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An Post response to ComReg’s Consuliation Paper 06/67 “An Post’s
Applicalion for Interim Price Increase — 2007’

An Post welcomes the opportunity to respond to ComReg’s consultation on ifs
application for an interim price increase in 2007, and would like to re-ilerate some
ey points from ils application (published in fult as 06/67a). This submission should
be read in conjunction with the application document, as not all points are repeated.
The comments below are in answer to the consultation question posed by ComReg.

Through the implementation of a range of efficiency and cosl-cutting measures and
improved volume performance, An Posl has achieved break-even [om 2004,
(ollowing substantial losses in previous years, However, the services comprising the
Universal Service Obligation (USO) continue to record significant losses and will do
so0 into the future if prices are not adjusted in line with cost.

The domestic portion of the USO is heavily loss-making (details avuilable to ComReg
on a confidenlial basis), but the headline tariff of 48¢ has remained unchanged since
Aupust 2003. Moreover, prior to 2003 there was a period of over a decade during
which the headline rale increased onty once, by 3c. As a result of this, even wilh the
proposed inferim increase, the price will remain lower in real terms (i.c. adjusted for
inflation) than in 1991,

By May 2007 payroll costs will have grown by approximately 19% from August
2003. Between August 2003 and March 2007 (when the interim price increase is due
for implementation), consumer prices will have risen by an estimated 12%. Wage
inflation is a key variable {for An Posl as postal services are highly lubour intensive,
With almost 80% of the cost associaled with the end-to-end handling of a standard
domestic letter accounled for by pay costs, il is unsustainable for An Post to absorb
cost increases of this magnitude without increases in the price of postal scrvices.
Accardingly, there is an absolule necessity for this interim price increase,

Consistent with the markel and regulalory imperative to ensure that prices are cosi
reflective, the interim price application has a number of progressive, innovative
provisions including:
o reduction of the tariff for letters less than 100g [rom 60c io 55¢c, giving a
single tariff for all letters up 1o 100g;
o introduction of a lc paymeni-method discount on letters for meter and
Ceadiinas licence customers.

1t is the intention of An Post to submit a full price application in 2007 for planned
implementation in January 2008, This will be necessary in order to (i) ensure al an
agpregale level that the remuneration of the USO is sufficient to cover cost and (if)
ensure ai a micro level that prices are cost reflective, appropriate to a liberalised
environment with increasing competition, and consistent with the An Post strategic
imitiatives 1o grow mail volumes and secure economyies (hat will benefil all postal
USCrS.

In the interim period An Post and ComReg are working co-operatively to ensure carly
implementation ol the systems, templates and revicw mechanisms necessary to



achieve compliance with {he new Accounting Direction (issued in December 2006),
Insofar as possible given the timelincs, the Ml application will be based on 2007
Regulatory Accounts out-tums (i.e. for as many months of 2007 as il is practicable to
include) prepared in accordance with the new Accounting Direction.

In the course of 2007 An Post will be conducting a detailed review af its bulk
discounts, including the services offered, the price levels and the price relativities.
The consultation paper makes a number of comments with regard to the existing
discounts, for instance that the pre-sort discount should — on an intuitive basis ~ be
larger than the discount for a service which is sorted aulomatically. This does not
necessarily follow, and it should be borne in mind that a significant portion of mail is
now routinely sorted to the level of the postal route through antornated processes, In
anny cvent, as recognised in the consultation paper, the review process described will
address all of these issues, and will have the benefit of new accounting information.
For the purposes of the current price applicalion, An Post believes that the net
increase of 2c for all bulk discount letter services is a good interim solution, leaving
essentially unchanged the structure of the bulk discounts as approved in 2003.'

It is important o note that the standard postal tari T in Treland is well below average
levels for the EU15 comparator group, whereas Irish consumer prices are generally at
the very top end of the scale for this group of countries, reflecting costs. Even aller
an increase to 35c, the letter tarill in Ireland is lowest in the comparator group at
100g, fourth lowest at 50g, and less than 3c above the EUL3 average at 20g. Using a
weighted average price for all letler traffic below 100g, the 55¢ tariff is the Fourth
fowest in the comparator group, approximately 8% below the average valuc.

In conclusion, An Post very much recommends the interim price application as
submilted to ComReg, believing that it represenis an important step forward in
ensuring the future provision of a high-quality USO service on a viable basis.
Particularly important in this vegard is the link envisaged between quality
performance in 2007 and the timing of the implementation of the 2008 price increase.

£

! Bull discount services are priced off the corresponding retail rale. For example, where the retail
letter rate is 48¢, a discount amount of Jc wilt give a net price of 39c. With the introduction of the
payment-method discount, which will apply to meter and Cendiinas mail, both the payment-meitiod
discount and the bull discount will apply in enlculating the net bulk discount price. The net price
increase of 2 refers to the final price following opplication of both diseounts. In tlds regard, it is
necessary to correct puge 7 of ComReg’s consulintivn paper — first bullet point under ‘Discounts’ and
footnote 19, "The discount in the example increases by dc rather than Se. However, when the ryment-
melhod discount is tuken into account, the net result is the same.
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Title : An Post's Application for Interim Price Increase - 2007
Contact : postalconsult@comreg.ie
Expiry

Respondents Name : C Bradley

Comments : An Post put up the price of non-natiocnal stamps by 10c last
March (and atamps to Britain by 15¢). A week before the price of non-
national stamps were raised to 75c, I purchased a large cuantity of 60c
stamps for my small office. Stamps Direct neglected to advise that
they would be essentially useless in a short time. I am spent a lot of
time unsing non-sticky 5¢ and 10c stamps in addition to my sticlky &0c
stamps. This was a vast waste of time and it took almost 3 months to
use up the stamps which I could not return without losing a percentage
of the cost. There no 15c stamp. I note there ies a huge array of
useless stamp denominations like lc, 7c, 12c, etc, 50 why no useful
15c? BAn Post should consider getting rid of all the lower denomination
stamps and using the money they save in okher departments. Stamps of
an unusual value are already printed oukt as needed for parcels.
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18 January 2007

Ms. Sinead Devey

Commission for Communications Regulation
Irish Life Centre

Abbey Street

Freepost

Dublin 1

Reference: Submission re ComReg (6/67

Dear Ms. Sinead Devey,

In relation (o the prospered price increase by An Post for regular Letter, Large Envelope
and Packel mail. I must disagree with the proposed price increase at this lime as the
service should be improved and restructured before any price rise is granted.

As a small business we send approximately 6,000 items of mail per annum, 500 per
month. This price rise will have an impact on the cost of doing business without any
increase in service from An Post. I will outlined the main areas I would like to see
improved by An Post before any price increase is sanctioned in the future. These
improvements would greatly improve the postal service in Ireland and benefit businesses
and customers of An Post.

‘Second Class Mail

There is currently no second class mail system offered by An Post. Such a service is
essential for business. Mail-shots, company newsletters and other correspondence ofien
do not require next day delivery and 2-3 days would be sufficient. A second class mailing
service similar to the Royal Mail in the UK would be ideal, Royal Mail charge 24p/35.8¢
(April 2007 Rates) for second class mail. A similar price structure in Ireland would
greatly reduce costs for business, and the extra volume of mail resulting from this would
also increase revenue at An Post. Although before a second class mail service is
introduced An Post must first improve their next day delivery rate, as it currently falls
below the ComReg target for mail delivery.

Online Stamp Printing



USPS in the USA and the Royal Mail in the UK have both introduced postage printing
online. The printing service enables you 1o print postage or shipping labels from your
computer and printer using the Internet, 24 howrs a day, 7 days a week. This is a fantastic
service and enables customers and businesses to mail with ease. As a business which
mails products both to Ireland and internationally this service would save many {rips to
the post office and greatly simplify the mailing process.

An Post can benefit greatly from the Internet and from businesses who work online. eBay
sellers in Treland is a perfect example of how printing your own shipping labels and
postage make sense. This makes the entire process simpler increasing ihc number of users
of the postal service and thus volume of mail.

In the USA it is possible to print personalised stamps using your own photos, this service
is available at photostamps.com and zazzle.com a premium is charged for this service
creating extra revenue for An Post.

Payment Options at Post Offices

Currently it is nol easy for businesses or customers to purchase postal services al an An
Post, Post Office. An Post does not accept Laser Card, Credit Card or Business Cheque as
payment for postal services, including stamps at the Post Office. Cash is king at the Post
Office which is a disadvantage as it requires me {o carry cash lo the post office,
sometimes hundreds of euro to pay for stamps and postage which is a security liability for
myself and the post office. An Post needs to offer more payment options other than cash,
1 don’{ consider the AIB banking service as an option as not everyone has an AIB

account, also as An Post enters the banking sector I can see this service being
discontinued.

Stamp Purchase Options

As mentioned above you need cash to purchase stamps at a post office. An Post does
offer a mail-order option for ordering stamps for business, although you need to
download an application form from their website, fill it in, send with payment via mail
and 2-3 days later your stamps will be delivered.

An Post also offer stamps via their stamp collector’s service, www,irishstamps.ie this is a
great service but An Post is not marketing it as a solution for stamp purchase for the
public and business it is marketed as a stamp collectors website, Also www.irishstamps.ie
only accepts credit cards (VISA/Mastercard) and not Laser Cards which is a
disappointment as otherwise it’s a great service.

Stamp vending machines are a great way for people to quickly buy stamps at ithe post
office. Current vending machines at some post offices offer limited stamp options,
normally only 48¢ boollets. An Post should invest in betler vending machine which
dispense stamps of all dominations. Clear posiage rates and should also be displayed on



large posters in every post office to reduce confusion of postage rales, as they are not
currently displayed in every post office.

Ideally online stamp printing is the solution, but An Post also needs {0 move over to the
www.irishstamps.ie style system for selling stamps online and add Laser Card payment to
the service. They should also consider offering other supplies similar to the USPS which
sells many supplies useful for business, http://shop.usps.com

Post Offices and Social Welfare Payments

An Post has a great nationwide post office network which is well suited for social welfare
payments, but on Fridays it compromises their postal service in many towns thronghout
Ireland. Large post offices in cities avoid this problem by offering at least one counter
designated as postage services only. This works extremely well in Limerick for example
and enables people who require postal services only to avoid the long queues. Many
towns throughout Ireland do not offer this, Naas {s one T have experienced often with
long queues and no designated postal counter. An extra desk for postal services only
should be implemented in large post office nationwide to concenlrate on An Posts core
business, mail.

Bulk Mailing / Bulk Stamp Purchaging

We purchase all our 48c¢ stamps in December for the entire year, as we save 4% on the
stamp purchases due to An Post’s Christmas Stamp Booklet (buy twenty five 48¢ stamps
get one free) I buy these booldlets in bulk and make a considerable saving. If T was to buy
stamps in the normal 100 boxes I would make no saving, This is typical of An Post not
rewarding their regular business customers who use their service regularly. Instead they
reward the casual user who sends maybe 25/50 Christmas Cards every December, not the
business user who send thousands of items of mail per annum.

The franking machine solution should be reformed as il is not cost effective for small and
medivum sized businesses and is not compatible with IP (Intemet Protocol) infrastructure
as it requires a phone line. Broadband is currently available via wireless, cable and
satellite so a phone line is not a necessity for businesses so franking machines should be
able to work via IP.

A recent Irish Times article showed that the average business sends less than 500 ilems of
mail per month; they do not benefit from any of An Post’s bulk mail services as the
volume is too low. An Post should introduce a price plan to facility these business
customers, and should at the very least offer ithe same discount as the Christmas Stamp
booklets to their business customers.

TV Adverts :
The recent An Post television adverts cost money and these adverts are produced every
time that An Post requests a price rise. They try and convey a fantastic company image,



and mentioning how greal a service they offer the customer and business, as a business 1
have to disagree. While each company is entiiled to advertise and market their service it

does annoy me greatly that An Post do this at the same {ime asking for a 13.7% increase
in standard mail.

Post Codes

I cannot stress how important Post Codes are to Treland. Twelve to eighieen months ago
this was mentioned, but since then we have not heard of its progress. Post Codes in
Ireland, in my view are extremely important and I would like fo see progress being made
on this. Post Codes would not only benefit An Post and reduce incorrect mailing delivery,
it would also benefit all delivery service providers in the country. I would urge ComReg

to implement post codes in Ireland as soon as possible and have An Post sign up Lo it
before any agreement on price rises.

Can you please confirm delivery of this letter regarding the proposed price increase of
post costs at An Post.

Kind regards,

Luke Maurice Curle
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Reference: Submission re ComReg 06/67

Submitted by:

lan McArdle

Head of Regulatory Affairs
CwWu

575 North Circular Road
Dublin 1



Reference: Submission re ComReg 06/67

Communications Workers’ Union
Reference: Submission re ComReg 06/67

Introduction

The Communications Workers” Union (CWU) represents approximately 18,000 workers
employed in the communications sector in the Republic of Ireland, of which 8,500 are
employed by An Post, the applicant in respect of the consultation document 06/67 issued
by the Commission for Communications Regulation (ComReg).

The financial well being and viability of An Post as a business into the future has clear
and obvious implications for the job security and general economic well being of the staff
in An Post. As the representative body for the vast majority of those staff it is incumbent
on the CWU to articulate its view in relation to the proposal to increase the price of
domestic postal services as detailed in the ComReg consultation document 06/67.

As the union with negotiating rights for 8,500 An Post staff and in light of the positive
working relationship as exists between both parties, the Union should be considered an
important stakeholder with a central role to play in the future success of the business.
CWU has an intimate knowledge of the business within An Post and on that basis makes
the following submission regarding An Post’s proposals to increase the price of its
domestic reserved services from 1% March 2007 for consideration by ComReg.

Consultation Question
What in your opinion are the pros and cons of ComReg concurring with An Post’s
proposal for an ‘interim’ price increase to be implemented on 1 March 2007?

In order to fully consider this subject one must put the question of an ‘interim’ price
increase in context and examine the factors contributing to, and affected by, the decision
to properly examine the pros and cons as the case might be.

Communications Workers” Union 15" January 2006
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BACKGROUND:

Tariff Principles and Universal Service Obligation

One of the fundamental considerations for ComReg when reviewing An Post’s pricing
proposals will be the Tariff Principles as set out in Regulation 9(1) of the European
Communities (Postal Services) Regulations, 2002, S.1. No. 616 of 2002 (the “Postal
Regulations”) which states that:

‘The tariffs for each of the services provided by a universal service provider which form
part of its universal service shall comply with the following principles:

(a) prices must be affordable and must be such that all users have access to the
services provided;

(b) prices must be geared to costs;

(c) comply with any uniform tariff decided by the Regulator under paragraph (2);

(d) the application of a uniform tariff shall not exlude the right of An Post to
conclude individual agreements on prices with customers and;

(e) tariffs must be transparent and non-discriminatory.

These principles clearly set out that the tariffs should be ‘affordable and must be such
that all users have access to the services provided’ in addition to this they should be
‘geared to costs’. As such it is imperative that the proposed price increases continue to
ensure accessibility at an affordable price that is aligned to the costs of running the
business.

In addition, An Post must meet its obligations as the Universal Service Provider in an
environment that has seen the reserved area reduced in phases whilst the company adapts
to the rigours of the open market. As a supporter of Universal Service, CWU believes
that an appropriate pricing strategy that allows An Post to provide the USO on a
financially stable basis whilst meeting its commitments to its staff in line with national
wage agreements is essential to the continued success of the company.

Furthermore CWU considers it important that ComReg reflects on the Policy Direction
12, issued by the Minister for Communications, Marine and Natural Resources in
February 2003, pursuant to Section 13 of the Communications Regulation Act 2002. The
Policy Direction states ‘the Commission shall ensure that, in making regulatory decisions
in relation to the postal universal service obligation, it considers the impact of such
decisions on the cost of sustaining the universal service, which costs include per
employee costs arising from national pay policy.’

Communications Workers” Union 15" January 2006



Reference: Submission re ComReg 06/67

CPI and Cost Increases

It is the firm belief of the CWU, for reasons detailed below, that ComReg should concur
with An Post’s proposal for an interim price increase in the context of increased CPI and
business costs which have been absorbed by the company whilst the price of domestic
letter services have not increased for the last 3 Y2 years.

It should be noted that in the last 15 years the headline tariffs for the domestic letter have
increased only twice; in April 2002 the price increased by 3c and in August it moved by
7c. This represents an increase of 26% in the headline tariff for that period. In the same
period CPI has increased by 52.3%. Though the proposed price increase to 55c¢ will
mean that, in nominal terms, the tariff is 45% higher than the 1991 rate, it is still
significantly below the CPI rate for that period at 52.3%.

As such the proposed increases adhere to the Tariff Principles as outlined above in so far
as they are actually below the CPI rate for the reference period and should, on that basis,
be considered reasonable and affordable.

In the period since August 2003 there has been no increase in the headline tariff of 48c
and should an increase be implemented in March 2007 as proposed, it will be the first
increase in 42 months.

In the same period An Post has had to absorb cumulative increases in its labour costs of
18.9%. This, in conjunction with significant rises in the costs of fuel and energy, has
placed the company in a financially perilous position that will only be exacerbated in the
absence of a pricing structure review.

With pay costs accounting for over 70% of the domestic letter service and non-pay
accounting for the remainder, the composite increase in costs for An Post in the period
August 2003 to the end of 2007, using this ratio, is in the region of 17.7%. The increase
being sought by An Post, at 14.6%, is significantly lower than the costs as predicted.

Indeed one could argue that this is not aligned to the Tariff Principle that states increases
should be ‘geared to costs’ given that the increase is not enough to meet the costs.
However it should be noted that CWU is committed to continue to work in partnership
with the An Post management to ensure that change programmes aimed at improving
efficiency and quality of service are delivered without delay in the interests of all
stakeholders and the continued success of the business.

Communications Workers” Union 15" January 2006
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As such the proposed tariff increase should be considered to comply with the principle
that the increase must be “geared to cost’ while at the same time it will provide the
company with the appropriate resources to meet its obligations under national wage
agreements. In conjunction with this, CWU recognises the importance of the new
Accounting Direction which will provide the necessary accounting information to
establish An Post’s compliance with Regulation 9 “Tariff Principles” in 2007.

The price of reserved ‘large envelope’ and ‘packet’ products has not been reviewed in the
last 12 months and CWU concurs with ComReg’s view that the weighted price increase
as proposed ‘compares satisfactorily’ with a movement in the CPI of 4.4% in the 12
months to the end of November 2006.

For these reasons CWU believes that a review of the pricing structure within An Post as
proposed is essential to ensure the future success of the business and its ability to meet its
commitments as the Universal Service Provider in conjunction with fulfilling its
commitments to its staff under the national pay agreements.

Positive Pricing Structure
There are a number of innovations within the An Post proposals that the CWU wishes to
highlight.

An Post is proposing to remove the differential in the price for the 50g and 100g fully
paid service which represents a decrease of 8.3% on the current tariff of 60c for letters
from 50-100g. Such a development should be recognised as positive and indeed worthy
given that the company is operating in an increasingly competitive environment. General
consumers will welcome this move by An Post and CWU welcomes it as strengthening
the company’s commitment to its Universal Service Obligations.

In addition to this the company has committed to introduce a discount of 1c for payment
by meter franking/Ceadunas. CWU supports this proposal on the basis that it should be
recognised as a development that is good for the business community that should drive an
increase in volumes.

Furthermore if should be noted that a study by Price Waterhouse Coopers conducted as
part of the European Commission’s review of the postal sector in Europe has found that
that Ireland has the sixth lowest letter price adjusted for purchase power parity out of
twenty seven states. With twenty one states charging more for their letter post it is
apparent that there is room for An Post to increase its tariffs and still remain in line with
other European states.

Communications Workers” Union 15" January 2006
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Commitment to Quality

CWU would echo the views of An Post in its proposal that there is no legal basis for the
alignment of quality of service improvement with price increases. Equally however
CWU shares the view that the company should be committed to the provision of a high
quality, reliable service at affordable prices to its customers.

In that regard, CWU recognises the innovative proposal by An Post to link the
implementation of price increases in 2008 to the achievement of quality of service
improvements in 2007. As previously stated, CWU is committed to working with the
new Chief Executive and An Post management to deliver on the agreed change
programmes that will help the company realise cost savings through efficiency gains and
improvements in the quality of service delivered to the customer.

Consultation Question
What in your opinion are the pros and cons of ComReg concurring with An Post’s
proposal for an ‘interim’ price increase to be implemented on 1 March 2007?

Summary
CWU fully supports An Post’s proposals for an interim price increase in the reserved

domestic tariffs and feels that a compelling case featuring numerous pros has been made
for what is in effect a moderate, justifiable and ultimately warranted price increase.
Given that 3 % years will have elapsed since the last price review for An Post should this
application be successful, CWU believes that the increases being sought are in line CPI
and business cost increases for the same period.

In seeking this increase the company is merely ensuring that it can comply with its
Universal Service Obligations whilst moving ahead strategically in an increasingly
competitive environment without the threat of potential losses, a substantial pro in and of
itself.

As outlined above, the increases being sought are in line with the Tariff Principles as set
out in Regulation 9 of the Postal Regulations in so far as they are affordable, ensure that
services are accessible and are geared to costs. The company, in welcoming the new
Accounting Direction from ComReg, is further committed to ensuring that their cost
gearing is transparent and appropriate.

Furthermore the innovative aspects of the An Post proposals in relation to pricing and
quality of service are worthy of note and are further evidence of a company this is
committed to positive progress and continued high levels of customer service in an
increasingly competitive environment.

Communications Workers” Union 15" January 2006
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The discounts as proposed will benefit the citizen and the business consumer alike and
this should be recognised as something that can only help to drive an increase in mail
volumes.

A potential con, as may be argued by some, is that the increase might have a potential
negative impact on mail volumes. The CWU does accept this argument and believes the
moderate increase as proposed, taken in conjunction with the proposed discounts, will not
lead to a diminution in volumes and should in fact have the opposite effect.

As such and given the pros and cons outlined herein, the CWU would urge ComReg to
recognise the merits of these reasonable views and concur with An Post’s proposal for an
interim price increase to be implemented on 1 March 2007.

Communications Workers” Union 15" January 2006
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An Post’s Application for Interim Price Increase -2007
ESB Customer Supply Response
ComReg’s Consultation Paper

Ref: Submission re ComReg 06/67

19" January 2007

ESB Customer Supply welcomes the opportunity to respond to the Commission’s
consultation paper.

1.

“Discounted” bulk mail services

The specification for the rate applied to ESB Supply bill postage requires a
minimum quantity of 2000.

Currently ESB Customer Supply issues in excess of 50,000 bills & letters
daily and we expect that there are additional avoided costs for An Post of
delivering such significant volumes, well in excess of the 2,000 minimum
quantity on which the discount is based.

We believe that consideration should be given to reviewing the costs of
providing the postal delivery service at different levels in excess of the
minimum quantity that is set at present of 2,000 for “discounted services”.

We are disappointed that such a review is not proposed as part of the current
application for a price increase and that there will not be a higher discount in
place this year for higher volumes of post.

Timing Of Price Increase
The timing of the proposed price increase has not allowed us to budget for
this proposed increase in our 2007 Budget. It is important that any proposed

change in prices are finalised ahead of the financial year in which they apply
as the postal charges are a significant cost to our business.

171
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There are many elements to the price of An Post services. The cost to the consumer is
more than the cost of a stamp. It is invidious of An Post to state that they have nothad a
price increase for 42 months and that the incresse was 14.2%. This submission by An
Post makes a mockery of the use of the word transparent. It is submitted that the

application should be rejected simply on the basis of the false information used in support
of the application.

1)

2)

3)

4)

An Post abolished the concept of 2™ class mail (previously called Printed Matier).
They promuised that thereafter all mail would be ireated as first class mail. What
actually happened was the first class service was abolished. At that time next day
deliveries of first class post was 96% and second class was 84%. Today the next
day delivery results average 74%. It is therefore misleading to compare the price
of a first ckass stamp now with that of a first class stamp in 2002, Notwithstanding
the fact that today there is a reduction of 10% in delivery rates of second class
mail as it stood, the correct comparison should be the price of a second class
stamp in 2002 and a stamp in 2007. This is an increase From March 1% 2002 to
March 1% 2007 (when the new tariff is proposed) in the order of 100% being from
28p to a proposed S5c.

The service provided by An Post in return for the price of a stamp is &lso a cost
factor to the customer. For instance An Post will still pnarantee next day delivery
but only ifthe customer nses Swiftpost costing €5 for the same service that cost
24p in 2002. Clearly the company is capable of making next day deliveries but
fails to do so unless they are paid €3. It is submitted this is in clear breach of the
companies statutory obligations.

The clearest evidence of the failure of pricing structure of An Post is the falling
mail volumes at a time when the potential customers, ie population and
businesses, has substantially increased. An Post appears to be unconcerned at
these fallimg vohumes. In my case I mailed 350,000 items in 2004, Due to the
service ofifered by An Post I reduced this mailing to 195,000 items in 2005 in the
mistaken belief An Post might do something to address problems. An Post were
not concerned at this reduction. In 2006 I further decreased my mailing to
150,000 items. Again An Post were unconcerned, It is submitted that An Post
should be actively seeking to increase volumes whereas the actual posmon is that
they are actively. pushing increased volumes to their competitors.It is submitted
controlling costs and increasing volumes is the only strategy for success.
Continued priee increases simply prolongs a strategy which has proven to be one
of abject failure over recent years.

‘While personal experience cannot be equated with the overall position I can
confirm similar problems being experienced by colleagues in business. I can only
submit personal experience but respect{"ully suggest my experiences are unigue to
me.In the the period 2004-2006 1 shipped 400,000 items to Newry in Northern
Ireland for my UK customers. 1 paid a bulk rate of 27p sterling as against a charge
of 75¢ being levied by An Post. It seems inconceivabie to me that An Post would
be paying, Royal Mail 27p per item on much larger volumes and there isno
jusification for charging 75c¢ for a letter posted to the UK, Equally as important
and also a cost factor for the user is that by posting within the UK the average



5)

7

delivery time is in the order of two days. By posting in Ireland to the UK the
average delivery time is 11 days. This is a considerable cost to the consumer.

I use Postaim for my bulk mailings. In the period concerned there has been &
change in pre sort from a pre sort requirement of 40 postal districts to 150 postal
districts, This constitutes a price increase for An Post in that there is far less
handling bearing in mind that the bulk of the costs of An Post are labour. From
my calculations the increase in cost to the customer is 14% for extra pre sorting
and the saving to An Post is a further 19% in handling costs associated with
Postaim. Similarly while the regulations state An Post will collect items of mail
for Postaim in practice they do not. In November 2006 An Post advised me there
was a cherge of €600 to send a van to collect my mail. In the event a private
contractor did the same job for €180. This is a further cost increase for the
consumer. I submit it is the area of cost control which An Post should address
rather than further increasing an already uncompetitive pricing stucture.
Similarly with Postaim it simply defies logic that An Post withdraw this service
from Nov 17" (in 2006) to Christmas and prior to elections etc. On the same date
they launched a service whereby they offer customers a free stamp in a booklet
for immediate delivery (postaim is a 10 day delivery) and spend heavily to
promote this service. This makes no commercial sense. It is yet another price
increase affecting the consumer.

In terms of increasing volume there is no incentive for the consumer to do so
under existing price and service structures. For instance under Postaim there is a
saving of just 1c per item between mailing 250,000 items and 500,000 items. The
difference between mailing 2000 items and 500,000 items is Sc. Thisis a
completely unrealistic *incentive’ in a business environment whereby the major
cost, labour costs, are enormously reduced for the supplier. In my personal case ]
can say I have a market for 750,000 items, 90% of which would be speculative
mailings. Enfortunately the cost of this service, especially in relation to the
service prowvided for this cost, far outweigh the potential benefits, I suggest there
should be a saving of at least 23% to encourage larger volumes- contrast this with
the increase applied for and the maths speak for themselves. [ have reduced my
mailings with An Post by 50% over the past three years yet An Post submit they
are committed to increasing volumes. Recent press announcement concerning the
Land Regisiry account would clearly confirm I am not alone in my experience.
The pricing structure has gat to a level where it is now the same price to posi
goods to Ireland with no pre sort requirement from Switzerland and Belgium as
within Ireland. In a personal capacity I posted 10,000 items from each of these
countries as an experiment in 2006, It is my intention to increase the volumes
from Belgium to Ireland from 10,000 items in 2006 to my entire mailings by
2009. An Post still have to sort and handle these mailings but without the revenue.
Clearly this makes no commercial sense. In 1970 when I purchased my company
the cost of mailing my goods was 4% of the cost of producing the goods. Today
the cost of posting the goods is 41% of the production costs, Notwithstanding this
the only proposal An Post make is to re submit data which has proven to be
inaccurate: and seek to further increase the cost to consumers, The cost other
services regulated by the Commission has fallen drastically and resulted in



increased profits for the suppliers. Conirast this with the enormous increases in a
like for like service offered by An Post over recent years and its continueing
financial difficulties.

8) Itis submitted that there is nothing in the application to address the problem of
mailings being made with other operators. I am informed by Royal Mail in
Northern Ireland that users from the Republic account for a substantial
percentage, estimated at 25%, of their business. I submit addressing the issue of
increasing volumes and reducing costs is clearly the only proven successful
business sirategy in todays business environment. I offer the Ryanair phenomenon
as being a clear confirmation of the success of this strategy.

9) Itis recognised that a strearnlined profitable An Post is highly desireable. It is
submitted that the current strategy has a proven history of failure.
Notwithstanding this there is no sirategy to address this failure outlined in the
application of An Post. It is no more than a continuation of an already failed
strategy. An Post has had major infrastructural investment and a complete change
of operating systems over recent years, Notwithstanding promises made in
support of various price applications in recent years the net result of the promises
and this investment has been a 20% reduction in delivery times and a 100%
increase in the cost to the consumer in the provision of a like for like service. It is
beyond comprehension that An Post seems incapable of addressing this situation.

10)1 submit that the number of incorrectly delivered items of mail is a significant
factor in the consumer being driven to other suppliers. These significant volumes
of missing post are a further cost to the consumer. The results of the quality of
service survey indicates 98% of mail is delivered within 3 days. No mention is
made of what happens the remaining 2%. I can only submit personal experience. I
have put An Post on notice on many occasions of my receipt of mail not for my
company. Often I only get three deliveries of post per week. An Post explanation
for this is that they are aware of incorrectly delivered mail to my office and
accordingly they require exira time to fully screen my post. Notwithstanding this
in the period December 1% 2006 to January 3™ 2007 16% of post received was not
for my company. Orders for Christmas goods ordered between December 17" and
19" were delivered to me on December 29" and January 3%, On January 5 2007
I had a call from Allied Irish Banks advising they had approximately 100 letters
addressed to me. On collecting this the porter advised me that it had not been
delivered to the Bank but had been found by him on the street approximately half
way between my office and the bank. An Post simply do not care about their
customers and customer relations do not exist in any form. The only explanation
from An Paost in this case was that if f&ll out of a delivery bag but nobody was
held to account. This is a cost issue over and above the cost of a stamp, to me as a
consumer. Should the bank not have found the goods An Post would have
benefited two fold: firstly by not delivering goods they were paid to deliver but
more seriously for my company there were payments of €210.85 in postal orders
which woulld not have been cashed, An Post should be obliged to advise the
Commissien of the value of postal orders uncashed for a period of six months
after issue. I get many calls from clients confirming they sent me an order with
payment for goods. In pretty well all of these cases we have not received the order



or if we hawve, the client has not received the goods posted. This is a significant
cost to my company over and ebove the cost of postage. It is also significant in
terms of company image and retaining the confidence of customers, As a direct
result of this failure to comply with statutory requirements by An Post every order
valued in excess of €50 is sent via private operators rather than An Post.

11) It is submitted the Commission should have a survey of a sample of 5000
customers who have used the service on 10 occasions in the last 12 months, It is
suggested this might very well indicate a significant percentage of consumers
have had post go astray which is both a cost issue and a confidence issue for
CONSUIMers.

12} It is submitted that in cases such as these the primary concern is & reliable service.
The current position is that consumers face an unreliable cost with no guarantee
and this at a premium price. Improving this level of service is not addressed in
any meaningful way in the current application. If is submitted the lack of
confidence in the service provided and the cost of the service such as it is, is the
reason for falling volumes. It is submitted that the quality of service needs to be
addressed far more urgently than a price increase, It is submitted a price increase
should enly be approved following a proven improvement in the service provided
for the price charged. The entire history of price increase approvals has been one
of unfulfilled and failed aspirations in support of granted applications. It is
submitted this course of action has failed. In the current business environment no
approvals should be given prior to a clear fulfilling of its obligations under the
Sale of Goods and Services Act by An Post.

13) Far from the insignificant proposals in the application in relation to penalising An
Post in a trivial fashion for failures in its service, it is submitted an incentive
should be provided. The current application seems to put the cart before the horse.

I submit An Post should be obliged abide by the terms of the Sale of Goods and
Services Act.

1 submit An Post should be obliged to have a customer charter wherein they pay €10
for every letter not delivered within three days, and €20 for every letter not delivered
within 14 days.

1 submit An Post should only have a price increase approved at the rate of 1c for
every 2% improvement in the level of next day delivery achieved.

I submit An Post should introduce a weight increment in between the 100g and 250g
currently in position.

I submit An Post should introduce a volume increment between 73,000 and 250,000
items for Postzim mailings

T submit the increase applied for of 2p per item in Postaim rates should be granted in
respect of mailings of under 75,000 items provided it is coupled with a 2¢ reduction



in current charges for mailings of 250,000 items and a 4c reduction for mailings in
excess of 500,800 items. This would encourage greater use of the system.

I submit a further reduction in current charges should be offered to bulk and postaim
customers who increase their annual (rather than individual) mailings by more than
5%. It is suggested a 1c reduction for an increase of 5-10% and a 2c reduction for in
excess of 10% increase, This reduction to be made in the form of a credit for future
mailings rather than a cash rebate.

I submit the emtire focus of An Post must be directed to the needs of the customer
alone, ie the provision of a reliable service at a reasonable cost. This is a statutory
requirement currently unfulfilled. Volume increases will flow from this course of
action.
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Dear Sir or Madam,
I am writing to register my support for the proposed increase in the
cost of postage stamps. The door to door service provided by Bn Post

and the benefits of local post offices throughout the country mexrit the
increase.

Moreover, An Post has to deal with the added burden of collecting the
RTE license fee. They do not profit from doing so, indeed it adds to
their annual losses. I therefore believe that paying wore for our

postage will help to support our national postal service. Thank you.

Yours faithfully,
Ben Hazard
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Irish Charities Postal Users’ Forum
P.O. Box 23 Western Road Cork

Telephone 021-4545704 Email mscpromotion@eircom.net

17" January 2007
Response to ComReg 06/67

Introduction
The Irish Charities Postal Users’ Forum is comprised of 18 registered charities that are
large users of the national postal service. The objective of the Forum is to co-ordinate the
views of member organisations in postal related issues. We have working relationships
with the following:

e The Irish Missionary Union representing 76 charities

e The Irish Periodical Publishers’ Association representing 45 businesses

e The Irish Charities Tax Reform Group representing 140 charities, and

e The Irish Direct Marketing Association representing 160 businesses.

Due to the nature of our business we are very cost sensitive. In considering postal rates
we must not only to consider the actual rate being charged but equally the accompanying
conditions of posting that impact negatively on our operating costs. Whilst some of the
monopoly powers of An Post are being stripped away in theory, it remains the only
provider of nationwide letter delivery services in the Irish market, and it is protected by a
raft of primary and secondary legislation that allows it to introduce restrictive terms and
conditions that are obligatory on users but are not always in their financial interest.

For example, it restricts its Postaim service from mid-November and during referenda
and election campaigns because it says that it cannot handle the volume during those
periods. That explanation has no foundation in logic after the un-precedented investment
in postal infrastructure, and it is one that this Forum has contested in compelling detail
with the company. Its failure to meet users’ needs demonstrates that customers are not
considered very seriously as stakeholders in its business. The suspension of Postaim
created significant financial hardship and inconvenience for several of our member
organisations during their critical pre-Christmas fundraising campaigns and many of
them conveyed this message clearly to senior management in An Post. An affordability
issue arose for some users of Postaim who simply did not post what they had planned
because of the earlier date of suspension.

The Question Posed:

Cons: On the cons side the situation is similar to that in 2002 because An Post has not
provided the relevant accounting information to ComReg as required. The delay in
meeting this requirement, and the need for the issuing of the Accounting Direction by
ComReg in December 2006, indicates the slow pace at which An Post moves and its
attitude to regulation.

Likewise, the delay in achieving progress in the implementation of its change programme
for improved efficiency and quality are noteworthy.



The 4% increase in the rate to Great Britain, coupled with a likely further increase from
early 2008, provides further justification for bulk mailers to post with Royal Mail in
Northern Ireland where the first class rate and the basic second class rate from 2" April
2007 will be 47c and 32c respectively as against 78c posting from the Republic. These
two simple comparisons indicate very clearly the cost efficiencies that mailers in the
Republic can enjoy by posting in Northern Ireland where, in addition, 28 days credit and
a debit payment system are available to account customers. The clear result of this will be
further dilution of mail volume to An Post. In view of the importance of Great Britain as
a trading partner with Ireland, this volume dilution has to be a cause of concern.

Pros: On the pros side we recognise the increases in operating costs particularly labour
and energy that An Post, like other businesses, has had to endure since August 2003 when
the base tariff was last increased. However, we also note the company’s reduced cost of
labour due to its staff reduction programme.

We recognise the need to maintain the financial stability of An Post consistent with it
achieving the efficiencies and overall quality standards that are expected by its business
customers and charities as key stakeholders.

In the circumstances, and notwithstanding the cons side of the issue, we concur with an
interim rate increase but we do not agree with 6¢ or 12.5% increase on the base rate for
businesses using meter or ceadunas payment methods. We think that 4c or 8.3% would be
adequate as an interim rate increase.

There are a number of welcome initiatives in the proposal such as:

1. the same tariff for letters up to 50g applying to letters from 50g -100g ... the
question arises why was the opposite done in March 2006?

2. asmall but significant differential of 1c as a discount for letters paid for by meter
or Ceadunas. We note that the Royal Mail differential is 3c and concur with
ComReg that “further increases in the level of discount may be warranted when
full costing information becomes available later in 2007”

In welcoming these initiatives, we recognise that:

1. There could be a case here of An Post endeavouring to get “two bites of the
cherry” by using an interim application, and

2. The *sting in the tail’ is likely to be in the next application for a rate increase that
An Post has indicated will be submitted to ComReg later in 2007.

Before submitting that application we appeal to An Post through this medium to:

1. Respond to the user issues raised concerning the totally un-necessary restrictions
on Postaim and the 2-day Deferred Delivery Service ... this Forum outlined in
great detail the widely held concerns of charities and the direct marketing industry
about the arbitrary suspension of Postaim, and we are currently seeking a meeting
with the CEO of An Post to discuss the issue.



2. Create a new and imaginative focus on the ‘demand’ side and customer service
for business customers and charities in line with basic marketing principles. The
current level of customer care is typified by receipt of the “Last Dates for
Posting” for Christmas 2006 on 11" December last whilst Royal Mail had notified
its customers at the end of October about its latest dates.

3. Introduce a market development programme for direct mail that for several years
past has been totally under-resourced within the company and not treated as an
advertising medium. An Post appears to fail in understanding that direct mail is
under competitive attack from technology-based communications in a fast
changing advertising market and that it is an advertising medium that cannot be
just treated as a postal service ... what advertising media owner suspends its
service when its customers want it most, e.g. in mid-November for the Christmas
period?

What other postal administration suspends its bulk direct mail service like An Post
does pre-Christmas and during election and referenda campaigns? What other
postal administration says that it cannot handle its bulk direct mail volume during
these periods like An Post does? The suspension of Postaim is bizarre but it
demonstrates how far removed An Post senior management are from the needs of
their customers.

Examination of Discount Schemes

Whilst the decision of An Post to examine comprehensively its discount offerings,
including the number and type of bulk discounts is reasonable, we are concerned that
once again this type of examination will be carried out without any consultation or
engagement with users of these specific services, i.e. the examination will focus on
internal An Post operations and the supply side with little recognition of the demand side.

In its review An Post needs to recognise the critical importance of some of these services
to charities. In particular it needs to recognise the importance of Postaim to direct mailers
and how sensitive these are to postal costs. We ask ComReg to bear in mind the access
issues that arise in a) the arbitrary, and sometimes very abrupt, suspension of Postaim,
thereby, throwing planned direct mail campaigns into dis-array, and b) the barrier to use
condition that the 12noon posting time applies to the 2-day Deferred Delivery Service.

Implementation Date of Rate Changes

We ask An Post and ComReg to recognise the budgetary implications of increases sought
or approved after business customers / charities have completed their own budgetary
process, normally during the last quarter of the financial year. Based on the historical
situation with postal rate increases, it is very difficult for these customers to factor in
what might happen with postal rates if the rates are not known to them when preparing
their budgets.

Then there is the related issue of the date of implementation after approval by ComReg.
We note that Royal Mail announced in early December 2006 the rates that it will
implement in April 2007.

Absence of a Users’ Forum
As we have pointed out in responses to earlier consultation papers, there is no mechanism
such as a Users” Forum where structured consultation between An Post and its customers



can take place concerning user needs and the services it offers or proposes to offer or
intends to change. An Post advised ComReg three years ago that it was planning to set up
a consultation process with users but nothing appears to have come of that. A basic tenet
of good marketing is that a business engages with existing users of a service before it
changes that service, i.e. the focus is not only on “supply’ but also on the ‘demand’ side
and basic customer care.

Absence of a Customer Charter

We repeat again that it is not acceptable that An Post has failed to introduce a Customer
Charter despite having promised this a number of years ago. There is urgency now for an
appropriate Charter in a company that:

a) Holds the dominant position in the Irish postal market and is likely to do so for the
very foreseeable future, and

b) Enjoys unique immunity from normal commercial responsibilities under a raft of
primary and secondary legislation — the latter never having been debated by the
Oireachtas or reviewed as suggested in Regulating Better as government policy.

We recall ComReg requesting An Post to provide a transparent and easy to use
compensation scheme for customers in August 2003, but there does not appear to have
been any developments with that initiative after over three years. We understood that this
issue was to go to public consultation in 2006 but we are not aware of any developments
in that process.

Legal immunity is a barrier to competition

This level of legal protection is a civil service relic of the past, has no place in a modern
commercial State enterprise, and it acts as a barrier to competition entering the market.
These are issues that we will seek debate on during the forthcoming consultation that the
Minister has advised us he will conduct on the EU amending Directive 97/67/EC
concerning the full accomplishment of the internal market of Community postal services.

Definition of Quality

As in previous submissions we again draw attention to the very inadequate definition of
‘quality’. The total emphasis is on the number of days taken to deliver some types of
letters.

We recognise the importance of this, but point out that the determinants of service quality
include much more. Sadly, many aspects of that “much more’ are being ignored.

We welcome the innovation of An Post by linking its delivery standards into the timing
of rate increases, but think that it would be more customer-focused if they decided to pay
customers a refund of say, 1%, for every 1% their quality of service falls below 94%.
That would be the real test and the real challenge.

We plead with the new management of the company to adopt a fresh marketing strategy
and be innovative by revising and upgrading its overall customer care practice from the
very top of the company down. The general experience of our member organisations is
that postal staff on the ground provide a good service within the constraints of company
policies that are geared to its internal operations only.

Matt Moran
Chairman.
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19/01/2007.

Ref: Submission Re: Comreg 06/67.

ISME, the Independent Business Organisation is the main representative body for
SMEs with over 5,000 member companies nationwide. The postal service remains an
integral part of the communications process for companies, with many businesses still
reliant on An Post even taking into the account the advances in communications. It is on
that basis that we object to the application by An Post for a number of price increases to
their tariffs.

The Association is particularly concerned at the request for a 15% increase on standard
letters from the current tariff of 48c for letters to 55c per letter, almost four times the
current rate of inflation. It should be noted that a considerable bulk of mail from small
businesses would be using this tariff and an increase of the magnitude outlined will
seriously influence their bottom line, particularly those companies who still use the post for
incoming and outgoing payments and as a marketing tool. An Post’s attempts to justify the
price hikes based on increased costs, in particular labour, is ironic to say the least when it
is considered that small companies have also been hit with cost increases, in most cases
well in excess of those suffered by An Post. The key difference is as price takers and not
price leaders our members are not in a position to increase our prices to match the
increase in costs, a luxury that is being sought by An Post. We also note that An Post has
actually reduced their cost of labour due to its staff reduction programme, in the last
number of years.

While acknowledging that An Post management is attempting to address the inefficiencies
that have historically haunted the company, the facts remain that in comparison to the
majority of their European counterparts the company has a long way to go. It is our
argument that you cannot continue to mask inefficiencies through price increases. Any
income derived from further price increases, in our view, would be quickly wasted on
existing restrictive work practices and operational inefficiencies. ISME believes that the
general public and the small business community should not be requested to pay for An
Post’s restructuring.

On the subject of inefficiencies Comreg’s own review document, 06/25, confirmed that An
Post’s performance in delivering standard mail has fallen to 20% below target, with 74%
of standard mail delivered within one working day against a next-day-delivery target of
94%, a drop of 2% in the quality of service compared to the first quarter 2005. This would
indicate that as far as service is concerned their restructuring programme, agreed over six
years ago, has failed. Why should small business and other customers pick up the slack?
Surely it is incumbent on the management of An Post to get its ‘house in order’ before
attempting to introduce cost increases of the magnitude outlined.

It is also the view of the Association that an increase in the basic stamp would drive
volumes down further, increasing unit costs and will in the process lead to calls for further
price increases.



It is the opinion of ISME that Comreg should focus on the actual cost of provision of
service and price accordingly. We acknowledge that the price for the provision of the
service cannot remain the same over a protracted period of time. The Association
suggests that in this and future reviews postal charges should be kept in line with the
consumer price index less an approved percentage, to cover increased efficiencies. In
other words if the service continues to run inefficiently there should be no corresponding
increase in the cost of providing postal services. Increases will be granted on an agreed
level of increase in efficiencies, thus allowing the service to profit from these same
efficiencies. This, in our view, provides the fairest solution all-round in that it introduces a
level of certainty with regard to future price increases and at the same time provides an
incentive for An Post to become more efficient.

In conclusion, it is widely acknowledged that the Country needs a healthy, competitive
postal service. It is our view however that granting price increases to mask inefficiencies
is not the way forward but will simply lead to further inefficiencies becoming embedded in
the organisation. It is on this basis that we respectfully suggest that you consider our
alternative proposals so as to accommodate all sides and to bring a level of certainty into
the equation.

Mark Fielding
Chief Executive.

ISME, the independent business organisation
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Dear Sinead Devey

Thank you for the opportunity to respond to the consultation on An Post's application for an interim price
increase.  While no one can welcome price increases Pitney Bowes ynderstands the background and
context to this application and overall, we support An Post's application. 11 is in everyone's interest that

Ireland's universal service provider is financially strong with the capability to develop its services and
invest for the future.

We particularly welcome An Post's proposal to maderate the price impact on business mailers wilh a lc
discount for meter users. We support ComReg's arguments that is strong evidence that nccessing and
paying for mail services through a meler significantly avoids transnctions' costs for a post (compared to the
stamps channel) and can be more profitable for the post based on higher average unit revenue {compared to
the PPI channel). Tt is right that An Post's pricing structure rewards and incentivises mailers to access ils
services (hrough the most efficient channel. Mare penerally, cost-reflective pricing for metered mail sends
the right signals to technology companies lile ourselves to invest in stamp replacement and other

technologies, which is good for innovation, good for the post, good for mailers and good for the wider
marlet.

In supporting An Post's application in overall terms we would, in future, lock forward to a further re-
balancing of prices in favour of metered mail discounts. Data seen by ComReg (and commented on in
earlier ComReg documents) suggests that this would be justified on n cost-reflective basis. longer-lerm,
therefore, we would like to see the discount widened but also extended - for example to international

traffic. We particularly welcome An Post's application in that the proposed 1c discount is the same far
metered and ceadunas mail, This secures the benefits of more commercial rates to Irefand's small and
medium-sized businesses (as well as larger businesses for whom the meter is the channel of choice) without
creating unnecessary complexity in rates. We believe An Post have listened to representations along these
lines and thank the universal service provider in this respect.

In sum, Pitney Bowes supporis An Post's price application, strongly welcomes the principle of channel
pricing and looks forward to further re-structuring of tariffs to ensure that the cost-efficiency and
profitability of the meter channel is fully recognised in rates of the future.

Tim Walsh

Vice-President

Strategy and Regulatory Affairs
Pitney Bowes International
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Irish Life Centre " 20 E‘—r 2006
Lower Abbey Sireet S o

Dublin 1 REGCEIVED
19th December 2006

AN POST APPLICATION TOR PRICE INCREASTES — 15%

3 Dear Regulator,

We are in the mai} order business with 62% of our sales in the U.K. We provide boeks
gte. for people recovering from various addictions — i.e. drugs alcohol ete.

In 2003 the rate for our average large envelope size was:
Books - 300/1K@ i.e. large envelope - €4.80

At present the rate is:

Books —- 300/1KG i.e. large envelope - €7.00 + 45%

We don’t kmow what rate increase An Post are seeking for the large envelope
classification this time around.

The strength of Sterling against the US Dollar affects our business - in that our
customers go direct to the U.S.A. for their needs. Another 15% increase will make life
very difficult if not impossible for us.

How can An Post jusiify an average increase of 15% annmally? We wish we could apply
the same increase to our prices. We have been unabls to increase our prices for the last
four years.

’ . er I1. Beims
Managing Director

LIVING SOLUTICNS LIMITED
25D EOUTHSIDE INDUSTRIAL ESTATE, POULADUFF, CORK, IRELAND

TELEPHONE 1ni'l Cade + 353 + 21 + 314318 FAX Inl'l Code + 363 + 21 + B51268

24 IMour Answering Service Fax Lines oper 24 Hours a day
Regitatercd i Ielund Reg No, 224731 V.A'T, Reglatmlen Nu, 224781 1€
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Title : An Post"s Application for Interim Price Increase - 2007
Contact : postalconsult@comreg.ie

Expiry :

Respondents Name : Martin Purcell

Comments : An post should not be granted the full increase sought. A 2
cent increase is reasonable to keep in line with inflation and taking

into account increasing turnover from mail resulting from online sales.
Higher increase will only have the effect of pushing customers away.
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Quiny-

Dublin Road
Cavan
Ireland

19/01/07

Ms. Sinead Davey,

Commission for Communications Regulation,
Irish Life Centre,

Abbey Street,

Dublin 1

Reference - Submission re ComReg 06/67

Dear Ms. Davey,

Question What in your opinion are the pros and cons of Comreg concurring with An
Post’s proposal for an “interim” price increase to be implemented on Mar 1 2007.

Quinn-direct Insurance has in excess of 500,000 policyholders with whom we
communicate through the postal system from our Head Office in Cavan. Due to the
nature of our business, speed of communication with our client base is a critical success
factor and hence next day delivery is a key requirement if we are to remain competitive in
the market.

Under the current structure, our nearest mail centre is Athlone which is over 100km from
our base. Due to the distance and time involved in delivering our post to Athlone, we
have been advised by An Post that we cannot avail of the potential bulk mail discounts
and at the same time maintain our existing turnaround postal standards. As postal
turnaround times are critical for the company, we do not have the option of
compromising on our existing delivery service levels. Therefore, we are left with little
option other than to deliver our post to our local Cavan office and forgo all available
discounts.

It would appear that provincial companies are being discriminated against in terms of the
availability of potential postal discounts. It seems unlikely that other national service
providers such as the ESB, would succeed in offering the availability of reduced rates to
its urban customers at the expense of its rural peers. Considering the annual volume of
letters processed by Quinn-direct Insurance, currently in excess of 1.5 million items, and
also the investments we have made in processes to ensure that all letters are in Auto—sort



/ Readability format, it is disappointing that we are not afforded the opportunity to avail
of any postal discounts due to our location.

We are further disappointed that the recent proposed interim price increase is, yet again,
discriminating against provincial companies such as ours. The proposed increase in unit
costs of standard letters from 48 c to 54 c equates to a 12.5% increase while the average
% increase for discounted mail users is significantly lower at 5%.

It would appear that companies which cannot avail of the bulk discounts are yet again
subsidising our urban peers who can avail of the discounts. This is a point of particular
frustration considering that you have noted that it is generally believed that the current
discounts on offer from An Post are too great.

We currently employ 1,800 staff providing much need employment in County Cavan and
the surrounding counties. The development of local economies and communities are
significantly influenced by the successful growth of our company. It is hardly an
encouragement for other companies to base their operations in rural Ireland, where it is
likely that they will be discriminated against in the provision of core national services.

In summary, we believe that while reasonable increases in the unit prices of mail are
acceptable, an increase of 12.5% would seem excessive. We feel that the proposed
increases are discriminatory against non bulk mail users in preference to discounted mail
users. Our concern is compounded by the fact that according to you Bulk Mail is
currently over subsidised . It would appear more equitable that the proposed increases
impacted all business users proportionately until such time that solid cost data becomes
available. It appears unfair that certain segments of An Post’s customer base are being
targeted to further carry the load for its competitors without appropriate information on
which to base the proposals.

Finally, as we have addressed in previous correspondence to you, we believe that Cavan

post office should be in a position to offer a similar discount scheme as the mail centres
for next day delivery.

Yours faithfully,

Robert Keyes
Finance Manager
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UREC Ireland response o An Posf's applicalion for
Interim Price Increase — 2007

{ComRen nunsultéﬁan Dog. rer. D067}

Introeduction

UPC Broadband lreland Limlled (UPC Iratand) s e new operalional name for the reocantly

formed mamad enfily of Choms Communinations {reland) Lmiled and MTL sk belworks
Limllad (MTL Limited).

with almos SR stomers 0 the lish maeral-lo whom wa mainly ntommunioals via posial
means, tha finanotal Impact of an Interlm —~ not le menlion an addiilonal and more permanent -
price increasa will he holh Inmadiate and signifinant.

We wauld relecl the Interim propesa! oulrghl as unjusifled, wnreasonable, and unfally penallsing
15 cusfomar hase, UPC reland would advooaie thal there should be no changs o e ourrent
pricing modat whioh we fine! (o be already excesslvaly high, We would inslead cali on GomReg
and An Posl In fpous Lhelr atlanlion on meelng ComReg's quallly of sarvios lamels far which
cusiomers curenlly pay but do nol recslve,

- No valid grounds for {inferim) price increase

Any tielnese seaking 1o Inareass |13 prines must hava jusiifishla reasons bached up wiih clear
detiverables all of which need 1o heve the supporl and approval of the businessas' higher
authority. Where prlca Increases soncem a monopoliatis atale sponsored body such as An Past,
the powsar of approval rests with tha ragulator,

Tha faot that An Posl has nol had a resent price Increase for elther rasarved Ielters (3.6 years) or
large envelopes and packel products (12 monihs) is In Aself nelther & valld reeson for An Fost lo
sael 8 piioe flse nor for ComRey o approve 1L

In fact we find the proposal wholly unjusliflzble, As regular users of & large range of An Posl
sorvioss (biilng, dunning letlers, OTC tmansaolion paymenls, Bulk Mall {Postalm, Direct
Markeling)) we pay dearly for @ service hat 1s at best medioore and i womt aub slendamd. Uis &
sarvine Ihal cerlainly does not lve up lo s awn quaellly of slandard prinnples, norhas L, for some
fime, In a business wham wa send out hills lhal hava Io ba sslilad In a ‘14 day period |he promiss
of naxt tay dativery Is of uimost Imparlanoe, Sines 2003, An Post has sonalstenlly fa2led yaar on
vear lo meet ComReg's iargels on nexi day delivery which ComReg alalms currsnily alands at
749 - wall shorl of the B1% l=met aat by ComReq’,

Indusiry roundly rejscted the proposad clm'ma Inoreeses In 2003, why should L ages .o such
projosals i 2007 whan lille has changed In he laslfour years?

Wa appresiate the fact tal An Post may not be In a poslion in shera sensltive financlal dala with

third parfies bul lo base & pmoposel for a price Increase on passing eferance to CF and inflalion
1s notin itsalf sufficlent. ’

¥ Commg rapent on An Post quallly of servioe July - Seplember 2000.

b



The timing of the proposed infrodusiion of interim proposal s

unraasonable -

Wa hava nonsiderable canoerns wilh regards the liming for the proposed Interlm Increese,

In Ihe first instance, UG keland, has afready agresd with iis shambolders a fnanclal hudge! far
2007, Like most hualnasses, hose guras ere bassd on eslmales for 2006 that are adjuslsd for
normal and expealed prioe iises {e.g. inflallen vln), As sunh projecled fgares do nol ecoound for
unforeseen or significant Inoreases In operallunal costs such es those proposad by An Post.

In 2008, the MTL side of e UPG feland husiness slone spent In axcess or S8R vor (ha range
af poslal asrvices I uses. Given lhe vast majorily of our postal gommuninaliens Fal} inlo the 0-60p
catagary, the pmposed noreasas for nommal lellers and poslalm services wil have 8 massjva
financlal impaat on our 2007 budget, If larmge companiss such as aus fnd he finanatal Impaci
significant, wa can only Imagine It will hava a arlppling effect on the SME ndusiry,

Notwilhslanding this, Ihe proposad #ming for ihe Intended Iniroduction of Inteidm price Inoreasa is
such that for sarvices that fall under Bulls Mall {Direst Markeiing {DM) services wilch yploally ara

plannad 8 monihs In advenee ) have no opporunily o revise he axpacled finanolal costa for hair
D,

In Tact we do nof understand he principle of introducing an interdm proe noreass, which wit hen
ba revisiled (and presumably confimed I not raksed sven higher). Surely it would malke mora
sense for An Post lo first Implament |he Acscounling Direclive, enelyse he oulput from thal
process and then delermine whalher or not {ourrent) prices ars sven juslfad?

In any avent PG Ireland is of the aplnlon hat any debale on price Inoreassa naed 1o hs conpled
wilh disaussions on quailty of servise, We faal fhal he faal hat An Past has conslstenlly feflad 1o
meat ComRey largels a@rs grounds In themselvas lo dismise any prise [norease propnsal,

Customers cannol ba expentad lo conlinua o pay for o servoa which doss nol meet ils servins
dallvarables, .

In summary we believe ihe Iniredunlion of an nleim measura thal may or may nol be lkopt ia
premature and will only creala uncerlalnly for ihe businass communily, It also smaeka of ridlnula

In the faca of exlsiing ComRag famels sihoe )| almost renders such lergels as vald and net worll
mesaling.

Finangial impact

To pul the above Inlo eontext and lo glve an example of how our markeling spend alone will be
affectad by lhe proposad;

e a monih on paslaim services. Should ComBiey agee

amounl 1o an Increese of EEEY » month o SEEEES &

UPG Yeland spends on avaréga Ofg
io lhe proposad increase of 2o this
year to our ammuzl posiat budgsl

Separaie la this, wa also hava a slgnliicant porfion of our markeling communicalions ars aant out
at tha full postage mate (surrenlly 48c). While nol as raguler as our billing or Indesd postalm
services, we caloulala UPG Ireland spends appmximalalijx monk an Ihesa sepvloas, thus

en lhoreass from 48c o 860 for these malarels would amount o ap Increase ofm’llar
BANUM.



As Ihe shove demansirales, Iha proposed Increases waulld smount o an increass ol R
our merhaling budgst alana,

This of coursa doss nof Includs he finanelal impecl e ncrersse wiil have on our regular and
more slandard communleations such as bil) Involcss and dunning lalizrs, By way of axampla, the
postage oot for invojoes sant aul on behelf of MTL slde of tha buslnass for 2008 was %

Ageain, the NTL. slda of the business senl oul{EEEs= 1zlars In 20056 whish had posial mles of
belween EEMBand GEREY (it depandent on the ming of fhe posting of the Iollars), which at »
conaervalive asiimale would have cosl lhe company g Thoee lhal cenlinua (o fell Inta the
0.48c calppory wii how have B 8c Increase lo lhe previous rals, . again inoreasing costs
significantly for tha company.

Conclusion

As lhe ahova demenstrates UPC Iraland's annual spend on An Posl sarvioss Is qulle substeniial
and any praposal will have sipnifivant finanatal impact for nur businass.

We do not suppart the Inlraduniion of a price inoraase be It Inlerim or olherwlse. Wa ballave we
alrgady pay slonifoanily for 2 service which flls io mest Iis largels would call on ComiReg and An

Fosl lo foous thelr allenlion on ensurhg thess dellvarables ara mel belore halding any
diaoussions on price Incmasaes.
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