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TO ALL POSTAL BRANCHES

Dear Colleagues
AGREEMENT REACHED - REBUILDING ROYAL MAIL PART 1 AND PART 2

As explained in today’s National Briefing, please find attached a communication regarding
the agreement ‘Rebuilding Royal Mail part 2’ which has been unanimously agreed by the
Postal Executive. This agreement contains a straightforward three year pay deal,
alongside building on the commitments made in the original EP Group/CWU agreement of
the 18" December 2024.

We will now embark on a series of further communications with our reps and members
and it is important that our members fully understand the direct link between the December
2024 agreement and the Rebuilding Royal Mail part 2 agreement.

Confirmation of the ballot timetable will be issued shortly.

Please ensure the attached communication is distributed immediately to all
representatives and in all workplaces as soon as possible.

Any enquiries regarding this LTB should be addressed to Deputy General Secretary
(Postal) Department, Hayley Ford on hford@cwu.org.

Yours Sincerely,

I SRRV Save Wansl.

Martin Walsh Dave Ward
Deputy General Secretary (Postal) General Secretary
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“THIS IS A PIVOTAL MOMENT IN THE HISTORY OF
ROYAL MAIL. IT BUILDS UPON THE GROUNDBREAKING
AGREEMENT REACHED BETWEEN EP GROUP,

THE GOVERNMENT AND THE CWU.”
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The communications union
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The CWU Postal Executive has unanimously endorsed Rebuilding Royal
Mail part two - an agreement that includes a three-year settiement on
pay and improvements to terms and conditions. This agreement builds on
the original EP Group/CWU agreement of December 2024.

With EP Group now the sole owners of Royal Mail Group this agreement is their first major test. If we cannot rebuild trust in the
workplace, we cannot rebuild Royal Mail.

We have worked closely with EP Group and Royal Mail in recent weeks to focus on an agreement that will signal a complete
ethos change from the company.

We are pleased to confirm:

B The outcome of part two of Rebuilding Royal Mail is entirely in line with part one - this is crucial against the
background of the previous Board and senior management team breaking so many agreements.

I Both parties have agreed to decouple the link between pay and USO reform - firstly our members deserve a
straightforward pay deal after such a challenging period but also, any USO reform must stand on its own merits
and be subject to a separate vote of our members. This demonstrates the company are committed to getting this
right.

B In line with the EP/CWU agreement of the 18th December 2024, we have also agreed ongoing negotiations to
resolve the remaining outstanding issues within the timeframe of the origin.

The terms of this agreement cover all CWU grade employees in Royal Mail Group.

PAY

These negotiations have been extremely complex because there are so many challenging factors - the new
ownership of the company, the uncertainty regarding USO reforms and the financial situation of Royal Mail Group.

We also had to determine whether a one-year pay deal or a longer-term settlement was in the interest of our members. Firstly,
the commitment to a long-term agreement was in part one of the Rebuilding Royal Mail agreement. If we are to ask the employer
to abide by agreements, it is important we do the same. More importantly, after so much instability, this is an opportunity to
deliver certainty for our members on pay.

Year One - 4.2% pay rise — flowing through to all elements of pay, overtime and scheduled attendance. Fully backdated to 1st
April 2025.

Year Two and Three - Inflation (CPI) for both years, subject to reopener clauses. However, if CPI is less than 2% in either year,
employees will receive a minimum of 2%. If inflation is above 3% in either year, both parties can trigger a reopener clause.

The three year pay settlement will ensure that postal workers pay will match or rise above inflation for the next three years.
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ADDITIONAL EARNINGS OPPORTUNITIES

For too long now, any additional earnings opportunities from the company have been unrealistic, ill thought-out and all
about sacrificing quality of service. However, we believe EP Group have a different approach to this and want postal workers
to be able to make additional earnings.

I We have agreed with EP Group that we will trial and implement a new incentive scheme, which will give all
employees a realistic chance of additional earnings.

I We are also finalising the terms of the Employee Collective Benefit Trust — 10% of any dividend will be due to our
members once the company returns to profit.

B The employer has committed to offering more genuine opportunities for overtime and scheduled attendance
ahead of agency/casual workers.

IMPROVED VOLUNTARY REDUNDANCY TERMS

We have agreed an improved VR settlement which moved the maximum entitlement to 52 weeks and gives employees the
chance to accelerate through the ready reckoner at a greater pace to give more individuals the chance to hit the maximum
entitlement.

REDUCING RELIANCE ON AGENCY WORKERS

For the first time, Royal Mail have agreed a serious set of measures that will allow us to monitor, reduce and replace agency
workers with CWU grade workers. Options will include increasing contractual hours of permanent staff and introducing
regular overtime and scheduled attendance.

In line with the CWU/EP Group agreement of December 2024 we have reiterated and recommitted to resolving a number of
outstanding issues within the agreed timeframes.

EQUALISING NEW ENTRANTS TERMS AND CONDITIONS

In line with the EP/CWU agreement of the 18th December 2024, both parties have reaffirmed their commitment to ensuring
there is a full agreement in place on the pathway to equalising new entrants’ terms and conditions. We have also been clear
that any agreement on this must take into account the time that new entrants have already spent in employment with Royal
Mail.

We could not have stronger words on this in our agreement as both parties confirmed their “absolute commitment” to
equalisation.

We will agree the first step by September 2025.
We will agree the full plan by December 2025.

Ahead of these negotiations, it is vital that all new entrants join the CWU to further increase our bargaining power as we seek to
deliver the most effective and speedy route to equalisation.
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A REVIEW OF SCHEDULED ATTENDANCE AND OVERTIME

We will review and conclude an agreement on improving scheduled attendance and overtime rates by December 2025
— this is in line with Rebuilding Royal Mail Group part one.

SICK PAY ARRANGEMENTS - AN IMPROVED AGREEMENT

In line with the terms of Rebuilding Royal Mail part one, we will conclude these negotiations and introduce an improved
agreement by September 2025.

A NEW GROWTH AND INVESTMENT STRATEGY

For the first time, we are negotiating with an employer who wants to have a serious debate on growing products and
revenues and is prepared to engage frontline employees on this. By December 2025 this strategy will be in place and it
will give us the opportunity to genuinely shape the future of Royal Mail and our members jobs.

EMPLOYEE AND INDUSTRIAL RELATIONS

The reset starts now. This agreement provides an excellent platform for improving employee and industrial relations because
it is clear that both parties have worked in line with the part one document during these negotiations.

However, we know the true test will be at local level. What will now follow is a series of actions that will be focused on a whole
new ethos for the company with positive change in the workplace at its heart.

USO REFORM

Decoupling USO from pay is a major moment as it demonstrates the clear will and need to get it right. We have to acknowledge
that it also represents a different and more positive approach from the company as we look to rebuild trust at all levels.

The CWU are committed to the principle of USO reform. Change is necessary to grow the business and protect jobs. But that
change has to be done in the right way, it has to restore quality of service and it has to deliver benefits for CWU members.

There will now be separate negotiations on USO reform which both parties aim to conclude with an agreement by the 18th July -
subject to any announcement by Ofcom.

We are fully aware of how unsettling and counter-productive Royal Mail's approach to the USO has been up to this point — with
many offices reporting frame changes and managers reportedly stating dates for the introduction of change with or without an
agreement from the union.

In addition, the early results from the pilot offices have been mixed.
CWU members can be reassured by the commitments we have gained from this agreement on the approach to USO reform:

B There will be a separate national agreement on USO reform — there will be no deployment beyond the pilot
offices until this is in place.

B There will be no full deployment of USO reform until all issues from the pilot offices are resolved.

B Any agreement will set out a revised and more pragmatic approach to deployment, taking full account of the
lessons learned from the pilot sites.
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SUMMARY

This is a pivotal moment in the history of Royal Mail. It builds upon the groundbreaking agreement reached between EP
Group, the Government and the CWU last December and it is crucial that all members, reps and branches understand
the link between the two agreements. These two agreements offer everyone the chance to move on from the most bitter
dispute in the history of the company and the damaging managerial actions that have continued since.

There are still many challenges that need to be resolved but the Postal Executive believe that under the ownership of EP Group,
Royal Mail are finally starting to negotiate in good faith.

Ultimately, the change of approach we have seen nationally will filter to where it matters - in the workplace.

We ask all members to fully read both PART ONE and PART TWO of the Rebuilding Royal Mail agreements.
You can find links to both agreements below.

LINK ONE - REBUILDING ROYAL MAIL PART ONE - DECEMBER 2024

LINK TWO - REBUILDING ROYAL MAIL PART TWO - JULY 2025

We will embark on an extensive communications and engagement plan now which will include reps briefings, video, live
sessions, podcasts and more. We will then hold a member’s ballot and recommend members vote YES to endorse the
Rebuilding Royal Mail agreements, parts one and two.

Thank you for your patience and support.

r\ms\»k

Martin Walsh
Deputy General Secretary Postal

Dowre: Wrd.

Dave Ward
General Secretary

“ZWU

The communications union

CWU 150 The Broadway | Wimbledon | SW19 1RX | T: 020 8971 7200 | F: 020 8971 7300
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https://www.cwu.org/wp-content/uploads/2025/07/Rebuilding-Royal-Mail-Agreement-Part-1.pdf
https://www.cwu.org/wp-content/uploads/2025/07/CWU-Pay-Document-3rd-July-2025.pdf
https://www.cwu.org/wp-content/uploads/2025/07/CWU-Pay-Document-3rd-July-2025.pdf

REBUILDING ROYAL MAIL - A FRAMEWORK AGREEMENT BETWEEN EP GROUP AND CWU

This Agreement is dated 2024
1. Introduction — A Fresh Start

In response to the potential takeover of International Distribution Services ("IDS") and its subsidiaries,
which includes the Royal Mail Group (the "RMG") (the "Transaction"), EP UK BidCo Ltd ("EP Group")
and the Communication Workers Union (the "CWU") have reached this groundbreaking agreement
which is conditional in its entirety upon the Transaction being successfully completed and EP Group

becoming the controlling shareholder of IDS and RMG.

Underpinning every part of this agreement is a recognition and belief from both parties that the only
way to rebuild trust in RMG is for a fresh start in the way the business is run, at all levels and in every

workplace.

The agreement signifies a complete reset in Employee and industrial relations and is about putting

customers and postal workers back at the heart of everything we do.
2. Purpose and Objectives

The purpose of this agreement is to ensure the RMG has a sustainable and successful future that

benefits and aligns the interests of Employees, customers, the company and its shareholder(s).

This agreement is also designed to navigate the changes that RMG is required to undertake, if it is to
adapt and grow in a fundamentally changed world of communications and a rapidly evolving postal

and logistics sector.
The key objectives of the agreement are set out below:

2.1 For EP Group to provide the CWU with legally binding commitments that address the concerns

of Employees over job security and the future direction of the company.

2.2 For EP Group to demonstrate to Employees that they are a responsible long-term investor who

will maintain RMG as a company that adds social and economic value to the United Kingdom.

2.3 For EP Group and CWU to reset Employee and industrial relations by reaching agreement on clear

principles and a timeline to resolve a range of outstanding key issues in a mutually beneficial way.



2.4 For EP Group and CWU to amend the articles of association of the company enabling the

introduction of a radical new business and governance model for RMG.

2.5 For EP Group and CWU to agree to the introduction of an Employee Collective Benefit Trust,
creating a meaningful stake for Employees in the future of the company, whilst delivering growth,

the highest possible standards of service quality for customers and workforce efficiency.

2.6 For EP Group and CWU to agree a new plan to grow the business, alongside investment in the

workforce and infrastructure of the company.
3. Job Security - Legally Binding Protections for Employees

In recognition of the need to increase Employee confidence regarding job security and the future
direction of the company, EP Group and CWU have agreed a framework of legally binding and

enforceable protections for Employees, as set out below:

3.1 EP Group will ensure RMG remains an end-to-end service provider and there will be no sell-off or

break-up of any operational part of the existing company.

3.2 There will be no outsourcing of any CWU-represented grades or franchising of any part of the

existing RMG.

3.3 EP Group confirm they will not establish a separate Royal Mail branded, or otherwise, parcel

company and will pursue all growth opportunities through existing Employees and the core business.

3.4 EP Group confirm they will not operate Royal Mail as a 'gig economy' employer, there will be no
recruitment of owner drivers into Royal Mail and there will be no increase in the agreed level of 25%

of owner drivers in Parcelforce Worldwide.

3.5 EP Group will ensure RMG maximises full-time employment, remaining a predominantly full-time

employer, whilst continuing to offer less than full-time working and reasonable levels of overtime.

3.6 The legally binding commitments set out in 3.1 to 3.5 above will be jointly reviewed in a period
starting January 2028 and ending April 2028, in each case with a view to extending these, subject to
a joint assessment of the overall business performance and market conditions, at that time.
Additionally, both parties recognise that the nature of legally binding agreements requires a clause
that protects the parties in the event circumstances were to arise that threaten the ongoing viability

and very existence of RMG. Therefore, in such circumstances, EP Group reserves the right to



withdraw from the legally binding commitments set out in 3.1 to 3.5 above upon a three months

notice to CWU.

Additionally, the legally binding protections outlined below in 3.7 and 3.8 are ongoing and not subject

to any of the clauses set out in paragraph 3.6 above:

3.7 In addition to the pension scheme undertakings agreed between the UK Government and EP
Group, for as long as EP Group is the controlling shareholder of RMG, the pension surplus in both the
CARE and CASH BALANCE schemes will be allocated as follows: Subject to the agreement of the
pension scheme trustee board(s), at the appropriate time, it is agreed that any pension surplus from
any pension schemes will be split between investment into RMG and for the benefit of Employees,

with agreed funds to be distributed into the Employee Collective Benefit Trust.

3.8 For so long as EP Group remains the controlling shareholder in RMG, EP Group is committed to
improving industrial relations and abiding by all agreements between RMG, EP Group and the CWU
entered into following the Transaction. Furthermore, EP Group fully respects existing agreements
between RMG and CWU and will continue to support the Industrial Relations Framework and the
existing facilities arrangements for recognised trade union activities. Any future changes to these

arrangements will be by mutual agreement.

4. Maintaining Royal Mail Group as a key part of the UK's national infrastructure (UK Government

and EP Group Contractual Deed of Undertaking)

In addition to the legally binding commitments provided to the CWU, both parties welcome the
separate Deed of Undertakings reached between the UK Government and EP Group ("Deed of
Undertakings"). This contractual Deed of Undertakings provides assurances to Employees and the
country that Royal Mail will continue to operate in the national interest as the provider of UK postal
services, including guarantees on the future of the Universal Service Obligation (USO) and the stability

of the financial arrangements regarding the takeover.

A full copy of the Deed of Undertakings can be found on the UK Government website and this is

summarised below.



Institutional Stability

Significant commitments from EP Group to provide certainty over Royal Mail's position as a key UK

business, including:

1. Amending the Royal Mail Articles of Association, to ensure that HMG permission is sought before
moving Royal Mail's HQ, central operations or tax residency out of the UK (by way of a 'Golden Share'

owned by HMG).
2. Committing to IDS retaining its HQ and tax residency in the UK for at least five years.

3. Ensuring that the Secretary of State is notified prior to the onward sale of the Royal Mail
Group (RMG).

4. Ensuring the Royal Mail brand is protected.

5. Committing to no change in the control of GLS or Royal Mail for three years.

Financial Sustainability

Commitments from EP to maximise the chances of Royal Mail's financial success by:

6. Committing to prevent value extraction (subject to limited exceptions) until two tests are satisfied:

o A financial test that considers the debts of RMG so that value cannot be extracted if the company

is heavily indebted.

0 A quality test to ensure that value is not extracted unless RMG has maintained or improved its

performance as against its 2023-24 quality of service performance.
7. Restructuring the RMG balance sheet to remove an existing, substantial intra-group debt.

8. Ensuring RMG retains ownership or control of, or access to, assets necessary to deliver the universal

service obligation.

9. Ensuring that Royal Mail has sufficient financial means to meet the planned capital expenditure

required to implement its transformation agenda over the next three years.



10. Other than in the context of the existing IDS bonds, ensuring that RMG does not assume liability
for any non-RMG debt (including any refinancing of the acquisition debt) until such time as the value

extraction criteria above are met.
Regulatory Environment

Recognising the importance of postal services to UK citizens, there are further commitments from

EP to:

11. Meet the core regulatory requirements that RMG is subject to, including:

11.1. ensuring RMG is the universal service provider for as long as EP Group is in control; and

11.2. maintaining "one-price-goes-anywhere" service, with first class letters delivered six days a week.
12. Include a UK/British nationality requirement for at least two RMG directors.

13. Continue engagement, funding and participation with the Universal Postal Union (the UN
Specialised Agency for international postal cooperation, which sets the rules for international mail
exchanges and makes recommendations to boost mail, parcel and financial services volumes, while

improving service quality).

14. If RMG were ever re-listed on a public stock exchange, commit to do so on the London

Stock Exchange.

15. Consult certain Crown Dependencies & Overseas Territories on key proposals affecting their

designated operators or changes to terms of service.

16. Maintain commitments for RMG to achieve net zero by 2040 and GLS to reach zero CO2 emissions

by 2045, including by modernising and electrifying its fleet and cutting emissions.

17. Ensure HMG has sufficient access to RMG and information to monitor compliance with all

undertakings.
Stakeholders

Royal Mail's workforce is an integral part of day-to-day life in the UK and the commitments from EP

recognise this by:

18. Continuing to recognise the relevant postal-worker unions.



19. Committing to negotiate in good faith with the relevant unions and comply with any new

agreements RMG enters into with those unions.
20. Not taking any amount of surplus from the Royal Mail Pension Plan out of RMG.
5. Resolving Outstanding Issues

This agreement commits EP Group and CWU to a fresh start and a complete reset in Employee and
industrial relations. To facilitate this, EP Group and CWU have reached agreement to resolve a range
of outstanding issues in strict accordance with the agreed principles and timelines set out in 5.1 to
5.7 below. Furthermore, EP Group will ensure that RMG will support and abide by the full terms and

spirit of this agreement.
5.1 The Introduction of a New Resourcing Model

EP Group and CWU agree that there is a need to completely overhaul the existing Royal Mail
resourcing model to address the ongoing concerns over Quality of Service, retention of staff and
Employee motivation. Therefore, a new resourcing model will be introduced incorporating the

following elements:
(a) A new career path to equalizing new entrants' pay, terms and conditions

EP Group and CWU agree that there will be a review of the new entrant grade (those who joined
Royal Mail after December 2022 and going forward) and a new career path will be introduced to
equalize their pay, terms and conditions, alongside ensuring the necessary flexibility to grow the
business. This new career path will be based on agreed incremental steps over an agreed period of

time.

The detailed negotiations to design the new career path will be concluded no later than six months

post Transaction, with the first step being agreed within three months post Transaction.
(b) Reducing Reliance on Agency Workers

EP Group and CWU agree to review the level and utilisation of agency workers in the business with
the objective of reducing reliance on agency workers. EP supports maximising full-time employment,
limiting the use of agency workers to peak periods or other circumstances where work needs cannot

be covered by RMG Employees. This review will be finalised within six months post Transaction.



(c) Review of scheduled attendance and overtime rates

CWU and EP Group agree to jointly review all overtime and scheduled attendance rates, as both
parties recognise that the most efficient way to resource the company is to utilise our own staff,
through an effective mix of permanent hours, scheduled attendance and overtime. This review will

be finalised within six months post Transaction.

This review will also examine new ways to incentivise Employees who need additional earnings
opportunities, in a way that will also assist the need to grow the business and meet changing

customer requirements.
5.2 Pay from April 2025

EP Group and CWU agree the need to improve basic pay and recognize that a long term pay deal
would be beneficial to Employees and the stability of RMG. If there is no agreement on pay in place
from 1 April 2025, EP Group will ensure that a pay settlement is agreed and backdated within 3

months post Transaction.
5.3 A New Performance Incentive Scheme

EP Group and CWU are committed to introducing a new performance incentive scheme for all

Employees, that will be based on local/plant level measures.

To establish the parameters of this scheme, there will be a joint review of existing efficiency and
productivity measures and targets, with the aim of reaching an agreement on fair and equitable

measures of evaluation.

Both parties are committed to fully engaging with frontline Employees on the design and

development of this scheme.
5.4 Sick pay arrangements

In recognition of the significant reduction in absence levels and therefore, the cost of sick pay, current
sick pay arrangements will be reviewed, with a view to reaching an improved agreement that reflects
a more supportive approach for Employees by no later than three months after the completion of

the Transaction.

5.5 Review of Voluntary Redundancy Terms



EP Group and CWU agree that there is a need to review the current voluntary redundancy terms, as
a key measure to help avoid compulsory redundancies. Revised voluntary redundancy terms will be

agreed no later than three months after the completion of the Transaction.
5.6 A New Way of Working

EP Group and CWU recognise that postal workers are one of the most trusted groups of workers in
the UK and they possess the knowledge and experience to help deliver Quality of Service and grow

the business.

EP Group and CWU commit to pilot new ways of working, including mechanisms to allow postal
workers to have more say over day-to-day operations and management of workload. This will include,
but is not limited to, piloting a more supportive way of utilising the 'My Performance' application and
any performance data. The terms of the pilot will be agreed no later than two months after the

completion of the Transaction.
5.7 USO Reform

Both parties recognise the value and importance of ongoing discussions between Royal Mail and the
CWU regarding pilots of the proposed USO reforms. Following the outcome of the pilots, EP Group
and the CWU commit to reaching a full agreement on how any changes to the USO will be
implemented, in a mutually beneficial way. EP Group accept that any final agreement with the CWU
on USO Reform is also conditional on progress and implementation within the agreed timelines of

the issues set out in section 5 of this agreement.

As an upfront commitment, EP Group confirms that there will be no compulsory redundancies
throughout the period of implementation and full deployment of any agreed USO reform. The above
commitment is conditional on reaching a full agreement on the exact timeline and scope of the

implementation of agreed USO reform.

At the point of full deployment of any agreed USO Reform, both parties will agree a new long term
job security agreement with a view to extending the no compulsory redundancy commitment —
taking into account a joint assessment of the overall business performance and market conditions at

that time.



6. Rebuilding Royal Mail - A New Governance and Business model

EP Group and the CWU have agreed the most radical overhaul of governance in the company's history.
The changes below will be anchored in amending Royal Mail's Articles of Association. These changes

include the following:
6.1 Advisory Committee

(a) Creating a new Advisory Committee composed of representatives of EP Group and the CWU,
which, as stated above, will be contractually anchored within the amended Articles of Association of
Royal Mail. The Advisory Committee will meet at least on a monthly basis and operate in tandem
with Royal Mail's business calendar. The purpose of the Advisory Committee is to create a mechanism
by which the CWU can have meaningful influence over the future direction of the company and to
enable discussions regarding any and all matters that may concern the workforce and any operational

matters, including but not limited to:

- Royal Mail's business plan

- Growing Royal Mail

- Major industrial and Employee relations issues
- Capex initiatives

- Ongoing implementation of this agreement.

(b) The Advisory Committee will review and discuss any matters that require Board approval. While
final decisions and responsibility will always lie with the Board of Directors, the new Advisory
Committee will be entitled to comprehensively review proposals, input into the development of
operational changes and ultimately, present their recommendation in advance of the Board taking a
decision. The Advisory Committee shall be complementary to the existing structures and
communication channels between the unions and the management, and shall not substitute them in

any manner.

(c) The Advisory Committee will also not replace in any way the right of the CWU to collectively

bargain and negotiate on behalf of their members.



(d) Given the Deed of Obligations agreed with the UK Government and the key role Royal Mail has as
part of the national infrastructure, Government representatives will be invited on at least a twice-
yearly basis to hear from the Advisory Committee on the direction of the company and the progress

in implementing this agreement.
6.2 Mission Statement

Creating a new 'mission statement' which states that Royal Mail will be governed in the interest of
customers, Employees and the company, rather than just the shareholder(s). The statement should
also place maintaining Quality of Service and Royal Mail's important social role in communities across
the UK as primary goals of the company, alongside returning to profit. The mission statement will be

agreed and publicized post completion of the Transaction.
6.3 Executive Remuneration

Additionally, separate from the Articles of Association, EP Group commits to a fresh approach on
executive remuneration, as follows: EP Group commits to creating a new long term incentive
framework for executive remuneration, which will be subject to achieving long term goals, including
improving Quality of Service, growth in Royal Mail's revenue and productivity and independent
Employee and customer feedback among other things. Where appropriate, bonus criteria will be
aligned between Employees and executives. While designing a management reward scheme, EP

Group will prioritize long-term sustainable goals and success over short-term profits.
7. Rebuilding Royal Mail - An Employee Stake in the Success of the Business

EP Group and the CWU also recognise the importance of Employees having a meaningful stake in the
success of Royal Mail. This is seen as a crucial step to rebuild trust between Employees and the

company's leadership. Therefore, EP Group and the CWU have agreed the following:

(a) Creating a post-Transaction Employee Collective Benefit Trust ("ECBT"), into which 10% of
dividends from operating profit generated by Royal Mail's regular business activity for the preceding
year and destined for distribution up to EP Group will be contributed. This means that 10% of any
dividend paid out of RMG to the EP Group will go into the ECBT. Amounts paid to the ECBT will be
designated for distribution among Employees. The distribution among Employees shall be based on

agreed rules among the relevant stakeholders (including Royal Mail, EP Group and the CWU). The
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composition of the board of the ECBT will include representatives of CWU, EP Group and independent

trustees.

(b) The full terms of the ECBT will be drawn up into a legal contract no later than twelve months post

Transaction.
8. Rebuilding Royal Mail - A New Growth and Investment Strategy

EP Group and the CWU acknowledge that Royal Mail has the largest fleet of vehicles in the UK, a
presence in every community and one of the most trusted workforces in the country. These resources

provide a clear platform for growing the business in a sustainable way.

Both parties recognise that, in order to rebuild the company and compete in the wider market, new
growth initiatives must be undertaken. Therefore, EP Group and the CWU will jointly design a new

plan for growth and investment no later than six months after the completion of the Transaction.
9. Working Together

CWU and EP Group are committed to working together to deliver the terms of this agreement and
the future success of Royal Mail for all stakeholders. Both parties accept that the only way Royal Mail
will prosper and grow is if the words contained within this agreement are turned into actions. The

responsibility for this falls upon both parties.

It is in the interest of both parties that RMG grows the business and operates in a financially
self-sustainable way, generating value to be shared between shareholder and the Employees, while

delivering on quality for its customers.

As an early indication of our will to work together, EP Group and the CWU also jointly commit to
support for regulatory reform to create a level playing field for Royal Mail and its competitors in the

relevant markets in the UK.
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SIGNED by or on behalf of the parties on the date first above written:

For and on behalf of

EP UK BidCo Ltd

For and on behalf of

The Communication Workers Union
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REBUILDING ROYAL MAIL - PART TWO

1. Introduction

To rebuild Royal Mail the company recognises that any agreement between the employer and
CWU has to be different, deliverable and fundamentally improve the ways of working in
workplaces across the UK over recent years.

Now that the new owners of IDS (RMG) are in place, the start of this process is to work to the
exact terms of the EP Group/CWU agreement of December 2024 - this is the first step in
rebuilding the trust of employees and customers in the words and actions of the company.

The challenges of responding to changing customer needs and a rapidly evolving post and
logistics sector are real and Royal Mail Group’s current financial position does not allow us to
reach an agreement that willimmediately solve every issue.

However, these agreements deliver significant improvements to the pay, terms and conditions
of all RMG/CWU graded employees, alongside introducing a whole new ethos that will
guarantee employees gain further real and sustainable financial benefits from us jointly
rebuilding Royal Mail.

Putting employees and customers back at the heart of everything we do is critical to our future
success. This means having the best and most engaged workforce, the best employee terms
and conditions, the best working environment and the best customer service levels.

Both parties have agreed a three-part approach to rebuilding Royal Mail:
Part 1 — Rebuilding Royal Mail - EP Group / CWU Agreement December 2024.
Part 2 — This agreement.

Part 3 — All outstanding issues as set out in next steps of this agreement.

The terms of the rebuilding RM agreement parts 1 and 2 will now be subject to a ballot of CWU
members.

The terms of part 3 will also be subject to a ballot of CWU members once the agreement is
finalised.

2. Pay Settlement for all CWU Graded Employees

In line with the commitment made in the EP Group/CWU agreement of December 2024, a new
three-year pay settlement has now been agreed between RMG and CWU as follows:

Year 1 —April 2025

A consolidated 4.2% basic pay increase backdated to 1% April 2025, flowing through to all
elements of pay including, basic pay functional supplements, shift allowances, London pay
ranges, overtime and SA rates and Scottish distant island allowance.

Year 2 — April 2026
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- The equivalent rate of CPI inflation based on the three-month average of CPl inflation in
January, February, March 2026, as stated by the office of National Statistics. The award
will be effective from the 1t April 2026. This will flow through to all elements of pay as
set out in the 2025 award.

- Ifthe average three-month CPl inflation figure is less than 2%, all employees will receive
2%.

- If the average three-month CPI inflation figure is above 3%, there will be a reopener
clause for both parties to review the award against the overall financial and operational
performance of the business at that time.

Year 3 — April 2027

- The equivalent rate of CPI inflation based on the three-month average of CPI inflation in
January, February, March 2027, as stated by the office of National Statistics. The award
will be effective from the 1t April 2027. This will flow through to all elements of pay as
set out in the 2025 award.

- If the average three-month CPI inflation figure is less than 2%, all employees will receive
2%.

- If the average three-month CPI inflation figure is above 3%, there will be a reopener
clause for both parties to review the award against the overall financial and operational
performance of the business at that time.

3. Additional Earnings Opportunities

In line with the EP Group/CWU agreement of December 2024, on top of the pay increases set
out above, both Royal Mail and CWU are committed to providing meaningful additional earnings
opportunities for all employees as set out below:

- Theintroduction of a new performance incentive scheme.
- The implementation of the Employee Collective Benefit Trust (ECBT).

- Regular overtime and scheduled attendance opportunities as a clear preference to
utilising agency and casual workers.

4. Section 5-Resolved Issues

In line with the EP Group / CWU agreement of December 2024 we have agreed the following
resolutions to outstanding issues in Section 5:

4.1 Improving Voluntary Redundancy Terms
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Royal Mail and the CWU have discussed and consulted on the current voluntary redundancy
terms with a view to helping avoid the need for compulsory redundancies in line with the
Framework Agreement. As aresult, the following improved terms will now apply for any voluntary
redundancies:

Tapering will be removed with immediate effect.

- Anew formula increasing the maximum entitlement to 52-weeks

- Anincrease to the minimum entitlement from 8 to 13-weeks.

- Anincrease to the multiplier from 2 to 2.5 to enable faster acceleration for individuals to
progress through the ready reckoner. The new ready reckoner is in Appendix 1.

- PILON will not be payable in addition to redundancy payments.

4.2 Reducing Reliance on Agency Workers

RMG and CWU will reduce reliance on agency workers over the lifetime of this agreement. Both
parties agree regular overtime and scheduled attendance opportunities are a clear preference to
utilising agency and casual workers.

There will be clear measures introduced to ensure the numbers of agency workers are reducing
yearonyear. These numbers will be shared on an annual basis with all employees to demonstrate
that real progress has been made in practice.

RMG and CWU are also committed to maximising full-time employment and reducing the use of
agency workers to peak periods or other circumstances where work needs cannot be covered by
RMG employees

Actions willinclude:

- Assessing agency (including Angard) roles in place over 13 weeks for their suitability
to become core Royal Mail Group roles (including the opportunity of part-time
employees to increase their contracted hours or hiring a new Royal Mail Group
employee).

- Solutions to address difficult-to-resource duty patterns.

- RMG will provide the CWU with monthly updates relating to the level of agency use
across all business units.

- To ensure transparency, RODs, Divisional Reps and functional equivalents should

carry out regular reviews of agency resource utilisation as part of their regular SI
meetings, with the first one being complete no later than 1°* October 2025. This review
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should make clear recommendations within the units on reducing reliance on agency,
including reviewing duty structures, whilst recognising the requirement to resource
difficult periods.

4.3 A new Performance Incentive Scheme

A new employee incentive scheme will be agreed and piloted from September 2025, in two
phases, across a minimum of 12 delivery units across the UK, and 2 mail centre sites. Subject to
successful pilots, the target is to roll the programme out to all delivery units and mail centres by
no later than April 2026. Both parties are committed to fully engaging with frontline employees
on the design and development of this scheme.

A joint working group will develop incentive schemes for other parts of the business (Network,
PFW Hubs & Depots, Distribution, Fleet, Admin, and Engineering) to introduce similar self-
funding schemes, prefaced with pilots. These schemes will run concurrently with existing bonus
schemesin areas/functions where these are in place unless the working group recommends that
new arrangements replace those. The principle will be that no one will lose out on their current
ability to receive payments from current bonus schemes.

5. Next Steps

A resolution to all other outstanding issues will be finalised in line with the agreed timelines and
commitments from Section 5 of the EP Group / CWU agreement of December 2024.

These negotiations will commence with immediate effect and cover the following:

- The introduction of a new resourcing model including the equalisation of new
entrants' terms and conditions and the creation of a new career path, as set out
below. (See point six)

- Areview of scheduled attendance and overtime rates. (Concluded by no later than
December 2025)

- Sick pay arrangements — an improved agreement. (Concluded by no later than
September 2025)

- Anew way of working. (Concluded by no later than August 2025.)

- USO reform as set out below. (See point seven)

- The actions that will ensure the reset of employee and industrial relations.
(Concluded no later than September 2025)

- Theintroduction of a new growth and investment strategy. (Concluded by no later than
December 2025.)

6. New Resourcing Model
EP Group / Royal Mail Group reaffirm their absolute commitment to the equalisation of

new entrants pay, terms and conditions through the introduction of a new career path in
incremental steps, alongside ensuring the necessary flexibility to grow the business. In
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line with the timescales previously agreed, we will agree the first step in the equalisation
pathway in September 2025 with the full plan being agreed by no later than in December
2025.

There is a joint commitment to do everything possible to accelerate these timelines.

7. The Future of the USO

Subject to any decision from OFCOM, discussions are continuing on USO reform in line with the
following principles:

- There will be a full national agreement on USO reform. There will be no further
deployment beyond the pilot offices until this agreementis in place. The joint aim is
to agree the national agreement and deployment plan by no later than 18" July 2025.

- Both parties are committed to the first steps of implementation commencing as
soon as practically possible following Ofcom’s decision on USO reform.

- There will also be no full deployment of USO reform until we have evaluated and
remedied any issues from the ongoing pilot offices, via the agreed PIR process. We
will measure the success of the pilots against the need to deliver fair and achievable
workloads and hit quality of service standards.

- Once we have reached agreement for the full deployment of USO reform, we will

agree a full deployment plan, which respects the level of change happening in the
business and any potential impact on employees and customers.
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