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Introduction

“| said before that we had reached a crossroads at Royal Mail. Now that we have
a negotiators agreement with CWU that will shortly go out to ballot, and thanks
to the good progress made on our five-point plan to stabilise Royal Mail, our
destination is coming into sight.

“There is now a clear path towards a more competitive and profitable Royal Mail,
delivering improved services for our customers whilst further reducing our
environmental impact. Importantly, if ratified, the CWU agreement provides
greater job security and increased rewards — through both pay and profit share
— for our employees. Successful delivery of the agreement will be key.

“Quality of service has been significantly affected by industrial action and high levels of
absence. | am sorry that we have not delivered the high standards of service our
customers expect. Improving quality of service is our top priority.

“GLS has a proven track record of growth, solid margins and cash generation,

“So as we enter 2023-24 we have grounds for optimism. The economjic climate
remains challenging, and Royal Mail faces the task of rebuilding business from

the damage caused by industrial action. To do this successfully andjplan for the

long term, urgent reform of the Universal Service Obligation is essential. Our planiis to
return to group profitability this year but also seize the opportunity for both businesses
to deliver ongoing profits thereafter, to the benefit of both our employees, customers
and shareholders.” ‘

Keith Williams, Independent Non-Executive Chair
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Strategic Report

Who We Are

International Distributions Services plc is
a holding company. The group structure
(the Group) includes two separate operations,
our UK-based operation, which includes Royal Mail
and Parcelforce Worldwide (Royal Mail), and
our international operation, General Logistics
Services (GLS).

Our purpose
To connect customers, companies and countries.

Our values

Our values, which shape our culture, underpin everything
we do. We focus on our customers and on providing reliable
and convenient value-for-money services. We want our
people to be proud to work for our businesses.

Royal Mail

N GLS

‘Be positive — about Reliability
what we can achieve.

-, Security
Be brilliant - for
our customers. Transparency
Be part of it — each Flexibility
one of us is responsible. Sustainability

~

_Our ambition
To build a more balanced and diverse international business.

Our business

We provide postal and delivery services across
our extensive networks.

Where we operate

Royal Mail operates throughout the UK and offers letter
and parcel delivery services internationally. GLS has a
growing international footprint which currently includes
around 40 countries and nation states.

@ International Distributions Services plc
Annual Report and Financial Statements 2022-23

2022-23 Performance

Segmental revenue percentages

£12,044m

Group reported operating loss figures

£(748)m

Group revenue percentages (parcels and letters)*

£12,044m

1. Reflectsintragroup revenue eliminations of £17m split
between Parcelforce Worldwide (E14m) and GLS (£3m).
{2021-22: intragroup revenue was £21m split between
Parcelforce Worldwide (£16m) and GLS (E5m)).

2. Parcelrevenue includes GLS freight revenue.
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Royal Mail

GLS

Collects, sorts and delivers letters
and parcels.

As the UK's sole designated Universal
Service Provider' Royal Mail delivers

a ‘one-price-goes-anywhere' service on
arange of letters and parcels to around
32 million addresses across the UK.

Parcelforce Worldwide is a leading provider
of express parcel delivery services."

Royal Mail parcel/letter revenue split

Collects, sorts and delivers parcels.

One of the largest parcel services providers
in Europe, with a growing presence in

North America. GLS seamlessly connects

its customers and communities with millions
of parcels every day.

GLS revenue by region

Parcels 53%

Letters 47%

Other information

Europe 87%

North America 13%

Other information

Local Connect Network
(Customer Service Points
and Post Offices)

c.11,000

Employees®

¢.130,000

Vehicles

¢.53,000

Mail Centres

37

Employees

¢.22,000

Pick-up/drop-off points

c.47,000

Depots (including
franchises and agencies)

c.1,600

Network hubs?®

c.120

1. Under the Postal Services Act 2011, Ofcom is the regutator for postal services in the UK.
Ofcom'’s primary regutatory duty for postal services is to secure the provision of the Universal
Postal Service. Ofcom has designated Royal Mail as the Universal Service Provider.

2. This number represents permanent employees and employ gaged on fixed-term
contracts, including in the various separate UK subsidiary companies.

3. Includes ltatian franchises.

International Distributions Services plc
Annual Report and Financial Statements 2022-23
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Chair’s Statement

Keith Williams\
Non-Executive Chair

2022-23 Group Financial Highlights

Revenue'

£12,044m

2021-22: £12,712m

Reported

operating loss'

£(748)m

2021-22: £577m profit

Adjusted operating loss'

E(71)m

2021-22: £758m profit

Reported

basic earnings per share'

(91.3)p

2021-22: 61.7p

Adjusted
earnings

basic
per share'

(205)p

2021-22: 60.0p

FY dividend

Nil
2021-22:

Net debt

.0p

£1,000m

2021-22: £985m

o)

International Distributions Services plc
Annual Report and Financial Statements 2022-23
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Overview

A challenging operating environment persisted throughout 2022-23.
Macro-economic headwinds and the unwind of temporary benefits from
COVID lockdown restrictions resulted in lower parcel volumes year on year
for both Royal Mail and GLS. The Board would like to thank all of our
colleagues across Royal Mail and GLS who have worked over the past
year to keep people and businesses connected.

Quality of service in Royal Mail has been significantly affected by
industrial action and high levels of absence. | am sorry that we have not
delivered the high standards of service our customers expect. Improving
quality of service is our top priority.

At the start of this year, and again at the interim results, | said we were at
acrossroads. Whilst GL.S was performing well, and we had confidence
that its flexible business model would continue to demonstrate resilience, we
needed to accelerate and broaden the scope of change in Royal Mail to
meet the demands of our customers, deliver real efficiency savings and
remain competitive to support sustainable growth and secure jobs for the
future. Given the failure of talks with the CWU and the prospect of
damaging strike action, all options remained open, including business
separation, to preserve the value in GLS and to bring about the change
necessary in Royal Mail. The group structure and name change to Internationat
Distributions Services plc was important to demonstrate that the Board
will not cross-subsidise Royal Mail if its position is not sustainable.

| am pleased to say we have moved on from the crossroads. We now
have more options to deliver change and progress has already been
achieved in Royal Mail in the second half of the year. Following industrial
action, we served notice in September 2022 on a number of historic CWU
agreements and policies which were delaying transformation, to move to
amore modern industrial relations framework. This allowed us to move
ahead with elements of our change programme during the second half.
Accordingly, we were able to complete revisions across all delivery and
processing units and right size the workforce to current workload, with far
fewer people leaving under voluntary redundancy than anticipated. As a
result, we are starting the current year with 10,000 fewer full time
equivalent employees (FTE) than last year, with an anticipated benefit in
2023-24 of £150 million. There are further revisions to come during the
course of the current year.

In reaching an agreement with the CWU on pay and change in April 2023, which
members are still to vote on, we have the opportunity for further operational
efficiencies. Assuming the Business Recovery, Transformation and Growth
Agreementis ratified, it provides a path towards making Royal Mail more
competitive, with adjusted operating profits, excluding voluntary redundancy
charges, startingin 2024-25, by improving services to our customers and
further strengthening our environmental performance. The agreement
provides for pay increases over the two years to March 2025 at a cumulative
cost of ¢. £600 million, which is expected to be broadly covered by cost
efficiencies, with changes to working practices, network changes and
attendance policies introduced successively over the next 24 months. These
changes will also provide greater working flexibility which is expected to
improve quality.

. Reportedresults are prepared in accordance with International Financial Reporting Standards
(IFRS). In addition, the Group's performance is explained through the use of Alternative
Performance Measures (APMs) that are not defined under IFRS. Management is of the view that
these measures provide a more meaningful basis on which to analyse business performance.
They are also consistent with the way financial performance is measured by management and
reported to the Board. The APMs used are explained on pages 238 to 242 and reconciliations to
the closest measure prescribed under IFRS (and in the case of GLS reconciliations between the
Group’ functional currency of Sterling and Euro) are provided where appropriate.

2. Asreferenced in Royal Mail's ESG Report 2021-22, page 9.
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At the same time, these changes should also support revenue growth by
improving our service offering — for example, next day products. Royal
Mail already has the lowest carbon footprint per parcel among UK
parcels companies? and these changes will help us diminish our
dependence on air transport and further reduce carbon emissions,
improving our environmental position. The agreement also provides for
joint worlting on an approach to the regulator and Gevernment on the
much needed modernisation of the USO. In the longer term, the
agreement also confirms new starter terms and conditions which will be
important in reducing our cost base over time. Delivery of the plan will be
key, with continued investment in Royal Mail contingent on delivery of
operational change and a recovery in revenue following the impacts of
industrial action.

Turning to GLS, it delivered a good performance, despite the tough
macro-economic backdrop, offsetting almost all cost increases through
efficiency and pricing, as well as the impact from acquisitions, delivering
broadly.flat adjusted operating profit year onyear. GLS has a proven track
record of delivering top line growth, solid margins and good cash generation.
The business has continued to successfully execute on its strategy during
the year, and despite the economic downturn and consequent drop in parcel
volumes, margins are still significantly above pre-COVID levels. We have
made great progress in turning around underperforming countries,
particularly Spain, which is now delivering sustainable operating profits and
has just opened its new Madrid hub, and France which has now reached
breakeven. We are taking further measures to improve our performance in
the US. Its flexible operating model, broad customer base and geographic
diversity provides a strong platform for further organic and inorganic
growth. Over the medium term, GLS is targeting €500m operating profitin
2026-27.

Over the last two years, around two thirds of our investment has been
directed at modernising Royal Mail. With around 80% automation and the
second SuperHub opening this Summer, the Royal Mail business is
ending a significant period of capital investment. We need to leverage
those investments going forward, which our change agenda is designed to
do. Accordingly, there will be a switchiin investment focus to GLS, with
Royal Mail capital expenditure scaled back to around £200 to £250 million a
year, whilst GLS investment willincrease as it develops its last mile
proposition, including an expansion of lockers, and invests in new
markets and services. GLS remains focused on securing and optimising
its long-term growth prospects and continues to invest for growth,
diversification and long-term margin expansion.

The Group will continue to operate a conservative capital structure.
Liquidity at the end of the year was around £1.7 biltion.

Looking forward, we therefore have grounds for optimism. We have a
plan that shows a return to group profitability next year and both
companies in profit the year after. This is not only good for investors it is
good for customers ~ increasing our ability to improve services and quality
- and good for employees in retaining job security.

Financial performance

Group revenue declined by 5.3%, driven by the decline in Royal Mail.
Group operating loss was £748 million on a reported basis'

(2021-22: £577 miillion profit) reflecting the impairment charge in Royal
Mail in addition to business performance during the year. Group adjusted
operating loss' was £71 million (2021-22: £758 million profit), driven by
losses at Royal Mail. GLS adjusted operating profit in Euros was up slightly
year-on-year to €403 million. Group adjusted basic loss per share was 20.5
pence (2021-22: 60.0 pence earnings per share). On a reported basis, Group
loss per share was 91.3 pence, (2021-22: 61.7 pence earnings per share).

Capital allocation and dividend

The Group's in year trading cash outflow was £34 million (2021-22

£519 million inflow) and on a pre-IFRS 16 basis in-year trading cash
outflow was £213 million (2021-22: £353 million inflow), driven by Royal
Mail trading performance. Net debt (pre-IFRS 16) was £181 million as at
26 March 2023 (£150 million of net cash at 25 September 2022,

£307 million net cach at 27 March 2022). The maintenance of a
conservative balance sheet has always been at the heart of the Group’s
capital allocation policy and the Board considers the Group's net debt
position as robust, both in the context of the Group's historic net debt
position and 1.0x net debt/EBITDA is well below covenant limits.

The Group had available liquidity of around £1.7 billion at the end of March
2023, including £773 million of cash and cash equivalents (excluding

£36 million GLS client cash) along with undrawn bank syndicate loan
facility of £925 million.

The Group continues to face uncertainty in respect of the macro-
economic environment. The different positions of our two businesses
mean that the Board will be disciplined in terms of capital allocation and
avoid cross subsidy between the businesses. Royal Mail is still trading at
aloss as it recovers from the impacts of the industrial dispute, and whilst
its performance is expected to stabilise, adjusted operating profitin H1 is
expected to be lower year on year. Continued investment in Royal Mail is
contingent on delivery of its business plan. Royal Mail will look to offset
trading cash outflows in the year with real estate disposals. GLS is performing
wellin spite of the economic headwinds and is stepping up investment in
the short term, to support longer term growth and margin expansion.

The outlook in Royal Mail does pose a risk to the Group's targeted
investment grade credit rating, and we have taken action to maintain the
best possible rating.

Given the performance of Royal Mail in 2022-23, and increased investment in
GLS, the Board has decided not to pay a final dividend in respect of 2022-23.

Board changes

As previously announced, Jourik Hooghe joined the Board with effect from
1 June 2022 and became a member of the Nomination and Audit and Risk
Committees. The Board has benefited greatly during the year from his
strong international strategic, financial and accounting expertise.

On 12 May 2023, we announced that Simon Thompson had informed the
Board of his intention to step down as Chief Executive Officer (CEQ) of
Royal Mail and had resigned from the Board. On behalf of the Board, |
would like to thank Simon for his significant contribution over more than
five years at Royal Mail, both as CEO and previously as a non-executive
director of the Board. As CEQ, his leadership, resilience and unwavering
drive to ensure that Royal Mail transforms for the benefit of our
customers means we have set a clear path to turn the business around.
We are grateful for his dedication and what he has achieved at the
company, and wish him well for the future. As announced on 18 May
2023, Ingrid Ebner will join the Board with effect from 1 July 2023 and
become a member of the Nomination Committee.

Outlook 2023-24

The trading environment continues to be uncertain for both Royal Mail
and GLS. Alt of our markets are impacted by a challenging global
economy, including high levels of inflation and expectations of lower
future economic growth. Against that backdrop, we are targeting a
Group adjusted operating profit in 2023-24. Our detailed Outlook
statement is included on page 70.

Keith Williams
Non-Executive Chair
22 May 2023

International Distributions Services plc
Annual Report and Financial Statements 2022-23

o)



Strategic Report

Royal Mail Operating Review

2022-23 Performance Highlights

Revenue'

£7411m

2021-22: £8,514m

Reported operating loss'

£(1,044)m

2021-22: £250m profit

Adjusted operating loss?

£E(419)m

2021-22: £416m profit

Royal Mail parcel/letter revenue split %

2021-22 parcel/letter revenue split: 56%/44%

1. Reported resull. Reported results are prepared in accordance with {FRS.

2. The alternative performance measures (APMs) used to describe the Group’s
performance, including a reconciliation to reported results, are explained on
pages 238 to 242.

@ International Distributions Services plc
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Overview

The year has been difficult for everyone — our customers, our people,
and our shareholders. The CWU dispute has impacted on our operational
and financial performance, alongside macro-economic headwinds,
including inflation and cost of living increases which impacted consumer
online retail spend and parcel volumes. We also had the negative
impact year-on-year of fewer test kits, as free testing and COVID
restrictions ceased in the UK in the prior year.

The impact of strike action was more significant than we initially
expected when we issued our revised guidance in November. Whilst
we were able to achieve our revised guidance for the year, despite 18
days of strike action, six more than anticipated at that time, and the
impacts of the cyber incident that began in January 2023,

we experienced further parcel market share loss in Q4. We estimate
we lost around 4 percentage points of revenue market share.

However, we did progress with change during the second half of the
year, making good progress on our five-point plan, deploying revisions
in all processing and delivery units and significantly exceeding our
FTE reduction target of 5k, delivering a reduction of 10k as an exit run
rate at the end of March 2023 vs. March 2022, to better match resource
to workload. The CWU Postal Executive Committee has ratified the
Business Recovery, Transformation and Growth Agreement we
reached with CWU in April 2023 and we hope that this will be
approved by CWU members. This agreement contains further
opportunities for change which will deliver efficiencies, help us to
improve quality and support revenue growth.

If CWU members vote in favour of the deal, we will work with the
CWU on implementing a number of the changes within our
agreement including some important short-term items, although the
benefits of these changes will largely be delivered in 2024-25 and on
into 2025-26. Therefore, our trajectory in the second half of this year
will be critical in demonstrating progress, giving confidence in
execution and underpinning delivery of the full benefits of the deal for
everyone.

In the shorter term, we will start to rebuild Royal Mail, rebuild trust with
our customers and employees, improve quality of service and begin to
recover the parcel market share loss. We will continue to deploy
revisions, optimise our costs to match volume, and leverage the
investments we have made in our network.
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Operational performance

In 2022-23 Royal Mail revenue decreased 13.0% to £7,411 million. This
was driven by a 18.5% decline in parcel revenue impacted by industrial
action, weaker online spend as the high inflation environment affected
consumer spending and lower test kit volumes. Letter revenue also
declined by 5.7%, reverting to the trend of long-term structural decline.
Revenue from parcels accounted for 53% of total Royal Mail revenue
(2021-22: 56%). Reported operating loss was £1,044 million

(2021-22: £250 million profit) and adjusted operating loss was

£419 million (2021-22: £416 million profit). The adjusted operating loss
excluding voluntary redundancy charges was £386 million, which
compares to our guidance range of a £350 million to £450 million loss
and expectation in January 2023 that we would be around the
mid-point of that range, subject to potential customer attrition in Q4.

In-year trading cash outflow was £306 million (2021-22: £280 million
inflow) and pre-IFRS 16 was £410 million outflow, compared to an
inflow of £178 million in the prior year. Gross capital expenditure
decreased by £186 miltion to £255 million as we focused on maintaining
liquidity and cash conservation given the ongoing industrial action
and business performance. While we had to make some difficult
decisions on prioritising expenditure, we continued to invest in our
second new parcel Super Hub and increased parcel automation
across our network. Further detail on our performance is included in
the Financial Review.

Parcels

Domestic parcel volumes (ex. international)* decreased by 22%
reflecting a reduction in COVID test kit deliveries, ongoing macro-
economic headwinds and industrial action. Compared to pre-pandemic
levels (2019-20) domestic parcel volumes (ex. international) increased
by 2%. Volumes for our premium products, Tracked 24® / 48® and
Tracked Returns®, declined by 21% (2021-22: 17% growth).

Domestic parcel revenue (ex. international) decreased by 19.8%, reflecting
volume declines partially offset by price increases and mix.

International parcel volumes?, including import and export parcels
for Royal Mail and Parcelforce Worldwide, were down 7% year-on-
year, a result of global economic situation, and to a lesser extent, the
cyber incident in January 2023. International parcel revenue®
decreased 12.2% year-on-year.

Letters

Addressed letter volumes (excluding elections) were down 9%,
reflecting a return to long-term structural decline. Advertising mail
volumes were down 8% year on year, while consumer and small
business mail volumes declined 21% driven by a significant drop in
stamped letters volumes, which was particularly impacted by 10
days of industrial action during the peak Christmas period
(November and December 2022). Business mail volumes declined
5%, offset by price increases which led to revenue growth of 4.6% in
that segment. Total letter revenue was down 5.7%, benefitting from
pricing, offset by volume decline and mix effects.

Compared to pre-pandemic levels (2019-20) addressed letter
volumes (excluding elections) were down 25% reflecting the
continued structural decline in the letters market.

Costs
Reported operating costs of £7,963 million decreased by 3.7%.
Total adjusted operating costs decreased 3.3% to £7,830 million.

Adjusted people costs decreased 3.1%, due to volume related
savings, pay abatements as a result of industrial action, a reduction
in voluntary redundancy costs and flow through benefits of savings
delivered through our restructuring programme last year. This was
partially offset by the flow through impacts of the one-hour reduction
in the working week implemented in 2021-22, managerial pay deals
and increases due to changes in the National Insurance Health and
Social Care Levy, as well as the 2% pay award for frontline staff. It
also includes the £500 one-off non-consolidated lump sum payment
for CWU grade employees as part of the Business Recovery,
Transformation and Growth Agreement. Whilst there were no
residual COVID costs (2021-22: £62 million) absence is still higher
than pre-pandemic levels.

Adjusted non-people costs decreased 3.7%. Distribution and conveyance
costs decreased as a result of lower volumes. Infrastructure costs
increased, largely driven by higher depreciation and amortisation
costs, inflation, energy costs and the impact of the cyber incident.
Other operating costs reduced predominantly due to volume related
savings, for example commissions paid to the Post Office. Further
detail is included in the Financial Review.

g

4. Domestic Parcels excludes import and export for both Royal Mail and Parcelforce Worldwide.
5. International includes import and expart for Royal Mail and Parcelforce Worldwide.

International Distributions Services plc
Annual Report and Financial Statements 2022-23
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GLS Operating Review

2022-23 Financial Highlights

Revenue'

£4,600m

2021-22: £4,219m

Reported operating profit'

£296m

2021-22: £327m

Adjusted operating profit?

£348m

2021-22: £342m

GLS B2C/B2B volume split %

2021-22 B2C/B2B volume split: 55%/45%

1. Reported result. Reported results are prepared in accordance with IFRS.
2. Thealternative performance measures (APMs) used to describe the Group's perfermance,
including a reconciliation to reported results, are explained on pages 238 to 242.

/
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Operating Review

We continued to make good progress on our growth strategy and
delivered a robust financial performance in 2022-23.

GLS performed well during the year with revenue growth of 10.2% to
£4,650 million, 8.6% growth in Euro terms, compared to guidance of
high single digit provided in May 2022. This was driven by a
combination of better pricing, and the contribution from the Rosenau
acquisition in Canada. Excluding acquisitions, revenue was up 7.7% in
Sterling. Revenue growth was achieved in almost all markets, with
particularly good performances in Canada, Germany, ltaly and
Hungary. Parcel volumes declined 1% as a result of the unwinding of
positive effects from lockdown restrictions in the prior period, and a
general weakening in macro-economic conditions. B2C share of
volume was 55%, with B2B share at 45%, in line with last year.

Reported operating profit was £296 million (2021-22: £327 million).
Adjusted operating profit grew to £348 million (2021-22: £342 million),
or €403 million (2021-22: €402 million), slightly above the top end of our
revised guidance range of €380 to €400 million given in January 2023
(previously €370 to €410 million). Adjusted operating profit margin
declined by 60 basis points.

During the year, foreign exchange movements impacted revenue
favourably by £69 million and costs adversely by £64 million,
resulting in a net increase in operating profit of £5 million.

We continued to invest in growth and automation to generate efficiency
savings, with capital expenditure of £152 million (2021-22: £162 million).
In-year trading cash inflow pre-IFRS 16 remained robust, at £197 million,
which compared with £175 million inflow in the prior year. In-year trading
cash inflow was £272 million (2021-22: £239 million inflow). Further
detailis included in the Financial Review.

Market performance

Most markets saw a decline in parcel volumes compared to the prior
period but through pricing actions, and good customer retention,
underlying revenue growth was achieved in almost all markets.

Performance in our key markets is highlighted below, with
revenue growth and cost development detailed in Euro terms, (see
APMs on pages 238 to 242) unless stated otherwise.

In Germany, the largest GLS market by revenue, revenues grew by
5.1% despite strong competition and weaker GDP. Revenue growth
was driven by strong price increases that were successfully implemented
to mitigate inflationary pressures, including the impact from the
higher German minimum wage. Operating profit declined slightly

as pricing actions could not fully mitigate cost increases.

In italy revenue grew by 5.6%, benefitting from higher volumes, in
particular international, and better pricing. Operating profit increased
year on year.

GLS Spain continued to perform well, with revenue growth of 4.3%
driven by better pricing and broadly flat volumes. Operating profit
was lower than the prior year, as higher operational costs could not
be fully offset through improved pricing.
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We are pleased with our continued progress in France where revenue grew by 5.2%. Pricing and good cost control offset a decline in volume.
Despite the difficult macro-environment, France was breakeven in terms of operating profit, building on the improvements over the past three
years, and losses have been significantly reduced compared to 2019-20. We expect the business to continue on a positive trajectory.

In the US performance was disappointing, with a revenue decline of 3.4% in USD. This was driven by lower volumes, partly offset by better
pricing, against a weaker market. Final-mile and line-haul costs were impacted by inflationary pressures which resulted in an increase in
operational costs and a higher operating loss than the prior year. Measures focused on a turnaround of the business are in progress, including
a headcount reduction programme which has already been completed, along with measures to lower unit costs and increase sales activity to
drive revenues.

GLS Canada revenue increased by 18.2% (11.5% in CAD) on an organic basis, driven by higher yield, including the benefits of pricing and fuel
surcharges. The integration of Rosenau is on track, and the business is performing ahead of plan. The Canadian business continues to
perform well, delivering margins above the GLS group average.

Other developing markets, where GLS has a high exposure to B2C, continued to grow despite the impact from the war in Ukraine and
inflationary pressures. Revenues were up 7.6% year on year, but operating profit declined, with a negative foreign exchange impact
on both revenue and profit.

International Distributions Services plc @
Annual Report and Financial Statements 2022-23
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Our Marketplace

A number of trends have been driving structural change within our letters
and parcel markets. Since pre-pandemic, parcel volume has increased while
letter volume has declined. In addition, customer demand for convenient

and sustainable services has continued to grow.

o

Key trends driving structural change
Trend
Digita[isation E-commerce penetration continues 0
: to grow as retail stores invest in 25 0
digital platforms over physical decline in letter volume since 2019-20'.
presence. As businesses increasingly
rely on digital forms of advertising 3 60/
and customer communications, UK 0
letter volume decline continues. growth in UK e-commerce
sales 2019-2023
of UK retail sales (excl. food & fuel)
now digitalZ
Savvy customers Customers want fast and convenient 0
delivery and pick-up as well as 8 6 0
great quality of service, all at of UK customers receive
an affordable price. parcel deliveries at homes.
of e-shoppers in Denmark
prefer to use a parcel shop®.
Sustainabi[ity People of all ages are now seeking 0
to engage with responsible 70 0
busin.esses who provide more . UK consumers would prefer a carbon-free
sustainable products and services. delivery over a traditional delivery?.

m International Distributions Services plc

Annual Report and Financial Statements 2022-23
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Our response

~

(Other factors

~

Royal Mail and GLS are continuing to invest in data and technology to maximise the parcel
market growth opportunity, including increasing automation across their businesses,
developing innovative customer apps and enhancing logistical and customs procedures
to ease international shipping.

Royal Mail's Sunday delivery service has expanded from last year when it was only offered
to the business’ large on-line retailers. It is now available to all Tracked 24® users both
account and consumers. Royal Mail has also launched a Sunday Special Delivery
Guaranteed service to offer enhanced levels of security and canvenience for business
account customers during the week.

Read more on pages 16 and 19.

Improving and simplifying Royal Mail's customer offering is a strategic priority. Parcel
Collect, the doorstep collection service, demonstrates the business’ commitment to
continuously make its services more convenient and re-invent the way Royal Mail delivers
to and from customers. Customers can now book Parcel Collect automatically for every
online parcel shipment and are immediately provided with an estimated collection time.
Since Parcel Collect’s launch in October 2020, ¢.20 million parcels have been collected.

GLS continues to invest in its operations to enhance its customer offering. In October 2022,
to further increase operational efficiency and enhance service levels, the business opened
a new hub in Madrid which has a fully automated small parcel sorter. In addition, GLS has
continued to expand its network of convenient customer pick-up and drop-off paints and,
in June 2022, it acquired Tousfacteurs SAS to further optimise the last-mile customer
experience (see page 25).

In response to growing demand for consistent high-quality service, tracking services have
been enhanced across Royal Mail and GLS, and now provide more accurate delivery slots
and in-flight delivery options through a simple text message or email.

Read more on pages 16 to 19.

Recognising the impact our operations have on society and the increasing demand

for sustainable products and services provided by trusted and responsible businesses,
we have increased our focus on sustainability. During the year Royal Mail continued to
progress its ‘Steps to Zero’ environmental strategy, including seeking Science Based
Targets initiative (SBTi) validation for its targets and commitment to achieve net zero
greenhouse gas (GHG) emissions by 2040. GLS has also continued to progress its Climate

Protect environmental strategy, which is aimed at reducing GHG emissions to zero by 2045.

As a large-scale employer in the UK and Europe, we play an essential role in the communities
where we operate, providing a safe, fair and equal opportunity environment to our people.

Read more on pages 26 to 35.

/

w

Annual Report and Financial Statements 2022-23

N

affecting the Group

In the UK, Ofcom regulates Royal Mail's
Universal Service Obligation, a
framework we believe needs updating
to reflect the structural change in the
market (see page 24). Multiple countries
in Europe and their regulators have
recognised the need to modernise

and reform, including France, where

in January 2023, all standard letter
deliveries moved to a three-day service.

There is extensive trade union
membership across our UK
waorkforce and industrial action
during the year has significantly
impacted the Royal Mail business.
Read more on page 6.

All of the markets where we operate
are impacted by the current challenging
economic environment, including high
tevels of inflation, the cost-of-living
crisis and escalating costs.

Prolonged fiscal tightening in our
markets, including minimum wage
legislation and tax policy revisions,
including the tax treatment of
subcontractors, could increase our
costs or further impact consumer
confidence, which could affect parcel
and letter volumes.

J

Addressed letters excluding elections, based on
internal analysis.

Office for National Statistics Retail Sales, March 2023.
IMRG Consumer Home Delivery Review, 2022.
PostNord E-commerce in Europe, 2021.
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Our Business Model

(How we create value )

Customer Transformation
Aiming to provide reliable, convenient and Transforming Royal Mail into a more efficient and better
value-for-money services that customers balanced business to reflect customers’ changing needs.

want. See pages 16 to 19.

Underpinned by ) Our people Our brands
Our people play a key role in our business. Royal Mail and GLS are strong
Fostering a fair, rewarding and values-based and renowned brands.

culture and rebuilding trust with our people and
unions is essential to transforming our business.

Sustainability and responsibility are embedded in how we operate

We seek to operate in a sustainable and responsible way. See pages 26 to 37. Our stakeholders are integral to our success and we engage with them
to understand their issues and concerns. See pages 22 and 23.

- Our customers Our people
Value delivered ) peop
We cannect customers, We offer secure, fairly-paid employment with
companies and countries. long-term prospects and career development.
c.32m c.230,000 Provide 1in 175 jobs
UK addresses GLS customers in the UK economy as a whole'
1. The Centre for Economics and Business Research (Cebr) research, conducted for Royal Mail in 2022, comprising direct and indirect contributions.

-
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Quality of Service

Harnessing market trends to capture

growth opportunities. See pages 10 and 11.

Investing to improve service levels

and maintain customer trust.

Our extensive network

Our financial position

Our technology

Royal Mail has an unparalleled network,

including c.1,200 customer service points, which
is able to deliver to every address in the UK. GLS is
one of the largest ground-based deferred parcel
operators in Europe. GLS operates across Eurape,
Canada and the US’ West Coast, leveraging its
integrated and robust network of over 1,600
depots and c.120 hubs.

Our robust balance sheet will enable us to
continue to invest in our business to transform
and grow in sustainable ways, with an increasing
focus on growth in GLS having invested
predominantly in Royal Mail in recent years.

We provide arange of convenient delivery,
tracking and redirection options through our
apps. Automation levels across Royal Mail are
increasing. Parcel automation at March 2023 was
76%, up from 12% in 2018-19 and 50% in 2021-22,
GLS’ automated operations contribute to the
efficient delivery of parcels.

Effective governance and risk management underpin everything we do

Effective governance contributes to the Group's long-term success while risk management processes and controls protect the value we create.

See pages 73 to 136 and pages 46 to 55.

Our suppliers and Our communities Our shareholders
business partners and society
We provide employment We play an essential role in the We generate returns.

across our supply chain.

73,000 jobs

indirectly supported by Royal Mail
in the wider economy'

communities where we operate.

£11.8bn

gross value added by Royal Mail
(direct and indirect contribution)'

£1,284m

cash to shareholders via dividend payments
and share buybacks over last five years

J
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Our Strategy and Progress

[y

Our ambition is to build a more balanced and diverse international Group.

Our strategy to transform Royal Mail into a more efficient and better balanced business to reflect the changing needs of our customers
remains the right one. If the business is to deliver sustainable value over the medium and long term we must improve our customer
offering, rebuild trust and modernise the business to grow and become more agile and customer focused.

Royal Mail

Objectives

Improve and simplify our customer
offering through great quality of
service, and easy to understand
and simple to use products.

Rebuild trust through a positive
step change in our relationships
with our people and the unions.

Grow our business, our share
and the market through greater
capacity and new innovative
products and services.

GLS

Objectives

Strengthen GLS' top position
in the cross-border deferred
parcel segment.

Strongly position GLS in

the 2C parcel market, whilst
securing its leading position
in the 2B segment.

Implement innovative digital and
sustainable solutions that are
centred around customer needs.

KPIs

— Group revenue

— Group adjusted operating profit

— Royal Mail adjusted operating profit margin
— Lost time accident frequency rate

KPis

— Group revenue

Group adjusted operating profit
GLS adjusted operating profit
GLS free cash flow

Read more on page 20 and 21.

Principal risks

000000000000

Read more on pages 50 to 55.

NG

J

Read more on page 20 and 21.

Principal risks

"0000020000®

Read more on pages 50 to 55.

-
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Royal Mail

Five-point plan

« Rightsizing the business.
« Creating the headroom to invest.
 New resourcing models.

« Efficient use of network and assets.

« Building management capability and effectiveness.

. ]
The ongoing industrial dispute and our failure to rightsize the business
quickly enough to match lower parcel volumes had a significant impact
on our first half financial performance and implementation of our
strategy. As a result in November 2022 we launched a five-point plan
focused on stabilising the UK business. During the second half we
made good progress, detailed below. This progress, together with the
changes contained in our proposed agreement with the CWU, gives
Royal Mail a chance to compete.

‘Our five-point plan
Our five-point plan announced in November 2022 to stabilise the
business, focused on:

1. Rightsizing our business

- Wewere successful in rightsizing the business, reducing FTE by 10k
as an exit run rate at end of March 2023 vs March 2022, exceeding our
target of c.5k, with amuch lower voluntary redundancy requirement
than originally anticipated.

— Revisions are now completed in all processing and delivery units

to align resource to workload. Equalising workload and improving

productivity will allow us to improve quality of service for both

letters and parcels. .

2. Creating the headroom to invest

- Tighter cash management enabled us to invest in key change
programmes such as automation, despite a £100 million reduction
in capital expenditure versus our 2022-23 plan. We also started
marketing a property in Royal College Street, in London.

. New resourcing models
- New contracts for new starters have been implemented.

Under the Business Recovery, Transformation and Growth
Agreement, our new attendance and sick pay policies will come
into effect in August 2023, if approved by CWU members, to help
address ongoing high levels of absence. Lower absence will result
in better quality for our customers.

. Efficient use of our network and assets

On automation we reached 76% parcel automation in March 2023,
exceeding our target of 70% by the end of the year, up from 12% in
2018-19 and 50% in 2021-22. We are currently around 80% and expect
to achieve our 90% automated target soon after the Midlands Super
Hub opens in June 2023.

Scanin, Scan out technology, or SISO, is deployed in all delivery
offices, replacing written sign in/sign out sheets, which enables
us to better manage our resource.

¢.346 dedicated parcel hubs are now fully rolled out to enable us
to compete in the growing midnight e-commerce order for
delivery the next day market which is what both our sending and
receiving customers want.

We have committed to work with the CWU on indoor delivery
method changes in Royal Mail. Our delivery offices need to be
optimised for parcels as well as letters.

We will commence a strategic review of the Parcelforce
Worldwide business which will consider how we move to an
integrated single parcel network, to maximise synergies. The
review will include how to utilise our new parcel Super Hubs,

the dedicated parcel hubs and Parcelforce Worldwide depots

as a single, parcels network covering the entirety of the UK.

For large or small parcels, this network will deliver. even better
quality at a more competitive price, whilst reducing emissions.

International Distributions Services plc @
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Our Strategy and Progress continued

.

5. Building management capability and effectiveness

— Our new operational management structure is now embedded
and delivering improved operational grip.

~ We are upskilling our managers through our recently opened
Royal Mail Academy.

— Our Trust Score survey has shown our managers' relationship with
our frontline team continues to improve, despite the backdrop of the
CWU dispute, which demonstrates the advantages of smaller
teams, better trained managers and better communication.

The Business Recovery, Transformation and Growth Agreement
The proposed agreement is an important step forward in the
turnaround of Royal Mail and, if approved by the CWU membership,
represents a good outcome for customers, employees and shareholders.
It provides a platform for the next phase of stabilising the business
whilst continuing to drive efficiency so we can compete in the highly
competitive parcels market. The agreement is designed to grow
parcel volumes and our share in the market by operating a 24/7
network, including Sundays, and allow Royal Mail to compete on
guaranteed next day services and develop a more innovative,
customer focused and low carbon product range. Our new
infrastructure, combined with the new working practices contained
in the CWU agreement, allows Royal Mail to offer a compelling parcel
proposition for our customers, whilst aiming to deliver our USO
commitments, and will underpin a return to growth and future job
security for our colleagues.

A three-year pay deal (from 2022-23 to 2024-25) will provide
certainty for our employees and ensure Royal Mail remains the
industry leader on pay, terms, and conditions. The proposed
agreement includes a 10% salary increase and a one-off lump
sum of £500 for CWU grade employees in Royal Mail and
Parcelforce Worldwide. This is broken down as follows:

— The previously consolidated 2% pay rise that applied from 1 April 2022;

— Aone-off non-consolidated lump sum payment of £500 (pro-
rated for part-time employees);

~ Aconsolidated 6% pay rise applying from 1 April 2023;

— Aconsolidated 2% pay rise applying from 1 April 2024.

The agreement also covers changes to sick pay, attendance standards,
ill health retirement, and agreement on revised contracts for new
starters (introduced in 2022). It also includes a commitment to no
compulsory redundancies for the life of the agreement.

In addition to the pay increases, the offer includes a profit share scheme
over the life of this agreement. Subject to Royal Mail generating an
adjusted operating profit in any financial year up to and including
2024-25, 20% of adjusted operating profit will be distributed as a
one-off payment to employees.

The infrastructure we need to compete is in place — our Warrington
Super Hub is operating to plan, with the Midlands Super Hub opening
in June 2023, on time. We now need to change our ways of working
in our delivery offices to realise a return on that investment.

International Distributions Services plc
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The Business Recovery, Transformation and Growth Agreement,
if approved by CWU members, will also enable us to:

— Move to later start times in delivery, from March 2024: This will
help Royal Mail respond to the market demand for more next
day parcels, reduce ourimpact on the environment through the
removal of 18 domestic flights a day, improve quality of service
and create greater capacity to grow.

— Introduce seasonal working patterns: Delivery postmen and
women will work 39 hours per week in the peak Christmas
season, 35 hours per week in the quieter summer season, and 37
hours for the remainder of the year to better reflect the seasonal
variations in letter and parcel volumes. It also means our core
team will deliver a greater proportion of our peak orders which
will be good for quality.

- Bemoreefficient at indoor mail preparation: Currently postmen
and women spend up to two hours a day sorting mail before their
delivery round. Under this agreement we will reduce the amount
of time spent sorting by 20-35 minutes, so that more time can be
spent delivering to our customers. it also means that our delivery
office layout and process will be better for parcels and therefore
better for letter quality.

Our strategic priorities

Despite concentrating our efforts and resources to deliver our five-
point plan and the agreement with CWU, we have also endeavoured
to progress our medium- and long-term strategic priorities which
are focused on improving our customer offering, rebuilding trust
and modernising the business to grow and become more agile and
customer focused.

Customer

The first pillar of our strategy is all about the customer: simplifying
and improving our customer offering, listening, adapting to what
our customers need, and delivering a great service every day.

At the start of the year, we set out plans to get back to achieving our
regulatory quality of service targets. We are disappointed to say that
we did not achieve this, largely due to the 18 days of industrial action,
but also because of high levels of absence. For the full year we
delivered 73.7% of first class mail the next working day (81.5%
adjusted for the impact of strike action'), against our target of 93%.
On second class we delivered 90.7% within three working days
(95.2% adjusted for the impact of strike action), vs. a 98.5% target.
Improving quality is a key focus and we need to change the way we
manage absences as well as gear our operations towards better
management of larger parcels through our dedicated parcel hubs,
and adapting to the change of traffic mix, with more parcels and
fewer letters. The Business Recovery, Transformation and Growth
Agreement will allow us to do just that, through changes to indoor
delivery methods, designed to ensure we can spend more time
outdoors delivering for our customers, along with continued
revisions to allocate work more fairly and better balance resource
with mail volumes. Improving quality will help to underpin the growth
of our business, which is an important way for us to generate
efficiencies in a network of our scale and make ourselves more
competitive.

V' Quality of Service - Performance adjusted by removing all survey items posted on or due
delivery on a strike day, or posted during the three recovery days afterwards (parcets) or the
five recovery days afterwards (letters).
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We also improved our customer offering with delivery of parcels to

a safe place, photo on delivery, auto redelivery if customers are out
and we continued to enhance and grow Parcel Collect. Upgrades to
the functionality of the Royal Mail app mean customers can now book
parcel shipments and collections within 60 seconds. Non-account
customers using our online channel has grown, with now over 40%
of items posted online from around a third at the start of the year.

Despite the industrial disruption, we maintained our number one
position on net promoter score for customers sending parcels and
were number two for receiving parcels.

We know customers increasingly value a lower environmental
impact for their deliveries. Steps to Zero is our environment strategy
to achieve net zero by 2040 and reduce our average emissions per
parcel to 50gC0,e ahead of this date. Over the past two years, we
have invested significantly in deploying electric vans and the charging
infrastructure to support them. Our electric van fleet programme
now has over 4,900 vehicles. These vans operate at over 154 delivery
and collection units across the UK. We will also reduce the use of
domestic flights, moving volume to rail or road to reduce our
environmental impact, enabled by later start times as part of our
agreement with CWU. See pages 27 to 29.

It is clear that when letter volumes have declined by more than 60%
since their peak in 2004-05, in order to be financially sustainable, the
Universal Service requires major reform now. Ofcom’s own research
shows that a five-day (Monday-Friday) letters service would meet the
needs of 97% of consumers and SMEs. Being required to provide a
service that customers have said they no longer need, at significant
structural cost to Royal Mail, increases the threat to the sustainability
of the Universal Service. We urge the Government to recognise
Ofcom’s findings, to enable this change quickly, and work with us to
protect the long-term sustainability of the one-price-goes-anywhere
Universal Service.

Trust

Our colleagues are pivotal to the delivery of our mission to own trust
at the doorstep. They are the people our customers see every day.
Rebuilding their trust to work together to meet ever changing
customer needs in an efficient way is key.

During a turbulent year our employee relations climate has been
challenging. We have worked hard throughout to engage and
maintain the relationships we have with our people. Our focus was to
stay connected, keeping the lines of communication open and
answer the tough questions being asked.

Despite the challenging industrial relations environment, our Trust
score fell by only one point, to 47. Building “Trust” is a key component
of our employee strategy and we track progress through a series of
“Trust Check-ins" which ran monthly from September 2022 to
January 2023. Whilst the aggregate Trust index score fell, scores for
questions that assess the relationship our colleagues have with their
Managers improved, “My Manager delivers on promises” and “My
Manager treats people fairly” improved by +4 and +7 points
respectively.

Approximately 7,000 managers attended our new Academy at the
Midlands Super Hub in Daventry. The “Beyond” event was a significant
investment in our leaders where we provided them with visibility of
our strategic plan, our environmental ambitions, the future of the
Universal Service Obligation and the key role everyone has to play
inits delivery.

To achieve the objectives of the proposed Business Recovery,
Transformation and Growth Agreement, joint Royal Mail/CWU
recovery and transformation boards will be created, to track
progress and flag up any issues requiring urgent resolution.

The CWU and Royal Mail have also committed to a joint review

to rebuild trust and confidence between the parties and reset our
relationship to develop a positive shared approach to joint working,
recognising that all employees have a stake in how the business is
run and that change can best be delivered with their support.

Growth

Transforming our network and working practices to adapt to

parcels is key to our growth, We need to do this as quickly as

possible to ensure we are operating efficiently, and profitably,
to make the most of the opportunity we have in the market.

Our state-of-the art North-West Super Hub opened in June 2022,
with the capacity to sort over 800,000 parcels a day. Our Midlands
Super Hub, based in Daventry, is on track to open in June 2023.

In addition to the new Super Hub, this year we also installed

12 parcel sorting machines in mail centres across the country.

At the end of March 2023, the total number of machines in operation
was 36, three less than our initial target of 39 as we optimised our
rollout. We exceeded the major milestone of 70% automation in
parcel sortation by the end of the year — we are currently around 80%
—and are on track to reach 90% by end of 2023-24.

We also expanded our Sunday delivery service which saw growth of
over 60% in volumes year on year, excluding test kits.

We have a significant opportunity in the next day delivery market,
using our Tracked 24® product. The proposed Business Recovery,
Transformation and Growth Agreement enables more flexibility to
deliver more next day parcels. Later start times allow for parcels to
come into our network later in the day, with dedicated parcel hubs
and a “Single Parcel Network” approach leveraging both Royal Mail
and Parcelforce Worldwide networks.

The future

Royal Mail has many strengths — our trusted brand, our trusted
people, our hyper local network, low CO, per delivery and a strong
portfolio of products and services.

The coming year 2023-24 will be one where we start to rebuild Royal
Mail. If we can work together with the CWU to deliver the change we
need, the business can be successful, grow in the parcels market,
and provide job security for our people.
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GLS

Progress during the year

« Further strengthened network capacity and footprint.
« Opened new Madrid-based hub.

« Continued to enhance the customer experience.

« Launched global brand campaign.

.

GLS has a proven track record of delivering top line growth, strong Strengthening our top position in the cross border deferred
margins and good cash flow generation. Its flexible operating model,  parcel segment

B2B/B2C balance and geographic diversity provides a strong platform  During the year we further strengthened our network capacity and

for further organic and inorganic growth. footprint, in building, extending and upgrading our hubs and depots.
Our strategy, which builds on our distinctive and proven business Our new state-of-the-art hub in Madrid came online during the year, with
model, is focused on: a capacity of around 65,000 parcels per hour, which will provide new

growth opportunities, improve quality and increase efficiency
through a high level of automation, for example the hub has a fully
automated small parcel sorter. The hub is not only animportant
investment for Spain and Iberia as a whole, but will also strengthen our
international capabilities.

- Strengthening GLS' top position in the cross border deferred
parcel segment.

— Strongly positioning GLS in the 2C parcel market, whilst securing
its leading position in the 2B segment.

— Inspiring the market through innovative digital and sustainable
customer-focused solutions. Our Rosenau Transport acquisition in Canada performed well during

the year. Rosenau complements our existing business in Canada and

the combination gives us full national coverage, as well as connecting

our US and Canadian networks.

We have made good progress executing this strategy at the same

time as delivering a good set of financial results, despite the

challenging market conditions described in the Operating Review.
The cross-border market continues to grow, which GLS can benefit
from as we have a strong international offering supported by our
high-quality network.

@ International Distributions Services plc
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Our scalable and flexible business model, together with our proven track
record of successfully integrating our network in new markets, positions
us well to further grow our international footprint. In February GLS
Serbia successfully launched its operations and over the coming months
will facus on acquiring domestic customers as we continuie to huild our
network and infrastructure across the country.

Strongly positioning in 2C market and securing position

in 2B segment

GLS has a strong product portfolio that serves both the 2B and 2C
segment. We will continue to develop products and services in both
segments to maintain our diverse portfolio and meet the needs of
our customers.

We are moving forward with our strategy to provide closer pick-up and
delivery points for our customers for a better experience. For example,
GLS Spain signed an agreement with 2 large retailers to open parcel
shops inside their stores (a ‘shop in shop’ concept) to complementiits
existing parcel shop network of over 5,000 (including agencies).

GLS ltaly strengthened its partnership with a parcelshop networl
provider giving GLS access to more than 5,500 shops in Italy. This
partnership will help us to expand our services and provide
customers with the high quality service they expect from GLS.

As detailed elsewhere, we will invest more to grow our parcel locker
network. We already have a strong footprint in Eastern Europe with a
leading position in Hungary and Slovenia where we have been
successfully rolling out parcel lockers over the past 12 months.

Willi the fast=changing mar ket, we need tu continue lo develup and
strengthen our portfolio to capture growth. Our strategy differs per
country and is based on local needs to maximise success.

. ]
Inspiring the market through innovative digital and sustainable
customer-focused solutions

Innovation drives positive customer experiences and is essential

if we are to enhance our competitive advantage, win in our growth
markets and achieve our strategic ambitions. We are cantinuing to
strengthen our connection with our customers through expansion

of our digital offering. '

Our transformation to become a more digital business is moving
forward. For example, GLS Italy and GLS Germany both released a
new app which allows customers to more conveniently track parcel
status and position, estimate the arrival time of both domestic and
international deliveries and select their preferred at home delivery
point.

In response to customer demand for more sustainable solutions we
are intensifying our efforts to make all aspects of our business more
sustainable, to support our ambition to reduce our emissions to zero
by 2045.

As part of our sustainability reduction initiatives we implemented a
rail solution in Germany for line haul transport between Nuremberg
and Hannover and our goal is to expand further across Germany.

The future

We will leverage our business model and logistics know how to
continue our long-term growth trajectory. We will push further
to become more global digital and diverse, and to achieve this
will continue to expand our network our sustainable delivery
madel and further digitalise and diversify the GL.S partfalio.
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Measuring Our Performance

The KPIs' we use to assess the Group’s performance are set out below. They
demonstrate the deliverability of each business’ strategy and, in particular,
our progress against our efficiency and profitable growth objectives.

Group
revenue?

£12,044m

Relevance

Group
adjusted operating loss'

£(71)m

Relevance

Royal Mail
adjusted operating loss margin'

(5.7)%

Relevance

Demonstrates revenue growth
across Royal Mail and GLS.

How we calculate

Our primary measure of business performance.

How we calculate

Demonstrates efficiency and our
focus on driving profitable growth.

How we calculate

Total reported Group revenue.

Performance in 2022-23

Reported operating profit excluding pension
charge to cash difference adjustment and
operating specific items (see page 241).

Performance in 2022-23

Adjusted operating profit as a proportion
of revenue in percentage terms.

Performance in 2022-23

- Group revenue was £12,044 million,
representing a decline of 5.3% year-on-year
and 4.7% compared with 2020-21.

— The macroeconomic backdrop had a negative
impact on valumes year-on-year. COVID
restrictions benefitted both Royal Mail and GLS
revenue in the prior year. Royal Mail revenue
was also impacted by 18 days of industrial
action.

- Royal Mail revenue fell by 13.0% year-on-year
with a decline in both parcel and letter revenue,
the latter reverting to its structural trend of
decline having grown in the prior year.

- GLS revenue grew 10.2% year-on-year in
Sterling terms, driven by better pricing and
good customer retention. This was despite a
decline in parcel volume. Revenue growth was
achieved in almost all markets.

Link to strategy

— Group adjusted operating loss was £71 million
compared to a profit of £758 million in the prior
year.

- Royal Mail recorded an adjusted operating loss
of £419 million, primarily due to the impact of
industrial action.

- GLS adjusted operating profit was broadly flat
in Euro terms, and grew by 1.8% in Sterling
terms, with revenue growth offset by
inflationary cost increases.

Link to strategy

- Royal Mail adjusted operating loss margin was
5.7%, compared to a profit margin of 4.9% in the
prior year.

— This was driven by the impact of industrial
action, an inability to deliver planned
productivity improvements on time, lower test
kit volumes and the macro-economic
environment.

- These were partly offset by successful
management actions to reduce costs and
rightsize the business in the second half of the
year.

Link to strategy

Pe08606
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Royal Mail

@ Customer
Trust

@ Growth

GLS

@ Connect Europe

Strengthen 2C parcel market
position and lead in 2B

@ Inspire the market

Lost time accident frequency rate
(LTAFR) per 100,000 hours worked?®

0.73

Relevance

GLS
adjusted operating profit in Euros'

€403m

Relevance

GLS
free cash flow**

€230m

Relevance

Targets a continually improving safety culture
for employees, customers and communities.

How we calculate

Demonstrates efficiency and profitable growth.

How we calculate

GLS' strategy targets around €1 billion
accumulated free cash flow generation over
the six years 2020-21 to 2025-26.

How we calculate

Total number of accidents resulting
in an absence on the next day or shift,
per 100,000 hours worked.

Performance in 2022-23

Adjusted operating profit before
specificitems, in Euros.

Performance in 2022-23

Pre-IFRS 16 in-year trading cash flow
plus disposal proceeds, in Euros.®

Performance in 2022-23

- Royal Mail LTAFR increased by 36% to 0.73.

- Our total accident frequency rate (TAFR) also
increased by 13% from 2.26 to 2.56.

— This was driven by anincrease in falls outdoors
when working off-site and an increase in dog
attacks.

- Slips & trips increased by 24% which are more
likely to lead to absence than dog attacks (our
other highest impacting accident type).

Link to strategy

— GLS adjusted operating profit was slightly
ahead of revised guidance givenin January
2023 of €380 to €400 million.

- In Euro terms, adjusted operating profit was
broadly flat year-on-year, with cost inflation
largely offset by price, service quality and
targeted efficiency measures.

Link to strategy

~ GLS free cash flow of €230 million remained
robust.

— The €1 billion target is now six years to
2025-26, previously five years 2020-21 to
2024-25, due to the weaker macroecenomic
backdrop.

Link to strategy

@6

@00

000

The KPIs used to measure performance include alternative performance measures (APMs). The APMs inctuding a reconciliation to reported results are explained on page 59 and pages 23810 242.

Reported result prepared in accordance with IFRS.
Refers to direct emptoyees only.

GLS free cash flow is calculated as pre-IFRS 16 in-year trading cash flow plus disposal proceeds, and s exptained and reconciled to reported results on page 241.

Five-year target setin 2020-21.

This measure is considered as the Group's banking covenants are catculated on a pre-IFRS 16 basis.

International Distributions Services plc
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Strategic Report

Our Stakeholders

Our purpose — connecting customers, companies and countries — demonstrates
the importance we place on our stakeholder relationships and our impact on wider

“society. Our stakeholders are integral to our success and we must take account of
their issues and concerns if we are to create sustainable long-term value.

Colleagues
Our workforce who underpin the delivery
of our strategy.

Customers
People who rely on and buy the
services we provide.

Shareholders
Shareholders, including our employees,
who provide capital to run our business.

Unions
Organisations that
represent the interests
of our workforce.

Their key issues

Health, safety and wellbeing.

Fair, diverse and inclusive working environment.
Attractive pay and conditions.

Development opportunities.

High-quality, value-for-money, reliable,
convenient and sustainable service.

Long-term sustainable value.
Strategy and execution.
Strong ESG performance.

Protection of
workers' interests.

Pay and conditions.

How we engage across the Group

Two-way and peer-to-peer dialogue through a
number of channels, including the Workplace
platform.

Share information through internal
communication channels including Courier
magazine, Royal Mail TV and Workplace.

Listen and act on employee feedback through the
annual Big Trust survey, regular pulse surveys,
Employee Voice Forums and People Panels.

Face-to-face programmes to enhance
colleagues’ understanding of our strategy.

Direct customer engagement.

Regular customer surveys.

Net promoter score monitoring.
Trustpilot reviews.

Complaint management and resolution.

Active investor relations (IR)
programme, including investor
meetings, multi-day roadshows and
participation in industry conferences.

Quarterly results announcements.

Regular meetings with
union representatives.
Elected union
representatives work with
Royal Mail management.

Engagement with GLS'
local works councils.

How we engage at Board level

Designated Non-Executive Director workforce
engagement programme and regular Board
updates about the programme (see pages 84 and
80).

Regular ESG Committee Board updates.
Attendance at Employee Voice Forums.

Review of employee feedback and Board
discussion in relation to actions to address

any issues arising.

Site visits.

Regular Board updates on quality
of service.

Regular Board updates on the
impact of industrial action within
the Royal Mail business.

Chair and Executive Directors participate
in shareholder meetings to understand
shareholders’ views on governance and
strategy execution.

Attend Annual General Meeting (AGM).

Remuneration Committee Chair engages
with shareholders on remuneration
matters as required, including consulting
with shareholders on proposals for the
2023 Directors’ Remuneration Policy to
be approved by shareholders at the AGM
in July 2023. See page 103.

Regular Board updates on our IR
programme and the investor landscape
from the Director of IR. Qur corporate
brokers also provide updates.

Royal Mail senior
management meet
regularly with senior union
leaders and updates the
Board on that engagement.

Participation in negotiations
with the CWU in relation to
industrial dispute.

Outcomes (see pages 24 and 25)
Trust scores. See pages 17 and 32.

New and enhanced products and services
that meet customers’ needs. See pages
1610 19.

Actions to address quality issues.

See page 16.

Actions to mitigate the impact of
industrial action in Royal Mail, including
detailed contingency plans for recovery
periods and support from non-
operational managers on strike days.

Renaming Royal Mail plc to International
Distributions Services plc. See page 24.

Embedded new
operational management
structure in Royal Mail.
See page 16.

The CWU'’s Postal
Executive Committee
ratified and recommended
approval of the Business
Recovery, Transformation
and Growth Agreement.
See page 16.

Principal risks (see pages 50 to 55)

0000

000000

1. Cebrresearchconducted for Royal Mailin 2022, comprising direct and indirect contributions.

International Distributions Services plc
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Regulator Governments Suppliers Local communities
Ofcom, the body that oversees our . Administrations that levy taxes and determine Our commercial partners who The peopte who our
provision of the Universal Service. legislation that affects our business. support our business. activities may impact.

Their key issues

Effective delivery of our Universal Effective delivery of our Universal Service Fair commercial terms. Positive social and

Service Provider obligations. Provider obligations. On-time payment. economic impact.

Delivery of annual Quality of Provision of employment. Long-term relationships. Sustainable business
- Service targets. Tax income. operations.

Transitioning to a low-carbon future.

How we engage across the Group

Royal Mail executive team meets Royal Mail executive team meets with Regular commercial dialogue. Execute UK community
regularly with Ofcom. Government ministers, key politicians and civil strategy.

Dedicated regulation team engages servants, including the Postal Affairs Minister. GLS supports numerous
with Ofcom and participates in Public affairs engagement programme. regional and national
regular meetings. Regular updates and briefings. charitable initiatives.

See pages 34 and 35.

How we engage at Board level

Chair and Group CFO engage regularly Regular Board updates on matters of relevance | Contracts considered critical in terms Site visits.

with Ofcom and subsequently provide including updates on relevant legislation. of risk profile approved by Board prior ESG Committee

updates to the Board. As appropriate, members of Public Affairs - toaward. discussion on society,
Dedicated Ofcom regulation team also team attend Board meetings and participate Audit and Risk Committee considers vulnerable customers and
provides regular Board updates on in discussions. reports on payment practices for community engagement,
regulatory activity, particularly in ESG Committee receives updates on relevant businesses. and received updates
relation to USQ reform. - ESG-related consultations and policies. ESG Committee discussion on Royal Mait | on Royal Mail’s national

charity partner programme

and GLS’ engagement with their (see page 102)

respective supply chains on ESG issues
(see page 102).

Chair engages with ministers on key business
issues.

Chair and Royal Mail CEO participatedin Select
Committee hearings.

We continue to work with Ofcom to £11.8 billion of gross value added by Royat Mail 73,000 jobs indirectly supported linevery 175 jobs in the
demonstrate the need for them to take (direct and indirect contribution)'. by Royal Mail in the wider economy'. UK economy as awholeis
action on USQ reform. . Promote responsible business practices | Provided by Royal Mail'.
Annual regulatory Quality of through supply chain compliance. See Community investment,
Service targets. page 37. See pages 34 and 35.

Publish information on payment
practices in line with the Duty to Repart
on Payment Practices and Performance.

Principal risks (see pages 50 to 55)

000000 0000000 000000 gﬂ@@
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Strategic Report

Section 172 Statement

Our stakeholders are integral to the Group’s success. Our engagement with our
stakeholders helps us understand what matters to them. It builds trust, fosters
stronger relationships and ensures that we provide the products and services
customers need, which helps drive the Group's long-term success.

The outcomes of decisions are not always positive for all stakeholders. On occasions the Board has to make difficult choices and prioritise the
interests of different stakeholders. In such circumstances, what matters to each stakeholder is carefully considered and, after taking account
of all relevant factors, a decision is made based on the long-terminterests of the Group.

In relation to the decisions taken during the year ended 26 March 2023, and up until 21 May 2023, the Directors of International Distributions
Services plc consider, both individually and together, that they have acted in the way they consider, in good faith, would be most likely to
promote the success of the Company for the benefit of its members as a whole, having regard to the stakeholders and matters set out

in section 172 of the Companies Act 2006.

Examples of principal decisions made by the Board during the year, and the stakeholder issues and section 172 matters considered as part of
the decision-making process, are set out on this page and on the following page. We define ‘principal decisions’ as decisions which are material
or strategic to the Group, and/or significant to any of our stakeholders. In each case, given the materiality and importance of these matters,

the relevant management team made recommendations to the Board and, where relevant, its Committees for consideration.

‘©000

Universal Service Obligation

~

Y

In November 2022 the Board approved the making of a request
to the Secretary of State for Business and Trade to reform the
Universal Service. Royal Mail wants to move from a six- to a
five-day-a-week letter service under the USO, whilst continuing
to improve parcel services. As part of this, Royal Mail remains
committed to the ‘one-price-goes-anywhere’ service onarange of
letters and parcels to all addresses across the country. In reaching
this decision the Board considered the following matters:

- Customers: To secure Royal Mail’s long-term survival,
it must operate a sustainable business model based on
customer demand; that means delivering more parcels
and fewer letters. Ofcom’s User Needs Review showed that
afive-day (Monday to Friday) letters service would meet
the needs of 97% of consumers and SMEs. In relation to
those customers who could be affected by the change, for
example magazine publishers, it was noted that Royal Mail
was working to manage the change and mitigate the impact.

— The long-term interests of the Group and all its
stakeholders: According to Ofcom, a financially
sustainable Universal Service should be able to achieve an
EBIT margin of 5-10%. Since privatisation in 2013, the
Universal Service network has only achieved this twice.
Letter volumes have declined by more than 60% since their
peak in 2004-05. Reforming the Universal Service is
essential if Royal Mail is to have a sustainable future.

- Employees: A reformed USO would enable Royal Mail to
grow in a more financially sustainable way, which would
support job security in the long term. Moving to a Monday
to Friday letter service, and focusing on parcels at
weekends, would create an opportunity to offer employees

K different working patterns, including more Saturdays off.

@ International Distributions Services plec
Annual Report and Financia!l Statements 2022-23
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Name change to International
Distributions Services plc

In July 2022 it was announced that the holding company of
the Group, Royal Mail plc, would be renamed International
Distributions Services plc (IDS). In approving this decision
the Board considered the following matters:

— The long-term interests of the Group and all its
stakeholders: The Group's positioning needed to
be updated to reflect recent developments and the
organisation’s aperational structure, which includes
two separate sub-groups — Royal Mail and GLS. The
renaming also reflected the increased importance of GLS,
which over the last three years has contributed more than
two thirds of the Group reported operating profit.

- Customers and suppliers: The potential impact on
commercial relationships was considered. However,
as no changes were being made to the Royal Mail and
GLS brands or each business' respective positioning
in its marketplace, it was determined that the change
would not adversely affect either customers or suppliers.

- Shareholders: The name change demonstrated the
Board's commitment that there should be no cross-
subsidy within the Group. It also served to allay any
shareholder concerns that GLS would be used to support
Royal Mail and, as a result, necessary transformation in
Royal Mail would be avoided or delayed.

\ /
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Likely consequences of any
decision in the long term.

The interests of employees.

The need to foster business relationships
with suppliers, customers and athers.

The impact of operations on the community
and the environment.

The desirability of maintaining a reputation
for high standards of business conduct.

@ The need to act fairly as between members.

e )

Industrial relations

In September 2022, following five months of talks, including
two dispute resolution procedures, no agreement had been
reached with the CWU to resolve ongoing damaging
industrial action. In light of these circumstances, the Board
agreed that Royal Mail should review or serve notice on
Agenda for Growth protections and other union agreements
and work with the CWU to move to a more modern industrial
relations framework. In coming to this decision the Board
considered the following matters:

~ The long-term interests of the Group and all its
stakeholders: During the first half of 2022-23 Royal Mail
made an adjusted operating loss of £219 million. To enable
the business to succeed in a highly competitive market, it
must adapt much faster to changing customer demands.
However, the CWU had blocked any meaningful discussion
on the proposed change agenda and had not put forward
any viable alternative plans. Accordingly, to secure Royal
Mail’s long-term survival, a more modern industrial
relations framework was required to enable the business
to become more agile and compete more effectively.

— Customers: Royal Mail needs to adapt much faster to
changing customer demands in a highly competitive
market. The ongoing industrial action had significantly
impacted Royal Mail’'s customers and the decision to
serve notice on Agenda for Growth protections and other
union agreements was a means of breaking the impasse
and enabling Royal Mail's transformation to move ahead
at pace. At the same time, the Board recognised that the
action could cause further short-term disruption for
customers. However, to secure the long-term survival of
Royal Mail, it was the best course of action.

- Employees: Rebuilding the trust of Royal Mail's employees
and working with them to deliver transformation is an
essential part of the business’ growth strategy. In the
long term, serving notice on Agenda for Growth
protections and other union agreements to establish a
more modern industrial framework, which would help
secure Royal Mail's survival and its ability to offer
long-term job security, was considered to be in the best
interests of the business’ employees. By taking steps to
modernise agreements and ways of working with the
CWU, it would allow Royal Mail, amongst other things,
to retain its position as the best employer in its industry,

k with the best pay, pensions and conditions. .

~
6060

Acquisition of Tousfacteurs SAS

~

In June 2022, GLS acquired Tousfacteurs SAS (Tousfacteurs),
a tech logistics company and provider of live-tracking
software solutions which allow customers to interact with
senders through targeted advertising and green bike delivery.
The Board considered and approved the acquisition and in
coming to this decision considered the following matters:

- The long-term interests of the Group and all its
stakeholders: Through the acquisition GLLS would secure
access to Tousfacteurs’ software delivery solutions. This
new capability supports GLS' strategy and the creation of
long-term value, including positioning GLS as a premium
player in the B2C segment. The transaction also created
an opportunity for GLS to secure strategic advantage by
leveraging Tousfacteurs’ logistics expertise to drive
further digital innovation.

— Customers: The development of innovative services
would enable GLS to better respond to changing customer
needs with new digital services and the expansion of
Tousfacteurs' green bike delivery operations (see below).
The acquisition would also enable GLS to further optimise
the last-mile customer experience and strengthen its
sustainable delivery services.

— The impact of operations on the community and
environment: Tousfacteurs' last-mile bike delivery
operations already cover Paris, Lyon and Toulouse.

By leveraging its community of independent bike riders,
Tousfacteurs has the ability to build a scalable green
bike delivery service across more lacations in France.

. /
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Strategic Report

ESG Review

We seek to be an integral, trusted and valued part of every community, operating
in a responsible and sustainable way. Demonstrating leadership across the broad
ESG agenda is also essential to achieving a competitive advantage and creating

value for stakeholders.

Our ESG approach

In recognition of the impact our operations have

on saciety and the continuing growth in demand
for sustainable products and services, our ESG
Principles are built around the issues that are most
relevant to our stakeholders and our businesses.
These Principles, which are set out below, encapsulate
our commitment to operate in a sustainable way
and support several United Nations Sustainable
Development Goals (SDGs).

Royal Mail and GLS undertake regular materiality
assessments to ensure that their respective ESG
programmes continue to take account of the areas
stakeholders consider most important. Information
about Royal Mail and GLS' most recent materiality
assessments and further detail about each

o

business’ ESG programme, are included in their
respective ESG Reports, which are available at
www.internationaldistributionsservices.com/en/
sustainability/reporting-and-performance and
www.gls-group.eu/GROUP/en/our-responsibility.

Faps

j

Our ESG Principles

Our ESG Principles underpin Royal Mail and GLS' strategies, which aim to create stakeholder value and achieve sustainable growth.
They focus on the topics identified by our stakehalders as being material while supporting a number of UN SDGs.

We aim to operate in an environmentally
responsible way, focused on reducing the
impacts associated with our operations,
and playing our part in the transition to

a low-carbon future.

Sustainable Development Goals

@ International Distributions Services plc

/ Environment \

/‘ Social

We aim to deliver economic and social
benefits for our people, our customers
and the communities we serve. As the
UK's Universal Service Provider, we are
in a unique position to play an active part
in the UK economy.

Sustainable Development Goals

\See pages 27 to 29 /

Eee pages 30 to 35

~

/2 I
. Governance

We endeavour to act with integrity

and transparency in the interest of our
stakeholders, ensuring we have effective
mechanisms in place to deliver our business
operations in a responsible manner. Our
stakeholders trust us to deliver for them.
Maintaining that trust, and operating with
integrity, are fundamental to protecting our
valued place in society.

Sustainable Development Goals

Annual Report and Financial Statements 2022-23
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Environment

.

Supporting the transition to a low-carbon future

Royal Mail and GLS' environmental strategies include pathways, targets and mitigating
actions that will help us reduce our environmental footprint and play our part in the
transition to a low-carbon future while offering a wide range of green solutions to our
customers. The metrics and targets associated with their implementation are set out

below.

Decarbonising our business

We recognise the need to take decisive steps to help tackle
the global climate emergency and prepare our business for
a low-carbon future. We aim to take a leadership role in our
industry's transition and to support the implementation of
the Paris Agreement.

Royal Mail _

Royal Mail is the UK's greenest delivery option for letters and parcels'.
The business is currently awaiting validation by the Science Based
Targets initiative (SBTi) of its target to reduce Scope 1 and 2 emissions
by 50% by 2030, reduce Scope 3 emissions by 25% by 2030 and
reduce Scopes 1, 2 and 3 emissions by 90% by 2040, in alignment
with the latest climate science and a 1.5°C decarbonisation pathway.

On its route to net zero, Royal Mail UK (which excludes Parcelforce
Worldwide) also aims to reach an average of 50g CO,e per parcel
delivered, a c.75% reduction compared with 2020-21. Largely as a
result of its final-mile foot delivery model, Royal Mail UK's average
reported CO,e per parcel through its domestic network is currently
218g CO,e. In comparison, the reported emissions of its industry
competitors are between ¢.300g and 500g CO,e per parcel (based
on publicly reported data).

As part of its ‘Steps to Zero' environmental strategy, Royal Mail will:

— Optimise its distribution network and modernise its vehicles
to reduce transport fuel emissions.

- Improve the energy efficiency of its buildings, making space
for more parcel automation and technology.

— Transform its operations and behaviours to embrace circularity
by enabling re-use models and reducing single-use items.

- Useits size, scale and reputation to play a positive role in
championing sustainability initiatives in its industry, for its
workforce and customers.

During the year, as a result of updates to the Royal Mail business
plan 2023-24, investments in initiatives to support the
environmental strategy were scaled back. However, these have not
impacted the ambitions and targets detailed in the adjacent panel.

1. Basedonreparted COze per parcel.

-~

Carbon ambitions and targets

~

Royal Mail

Net zero by 2040 across Scopes 1, 2 and 3 at UK operations,
aligned to 1.5°C, the latest climate science® and science-
based target standards.

To 2040 our targets are:

GHG emissions 90% reduction in Scope 1, 2 and 3 emissions

Renewable 100% by 2022

electricity

Zero-emission final  100% by 2035

mile

Company cars 100% zero emission by 2030

Royal Mail will achieve this target by increasing its use of
low- and zero-emission transport alternatives, including
rail, while minimising the use of domestic air freight.
Royal Mail will also decarbonise its netwark and buildings.

GLS
Zero GHG emissions from Scopes 1, 2 and 32by 2045 for
worldwide operations.

Offsetting European emissions since 20223
Renewabhle 80% by 2022 (European locations
electricity operated by GLS)

Fleet 50% zero/low emission by 2030

100% of new vehicles will be low
or zero emission by 2035

100% by 2045
100% zero emission by 2030

Company cars

\.  Wereport our carbon emissions in line with the GHG Protocol Corporate Standard.
The standard classifies a company's GHG emissions into three scopes. Scope 1
emissions are direct emissions from sources that are owned or cantralled, including
combustion of fuel and operation of facilities. Scope 2 emissions are indirect emissions
from the purchase of electricity, heat, steam and cooling purchased for ownuse.
Scope 3 emissions are allindirect emissions (not included in Scope 2) that occur in
the value chain of the reporting company, including both upstream and downstream
emissions. We use the latest conversion factors from the UK Government (source:
www.gov.uk/government/collections/government-conversion-factors-for-
company-reporting). .

2. Pathways will be developed to deliver this reduction, including the setting of
interim targets. GLS Scape 3 emissions currenily include the categories parcel
transport (Well-to-Wheet), water, waste, paper, business travel, Well-to-Tank
(WTT) emissions for Scapes 1 and 2, WTT emi from fuel ¢ ption of
company cars and shunters, franchises and subcontracted depots, capital
goads and employee commuting which have been added in 2022.

3. Offsetting of all European Scope 1, 2 and 3 emissions, excluding Scope 3 emissions

from capital goods and employee commuting. GLS Serbia’s operations commenced
inFebruary 2022-23 and are not included in the compensation for 2022-23. /

International Distributions Services plc
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Environment

GLS

As part of Climate Protect, the ambition of GLS’ environmental
strategy is to reduce GLS' worldwide Scope 1, 2 and 3 emissions to
zero by 2045. During the year the business’ environmental strategy
has been expanded to include its North American operations.

To achieve its ambition to reduce worldwide Scope 1,2 and 3
emissions to zero by 2045 GLS will:

— Work with its transport partners to transform its parcel and
freight delivery fleet towards zero- and low- emissions.

- Implement distribution network and last mile efficiency,
including extending its parcel shop and locker network.

— Reduce and avoid emissions by ensuring new buildings conform
with zero- and low-emission operations.

- Improve the energy efficiency of its existing buildings by
introducing own-green electricity production and renewable
heating systems.

While emission reduction and avoidance are a key focus,
compensation is an important short-term measure to tackle
climate change. Accordingly GLS compensates the emissions of all
sold parcels and shipments of its GLS European subsidiaries, as
well as the emissions from these subsidiaries’ sites and business
travel. Emissions relating to capital goods and employee
commuting are not compensated.

Our environmental performance

In 2022-23, Royal Mail's total carbon footprint and energy use
decreased by 7% and 11% respectively, compared to our base-year
(2020-21). This was due to a decrease in vehicle fuels, electricity
and gas usage across our operations, half of which was a result of
electrification and energy management initiatives across our
buildings. The remaining reduction was due to declines in
workload, specifically parcel volumes. As a result, our key intensity
metrics (carbon emissions per million revenue and per parcel)

Carbon emissions performance CO.e ('000 tonnes)’

remained broadly consistent with the prior year, despite strong
emission savings overall.

In 2022-23 GLS' total carbon footprint was 1,255.445 tCO,e. Direct
comparisons to the prior year would be misleading because GLS
reported its full scope 3 emissions for the first time in 2022-23,
including emissions related to its transport partners’ parcel and
freight distribution, which represented 85% of GLS total carbon
footprint. Year-on-year Scope 1 and 2 emissions increased due to
emissions from Rosenau and emissions from owned-transport
vehicles in GLS US and Canada also being reported for the first time
in 2022-23.

GLS emissions offsetting

GLS set a target to provide carbon neutral parcel delivery to all
European customers. This target was achieved in April 2022

by supporting four climate offsetting projects via Climate Partner,
the compensation provider GLS works with. The projects, which
are certified according to the highest standards (VCS/CCBS

and Gold-Standard), include:

- Forest conservation — Pacaja, Brazil: Helping to prevent illegal
logging across 148,000 hectares of the Amazon rainforest.

— Forest conservation — Madre de Dios, Peru: Working with
the local population to help manage the land sustainably
and protect a 100,000-hectare area in an endangered
Amazon region.

— Solar energy - Guttigoli, India: Commissioning a 100 MW solar
power plant to improve the green energy supply and support
schools in the surrounding communities.

- Wind energy - Maliya, India: Constructing and operating
a 40 MW wind farm to generate clean electricity through
wind power and the development of the community through
job creation.

FY2022-23 FY2021-22

Total Royal Mail GLS? Total  Royal Mail® GLS?
Scope 1* 501.0 407.6 93.4 504.9 483.7 21.2
Scope 2 (location-based)* 74.0 52.5 21.5 80.9 58.6 22.3
Scope 3 1,822.4 681.9 1,140.5 742.6 742.6 -
Total 2,397.4 1,142.0 1,255.4 1,328.4 1,284.9 43.5
Tonnes CO,e per £1m revenue® 47.7 62.1 24.7 46.1 63.7 10.3
Scope 2 (market-based) 6.2 0.7 5.5 6.1 1.3 4.8
Energy consumption kWh ('000)* 2,607,957 2,104,861 503,096 2,622,616 2,434,395 188,221

subcontracted transport fleet (Europe and part of North America) within Scope 3.

the high-spend and/or high-emitting sectors.

I. Wereport our carbon emissions to the GHG Protocol Corporate Standard, which classifies a company's emissions into three ‘scopes’. Scope | emissions are direct emissions from sources that
are owned or controlled by Royal Mail, including the combustion of fuel and operation of facilities. Scope 2 emissions are indirect emissions from the purchase of electricity, heat, steam and
cooling for own use. Scope 3 emissions are all other indirect emissions that occur in a company's value chain and are voluntary to report. Royal Mail reports allits Scope 3 emissions including
purchased goods and services, capital goods, fuel and energy related activities, upstream and downstream transportation and distribution, employee commute, business travel, waste disposal.
end-of-life treatment of sold products and investments. GLS reports emissions related to its owned transport fleet (most of North America) within Scope 1 and emissions related to its

2. GLSemission data reflects the calendar year rather than the financial year. Since 2021-22 GLS' reporting scope has changed. 2022-23 data includes Scope 1 and Scope 2 emissions from Rosenau
and transport emissions from own vehicles of GLS US and GLS Canada and a full Scope 3 inventory for the first time. ‘Like for like' Scope 1-2 emissions have decreased by 8.3% in the year. Around
85% of GLS’ Scape 3 emissions come from parcel transport by transport partners. Hence, emissions reduction in the supply chain mainly take place via the transformation of our fleet, which we
do by incentivising our transport partners. Transport emissions are calculated yearly using the EN 16258 standard.

3. 2021-22 data for Royat Mail has been restated following the provision of data which was previously estimated. GLS Scope 1 and Scope 2 emissions have also been restated following the provision
of data which was previously estimated. Royal Mail has also increased its scope 3 emissions reporting to cover 100% of GHG emissions across all value chain categories. This has increased scope
3 emissions reported by 626KtCOze from 76.1KtCOze to 702.0KtCOze. This increase is not reflective of operationat changes and is entirely down to increase reporting scope. ‘Like-for-like’ our total
emissions decreased 2%, comparisons throughout this report detail the ‘tike for tike’ change only. Royal Mail conducts an annual review of supply chain emission categories based on a screening
approach using industry-tevel emission factors. This will be matured over time to a specific-supplier approach, alongside integrating carbon within in our contracts management processes for

4. The energy data for Royal Mail is all UK energy declared under the Streamlined Energy Consumption Regulations (SECR). All energy reported for GLS is considered offshore. In accordance with
SECR, details of energy actions taken are listed throughout this Environment section and relate directly to findings within our Phase 2 Energy Savings Opportunity Scheme report.
Q The tonnes COze per £1m revenue ratio comprises Scope 1 and Scope 2 (location-based) emissions only. This ratio provides an overview of our carbon efficiency as we continue to grow.

J
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.

These initiatives are accounted for within the income statement and
are booked as ‘other marginal costs’. No grants are received in
relation to any of the climate offsetting projects.

As outlined in our 2021-22 Annual Report, energy efficiency

is aligned with our ambition to decarbonise, focusing on
optimisation and the deployment of mare efficient technology.
Initiatives to reduce energy are detailed on the following page.

Buildings

Energy used at buildings accounted for 9% of Royal Mail's total
emission profile in the year. While electrification of Royal

Mail's fleet and parcel growth plans are increasing energy needs,
during the year the business achieved significant energy savings of
over 16GWh due to the ongoing implementation of efficiency
improvements, including maintenance and tuning of heating,
ventilation, air conditioning and heating controls across 230 of the
business’ largest sites. These control improvements, together with
new policies for winter heating timings and temperature, have
reduced natural gas consumption by 13% and electricity use by
around 4%. These savings will roll forward into future years as part
of an energy performance contract to save 180GWh over five years.
Solar arrays have been installed at nine of the business’ sites and a
further 230 sites have been surveyed for their solar viability. The
survey concluded that 90 buildings have good potential and could
supply up to 20% of Royal Mail's current electricity use.

A new 100% renewable electricity tariff, backed by Renewable
Energy Guarantees of Origin certificates and entered into in

April 2022, has alsa helped reduce Royal Mail's market-based
emissions by over 90% over two years (around 9,000 tCO.e saved).
In 2022-23, 99% of our electricity purchased and generated was
based on this renewable tariff and we anticipate reaching our 100%
targetin 2023-24.

GLS' total electricity consumption increased by 6%. This is primarily
due to the inclusion of Rosenau'’s transport operations. Excluding
Rosenau, group-wide electricity consumption decreased by 1%.
GLS achieved its target of 80% renewable electricity across its
European operated sites in 2022.

GLS has rolled out sustainability requirements for all new
construction and is trialling and installing new sustainability
measures in existing offices, hubs and depots to decrease the
environmental impact of its buildings. To future-proof its depot
buildings, GLS is increasingly using regenerative heating systems
and solar panels to reduce carbon emissions from purchased
heating or electricity. LED lighting is being installed to reduce
overall electricity consumption together with charging infrastructure
and energy management solutions. The new GLS buildings in
Alicante and Madrid in Spain will be BREEAM certified and are being
constructed in accordance with the latest sustainability
benchmarks and charging infrastructure for electric vehicles.

Transport

Royal Mail is the largest commercial fleet operator in the UK, which
alongside air and rail emissions accounts for around 70% the total
emissions profile. Around 21% of our delivery routes are zero-
emission, undertaken by a dedicated or shared electric van or by
walking. Our electric van programme now has over 4,900 electric
vans in operation at over 154 delivery and collection units. A
financial review of 20% of these locations showed that, on average,
vehicle maintenance costs had fallen 60% and fuel costs 78%.
Factoring in the additional investment required for an electric van
and associated charging infrastructure, our electrification scheme
is anticipated to break even at around four years, making savings
over the vehicle lifecycle of nine years.

Rail accounts for 4% of Royal Mail's domestic mail volume. At the
same time, the business remains committed to reducing its use of _
domestic flights, which account for a further 5% of its domestic
distribution network. The new Daventry-based Midlands Super

Hub, opening in June 2023, has its own rail terminal, which will
enable increasing volumes of mail to be transported by rail.

With around 85% of GLS’ emissions coming from parcel, freight and
transport services, the reduction of vehicle emissions is a key
factor to achieving the business’ decarbonisation goals. Measures
include fleet conversion, reducing first- and last-mile emissions
and converting depots to accommodate low- and zero-emission
fleet. In total, more than 2,200 charging points are already available.

GLS is continuing to expand its low- and zero-emission fleet.
Trials to add more e-vans, light vehicles and alternative-fuel
vehicles to the delivery network are continuing. The initiatives

to bring more environmentally friendly vehicles into the fleet have
been successful and, in total, more than 3,300 vehicles are already
operational. This represents an increase of more than 1,000 zero-
and low-emission vehicles since 2022.

GLS s also implementing a range of initiatives to reduce final-mile
emissions aligned to local requirements. GLS Slovenia has installed
over 60 parcel lockers with photovoltaic cells on the roof. The parcel
lockers reduce driven kilometres and transport emissions per
delivery van, and at the same time generate green electricity with
an installed capacity of 700 W per parcel locker. At GLS Germany,
parcel shipping by train is being tested in a pilot project which

has delivered an emission reduction of up to 80% compared

with conventional road transport.

Responsible consumption

In 2022-23 Royal Mail generated 35,703 tonnes of waste

(2021-22: 39,807 tonnes). This represents a total reduction of

11% against the base year (2020-21), and a positive step towards
the business achieving its target of 25% reduction in waste volumes
by 2030. In addition, Royal Mail has recycled, re-used or diverted
99% of its waste, which is an improvement on 97% in the prior year.

During the year, Royal Mail's circular plan was developed in three
key areas: operational product waste (pallets, mailbags and parcel
trolley sleeves); the design of new customer products to improve
re-use, recycled content and recyclability; and building a circular
service offering that allows customers to establish re-use loops
such as rental, return to refurb, and second hand.

Further information about Royal Mail's waste and water
consumption is included in the Royal Mail ESG Report, which is
available at www.internationaldistributionsservices.com/en/
sustainability/reporting-and-performance.
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Delivering economic and social benefits

Our purpose — connecting customers, countries and companies — positively impacts
society. We aim to be an integral, valued and trusted part of every community that our
service reaches. Social issues are also important to our stakeholders, including our
approach to health, safety and wellbeing, engagement, diversity and inclusion.

Creating a safe and healthy work environment

We want to create a safe and healthy working environment for
our people. Our goal is to ensure a workplace where everyone
is free from injury and enjoys good physical and mental health.

Royal Mail

A strong health and safety culture is key to safeguarding our
people and customers. We want to ensure that everyone
understands their role and how they can protect themselves and
others from harm. As we move forward, increasing the priority
given to safety through proactive leadership and management will
be essential if Royal Mail is to further strengthen compliance to
standards and continue to provide a safe working environment.

In autumn 2022, Royal Mail carried out a full review of its safety
function to determine the structure and resource needed to deliver
a full audit programme for 2023-24 and maintain health and safety
support across all of its sites. The recruitment of an additional 28
team members is underway. This will double the size of the field
team and enable the business to further improve its standards.
Royal Mail’s Health and Safety policy, which is available at
www.internationaldistributionsservices.com/en/sustainability/
governance/policies, is implemented through the business’
integrated Safety, Health and Environment (SHE) management
system. This provides the framework for managing risk, improving
performance and maintaining a safe, healthy and environmentally
responsible workplace.

In the year, Royal Mail also took steps to ensure the continued
robustness of its safety measures, including the rollout of a

new risk-based safety audit methodology supported by next-day
managerial coaching to ensure that actions are fully understood
and compliance is maintained. This approach reinforces the
importance of compliance to standards as a foundation for
improving safety culture and safety performance. The business
also deployed a new off-site risk assessment system via posties’
handheld scanners to improve the management of significant
off-site risks, such as dog attacks.

Upskilling managers has remained a priority for the field safety
team. As part of a wider training programme, managers in Royal
Mail’s delivery function undertook a combination of classroom and
web-based training in key safety topics such as risk management,
culture, inspection, and accident investigation.
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Royal Mail continues to support the wellbeing of its people
with an extensive range of programmes and tools. Practical
guidance is provided within the business’ three main health
and wellbeing programmes:

- ‘Feeling First Class’ to promote proactive health management.

- ‘Stamp Out Aches and Pains' to raise awareness of
musculoskeletal health.

- ‘Because Healthy Minds Matter’ to reduce stigma, normalise
conversations about mental health and signpost to support.

In October 2022, Royal Mail launched Help@hand, a new confidential
wellbeing platform that provides all Royal Mail colleagues and their
immediate family with fast, free, direct access to health and wellbeing
support. This includes a remote GP service with an unlimited
number of free video consultations with private GPs 24/7, 365 days
avyear. Instant employee assistance for any life, money or wellbeing
issue remains available 24/7 for all colleagues through the
business’ Employee Assistance Programme (EAP). The EAP is free,
independent, and provides confidential helpline and online services.

Royal Mail has also expanded its Let's Talk Menopause campaign
through a dedicated working group that aims to help raise
awareness, listen and signpost colleagues to support while
normalising menopause conversations.

In February 2023, Royal Mail launched its new partnership with
British Heart Foundation. A key strand of the partnership will
be to support the heart health of Royal Mail's employees and
train 100,000 colleagues in CPR. Further information about the
partnership is included in the Royal Mail ESG Report, which is
available at www.internationaldistributionsservices.com/en/
sustainability/reporting-and-performance.

GLS

GLS’ Occupational Health and Safety (OHS) Policy is implemented
through an extensive OHS Programme that is focused on ensuring
the health and safety of its employees, its transport partners and
their drivers. The OHS programme covers management training,
regular staff briefings that raise awareness of particular workplace
hazards and specially developed transport and driver training
courses that focus on road traffic risks. :

The business also operates a number of country-specific preventative
health programmes that are intended to prevent work-related
health hazards and ensure early detection of occupational illnesses.
The activities include back therapy training, nutritional advice and
testing of exoskeletons to reduce the strain of lifting and carrying.
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Health and safety performance

Royal Mail and GLS strive to continuously improve their health and safety performance, and monitor and repoft key safety metrics

regularly to the Board and the ESG Committee.

Each business’ safety performance is set out in the table below. In 2022-23, Royal Mail's Lost Time Accident Frequency Rate (LTAFR)
increased by 35% to 0.73 (2021-22: 0.54). Total accident frequency rate also increased by 13% to 2.56 (2021-22: 2.26). GLS’ employee LTAFR

for the same period decreased to 2.08 (2021-22: 2.28).

Q Refers to direct employeesonly.  »

Group health and safety performance
2022-23 2021-22 2020-21
Royal Mail GLS Royal Mail GLS Royal Mail GLS

Fatalities' Employees 0 0 1 1 2 0

Third parties? 6 17 2 18 5 24
LTAFR
(per 100,000 hours worked)? 0.73 2.08 0.54 2.28 0.39 2.44
Sickness absence (%)* 7.50 4.96 7.98 4.88 8.48 4.79
1. The total number of fatalities due to accidents that have occurred as aresult of Royal Mail or GLS undertakings. '
2. Third partiesinclude contractors, third-party drivers and members of the public.

J

Royal Mail also monitors and reports its road traffic collisions
frequency rate (RTCFR) as a key safety performance metric. In
2022-23 RTCFR reduced by 2.7% compared with the previous year.
During the year, there was a strong focus on improving compliance
to vehicle checks through the launch of a simplified checklist on
posties’ handheld scanners. Royal Mail celebrated a ten-year
partnership with road safety charity Brake and again supported
the charity's annual road safety week ‘Safe Roads for All’ which
aims to raise drivers’ awareness of vulnerable road users.

Royal Mail is working hard to reduce the number of collisions
colleagues are involved in. All road traffic accidents are investigated
by a manager. Serious and fatal accidents are investigated by a
safety professional and these incidents have a separate protocol
which guides our investigations, reports and the actions we take.
The business liaises closely with the police where necessary and
carries out detailed investigations to establish root cause(s) and,
where possible, determine what lessons can be learned. Details
of serious and fatal incidents and resulting investigations are also
shared with the Board.

In GLS during 2022-23, the total number of fatal accidents fell

from 19 to 17 compared with the previous year. During the year

no GLS employee had a fatal accident. The total number of fatalities
related to activities of GLS transport partner companies. 16 of
these fatalities were road traffic accidents while one fatal accident
occurred on GLS premises. This accident was thoroughly investigated
and the findings have been shared with all GLS country organisations.

Drivers directly employed by GLS receive road safety training as
part of their standard training programme. To also reach drivers
employed by GLS transport partners, GLS has developed specific
initiatives within its OHS Programme, including providing training
material for transport partners and their drivers in line with local
legal requirements. Furthermore, GLS encourages and supports
transport partner companies to make practical road safety training
available to their drivers.

In 2022-23, Royal Mail's sickness absence level was 7.50%
(2021-22: 7.98%). As part of the recent negotiators agreement with
our main union, a new approach to pay and attendance standards
has been agreed.

In GLS, the sickness absence levelincreased to 4.96%, mostly due to
an alignment of the calculation method in one country.
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Employee engagement

Royal Mail’s aim to own ‘Trust at the Doorstep’ by being brilliant
for customers and establishing trusted relationships everywhere,
including with its employees, faced a number of challenges in
2022-23. Industrial action has significantly impacted the business
(see page 6) and it has not always provided the service its customers
and society need and expect.

Ongoing dialogue with colleagues across the Royal Mail business
has been more important than ever and employee trust check-in
surveys have continued to be conducted on a monthly basis. In
total, over 47,000 colleagues have participated in these surveys and
provided valuable feedback on a range of issues.

As at the date of this Annual Report, Royal Mail’s annual Big Trust
Survey was not yet open. The results of the survey will be published
on the Group website when available.

During the year employee satisfaction surveys were conducted
across a number of GLS' businesses including GLS Austria,

GLS Denmark, GLS Spain, GLS Hungary and GLS Croatia. Surveys
undertaken at each of GLS' US local sites returned an overall 85%
satisfaction rating. GLS Netherlands introduced exit employee
surveys for all leavers during the last 18 months. GLS Germany won
Kununu's ‘Top Company to work at’ award based on employees’
satisfaction surveys and GLS Austria and GLS Poland were each
named as a ‘Great Place to Work' based on employee surveys.

Rewarding people fairly

We believe Royal Mail provides the best terms and conditions for
workers in our industry in the UK. Fair employment conditions
are the foundation of how Royal Mail does business. It offers
permanent employees a competitive salary, paid holiday and

a good pension.

In 2022-23, UK postie’s basic pay was 33% more than the UK
National Living Wage (NLW) for the same period. All temporary
workers receive the NLW, with the majority receiving hourly pay
above the Real Living Wage.

Providing development opportunities

Royal Mail aims to provide the tools, knowledge and resources
forits people to have fulfilling careers, and it offers learning

and development opportunities to colleagues at all levels of the
organisation. In 2022-23, it invested £8.4 million in learning and
development equivalent to 30,000 days compared with £6 million
and 23,000 days in 2021-22.

In July 2022, Royal Mail launched The Academy, which is designed
to develop the next generation of leadership talent at every level.

It will equip managers with industry-leading skills to accelerate
Royal Mail's transformation to better meet the changing demands
of its customers. One of The Academy’s key development programmes
is the Diamonds programme, which is designed to strengthen the
succession pipeline by identifying potential future leaders earlier in
their careers and support the progression of female senior leaders.
The programme is focused on equipping delegates with the
future-focused skills needed to create a high-performance culture
across Royal Mail and currently 32% of its participants are women.
A further leadership development programme specifically tailored
to support the progression of female operational colleagues into
leadership opportunities is currently in development.
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Through The Academy, the business also aims to create a new
culture of growth, innovation and learning to boost Royal Mail’s
reputation as an employer of choice. Employees can access The
Academy, both virtually and via in-person classroom learning,
which takes place at the training centre in the new Daventry-
based Midlands Super Hub.

Further information on Royal Mail's training and development
initiatives is included in the Royal Mail ESG Report, which is
available at www.internationaldistributionsservices.com/en/
sustainability/reporting-and-performance.

GLS also provides a range of targeted training and professional
development programmes to enhance employees’ abilities and
enable them to reach their full potential. The business’ ‘Better
Manager’ coaching programme aims to support the development
of managers and help them become modern leaders. Through the
programme, each participant has access to six individual one-on-
one coaching sessions as well as team leadership and target
achievement discussions. The programme currently operates
across five of GLS subsidiaries - Poland, Germany, Austria, France
and Italy — and will be rolled out more widely in the coming year.

Each of GLS' subsidiaries implement bespoke training programmes
for their employees. GLS US' digital training includes over 700
learning modules, while GLS Denmark's digital Academy provides
e-learning options and access to bespoke external courses. GLS
Austria gives employees the opportunity to get to know different
GLS locations and departments through a special rotation programme
and it runs a new employee mentoring scheme which ensures that
all new recruits have access to advice and support from day one of
their GLS career.

Working with our unions

A productive and cooperative working relationship with our unions
is a core part of our strategy. We recognise two unions: the
Communication Workers Union (CWU) and Unite/CMA. Around 91%
of our operational and administrative grade employees are
members of CWU. Around 99% of our people are covered by
agreements with these two unions.

In April 2023 we were pleased that the CWU Postal Executive
Committee ratified the Business Recovery, Transformation
and Growth Agreement and put it to a members’ ballot with
a recommendation to approve. Details of the agreement are
included on page 16.
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Diversity, equity and inclusion (DEI)

We strive to create an inclusive, fair, respectful and accessible
working environment across the Group. To achieve this, Royal Mail
and GLS have developed DEl strategies relevant to their respective
markets and businesses. Information about both strategies is
detailed below.

Royal Mail .

Royal Mail's DEI strategy underpins the business’ ambition to build
trust by developing a workforce that reflects the broad diversity of the
communities it serves. The business’ DEI strategic priorities are to:

- Increase diversity across Royal Mail to create a workforce
that reflects its saciety.

— Transform its generational profile.

- Beaforce for good by partnering with others to lead the way
in social mobility.

— Build an enviroanment of inclusion, fairness and accessibility
forall.

— Focus on creating vibrant and inclusive national networks open
to everyone.

To support implementation of its DEl strategy, Royal Mail has set
diversity targets as detailed below.

Royal Mail 2025 diversity targets
Position at Target
26 March position
2023 March 2025
(%) (%)
Female representation (all levels) 20% 25%
Female representation (levels 1-6) 26% 33%
Ethnic minority (all levels) 13% 15%
Ethnic minority representation
(levels 1-6) 7% 1%
Youth representation
(frontline below level 6) 6% 18%

Group gender diversity profile as at 26 March 2023

During the year Royal Mail has continued to implement initiatives
to retain, develop and hire female senior leaders. These initiatives
include investment in leadership development programmes to
support the progression of female senior leaders (see previous
page), ensuring that balanced candidate shortlists are created,
where possible, and increasing oversight of the recruitment
process to drive the best diversity outcomes.

Royal Mail's Women's Steering Group and the One Royal Mail DEI
Action Group are currently working together to develop a clear
roadmap for increasing female representation at all levels. Other
employee networks operate across the business and also play a
critical role in supporting the needs of colleagues and amplify the
colleague voice. ’

Around 13% of Royal Mail employees are from an ethnic minority
background. Royal Mail is a signatory to Business in the Community's
(BITC) Race at Work Charter, and actively participates in BITC's
internal and external Mentoring Circles programme. This programme
offers its ethnic minority colleagues an opportunity to maximise
their full potential through mentorships by senior colleagues within
the organisation and across multiple industries.

Royal Mail remains committed to supporting disabled applicants
and colleagues at all stages of the employee cycle. The business
provides training, career development and promotion opportunities,
and operations managers complete Disability and Reasonable
Adjustments training to ensure that they are confident and
effective in supporting colleagues with disabilities. Support and
training are provided for colleagues with existing disabilities and
for those who have become disabled during their employment.
Royal Mailis proud to be part of the UK's Disability Confident
scheme and achieve Disability Confident Employer Status.

Further information on Royal Mail's DEI strategy and progress
made during the year is included in the Royal Mail ESG Report,
which is available at www.internationaldistributionsservices.com/
en/sustainability/reporting-and-performance.

Male Female Total
Board' 6 3 9
Senior leaders? 2712 "65 337
Other employees? 118,861 33,389 152,250

\ not collect gender data for Intersoft and eCourier.

1. Boarddatais stated as at 19 May 2023 (the latest practicable date before publication of the Annual Report) and does not include Simon Thompson, who resigned from the Board on 12 May 2023.
As at 26 March 2023 there were 10 Board members, 7 of whom were male and 3 of whom were female.

2. Perthe Companies Act 2006 definition (those employees who are responsible for planning, directing or controlling the activities of the Company or a strategically significant part of it). In Royal
Mail this includes employees graded levets | to 6 and in GLS this includes employees graded level A. It also includes directors of subsidiary undertakings included in the consolidation but does
not include Board members who would otherwise classify as senior leaders. One subsidiary director has no declared gender within the Royal Mail reporting system.

3. Inthe case of Royal Mail, Pension Trustees, Intersoft and eCourier, in totat 220 people, are notincluded in the table. This is because the Pension Trustees are not classed as employees and we do

y
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GLS

More than 100 different nationalities are represented across
GLS’ business. Diversity and inclusion are key principles that
underpin its operations. GLS’ Diversity Statement sets out its
commitment to fully support a diverse and inclusive working
environment.

GLS promotes gender equality and works to ensure an inclusive
and welcoming working environment with equal treatment and
development opportunities for all employees. in the logistics
sector, female representation generally tends to be lower than in
other sectors and GLS' DEI strategy is aimed at improving gender
diversity across all levels of the business. The business has
recently launched recruiting activities to encourage more women
to join GLS and strengthened its career development planning
processes. In addition, active internal recommendations are used
to highlight the pool of GLS female talent to both the business’ HR
function and GLS management.

GLS predominantly operates in the EU and therefore does not collect
ethnicity data of employees in line with EU Data Protection Law.

Gender pay gap

We believe all our people should be rewarded fairly for their
work, regardless of gender. For Royal Mail for 2022, the total
average pay for male and female employees continues to be
broadly the same, with the mean pay gap now at 1.4% and 3.1%
in favour of male employees when measured on a median basis.
Information on the Royal Mail 2022 Gender Pay Gap Report is
included on page 120 and the full report is available at
www.internationaldistributionsservices.com/en/sustainability/
reporting-and-performance.

Supporting our communities

Royal Mail seeks to be an integral, valued and trusted part of every
community in which it operates. In 2022-23, the business contributed
£3.3 million to good causes and charitable schemes. This included
match giving for colleague fundraising and the cost of its Articles
for the Blind service. In addition, Royal Mail colleagues raised

£2.17 million for charity.

Royal Mail builds on the economic and social impacts of its
operations by investing in strategic partnerships and finding
ways to use its heritage and business assets to contribute
to saciety. The business' community investment strategy is
structured into three key areas:

- Leveraging its national scale: In February 2023, British Heart
Foundation became Royal Mail’s national charity partner. The
four-year partnership aims to raise £2 million and encourage
the business’ employees to volunteer and support British
Heart Foundation on a pro bono basis. Money raised will be
used to fund the new Community Hearts programme, which
aims to deliver CPR training for one million young people,
fund community defibrillators across the UK and develop
accessible heart health information for the nation.

- Using its local presence: As Royal Mail employees are present in
every community across the UK, the business is uniquely placed to
support the search for missing people. Since 2014, Royal Mail has
posted alerts from the charity Missing People to its posties via their
handheld scanners. This year marks the 30-year anniversary of the
charity Missing People and the business will be working with the
charity through 2023 on a number of other initiatives to celebrate
and raise awareness around this issue.

- Unlocking potential through education: Royal Mail is a supporter
of the National Literacy Trust's Vision for Literacy pledge, which
aims to close the UK literacy gap and boost social mobility.

Royal Mail continues to support the Disasters Emergency Committee
(DEC) by providing a dedicated PO Box which enables the UK public to
respond to national appeals for overseas disasters. Ongoing appeals
include the Ukraine Crisis Appeal and, more recently, the Turkey and
Syria Earthquake Appeal. In 2022-23, the DEC directly raised a
combined total of £199 million, with 9.4% (equivalent to £18.9 million)
being received via the PO Box.

Our social and economic impacts on UK communities

7th

largest contribution of any UK
company to the UK economy!

£3.2bn

contributed through procurement
of goods and services'

by Royal Mail’

73,000

1. Cebrresearch, conducted by Royal Mail in May 2022, comprising direct and indirect contributions.

1in175

people employed in the UK

jobs indirectly supported by
Royal Mail in the wider econamy’

£11.8bn

of gross value added by Royal Mail
(direct and indirect contributions)'

£3.3m

contributed to good causes
and charitable schemes
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GLS community support

GL.S is committed to giving back to the communities it operates within.
The business supports numerous charitable projects by organising
both regional and nationwide initiatives. For example, to support a
‘healthy growth’ programme, GLS Poland offered free delivery of
parcels containing materials to set up home gardens to schools and
other educational institutions around the country. GLS Canada is the
official transport partner of the CURE foundation, which raises funds
for breast cancer research and education and supports its fundraising
activities. GLS Spain offers its Transporte Solidario to associations,
NGOs and non-profit entities by making donations of transport as
well as offering discounted fees to these organisations.

In addition, the business makes financial contributions to support
numerous local charitable projects including kindergartens and
hospitals. It also contributes to national and global fundraising
campaigns, including during the year the Red Cross Ukraine
Emergency Appeal and activities to support the people affected
by the earthquake in Turkey and Syria.

GLS' employees regularly participate in a wide range of community
activities. For example, GLS Denmark participated in the CoolUnite
campaign, which collects money for vulnerable and sick children.
The campaign is designed as a competition between several
companies with the aim of raising as much money as possible.

Sponsorship provides another opportunity for GLS to actively be part
of the communities it operates within. At a nationwide level, GLS
Germany is the main sponsor of DLV (the German Track and Field
Association) and supports various athletes with individual
sponsoring. GLS Belgium sponsors the national football team the
‘Red Devils' and GLS Spain sponsors women's sport including FC
Barcelona’s women's team.

Serving our customers

Despite working hard to minimise the disruption caused in the UK
by industrial action during the year, we have not always provided
the service our customers and society need and expect. We did not
achieve our regulatory quality of service targets largely due to the
industrial action, but also because of high levels of absence.
Improving quality is a key focus (see page 16 and 17).

Protecting human rights

We are committed to playing our part to uphold and protect human
rights in our businesses and across our supply chain globally.

We obey the laws, rules and regulations of every country in which
we operate and implement the UN Guiding Principles on Business
and Human Rights, the UN Declaration of Human Rights and the
International Labour Organization Fundamental Conventions
within our businesses and our supply chain. These cover freedom
of association, the abolition of forced labour, equality and the
elimination of child tabour.

Building awareness of modern slavery forms part of Royal Mail's
induction and compliance training, which is mandatory for all
managers. GLS provides online supply chain compliance training,
which also covers modern slavery. This training is mandatory for
alt personnel with purchasing authority or depot supervisory
function. In addition, modern slavery issues are hightighted
during face-to-face training with relevant GLS managers.

Royal Mail continues to focus on assessing supply chain risks
in relation to modern slavery and human trafficking, and

is exploring options for certification of third-party suppliers
for correct employment standards and signposting them

to modern day slavery training materials.

Our Modern Slavery Act Statement is available at
www.internationaldistributionsservices.com/sustainability/
reporting-and-performance.
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Operating responsibly

Maintaining stakeholders' trust by operating with integrity is essential if we are

to succeed and generate long-term value.

We implement policies and frameworks and business specific
strategies, policies and processes that are tailored to the needs of
our Royal Mail and GLS businesses and their respective stakeholders.
Information about key policies, including the Group's ESG Policy
Statement, is set out below and their implementation is described
throughout this ESG Review. The Group's ESG Policy Statement

is available at www.internationaldistributionsservices.com/en/
sustainability/governance/policies.

The ESG Committee provides Board-level oversight of the
implementation of our ESG Principles (see page 26) across the
Group. Information about the ESG Committee’s activities during
2022-23 is included on pages 101 and 102.

The Royal Mail and GLS Executive Boards, supported by dedicated
ESG functions, are responsible for ensuring effective execution

of their respective ESG strategies and alignment of targets,
policies and procedures with the Group’s ESG Principles and

ESG Policy Statement.

We assess the risks and opportunities arising from social and
environmental issues relevant to the Group at least once a year and
use our risk management framework to determine their criticality.
Information about our approach to risk management is included on
pages 46 to 49, and our management of climate-related risks and
opportunities is outlined in our TCFD Statement on pages 38 to 45.
As part of the Group’s remuneration arrangements, relevant ESG
performance metrics are reviewed and incorporated into the
Group’s incentive plans. Further information is available on page
106.

Our ethical standards

We aim to foster a culture based on honesty, integrity and
openness. The overarching business policies that set out our
approach to responsible conduct in our business and supply

chain are outlined on the next page. Copies of the policies are
available at www.internationaldistributionsservices.com/en/
sustainability/governance/policies and www.gls-group.eu/GROUP/
en/about-us/compliance.

Royal Mail employees have access to policies and guidance via the
People App, intranet or its communications channel, MyRoyalMail.

_Royal Mail operates a comprehensive ethics and compliance training
programme. All employees are required to undertake training
relevant to their role and managers are required to complete
compliance refresher training annually which includes an attestation
of the Royal Mail Business Standards. The completion rate for this
annual training for 2022-23 was 99.2%. Colleagues, contractors,
agency and casual workers, suppliers, business partners and the
public are encouraged to report any suspected policy breaches
through the business’ confidential whistleblowing process.

International Distributions Services plc
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The Group is independently rated as a leading
responsible business by numerous internationat
benchmarks for sustainability, including:

Included in both World and Europe Indices for
the transportation industry, with a score of 78.

Ranked in the 85th percentile of companies.
Constituent of both FTSE4Good UK and Europe.

Rated as AA.

Scored B rating, ahead of
industry average of C.
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GLS employees with computer access are assigned relevant
policies and guidance through an online system. Employees
without computer access can access print versions of the policies in
the depot locations. GLS’ compliance training approach consists of
online training for all white-collar employees, including employees
with purchasing or depot supervisory functions. These comprise
modern slavery awareness training and appropriate levels of
anti-corruption training.

GL.S operates a dedicated Whistleblowing Helpline that is available
for reporting and investigating allegations of criminal acts or similar
serious offences. GLS encourages employees, business partners
and third parties to report, in confidence, any concerns they have.

Royal Mail’s procurement vision is to deliver value to its business
and stakeholders whilst protecting them from risks. The business
is committed to embedding high standards of social, ethical

and environmental conduct across its supply chain. Royal Mail's
approach to responsible procurement also covers the timely
payment of suppliers. Its latest Payment Practices report (which
was published in October 2022) showed the percentage of invoices
paid in 61 days or more was 3% (October 2021: 2%).

Royal Mail was targeting 50 high-risk suppliers and subcontractors
reporting self-assessments or third-party sustainability audits via
Sedex by year end 2022-23. As at 26 March 2023, 43 suppliers were
active on the system and Royal Mail is continuing to work with
Sedex to expand coverage, including launching an onboarding
support programme to identify and sign up more suppliers.

Reporting standards
We are committed to being as open and transparent as possible
about our business. Our ESG reporting meets:

— The disclosure requirement Global Reporting Initiative (GRI)
Standards (Royal Mail - Comprehensive option and GLS - Core).
- Our obligations as a signatory to the United Nations Global Compact.

We engaged Bureau Veritas to provide assurance over reported
non-financial performance indicators and related assertions.

Its assurance covers environmental indicators and metrics

used to monitor culture, such as health and safety, sickness
absence and diversity. Assurance was performed in accordance
with the ISAE 3000 (Revised) and ISAE 3410 standards, and further
information, including the assurance statements, is available at
www.internationaldistributionsservices.com/en/sustainability/
reporting-and-performance.

Policy Scope
Group ESG Policy Sets out our ESG strategy, governance and commitments, including our support for the
Statement United Nations (UN) Global Compact and Universal Declaration of Human Rights.

Royal Mail Business

Outlines the behaviours Royal Mail expects from its employees, and others working on its behalf.

Standards (the GLS Code)

Standards The standards are about doing the right thing, following the law, acting honourably and treating
others with respect. They help the business’ employee to do the best job for its customers, keep
its people safe and protect its reputation. ’

GLS Code of Business Outlines the values and behaviours GLS expects from its employees and business partners.

Itis available in local languages for GLS employees and business partners.

Royal Mail Ethical
Business Policy: Anti-
Bribery & Corruption,
Conflicts of Interest,
Prevention of the
Facilitation of Tax Evasion

Sets out Royal Mail's approach to minimising the risk of bribery and corruption, and the facilitation
of tax evasion taking place in any part of our business. The business has a strict zero-tolerance policy
towards non-compliance with all applicable anti-bribery, corruption, money laundering, terrorist
financing and tax evasion laws. It requires employees to follow all internal procedures to prevent
bribery, corruption, conflicts of interest, money laundering, terrorist financing and the facilitation
of tax evasion, as well as processes for setting up new commercial arrangements with suppliers,
customers and other business partners.

Royal Mail Sustainable
Procurement Code
(the Procurement Code)

Outlines the environmental, social and ethical commitments and behaviours Royal Mail expects from
its suppliers and aims to ensure that the business only engages suppliers that meet its standards. This
code, which is based on the UN Global Compact Principles, requires Royal Mail's suppliers to adhere to
the UN Declaration of Human Rights, which is part of the business’ commitment to implementing the
UN Guiding Principles on Business and Human Rights. Royal Mail requires its suppliers to communicate
the Procurement Code in full to all relevant employee's within their organisations.

GLS Supplier Code

of Conduct Principles framework.

Sets out the standards GLS expects of its suppliers and is also based on the UN Global Compact

-

J
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TCFD Statement

We recognise climate change as a key global threat, and one that poses particular
risks and opportunities for our businesses. Identifying these risks and opportunities
enables us to enhance the resilience of the businesses and take advantage of the
opportunities it may offer.

We are committed to implementing the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD)
established by the Financial Stability Board. During the year we continued to make progress against these recommendations, and
have formally embedded the management of climate-related risks and opportunities into our governance and risk management
framework. However, we have further work to do to implement the guidelines in full and meet the expectations of the Financial
Reporting Council (FRC).

Statement of compliance

In accordance with Listing Rule 9.8.6R(8), this Annual Report is consistent with seven TCFD recommendations and partially consistent
with four of the recommended disclosures. In assessing our consistency we have followed the ‘Guidance for all sectors’. The areas
where we are not yet fully consistent with the recommendations are shown in the table below, while further details and the remedial
actions we are taking to achieve consistency, together with relevant timeframes, are explained in the sections that follow.

) Recommended disclosures Status Page
Governance a) Board's oversight of climate-related risks and opportunities. Consistent 39 and 40
b) Management's role in assessing and managing climate-related Consistent 39 and 40

risks and opportunities.

Strategy a) Climate-related risks and opportunities identified over the short, Consistent 40 to 43
medium, and long term.
b) Impact of climate-related risks and opportunities on businesses, Partially 44
strategy, and financial planning. consistent
) Resilience of strategy, taking into consideration different Consistent 44

climate-related scenarios, including a 2°C or lower scenario.

Risk a) Processes for identifying and assessing climate-related risks. Consistent 45
management b) Processes for managing climate-related risks. Partially 45
Consistent
¢) How processes for identifying, assessing, and managing climate- Partially 45
related risks are integrated into overall risk management. Consistent
Metrics a) Metrics used to assess climate-related risks and opportunities Partially 45
and targets in line with its strategy and risk management process. Consistent
b) Scope 1, Scope 2, and, if appropriate, Scope 3 GHG emissions, Consistent 45

and the related risks.

c) Targets used to manage climate-related risks and opportunities Consistent 45
and performance against targets.

N _/
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Climate-related governance

Board oversight

Executive management

-

The Board

Role

Relevant experience

The Board has formal oversight of climate-related risks
and opportunities (see below for information).

Key focus during 2022-23

The Board received training on ESG-related topics in 2021, and in March
2023, the ESG Committee received a training session from an external
specialist on TCFD and upcoming regulatory changes to environmental
reporting. Furthermore, one Board member has specific experience with
regard to ESG, as reflected within the skills matrix on page 86.

— The Audit and Risk Committee (ARC) was updated on the
environmental principal risk as part of the half-year and full-year
results review, which included climate-related metrics and targets.
There was a specific ‘spotlight on risk' in September 2022 to provide a
deeper focus on environmental risk and key remediation activity.

~ The ESG Committee received four updates on the environmental
strategies of Royal Mail and GLS, including progress made against
their climate-related metrics and targets.

- The ESG Committee oversaw the TCFD implementation project and
monitored progress via three updates from the Group's multi-
disciplinary TCFD Working Group (see below).

Audit and Risk Committee ESG Committee

The Board, through its Committees, increased its focus on climate-related matters in the year.

Specific responsibilities are delegated to the Board's Committees

- The ESG Committee received one update on investor feedback on the
Group's ESG performance, including climate-related metrics and
targets.

- By April 2023, the Group had established a formal governance
framework to reflect the TCFD recommendations. This included
changes to the ARC Terms of Reference, ESG Committee Terms of
Reference, Matters Reserved for the Board, the Group ESG Policy
Statement, and the Role of the CEOs.

Remuneration Committee

The ARC provides oversight of the Group's

Oversees the Group’s ESG agenda, and

Determines how ESG metrics, including

‘Climate Change and Environment' principal risk
and the progress made against goals and targets
for addressing climate-related issues. The ARCis
supported by the Royal Mait Audit and Risk
Committee (Royal Mail ARC) and the GLS Audit
and Risk Committee (GLS ARC), while the
executive leadership of each business and its
respective functions monitor day-to-day
management. During the year, the ARC received
environmental remediation updates, which
included climate-related metrics, risk indicators,

Royal Mail and GLS' progress with regard to
environmental strategies, stewardship and
performance, including climate-related goals
and targets, including steps to tackle climate
change and becoming a net zero business. In
March 2023 the ESG Committee’s Terms of
Reference were expanded to include oversight
over the suitability of systems and processes to
manage climate-related risks and opportunities.
The ESG Committee Chair updates the Board
on key topics discussed at the ESG Committee.

environmental and climate-related issues, are
considered within the remuneration policy and
how they will be taken into considerationiin
determining the final incentive pay decisions.

See pages 103 to 136

remediation activities and targets, from Royal
Mail ARC and GLS ARC. Starting in 2023-24, the
ARC will receive mare detailed climate-related
risk updates and use a standard risk-scoring
methodology to rank key climate risks and
opportunities, consider their probability and
potentialimpact, and their significance and
materiality, as part of the format risk
management cycle.

See pages 93 to 100

See pages 101 and 102

Executive management and their functions oversee day-to-day management

Royal Mail Executive Board and GLS Executive Board

Royal Mail ARC and GLS ARC

Responsible for day-to-day assessment and management of risks and
opportunities, and the delivery of each business’ environmental strategy.
The executive leadership of each business and its respective functions
monitor day-to-day management of these risks, which are reported to the
respective ARCs each year. In addition, goals, targets and other updates
relating to the decarbonisation process being undertaken by each business
(see page 27) are reported via dedicated workstream sponsors, respective
ESG teams and country managers on a quarterly basis. As of April 2023, the
CEOs of each business were made formally responsible for ensuring that
climate-related risks and opportunities are subject to effective business
controls and risk management processes as part of a twice-yearly cycle.

progress twice during the year and once post the year end.

During the year we established a multi-disciplinary TCFD Working Group to drive the company-wide implementation of TCFD. This group comprises
representatives from Company Secretariat, Risk, Finance, Legal and the Royal Mail and GLS ESG teams and has been warking with external
consultants to progress implementation of the TCFD recommendations. It canvened four times in the year and updated the ESG Committee on its

Responsible for overseeing the identification of environmental and
climate-related risks and overseeing progress of remediation plans.
In March 2023 the Royal Mail ARC and GLS ARC were made farmally
responsible for embedding the review all significant climate-related
risks. These committees report to the ARC (see risk management
process on pages 46 to 49).

)
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TCFD Statement continued

1. Governance

(a) Board’s oversight of climate-related risks and opportunities (consistent)

In March 2023, the Board and its Committees were made formally responsible for oversight of climate-related risks and opportunities,
which they perform via the governance and risk management framework outlined on the previous page. The Board takes climate-related
transitional risks and opportunities into account during strategy development, planning and investment decision making, which has
resulted in the design and implementation of our main decarbonisation initiatives that are monitored on an ongoing basis, as well as the
launch of more environmentally friendly products and services.

(b) Management’s role in assessing and managing climate-related risks and opportunities (consistent)

The Group formalised management's role in assessing and managing climate-related risks and opportunities for 2023-24. As part of this,
the management of specific climate-related risks (transitional and physical) was integrated into the Group's risk management framework
as a separate category, with dedicated climate-risk profiles being maintained across the Group by relevant members of the Royal Mail and
GLS senior management who are responsible for their management.

2. Strategy

(a) Climate-related risks and opportunities identified over the short, medium, and long term (consistent)

The Group is aware of the climate-related transitional risks and opportunities its businesses face over the short, medium, and long term.
It performed an analysis in 2021 and a second risk scenario survey and workshop in March 2023. As a result of this updated analysis, we
have re-ranked our climate-related physical and transition risks and opportunities, and reassessed their variation across climate
scenarios, operational geographies and time horizons. The most material identified risks and opportunities are detailed in the tables on the
following page.

Climate transition strategies

We are committed to managing our transition to a low-carbon economy through science-based decarbonisation strategies. Royal Mail and
GLS have developed strategies that are tailored to their respective businesses and markets. They have also set relevant and realistic
targets. In particular GLS has a different business model to Royal Mail. Its subsidiaries operate in 26 countries and nation states within
Europe and North America and over 85% of its emissions are Scope 3 and stem from vehicles operated by transport partners.

Royal Mail and GLS’ environmental strategies include pathways, targets and mitigating actions that will help us achieve our ambition to
become a low-carbon business, while offering a wide range of green solutions to our customers. We are committed to achieving zero
emissions from our operations by 2045 and have continued to progress and further define the respective strategies of our businesses to
achieve this. See pages 27 to 29.

Scenario analysis and identification of risks and opportunities

Our 2022 scenario analysis used information and data scenarios from the Network for Greening the Financial System (NGFS) and is based
on the latest TCFD guidance. The scenarios selected, which are widely recognised and comparable, apply the latest NGFS economic and
climate data, model versions and policy commitments in renewable energy and mitigation technologies, and reflect new country-level
commitments to reach zero emissions. The time horizons considered for these scenarios are Short term (< 2030); Medium term (2030-
2040); and Long term (> 2040), which were selected as they align to our strategic planning and broader climate-related policies and targets
to 2030 and 2040. In our analysis, the perceived materiality of the risks was also discussed and assessed in a qualitative manner by the
TCFD Working Group. '

Both of the Group's businesses operate in the same sectors, so no sector variations have been applied in our analysis. To account for
geographic variation in our transition risks and opportunities analysis, we have considered differences across geographies (UK, US,
Canada, France, Germany, Netherlands, Denmark, Italy and Ireland) and how previous policies and operations might provide a blueprint
for responses to transition risk uncertainty. We have assessed these at a high level over these geographies, using carbon taxation as a
proxy and looking at current exposure and exposure under the 1.5°C scenario. We have also considered geographic variation of exposure
to physical risks across the US, Canada, UK and Europe, which have not been deemed sufficiently material at Group level to detail in this
statement. The final analysis is presented at Group level and therefore combines all geographic considerations into a single assessment of
the Group's exposure.

@ International Distributions Services plc
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1.5°C rapid transition The world takes the rapid and drastic policy measures required to meet the ambition of

(orderly) the 2015 Paris Agreement. Key considerations for Royal Mail and GLS are to ensure that its
environment and business strategies are aligned with or are ahead of the policy requirements.
The decarbonisation plans of both businesses will require regular review to ensure that they
remain at pace with climate science and are aligned to requirements across all areas of
operation. The potential impact of physical risks are limited in this scenario, but there is high
potential for transition risks and opportunities. Both of the Group's businesses are committed
to reaching zero emissions before 2050 and are aligning their decarbonisation strategies in
support of the Paris Agreement to limit global warming to 1.5°C (see pages 27 to 29).

2°C steady transition Climate action policies are introduced early and become gradually more stringent, though not

(orderly) as high as in the 1.5°C scenario. Carbon price remains relatively low and the potential impact
of physical risks are relatively low, transition risks are moderate to high, and net zero CO,
emissions are achieved before 2070. This scenario would need regular reviews of the Group’s
decarbonisation plans and business strategy to ensure that plans remain aligned across all
areas of operation. Most significantly, the Group could expect a ban on new petrol/diesel
vehicles, which will increase the demand and uptake of EVs, which would have follow-on
impacts for the Group's distribution network. Meanwhile, physical risks would be integrated
into business continuity and business risk mitigation and adaptation planning.

Delayed 2°C transition Social, economic and technological trends do not shift markedly from historical patterns

leading to notable physical until 2030. The delay and divergence in responses across sectors and countries resultsin a

impacts (disorderly) disjointed transition ultimately reaching warming below 2°C. Carbon price rapidly increases.
Emission reductions need to be sharper than in the orderly scenario to limit warming to the
same target, so more severe transition risks are experienced. This scenario highlights the
increased volatility/market risks presented by a disorderly transition. The potential impact of
physical risks are significantly higher within this scenario, requiring more significant planning
for our business continuity to avoid or mitigate disruption to operations.

4°C business as usual Worst-case levels of global warming, with increasingly severe and frequent extreme weather
emissions, extreme warming causing extensive business disruption, as well as chronic changes to seasonal weather
(disorderly) patterns severely damaging economic growth. The Group would be required to comply
with current policy only from a regulatory perspective, but the physical impacts of climate
change would be significant, causing disruption to operations and the value chain. In this
scenario, transition risks are integrated into our business continuity and business risk
mitigation and adaptation planning.

We have applied the following three-step approach in our analysis of climate-related risks and opportunities:

i. Conducted a survey and held workshop discussions with representatives from the TCFD Working Group to discuss the risks and
opportunities in our operations, supply chain and markets.

ii. Examined the likelihood and impact of the climate risks and opportunities identified.

iii. Re-prioritised and ranked the identified risks and opportunities.

The analysis undertaken was largely qualitative, with one risk {carbon pricing) quantified for financial impact (see ‘Financial impacts’

below), and the appropriate strategic responses have been developed where possible. The analysis shows how an identified risk can be

mitigated by taking advantage of associated opportunities, while acknowledging the risks associated with each opportunity. We consider

materiality to correspond to risks and opportunities we deem to be of sufficient importance to our shareholders to include in our public

disclosures and will be considering the financial quantification of further risks going forward (see our definition of financial materiality on

page 144). ’
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TCFD Statement continued

Transition risks and opportunities .

Our transition risks are considered to be more material than physical risks due to Royal Mail and GLS' strong reliance on fleet and

customers’ rapidly changing expectations about decarbonisation. The transition risks and opportuntities that could have an impact, which
could lead to a material financial impact, are listed in the table below.
Short term (< 2030)

Medium term (2030-2040) Long term (> 2040)

Category Trend and impact

Likelihood
(risks) or effort
(opportunity)  Impact

Scenario Time horizon

Response & resilience

Policy & legal  Risk 1: The potential
impact associated

with carban taxes

High High Primary: 2°C

disorderly
Secondary: 1.5°C

Shortterm

on commercial fleet
and logistics activity,
which could increase
operating costs for
both businesses.

The Group’s businesses are transitioning
their last- and middle-mile fleets to low or
zero-emission alternatives, whether these
are part of its own fleet (Royal Mail) or
logistics partners (GLS). Main metrics:
percentage deployment of electric vans
and lower emissions larger trucks.

Energy source  Opportunity 1: The
use of lower emissions
transport in commercial
fleet has the potential
to reduce maintenance
and fuel costs over the
life-cycle of avehicle.

Short term

Initial Royal Mail findings suggest fleet
electrification can significantly reduce
maintenance and fuel costs over the

life- cycle of a vehicle when compared
with diesel equivalents, even after
factoring in costs associated with the
installation of charging infrastructure (see
Royal Mail ESG Report which is available at
www.internationaldistributionsservices.
com/en/sustainability/reporting-and-
performance).

Opportunity 2:
The potential use of
government schemes
and other subsidies
that promote low-
emission vehicle
alternatives among
commercial fleets,
thereby reducing
investment and
operating costs.

Medium High 1.5°C

Short term

The Group's businesses make use of
these incentives where they are available.
For example, Royal Mail has bid for the
Government's zero-emission road freight
trials funding, which enables price parity
with diesel equivalents.

Risk 2: Increased
stakeholder pressure

to actin respanse ta
climate-related risks

that causes reputational
damage to the Group's
businesses and misses the
opportunity to gain market
share, which could result
in aloss of revenues.

Reputation

Short term

The Group's businesses regularly engage
customers and prospects to provide
updates and details on their respective
decarbonisation actions and plans, and
broader management of climate-related
risks. Main metric: GHG emissions
Scopes 1,2and 3.

Policy &legal  Risk 3: Ban on the High Medium
sale of petrol and

diesel vehicles and

the intraduction of

low-emission zones

requiring alternative

fuel vehicles coutd impact

costs and create liabilities.

orderly

Primary: 1.5°C
Secondary: 2°C

Short term

The Group’s businesses are transitioning

their last- and middle-mile fleets to low-
or zero-emission alternatives, such as
electric vans, to mitigate this risk. Main
metrics: percentage deployment of electric
vans and lower emissions larger trucks.
See page 29.

Products & Medium

services

Opportunity 3:
Changing consumer
demands leading to
new products and
services, and gains
in market share.
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Short term

The Group's businesses continuously
develop their products and services

to make them more environmentally
friendly and appealing to customers. Main
metrics: GHG emissions Scopes 1, 2and 3,
and emissions per parcel delivered.
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Likelihood
(risks) or effort

Category Trend and impact (opportunity)  Impact

Scenario

Time horizon  Response & resilience

Policy & legal  Risk 4: Claims by peers, Medium
regulators, or customers

that products and

services fail to meet the

Group's claims of green/
low-carbon credentials

could damage its

reputation, creating a loss

in revenues, and exposing

it to fines from regulators.

High

Primary: 2°C
orderly

Secondary: 1.5°C

Shortterm The Group's businesses follow all
regulations and applicable advertising
marketing guidance with regard to their

environmental claims.

Market Opportunity 4: Joint Medium
ventures with other
companies/energy

providers in relation to

electric vehicles could

help reduce costs and

increase revenues.

High

Physical risks

2°C disorderly

Short term The Group's businesses consider
partnerships and joint ventures that
can facilitate the transition of their

fleets to electric vehicles.

Physical risks include risks arising from the physical effects of climate change, such as an increase in extreme weather events.
Some of these risks are already having an impact on our businesses but are considered less materially significant than transition
risks. The physical risks that could have an impact, which could lead to a material financial impact, are listed in the table below.

Short term (< 2030)

Category Trend and impact Likelihood Impact

Scenario

Medium term (2030-2040)

Long term (> 2040)

Time horizon  Resilience

Risk 1: Extreme weather Low
events could cause

damage to data centres

and reduce connectivity to
operations, resultingin a

loss of revenues and an
increase in costs.

Acute High

Primary: 4°C
Secondary: 2°C
disorderly

Medium term
mainly, but
with potential
impacts in the
short and long
term too.

As part of the management of operational
sites, the Group’s businesses consider a
range of physical risks, such as flooding
and storms, and take steps to prevent and
minimise these where possible.

Risk 2: Chronic risks
might have an ongoing
impact on supplier
operations where we
have sole suppliers for
certain raw materials/
components for electric
vehicles equipment,
which could results in
increased costs.

Chronic Medium

Long term The Group's businesses work with a
diverse pool of suppliers, from which
they aim to gather more information

on climate risk management.

Risk 3: Extreme
weather events
impacting employee
safety and wellbeing
could lead to aniincrease
in costs and liabilities,
and loss in revenues.

Medium Medium

Primary: 4°C

Secondary: 2°C
disorderly

Short term The Group's businesses monitor and
respond to the impact of changing weather
on their employees’ wellbeing as part of

ongoing health and safety programmes.

Risk 4: Extreme Medium Medium
weather events

(e.g. storms, flooding)

could impact operations

and facilities/equipment,

resulting in a loss

of revenues and

anincrease in costs.

Primary: 4°C

Secondary: 1.5°C

Short term As part of the management of aperational
sites, the Group's businesses consider
arange of physical risks such as flooding
and storms, and take steps to prevent

and minimise these where possible.
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TCFD Statement continued

(b) Impact of climate-related risks and opportunities on businesses, strategy, and financial planning (partially consistent)

The Group is aware of the main climate-related transitional risks and opportunities that its businesses face, and has taken these into
account during their respective strategic development and planning processes. This has resulted in the launch of more environmentally
friendly products and services, and the marketing of green credentials. It has also led to the development of our strategies for transitioning
our businesses to a low-carbon economy through science-based decarbonisation strategies, which are explained in further detail on
pages 27 to 29.

However, to be fully consistency with this recommendation, we are working to embed all newly identified sub-risks and opportunities into
our strategic reviews and business and budgetary planning cycles. We aim to be consistent with this recommendation by no later than 2025.

We have qualitatively described the impacts on the Group within the transition and physical risks tables on pages 42 and 43. To better
understand the potential impacts of one of our key transition risks, carbon taxes, we have undertaken a quantitative scenario analysis
which is described below.

Financial impacts

The Group has estimated the potential financial impact associated with carbon taxes on road transport and logistics activity for Royal Mail.
If the UK Government uses a carbon tax on the road transport and logistics sector as a key instrument in limiting global warming, then
Royal Mail would be estimated to experience significant increases in fuel spend unless mitigation measures were put in place. By comparison,
at GLS, the cost of these various tax schemes (e.g. carbon, road, congestion) would occur indirectly, to the extent that its logistics partners
choose to pass on their increased operational costs to GLS.

The quantitative analysis determines how a carbon tax would impact the cost of running Royal Mail's commercial vehicle fleet in 2025

(short term), 2030 (medium term) and 2040 (long term), as shown in the table below. The risk quantified is the unmitigated impact,

without any of the planned changes to operations or delivery madels. It was chosen to be quantified for Royal Mail as it was evaluated

as likely to impact the business within the next five years. NGFS fuel price and carbon taxes were used to estimate how different climate
" futures could drive changes in Royal Mail's operating costs. A series of simplifying assumptions were made to complete the analysis.!

In the case of GLS, where a comparable quantification of the direct impacts of this transition risk to its business cannot be made, we have
reviewed the differences in exposure to the additional vehicle-related transition risks across various geographies.

Going forward, the Group will continue to review the financial impact of its identified risks, and modify its assessments and mitigation
plans accordingly. For details on how our climate risks could impact the Group's viability see page 58 and page 144 for our definition of
financial materiality.

Quantitative scenario analysis of carbon taxes'

Fuel spend increase

Scenario

Key development

(relative to FY2021-22)

1. Net Zero orderly transition (1.5°C).

In a rapid transition, the high level of ambition to mitigate climate
change means high carbon and fuel prices to reduce emissions,
so total fuel spend is projected to increase substantially.

2025: £120 million (+59%)
2030: £200 million (+93%)
2040: £390 million (+183%)

2. Below 2°C orderly transition.

. Inasteady transition, a gradualincrease in climate policies

means carbon prices are kept lower than a rapid scenario, as

auxiliary policies absorb some of the decarbonisation burden.
Total fuel spend is projected to increase but not as much as in

the net zero scenario.

2025: £20 million (+11%)
2030: £40 million(+21%)
2040: £80 million (+38%)

3. Delayed 2°C disorderly transition | fossil fuel led
economic recovery undermines climate goals and
assumes disorderly management of physical risks.

In a delayed and disorderly transition, projected fuel spend does
not increase significantly in the short-term horizon, but in the
long term, the high carbon price required to limit global warming
is projected to increase total fuel spend rapidly and substantially.

2025: -£4 million (-2%)
2030: £10 million (+4%)
2040: £420 million (+201%)

4. Current Policies, NGFS hot house world (3°C).

In a business-as-usual scenario, projected total fuel spend does
not vary significantly.

Projected fuel spend does not
vary significantly

(c) Resilience of strategy, taking into consideration different climate-related scenarios, including a 2°C or lower scenario

(consistent)

Our approach to conducting our qualitative and quantitative scenario analyses is described on pages 40 and 41. Qur responses and
resilience as described within the transition and physical risk tables, is an indication of the overall resilience across the Group. Now that
a full set of risks and opportunities have been identified, the Group can determine that its existing responses and mitigating strategies
for its most material risks and opportunities are broadly effective at present. The Group will use its analysis to embed all climate risks
and opportunities into its strategic planning cycle with a view to being consistent with this recommendation by 2025.

1. Risks were quantified relative to Royal Mail's current-state business with no forward-looking assumptions about future fuel use. The cost of its current fuel demand was quantified using future-looking
fuel price and tax assumptions from NGFS. In the case of the ‘below 2°C orderly’ transition scenario, this was equal to 72.5 US$2010/t CO: in 2025; 96.7 US$2010/t COzin 2030; and 145.0 US$2010/t CO2in
2040. This enabled the scale of future unmitigated costs to be estimated without introducing additionat assumptions about how Royal Mail’s business could change or how mitigating activities could
impact future exposure.
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3. Risk management .

(a) Processes for identifying and assessing climate-related risks (consistent) '

In March 2023, the TCFD working group performed a Group-level climate scenario analysis and re-ranked its climate-related physicat and
transition risks and opportunities (in addition to the first analysis performed in 2022), and reassessed their variation across scenarios,
operational geographies and time horizons, based on the process described in Strategy paragraph (a) above. A cross-section of senior
management provided insights for this exercise. Through this collaboration, transition risks were identified as more significant to the
business than physical risks. Following this, a risk-scoring methodology has been applied to identify, rank and have ownership of climate
risks by the business going forward (see pages 39).

(b) Processes for managing climate-related risks (partially consistent)

The principal risk ‘Climate change and environmental management’ was managed through the Group's Risk Management Framework
during 2022-23, with the executive leadership of each company and their functions overseeing its day-to-day management. The process
used by the organisation to make decisions to mitigate, transfer, accept, or control those risks is further detailed on pages 46 to 55. In
March 2023, we formally integrated climate-related risks into the Group's Risk Management Framework, and a new risk-scoring
methodology was applied to identify and ranlcall ey climate rislcs to ensure there is ownership of all risks by the busincssaes.

Despite this progress, we will not be fully consistent with this recommendation until we have completed the embedding of the newly
identified sub-group of climate-related risks into the Royal Mail and GL.S risk management pracesses, and have reported these thrangh
the ARCs. We aim to be fully consistent with this recommendation by year-end 2023-24.

(c) How processes for identifying, assessing, and managing climate-related risks are integrated into overall risk management
(partially consistent)

The principal risk ‘Climate change and environmental management’ was managed through the Group's Risk Management Framework

during 2022-23, with the executive leadership of each company and their functions overseeing its day-to-day management. The process

used by the organisation to make decisions to mitigate, transfer, accept, or control those risks is further detailed on pages 46 to 55. In

March 2023, we formally integrated climate-related risks into the Group's Risk Management Framework, and a new risk-scoring

methodology was applied to identify and rank all key climate risks to ensure there is ownership of all risks by the businesses.

Despite this progress, we will not be fully consistent with this recommendation until we have completed the embedding of the newly
identified sub-group of climate-related risks into the Royal Mail and GLS risk management processes, and have reported these through
the ARCs. We aim to be fully consistent with this recommendation by year-end 2023-24.

4. Metrics and targets

(a) Metrics used to assess climate-related risks and opportunities in line with its strategy and risk management process
(partially consistent)

The Group discloses key cross-industry metrics that are in line with its strategy, which include GHG emissions (see page 28). The principal

risk ‘Climate change and environmental management’ was managed through the Group's Risk Management Framework during 2022-23

(see pages 46 to 49).

However, we will not be fully consistent with this recommendation until we have embedded all newly identified sub-group of climate-
related risks and their related metrics into the Royal Mail and GLS risk management processes, and are reporting these through the ARCs.
We aim to be fully consistent with this recommendation by year-end 2023-24.

(b) Scope 1, Scope 2, and, if appropriate, Scope 3 GHG emissions, and the related risks (consistent)

The Group’s businesses measure and disclose their Scope 1, Scope 2 and Scope 3 GHG emissions (see page 28), and consider the related risks
associated with these. In addition, Royal Mail and GLS use other targets, including intensity metrics, to gauge the effectiveness and
progress of their respective environmental strategies to become a low-carbon business.

(c) Targets used to manage climate-related risks and opportunities and performance against targets (consistent)

The Group tracks, manages and discloses its most material climate-related targets such as those related to GHG emissions and energy
usage, in addition to metrics related to mitigation actions, such as the deployment of EVs and biofuels (see page 29). In each case, we describe
the type of targets that apply, the time frames over which it applies and how it is measured. Our progress and performance against these
targets are described in more detail on pages 27 to 29.
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Risk Management

Through the implementation of risk management processes that promote a sound
control environment, we seek to identify, assess and manage risks that could impact

our business.

Risk management framework

Risk management processes and controls are utilised across the
Group. The Board has overall accountability for ensuring that we
operate sound risk management procedures and, on an annual
basis, assess their effectiveness (see page 82).

The Board has delegated responsibility for reviewing the effectiveness
of the Group’s risk management and internal control systems to
the Group Audit and Risk Committee (the ARC). The ARC seeks to
ensure that the Group operates prudent and effective controls that
allow significant risks to be identified, assessed and managed. In
fulfilling its duties, the ARC is supported by the Royal Mail and GLS
Audit and Risk Committees (the Royal Mail ARC' and the GLS ARC).

Our risk management framework

Risk management policies and procedures are utilised across the
Group and we provide guidance and support to relevant personnel
in their application. Management teams across Royal Mail and GLS
are responsible for the management of specific operational risks
and developing actions to mitigate their impact.

Our risk management processes and controls are designed to
manage rather than eliminate risk. Taking on manageable risks
is an inherent part of the Group's commercial activities and the
framework we operate can only provide reasonable and not
absolute assurance against misstatement or loss.

/

Top down

Principal
risk management

Audit and Risk Committee ) -

Third line

Independent assurance
by internal and external

— Review external environment.
~ Setrisk appetite.
~ Determine strategic response. -

Assess effectiveness of risk management
process and internal control systems.
Monitor principal risks.

- Report on principal risks and uncertainties.

providers over adequacy
and effectiveness of
mitigation provided

to the Board.

C Royal Mail Audit and Risk Committee GLS Audit and Risk Committee )

— Identify principal risks.
— Oversee mitigation plans.
- Monitor progress towards risk appetite. -

Royal Mail & GLS Executive Boards J Royal Mail Business Unit Leadership GLS Regional Management )

- Execution and delivery of mitigating actions. -
- Report on progress towards risk appetite.

Bottom up

Business unit/Regional
risk management

Consider completeness of identified risks . )
and adequacy of mitigation activity. Second line
Consider aggregate of risks across - Compliance monitoring
the business. and oversight of first
line thraugh regular
reviews, assessments
and dedicated
oversight functions.
Report current and emerging risks. First line
- Identify, evaluate and mitigate risks. - Primary controls
- Maintain risk profiles. to manage risks n
day-to-day operations.
/

\>

- _J

1. Previously named the Risk Management Committee.
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Risk appetite .

The Board sets the Group's risk appetite. This determines the target
level of risk we are prepared to take to achieve our strategic objectives
uver the medium to lony terrn and the extent ol controls we need to
operate in order to mitigate the Group’s risks.

The ARC monitors the Group's risk management activity within the
risk appetite throughout the year. Focused discussions on progress
towards target risk levels take place at the Royal Mail and GLS ARC
meetings at least twice a year.

Our Royal Mail and GLS Executive Boards and management teams
are accountable for identifying and managing risks and for delivering
the Group's objectives in accordance with the Group’s risk appetite.

To achieve our strategic objectives, it is necessary to take on, or
accept, certain risks. In doing so, we seek to ensure that:

- Weclearly understand our significant risks, their likelihood and
potential impact.

— The level of risk we take, or accept, is balanced against the
.potential benefits.

Our risk appetite ranges across low, low to moderate and moderate
to high tolerance levels and is broadly mapped against three risk
categories as illustrated in the adjacent table.

| ’

Risk appetite

Risk appetite level and link to principal risks'

Risk category (see pages 50 to 55)

-
Moderate to high

The Group takes well-informed risks to
achieve strategic objectives if potential
benefits outweigh risks, particularly where
the external risks are less inmanagement’s
direct control.

Strategic/
External

Y

Low to moderate

The Group works to achieve strategic
objectives through accepting, managing and/
or reducing risk to a low to moderate level,
as appropriate.

Operational/
Financial

N

Low

The business seeks to reduce the risk to
alow level as far as practically possible.

0000

Legal,
compliance
and regulatory

N

\

1. Theicons on this page and the following page are colour coded to illustrate the risks that relate to Royal Mail (red) and those that relate to GLS (blue).
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Risk Management continued

Our principal and emerging risks

Our principal risks are assessed by the Board on a bi-annual basis
and monitored by the ARC across the year. Emerging risks are
formally assessed by the ARC annually. The Board confirms that
robust risk assessments were completed during the financial year.

Our principal risks are detailed on pages 50 to 55. They are ordered
on a net risk basis which takes into account the estimated magnitude
of potential impact and likelihood of occurrence. We define a principal
risk as one which is currently or could have a significant impact on
the Group over the business planning cycle. Our principal risks are
also reflected in the key assumptions that form part of our viability
assessment process (see pages 56 to 58). The graphic below
illustrates our assessment of the likelihood of our principal risks
occurring and their estimated impact, and takes into account the
mitigating actions in place to manage each risk.

Net risks can move depending on circumstances at any time.
Movements between risk scores compared with the prior year
are highlighted on pages 50 to 55.

Changes to our principal risks
The following new risks have been added to our principal risks
since the publication of our 2021-22 Annual Report:

- Failure to manage liquidity - (Low risk for IDS plc but a material
risk for Royal Mail Group Ltd ): This risk was added to the
principal risks at half year due to the decline in the Royal Mail
business performance which had created a potential liquidity
risk for IDS plc. Since then, IDS Group management have taken
effective action to preserve liquidity at IDS plc and reduce the
risk score to low at the Group level. There remains a material
risk over liquidity at the Royal Mail Group Ltd level.

— Failure to secure Universal Service Obligation (USO) reform
(Moderate risk): The continuing structural decline in addressed
letter volumes and broader changes in the parcels market pose
significant risks to the financial sustainability of the USO. There is
arisk that the Government, in conjunction with the regulator,
Ofcom, decides not to make a permanent change to legislation to
reduce the number of required delivery days for the letter service.

The previous ‘UK Regulatory Framework risk’ has been removed
as the framework has now been set by Ofcom for the next five
years. Significant risks associated with compliance with'this
framework, including quality of service targets, are captured
within other principal risks.

Risk heatmap

Impact

Low Low to moderate

Moderate to high

Principal risks (see pages 50 to 55)

Industrial action

High Failure to reduce our operational cost base

Economic and political environment

Major breach of information security, data protection
regulation and/or cyber-attack

Customer expectations and our responsiveness to
market changes

" Talent: workforce for the future
Failure to secure USO reform (NEW)

Climate change and environmental management

Actual or suspected breaches of material law
and/or regulation

Business continuity and operational resilience

Health, safety and wellbeing

006000000000

Failure to manage liquidity (NEW)

Likelihood

.

A\ 4
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Risk identification, analysis and response

Strategy and objectives \
~ : R

Risk analysis

Identification

Description and scope

Assessment

Impact/Likelihood

N\ /
4 )

Risk management

Risk response

Tolerate/Mitigate/Transfer

Reporting

(I%
-

Identification, analysis and response

The identification and assessment of individual risks is a continuous
process that takes account of the internal and external business
environment as well as the effectiveness of the risk controls we
operate. Principal risk profiles are maintained by relevant members
of the Royal Mail and GLS Executive Boards. Business unit risk
profiles are also maintained at functional levels across the Royal Mail
business. During the year GLS implemented regional-level risk
profiles across its major countries.

Gross, net and target risk scores are evaluated as a product of
potential impact and likelihood, and are represented visually on
heatmaps within risk profiles to facilitate analysis and management
focus. These risk profiles provide visibility to management over
the effectiveness of control activities and mitigations. Each risk is
assessed considering the likelihood of the event occurring based
on multiple factors, the range of potential impacts and their
severity should the event occur.

Monitoring and reporting

Throughout the year, Royal Mail business unit leadership

teams review the risk profiles covering their functional areas

of responsibility. Formal risk assessments are undertaken on

a bi-annual basis ta coincide with the Group's full- and half-year
reporting cycle. GLS regional management reviews country-level
risks and centrally managed principal risk profiles are reviewed

by subject matter experts, twice a year. The outcomes of these
bi-annual assessments are reviewed by the Royal Mail and GLS
ARCs and then subsequently by the ARC. In addition, for Group
principal risks, there is a periodic cadence of remediation progress
reviews by the ARC known as ‘spotlights on risk’ (see page 94). The
Royal Mail and GLS management reviews and spotlights on risk are
used to inform, determine and monitor the Group's principal risks.

Emerging risks

We identify emerging risks through various discussions with
management and subject matter experts and other external
insights. All relevant information is captured in a horizon-scanning
analysis which serves to illustrate our potential future exposures
across a number of risk categories and helps us assess what
preparations may be required for new and potential future risks.

Emerging risk%ctivity is considered by the Royal Mail and GLS
ARCs, taking into account both external and internal factors to
ensure that a holistic view is taken. Updates on emerging risk
activity are regularly provided to the ARC.
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Our Principal Risks and Uncertainties

Detailed below are the principal risks we consider could threaten our
business model, the execution of our strategy, and the preservation and
creation of sustainable value for shareholders and other stakeholders.
How we seek to mitigate these risks and the change in risk score year-on-

year is also explained below.

Risk

Status

Controls and actions to mitigate

1. Industrial action — High risk

@00

There is extensive trade union representation
across our UK workforce, with strong and active
trade unions.

One or more material disagreements or disputes
could result in widespread localised or national
industrial action.

Industrial action would continue to cause
material disruption to our UK business and
would result in an immediate and potentially
ongoing significant loss of Group revenue. It
may also affect Royal Mail's ability to restore
Quality of Service levels and meet targets
prescribed by Ofcom, which may lead to
enforcement action, fines and loss of customers.

@

During the course of the year, the CWU balloted its
members in July and August 2022 and February
2023 on pay, change and job security, all of which
resulted in a majority in favour of industrial action.
Between August and December 2022, there were 18
days of industrial action, which have had an
estimated adverse direct netimpact on adjusted
operating profit.

In April 2023, following lengthy talks, including
facilitation by Acas and Sir Brendan Barber, a
Business Recovery, Transformation and Growth
Agreement was reached and ratified by the CWU's
Postal Executive Cammittee. The CWU will now
ballot its members with a recommendation to
approve the agreement. However, there remains
arisk of industrial action until the agreement is
approved by CWU members, or if other disputes
arise in the future.

Any further industrial action would cause
significant damage to the UK business, necessitate
further job losses and make the deal unaffordable.

Going forward, there are risks over the improvement
of industrial relations to ensure effective execution
of the agreement and business transformation.

- Operational contingency plans during
industrial action.

- Joint implementation of the Business
Recovery, Transformation and Growth
Agreement.

- Rollout of amodern and collaborative
framework to allow quicker decisions, trials
and change implementation.

- Joint review of the Royal Mail/ CWU
relationship supported by appropriate
expertise where required.

2. Failure to reduce our operational cost base (previously ‘Failure to reduce our cost base’) — High risk

\

@06

We must become more efficient and agile
to compete effectively in the parcel and
letter markets.

The successful delivery of Royal Mail and GLS’
strategies relies on the reduction of our
operational cost base whilst managing wider
economic pressures and the industrial relations
e