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UPS Global Snapshot

Founded in 1907 - Seattle, Washington
Global Headquarters - Atlanta, GA
2012 Revenues - $54.1 B

(%45 B from Global Package, $9.1 B from Supply Chain & Freight)

397,100 employees

322,100 U.S. / 75,000 International

Domestic & International Package Operations

16.3 million packages/day

220+ countries and territories; every address in North America and Europe
More than 96,000 delivery vehicles

528 total aircraft: 235 UPS aircraft and 293 chartered aircraft

8.8 million daily customers (1.1 million pick-up, 7.7 million delivery)

Supply Chain & Freight

More than 800 facilities in more than 120 countries / more than 33 million square feet
*  More than 40 dedicated Healthcare facilities / greater than 6 million square feet
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UPS Supply Chain & Freight
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Healthcare

Freight
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Global Risk Management Department Structure

Treasurer
Global Treasury & Risk
Management

Mike Fenlon
Global Risk Management
Department Manager

3 Claims Staff 4 Program Mgmt Staff 3 Eur-Asia Staff
GRM - Atlanta GRM - Atlanta Woking (London)

Total Headcount GRM - 11
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How UPS Manages Risk — Key Functional Areas

Function

Responsibility

Function

Responsibility

Enterprise Risk
Process (ERM)

- ldentifies, defines and
guantifies risk

- Assigns Risk Owners and
Provides Oversight Framework
for continued assessment of
risk mitigation strategies and
there implementation

Legal — Procurement —
Business Development -
Real Estate — Risk
Management — Business
Units

Contract Management for
Risk Mitigation

Global Risk
Management

Core Member of UPS ERC
(Enterprise Risk Council)

Responsibility for Insurable
Risks

Internal Audit-
Compliance-Ethics

Numerous Audits and Risk
Assessments

Global Treasury

Responsibility for Financial
Risks

- FX, Interest Rate, Commodity
Exposures, Cash Management,
etc.

Functional Risk Mgmt:
Global Security
Engineering

Health and Safety
Public Relations

IT, Finance, HR, Public
Affairs, BD, Strategy

Oper Security/Business
Continuity

Facilities/Fleet/Environmental
Safety & Wellness
Brand Management
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ERM Process Used

Information

Business Environment

e Specific
. . \. ¢ Measurable
Organizational Strategy * Aligned
¢ Realistic
] Understand
® Governance & Oversight Objectives
Identify &
Categorize
e Strategic
- drernc ¢ Operational
e Senior Management ¢ Financial Reporting
¢ Enterprise Risk Council e Compliance
¢ Risk Owners
e Business Leaders
. Assess & /
Communicate Profile
alutic Measurement
Develop / e Likelihood
* Take Ensure e Impact
. I::ztsfer Response * Assign Risk Owners &
e Terminate PrOf”e RiSkS
e Transparency
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COsoO
Framework

MC

Sponsor

UPS Risk
Categories

ERC
Sponsor

Risk Sub-
categories

> Compliance
C- Suite

Ethics &
Compliance

Suite

Human
Resources

C- Suite

Information
Technology

UPS Enterprise Risk and Control Framework

Operations/Infrastructure

C- Suite

Legal &
Public Affairs

C- Suite

Operations

C- Suite

Sales &
Marketing

C- Suite

Security /
Sustainability

C- Suite

Corporate
Governance

Strategic
C- Suite

Communications /
Brand
Management

C- Suite

Strategy

Reporting
C- Suite

Finance &
Accounting

VP Level VP Level VP Level VP Level VP Level VP Level VP Level VP Level VP Level VP Level VP Level
Addres.smg Company Culture Architecture CDmp(.EtltIOI’\ / Acqu|5|t!on Competition Aviation Security Audit Quality Acvertisernents Busmess_ GBS
Allegations Antitrust Integration . Concentration Processes

Branding &
T - Reputation -
Gy |fanc.e . . Global Business Contract e Bu5|Anes.s Board DraTTUTTE T . Bu5|ngss
Communication Diversity N Asset Utilization Customers Continuity R > Business Model Information &
L Services Management - Effectiveness Reputation .
& Training (Crisis Mgt.) Analysis

COWP'I?HCE Health & I.T. Change Geopolitical Distribution & CustQmer ECard Strlljcture Communication Growth Capital

DRI Welfare Benefits Management Concerns Warehousin, RelEEie) Exerigiled il (EmEloresd Strat Management
Reporting E e Customer Support Leadership Customer) rategy e
Compliance HR Resource . . . A q

. . L.T. Asset Government Energy Customer Operational Risk Oversight & . Industry Commodity Price
el & IRRIEES €4 Management Investigations Management Technolo, Securit Management A IRy Trend: Impact
Procedures Procedures e & g 8y Y g renas p
i .T. Busi ) o "
GanfiEme Occupational el L!smless Government Environmental E-Commerce/ Sustainability . . Me.rg_e_rs/ Compllam?e
Program Health & Safety Continuity Uncertaint Concerns Internet Strategy E — Public Relations Acquisitions/ w/Accounting

Assessment Management Y Divestitures Standards
GanrlEmes Retlrem_ent 2 L.T. Contracting & Intellectual Facilities and . Social Organization " .
Structure & Pension R X Market Research Terrorism Credit Rating

. Outsourcing Property (IP) Equipment Concerns Structure
Oversight Programs

Ethical Cultur Labor &

,t, e @i Performance & . Rtz Marketing 5 . Scenario Customer Credit
Tone at the Compensation |.T. Operations Employment Management Programs Social Media Plannin Polic

Top” P Issues (Ground / Air) 8 EmHTE v
I.T. Physical
Regulatory Talent Pipeline/ Enviro::rllceanti(l Laws and Operational Marketing Strategy Economic

Compliance Recruitment Sy Regulations Planning Strategy Communication Conditions
Recordsl& Retention / L.T. Problem thlgatlon & Operations Product Technology Financial Asset
i cmaciol Succession Management Dispute Management Development Strate Investment

Management e Resolution 8 P! 3

Training and I.T. Project Privacy and Operational RS Third Party/ Financial
R Ny Management / X
Development Management Security Laws Reporting Prieing Joint Venture Statement Fraud
Union Labor/ I.T. Records Opelations Visi Missi Insurance and
- Public Affairs Performance Sales Strategy sion, vission, R
Workforce Issues Management and Values Hedging
Management
Privacy and Data Investor
Protection Relations
Planning/
Technology R
Licensing Budgeting/

Forecasting

Procurement

Taxation




UPS Consolidated Risk Profile - lllustrative

Likelihood
M

Sample Risks

FCPA

Healthcare

Pensions

IT Risks

Strike / Work stoppage
Regulatory Risks

Competitive Challenges

Impact

Trends in Product Mix
Fraud
Network Security

Revenue Concentration
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Risk Identification & Quantification

Actuarial/
Statistical
Analyses

Risk

Field Presence/ Scenario

Oversight Analysis Mapping

ERM Survey
Process

D
Risk Profiles ata

Analytics

Comp. Safety
Evaluation

Facility Audits
PE/Outside
Consultants

Security Audits

Ground Ops
Telematics

Outside Risk
Control Consult

IT Data
Security Audits

) Shipment Data
Environmental

Audits

Business Proces
Reviews

Regulatory
Compliance Review

Safety/Risk MIS
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Example of Data Analytics from Ground Operations - Telematics

1 Sensors capture information about the vehicle, its route, and its driver actions
related to speed, backing up, seat belt use and more.

2 Data is uploaded when driver returns to building and turns ignition off.

- Reverse = Dispatch * Bulkhead door
Sensor planning * Seatbelt
= Address = |dling
validation * Backing up

Wirelass
LISE Basa Station

Analyze daily

driver travel = Vehicle
path for diagnostics
afficiancy » Conditional

improvement maintenance Aw



Example of Data Analytics in Ground Operations - Telematics

Technology powers logistics
and makes our business more
productive and efficient.

Alternative Fuel and
Technology Fleet

A “rolling laboratory” of nearly 2,700 alternative
fuel/advanced technology vehicles, including
electrics, electric hybrids, hydraulic hybrids,
natural gas (propane, LNG, CNG), biomethane,
and ethanol,

ORION

Risk Knowledge. Industry Advantage.

We've begun implementation of our On Road
Integrated Optimization and Navigation (“ORION")
system, which employs advanced algorithms to
determine the optimal delivery route on a daily Engine Data GP Sensog Data DIAD Dt Map Data
basis while meeting service commitments. :

Safety e

Safety Telematics helps ensure .
seatbelt compliance, and that mnas
bulkhead doors are properly closed. L]

_l
ding Left Tur ‘3‘
_l
Il B
L .

Sensors throughout our vehicles generate data that help
us plan smarter routes—and help our people learn more
fuel-efficient driving techniques, Each night we upload the

2 ® day's driving data to look for the next opportunity to get
ups sma‘t Plckup move efficient, and for vehicles that need maintenance
to keep running clean and safe.
UPS Smart Pickup® is a scheduled pickup
option that automatically notifies a UPS —
diiver when you have processed a shipment.
=

By requiring UPS to come only when a
package is ready to ship, customers help
save fuel and reduce emissions

—_
.
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CEOC (GL55) Functions & Features

= Permanent set up with 24-hour controlled access
® One 119" HDTV Projection Screen

= Live TV feeds to six 50” plasma displays

= 26 workstations and 4 guest seats

=  Wired microphones at each workstation

= Built-in audio conferencing capability

= Data/Power/Telephone connection to each workstation
® Raised platform flooring

= Portable audio visual control panel

®= HVAC unit for room

® Motorized shades

= Wireless capability

= 2nd Floor CEOC meeting room with phone, LAN and data
display located directly above CEOC
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UPS Risk Transfer Structure - lllustrative

(not drawn to scale)

Global
Aviation
Global Global
Property/Cargo/ General
Warehouse LL Liability

Global
Crime

AAAAA

Global us Global
Auto/Motor Employers US Workers Employment
Liability Liability Compensation Practices Liability

International
Employers
Liability




UPS Insurance Companies (Captives)

. Atlantic Oc mans
USVI Captive - UPINSCO, Inc. Bl < o ..f.\.,.
Wholly Owned Single parent captive formed in 1994 \v-‘-
»  Workers Compensation = 3
> Aviation - (Risk Fully Reinsured) :“%& éi\:b% m
»  Property and Crime Anlie .. ‘
»  Cargo & Warehouse Legal Liability ﬁm‘"' Virgin ]slands @
> TRIPRA (US Terrorism)
> Customized Package/Cargo Insur. - UPS Shippers
=
Dublin Captive - UPS International Insurance. Ltd.
Wholly Owned Single Parent Captive Formed in late 2002
Direct Writing EU Captive
o *;‘“‘"*ﬂ“,..,,,.c j;:: > Motor Liability
_-_,-‘-.JT:;.E’{“‘“&,N.,MM > General Liability
e i b > Employers Liability
o ﬂ\% e ne BT > Property and Cargo/Warehouse Liability
: 1% S _’,'mm-__;,k&;;qf“ > Crime
LS o yiemion > Personal Accident (AD&D)

Wheides v " g Y > Pending / International Employee Benefits

= S Limﬂulr.flnsn'lr (4

« Shov “ WE&F'."ID

2 i
(8 2 .It ;', !
?:y‘aff::;on.&gem e
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How UPS Sells Risk

Long Term Partnerships with Insurers:
— Annual underwriter meetings led by Risk Management
— Annual strategic relationship meetings
— Numerous site visits/facility tours at key UPS locations

Our People

Our Processes
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Our Technology




The Future

Emerging Markets

Emerging Risks

Risk Knowledge. Industry Advantage. Aw
Aon Advanced Risk Finance Conference | Wednesday, 9 October 2013



	Global Risk Financing Case Study - UPS
	UPS Global Snapshot
	Slide Number 3
	 Global Risk Management Department Structure
	How UPS Manages Risk – Key Functional Areas
	Slide Number 6
	Slide Number 7
	Slide Number 8
	Risk Identification & Quantification
	Slide Number 10
	Example of Data Analytics in Ground Operations - Telematics
	CEOC (GL55) Functions & Features
	UPS Risk Transfer Structure – Illustrative�(not drawn to scale)
	UPS Insurance Companies (Captives)
	How UPS Sells Risk
	Slide Number 16

