Tariff 2010

Customer Presentation

December 2009

i =

Royal Mail




Content

e Key Changes for Tariff 2010

e Tariff 2010 by Application

Social mail

- Advertising and Transactional (SME & Large Business)

Fulfilment Services (SME & Large Business)

Publishing and Catalogue services

Value added services

* Summary

Royal Mail




Key changes for Tariff 2010

Stamp Prices

International

(non-contract)

SME/Unsorted

Fulfilment

Large Business — Transactional &

Advertising

Large Business — Publishing &
Cataiogues

Strategy

® Increase stamp prices to cover costs of providing

the USO

Tariff 2010

* Stamp letter prices increase by  2p / 2p

¢ Increase International prices to cover increasing

costs of delivering abroad

* International stamp and meter prices up by 9%

* Support SMEs affected by the economic

downturn

o Price freeze for inland Meter, PPI, Cleanmail and
ASTLL services

* Support packet customers through difficult times

* Some re-balancing of prices in favour of >500g

weights

* Support Direct Mail in the media market piace

e Mailsort 3 prices maintained foliowing October

decrease

e Some re»balancing of prices

® Increase prices to improve alignment with costs

Royal Mail

e Introduce VRDs for Presstream customers

® Increase Prices to cover costs



Our price changes

e [ncrease stamp pn'ces to address costs of provz'a’ing the

UsoO

* |Social Customers

° Stamp letter prices are current[y some of the cbeapest in

Europe:

International Services

5th c]zeapest on I class

Advertlslng & Transactional e fir 1 ass

Fulfilment Services

Publishing/ Catalogue Services

Value Added Services
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Stamp prices increase to cover the costs of providing the USO

 Stamp letter prices increase by 2p / 2p

Stamp Letter Prices

2009/10 2010/11
1% Class 39p 41p
2™ Class 30p 32p

e Large Letter and Packet prices increase by up to 8.6% at lower weights

1% Class
Large Letters Packets Large Letters Packets

0-100g 8.2% 8.6% 8.5% 8.3%
101-250g 6.7% 6.2% 6.6% 7.1%
251-500g 6.5% 4.7% 6.7% 5.4%
501-750g 5.6% 3.8% 5.3% 5.4%
751-1kg 3.1% 5.2%
>1kg 0-1.1%
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Our price changes

Social Customers

* Price increases to cover increasing costs of delivering

abroad, primarily driven by the low value of sterling

e |International Services _ ,
ag;unst other currencies

* Contract product prices will be announced by March
6th

Advertising & Transactional

Fulfilment Services

Publishing/Catalogue Services

Value Added Services
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International Stamp and Meter prices are increasing by up to
9%
e Stamp, Meter and STL Airmail prices increase on average by 6.5%

e Lower increases at higher weights to maintain attractiveness of packet traffic

e Surface mail will increase up to 9% at all weight-steps, reducing the difference with Airmail, to reflect costs

Priority Services are increasing:
10% - I ; 1S ; h ty &
nternational Stamp price changes

9% -+

* Airsure up 8.9% to £4.90

—— EUR Letters

8% - .
—— EUR Printed Papers/ Small Packets

* Contract Airsure up 40p (no change >500g
to ROW)

7% — — ROW Letters

— — ROW Printed Papers/ Small Packets

6% -
¢ International Signed—For up 14.9% to
£4.25

5% -+

Price Change

4%

8% 7 * Additional compensation up 13.6% to
£2.50

2% -+

1% -

IBRS increasing by 2p at all weight steps

(O R
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Our price changes

Social Customers e Price freeze for SMEs to support them tfzroug[z the

economic dOI/VI]flIl’H

Internatlonal SeI'VICGS e for Large Customers t]lé’l’@ are soime re- b&]&ﬂCIﬂg 0[

prz'ce pojn ts

. Advertising & Transactional

° Suppon‘ Direct Mail in the media market p/ace

Fulfilment Services

Publishing/Catalogue Services

Value Added Services
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No change in prices for SME customers

35 0% change — No price change to inland:

33 —— / *  Meter

e  PPI/Account

31
e (Cleanmail

29
8 e ASTLL
c
3 21 0% change To support SMEs through the
Q Meter/ g PP g
_§ 25 XTSI S economic downturn
ol

23 / 0% change
2 l —_—

Cleanmail
19

17 T T T T |
2006 2007 2008 2009 2010
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Mailsort price changes to promote Direct Mail

Maintain October price reductions Royal Mail Sale
*  We further encourage the use of mail, especially amongst
In October In April advertisers

Price changes 2009 2010 * Applications for sale opened on 1% Dec ‘09 and close

MS 3 1400 -3.3% -0.5% 19" March ‘10

MS 3120 OCR -2.8% No Change

MS 3 120 CBC -2.8% 0.4% e Sale runs from:

.2 Qo

MS 3 700 - 28 AL No Change 1% March to 30 April 10
* Mailsort 1400 direct letter prices are reduced by a further

0.5% * Additional 20% discount on incremental volumes only
* MS3 1400 residue letters increase by 0.6% MS3 and Sustainable MS3 letter format (120/700/1400)
* No changes to Sustainable discounts * For further information visit www.royalmail.com/rmsale

* No change to Response Plus and 0.5p increase to Standard
Response
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Large customers see few PI‘iCC changes

* Very little change to machinable presort prices (1c/2c)

Price change

MS 120/700 (Directs)
MS 120 OCR No Change
MS 120 CBC 0.4%
MS 700 No Change*

*Also no change to MS 700 residue prices

 Small price increases on other (non-machinable) bulk mail letter products:

Product Price change (Letters)
Direct Residue
MS1 1400 No Change 1.1%
MS2 1400 1.0% 2.1%
Walksort 1 No Change
Walksort 2 1.0%
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Our price changes

Social Customers

International Services

e  Average prices remain unchanged but some price
ige p. 4 P

Advertising & Transactional ) ) ) ) o
POII]tS W]]] see ezt]zer 1rcreases or C{GCI' edses 1n 11116’

with the true costs of providzhg the service

e |Fulfilment Services
o Sappon‘ pac](et customers t]zrougb ditficult times

Publishing/Catalogue Services

Value Added Services
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Most customers posting over 2000 packets a day using

Packetpost/ Packetsort will see a price reduction

Firioz Number of 2¢ Packetpost packets a day e All customers posting between 751g to 1kg will see a price
Changes 100-749 750-1999 reduction of at least 2%
0-100g 3.0% 2.7% 1.4% 0.3% ) ]
e Customers posting over 2000 packets a day will see
o [} 0 0 0
101-250g 30% 27% 1.4% 03% reductions of up to 4.6%
251-500g 2.0% 1.7% 0.4% -0.7%
e  Customers posting less than 750 packets a day will see price
501-750. 1.0% 0.7% -0.6% -1.7% X . .
i 0 ? ’ ’ rises of up to 3% at hghtweights
751-1kg -2.0% -2.2% -3.5% -4.6%
1-2kg 1.0% 0.7% -0.6% -1.7%

*  Packetpost returns increase by up to 3% (shown in <100 column)
e Packetsort maintains 4% discount

e Packetsort Plus discount structure unchanged

* No changes to Large Letter prices on Packetpost/Packetsort

* Existing Tracked prices are not changing

* No change to Mailsort 1 and 2 packet prices, Mailsort 3 packets increase by 2%

Royal Mail




Special Delivery meter and account prices are reducing between 500¢

and Zkg

24

0% 0%

22 A

e Stamp/Meter SD 1pm prices rising up to 2% at

20 £2500 ‘.’ Gap with £2500 increases by 10p (E2.55)
@ s ! lighter weights
v £1000 EEMEE Gap with £1000 unchanged (£0.85)
g 16 4
2 £500 * Meter SD 1pm prices reducing at higher weights
.é 12 4 Special Delivery prices at £500 compensation by up to 3%
12
c
GEci 107 0% -3%
E | . ) )
: 8 o 1% 9am increasing by more than Next Day
8 6 +2.0% +1.5% +1.9% 0%

Up to 100g 100g - 500g 500g - 1kg 1kg - 2kg 2kg - 10kg
O Stamp B Meter Weight

Price changes for account customers posting >5k items per annum

* Contract prices rising at lower weights and

5100k 100-500 S0l 5m reducing at higher weights
Up to 100g +2.3% to 3.5% +1.5% to 2.1% +0.9% to 1.2% +0.3% to 0.6%
101-500g No change * No change over 2kg
501-1kg -1%
1-2kg 3%
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Our price changes

Social Customers

International Services

Advertising & Transactional

e Introduce VRDs on the basic Presstream service

Flﬂﬁlment Services e Prices for cata]ogue services continue to increase to

cover costs

e |Publishing/Catalogue Services

Value Added Services
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We are introducing Volume Related Discounts on the basic Presstream
service (not Profile)

° Appiicabie to Direct selections in line with Mailsort 1400 VRD’s

e The discount will be calculated in addition to the Sortation Discount

Base Price x (100 - Sortation Discount - VRD ) = Per item price

e (Calculated automaticaliy as part of the billing process
e Current Presstream Terms & Conditions will still appiy

o Mailings made across multipie magazine codes, operational sites or days cannot be amaigamated to obtain a higher level of

VRD

¢ However, customers able to combine a single magazine code from the same operational site into a singie maiiing have the

potential to access higher VRDs

LL Volumes

Discount Level

Pkts/A3 Volumes

Discount Level
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Some customers llSil’lg our Presstream service can access IOWQI' PI’iCCS next year via

VRD, however our largest customers will see price increases

Customer segments }
Base Price } Base price increasing by 1.4% to address negative price margins
P - e .
: I i
Presstream VRDs : Smallest 29% of volumes do not qualify ; ~ Medium sized customers benefit with i VRDs not available with the Profile :
} i for VRDs ' discount up to 4.5% (*) i discount l
i ! ! !
e e ek e s e e e ke ke . = 1 L o e e e e e e e e e e . —— ]
Profile & 250k 2% reduction in the Profile cap and
} max increases for 250k
Overall price
) . } 1.4% Increase Between 1.4% increase Between 1.4% and 4.1%
11‘npac
and 3.5% decrease increase

(*) A small number of Presstream customers will qualify for the max VRD as most larger customers are on Profile
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Presstream is still cheaper than MS1400

160 - Presstream vs Mailsort 1400 Prices — 2010/11

140 -
120 -

100 -

-t
-
-
-
-
- .
--
- -
—
-

Mailsort 2 LL (Mid VRD)

Price (p)

— = Presstream 2 LL

- - - Profile Presstream 2 LL 23% Max

Mailsort 2 Packet (Mid VRD)
— = Presstream 2 Packet

= = = Profile Presstream 2 Packet 23%
Max

0 I I I I I I I I I I I I I I I
0- 299 349 399 449 499 549 599 649 699 749 799 849 899 949 999

Weight (g)
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There are large price increases for catalogue services (for those customers who

can’t use Presstream)

Price changes W LL = Packet

3.0%
Q
(7))
(2]
()]
S
b 1.9% 2.0%
- 2.0%
Q
= 1.5% 1.5%
o
()]
o
8 1.0%
[
Q
9
S
()]
Q. 0.0% 0.0%

0.0% ; ;

MS1 1400 MS2 1400 MS3 1400 Walksort 1 Walksort 2

e BUT A3 prices increasing by 4.2%

e AND Big book/ Heavyweight price increases up to 5%

Mail
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Our price changes

Social Customers

International Services

Advertising & Transactional

Fulfilment Services

e Price freeze for SMEEs to support them tbroug]z the

economic downturn

Publishing/Catalogue Services

e Price increases to cover RM costs

e |Value Added Services
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Prices held for the majority of our Value Added Services, however there are

some 1ncreases

PO Box — 12 Month Prices

* Price Controlled Service

+ Delivery + Transfer* Locked Box
Current £62.85 £125.75 £125.75 £160.00
2010/11 £95.00 £125.75 £125.57 £160.00

I  The basic PO Box price will be rising to cover costs

* Prepaid Envelopes in line with Stamp price increase

 Safebox 48 First Class by 5.8% to £172 to reflect cost

e Prices held for other services including Domestic Redirections, Business Collections, Early Collect, Timed
H Delivery, Selectapost and Presorted Delivery
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Summary of key changes - Tariff 2010

Stamp Prices

International

(non-contract)

SME/Unsorted

Fulfilment

Large Business — Transactional &

Advertising

Large Business — Publishing &
Cataiogues

Strategy

® Increase stamp prices to cover costs of providing

the USO

Tariff 2010

* Stamp letter prices increase by  2p / 2p

¢ Increase International prices to cover increasing

costs of delivering abroad

* International stamp and meter prices up by 9%

* Support SMEs affected by the economic

downturn

o Price freeze for inland Meter, PPI, Cleanmail and
ASTLL services

* Support packet customers through difficult times

* Some re-balancing of prices in favour of >500g

weights

* Support Direct Mail in the media market piace

e Mailsort 3 prices maintained foliowing October

decrease

e Some re»balancing of prices

® Increase prices to improve alignment with costs

Royal Mail

e Introduce VRDs for Presstream customers

® Increase Prices to cover costs



Any questions?

B

Mail
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Thank you
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