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Group reported operating loss of £748 million (2021-22: £577 million profit), comprised of loss
in Royal Mail of £1,044 million (2021-22: £250 million profit) and a profit in GLS of £296 million

(2021-22: £327 million profit).

® Royal Mail adjusted operating loss of
£419 million (2021-22: £416 million
profit) due to industrial action, inability
to deliver the in-year benefits of
planned productivity improvements,
lower test kit volumes and a weaker
online retail market, partly offset by
successful management actions to
reduce costs and rightsize the business
in the second half of the year.

® Excluding voluntary redundancy
charges, adjusted operating loss of £386
million, in line with revised guidance.

® GLS adjusted operating profit of £348
million, up 1.8% year-on-year (0.2% in
Euros), with 7.5% adjusted operating
profit margin (down 60 basis points),
slightly ahead of consensus.
Impairment charge of £539 million as
carrying value of Royal Mail reduced to
£900 million given the current risk
backdrop and ongoing industrial
dispute.

Royal Mail:
- Delivering on change - good progress on
five-point plan: revisions now fully deployed,

c.10k reduction in FTE (Full Time Equivalent)
at end March 2023, exceeding target of c.5k,
delivering £150 million benefit in 2023-24,
rolled out dedicated parcel hubs and
Midlands Super Hub on track to open in June
2023.

- Pay & Change agreement ratified by CWU
Postal Executive Committee and
recommended to members. Creates platform
for the next phase of stabilising the business
whilst continuing to drive efficiency and
change, improve quality of service and
competitiveness, and reduce cost and
environmental impact. Cumulative pay
increases for next two years funded by
operational change efficiencies.

- Quality of service performance
disappointing, impacted by industrial action
and higher levels of absence. Improvement
plan is underway.

- Universal Service Obligation (USO)
requires major reform. We urge the
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Government to work with us to protect the
long-term sustainability of the one-price-
goes-anywhere Universal Service.

GLS:

- Resilient trading through a combination of
pricing actions, quality of service, targeted
efficiency measures and impact from
acquisitions. Prior year investments in
automation and digitalisation helped mitigate
cost pressures. Flexible business model,
balanced B2C and B2B portfolio, and
diversified geographic exposure continue to
underpin performance.

- Continuing to invest in growth, efficiency,
diversification and digitalisation through the
cycle.

Despite increase in net debt, balance sheet
remains strong with pre-IFRS16 net debt of
£181 million (2021-22: £307 million net cash)
and liquidity of £1.7 billion.

Dividend: Given the performance of Royal
Mail and increasing investment in GLS, Board
is not recommending a final dividend.
Outlook: Targeting Group adjusted operating
profit in 2023-24:

Royal Mail: Targeting to restore profitability in
Royal Mail over the two remaining years of
the recommended pay deal, with a return to
adjusted operating profit (before voluntary
redundancy costs) in 2024-25.

- Benefits of CWU agreement offset pay
costs over two years.

IPC

- Revenue growth initiatives reliant on
quality of service improvement.

- H12023-24 adjusted operating loss
expected to be higher year on year. H2
expected to see significant year on year
improvement, due to revenue recovery and
efficiency initiatives as well as lapping main
impacts of industrial disruption.

- Targeting 2023-24 in year trading cash
outflows to be offset with proceeds from real
estate disposals.

- Extent of progress dependent on
improvement in service quality and delivery of
change in operations.

GLS 2023-24:
- Revenue growth year on year in Euros
expected to be in the 3 to 5% range.

- Strategic initiatives such as the accelerated
roll-out of parcel lockers, Serbia start-up costs
and entry into new adjacent service areas
such as 2-person handling, will place
downward pressure on operating profit.
However, these initiatives will enable growth
opportunities to be captured and lay the
platform for long term margin expansion.
These initiatives, together with adverse
working days effects, are expected to result in
a temporary reduction in adjusted operating
profit to between €350 to €370 million.

- Underlying adjusted operating profit,
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excluding strategic investments and working sales, returning to historic 3-4% within 2-3
day effects, expected to be in the range €380  years.
to €400 million - only slightly below the
2022-23 outturn - despite challenging - Target €500 million adjusted operating
macroeconomic conditions. profit in 2026-27.
- Short term uplift in capex, to approx. 5% of Source: Royal Mall
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