges. We do not consider these charges when evaluating business unit operating performance, resource

allocation decisions or incentive compensation award determinations. For more information regarding goodwill and asset impairment, see note 7 to the unaudited consolidated

financial statements.

Reversal of Income Tax Valuation Allowance

We previously recorded non-GAAP adjustments for transactions that resulted in capital loss deferred tax assets that were not expected to be realized. As a result of

property sales during 2025, we realized these capital losses. We supplement our presentation with non-GAAP adjusted financial measures that exclude the impact of the

reversals of the valuation allowances against these deferred tax assets as we believe such treatment is consistent with how the valuation allowance was initially established.

Non-GAAP Adjusted Cost per Piece

We evaluate the efficiency of our operations using various metrics, including non-GAAP adjusted cost per piece. Non-GAAP adjusted cost per piece in any period is

calculated as non-GAAP adjusted operating expenses divided by total volume. Because non-GAAP adjusted operating expenses exclude costs or charges that we do not

consider a part of underlying business performance when monitoring and evaluating business unit operating performance, resource allocation decisions or incentive

compensation award determinations, we believe this is the appropriate metric on which to base reviews and evaluations of the efficiency of our operational performance.
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Results of Operations - Segment Review

The results and discussions that follow are reflective of how management monitors and evaluates the performance of our segments as defined in note 12 to the unaudited

consolidated financial statements.

Certain operating expenses are allocated between our reporting segments using activity-based costing methods. These activity-based costing methods require us to make

estimates that impact the amount of each expense category that is attributed to each segment. Our allocation methodologies are refined periodically, or as necessary to reflect

changes in our businesses. During the nine months ended September 30, 2026, there were no significant changes to our allocation methodologies.

As a normal part of managing our air network, we routinely idle aircraft and engines temporarily for maintenance or to adjust network capacity. As of September 30,

2026, we had one aircraft temporarily idled for approximately seven months in order to better match capacity with current demand. Temporarily idled assets are classified as

held-and-used, and we continue to record depreciation expense for these assets. We expect this aircraft to return to operational service during the fourth quarter of 2026.

Following the permanent grounding and retirement of our MD-11 fleet in the fourth quarter of 2025, we increased third-party lease utilization to address capacity constraints.

During the nine months ended September 30, 2026, we took delivery of nine Boeing 767-300 aircraft, which were accounted for as finance leases, and began to reduce the

associated third-party aircraft leases.

We test goodwill for impairment annually at July 1 and between annual tests if an event occurs or circumstances change that would indicate that it is more likely than not

that the fair value of a reporting unit is less than its carrying amount. Testing goodwill for impairment requires that we make a number of significant assumptions, including

assumptions related to projections of amounts and timing of future revenues, costs, capital expenditures, working capital, our cost of capital, long-term growth rates, market

comparables, discount rates and other factors. We are also required to make assumptions relating to our overall business and operating strategy, and the regulatory and market

environment.

We conducted our most recent annual goodwill impairment testing as of July 1, 2026 using both qualitative and quantitative methods. Our quantitative tests utilize a

combination of the income and market approaches. In developing our valuation assumptions underlying the annual impairment testing, we determined that the estimated fair

value of our HLD reporting unit within SCS was adversely impacted by an increase in the cost of capital, driven by higher discount rates from lower financial performance

within our European healthcare logistics operations. The results of our testing using these revised assumptions indicated that the carrying value of our HLD reporting unit

exceeded its estimated fair value. At the July 1, 2026 testing date, approximately $1.6 billion of our $5.8 billion consolidated goodwill balance was represented by our HLD

reporting unit.

As a result, for the third quarter of 2026, we recorded a goodwill impairment charge of $182 million within Other expenses in our statement of consolidated income. For

additional information on goodwill, see note 7 to the unaudited consolidated financial statements.
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U.S. Domestic Package

Three Months Ended September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Average Daily Package Volume (in thousands):

Next Day Air 1,322  1,422  (7.0)% 1,366  1,456  (6.2)%

Deferred 755  804  (6.1)% 784  831  (5.7)%

Ground 13,544  13,924  (2.7)% 13,734  14,420  (4.8)%

Total Average Daily Package Volume 15,621  16,150  (3.3)% 15,884  16,707  (4.9)%

Average Revenue Per Piece:

Next Day Air $ 29.47  $ 26.16  $ 3.31  12.7 % $ 28.61  $ 25.43  $ 3.18  12.5 %

Deferred 21.68  19.82  1.86  9.4 % 21.44  19.59  1.85  9.4 %

Ground 12.40  11.81  0.59  5.0 % 12.30  11.58  0.72  6.2 %

Total Average Revenue Per Piece $ 14.29  $ 13.47  $ 0.82  6.1 % $ 14.15  $ 13.18  $ 0.97  7.4 %

Operating Days in Period 65  64  191  190 

Revenue (in millions):

Next Day Air $ 2,532  $ 2,381  $ 151  6.3 % $ 7,464  $ 7,035  $ 429  6.1 %

Deferred 1,064  1,020  44  4.3 % 3,211  3,093  118  3.8 %

Ground 10,917  10,525  392  3.7 % 32,263  31,718  545  1.7 %

Cargo and Other 352  294  58  19.7 % 982  917  65  7.1 %

Total Revenue $ 14,865  $ 14,220  $ 645  4.5 % $ 43,920  $ 42,763  $ 1,157  2.7 %

Operating Expenses (in millions):

Operating Expenses $ 13,959  $ 13,617  $ 342  2.5 % $ 42,483  $ 40,265  $ 2,218  5.5 %

Non-GAAP Adjustments to Operating Expenses

Transformation Strategy Costs (171) (302) 131  (43.4)% (1,393) (400) (993) 248.3 %

Gains on Sales of Assets 43  —  43  N/A 43  —  43  N/A

Non-GAAP Adjusted Operating Expenses $ 13,831  $ 13,315  $ 516  3.9 % $ 41,133  $ 39,865  $ 1,268  3.2 %

Operating Profit (in millions) and Operating Margin:

Operating Profit $ 906  $ 603  $ 303  50.2 % $ 1,437  $ 2,498  $ (1,061) (42.5)%

Non-GAAP Adjusted Operating Profit $ 1,034  $ 905  $ 129  14.3 % $ 2,787  $ 2,898  $ (111) (3.8)%

Operating Margin 6.1 % 4.2 % 3.3 % 5.8 %

Non-GAAP Adjusted Operating Margin 7.0 % 6.4 % 6.3 % 6.8 %

Revenue

The change in revenue was due to the following:

Volume

Rates /

Product Mix

Fuel

Surcharge

Total Revenue

Change

Revenue Change Drivers:

Third quarter 2026 vs. 2025 (1.9)% 3.5 % 2.9 % 4.5 %

Year to date 2026 vs. 2025 (4.4)% 4.5 % 2.6 % 2.7 %

Comparative results were impacted by one more operating day in 2026 compared to 2025. The growth in rates and product mix and fuel surcharge shown above includes

contributions from our air cargo product, which is measured by dimensional weight rather than on a per piece basis and therefore does not impact the volume and revenue per

piece discussions below.
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Volume

Average daily volume decreased for both the quarter and year-to-date periods, primarily due to lower volume from our largest customer, reflecting the impact of planned

volume reductions completed in the second quarter of 2026. The overall declines were partially offset by continued growth from SMBs who leveraged our Digital Access

Program ("DAP").

Residential ("business-to-consumer") and commercial ("business-to-business") volume declined. Business-to-consumer volume decreased 2.1% for the quarter (down

5.4% year to date) as a result of the planned volume declines discussed above, partially offset by growth in the technology and healthcare sectors. Business-to-business volume

decreased 4.7% for the quarter (down 4.3% year to date) primarily driven by the retail sector, partially offset by continued growth in the technology sector.

Air average daily volume decreased 6.7% for the quarter (down 6.0% year to date), driven by the volume reductions from our largest customer, partially offset by growth

from SMB customers and the healthcare sector.

Ground average daily volume decreased 2.7% for the quarter (down 4.8% year to date), driven primarily by the residential and commercial volume reductions discussed

above. The decline was partially offset by residential volume growth from SMB customers.

Revenue Per Piece

Revenue per piece increased 6.1% during the quarter (up 7.4% year to date), driven by an average 5.9% net increase in base and accessorial rates implemented throughout

2025, higher fuel surcharges and favorable customer mix.

Fuel Surcharges

Our contracts include provisions designed to help offset cost volatility resulting from changes in fuel prices. The fuel surcharges represent one of many components of our

pricing structure that can impact our overall revenue and revenue per piece. Revenue from these surcharges contributed 2.9% and 2.6% to the change in revenue for the quarter

and year-to-date periods, respectively, primarily as a result of increases in fuel prices, partially offset by the impact of lower volume.

Operating Expenses

Operating expenses increased for both the quarter and year-to-date periods as a result of higher facility and transportation expenses, separation costs related to the Driver

Choice Program within compensation and benefits and higher fuel costs. These increases were partially offset by cost reductions from the execution of our Network

Reconfiguration and Efficiency Reimagined initiatives.

The change in operating expenses included the following:

• Compensation and benefits expense decreased $336 million for the quarter (up $136 million year to date). The decrease for the quarter was driven by fewer labor hours

resulting from the outsourcing of our Ground Saver product, lower volume from our largest customer, reductions in headcount as we executed our Network

Reconfiguration and Efficiency Reimagined initiatives and lower pension and health and welfare costs within our U.S. union workforce. These decreases were partially

offset by contractual wage rate increases and higher workers' compensation costs, reflecting unfavorable development in prior year claims and higher current year

claim costs. The year-to-date increase also reflected separation costs related to the Driver Choice Program, most of which were recognized in the second quarter, and

additional labor costs in the first quarter associated with outsourcing our Ground Saver product.

• Facility and transportation related costs increased $661 million for the quarter (up $1.8 billion year to date), primarily due to higher fees paid to USPS associated with

outsourcing our Ground Saver product, higher fuel costs charged to us by third-party transportation providers and higher third-party aircraft lease expense, net of

vendor recoveries, to address capacity constraints resulting from fourth quarter 2025 aircraft retirements.

• Other expenses decreased $16 million for the quarter (up $186 million year to date). The decrease for the quarter was driven by gains on sales of real estate and aircraft

parts, partially offset by higher fuel costs and higher auto liability costs, reflecting unfavorable development in prior year claims and higher current year claim costs.

The year-to-date increase also reflected higher expenses associated with growth in DAP.
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Non-GAAP adjusted operating expenses exclude transformation strategy costs of $171 million and $302 million in the third quarters of 2026 and 2025, respectively and

$1.4 billion and $400 million in the 2026 and 2025 year-to-date periods, respectively. Third quarter 2026 non-GAAP adjusted operating expenses also exclude $43 million of

gains from the sale of certain previously impaired aircraft parts. Transformation strategy costs in the second and third quarters of 2026 primarily consist of separation costs

related to the Driver Choice Program. Transformation strategy costs during the year-to-date 2026 and 2025 periods relate to our Network Reconfiguration and Efficiency

Reimagined initiatives. The 2025 period also included costs related to our Transformation 2.0 and Fit to Serve programs. These primarily consisted of compensation and

benefits costs, as well as fees paid to outside professional service providers. See Supplemental Information - Items Affecting Comparability for additional discussion of

transformation strategy and other costs and gains excluded from our non-GAAP financial measures.

Cost per piece increased 4.1% during the quarter (up 10.2% year to date) primarily driven by higher fees paid to USPS associated with outsourcing our Ground Saver

product, higher fuel costs, contractual wage rate increases and the impact of lower average daily volume and stops. The year-to-date increase also includes the impact of

separation costs related to the Driver Choice Program, most of which were recognized in the second quarter. These increases were partially offset by the impact of increased

productivity and operational efficiencies from our Network Reconfiguration efforts and gains on sales of assets. Non-GAAP adjusted cost per piece increased 5.5% during the

quarter (up 7.7% year to date).
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International Package

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Average Daily Package Volume (in thousands):

Domestic 1,396  1,536  (9.1)% 1,420  1,539  (7.7)%

Export 1,589  1,733  (8.3)% 1,623  1,728  (6.1)%

Total Average Daily Package Volume 2,985  3,269  (8.7)% 3,043  3,267  (6.9)%

Average Revenue Per Piece:

Domestic $ 9.47  $ 8.62  $ 0.85  9.9 % $ 9.45  $ 8.37  $ 1.08  12.9 %

Export 38.10  32.87  5.23  15.9 % 36.92  32.21  4.71  14.6 %

Total Average Revenue Per Piece $ 24.71  $ 21.48  $ 3.23  15.0 % $ 24.10  $ 20.98  $ 3.12  14.9 %

Operating Days in Period 65  64  191  190 

Revenue (in millions):

Domestic $ 859  $ 847  $ 12  1.4 % $ 2,563  $ 2,448  $ 115  4.7 %

Export 3,935  3,646  289  7.9 % 11,445  10,574  871  8.2 %

Cargo and Other 213  180  33  18.3 % 583  509  74  14.5 %

Total Revenue $ 5,007  $ 4,673  $ 334  7.1 % $ 14,591  $ 13,531  $ 1,060  7.8 %

Operating Expenses (in millions):

Operating Expenses $ 4,261  $ 3,997  $ 264  6.6 % $ 12,675  $ 11,542  $ 1,133  9.8 %

Non-GAAP Adjustments to Operating Expenses

Transformation Strategy Costs —  (15) 15  (100.0)% (4) (38) 34  (89.5)%

Non-GAAP Adjusted Operating Expenses $ 4,261  $ 3,982  $ 279  7.0 % $ 12,671  $ 11,504  $ 1,167  10.1 %

Operating Profit (in millions) and Operating Margin:

Operating Profit $ 746  $ 676  $ 70  10.4 % $ 1,916  $ 1,989  $ (73) (3.7)%

Non-GAAP Adjusted Operating Profit $ 746  $ 691  $ 55  8.0 % $ 1,920  $ 2,027  $ (107) (5.3)%

Operating Margin 14.9 % 14.5 % 13.1 % 14.7 %

Non-GAAP Adjusted Operating Margin 14.9 % 14.8 % 13.2 % 15.0 %

Currency Benefit / (Cost) – (in millions) :

Revenue $ (17) $ 179 

Operating Expenses 28  (177)

Operating Profit $ 11  $ 2 

    

Net of currency hedging; amount represents the change in currency translation compared to the prior year.

Revenue

The change in revenue was due to the following:

Volume

Rates /

Product Mix

Fuel

Surcharge Currency

Total Revenue

Change

Revenue Change Drivers:

Third quarter 2026 vs. 2025 (7.1)% 6.3 % 8.4 % (0.5)% 7.1 %

Year to date 2026 vs. 2025 (6.2)% 6.5 % 6.2 % 1.3 % 7.8 %

(1)

(1)    
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Volume

Average daily volume decreased for both domestic and export products for the quarter and year-to-date periods, primarily in Europe, the Middle East and Africa

("EMEA") due to geopolitical tensions.

Domestic average daily volume decreased 9.1% for the quarter (down 7.7% year to date) due primarily to the impact of our revenue quality actions in EMEA as we

shifted our focus toward premium sectors.

Export average daily volume decreased 8.3% for the quarter (down 6.1% year to date) led by declines in EMEA intra-regional volumes due primarily to our revenue

quality actions and the continued Middle East conflict. Total U.S. import average daily volume also decreased in both periods as changes in trade policies, including de minimis

exclusions, continued to affect customer demand and shipping patterns, although the impact began to moderate in September as the business lapped the initial implementation.

These declines were partially offset by higher demand on China-to-U.S. and Asia-to-Asia trade lanes for both periods.

Revenue Per Piece

Revenue per piece increased 15.0% for the quarter (up 14.9% year to date), primarily driven by fuel surcharges, revenue quality actions and favorable trade lane mix.

Foreign currency movements partially offset the increase for the quarter, but favorably impacted revenue per piece for the year-to-date period.

Domestic revenue per piece increased 9.9% for the quarter (up 12.9% year to date) primarily driven by fuel surcharges, surge fees and shifts in customer mix, mainly in

EMEA and Canada.

Export revenue per piece increased 15.9% for the quarter (up 14.6% year to date) primarily driven by fuel surcharges, favorable trade lane mix, particularly in Asia, and

revenue quality actions across Asia and EMEA.

Fuel Surcharges

Our contracts include provisions designed to help offset cost volatility resulting from changes in fuel prices. The fuel surcharges represent one of many components of our

pricing structure that can impact our overall revenue and revenue per piece. Revenue from these surcharges contributed 8.4% and 6.2% to the change in revenue for the quarter

and year-to-date periods, respectively, primarily as a result of increases in fuel prices.

Operating Expenses

Operating expenses increased $264 million for the quarter (up $1.1 billion year to date), including unfavorable currency impacts in the year-to-date period. Integrated air

and ground network costs increased $274 million for the quarter (up $875 million year to date) reflecting higher fuel expense and increased charter and lease utilization

expenses, net of vendor recoveries resulting from network disruptions.

Non-GAAP adjusted operating expenses exclude transformation strategy costs of $0 and $15 million in the third quarters of 2026 and 2025, respectively, and $4 and $38

million in the year-to-date periods, respectively. Transformation strategy costs during both 2026 and 2025 periods relate to our Network Reconfiguration and Efficiency

Reimagined initiatives. The 2025 period also included costs related to our Transformation 2.0 and Fit to Serve programs, which primarily consisted of compensation and

benefits costs and fees paid to outside professional service providers. See Supplemental Information - Items Affecting Comparability for additional discussion of transformation

strategy and other costs and gains excluded from our non-GAAP financial measure.
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SCS

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Revenue (in millions):

Forwarding $ 858  $ 730  $ 128  17.5 % $ 2,305  $ 2,188  $ 117  5.3 %

Logistics 1,598  1,363  235  17.2 % 4,547  4,411  136  3.1 %

Other SCS 525  429  96  22.4 % 1,526  1,289  237  18.4 %

Total Revenue $ 2,981  $ 2,522  $ 459  18.2 % $ 8,378  $ 7,888  $ 490  6.2 %

Operating Expenses (in millions):

Operating Expenses $ 2,889  $ 1,997  $ 892  44.7 % $ 7,790  $ 7,083  $ 707  10.0 %

Non-GAAP Adjustments to Operating Expenses

Transformation Strategy Costs —  (11) 11  (100.0)% (1) (22) 21  (95.5)%

Net Loss on Divestiture —  —  —  N/A —  (19) 19  (100.0)%

Goodwill and Asset Impairment Charges (182) —  (182) N/A (182) —  (182) N/A

Non-GAAP Adjusted Operating Expenses $ 2,707  $ 1,986  $ 721  36.3 % $ 7,607  $ 7,042  $ 565  8.0 %

Operating Profit (in millions) and Operating Margin:

Operating Profit $ 92  $ 525  $ (433) (82.5)% $ 588  $ 805  $ (217) (27.0)%

Non-GAAP Adjusted Operating Profit $ 274  $ 536  $ (262) (48.9)% $ 771  $ 846  $ (75) (8.9)%

Operating Margin 3.1 % 20.8 % 7.0 % 10.2 %

Non-GAAP Adjusted Operating Margin 9.2 % 21.3 % 9.2 % 10.7 %

Currency Benefit / (Cost) – (in millions) :

Revenue $ 30  $ 110 

Operating Expenses (28) (106)

Operating Profit $ 2  $ 4 

 Amount represents the change in currency translation compared to the prior year.

Revenue

Total revenue in Supply Chain Solutions increased for the quarter and year-to-date periods.

Within our Forwarding businesses, revenue increased $128 million for the quarter (up $117 million year to date) driven by higher international air freight rates.

Within our Logistics businesses, revenue increased $235 million for the quarter (up $136 million year to date). This was primarily due to an increase of $224 million for

the quarter (up $643 million year to date) within our healthcare logistics business as a result of our fourth quarter 2025 acquisition of AHG, as well as higher volume driven by

additional healthcare logistics customer demand. On a year-to-date basis, these increases were partially offset by a decline in Mail Innovations revenue of $572 million.

Revenue from our other businesses within SCS increased $96 million for the quarter (up $237 million year to date), primarily driven by growth within our digital

businesses.

Operating Expenses

Total operating expenses increased for the quarter and year-to-date periods due to impacts from the acquisition of AHG, higher healthcare logistics volume due to

customer demand, higher market rates charged for third-party Forwarding transportation, the 2025 periods' $330 million gain from sale-leaseback transactions involving real

estate that did not recur, as well as a $182 million goodwill impairment charge within our HLD reporting unit. On a year-to-date basis, these increases were partially offset by

lower Mail Innovations expenses resulting from volume declines.

(1)

(1)
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Non-GAAP adjusted operating expenses exclude transformation strategy costs related to our Transformation 2.0, Fit to Serve, and Network Reconfiguration and Efficiency

Reimagined initiatives of $0 and $11 million in the third quarters of 2026 and 2025, respectively, and $1 and $22 million in the 2026 and 2025 year-to-date periods,

respectively. Within Transformation 2.0, we incurred costs related to financial system investments in both the quarter and year-to-date periods of 2025. Within Fit to Serve, we

incurred severance costs in 2025. Within Network Reconfiguration and Efficiency Reimagined, we incurred costs related to end-to-end process redesign during the year-to-date

2026 period and both the quarter and year-to-date periods of 2025. Additionally, non-GAAP adjusted operating expense for the quarter and year-to-date 2026 periods excludes

the $182 million goodwill impairment charge associated with our HLD reporting unit. Non-GAAP adjusted operating expense for the 2025 year-to-date period also excluded

the impact of a divestiture of a business within SCS. See Supplemental Information - Items Affecting Comparability for additional discussion of items excluded from our non-

GAAP adjusted financial measures.
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Consolidated Operating Expenses

The following table sets forth our consolidated operating expense for the three and nine months ended September 30, 2026 and 2025, respectively (in millions):

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Operating Expenses (in millions):

Compensation and benefits $ 11,807  $ 12,118  $ (311) (2.6)% $ 36,006  $ 35,571  $ 435  1.2 %

Transformation Strategy Costs (113) (284) 171  (60.2)% (1,261) (358) (903) 252.2 %

Non-GAAP Adjusted Compensation and Benefits $ 11,694  $ 11,834  $ (140) (1.2)% $ 34,745  $ 35,213  $ (468) (1.3)%

Repairs and maintenance $ 809  $ 803  $ 6  0.7 % $ 2,390  $ 2,290  $ 100  4.4 %

Depreciation and amortization 965  926  39  4.2 % 2,930  2,774  156  5.6 %

Purchased transportation 3,275  2,463  812  33.0 % 9,226  7,715  1,511  19.6 %

Fuel 1,544  1,071  473  44.2 % 4,324  3,187  1,137  35.7 %

Other occupancy 572  548  24  4.4 % 1,803  1,699  104  6.1 %

Other expenses 2,137  1,682  455  27.1 % 6,269  5,654  615  10.9 %

Total Other Expenses 9,302  7,493  1,809  24.1 % 26,942  23,319  3,623  15.5 %

Goodwill and Asset Impairment Charges (182) —  (182) N/A (182) —  (182) N/A

Transformation Strategy Costs (58) (44) (14) 31.8 % (137) (102) (35) 34.3 %

Gains on Sales of Assets 43  —  43  N/A 43  —  43  N/A

Net Loss on Divestiture —  —  —  N/A —  (19) 19  (100.0)%

Non-GAAP Adjusted Total Other Expenses 9,105  7,449  1,656  22.2 % 26,666  23,198  3,468  14.9 %

Total Operating Expenses $ 21,109  $ 19,611  $ 1,498  7.6 % $ 62,948  $ 58,890  $ 4,058  6.9 %

Non-GAAP Adjusted Total Operating Expenses $ 20,799  $ 19,283  $ 1,516  7.9 % $ 61,411  $ 58,411  $ 3,000  5.1 %

Currency (Benefit) / Cost - (in millions) $ —  $ 283 

    Amount represents the change in currency translation compared to the prior year.

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ 2026 2025 $

Non-GAAP Adjustments to Operating Expenses (in millions):

Transformation Strategy Costs:

Compensation $ —  $ 4  $ (4) $ —  $ 11  $ (11)

Benefits 113  280  (167) 1,261  347  914 

Other expenses 58  44  14  137  102  35 

Total Transformation Strategy Costs $ 171  $ 328  $ (157) $ 1,398  $ 460  $ 938 

Other expenses:

Goodwill and Asset Impairment Charges 182  —  182  182  —  182 

Gains on Sales of Assets (43) —  (43) (43) —  (43)

Net Loss on Divestiture —  —  —  —  19  (19)

Total Non-GAAP Adjustments to Operating Expenses $ 310  $ 328  $ (18) $ 1,537  $ 479  $ 1,058 

(1)

(1)
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Compensation and Benefits

Compensation expense decreased $56 million for the quarter (down $240 million year to date). The principal factors contributing to the changes were

• Direct labor costs decreased $38 million for the quarter (down $346 million year to date). Lower headcount and volume declines, as well as the impact of fewer hours,

decreased direct labor costs by $182 million for the quarter (down $872 million year to date). These decreases were partially offset by an increase of $117 million for

the quarter (up $532 million year to date) in contractual wage rate increases and additional labor costs in the first quarter of 2026 associated with outsourcing our

Ground Saver product.

• Management compensation costs decreased $34 million for the quarter primarily due to lower incentive compensation and lower overall headcount. Management

compensation costs increased $111 million year to date primarily reflecting higher incentive compensation expense, partially offset by the impact of lower overall

headcount.

Benefits costs decreased $255 million for the quarter (up $675 million year to date). Employee benefits decreased $163 million for the quarter due to decreases in

separation costs. Employee benefits were up $836 million year to date primarily from separation costs associated with the Driver Choice Program. Multiemployer pension and

other postretirement benefits costs, paid time off, payroll taxes, health and welfare and other costs decreased $126 million for the quarter (down $278 million year to date)

primarily due to the impact of lower overall headcount. Workers' compensation expense increased $34 million for the quarter (up $117 million year to date) due to an increase

in current year claim costs and unfavorable development in prior year claims, partially offset by the impact of a reduction in overall hours worked.

Non-GAAP adjusted operating expenses for the quarter and year-to-date periods of 2026 and 2025 exclude the impact of costs incurred under our Transformation 2.0, Fit

to Serve and Network Reconfiguration and Efficiency Reimagined initiatives, and primarily consisted of employee benefits expense and related payroll tax expense.

Compensation and benefits expenses, including related payroll tax expense, under these initiatives were $113 million and $284 million in the third quarters of 2026 and 2025,

respectively, and $1.3 billion and $358 million in the 2026 and 2025 year-to-date periods, respectively. See Supplemental Information - Items Affecting Comparability for

additional discussion of items excluded from our non-GAAP financial measures.

Repairs and Maintenance

Repairs and maintenance costs increased $6 million for the quarter (up $100 million year to date) with the year-to-date increase primarily driven by higher aircraft

maintenance costs and routine repair expenses for buildings and facilities.

Depreciation and Amortization

Depreciation and amortization expense increased for the quarter and year-to-date periods due to capital asset additions and the impact of building closures, which resulted

in shortened useful lives and accelerated depreciation, as well as higher amortization costs related to software investments and the impact of amortization of assets from the

acquisition of AHG in the fourth quarter of 2025.

Purchased Transportation

Third-party transportation expense charged to us by air, ocean and ground carriers increased $812 million for the quarter (up $1.5 billion year to date). The changes were

primarily driven by:

• Ground transportation expense increased $577 million for the quarter (up $915 million year to date) primarily due to an increase in fees paid to the USPS associated

with outsourcing our Ground Saver product and increases in expense related to our digital businesses due to overall growth.

• Air carrier expense increased $124 million for the quarter (up $377 million year to date) from additional leased aircraft expense to address temporary capacity

constraints resulting from aircraft retirements, net of vendor recoveries for costs incurred during the fourth quarter 2025, an increase in air freight market rates, and

additional charter utilization associated with network disruptions from the Middle East conflict.

• Rail and other expense increased $111 million for the quarter (up $219 million year to date) primarily resulting from higher fuel surcharges.
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Fuel Expense

Fuel expense reflects costs for fuel we purchase directly for use in our operations. Fuel expense increased $473 million for the quarter (up $1.1 billion year to date) mainly

attributable to higher prices for jet fuel, diesel and gasoline, partially offset by the impact of lower volume. Fuel surcharges from third-party transportation providers are

recorded within purchased transportation.

Other Occupancy

Other occupancy expense increased $24 million for the quarter (up $104 million year to date) primarily due to new lease expenses, including leases acquired in the AHG

acquisition, and higher property taxes. The year-to-date increase also reflected higher costs associated with weather-related events.

Other Expenses

Other expenses increased $455 million for the quarter (up $615 million year to date) primarily due to a $304 million decrease in gains ($265 million year to date) largely

associated with 2025 sale-leaseback transactions that did not recur and the $182 million goodwill impairment charge within our HLD reporting unit, partially offset by an

increase in gains on sales of real estate in 2026. For additional information on this goodwill impairment charge, see note 7 to the unaudited consolidated financial statements.

DAP expenses increased $42 million for the quarter (up $134 million year to date) due to business growth, auto liability insurance increased $40 million for the quarter (up $62

million year to date) due to higher claims and unfavorable development in prior year claims. Additionally, year-to-date, technology expense increased $82 million due to higher

software costs and application fees, and credit losses increased $25 million as a result of changes in the composition of our accounts receivable. These increases were partially

mitigated by $130 million in gains for the quarter ($199 million year to date) from sales of aircraft parts, which offset higher air carrier expense of $124 million for the quarter

($377 million year to date) included in purchased transportation.

In 2026, non-GAAP adjusted operating expenses exclude the $182 million HLD goodwill impairment charge, transformation strategy costs, consisting of fees paid to

outside professional service providers, and $43 million in gains on sales of certain previously impaired aircraft parts. In 2025, non-GAAP adjusted operating expenses exclude

the impact of the divestiture of a business within SCS and transformation strategy costs for fees paid to outside professional service providers.

We expect to incur additional other expenses under our Network Reconfiguration and Efficiency Reimagined initiatives during the remainder of 2026. See Supplemental

Information - Items Affecting Comparability for additional discussion on the types, amounts and timing thereof.
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Other Income (Expense)

The following table sets forth investment income and other and interest expense for the three and nine months ended September 30, 2026 and 2025, respectively (in

millions):

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Investment Income and Other $ 116  $ 94  $ 22  23.4 % $ 342  $ 251  $ 91  36.3 %

Goodwill and Asset Impairment Charges —  —  —  N/A —  19  (19) (100.0)%

Non-GAAP Adjusted Investment Income and Other 116  94  22  23.4 % 342  270  72  26.7 %

Interest Expense (289) (291) 2  (0.7)% (827) (751) (76) 10.1 %

Total Other Income (Expense) $ (173) $ (197) $ 24  (12.2)% $ (485) $ (500) $ 15  (3.0)%

Non-GAAP Adjusted Total Other Income (Expense) $ (173) $ (197) $ 24  (12.2)% $ (485) $ (481) $ (4) 0.8 %

Investment Income and Other

Investment income and other increased $22 million for the quarter (up $91 million year to date), primarily driven by an increase in pension income due to higher expected

returns on pension assets, partially offset by higher interest cost related to overall plan growth and changes in demographic assumptions.

For the 2025 year-to-date period, investment income and other included a $19 million asset impairment charge related to an equity method investment. Excluding the

impact of this charge, non-GAAP adjusted investment income and other increased by $72 million.

Interest Expense

Interest expense decreased $2 million for the quarter, primarily reflecting the timing of debt issuances, and increased $76 million year to date, primarily due to higher

average outstanding debt balances and higher interest cost on finance leases.

Income Tax Expense

The following table sets forth our income tax expense and effective tax rate for the three and nine months ended September 30, 2026 and 2025, respectively (in millions):

Three Months Ended

 September 30, Change

Nine Months Ended

 September 30, Change

2026 2025 $ % 2026 2025 $ %

Income Tax Expense $ 408  $ 296  $ 112  37.8 % $ 825  $ 1,011  $ (186) (18.4)%

Income Tax Impact of:

Transformation Strategy Costs 41  78  (37) (47.4)% 335  109  226  207.3 %

Net Loss on Divestiture —  —  —  N/A —  4  (4) (100.0)%

Gains on Sales of Assets (10) —  (10) N/A (10) —  (10) N/A

Reversal of Income Tax Valuation Allowance —  86  (86) (100.0)% —  109  (109) (100.0)%

Non-GAAP Adjusted Income Tax Expense $ 439  $ 460  $ (21) (4.6)% $ 1,150  $ 1,233  $ (83) (6.7)%

Effective Tax Rate 26.0 % 18.4 % 23.9 % 21.1 %

Non-GAAP Adjusted Effective Tax Rate 23.3 % 23.8 % 23.0 % 23.3 %

See note 15 to the unaudited consolidated financial statements for additional information on our income tax expense and effective tax rate.
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Liquidity and Capital Resources

We deploy a disciplined and balanced approach to capital allocation, including returns to shareowners through dividends and share repurchases. As of September 30,

2026, we had $6.8 billion in cash and cash equivalents. We believe that these positions, expected cash from operations, access to commercial paper programs and capital

markets and other available liquidity options will be adequate to fund our material short- and long-term cash requirements, including our business operations, planned capital

expenditures, pension contributions, transformation strategy costs, including voluntary separation programs, debt obligations and shareowner returns. We regularly evaluate

opportunities to optimize our capital structure, including through issuances of debt to refinance existing debt and to fund operations.

Cash Flows From Operating Activities

The following is a summary of the significant sources (uses) of cash from operating activities (in millions):

Nine Months Ended

 September 30,

2026 2025

Net income $ 2,631  $ 3,781 

Non-cash operating activities 4,217  3,465 

Pension and postretirement medical benefit plan contributions (company-sponsored plans) (897) (1,338)

Income tax receivables and payables (277) (521)

Changes in working capital and other non-current assets and liabilities 300  (236)

Other operating activities 12  (3)

Net cash from operating activities $ 5,986  $ 5,148 

Represents depreciation and amortization, gains and losses on derivative transactions and foreign currency exchange, disposal of assets and businesses, deferred income taxes, allowances for expected credit losses, amortization of operating lease

assets, pension and postretirement medical benefit plan (income) expense, stock compensation expense, changes in casualty self-insurance reserves, goodwill and other asset impairment charges and other non-cash items.

Net cash from operating activities increased $838 million during the nine months ended September 30, 2026, primarily due to:

• Favorable changes in accounts payable reflecting increased days payable outstanding.

• Lower cash contributions to our company-sponsored, defined benefit pension and postretirement medical plans. In August 2026 we made $450 million in discretionary

non-cash pension contributions in the form of company-issued notes. See note 6 and note 9 to the unaudited consolidated financial statements for additional

information.

• Approximately $270 million in cash received from CBP in 2026 related to the pass-through IEEPA tariff refunds that are refundable to customers. See note 10 to the

unaudited consolidated financial statements for additional information.

• Lower income tax payments, primarily due to a 2024 tax payment deferred into 2025 resulting from Hurricane Helene relief that did not recur in 2026.

These increases were partially offset by:

•  A reduction in net income during the 2026 period.

•  An increase in accounts receivable from changes in collection of aged receivables, including $2.7 billion from our accounts receivable factoring program.

 (1)

(1)    
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As of September 30, 2026, approximately $2.3 billion of our total worldwide holdings of cash and cash equivalents were held by foreign subsidiaries. The amount of cash

and cash equivalents held by our U.S. and foreign subsidiaries fluctuates throughout the year due to a variety of factors, including the timing of cash receipts, strategic

operating needs and disbursements in the normal course of business. Cash provided by operating activities in the U.S. continues to be our primary source of funds to finance

our business operations and planned capital expenditures, pension contributions, transformation strategy costs, debt obligations and shareowner returns. All cash and cash

equivalents held by foreign subsidiaries are generally available for distribution to the U.S. without any U.S. federal income taxes. Any such distributions may be subject to

foreign withholding and U.S. state taxes. When amounts earned by foreign subsidiaries are expected to be indefinitely reinvested, no accrual for taxes is provided.

Cash Flows From Investing Activities

Our primary (uses) sources of cash from investing activities were as follows (in millions):

Nine Months Ended

 September 30,

2026 2025

Net cash used in investing activities $ (1,777) $ (2,734)

Capital Expenditures:

Buildings, facilities and plant equipment $ (1,491) $ (1,744)

Information technology (648) (873)

Aircraft and parts (62) (144)

Vehicles (20) (208)

Total capital expenditures $ (2,221) $ (2,969)

Capital expenditures as a % of revenue 3.3 % 4.6 %

Other Investing Activities:

Proceeds from disposal of businesses, property, plant and equipment $ 473  $ 585 

Acquisitions, net of cash acquired $ (11) $ (479)

Other investing activities $ (18) $ 129 

For the nine months ended September 30, 2026, total capital expenditures decreased, primarily driven by reduced spending on buildings, facilities and plant equipment,

lower technology infrastructure spending as a result of prior-year project completions and non-recurring investments, reduced spending on vehicles due to lower package

volume and a focus on routine replacements for vehicles at the end of their useful lives and decreased aircraft expenditures due to aircraft deliveries under finance lease

arrangements. These decreases were partially offset as we continued to invest in our Network of the Future and other operational efficiency initiatives.

Proceeds from the disposal of businesses, property, plant and equipment also decreased. During the nine months ended September 30, 2026 and 2025, proceeds were $473

million and $585 million, respectively. For additional information see note 5 to the unaudited consolidated financial statements.

Cash paid for acquisitions in the nine months ended September 30, 2026 was attributable to reacquired development area rights for The UPS Store. In the nine months

ended September 30, 2025, cash paid for acquisitions of $479 million was primarily related to the acquisition of Frigo-Trans and Biotech & Pharma Logistics ("Frigo-Trans")

and reacquired development area rights for The UPS Store.

Non-cash investing activities for the nine months ended September 30, 2026 and 2025 included $98 and $64 million, respectively, of construction-in-progress related to

the capitalization of construction costs in connection with a build-to-suit financing obligation.
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We have commitments for the purchase of equipment, real estate and vehicles to provide for the replacement and enhancement of existing capacity and targeted growth.

These investments also provide for maintenance of buildings, facilities and equipment. Our 2026 investment program anticipates investments in technology initiatives and

enhanced network capabilities. We expect our capital expenditures will be approximately $3.0 billion for the full year of 2026, of which approximately 80% will be allocated to

network enhancement projects and other technology initiatives. We regularly evaluate opportunities for cost effective financing of assets in order to reduce our capital spending.

Future capital spending will depend on a variety of factors, including economic and industry conditions, business strategy and financing alternatives.

Cash Flows From Financing Activities

Our primary (uses) sources of cash from financing activities were as follows (in millions, except per share data):

Nine Months Ended

 September 30,

2026 2025

Net cash used in financing activities $ (3,206) $ (1,947)

Share Repurchases:

Cash paid to repurchase shares $ —  $ (1,000)

Number of shares repurchased —  (8.6)

Shares outstanding at period end 851  848 

Dividends:

Dividends declared per share $ 4.92  $ 4.92 

Cash paid for dividends $ (4,064) $ (4,045)

Borrowings and Other Financing Activities:

Net borrowings (repayments) of debt principal $ 737  $ 3,008 

Other financing activities $ 121  $ 90 

Capitalization:

Total debt outstanding at period end $ 26,078  $ 24,782 

Total shareowners' equity at period end 15,026  15,848 

Total capitalization $ 41,104  $ 40,630 

For additional information on our share repurchase activities, see note 11 to the unaudited consolidated financial statements.

Includes issuances of common stock.

We did not repurchase any shares under our stock repurchase program during the nine months ended September 30, 2026.

The declaration of dividends is subject to the discretion of the Board and depends on various factors, including our net income, financial condition, cash requirements,

future prospects and other relevant factors. We paid a quarterly cash dividend of $1.64 per share in 2026 and 2025.

Issuances of debt during the nine months ended September 30, 2026 consisted of fixed-rate and floating-rate senior notes of varying maturities totaling $1.3 billion. A

portion of the fixed-rate senior notes was contributed directly to our company-sponsored pension plans as a noncash financing activity, resulting in financing cash proceeds

from debt issuances of $870 million. See note 6 and note 9 to the unaudited consolidated financial statements for additional information. Repayments of debt during the nine

months ended September 30, 2026 consisted of $133 million of senior notes and finance lease obligations. Issuances of debt during the nine months ended September 30, 2025

consisted of fixed-rate and floating-rate senior notes of varying maturities totaling $4.2 billion. Repayments of debt during the nine months ended September 30, 2025 consisted

of $1.1 billion of senior notes and finance lease obligations.

The amount of commercial paper outstanding fluctuates based on daily liquidity needs. As of September 30, 2026, we had no outstanding balances under our U.S. or

European commercial paper programs. The average balance outstanding of commercial paper during the nine months ended September 30, 2026 and 2025 was $47 and $63

million, respectively, and the average interest rates were 3.49% and 4.01%, respectively. The amount of commercial paper outstanding under these programs in the remainder of

2026 is expected to fluctuate. As of September 30, 2026, we had $500 million of fixed-rate senior notes currently outstanding that mature in 2026. We intend to repay these

amounts when due. We consider the overall fixed and

(1)

(2)

(1)    

(2)    
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floating interest rate mix of our portfolio and the related overall cost of borrowing when planning for future issuances and non-scheduled repayments of debt.

Cash flows from other financing activities included cash proceeds of $62 million related to collections from customers on accounts receivable that had been factored in

2026. This reflected $121 million of obligations related to factored receivables that were not remitted to third-party purchasers as of September 30, 2026, partially offset by $59

million repaid from prior-period balances. This program began in third quarter of 2025.

As of September 30, 2026, we had parent company guarantees of approximately $1.8 billion related to aircraft leases. For additional information on guarantees, see note 9

to the unaudited consolidated financial statements.

Except as disclosed above and in our Annual Report on Form 10-K for the year ended December 31, 2025, we do not have off-balance sheet financing arrangements,

including variable interest entities, which we believe could have a material impact on our financial condition or liquidity.

Sources of Credit

See note 9 to the unaudited consolidated financial statements for a discussion of our available credit and the financial covenants that we are subject to as part of our credit

agreements.

Contractual Commitments

Purchase commitments that are legally binding represent contractual agreements for certain capital expenditures, including contracts for facility construction projects,

aircraft and vehicles. In addition to purchase commitments, we have other contractual obligations related to equipment rental, software licensing, service and commodity

contracts. See Part II, Item 7 in our Annual Report on Form 10-K for the year ended December 31, 2025 for more information.

See note 9 to the unaudited consolidated financial statements for additional information on 2026 debt issuances and repayments.

Legal Proceedings and Contingencies

See note 10 to the unaudited consolidated financial statements for a discussion of judicial proceedings and other matters arising from the conduct of our business

activities.

Collective Bargaining Agreements

Status of Collective Bargaining Agreements

See note 6 to the unaudited consolidated financial statements for a discussion of the status of our collective bargaining agreements.

Multiemployer Benefit Plans

See note 6 to the unaudited consolidated financial statements for a discussion of our participation in multiemployer benefit plans.

Recent Accounting Pronouncements

Adoption of New Accounting Standards

See note 2 to the unaudited consolidated financial statements for a discussion of recently adopted accounting standards.

Accounting Standards Issued But Not Yet Effective

See note 2 to the unaudited consolidated financial statements for a discussion of accounting standards issued, but not yet effective.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in market risk from the information provided in "Item 7A. Quantitative and Qualitative Disclosures About Market Risk" in our

Annual Report on Form 10-K.
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this report, management, including our Principal Executive Officer and Principal Financial and Accounting Officer, evaluated the

effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934

("Exchange Act")). Based upon, and as of the date of, the evaluation, our Principal Executive Officer and Principal Financial and Accounting Officer concluded that the

disclosure controls and procedures were effective to ensure that information required to be disclosed in the reports we file and submit under the Exchange Act is recorded,

processed, summarized and reported as and when required and is accumulated and communicated to our management, including our Principal Executive Officer and Principal

Financial and Accounting Officer, as appropriate to allow timely decisions regarding required disclosure.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting during the quarter ended September 30, 2026 that have materially affected, or are reasonably likely

to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

For a discussion of material legal proceedings affecting the Company, see note 10 to the unaudited consolidated financial statements.

Item 1A. Risk Factors

There have been no material changes to the risk factors described in Part 1, Item 1A in our Annual Report on Form 10-K for the year ended December 31, 2025. The

occurrence of any of the risks described therein could materially affect us, including impacting our business, financial condition, results of operations, stock price or credit

rating, as well as our reputation. These risks are not the only ones we face. We could also be materially adversely affected by other events, factors or uncertainties that are

unknown to us, or that we do not currently consider to be material.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

In January 2023, the Board of Directors approved a share repurchase authorization of $5.0 billion for class A and class B common stock. We did not repurchase any shares

under this authorization in 2026. As of September 30, 2026, we had $1.3 billion available under this share repurchase authorization.

For additional information on our share repurchase activities, see note 11 to the unaudited consolidated financial statements.
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Item 5.     Other Information

Insider Trading Arrangements and Policies

None.
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Item 6.  Exhibits

3.1 — Restated Certificate of Incorporation of United Parcel Service, Inc. (incorporated by reference to Exhibit 3.3 to Form 8-K filed on May 12, 2010).

3.2 — Amended and Restated Bylaws of United Parcel Service, Inc. (incorporated by reference to Exhibit 3.1 to Form 8-K, filed on May 9, 2023).

4.1 — Form of 4.850% Senior Notes due 2031 (incorporated by reference to Exhibit 4.1 to Form 8-K, filed on August 12, 2026).

4.2 — Form of Floating Rate Senior notes due 2076 (incorporated by reference to Exhibit 4.1 to Form 8-K, filed on August 18, 2026).

10.1 — Form of Retention Agreement between the Company and Nando Cesarone, dated September 1, 2026 (incorporated by reference to Exhibit 10.1 to

Form 8-K, filed August 31, 2026)*.

10.2 — Form of Retention Agreement between the Company and Bala Subramanian, dated September 1, 2026 (incorporated by reference to Exhibit 10.2 to

Form 8-K, filed August 31, 2026)*.

31.1 — Certification of the Principal Executive Officer Pursuant to Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 — Certification of the Principal Financial and Accounting Officer Pursuant to Rule 13a-14(a), as adopted pursuant to Section 302 of the Sarbanes-

Oxley Act of 2002.

32.1 — Certification of the Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act

of 2002.

32.2 — Certification of the Principal Financial and Accounting Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002.

101 — The following unaudited financial information from this Quarterly Report on Form 10-Q for the quarter ended September 30, 2026 is formatted in

Inline XBRL (Inline Extensible Business Reporting Language): (i) the Consolidated Balance Sheets, (ii) the Statements of Consolidated Income,

(iii) the Statements of Consolidated Comprehensive Income (Loss), (iv) the Statements of Consolidated Cash Flows, and (v) the Notes to the

Consolidated Financial Statements.

104 — Cover Page Interactive Data File - The cover page from this Quarterly Report on Form 10-Q for the quarter ended September 30, 2026 is formatted

in Inline XBRL (included as Exhibit 101).

__________________

Management contract or compensatory plan or arrangement.
*
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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 thereunto duly

authorized.

UNITED PARCEL SERVICE, INC.

(Registrant)

Date: November 4, 2026 By:    /s/ BRIAN DYKES

   Brian Dykes

   Executive Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

I, Carol B. Tomé, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of United Parcel Service, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules

13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during

the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to

provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance

with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of

disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter

(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's

internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's

auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to

adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial

reporting.

 

/s/   CAROL B. TOMÉ

Carol B. Tomé

Chief Executive Officer

(Principal Executive Officer)

November 4, 2026



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL AND ACCOUNTING OFFICER

I, Brian Dykes, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of United Parcel Service, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules

13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that

material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during

the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to

provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance

with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of

disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal quarter

(the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant's

internal control over financial reporting; and

5. The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's

auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to

adversely affect the registrant's ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over financial

reporting.

 

/s/ BRIAN DYKES

Brian Dykes

Executive Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)

November 4, 2026



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and in connection with the Quarterly Report on Form 10-Q of United Parcel Service, Inc. (the “Corporation”)

for the quarter ended September 30, 2026, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, the Chief Executive

Officer of the Corporation, certifies that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Corporation.

 

/s/   CAROL B. TOMÉ

Carol B. Tomé

Chief Executive Officer

(Principal Executive Officer)

November 4, 2026



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and in connection with the Quarterly Report on Form 10-Q of United Parcel Service, Inc. (the “Corporation”)

for the quarter ended September 30, 2026, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, the Executive Vice

President and Chief Financial Officer of the Corporation, certifies that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Corporation.

 

/s/ BRIAN DYKES

Brian Dykes

Executive Vice President and Chief Financial Officer

(Principal Financial and Accounting Officer)

November 4, 2026


