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Please note that this information supplied by An Post to you contains commercially sensitive information
consisting of financial, commenrcial, technical or other information whose disclosure to a third party could result
in financial loss to An Post, or would prejudice the competitive position of An Post in the conduct of its business
or would otherwise prejudice the conduct or outcome of contractual or other negotiations to which An Post is a
party. Accordingly, you are required to contact a member of the An Post Regulatory Department where there is a
request by any party pursuant to the provisions of the Freedom of Information Act 2014 or any other legislative
act to have access to records held by ComReg which may contain any of the information herein, and not to
furnish any information without prior written permission from An Post,

Barbara Delaney

Director - Retail and Consumer Services
Commission for Communications Regulation
One Dockland Central

Guild Street, Dublin 1

D01 E4X0

Ireland

16 September 2019

Reference: Draft Updated ComReg Report for An Post E&O check on ComReg Review
of consequences of the repeal of section 30 of the Communications Regulation (Postal
Services) Act, 2011 concerning the price cap on certain of the universal postal services

Dear Barbara,

Within the context of your review of any consequences of the repeal of the Price Cap
Mechanism ("PCM"), | think it important to recall some key points.

In March 2017, the Irish Government decided to introduce primary legislation to repeal the price

cap mechanism, in order to ensure the liquidity and future viability of An Post for all postal users
in lreland.

By June 2017, the Company had developed and commenced implementation of a major
corporate strategy to transform An Post, restore its financial position and its centrality to Irish
life and the economy, by transitioning from an old mails world to a new world of e-commerce.

As a consequence of repealing the price cap mechanism, in addition to other actions taken by
An Post, the Company’s financial position has been restored. The Company has been enabled
to react more dynamically to the ongoing changes in the postal sector, including by way of

pricing changes, while always seeking to uphold the postal tariff principles enshrined in both
EU and domestic legislation.

Only two years into the implementation of our strategy, the financial performance of the
business has moved from having an operating loss of €12.4m in 2016 to an operating profit of
€41.2m in 2018 -and the-company-is-on track to repeat-this-performance-in-2019. The profit

level is that required for a stable national postal operator and is comparable with peers
elsewhere.

The company has implemented efficiency measures in the period since the PCM was removed.,
y the end of 2017, the An Post management team, working collaboratively with our Unions,



Please note that this information supplied by An Post to you contains commercially sensitive information
consisting of financial, commercial, technical or other information whose disclosure to a third party could result
in financial loss to An Post, or would prejudice the competitive position of An Post in the conduct of its business,
or would otherwise prejudice the conduct or outcome of contractua) or other negotiations te which An Post is a
party. Accordingly, you are required to contact a member of the An Post Regulatory Department where there is a
request by any party pursuant to the provisions of the Freedom of Information Act 2014 or any other legislative
act to have access to records held by ComReg which may contain any of the information herein, and not to
furnish any information without prior written permission from An Post,

jointly implemented a step-change cost efficiency programme, which resulted in a reduction of
333 front line delivery FTE's, This has been followed with 150 overhead FTE reductions. The
decision to close a mail centre in 2019 adds 200 further reductions.

This achievement over the two years since the PCM was removed places An Post in the upper
quartile of postal operators in terms of achieving efficiency, Our observations on the sector
globally are that the capacity of good operators to reduce headcount is between 2% and 4%

per annum with 4% being a very good achievement. We have been performing at the top end
for postal operators on this measure.

In parallel to securing cost efficiencies to address the globally experienced structural decline in
traditional mail volumes due to e-substitution, the Company also made a conscious decision to
accelerate investment in e-commerce products and services and the associated infrastructure
and people required to deliver on this growth opportunity.

All 'e-commerce ends in a physical transaction: individual parcels need to be handled. Our
objective is to be the best e-commerce service in Ireland, in and out of home, backed by

automation. Due to economic restrictions resulting from the price cap An Post had zero
investment in parcel infrastructure,

The strategy of targeting increased market share in this sector has been successful with the
business experlencing significant revenue growth from new and existing, Irish and international
customers. As we transition to a new world, we increased staffing numbers to enable this

transition, while making parallel investment in automation to ensure the most cost efficient
processing of a growing packets and parcels business.

Efficiency and continuous improvement does not come without investment, Confidence that
there is a route to financial stability is a key requirement for this confidence to build and the
repeal of the price cap mechanism an essential stimulus for this confidence. As a consequence

of the removal of the price cap mechanism, the Company has been enabled to invest in its
people, brand and infrastructure.

All national postal operators are significant employers in their economies. This is equally true
for An Post. The 9,500 employees deserve the right to work in a financially stable environment.
Decent work which is not of the ‘gig economy” or zero hours type of work is one of the
company’s key sustainability objectives within the framework of the UN Sustainable
Development Goals. As a consequence of the repeal of the price cap, the company in a better
position to discharge its obligations towards its employees and invest in the correct skillsets
that the business requires going forward.
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Please note that this information supplied by An Post to you contains commercially sensitive information
consisting of financial, commercial, technical or other information whose disclosure to a third party could result
in financial loss to An Post, or would prejudice the competitive position of An Post in the conduct of its business,
or would otherwise prejudice the conduct or outcome of contractual or other negotiations to which An Post is a
party. Accordingly, you are required to contact a member of the An Post Regulatory Department where there is a
request by any party pursuant to the provisions of the Freedom of Information Act 2014 or any other legislative
act to have access to records held by ComReg which may contain any of the information herein, and not to
furnish any information without prior written permission from An Post.

An Post is focused on delivering on our brand promise to customers. Deliveries are now made
six days a week and in evenings. There are a whole range cf services not previously available
and new interfaces and technology to ensure that Irish consumers have one of the best national
postal services in the world. The main brand and two critically important market facing brands
An Post Money and An Post Commerce have been successfully launched.

As outlined above, the repeal of the price cap mechanism led to renewed confidence in the
future of the sector and the company has made significant capital investment into the
automation of the mails and parcels businesses.

Adaptability to change as well as ‘having the -ability to react swiftly to change is crucial to
securing external finance. This is one of An Post's core objectives and is also a term of the -
Government Loan of €30m extended to An Post in December 2017. Third parties who review
the business and sector to establish its ability to attract support look at the regulatory
environment. The removal of the price cap mechanism has been a key part of their analysis -
and since its removal the company has succeeded in attracting financial support from both the
EIB and domestic banks. This could not have been achieved with the price cap still in place
and continued support would be in doubt if there was any threat of reinstatement.

An Post has not received nor is it in receipt of any Government subsidy. This is at variance with
what many Governments have had to do for their postal operator. Across Europe there are
many examples of subsidy to national postal operators, UK, Belgium, France being amongst
them. This is a transfer of resources from the taxpayer to the postal operator, In Ireland the
taxpayer has not had to bear this burden. Policies like the repeal of the price cap and other
initiatives are critical to maintain this situation and we believe a review of the consequences of
the removal of the price cap mechanism in Ireland should refer to this fact.

We will be in further contact on this issue over the coming days.
Yours sincerely,

Dol B

Chief Regulatory Affairs Officer



Non-confidential submissions to Report ComReg 20/24

2: An Post submission dated 17
September 2019



Barbara Delaney

Director - Retail and Consumer Services
Commission for Communications Regulation
One Dockland Central

Guild Street, Dublin 1

D01 E4X0

Ireland

17 September 2019

Reference: PCM Review

Dear Barbara,

| attach some research which may be of assistance in reviewing the consequences of
the repeal of the price cap mechanism (“PCM").

The attached slides explain the decline in mail volumes globally — Ireland is no
exception in this regard.

The material also demonstrates that there is a low volume of mail per head of capita in
Ireland, with a diverse geography. This makes the challenge for efficiency harder.

The material demonstrates, that relative to its peers, Ireland is efficient in the FTE
numbers servicing the population and the number of households.

In addition, the materials demonstrate the subsidy regime which exists in many
European states.

| hope the attached is helpful to you in your deliberations.

Yours sincerely, .

Chief Regulatory Affairs Officer
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