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3 June 201 1

Mr Graeme Samuel

Chairman

Australian Competition and Consumer Commission

GPO Box 520

MELBOURNE VIC 3OO1

GPO Box 1777

Melbourne VIC 3001

tevel 19, 111 Eourke Street

Melbourne MC 3000

Telephone +ô1 3 910ô 6894

Facs¡mile +61 3 9206 4119

auspost.com.au

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 an increase 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 cunent four days) and thereby providing our customers with a more certain delivery

window.

As noted in previous conespondence 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 $1 12m 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

.ç*- -.----:L-.,^(,-
/-/ .lt Marshall

Acting Managing Director and Chief Executive Officer



Attachment 1

NOTIFICATION AND DETAILS OF CHANGES PROPOSED BYTHE AUSTRALIAN POSTAL CORPORATION FOR ITS

DOMESTIC RESERVED LETTER SERVICE

Notification of changes pursuant to section 952 of the Competition and Consumer Act, 2010

Name of Declared Person: Australian Postal Corporation (Australia Postl

whose address is: 111 Bourke Street, MELBOURNE VIC 3000

(Postal address: GPO Box 1777, MELBOURNE VIC 30011

hereby gives notice that it proposes to supply the goods or services described below at the prices and terms and

conditions indicated, effective from 4 July 201 1.

Description Locality, Proposed Prices, Terms and Conditions

The services, which are the subject of this notification, provide for the caniage by post, within Australia, of PreSort

Letters (including Charity Mail and Acquisition Mail) and Clean Mail, and the Reply Paid Annualfee at prices as

detailed in Schedule 1 of this Attachment.



Reasons for the changes:

The domestic reserved letter service operates in an environment of ongoing volume decline, continued growth in

delivery points and likely increases in input costs. This environment (which is similar for postal operators

worldwide) presents a long term challenge 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

0bligations.

ln July 2010 Australia Post launched Future Beady; a corporate wide transformation program. Future Ready

included a review of Australia Post's strategic objectives and identified three key strategies, one of which is to

restore the letters business to seltsustaining.

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 plus an appropriate rate of return; and

customers who migrate to Off Peak will provide Australia Post with the opportunity to explore

alternatives or variations to the current network (which is largely built around the need to perform to the

Ordinary letter delivery standard).

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 requirements of section 95G(7) of the

Competition and Consumer Act, 2010.

Date: 3 June 201 1

Acting Managing Director and Chief Executive Officer
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