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24 September 2002

Dr Kathleen Dermody

Committee Secretary

Parliamentary Joint Committee on

  Corporations and Financial Services

Room SG.64

Parliament House

CANBERRA  ACT  2600

Dear Dr Dermody

In response to your letter of 23 August 2002, please find enclosed Australia Post’s submission to the Joint Committee on Corporations and Financial Services Inquiry into the Level of Banking and Financial Services in Rural, Regional and Remote Areas of Australia.

Australia Post looks forward to the opportunity to give evidence to the Committee at one of its public hearings.

Yours sincerely

M McCloskey
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1. SCOPE OF SUBMISSION
1.1 This Submission:

· provides some background on Australia Post’s banking services, specifically covering the areas of:

· personal banking (giroPost);

· Australia Post’s network;

· business banking;

· outlines the scope for expansion of banking facilities through non-traditional channels including new technologies; and

· identifies some initiatives aimed at making additional banking services available to rural and regional communities.

2. BACKGROUND

( giroPost
2.1 Australia Post has offered personal banking services on behalf of the Commonwealth Bank since 1911.

2.2 Since 1995 it has also established contractual arrangements with a greatly expanded number of financial institutions, providing on-line non-discriminatory retail banking services on their behalf.

2.3 Launched in July 1995, Australia Post’s giroPost service provides the customers of participating financial institutions with access to card-based, PIN-authorised banking services including deposits, withdrawals, account balances, acceptance of new account applications, and payment for credit card bills.  Additionally, Australia Post accepts passbook transactions for customers of the Commonwealth Bank.

2.4 As at 30 June 2002 there were 78 financial institutions connected to Australia Post’s giroPost network including Commonwealth Bank, National Australia Bank, St George Bank, Adelaide Bank, Bank of Queensland, BankWest, Bendigo Bank, Citibank, HSBC Bank Australia, GIO Building Society, IMB Building Society, Members Equity, RAMS Home Loans and 65 credit unions.

2.5 The giroPost network is a national, neutral delivery channel with no single partner financial institution being offered prominence over another.  The giroPost platform is a generic system which provides each participating financial institution with a uniform system that delivers identical banking transactions in every on-line Australia Post outlet in Australia.


( Australia Post’s Retail Network
2.6 Australia Post offers its financial services from an Australia-wide network of some 3,861 post offices, providing convenient access for bill payments and banking to the vast majority of the Australian population.  Of those outlets, some 2,962 are equipped with state-of-the-art electronic equipment which is capable of delivering on-line financial transactions.  On-line outlets can also electronically capture the MICR details of all cheques accepted by Australia Post either as payment of a bill or a deposit into a bank account.

2.7 Each on-line office is branded as one offering giroPost services, with each counter station capable of handling giroPost and billpay transactions as well as normal postage business.

2.8 Bill payments and off-line passbook banking transactions for the Commonwealth Bank are carried out manually at the remaining 900 off-line outlets.

2.9 Of the 2,962 giroPost outlets, 1,184 (40%) are in rural and regional areas.

2.10 Postal outlets can be classified into two broad categories: Corporate Offices and Licensed Post Offices (LPOs).  LPOs are run by independent Licensees and make up just over 77% of the network.


( Business Banking
2.11 In April 2000, Australia Post embarked on a pilot with the Commonwealth Bank of a service designed to allow small businesses in rural areas to conduct deposits, withdrawals and account balances at selected Australia Post outlets.

2.12 The pilot was a success and the business banking service was subsequently rolled out more widely in rural Australia.  As at 30 June 2002, Australia Post was offering the service for customers of the Commonwealth Bank, National Australia Bank, BankWest and Adelaide Bank at 320 outlets across Australia – 300 of which were in rural and remote areas.

2.13 During 2003, Australia Post plans to offer the business banking service to the remaining giroPost financial institutions through all its rural and remote on-line outlets.

3. EXPANSION OF BANKING FACILITIES THROUGH NON-TRADITIONAL CHANNELS INCLUDING NEW TECHNOLOGIES
3.1 The giroPost network is not static, with outlets being connected to giroPost as they reach the required transaction thresholds.  The current threshold is 12,000 transactions of a financial nature annually, which encompasses billpay, money orders and banking, and takes into account both current and anticipated volumes.  Connecting outlets with transaction levels below this figure is not commercially viable.

( Rural Transaction Centres

3.2 The Rural Transaction Centre (RTC) Program provides two avenues for non on-line outlets in rural and remote areas to apply for funding for the provision of giroPost:

· under the business planning process a community group may request funding for a range of functions including giroPost to be located at the local postal outlet; and

· a separate phased process allows the Licensee to apply directly for giroPost funding from the RTC Program.  Phase 1 of this process focused on Australia Post outlets with more than 5,000 financial transactions annually in towns where there was no other financial institution present.  Phase 2 is focussing on Australia Post outlets with more than 5,000 financial transactions annually in towns where there is a financial institution present.

3.3 As at 30 June 2002, Rural Transaction Centre Program funding had resulted in the electronic enablement of an additional 110 rural Australia Post outlets.

( Extended Web Based Access

3.4 Traditionally the costs of supporting low volume banking sites in remote locations has been quite high.  There are indications that a recent upgrade of the Australia Post counter technology (netPOS) may facilitate the deployment of a key subset of transactions to a number of non-electronically enabled sites, using lower cost web-based technology.  The potential to provide secure access through a standard low-cost PC to a lower level of functionality from the normal Australia Post terminal is being examined.  One of the retained functions under this scheme would be banking

4. INITIATIVES AIMED AT MAKING ADDITIONAL BANKING SERVICES AVAILABLE TO RURAL AND REGIONAL COMMUNITIES INCLUDING THE POTENTIAL FOR SHARED BANKING FACILITIES
4.1 The netPOS upgrade has also significantly broadened the range of products that Australia Post can potentially offer.

( Expansion of Banking Services

4.2 Australia Post is currently conducting market research and having discussions with giroPost financial institutions to determine what further services might be offered under its banking services banner, in particular, for rural areas.  Some of the services already identified as part of this exercise include:

· account transfer functionality;

· credit/debit card pick up (from Australia Post outlets); and

· credit/debit card activation (at Australia Post outlets).

4.3 Further opportunities are expected to be identified in coming months.

( American Express Travellers Cheques

4.4 One of the first products to be offered using netPOS was the sale and encashment of American Express Travellers Cheques.  From May 2002, all 2,962 giroPost outlets have been able to process these transactions.  This initiative has considerably expanded the representation points of American Express, particularly in rural areas where it was traditionally under-represented.

( Western Union Money Transfer

4.5 Australia Post expects to be able to offer the Western Union Money Transfer service at all giroPost outlets from early 2003.  This service will allow international money transfers to and from Australia.  Benefits to the rural community will mirror those of the American Express service.

4.6 Combined with Australia Post’s existing Money Order Service, these new services will provide wide access to the most extensive suite of money transfer products in the market.

( Shared Banking Facilities

4.7 Through its giroPost partnership with 78 financial institutions and its on-line network of 2,962 outlets, Australia Post believes it offers the most significant shared banking facility in Australia.  This will continue to expand as:

· more financial institutions join giroPost;

· Australia Post’s on-line network continues to grow; and

· Australia Post expands its product range.
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