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BCG's analysis for SteerCo #3 is oriented around a set of key questions
Core (postal) services ~Non-core services
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Appendix F2

Physical

Future ambition for Letters role, scope and reach
By how much if at all should service standards be reduced |
(base & differentiated), having regard to net financial
impact (given elasticity of demand now and over next 7- 10!

Letters

By how much should pricing be increased (base &
differentiated), having regard to net financial impact
(given elasticity of demand now and over next 7-10 years)
and implications for senders and receivers?

Future ambition for Parcels role and commercial strategy
To what extent should AusPost be directed to operate its
Parcels business with a wholly commercial focus, having

senders and receivers (e.g. % priced out in non-metro)?
o Should the divestiture of the Parcels business be
imminently explored, given potentlal net financial impact
(given market dynamics, required capex and (dls)synergles)
and implications for senders, receivers and workforce?

years) and implications for senders, receivers & workforce7

regard to net financial impact (e.g. from up-pricing in non-:
metro, ceasing any unviable coverage) and implications for!

Financial
Services

Trusted
Services

i
Other
Services

Future ambition for Financial Services, Trusted Services,
Government Services and other services role, scope and reach
Should AusPost maintain and/or expand its current roles in each
of these areas, having regard to:
AusPost's incumbency (i.e. extent to which the service
offering is already offered by AusPost or closely adjacent
to its current offerings)

0 Evidence of market failure or some other obligation for
Government / AusPost to deliver the service (and the
extent to which this market failure may be resolved or
exacerbated by AusPost's participation)

‘ AusPost's capability to deliver the services effectively
and at an efficient cost

0 Financial attractiveness of the opportunity, considering
likelihood of profitable growth, extent of capital/funding
required, and materiality of risk to AusPost or Gov

Note: Metro/non-metro a relevant but

,,,,,,,,,,,,,,,,,,,,,,,,,,,,, must ultimately be evolved to reflect geo-
diversity of retail network locations

simplified delineation for discussion purposes;

Retail:

Future ambition for Retail role, scope and reach in metro, in light of the future ambition for core and non-core services above
M t . What is the optimal number, type and location of outlets in metro areas, having regard to net financial impact (e.g. benefit of
etro closing unprofitable stores) and the coverage & delivery capabilities needed to achieve the ambitions determined above?

Retail: Non-Metro

Future ambition for Retail role, scope and reach in non-metro, in light of the future ambition for core and non-core services above
« What is the optimal number, type and location of outlets in non-metro areas, having regard to net financial impact (e.g. benefit of
closing unprofitable stores) and the coverage & delivery capabilities needed to achieve the ambitions determined above?

Future corporate structure, governance and ownership of Australia Post as a whole, in light of the decisions made above
Given the decisions made above, what AusPost be most effectively and efficiently operated in its current form or with a different

corporate structure and/or owner? (e.g. corporatised, IPO'd)
What types of governance, reporting and process changes would help to ensure effective delivery of the objectives identified above? 5
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All rights rese

Copyright © 2019 by Boston Consulting Group

12



Australia Post Senate Inquiry: Christine Holgate 13t April

Appendix F3

, For-Official-Use-Onl
X Executive summary (I/11) y

AusPost expects to maintain thin profit margins over at least the next four years, with NPAT forecast to range from $11m-41m
during the Corporate Plan period. There is meaningful risk of a loss-making trajectory, and operational improvements within
current constraints appear necessary but insufficient to avert it
There appear to be a number of material risks across AusPost's business lines, which together render a loss-making trajectory
as soon as FY21 a possibility without further action or change (to cost efficiency, growth opportunities or regulatory obligations)
AusPost's financial sustainability can and should be improved with a range of operational efficiency levers that are practicable
within current constraints (identified in SteerCo #2 materials). It could also benefit from several upside scenarios
However, such improvements and upsides are likely insufficient to meaningfully improve AusPost's financial sustainability, and it is
therefore prudent to consider the broader reform options outlined in these materials

There is potential to meaningfully improve AusPost's financial sustainability through broader reforms to its business lines. These
include adjusting Letters obligations to reflect changing community behaviours and ongoing Government investment in digital
infrastructure, and reorienting the post office network to focus more on trusted services in non-metro locations. Such changes
involve significant trade-offs for Government and AusPost, and require a clear view of AusPost's future role in 10 years

Letters:
+ There is potential to drive sustainable reductions of 20-40%+ in AusPost's cost base over the next ten years, in line with changing
customer behaviour, while also increasing prices' to deliver a further $30-170m p.a. in run-rate EBITDA uplift
+ Achieving such benefits would require a major reduction in AusPost's workforce (analysis to date indicates approximately 80% of
savings are labour-related). It would also require reducing service standards and affordability for senders and receivers of mail

Parcels:

+ There appears to be merit in further exploring a partial divestiture of this business to release cash and avoid significant capital
investment over time (approx. 1.5x the amount currently planned). A decision to pursue this path will hinge on whether or not a
sufficiently attractive transaction premium can be achieved, which for the parcels business as a standalone is questionable given
divestment dis-synergies for both a prospective acquirer and AusPost

+ There appears to be limited merit in increasing the commerciality of the non-metro parcels business. While there may be
potential to improve margins by approx. 1.5-2% p.a. (approx. $45m p.a.), achieving this benefit would require a reduction in
affordability for as many as 2 million citizens in non-metro areas, and may have problematic commercial flow-on effects

1. Price increases applied to products other than Regular mail, which is subject to ACCC :&Wa&en having regard to AusPost's cost base
Source: AusPost Corporate Plan; industry res: and publications; interviews with 60+ stake Bfders from Government and AusPost: BCG a Yalysis

pyright
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Executive summary (l1/11)

additional services (trusted, financial, government):

« In face-to-face services, AusPost increasingly operates in geographies and segments where a degree of market failure exists or is
emerging (e.g. in-person identity verification; regional and remote banking services for individuals and small businesses). Before
taking on further services of this type, Government must consider whether it wants AusPost to have an abiding presence in such
markets as a ‘provider of last resort’, as its continued participation appears likely to lead to such an outcome

« In financial services, Government and AusPost must consider how best to participate going forward. A more systematic
continuation of the current intermediary model, particularly in non-metro areas, appears significantly less risky and less capital
intensive than becoming a prudentially regulated "Postbank"

« In trusted services, AusPost's in-person offering shows continued promise. Digital identity services and opportunities in large-
scale digital identity solutions or systems integration (beyond those already embarked upon, like the Visa tender) present
challenges, appearing to be generally risky, binary, winner-takes-all/winner-takes-most opportunities requiring significant
capital investment, considerable management attention to win and deliver, and with questionable probability of success

« In other Government services, there is scope for AusPost to deliver more Government services (particularly in-person
transactional services), leveraging its non-metro footprint, provided this is of value and cost effective for the relevant agencies

Post office network (retail footprint):
«  AusPost's metro footprint has a high degree of unprofitability and geographical overlap, and significantly exceeds regulated
numbers. There appears to be a clear rationale for streamlining it (e.g. closing the 114 metro CPOs that are unprofitable and
have 100% catchment overlap with more viable outlets) and using smaller formats to reduce cost (e.g. lockers, counters) e
«  AusPost's non-metro footprint is generally profitable and close to regulated levels, with less overlap between outlets. It can be
leveraged to deliver prioritised core and additional services, consistent with any decisions made for the other business lines

The types of changes described above involve meaningful reforms to AusPost’s regulatory instruments and operating environment
potentially encompassing changes to its enabling legislation, regulations, EBAs and Statement of Expectations. These changes have
considerable lead-time, and will need to be set in motion as early as feasible to deliver the desired future state for AusPost

Further, and regardless of the approach taken, there is a need to implement clearer corporate governance mechanisms, ensuring s
greater two-way transparency as to strategic direction between AusPost and the Shareholder Departments

Source: AusPost Corporate Plan; industry research and publications
t 2h¢ rom G

nterviews with 60+ stake nent and AusPost: BCG analysis Draft

iders fror

14



Australia Post Senate Inquiry: Christine Holgate 13t April

Appendix 4

15

sosrom
As at 21 February 2020 BCG St

1 Executive summary

Australia Post (AusPost) is a Government Business Enterprise (GBE) operating under the Australian
Postal Corporation Act 1989 (the Act) and related regulations. Its statutory obligations are to provide a
universal letter service that is reasonably accessible by all Australians, and to operate in a manner
consistent with sound commercial practice to provide a financial return to its shareholders.

AusPost has played an important role in the lives of Australian communities, individuals and businesses
over the last 200 years, and it continues to do so. It provides a trusted and effective postal service within
Australia and between Australia and the rest of the world. It has also progressively taken on a broader
role in Australian society — facilitating the rapidly growing eCommerce market as the largest parcel
delivery operator in the country, and providing a range of products and services (including financial,
identity and government services) to Australians through its uniquely broad, nationwide network of post
offices.

The scale and reach of AusPost’s operations are significant. Last year it delivered more than 3 billion
items, including more than 1.3 million parcels each day, to a growing network of over 12 million delivery
points around Australia. Its assets include 4,338 post offices, 15,085 street posting boxes, 7,000
motorbikes, 6,500 delivery vans, 2,600 trucks, seven airline freighters (leased from Qantas), 500 facilities
and 325 parcel lockers. AusPost is one of Australia’s largest employers, with 35,000 direct employees in
delivery, logistics, retail and eCommerce, and a further 35,000 contractors, sub-contractors, licensees
and delivery partners.

In terms of financial performance, AusPost has remained profitable in all but one of the last 15 years,
despite a steep decline in letter volumes and operating in a challenging geography with very low
population density. It has achieved this outcome by strategically diversifying its revenue base, regularly
delivering cost efficiencies across the business, and periodically increasing the Basic Postage Rate (BPR).
However, AusPost’s profits and dividends have been low and volatile over the last 15 years, delivering a
dividend of $42m in 2019 and profit margins in the third quartile of its global postal peers.! AusPost also
faces the prospect of further credit rating downgrades following Standard & Poor’s (S&P) one-notch
downgrade in December 2019.?

AusPost’s operating environment and customer needs are evolving rapidly. Looking ahead to 2030, BCG
expects that a lower but still significant volume of letters will need to be delivered — between 0.8 billion
and 1.2 billion in 2030, compared to 2.6 billion today. The public’s expectations of letters service
standards are also likely to decline further over the decade, as broadband penetration continues to
grow and communication preferences become increasingly digitised. Conversely, twice as many parcels
are expected to be delivered in 2030 compared with today, even as eCommerce markets mature over
the decade. A much higher proportion of shopping transactions, and financial and identity services, will
be delivered online in 2030, but a high volume of residual in-person transactions will remain —
particularly in non-metro areas,® where incumbent banks are expected to reduce the number of
branches by 35% and ATMs by 50% between FY2020-FY2030.

In this changing context, the Australian Government (represented by the Shareholder Departments of
the Department of Finance and the Department of Infrastructure, Transport, Regional Development and
Communications) engaged Boston Consulting Group (BCG) to undertake an independent review of
AusPost from November 2019 to February 2020. The overarching goal of the review was to identify a
path to deliver a meaningful improvement in AusPost’s financial sustainability now and for the next
decade (2020-2030), while maintaining an appropriate level of community service.

Boston Consulting Group 6 For-Official-Use-Only
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The Shareholder Departments and AusPost have expressed an aligned commitment to ensuring the
business' ongoing, self-funding delivery of relevant services to the Australian community and to its
financial sustainability over the long term. BCG’s assessment of the options available to meet this
aligned commitment takes into consideration the implications of AusPost’s current Corporate Plan for
the period FY2020-FY2023, its financial and operating sustainability out to 2030, and the challenges that
are being faced by peer postal organisations globally.

AusPost’s Corporate Plan forecasts thin profit margins over the next four years, with net profit after tax
(NPAT) ranging from $11m-539m. However, BCG sees a number of material risks to this plan, which
could see AusPost delivering a loss as soon as FY2021 without further action or change beyond that
currently envisaged in the Corporate Plan. In particular, there is potential for letter volumes to decline
faster than currently forecast (8% per year rather than 7% per year) as digital substitution trends
continue and large senders reduce their use of letters. There is also potential for more intense price-
based competition from existing players and new entrants (e.g. Amazon) in the Business-to-Consumer
(B2C) parcels market, which poses a material risk to AusPost’s forecast market share and price
realisation.

While there are some scenarios that could see higher profitability delivered over the next four years, the
number and materiality of risks, and the financial position of the business, lead BCG to believe that
planning for a more conservative performance trajectory is prudent. It is also BCG's view that, for
AusPost to be financially sustainable, its focus on revenue growth must be complemented by a
particular focus on significant and sustained cost efficiencies. This is because: (i) revenue growth
objectives built into AusPost’s Corporate Plan are exposed to the market risks identified in this report;
(i) revenue growth is typically more difficult to control and predict than cost efficiency in markets that
are highly competitive or exposed to secular trends; (iii) revenue growth opportunities available to
AusPost typically require material upfront capital investment and have longer pay-off periods than cost
efficiencies, placing additional financial pressure on the business given the capital intensity of its core
delivery operations; and (iv) there may be potential public policy risks associated with a GBE such as
AusPost adopting an expansive growth strategy in competitive markets.

Ensuring AusPost's financial sustainability will require effective delivery of the ambitious agenda in
the Corporate Plan, including continued investment in its leading Parcels business, strategic turnaround
of its Consumer business, and delivery of its planned multi-year efficiency program. Financial
sustainability will also require a set of actions beyond those in the Corporate Plan. Some of these
actions can be undertaken without regulatory change or broader reform. These include cost efficiencies
that would flow directly to the bottom line, such as: further efficiencies in the Letters and Parcels
businesses (building on AusPost’s consistent historical delivery of efficiencies in these areas); closure of
loss-making metro Corporate Post Offices (CPOs) or transformation to lower-cost store formats; cost
reductions in central support functions in line with benchmarks; capital structure improvements using
Government debt rather than market debt; and exploration of targeted divestitures. It is BCG’s view
that these actions are needed to help mitigate the risk of losses, and that they be urgently validated,
planned and implemented as they do not rely on changes to regulatory or other instruments. However,
it is also BCG’s view that these actions will require a step-change in the efficiency of AusPost’s
operations, and that they are likely to delay, but may not entirely avoid, a loss-making trajectory for
AusPost within the next four years.

Given this, BCG believes the Government and AusPost should consider more fundamental, sequenced
reforms to AusPost’s regulatory environment and operations. These reforms would have the potential
to deliver more significant and lasting improvements in financial sustainability in the decade to 2030,
further reduce the risk of losses in the first half of the decade, and drive commercial returns in the latter
half of the decade.

Boston Consulting Group 7
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BCG'’s starting point for considering reform options is that AusPost’s overarching purpose, as enshrined
in the Act, remains to “supply a letter service” while physical letters are a relevant form of
communication for the Australian community and one that cannot be viably delivered by the private
sector. AusPost also holds responsibilities for letter delivery between Australia and the Rest of World as
part of its membership of the Universal Postal Union. Even under the most rapid declines in letter
volumes modelled for this work, Australians will continue to send and receive billions of letters to 2030.
This declining but ongoing demand, along with the financial challenges of letter delivery as a business,
continues to support AusPost’s core purpose and the need for both a letter service and a post office
network in some form. Further, since AusPost has a financial imperative to deliver a commercial return
given its GBE status, BCG believes that AusPost’s purpose should continue to extend to the provision of
an appropriate set of additional, related products and services that would deliver a benefit to the
Australian community, cross-subsidise its community service obligations, and leverage the
organisation’s existing capabilities and presence. This will help AusPost to achieve ongoing financial
sustainability without undue risk or market distortion, with options that include continuing to operate in
the parcels market, and selectively providing other products and services discussed in this report.

The detailed research and analysis undertaken during this review has uncovered a wide range of
potential reform options for AusPost to achieve its purpose in a financially sustainable way. While these
options can be combined in different ways, BCG has developed a set of integrated reform paths for
AusPost for 2020-2030. Each path has the potential to reshape AusPost’s role over the next decade,
including expectations for letter delivery standards, improved financial sustainability and higher
commercial returns to the Government, and greater strategic clarity for the business.

The paths are distinct, with each representing a progressively greater level of change for the
organisation and, consequently, a path to commercial returns. Each reform path has different financial
and non-financial implications for AusPost’s stakeholders, including the Shareholder Departments.
These implications have been analysed in detail and are included within this report. The three main
reform paths that BCG has developed are summarised below.

e Reform Path 1: A more resilient and efficient AusPost, with a refreshed post office network.
AusPost would maintain its current role and position in the community, continue to invest in
parcels and additional services, and drive operational efficiencies. The size of the metro CPO
network would be reduced by 106 outlets over the next two years to increase overall
profitability, providing some benefit to Licenced Post Office (LPO) licensees’ small businesses in
those areas, and preserving the current high level of service to customers within the 2.5km
regulated radius in metro. The regional and remote (non-metro) footprint would be maintained.
* AusPost would continue to deliver a range of valued additional products and services, focused
in particular on in-person transactional service delivery, and continue to invest in delivering a
strong parcels service. AusPost and Services Australia would explore opportunities for
partnership, including the potential for AusPost staff to deliver in-person transactional services
and the potential for facility sharing.

This path would likely reduce but not avoid the risk of AusPost incurring losses, and profits would
remain modest. BCG expects this path could be delivered without regulatory change, and it has
been included in the consideration set in large part for this reason; it would likely require a
refreshed Statement of Expectations and explicit support from Government for closures of
unprofitable metro CPOs.

* Reform Path 2: A more resilient and efficient AusPost, with a refreshed post office network
and a streamlined letter delivery service.
AusPost would maintain its current role and position in the community, continue to invest in
parcels and additional services, and drive cost efficiencies. AusPost would streamline its letter
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offering to reflect changing customer and communication preferences: reducing letter delivery
frequency to three days per week in suburban metro areas, with accompanying delivery speed
reductions (D+5).” Current delivery frequency would be preserved for the highest-volume
customers in central business districts, and for Post Office (PO) Box customers and receivers in
non-metro areas.” Parcels would continue to be delivered daily. Priority Mail would be removed
to enable more streamlined sorting operations. AusPost would reduce the size of its metro CPO
network by 106 unprofitable outlets over the next two years to increase overall profitability
while ensuring metro residents retain their current level of access to at least one post office
within 2.5km of their residence;’ this would provide benefit to LPO licensees’ small businesses in
those areas and preserving a high level of service to customers within the 2.5km regulated
radius in metro. The regional and remote (non-metro) footprint would be maintained. AusPost
would continue to deliver a range of valued additional products and services, focused in
particular on in-person transactional service delivery, and continue to invest in delivering a
strong parcels service. AusPost and Services Australia would explore opportunities for
partnership, including the potential for AusPost staff to deliver in-person transactional services
and the potential for facility sharing.

This path would likely contain the risk of losses to a four-year period, and deliver more
meaningful dividends later in the decade. BCG expects this path would require changes to letters
service standards in the Regulations, potentially greater flexibility in the Enterprise Bargaining
Agreement (EBA), a refreshed Statement of Expectations, and explicit support from Government
for closures of unprofitable metro CPOs.

» Reform Path 3: A more resilient and efficient AusPost, with a refreshed post office network,
and a further streamlined letter delivery service.
AusPost would maintain its current role and position in the community, continue to invest in
parcels and additional services, and drive operational efficiencies. AusPost would streamline its
letter service and metro CPO footprint more meaningfully: within two years, regulatory change
would allow for letters service standards to nationwide alternate-day delivery, with delivery
speed reductions (D+5), reflecting changing customer expectations. Parcels would continue to
be delivered daily. Priority Mail would be removed to enable more streamlined sorting
operations. Street and community letterboxes would also be introduced for greenfield
residential developments to help contain the growth in delivery points. The metro CPO footprint
would be reduced by 190 unprofitable CPOs over the next two years, with almost all metro
residents retaining their current level of access to a post office within 2.5km of their residence; ®
this would provide benefits to LPO licensees, while modestly increasing travel times for some
customers in metro areas. The regional and remote (non-metro) footprint would be maintained.
AusPost would continue to deliver a range of valued additional products and services, focused in
particular on in-person transactional service delivery, and continue to invest in delivering a
strong parcels service. AusPost and Services Australia would explore opportunities for
partnership, including the potential for AusPost staff to deliver in-person transactional services
and the potential for facility sharing.

This path would likely contain the risk of losses to a three-year period, and deliver increasingly
large dividends later in the decade. BCG expects this path would require changes to letters
service standards, potentially greater flexibility in the EBA, a refreshed Statement of
Expectations, and explicit support from Government for closures of unprofitable metro CPOs.

A fourth reform path that delivers a basic postal service to all Australians has also been explored as part
of BCG's analysis, and is discussed later in this report. Pursuit of this path is not recommended by BCG.

Boston Consulting Group 9 or-Official-Use-Only
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BCG recommends that, at a minimum, a strategy along the lines of Reform Path 1 should be adopted to
help reduce the risk of losses in the first half of this decade and beyond. If the Shareholder Departments
seek material improvements in financial sustainability, BCG believes that this is offered by Reform Paths
2 and 3, while noting their greater impacts on stakeholders (including the workforce). It is BCG's view
that the preferred path should be set in motion as soon as possible, given the risk of imminent losses
and the long lead times for changes of this nature.

More specifically, from across the broad range of possible reform options for AusPost, BCG recommends
that the following actions be undertaken:

1. Implement a set of near-term efficiencies, in addition to those in the Corporate Plan, across
AusPost’s business lines and corporate functions, all of which can be achieved within current
regulatory constraints. These efficiencies are likely to involve meaningful change to AusPost’s
internal structures and processes, and are important to provide greater financial stability, but
are unlikely to fully avoid the risk of losses;

2. Streamline the post office network, either closing 106 unprofitable metro post offices to give
metro residents access to at least one post office within 2.5km,° or closing unprofitable metro
190 post offices to give metro residents access to at least one post office within 3.5km. *° These
changes can be effected without changes to the Regulations, and will help to bolster financial
sustainability; however, they will involve risk and challenges, and are likely to require explicit
Government support and customer engagement. The non-metro footprint should be preserved
in its current form, given the ongoing relevance of AusPost’s offering in regional and remote
communities. Coupled with the efficiencies above, this change can deliver a degree of financial
sustainability, but not a commercial return;

3. Set out a path to reform the Letters business, including changes to service standards to ensure
the Letters community service obligation (CSO) is fit-for-purpose and AusPost has greater
flexibility to manage its cost base, and ongoing increases in the BPR. Together, these types of
changes will be important for driving a more material uplift in AusPost’s financial performance.
Reductions in delivery frequency (e.g. to three days per week, as in New Zealand, or alternate-
day delivery), which have the potential to realise significant and lasting cost efficiencies, will
involve regulatory change and significant disruption for a range of stakeholders (e.g. workforce,
senders and receivers) as well as requiring multi-year consultation and implementation;

4. Establish a clear process to guide AusPost’s strategic direction in additional products and
services, helping to strike an appropriate balance between generating additional revenue to
cross-subsidise Letters losses (e.g. pursuing in-person transactional service delivery, potentially
in partnership with Services Australia) while avoiding excessive capital outlay or risk; and

5. Take a range of steps to optimise AusPost’s capital structure, including exploring potential
divestitures of specific subsidiaries (e.g. StarTrack Road Express, SecurePay).

In addition, if Government decides to further investigate a potential full or partial divestiture of the
Parcels business, it should undertake a detailed scoping study to understand the economic trade-offs
between retaining Parcels profits and synergies, and releasing cash through a divestiture. BCG notes
that divestiture of the Parcels business would remove approximately $150m—5250m in annual NPAT
from AusPost’s bottom-line, leaving an operating loss from the residual business without meaningful
reforms to the Letters business, but could yield a large upfront cash release with potential to fund the
ongoing delivery of the CSO if appropriately sequestered.
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Exhibit 68: Summary of key settings and financial impacts by Reform Path, compared to current state

) [ Today | Reform Path 1 [ Reform Path 2 T Reform Path 3 I Reform Path 4
Letters reforms to be impl ed in phase 2 (2022-2026)
! Delivery | 5daysper | 5days per 3 days per week | Alternate 2 days per week |
frequency week | week for suburban weekdays; PO for all delivery
‘ metro; PO Boxes daily points l
| Boxes daily ($177m) ($237m)
| ($78m)
Priority Mail | Available | Available Discontinued Discontinued Discontinued
| | | ($19m) ($19m) ($19m)
| Delivery speed | D+3 D+3 Shift to D+5 Shift to D+5 Shift to D+5
‘ ($43m) ($54m) ($54m)
i Household i Residence Residence Residence Residence for most; | Introduce street
| delivery point introduce street/ letterboxes in
community for metro; residence
greenfield for others
[ Average price [To be 3% p.a. 3% p.a. 3% p.a. 5% p.a.
| rise 2024-2030 | determined ($78m) ($78m) ($78m) ($108m)
‘ | Standard ‘ Standard Standard Standard Standard l
| nationwide ‘ nationwide nationwide nationwide price nationwide price
price | price price
[r Parcels reforms to be implemented in phase 1 (2020-2022)
Delivery S days per N 5 days per 5 days per week | 5 days per week As determined by
frequency | week l week regulator /
| | operator
: Ownership | Wholly 1 Potential for Potential for Potential for Potential
owned | targeted targeted targeted divestiture with
| divestitures divestitures divestitures SLAs

Additional Services reforms to be implemented in phase 1 (2020-2022)

Product and SoF allows ‘ SoE or other instrument (e.g. CFF) sets specific criteria Divestiture of some
service offering | AusPost | for the pursuit of additional product and service financial and
“flexibility j offerings, potentially including partnership with Services | identity services,
| ‘ and Australia esp. digital;
| discretion” retention of
in keeping streamlined
with the Act consumer and in-
| | | person services
| | offering
i Product & Grow in line | Grow in line Maintained at Maintained at Reduced by 6%
i Innovation with | with business | current size current size overall
| team business ($23m) ($23m) ($31m)
| Post office network reforms to be implemented in phase 1 (2020-2022)
Metro [ 2.5km [ 2.5km 2.5km 3.5km 7.5km
catchment
Metro CPO I Nil 106 106 190 213
closures | ($35m) ($35m) ($58m) ($65m)
| Non-metro [ Nil [ Nil Nil Nil Nil ,w
| closures ‘ w |
" Workforce
3 Retail FTE [ 'N/A | Up to 590 Up to 590 Up to 1,045 Upto 1,171
| reduction |
PDO FTE | N/A | N/A Up to 3,029 Up to 5,066 Up to 6,636
| reduction }
Corp Functions | N/A TBC TBC TBC TBC
FTE reduction (~300 - 500) (~300 - 500) (~300 - 500) (~300 - 500)
Boston Consulting Group 115 For-Official-Use-Only
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Summary financial impacts

Reform run-rate | N/A $35m $221m $394m $501m

(ex. Pricing)

Incremental N/A $143m $143m $143m $143m
efficiencies

Cost of reform N/A ($56m) ($363m) ($586m) ($680m)
(redundancies) one-off cost one-off cost one-off cost one-off cost
Cost of N/A ($104m) ($104m) ($104m) (5104m)
efficiencies one-off cost one-off cost one-off cost one-off cost
Note:

e Price benefits refer to incremental benefit as compared to 2.5% per year price rise over the period
e SoE = Statement of Expectations; CFF = Commercial Freedoms Framework
e Actual PDO FTE reduction may be lower, as higher benefits may be achieved on certain routes / in certain
areas by leveraging additional PDO time to deliver parcels (i.e. where PDO can achieve same or lower
effective unit cost than parcel delivery contractor by achieving sufficiently high delivery productivity, given
fixed salary)

Boston Consulting Group
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Closing Cash With Action

$m Closing Cash - With Action

800

600
w0 NOthing

e\ L1 ACTION
400

200
Feb Mca Apr May Jun

RS YTDFeb L War L Ao o L Nope e dun =l SRall Year

No PBT 41 (103) (89) (118) (234)
Action Cash 747 635 554 480 380 380
e ] YTDFeb Lo Mor- = b Ber o [o N0 dun e Pl Yaar
Action PBT 41 (49) (35) (52) (59)

Cash 747 635 637 644 645 645
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