GPO Box 1777
Melbourne VIC 3001

Level 19, 111 Bourke Street
Melbourne VIC 3000

Telephone +61 3 9106 6894
Facsimile +613 9206 4119

auspost.com.au

3 June 2011

Mr Graeme Samuel

Chairman

Australian Competition and Consumer Commission
GPO Box 520

MELBOURNE VIC 3001

Dear Graeme
Notification of changes to Australia Post’s domestic reserved letter service

Consistent with our obligations under the Competition and Consumer Act, 2010, the purpose of this
correspondence is to formally notify the Australian Competition and Consumer Commission (ACCC), of changes
{price and product design) within Australia Post's domestic reserved letter service effective 4 July 2011.

The changes that are the subject of this notification are the same as those to which the ACCC did not object to in
its Preliminary View of 27 May 2011.

The major elements of the changes are:

- an average increase to PreSort letter prices as follows:
o Regular letter prices increasing by an average of 2.8 cents (GST exclusive); and
o Off Peak letter prices increasing by an average of 0.9 cents (GST exclusive).

- price changes to Other letter services:
o an average increase to Clean Mail prices of 2.3 cents (GST exclusive); and
o anincrease to the Reply Paid annual fee (from $65 to $80).

- introduction of a specific Off Peak delivery timetable that that provides delivery over a two day window
(as opposed to the current four days) and thereby providing our customers with a more certain delivery
window.

As noted in previous correspondence we have undertaken a fundamental review of our business model to ensure
that letters can become a sustainable business that can continue to meet its Community Service Obligations. As
part of this review we also considered our strategic objectives and identified a key corporate strategy of restoring
the letters business to be self-sustaining.

Changes that are the subject of this notification support this strategy as:

- the product design changes will allow us to provide a service that will enable greater flexibility over
time; and

- the price changes will reduce the loss generated from the domestic reserved letter service.



As discussed with the ACCC, we have made some downward revision to the prices we originally proposed to
take account of customer feedback. We are very conscious of the fact that the proposed prices do not fully
recover the sum of the efficient costs of providing the domestic reserved letter service plus an appropriate rate of
return and as such the domestic reserved letter service will incur a loss of around $112m in 2011/12. While this
is not a satisfactory long term position we believe the pricing reflects current market realities.

Australia Post’s formal notification is provided at Attachment 1. Supporting information to the formal notification
is at Attachment 2.

Australia Post wishes to assist the ACCC in its consideration of this notification and toward prompt resolution of

any issues that may arise during the course of those considerations. Accordingly, please do not hesitate to
contact Mark Pollock, Manager Regulatory Affairs, on 9106 7578 if you have any questions.

Yours sincerely

Jim Marghall
Acting Managing Director and Chief Executive Officer



Attachment 1

NCTIFICATION AND DETAILS OF CHANGES PROPOSED BY THE AUSTRALIAN POSTAL CORPORATION FOR ITS
DOMESTIC RESERVED LETTER SERVICE

Naotification of changes pursuant to section 95Z of the Competition and Consumer Act, 2010

Name of Dectared Person: Australian Postal Corporation (Australia Post)

whose address is; 111 Bourke Street, MELBOURNE VIC 3000

(Postat address:  GPO Box 1777, MELBOURNE VIC 3001)

hereby gives notice that it proposes to supply the goods or services described below at the prices and terms and
conditicns indicated, effective from 4 July 2011,

Descripticn Locality, Proposed Prices, Terms and Conditions

The services, which are the subject of this notification, provide for the cariage by post, within Australia, of PreSort
Letters {including Charity Mail and Acquisition Mail) and Clean Mail, and the Reply Paid Annual fee at prices as
detailed in Schedule 1 of this Attachment.




Reasons for the changes:

The domastic reserved letter service operates in an environment of ongoing volume decling, continued growth in
defivery points and likely increases i input costs. This environment (which is simiiar for postal operators
worldwide) presents a long term chatlenge for Australia Post in providing a sustainable letter service (of which
the domestic reserved letter service is a substantial part} while continuing to meet its Community Service
Obligations.

In July 2010 Australia Post launched Future Ready; a corporate wide transformation program. Future Ready
included a review of Australia Post's strategic chjectives and identified three key strategies, one of which s to
restore the letters business to self-sustaining.

The need to restore the business to self-sustaining is essential as indefinitely continuing a service that does not
generate a reasonable rate of return is inherently inefficient for Australia Post.

The changes {price and product design) that are the subject of this notification will address revenue and cost
simultaneously. For PreSort;

- customers who choose to remain with Regular will provide more revenue towards covering the efficient
costs of providing the domestic reserved letter service pius an appropriate rate of return; and

- customers who migrate to Off Peak will provide Australia Post with the opportunity to explore
aiternatives or variations to the current network {which is fargely built around the need to perfarm to the
Ordinary letter delivery standardj.

Consideration having regard to section 95G(7) of the Competition and Consumer Act, 2010

Australia Post asserts that the proposed price changes do not result in revenues in excess of revenues based on
efficient costs and a reasonable rate of return and are consistent with the reguirements of section 95G(7) of the
Competition and Consumer Act, 2010.
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Date: 3 June 2011 Signature: Jim Marshall
Acting Managing Director and Chief Executive Officer



PreSort Letters

Schedule 1

Regular Delivery Same State BOT Diber State BOT Reswue Unharcoded Residue
Froposed Price Proposed Pnce Proposed Price Proposed Pace
Size / Weight Current Arnount S Var Cunent Amount % Var Current Amount S Mar Current Amaunt b Vai
Simal Leliers
Upto 126g $ 042718 0457 7.0% |8 043818 0473 BO% |8 04775 0B06 61% {8 0BiD[§ 0638 4.9%
Chasity Mail $ 0372(% 0462 83% |S 03835 0418 H1% [§ 04228 04%) 68% {$ 05108 0335 4.9%
Small Plus
Up 101254 $ 056013 0578 5% |[§ 0572 0605 s8% |$ O0BAN{S 0688 42% |3 0B00IS OB 60%
Medium
Up to 125y $ 0683{$ 0732 56% [S 0737|% 0776 3% {§ 0831 |$ 0868 46% |& 0.968 $ o1y 5%
Over 12500107500 | § 08138 0852 43% s w0t s 1040 39% | % 1106 $ 1144 34% $ 12498 1287 3.0%
taige
Up to 125y § 0840 0853 34% {$ osss|3 0897 32% Fs 098¢ |3 1018 28% [$ 1034)% 1062 27%
Over 126 up w2509 [ 195 1.183 z4% | ¢ 12438 1271 23% {38 137518 1403 20% |S t485(|§ 1513 1.9%
Over 250 upto 5009 | $ 158518 1623 A% [§ vy s 1758 16% {§ 181548 1843 15% {8 7.035|8 Z063 1 4%
O Peak Delivery Same State BOY Gther State 801 Residue Unbarcoded Residug
Proposed Prica Propused Pice Propused Frice Proposed frice
Suze / Wegin Curepnt Amount G Var Currant Amaunt %o Vat Cursent Amount S Val Current Amaunt  Yar
Srsll Letters
Up to 175 $ 0416 ¢ 0418 07% G427 |8 0420 OVN |$ G4BGES 0506 BB S a5 636 5.9%
Charsty Mal § 03561% 0DAB0 08% (8 0367[s 0370 08% ]S 040578 0478 59% {& 0505 0636 5.9%
Semafl Pius
Upto t2by $ 05308 0840 D2% [S 0SBELS 0867 02% |5 0.648|% 0688 60% [§ GV E 0840 §.7%
dedium
Up 6 125g $ 6671]% 0683 18% {s oyoa|s e vv% ls 082018 08069 0% |3 09633 1018 5%
Quer 125upta 250g | § 0875 |5 0887 1.4% $ 0988 08 13% 1§ 108408 144 5% {8 12368 1287 4.0%
Large
Ug to 128y $ 0803]% 0804 01% [& 0836FS 0837 0% |$ 0.979($ 1018 40% [$ 10288 1082 3.I%
Gver 12Gupto260g | & 10888 1.090 01% |§ 1.1565 $ 186 0% 133118 1403 64% | § t474 (8 1633 6%
Over 250 upto800g | & 137518 1376 Q1% |§ 1463 $ 1464 03% |3 16EDES 1843 1% |§ 19258 2083 7.2%
Acquisition Mait Same Sate BOT Gther State BOT Rosidue Unbarcoded Reswhun
Proposed Pice Proposed Price Proposed Prige Proposed Prce
Current Amourtl % Var Current Amaunt % Mar Cursant Amount % Var Current Amount % Var
O Peak Delvery
Sraall - up 10 125g § 0450018% 0316 33% [$ 6320|% 0330 I1% | 0465(% 0606 B5% {§ 080615 0535 598%
Smali Pus - upto 1260 |§ 0.4I5]§ 0430 38% {§ 0435|S 0450 34% 1% 08498 0688 60% |[$ 079535 0840 6.7%
Other Letter Prices Praposed Price
Current Amaunt % Var
Clean hail
Smatt $ 0510)8 05635 48%
Smal Pius $ 0800f% 0840 50%
Reply Pad
Annuat Fee $ £500]8$ 8000 23.1%

Notes/Commeants

All prices are GST Inclusive, excep for Extemat Tersitones where they are as stated but GST free,
Non-reserved products (over 2504 or more than four imes the BPR) are shaded






