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UPU Regulatory framework
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Postal Services UPU Convention Art. 12

* Letter-post items

*  Priority items and non-priority items, up to 2 kilograms

» Letters, posteards, printed papers and small packets up to 2 kilograms
» Literature for the blind, up to 7 kilograms

*  Special bags (M bags), up to 30 kilograms

* Parcels ({Mandatory supplementary services)

«  Parcels up to 20 kilograms

» Registration service for outbound priority and airmail letter- post items

»  Registration service for outhound non-priority and surface letter- post items to destinations for which there is
no priority or airmail service

«  Registration service for all inbound letter-post items,

* Mandatory implies that the designated postal operator for universal postal services has to offer these services nationwide, while other
(private sector) postal operator are free to undertake such services withourt obligations for mational coverage,

®* As applicable in Botswana. Within the framework of the UPU countries may deviate from these suggested standards.
.
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This is Article 12 of the UPU Convention underlying the UPU Treaty signed by all
countries in the world to assure mail exchange between the designated postal operators
providing the indicated universal postal services.



Assessment postal market : main differences service provision

»Basic and ordinary mail *Value-added mail services
services:
— Commercial offer with
— UPU agreements to specific conditions for
prcw_lde universal postal segmented markets
services ,
— With access for all LAE B> Focus on Dusiness i
\ ) customers and larger mail
Inljﬁ}bltantz. affcurdal:;:\le categories without focus on
pricing and reasanable individual citizens
quality of services at . .
universal conditions - chus on lmprwed_ services
with better margins
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For the purpose of postal regulations a differentiation is needed between both categories
of services. More understanding of the impact of this differentiation is provided in the
slide hereafter detailing the differences between ordinary and value-added mail services.

Assessment postal market : Differentiation DPO versus CPO
Basic and ordi I servi = Value-added mail services

“L"“"Q ”S '"“':d"“:' 5:"{:“: _ END - to— END CONTROL (Liability)
— Lower QoS (speed) standards for — Time —definite QoS (speed)

domestic mail and (D+ 1 to D+ 5)

— Idem for international mail (85% — More extended range for time definite delivery

D+5) - {early morning, noon, afternoon, evening etc.)
— No frack and trace DPCO  CPO - Fastercustoms clearance
— No guarantees for delivery — Track & Trace of single items
- |nsured and registered as (cost) — Insured services (standard)
value added (cost) category — Guarantees for service and delivery in
— More extended access to all contractual arrangements
citizens/inhabitants nation-wide - prproach business entities and more limited
ocus

on individual citizens nation-wide.
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Each country may detail the category of reserved services fit to the local market
environment and need to assure universal service provision. This is recently done in Art
71 of the CRA Act 2012 in Botswana.

Article 71 CRA Act 2012

71. (1) Reserved postal services are reserved for the public postal operator and relate to the following parts of the
universal postal services —

(a) the conveyance of domestic and cross-border items of correspondence of up to a weight of 100 grams and
delivered through a P.O. Box;

(b)) the conveyance of cross-border mail conveyed through the UPU mail exchange system;
(&) subject to subsection (5), the provision of P.O. Boxes in communites with at least 5000 inhabitants:

(d) the issuing of stamps bearing the word “Botswana™ or imprinted with the effigy of the Head of State of
Botswana; and

(e} the placing of street letter boxes for mail collection.

{2) Subject to subsecton (5) no person, other than a public postal operator, shall provide reserved postal services
under subsection (1) except for the self-delivery of postal services.

{3) Any person who contravenes the provisions of subsection (2) commits an offence and is Hable to a fine of not
maore than P20 000, or to imprisonment for a term not exceeding 12 months, or to both.

{4) The Minister may direct the Authority to grant such postal operator as he may specify in his written direction, an
exemption from the provisions of subsection (2) with respect to the delivery of mail at P.O. Boxes at operations of the
concemed postal operator,

Art. 72 provides the space for commercial postal operators in Botswana in details fir to
the Botswana situation.

Article 72 CRA Act 2012 e b s o

72. (1) A licensed postal operator including the public postal operator shall be entitled to provide
commercial postal services throughout Botswana.

(2) For purposes of this section, “commercial postal services” includes the following postal services

(a) the conveyance of addressed mail not delivered through a P.O. Box but delivered directly to the
addressee as a value added service;

{b) the conveyance of advertising mail;
(c) the conveyance of incoming cross-border mail not to be delivered to a P.O. Box;
(d) the conveyance of postal packages and postal parcels;

(e) express and courier postal services delivered directly to the addressee as a value added
services, supplemental including extra services such as bar-coding, tracking and tracing, insured
terms and guarantees on delivery; and

{f) all other value added postal services not being part of the universal postal services and the
reserved postal services, such as pre-mailing services.



Focus of postal regulations Flams Kok Bonimens Commult B &

Determine universal postal services provision and standards for QoS

MNeed for and detailing reserved senvices

Designated postal operator (DPQ) Separation cost accounting USO and commercial services

Mo cross-subsidisation allowed between both categories above

Regulatory Cost Accounting Reporting

Government stimulates private sector development

Commercial postal operators (CPO) gy operators must be enabled to operate In level-playing
field

Commercial operators be licensed according to the Act
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The differentiation has great impact on the postal regulations as indicated above.

Based on this separation of ordinary and value-added mail services the following view
may help in understanding the focus of postal regulations (universal postal services)
and thoise services falling outside the scope of the postal regulations.

Focus of Postal Regulat'ons | Hans Kok Business Consult BV =‘
Universal Postal Services 2kg/20kg > 2kg/20kg are liberalised non-licensed services
Commercial
' ’I s
: | ervices
§ R { (Express services
§ Courier services...
- Other Value-added
; Services, Logistics, etc. )

—/\\

Liberalised services
Letter mail items 100 grams for licensed postal
and lower as defined in Operators as defined in
CRA Act 2012 (Section 71) CRAAcL2012 (Section 72)
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Market segmentation: Mail — Express & Logistics - Freight

FERFORMARCE | 3TF

FIEL ()] PALLETIZED LTL MGMINLFTETT: | PACHAGES RATGHEL 4 1 EHWELIFT
b i H -5 TORES A DS G FREFSHT 35-300 ML 230 BG PACHE 555 K& =28 G

Emergency Axr
Charter n=board L

Bullst trucks [ vans

b
=
N
g &
-

Diayy certain Diay certain
Freight Farcels

- I":hl

Ianceall |
Farcels
Freight forwarders _
Haps ko Businns Ussahi BY 5
Traditicn Growupangs | - !
[ A il FI’H' ' Postal Parcels = Standard Post

FTL/STL |

The analysis above provides the main differences between Post, Courier Express and Parcels (CEP) , Logistics and Freight.

The focus of postal regulations is at the right side of the overview while Logistics and Freight.



Hians Kok Business Consnlt BY £

CEP vs Logistics Services

Determined by UPU policies, guidelines and legal framework  Parcels Maximum 20 kg

Determined by operations within the supply-chain: aiming at individual households or beyond?

= =)

ACE D & Individual citizens
Individual citizens | |ibaeiadis . S Merchants

Suppliers ated transport, Large Retailers SME's

SME’s
Wholesalers Business entities

Merchants

Business entities Sector- |, branch-

- Branch and/or Govermment
Government
T Logistic se 3 Sector oriented institutions
(e.g. automotive, etc. warehousing
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As many operators in Botswana are active in the CEP area and Logistic area a further
differentiation need to be provided as done above.

CEP operators are aiming at the public at large, such as individual citizens, households,
SME’s (shops and shopping malls, and government institutions (ministries, parastatals).

Logistic services do not have this end-to-end objective at public at large, but are focused
on the business entities (producers, Suppliers, Merchants, etc.) and offering business
oriented value-added services as indicated.

The range of Logistic services is usually provided for certain branches and commercial
sectors such as Health and Sanitation, Automotive, etc. as different requirements are
needed for each of them. A typical Logistics provides focused services for a limited range
of clients.

This is less relevant for the global operators aiming at more branches and sectors but
very important for smaller operators aiming at services for very limited branches and
sectors and having a smaller customer base for dedicated Logistic Services.



The following overview is provided on the total mail volumes falling within the scope of
postal regulations in Botswana with a total of 32 million items per year in 2014.
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Total mail volumes Botswana (2014/2015)

« 852 % = universal postal service mail
delivered by designated postal operator
(DPO)

Mail volumes Botswana 2014

rost i votames sosuars | 515300

4.8 % = value added mail services (VAS)
" delivered by both DPO and CPO's

cross-border mall vas | 405,348

rend s towards less ordinary mail and

demailie mail YAS 1.032.888 i
I mare value-added mail

—_[pyme

ICOGO00 20000000 B0, 000

Maost operators report (slight Jgrowth of
volumes

+ \ery competitive cross-border and

Source: data base BOCRA October 2015 based on full data 2013 for o2 s TRl

BotswanaPeost and 2014 and frend in 2015 as reporied by CPQ's ) ) )
= d «  Only 3 main operators in domestic
Excl. non-identified and publicly established “postal’ operators value-added mail services, restvery

Fage s 13 small business entities

The dominant mail volumes are processed for ordinary mail by the designated postal
operator in Botswana which is BotswanaPost.

Butswanapnst Drdinary Ma“ {USD] | Hans Kok Business Consult BV 5
BotswanaFPost 013
— BotswanaPost &
Letter mail (dom estic) 24000000 | e e We dallvar, whersver wirarawar
Letter mail (eross-border) Main trends:
inboand 1202.128
outbound 6,804 Substitution ordinary mail
by electronic media such as
Registered mail (domestic) 297386 . A
Registered mail (erass-border)) mobile telecommunications and
inbownd 15,608 Internet
16,946
thound . X ) )
e Increasing hybrid mail solutions
Insured mail (domestic) 16,864 for bulk mailers
Insured mail (eross-border)
inbound a2 Increasing e-Commerce and
outhonnd 318 e-Government
Hybrid m il (domestic) 5"}”'2;; Increased competition in multi-operator
Hyvhrid mail (cross-horder) L Postal market
Faga + 4 ).634.720




If all volumes are put in the differentiation made for postal regulations between the DPO
(designated postal operator) and CPO (commercial postal operators) it can be observed
that 95 % of the mail volumes are ordinary mail volumes and the rest (3-5%0) are value-
added mail services provided by CEP operators in Botswana.

Dpo Vs CPO’S | Hans Kok Business Consult BV ::
< 3% max 5 % DPO vs CPO's DPO provides:
o - Ordinary mail (USO)

+ Value-added mail (VAS)

95 % CPO’s provide:
= DPO total mail aems

& (PO 1otal mail nems - Value-added "‘ail (VAS)

Market share private sector
operators VAS is < 3 % of total volumes

BotswanaPost

P — Incl. non-registered operators
Share assumed to be < 5%

DPO = Designated Peostal Operator CPO = Commercial Postal Operator

Conclusion Ordinary mail (USO)is dominantin Botswana
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Within the designated postal operator, value-added services are app. 2 % of the volumes
and 9 % of the revenues, to be explained because value-added services come with higher
margins.
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Volume vs Revenue contribution DPO VAS

Valumes contribution DPO VAS Revenue contribution DPO VAS
555.835

31673487 9
1 1,81

0634, T
134063759

& DPO domsestic mail = OPO walis-added mad = DPO financial resalts = Botswana Couriars

WAS = Valye —Addad postal serices Eaurce Annua Rapon BalsswanaPoal 2014

-

Velume contribution ve Revenue contribution=<2% vs 9 %

2. VAS needs to be provided in level-playing field for all operators (UPU policies)

3. Revenue contribution depends on full and transparent separation of cost accounting
between universal and commercial postal services as required in UPU policies and
guidelines since Bucharest Congress 2014
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In terms of overall mail volumes within the scope of postal regulations, the following
overview is provided for market-shares in Botswana.

Market Share CPD'S {incl_ BP CD,uriers} | Hians Kok Business Consult BY

BotswanaPost Couriers and Logistics

Marketshare CPO's Botswana is market-leader due to UPU
mail exchange for EMS with 180
THT (Bollore Logistics) countries

Aramex

Ram hand-to-hand cournars
Skymet workdwide express

Enlirk Freight - Fromtline couriers

Providing lower priced and less
service for EM3

LIPS {Trichpsimum Logistics) FBdEH |5 mrkef__'eader ||-| CEF
followed by Pinnacle and Sprintand DHL

Fast ansd Furious

1
1
DHL Betswana ®
Sprint couriers =
Pinmacle couriers Global II'ItEgI‘atDrS UPS. Aramex and
FeDex Botswana wm TNT have limited velumes mainly
Batswana Couners & Logistics inbound CEF as part of global
100,000 200,000 300.000 400.000 500,000 600,000 obligations.

All focus on Gaborone with onward
delivery by others such as KTU and
Sprint

Paga » 17

Within the category of value-added mail services , the 6 global integrators as indicated
provide 99% of the mail volumes.

Market-share global integrators [ e Kk e Comot B §

CEP Glabal integrators Botswana All main global integrators are present in
small market in Botswana

u Batswana Cousfiars B
Logtsticy BotswanaPost Couriers is market leader followed
* DL Botawana by DHL and FedEx

& FedEs Bovsaana

Exgprass ]

o Main hubis Johannesburgin RSA | which is also
LIFS [PriCptimum Logiatics] the main originating country for other CEP

S f'" — operators in CEP exchange with Botswana
® TNT [Bikore Lagics) CEP volumes are relatively stable over
recent years and will show limited gradual
Cross-border CEP increase in near future due to increasing
e-commerce operations
Total CEP operators ¥ . .
Total CEP global integratars ag More prospects will also be in branch and
2l sector related logistic services which all
Faga + 18 global integrator provide
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Most global integrators have more inbound than outbound CEP services with 2
exceptions DHL and Botswana Couriers also having a relatively higher outbound mail
volume.
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CEP cross-border inbound and outbound

CEP Cross-barder inbound vs outbound Most CEP integrators report dominant share
of inbound vs outbound volumes
THT (Bl Logstics)
Except Botswana Couriers and DHL reporting
mare outbound than inbound volumes with

ATV

]

1
UPS {Trioptmuem Logistics]) [ NEIIGTG—— main focus on RSA

DM Botvana I

T e — DHL has however also a strong supplemental

Logistic services customer base in Bolswana
o Coursers B Logitics I

0% 208 A5 [ B 100

winbound mcuthound
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The mail operators in Botswana (DPO and CPQ’s) can be further differentiated in the
focus of their activity as provided hereafter. The category of Domestic CEP operators
also provide cross-border mail services but have a stronger focus on domestic CEP
operations.
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Focus of CEP operators in Botswana

Global CEP aperators
Aramex Aramex
Bollore Logistics (TNT) DHL
BotswanaPost [ Designated Postal Operator
Botswana Couriers & Logistics TNT (Bollore)
DHL Botswana L ('I‘rﬂmnmnj L
Fast and Furious Botswana Courers & Logistics (UPL)

FeDex Botswana
Enlink Freight - Frontline couriers FRegional CEP sperators
E.TU Express with RSA focus and global links

Omega couriers Domestic CEP operators
Pinnaclk couriers Sprint couriers
Ram hand-to-hand couriers Fast and Furious
Skynet workdwide express KTU Express
Sprit couriers :;E; .
.: . P i WCI'H\'Q'E': [ &5
B — I_Og;lstts (ues) Botswana Couriers TL@ESM

Faaga » 20
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The postal and CEP operators in Botswana provide different quality of services with
main differentiation provided hereafter.
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Quality of Service postal operators

BotswanaPost &) Greater) Gaborone ~ ©Gaborone + intra city
Nation-wide Intercity mail D+1 uptoD+6
All locations
ome. Fedix
CRpress
Global integrators Greater) Gaborone ~ Focuson D+ 1and
offering time definite delivery
aramex m @
y r . Focuson D+ 1 and
"L__._w_si _ ‘__\ Greater) Gaborone offering time definite delivery

Nation-wide Inter-city mail D+1 uptoD+2

Limited locations
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It must be kept in mind that the DPO has the obligation to provide nation-wide mail
services in Botswana while commercial operators are allowed to operate in commercially

viable parts of the country only.

Assessment competition in multi-operator

postal market in Botswana 1

el S0k i = loter ilem i in Wil calogory |

|
Gromex > e
0 5kg: Zone1/3 BWP 60/80

FASFFFURIOUS
BRGRALA ) S0E (CERNCR
APRESS 0,5 kg 57 -80

| Drlineay el (LFS)

Vil fbiodl Servioes (VAS)

Domestic market

DHL = 10%
FedEx- 10%
Frontine - 25%
Shynet- 10%

::H:.W'" Carge logistics 5% —= ks
BotswanaPost ¢ 0,5kg: Zone1/3 BWP 58/76
e e, ot e - - . ) .
Standard letter BWP 4 muwr_snm.sr'lc!"
0,5kg: Zone1/3 BWP 67/78
0.5 kg Zoned /3 5874 ke O
Low UFS Pricing lowest weight category High VAS
Day specific [D#1, D42 up to D4E) Faster defivery Range of scheduled faster services

BAccomding to UPU QoS standards Route = and Day specific Same day, evening, in-night, sary moming, ovemight, etc
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The overview above provides the main players in the competitive domestic market in
Botswana.
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The overview below provides the main players in the competitive cross-border market in
Botswana.

Assessment completion in multi-operator

postal market in Botswana 2

N S
oo ST :’" AramMme) L=tiez62a pezkg=265
Cross-bordermarket | \ |znasor100 & P=3soisionrso Fed - x wmspaxg=m
(SADC/RSA) o
VAS &M _Emess  L=140/188P<2kg=340/300
E— [E) FsTrumovs isaipzigrse
uso L=125/P 2kg=281 SLBRALALAGE LOGETCS

pollore. DOUT) | L=252IP<2kg=340

I st ot o @ . ‘
L=1TH P<2kg=449

BotswanaPost &

A e, afderes s

SADCIL=SADC=8.1/P=0,5= 88.T P<2kg=182

Low UPS Pricing lowest weight category High VAS
Day specific (D+1, D+2 up bo D) Faster defivery Range of scheduled faster services
Beconding to UPU QoS standards Foute = and Day specific Same day, evening, in-night, eary moming, ovemight, etc
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The comparison is focused on the most important mail category which is the lowest step
in the price/weight category of all operators relevant to benchmark with ordinary and
universal postal services by the DPO. Other categories are more important for the
business entities which have more opportunities to compare services and pricing befor
entering into contracts with CEP operators.

Basic tariffs compared

Lowest tarifls CEP operators compared

Letter 0,5 kg Parcels 2 Kg
CEPF Cross-border outhbound min max min nEx
Botswana Couriers RSA 20 100 S0 perkz 5.3
Aramex & zones 119 262 2635 E11
Pinnacle couriers fiocus RSA 125 275 per ke 3
FedEx 9 zones 133 277 371 BEE
DHL RSA docs 140 2402 340 705
Fast and Furious mininm rates 150 342
Sprint couriers & zones 173 477 449 1182
Frontline focus RSA 185 perkg 1.85 | 183.70 | per kg 1.85
DHL RSA non-docs 198 403 390 933
TNT zone 1 252 340

Fage » 24
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The data of all operators show that the in- and outbound cross-border mail volumes are
very important for land-locked Botswana mainly processed from the business entities in
RSA and through the Johannesburg hub for global mail processing as well.

Cross-border mail is dominant

In bound and outbound
cross-border mail generates
dominant courier and express
mail volumes

Domestic courier and express operators mainly focused on delivery within Botswana
outside Gaborone on behalf of global integrators (DHL/FeDex/URPS/TNT/Aramex) and
regional operators mainly generating mail from/via RSA to Botswana

PFaga » 35

Also must be taken into account that domestic CEP operators provide services for other
operators mainly global integrators as indicated. This implies that domestic and cross-
border operations are very much related and domestic operators could have a less viable
business without cross-border mail volumes processed for others.

| Hins Kok Business Consali BY

Domestic CEP operators: Cooperation inbound

Sprint Botswana KTU
Couriers Couriers Express

Faaga + 26
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BotswanaPost 1990 2015

Post offices 123 124

Agencies 43 86

Kitsong centres 0 58

total service points 166 268

BotswanaPost &

Wa

I REGION Total Cost REVENUE PROFIT I

NORTH ¥ 28529) | 14427775 | 20 857 618

x 30,913,947 | 5658720 13.215.228

CENTRAL 21,969,947 | B,274,992 13,694, 956

GADORONE 35.790.51% | 19100, 782 | t6 b 77

l Total I 123,919,707 47,505,268 74 414 438
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A major difference exist for the (obligated) coverage of mail services for the DPO and
CPO’s as proved hereafter. This is of course very important for the viability of the mail
operations and room granted to all operators to establish a viable business entity in
Botswana. However it has a negative impact on the DPO having to provide mail services
up country for “affordable” pricing.

COVerage DPO vs CPO | Hams Kok Businews Consult BY

E— T

‘\ I(E{ Focus main locations:
et D — + BC&L10

TOGETARR WE St « KTU =25

BN
Global integrators PSP, ... @ Focus on Gaborone and
3 no service points up country
FedEx having 76 % of CEP inbound
Express
aramex —Emss® _  upcountry13
Fage « 28
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While politicians tend to protect the employment provided by the designated postal
operator it is highly relevant to note that the commercial operators together already
provide more employment.

| Hins Kok Business Consali BY

Employment postal sector in Botswana

Development of the
socio-economic environment
and business sector must come
from private sector involvement
In all sectors of activity
Including the postal sector

Employment postal sector Botswana 2014,/2015

47 %
Mew business activities, such as
value added mail services
provided by private sector postal
operators account for over 53 %
53 % Of employment in the sector
= BotswanaPost ® Botswana Couriers = Commercial postal operators
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Also it is highly relevant to note that while total revenues are in balance between DPO
and CPO’s but Value-added mail (VAS) services provide much more income than
universal postal services (USO) due to political constraints on the DPO.

Revenues Mail Sector Botswana | mome Kok Bnse Comnt 8v_ (G

Total Revenues Postal Sector Botswana 2014

Total Revenues I DPO vs CPO’s
Total Revenues CRO's [N su - su

Total Revenues DPO I

|
Totalfevenues CPO°svAs NN UsoO vs VAS
|

Total Revenues

Total Revenues DPO USO

65: 35

o 50 100 150 200 250
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In terms of macro-economic impact , the indicators turnover and employment are
provided hereafter, with the main conlusion that the impact is relatively smaller than in
other countries meaning a barrier to development of the sector in Botswana.

For a country that aims at more involvement of the private sector this is a signal to have
a review of the postal sector policy for the country.

| Hians Kok Business Consnlt BY £

In % of macro-economic data

Macro-e conomic data BWF
GDP 15, 810,000,000
GIDF per capita in PPP 7.730
Tuwmnover postal sectorin %o of GDF 224,000,000
Turnover postal sector in % of GDF 1
Employment RICVRITEN
Employment postal sector in % of total 1550
Employment postal s ector in % of total 0,40

Conclusions:

Turnover is modest compared to other countries (2 = 3 %)

Employment is limited compared to other countries (2%)
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In the next phase of the project, all implications of the Market review will be taken into
the establishment of the regulatory and licensing framework for the pstal sector in
Botswana, with main subjects indicated hereafter.

| Hans Kok Business Comult BV

Functions of the regulator

Functions of the Regulator B O C RA

LEGAL & UNIVERGAL UNIVERSAL 00
REGULATORY SERVICE SERVICE
FRAMEWORK PRICING
MARKET Next phase:
COMPETITION LICENSING MONITORING

Set up Licensing Framework

CUSTOMER QUALITY
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