Leveraging Our Resources to
Make Our World Better

Our Commitment to Global Citizenship



Our investments in philanthropy and volunteerism are among the most
important we make. Through them, we're touching people one at a time
and building momentum for change that is positive and lasting.

Xerox Foundation

Since our earliest days, philanthropy has been part of the fabric

of the Xerox culture. We invest our money, time and talent in our
areas of focus: education and workforce preparedness, science and
technology, employee and community affairs, sustainability and
environmental affairs, national and cultural affairs, and matching
gifts and memberships. In 2007, the Xerox Foundation, the arm of the
corporation that manages our philanthropic efforts, invested more
than $12.5 million in 555 organizations. That was up 4% over 2006.

Education and Workforce Preparedness

Xerox invested 20.2% of our grants in education and workforce
preparedness. We announced a major new effort in this focus area

in 2006 —a $1 million grant payable over four years to the National
Academy Foundation (NAF). Along with the Gates Foundation and
Verizon, Xerox has become a charter founder of an effort to establish
pre-engineering programs in more than 100 high schools in 22 urban
cities. The goal is to encourage and enable underrepresented minorities
to pursue university engineering degrees. Ten pilot Academies of
Engineering were opened in 2007, and the initial feedback has been
very positive.

At the other end of the education spectrum, we launched the Xerox
Fellowship Program at the Massachusetts Institute of Technology. Over
a three-year period, $1 million is being invested to provide fellowships
to exceptional doctoral students in engineering.

We also continued to manage three programs with a common theme —
providing educational access to underrepresented minorities:

» Our Black College Engineering Liaison Program provided 13 grants
during 2007 to schools such as North Carolina A&T, Howard
University and Spelman College.

» Our Hispanic College Liaison Program provided 23 grants during
2007 to schools such as California Polytech, the University of Texas
and the University of Puerto Rico.

» Our Xerox Technical Minority Scholarship Program provided 122
scholarships to help deserving minority students complete degrees
in engineering.

All these programs are part of a larger Xerox Foundation effort to help
minorities pursue technical degrees and help the United States address
its shortage of scientists and engineers. The programs, in the strategic
interest of the company, provide excellent opportunities for Xerox
people to be involved on campus and enable us to recruit from a highly
motivated and talented pool of technical people. We invested some
$800,000 in these three programs in 2007.

Other investments in the focus area of education and workforce
preparedness included Teach for America, Prep for Prep, the National
Action Council for Minorities in Engineering, Monroe Community
College, United Negro College Fund, Posse Foundation, Hispanic
Scholarship Fund and INROADS. The Xerox Foundation also awarded
21 National Merit Scholarships.

Science and Technology

Xerox invested 20.6% of our grants in the area of science and
technology. Organizations supported by the Foundation included

The Cleveland Clinic, FIRST, Connecticut Science Center, New York Hall
of Science, and Rochester Institute of Technology.

Included in the science and technology program area is funding of the
Xerox University Affairs Committee. The committee — which consists
of about a dozen Xerox scientists from around the world — made 42
grants to 33 university science programs. The Foundation provided
approximately $800,000 to this effort.

Each grant is championed by a Xerox scientist from the United States,
Canada, Ireland, the United Kingdom or Spain. Universities outside
the United States received 13 grants. All 33 universities are conducting
research aligned with the long-term strategic interests of Xerox. In
2007, Xerox hired three graduate students as a result of the program
and hosted 11 interns. In addition, Xerox scientists, and the professors
we funded, co-authored and published 36 research papers in leading
academic journals.
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Environmental Affairs

Xerox made 3.5% of our investments in the new category of
environmental affairs, which is anchored by a $1 million grant payable
over three years to The Nature Conservancy. The grant is aimed

at efforts to advance sustainable forest management. The Nature
Conservancy is working to identify and incorporate biodiversity
components into the forestry standards by which our paper suppliers
are certified, and provide data and tools to enable paper suppliers to
simultaneously meet their business objectives and do the right thing.

Other investments in this focus area include: Outward Bound which
teaches respect for the environment to young people, the Mill River
Collaborative in Stamford, Conn., The Maritime Aquarium in Norwalk,
Conn., SUNY College of Environment and Forestry, SoundWaters, and
many other organizations and institutions that work toward the goal
of a sustainable world.

Employee and Community Affairs

An additional 14% of our grants went to the areas of employee and
community affairs which include organizations such as the Inner City
Foundation for Charity, Volunteer Legal Services (located in Rochester,
N.Y., Chicago, Ill, and New York, N.Y.), Junior Achievement and Habitat
for Humanity.

Under the umbrella of employee and community affairs, the
Foundation manages two employee volunteer programs:

Social Service Leave enables a select group of employees to volunteer
full-time and at full pay. In 2007, six employees participated in the
leave program. The projects they supported included helping improve
the administrative processes at an adoption agency, creating an online
database for an agency that helps mentally ill people become self-
sufficient, and helping a cancer support organization to improve its
financial resources through fundraising. Over $500,000 was spent on
the Social Service Leave Program in 2007.

The Xerox Community Involvement Program marries the voluntary
spirit of our people with Xerox funding to participate in the betterment
of the communities where we work and live. In 2007, the Foundation
invested approximately $900,000 in the program, and 9,075 Xerox
people participated in 575 projects.

In addition, Xerox people give their time and talent to encourage the
next generation of scientists and engineers by mentoring teams of
students who compete in the FIRST robotics program. For 40 years,
Xerox people have volunteered at elementary schools to teach classes
that show the “gee whiz” creativity of science and technology through
the Xerox Science Consultants Program. The company also sponsors an
invention competition for elementary school students that celebrates
the ingenuity of children’s innovative spirit. More than 2,000 students
are touched by this effort each year.
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Xerox volunteers worked with Gerhardt Ministry Center to rebuild a
dilapidated building in Rochester, N.Y. After volunteering hours of
personal weekend and evening time, workers transformed the inner-city
building into a vocational center for youth offering counseling and
career training programs.

Xerox Canada supports Imagine Canada as a Caring Company,

and through its commitment, gave back 5% of its pre-tax profits to
support charitable organizations. Xerox Canada encourages employees
to participate in their community by granting a day off from work
annually to volunteer with local non-profit organizations.

In Poland, through the “Xerox — Better Start!” program, students from
18 to 23 years of age team up with Xerox employees to learn first-
hand about working at a large global company. The students, who are
orphans and/or physically handicapped, gain on-the-job experience
from their Xerox mentors and leave the program with the skills
necessary to begin their professional careers. In return, Xerox is able
to identify talented, future employees.

Xerox Ireland worked with the “Supporting Immigrants Seeking
Employment Initiative” to provide 26 weeks of work experience for
Nigerian immigrants. The immigrants worked in the print production
office and walked away from the experience having gained a full salary,
subsidized both by the Irish government and Xerox, and valuable work
experience necessary to secure residency status.

United Way

Some 137 United Ways in the United States received 19.2% of our
investments — including $1 million to the United Way of Rochester,
N.Y., home to the largest population of Xerox employees. In addition
to the Foundation grants, Xerox employees donated an additional
$1.4 million of their own money. With Xerox Foundation and Xerox
employees, United Way donations totaled $3.7 million.

National and Cultural Affairs

Xerox made 11.2% of our investments in the areas of national

and cultural affairs. Xerox provided support to arts and cultural
organizations such as the Martin Luther King Memorial in Washington,
D.C., Dance Theater of Harlem, International Civil Rights Museum,
Boston and Connecticut Ballet, Library of Congress, Connecticut Grand
Opera, Kennedy Center, Lincoln Center, Ballet Hispanico, Rochester
Philharmonic Orchestra, Garth Fagan Dance, and many more arts
institutions in communities where our people work and live.

Institutions addressing a variety of national issues also are part of

our investment portfolio. These included the National Urban League,
National Child Labor Committee, Catalyst, American Foundation for
AIDS Research, Lawyers” Committee for Civil Rights Under Law, NAACP,
Partnership for a Drug-Free America, Association for Hole in the Wall
Gang Camps, Center for Advancement of Women, Paralyzed Veterans
of America, Internet Keep Safe Coalition, National Center for Addiction
and Substance Abuse, Anti-Defamation League and Institute for
Student Achievement.



Matching Gifts

We invested 4.2% of our budget in matching gifts to colleges and
universities. More than 500 institutions received matching gift funds.
The top five beneficiaries of this program for 2007 were the University
of Rochester, Rochester Institute of Technology, University of Notre
Dame, Rensselaer Polytechnic Institute and Cornell University.

Memberships

Membership payments accounted for 7.1% of our total allocation.
Non-profit organizations in which Xerox is a member include the
Business Roundtable, the Council on Foreign Relations, the Information

Technology Association of America, the Conference Board, the
American Electronics Association, the United Nations Association
and the National Minority Supplier Development Council.

Staying Current

Because we are aware that the state of corporate philanthropy
continues to evolve and mature, and staying current with the latest
thinking and practices is important to us, Xerox people are active
participants in groups such as the Committee Encouraging Corporate
Philanthropy, the Business Roundtable, the Conference Board'’s Council
of Corporate Foundation Executives, Business for Social Responsibility
and the U.S. Chamber of Commerce’s Center for Corporate Citizenship.

Time Well Spent:

Xerox Employees Fulfill Their Passions Away from the Office
Monica Milstead may have never adopted her son had it not
been for the Xerox Foundation’s Social Service Leave program.
The program, believed to be the oldest of its kind in American
business, has given over 500 employees permission to pursue
their lives’ passions without sacrificing their income since its
inception in 1971.

Fifteen years ago, Milstead took a pause in her fast-track sales
career to spend one year working with ARK Services for Abused
Children in Orange, Calif. where she helped raise $70,000 for the
organization. So moved was Milstead by the 3,000 foster children
in her community needing basic support, guidance and love that
she became a foster parent at the end of her year’s service and
adopted her son two years later.

Today employees continue to take advantage of the Social Leave
program which offers a fully-paid leave of absence to employees

to work full time on social action projects of their own design and
choosing. Underwritten by the Xerox Foundation, the sabbaticals
put the expertise and experience of our employees to work in
communities all around the country.

In 2008, Rod Forte is one of six employees continuing the tradition
to work with Foodlink, a Rochester, N.Y. food bank. Rod will use

his management expertise to re-engineer Foodlink’s sorting and
distribution process to reduce costs and improve the functionality
of its warehouse.

Some 30 years ago, the sentiment expressed by former Xerox
CEO C. Peter McColough in a letter announcing the program still
rings true today, “Each year we contribute several million dollars
to worthwhile institutions and projects. Yet we don’t think that’s
enough... so we decided to offer what we can least afford to give
— the full-time service of Xerox people.”
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Green Griefl Are You the Office
Environmental Offender?

Do you consider yourself environmentally aware?

Are you the Chief Recycling Officer of your household?
What about at work?

Results of a North American survey conducted by Harris
Interactive to measure environmental consciousness in the
workplace found that work colleagues may have some strong
objections to those who don’t walk-the-green-talk at the office.

Almost 40% of U.S. respondents said their number-one office
environmental pet peeve was mindless printing resulting in
abandoned pages at the printer, followed closely by leaving the
lights on in unused offices (37%).

The Full List
The top ten environmental pet peeves among U.S. office workers:

1. Mindless printing resulting in increased waste (40% )

2. Leaving lights on (37%)
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3. Lack of recycling bins (33%)

4. Excessive air conditioning in summer and heat in winter (29% )
5. Excessive use of paper products, like cups, plates, etc. (27% )

6. Coworkers not recycling (27% )

7. Coworkers not printing double-sided when they can (24%)

8. Too many cover sheets when faxing or printing (24% )

9. Having to store paper copies of existing electronic files (24% )

10. Leaving computer on and not powering down when going
home (23%)

For smarter ways to “green” an office of any size, visit
www.xerox.com/environment.



Marketing Communications: Pappas MacDonnell, Inc., Southport, CT

Xerox Corporation

45 Glover Avenue

P.0. Box 4505

Norwalk, CT 06856-4505
203.968.3000

WWW.XErox.com or by phone:
800.ASK.XEROX (800.275.9376)

The Xerox Foundation:
203.849.2478
e-mail: evelyn.shockley@xerox.com

Diversity programs and EEO-1 reports:
585.423.6157
www.xerox.com/diversity

Minority and Women-Owned Business
Suppliers: 585.422.2295
www.xerox.com/supplierdiversity

Ethics Helpline: 866.XRX.0001

(North America; International numbers
0N WWW.XErox.com)

e-mail: ethics@xerox.com

Environmental, Health and Safety
800.828.6571 prompts 1, 3
WWW.Xerox.com/environment

Governance: www.xerox.com/govemance

Questions from Students and Educators:
e-mail: nancy.dempsey@xerox.com

Xerox Innovation: www.xerox.com/innovation
Shareholder Services: 800.828.6396

To comment on this report:
e-mail: citizenship@xerox.com
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