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GEeNERAL NOTICE

NOTICE 1865 OF 2001
DEPARTMENT OF COMMUNICATIONS

LICENCE ISSUED TO THE SOUTH AFRICAN POST OFFICE LIMITED IN TERMS OF
SECTION 16 OF THE POSTAL SERVICES ACT, 1998

In terms of section 16(3) of the Postal Services Act, 1998 (Act No. 124 of 1998), |,
Dr. lvy Matsepe-Casaburri, Minister of Communications, hereby grant and issue a
licence to the South African Post Office Limited with a period of validity of 25 years
from the commencement date (as defined), subject to the terms and conditions set
forth in such licence and subject to the obligations referred to in the Postal Services

Act, to operate all or any of the reserved postal services (as defined).

DR. IVY MATSEPE-CASABURRI “ -
MINISTER OF COMMUNICATIONS
2001-07-31 '
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TERMS AND CONDITIONS OF THE LICENCE
PART I - PRELIMINARY -
1. DEFINITIONS

In this Licence, unless inconsistent with the contents, -

~

the headings are for the purpose of convenience and reference only and shall not be

used in the interpretation of nor modify nor amplify the terms of this Licence nor any

clause hereof;

words importing the singular shall include the plural and vice versa; words denoting
persons shall include bodies corporate and unincorporated associations of persons

and vice versa.

any reference, express or implied, to an enactment includes references to :-
1.3.1. that enactment as amended, extended or applied by or under any other

enactment before, on or after the date of this Licence;

1.3.2. any enactment which that enactment re-enacts (with or without

modification); and

1.3.3. any subordinate legislation made (before, on or after the date of this
Licence) under any enactment, including without limitation, one within

clauses 1.3.1 and 1.3.2;

e iz e 1 e
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1.4.

1.6.

1.7.

1.9.

1.10.

the schedules of this Licence shall form part of it;

words and expressions, shall have the meanings assigned thereto in the Act;

“Act” means the Postal Services Act of 1998 (Act No.124 of 1998);

“basic letter” means a letter, postcard, printed matter, small parcel and other postal

articles of the type covered from time to time in Schedule 1 of the Act;

“basic letter service” means the delivery of basic letters to households at their street

letter boxes; -

“business day” means any day other than a Saturday, Sunday or a public holiday in

the Republic; ' -

“commencement date” means | April 2000, the date on which Section 16 of the Act

came into force;

"CPI" means the annual inflation rate for South Africa, all items of the 12 (twelve)
areas, specified in the notice as notified by Statistics South Africa (with the average
for 1995 as base which equals 100 (one hundred)), provided that in the event of the
publication being discontinued, or of any change in the basis of computation of that
index, any index which replaces such index and becomes an official direct substitute

for it from time to time;

“CP{ adjustment” means the adjustment upwards of the amount in question by the

percentage by which CPI for the month of October in the year in question has been
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1.13.

1.15.

1.16.

1.17.

increased above the CPI for the month of October in respect of the preceding 12

(twelve) month period:

“delivery point roll-out” means the delivery points to be rolled out in the Republic as

set forth in Schedule 1 or as published in the Gazette from time to time;

“Department” means the Department of Communications (or any successor charged
with the receipt of licence fees under the Act);

“e-commerce” means the use of electronic netwotks to exchange information,
products, services and payment for commercial and communication purposes
between consumers and business, between businesses themselves, within

government, between the public and government and between business and

government;

"email roll-out" means the electronic addresses to be rolled out in the Republic as

published in the Gazette from time to time;

“Gazette” means the Government Gazette;
“independent auditor” means any independent organisation or person appointed by
the Regulator to audit the results of the independent monitor for the purposes of this

License;

“independent monitor” means any independent organisation or person appointed by
the Regulator to undertake monitoring of the achievement by the Licensee of the

service performance standards for the purposes of this Licence;

P — s
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1.20.

1.24.

1.25.

1.26.

“inspector” means any person emploved by the Department authorised to perform the

activities envisaged by section 27 and/or 28 of the Act;

“issue date” means the date upon which this Licence is published by the Minister in

the Gazette;
“Licensee” means The South African Post Office Limited;

“mail collection point” means a structure which houses post boxes but at which,

other than whilst basic letters are being sorted, no assistance is available;

“mintmum percentage” means the minimum percentage in respect of the service

performance standards set forth in Schedule 5;
“Minister” means the Minister responsible for postal services;

“mystery shopper” means any independent organisation or person appointed by the
Regulator to advise on the type of customer care standards which should be imposed
in terms of clause 10 and to monitor the adherence by the Licensee to such customer

care standards for the purposes of this Licence;
“post box” means the receptacle at a post office or mail collection point where the
addressee can collect mail at any time by unlocking the receptacle and removing the

contents;

“postal regions” means the postal regions as depicted on the map in Schedule 7;
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1.31.

1.32.

1.33.

1.34.

1.35.

1.36.

“price cap” means the maximum percentage by which any tariff or charge to
customers of the Licensee prevailing in respect of any year may be increased in

respect of the next succeeding year, which shall be determined in accordance with

clause 5;

“quarter” means each 3 (three) month period commencing on 1 April, 1 July, 1

October and 1 January;
“Regulator” means the Regulator constituted under the Act;

“Republic” means the Republic of South Africa, including all of its territories and

possessions and its territorial waters;

“retail outlet roll-out” means the outlets at which customers can receive basic postal
services, to be made available by the Licensee (or its agents or franchisees, as the
case may be) in the Republic as set forth in Schedule 4 or as published in the

Gazette from time to time;

“reserved postal services” means the reserved postal services contemplated in

Schedule 1 of the Act;

“roll-out auditor” means any independent organisation or person appointed by the
Regulator to verify the extent of the achievement by the Licensee of the delivery

point roll-out and the retail outlet roll-out for the purposes of this Licence;

“serviced areas” means until the provisions of clause 8 are invoked, the areas listed

in Schedule 3;

ppmsam ot o oo L e
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1.40.

1.41.

1.42.

1.43.

1.44.

“service performance standards” means the service performance standards set forth

in Schedule 6;

“standards of customer care” means the standards published in the Gazette from time

to time as contemplated in clause 10;

“street addresses” means premises in the Republic which have been assigned a
number by the relevant municipal authorities in a street which has been assigned a

name or number by the relevant municipal authorities;

“street delivery” means the delivery of basic letters to a street letter box or site

contemplated in clause 4.1.1;

“street letter box” means a receptacle provided and installed by any recipient of basic
letters on the street frontage of his/her property, bearing the number of the house in
question, and in which the postman places basic letters addressed to that street

address;

“target” means the target as set forth in the relevant schedules to this Licence or

published in the Gazette from time to time;

“underserviced areas” means until the provisions of clause 8 are invoked, the areas

listed in Schedule 2;

“universal postal service” means the universal postal service referred to in Section

8(1)(f) of the Act as read with the relevant provisions of this Licence;
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.45,

1.46.

“virtual addresses” means a post box number allocated to a customer of the Licensee
which, for so long as all available post boxes at a post office or mail collection point
have been allocated for use by other customers of the Licensee, requires the customer
to whom such post box number has been allocated, to collect his/her basic letters at

the post office counter concerned during office hours;

“vear” means a period from 1 April of a year to 31 March of the next succeeding

year.

| CYORRER
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PARTH - LICENCE

LICENCE TO PROVIDE RESERVED POSTAL SERVICES

In order to facilitate the achievement of the universal postal service, the reserved postal
services have been established conferring exclusive rights upon the Licensee, so as to ensure
compliance with Section 2 of the Act. The Licensee is hereby granted a Licence giving it the
right to provide reserved postal services to any person requiring such services within the
Republic for a period from the commencement date until the day prior to the 25th (twenty
fifth) anniversary of the commencement date. Such right shali, subject to any licence issued
in terms of s16(5) of the Act, be exclusive to the Licensee for the period referred to in clause

-
.

PERIOD OF EXCLUSIVE RIGHT TO RENDER RESERVED POSTAL SERVICES

Subject to the terms and conditions imposed in terms of the Act and Part III of this Licence
and compliance by the Licensee with the obligations imposed in terms of Part [11, the Licence
referred to in clause 2 shall be exclusive for a period of 3 (three) years from the

commencement date. The extension of the Licence is subject to review as determined in the

Act.
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4.

PART II - OBLIGATIONS IMPOSED ON THE LICENSEE,

TARIFFS, PENALTIES AND INCENTIVES

DETERMINATION BY THE MINISTER OF WHAT CONSTITUTES UNIVERSAL

POSTAL SERVICE

4.1. The Minister determines that in addition to the provisions of Section 8(1)(f) of the

4.1.1.

Act -

the further primary aims of the universal postal service are the extension of
services such as the basic letter service to areas where same is currently not
available, and in particular the underserviced areas, the provision of retail
outlets at which customers can mail basic letters and other postal items, the
rebalancing of the retail outlets between the serviced areas and the
underserviced areas to achieve equitable access, the improvement of service
performance standards and the provision of a basic letter service at a charge

which will be subject to a price cap, provided that -

4.1.1.1. the provision of the basic letter service, having regard to population
densities and mail volumes for particular areas, is
warranted on an objective basis; and

4.1.1.2. there are no unacceptable dangers to those rendering a basic letter

service at any particular time.

In those areas in which a basic letter service would be warranted as
contemplated in clause 4.1.1.1 but which are not presently served by a basic
letter service there must be a mail collection point, which is physically
accessible from the street without trespassing on private property, or a post

box facility in a suitable location or if this is not viable, at the least the
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Licensee shail make available virtual addresses at its post offices provided

that it shall within a maximum period of 12 (twelve) months convert such

virtual addresses to post boxes or street addresses;

4.1.2. there shall not be a differentiation in the provision of reserved postal

services between serviced areas and underserviced areas;

4.1.3. there shall not be a differentiation in the discounts afforded to bulk mail

users by the Licensee, which is not objectively justifiable;

4,14, there shall not be a preferencz shown or discrimination exercised against

particular persons or persors of any class or description in respect of the

provision of the reseérved postal services;

4.1.5. the Licensee shall provide an acceptable and suitable plan within a
reasonable time, for the provision of email addresses to all citizens of the
Republic based on the demand for email addresses. The Licensee shall at

the same time provide the Regulator with the fully detailed market research

undertaken as to the demand for email addresses upon which the plan is
based. After the plan has been approved by the Regulator, the Licensee
shall submit updated reports regarding the plan and its implementation on a
quarterly basis to the Regulator. The Regulator shall after consultation with
the Licensee determine the method of monitoring compliance by the

Licensee with this obligation.

4.2 The Regulator in consultation with the Department may develop detailed criteria in -

regard to the universal postal service including what constitutes equitable access.
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4.3.

appropriate differentiatién in the provision of reserved postal services between
serviced areas and underserviced areas, appropriate population densities which
warrant the provision of a basic letter service and appropriate objectively justifiable
criteria for differentiation in discounts offered to bulk mail users. The Regulator will
submit .t‘he detailed criteria for the universal postal service, once finalised, to the
Licensee. To the extent that the Licensee wishes to make any submissions in that
regard, it shall do so in writing by not later than 30 September of any calendar year
in respect of criteria to be implemented in respect of the year commencing on 1 April

in the forthcoming calendar vear.

To the extent the Regulator considers necessary the Regulator will publish in the

Gazette by not later than 31 January prior to the commencement of the relevant year,

.the criteria referred to in clause 4.2 after same have been finalised after considering

the Licensee’s submissions, if any. Any such notice published in the Gazette shall

be deemed to be a schedule to this Licence with effect from the forthcoming 1 April.

5. DETERMINATION OF THE PRICE CAP

5.1

The Licensee acknowledges that :-

5.1.1. in consideration for the exclusive right granted to it in Part II; and

[y

5.1.

(3]

as an encouragement to the Licensee to become a more efficient operator;

and

5.1.3. asamethod of ensuring that universal postal service is not by reason of the
tariffs and charges payable, theoretically available to historically

disadvantaged persons but not so available in practice,
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5.2.

increases in the tariffs and charges payable by customers of the Licensee in respect of
any year as regards the reserved postal services shall, for so long as the Licence in
clause 2 is exclusive, be subject to a price cap, which the Regulator currently intends
shall not exceed the CPI as forecast at the relevant time for the relevant period. The
Regulator may in addition require there to be deducted a productivity factor to
encourage the Licensee to become more efficient, and may permit the addition of a
factor to cover the capital expenditure to be incurred by the Licensee in achieving the
universal postal service. When the provisions of Part Il cease to be of any effect, the

provisions of this clause 5 shall likewise cease to be of any effect.

The price cap shall be determined by the Regulator from time to time and published
in the Gazette but by not later than 31 January in respect of the tariffs and charges to
apply for the year commencing on 1 April in the same calendar year. To the extent
that the Licensee wishes to make any submissions regarding the price cap, it shall do
s0 in writing in a form determined by the Regulator or failing such determination, in
any other written form selected by the Licensee by not later than 30 November of a
year to cover the price cap to apply for the year commencing on 1 April in the
following calendar year. Any such price cap so published shall be binding upon the

Licensee for the purposes of this Licence and in particular clause 6.

For the purposes of enabling the Regulator to determine the price cap from time to
time, the Licensee shall be obliged to furnish the Regulator with at least the
following information (as well as any other information which the Regulator may

require from time to time), narely :-

5.3.1. the cost structures of the Licensee;
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5.3.2.

r
(99
(3]

5.3.4.

steps taken by the Licensee during the preceding period to reduce costs:

capital expenditure intended to be undertaken by the Licensee in the

forthcoming 12 (twelve) month period;

profits generated by the Licensee from the basic letter service in the

preceding period and the forecast for the forthcoming period;

profits generated by the Licensee from any other services rendered pursuant

to this Licence;

the proposed pricing for new products forming part of reserved postal
services to be introduced by the Licensee including a detailed analysis of the

proper costing for such new products.
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6.

00149884—8B

TARIFFS AND CHARGES

6.1.

6.4.

The Licensee shall recommend to the Regulator for the purposes of Section 30 of the
Act in the form specified by the Regulator or if the Regulator fails to specify a form,
in a written form selected by the Licensee, save that the Licensee shall furnish full
details in regard to the information refem_ed to in clause 5.3, the tariffs and charges
proposed by it for the forthcoming year in respect of reserved postal services
contemplated in paragraph 1(a) of Schedule | to the Act, by 31 October of the
preceding year. In such recommendation, the Licensee shall indicate whether the
tariffs and charges shall be determined based upon the weight and/or based upon the
dimensions of the basic letter. The Regulator shall permit the Licensee an
opportunity to make oral submissions concerning increases in tariffs and charges
during the period between 1 November and 31 January. Once those tariffs and
charges based upon the weight and/or upon the dimensions of the basic letter are

determined, the Licensee shall not be entitled to re-categorise any basic letter without

the written approval of the Regulator.

To the extent that the Licensee grants discounts on tariffs or charges to the public,
the Licensee must publish same in the Gazette by not later than 31 January prior to
the commencement of the relevant year and during the relevant year, the Licensee

must act in accordance only with such published discounts.

To the extent that the Regulator intends to determine the relevant tariff or charge, the
Regulator shall do so by publishing same in the Gazette by not later than 31 January

prior to the commencement of the relevant year.

To the extent that the Regulator does not determine the relevant tariff or charge for

any reserved postal service for any year, the Licensee shall be entitled to determine
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6.5.

the increase in the tariff or charge for the forthcoming year over and above that
prevailing in respect of the current year, provided that the increases do not exceed

the previous applicable tariffs or charges by more than the price cap.

The provisions for the determination of tariffs and charges set out in this clause 6

shall apply only until the Regulator prescribes to the contrary.

7. ACHIEVEMENT OF UNIVERSAL POSTAL SERVICE

7.1

d

~)
™

~J
(98]

In compliance with his/her obligations in terms of Section 16(7) and (9) of the Act,
the Minister imposes upon the Licensee the obligation to achieve the requirements of
universal postal service, including the obligation to achieve the delivery point roll-
out, retail outlet roll-out and service performance standards, customer care standards

and email address roli-out.

Notwithstanding the aforegoing, the obligations to provide universal postal service
shall be interpreted and compliance therewith shall be assessed in accordance with
the principles referred to in Section 8(1)(f) of the Act and clause 4 and shall not be
interpreted strictly or solely on the basis of legal principles of interpretation but as
methods of achieving universal postal service.

In addition the Minister or the Regulator (after consultation with the Minister), as the
case may be, shall have the discretion to relax the application of the obligations in
this Part Il if, after applicatioﬁ by the Licensee, the Minister or Regulator (as the
case may be), reasonably and objectively considers that their strict application would
operate unduly harshly against the Licensee or it would be unduly burdensome for

the Licensee to provide the universal postal service in question.
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7.4.  The Licensee shall comply with the standards for customer care imposed pursuant to
clause 10 from time to time, failing which (after the grace period of 120 (one
hundred and twenty) days as permitted in clause 11) the penalties deemed to be
included in clause 11 as contemplated in clause 10, shall be payable by the Licensee.
In addition the Licensee shall be measured by the Regulator from time to time, in a
manner determined by the Regulator after consultation with the Licensee, on
subjective factors such as accessibility/availability of management, customer
friendliness of employees, impression of facilities and other subjective factors
relating to customer satisfaction. The Regulator after consultation with the Licensee
shall determine the penalties to be imposed upon the Licensee if it fails to adhere to
such standards, which penalties shall be deemed to be incorporated in clause 11.
Should the Licensee not comply with the standards for compliance in respect of such
subjective factors, (after the grace period of 120 (one hundred and twenty) days as
permitted in clause 11) the said penalties shall be payable by the Licensee-

DETERMINATION OF SERVICED AREAS AND UNDERSERVICED AREAS
The Regulator in consultation with the Department will determine from time to time to what

extent any of the underserviced areas have been duly serviced as regards delivery point roll-
out and retail outlet roll-out. To the extent that the Licensee wishes to make any submissions
in that regard, it shall do so in writing by not later than 31 May prior to the commencement of
the relevant period. To the extent necessary the Regulator will, after such determination,
publish in the Gazette by not later than 31 July prior to tﬁe commencement of the relevant
period, new schedules (which shall be deemed to replace Sehedules 2 and 3 of this Licence)
as to what constitute serviced areas and underserviced areas to apply. To the extent that the
Regulator fails to publish any new schedules in the Gazette, Schedule 2 and/or Schedule 3
shall continue to apply. For the avoidance of doubt the Regulator may gazette different areas
as being underserviced areas and serviced areas for delivery point roll-out as compared to

retail outlet roll-out.
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DETERMINATION OF TARGETS IN REGARD TO DELIVERY POINT ROLL-

OUTS AND RETAIL OUTLET ROLL-OUTS FOR PERIOD FROM 1 OCTOBER
1999 TO 30 SEPTEMBER 2002

9.1. The Licensee shall draw up a sustainable programme for the period ending 30

September 2002 for the delivery point roll-outs and retail outlet roll-outs in the
Republic as well as the development of the reserved postal services. Such

programme shal! provide :-

9.1.1. an overall strategy, policies for roll-out, regional implementation, how

priority will be given to underserviced communities;

9.1.2. aplanregarding the conversion of virtual addresses to street/box addresses.
The Licensee shall submit the initial programme to the Regulator for consideration
within 30 (thirty) days of the issue date or within such extended period as the
Regulator may allow. Regular updateé of the programme shall be provided by the

Licensee to the Regulator if a material change occurs from the programme submitted.

9.2. The Regulator after consultation with the Licensee shall determine the respective
priorities between the serviced and underserviced areas and amongst the other
serviced areas for delivery point roll-out and retail outlet roll-out for each of the 12
(twelve) month periods commencing from 1 October 2000, 1 October 2001 and 1
October 2002. To the extent that the Licensee wishes to make any submissions in
that regard, it shall do so in writing by not later than 31 July prior to the
commencement of the relevant period. The Regulator shall publish in the Gazette by
31 August prior to the commencement of the relevant period, new schedules (which

shall replace Schedules 2 and 3 of this Licence).

9.3, The Regulator may provide new targets in regard to delivery point roli-outs and retail

outlet roll-outs for the period commencing after 30 September 2002,
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10. DETERMINATION OF CUSTOMER CARE STANDARDS AND COMPLAINT
HANDLING PROCEDURE

10.1.  The Regulator after consultation with the Licensee shall determine the objective

standards for customer care to be adhered to by the Licensee in rendering the
reserved postal services (including properly visible signage, facilities for disabled
people, knowledge by employees of the Licensee of the reserved postal services,
accessibility, convenience and location of retail outlets) and the penalties to be
imposed upon the Licensee if it fails to adhere to such standards, which penalties
shall be deemed to be incorporated in clause 11. To the extent that the Licensee
wishes to make any submissions in that regard, it shall do so in writing by not later
than 30 September prior to the commencement of the relevant year. The Regulator
shall publish in the Gazette by 31 January prior to the commencement of the relevant
year, the objective standards for customer care to be adhered to by the Licensee for
that year. The Licensee shall furnish the Regulator with quarterly written reports on
its adherence to the objective standards for customer care determined for the relevant
vear, and in particular shall provide details of the number of lost items, whether
insured or not, any violations of mail, confidentiality or privacy. Such report shall
also detail the compensation paid to any customers in respect of such losses
including any ex gratia payments made over the period of the preceding 3 (three)

years.

10.2. If after measuring the achievement by the Licensee of the objective standards for
customer care determined in accordance with clause 10.1, the Regulator determines
that the Licensee has not adhered to such standards, the Licensee shall submit to the
Regulator, within a period of 30 (thirty) days of written notice from the Regulator
requiring guch submission, a plan acceptable to the Registrar for remedying its
failure to comply with such standards, failing which the Licensee shall remedy its

failure as required by the Regulator. For the avoidance of doubt this separate from




22 No. 22574

GOVERNMENT GAZETTE, 17 AUGUST 2001

10.3.

and may run contemporaneously with the grace period of 120 (one hundred and

twenty) days and penalties in clause 11.

The Licensee shall develop and publish guidelines in all its post offices (and shall
ensure that its agents and franchisees do likewise in their premises) for handling
complaints from customers about the manner in which the Licensee conducts the
reserved postal services and shall notify the Regulator thereof in writing at 6 (six)
monthly intervals. These shall include efficient procedures that duly take account of
the predominant languages of customers so that customers can receive assistance
from the Licensee’s personnel during normal business hours. To the extent that there
are any disputes with customers which are not resolved after all reasonable efforts
have be.en made by the Licensee to resolve them, the customer shall be informed by
the Licensee that the customer may refer the dispute to the Regulator for resolution.
The Licensee shall be bound by any decision of the Regulator but the customer shall
if the customer is not satisfied with the decision take any other steps which may be

available to the customer.
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1.

PENALTIES

11.1.

If the Regulator, after investigation or upon receipt of the report from the
independent roll-out auditor as regards clauses 11.1.1 and 11.1.2 or the independent
auditor as regards clause 11.1.3 or the mystery shopper as regards clause 11.1.4, as
the case may be, considers that the Licensee has failed to comply with the required
targets and/or standards, which are subject to the imposition of penalties, by the
requisite dates, and that there are no circumstances which constitute vis major and
force majeure (such as acts or omissions of any government, government agency,
provincial or local authority or similar authority, any laws or regulations having the
force of law, civil strife, riots, insurrection, sabotage, acts of war or public enemy,
illegal strikes, flood, storm, fire or (without limitation eiusdem generis) any other
circumstances beyond the reasonable control of the Licensee and comprehended in
the terms force majeure or vis major), the Regulator shall give the Licensee written
notice that unless the failure is remedied within a 120 (one hundred and twénty) day
grace period from the date of receipt of the notice, the following penélties (which
shall be applicable only until 30 September 2002 whereafter the Regulator shall by
notice in the Gazette publish the increased penalties applicable from time to time)
shall be payable by the Licensee as regards such failure, without prejudice to suéh
other steps available to the Regulator as may be permitted by law and/or under this

Licence :-

11.1.1. in respect of a failure to achieve the delivery point roll-out:

11110 a failure to achieve in respect of the relevant 12
{twelve) month period commencing 1 October, the
national targets on an aggregated basis for delivery
point roll-out for both serviced and underserviced

areas -




24 No. 22574 GOVERNMENT GAZETTE, 17 AUGUST 2001

11.1.1.2.

(a)

(b)

the shortfall shall be carried forward to be
added to the aggregate delivery point
roll-out for the next succeeding 12

(twelve) month period: and

a penalty of R1 000 000,00 (one million
rand) for each 25000 (twenty five
thousand) delivery points or part thereof
of the shortfall shall be paid by the
Licensee to the Regulator upon demand,
subject to a maximum of R5 000 000,00
(five million rand) for such failure in
respect of any one 12 (twelve) month

period;

if within 180 (one hundred and eighty) days of 30

September 2002, the Licensee has not achieved the

national targets on an aggregated basis for both

serviced areas and underserviced areas, a further

penalty, in addition to any penalties imposed in

terms of clause 11.1.1.1, of R2 000 000,00 (two

million rand) per each 20 000 (twenty thousand)

delivery points or part thereof of the shortfall;
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11.1.2. in respect of a failure to achieve the retail outlet roll-out:

11124, a failure to achieve in respect of the relevant 12
{twelve) month period commencing ! October, the
national targets on an aggregated basis for retail
outlet roll-out for both serviced and underserviced

areas -

(a) the shortfall shall be carried forward to be
added to the aggregate retail outlet
roll-out for the next succeeding 12

(tWelve) month period; and

(b) a penalty of R1 000 000,00 (one million
rand) for each 50 (fifty) retail outlets or
part thereof of the shortfall shall be paid
by thc.e Licensee to the Regulator upon
demand, subject to a maximum of
R5 000 000,00 (five million rand) for
such failure in respect of any one 12

(twelve) month period,;

11.1.2.2. if within 180 (one hundred and eighty) days of 30
September 2002, the Licensee has not achieved the
national targets on an aggregated basis for both
serviced areas and underserviced areas, a further
penalty, in addition to any penalties imposed in
terms of clause 11.1.2.1, of R2 000 000,00 (two
million rand) per each 20 (twenty) outlets or part

thereof of the shortfall;
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11.2.

11.3.

11.1.3. in respect of a failure to achieve the service performance standards:
if the Licensee fails to achieve the percentage target as stated in

Schedule 5, determined in accordance with the provisions of
clause 14.3, for any of the quarters for a particular 12 (twelve)
month period ending 30 September, the aggregate of such shortfalls
for the relevant quarters shall be deducted from the aggregate of the
percentages by which the targets were exceeded for'any quarters
during such 12 (twelve) month period, and the resulting net
shortfall, if any, shall be the percentage upon which the penalty is
calculated. The penalty shall be R1 000 000,00 (one million rand)
per each percentage point of the net resulting shortfall up to a

maximum of R5 000 000,00 (five million rand) per quarter;

11.1.4. in respect of a failure to achieve the standards of customer care:
the penalties published by the Regulator in the Gazette as

contemplated in clause 10.

Any penalties in clause 11.1 shall, in respect of each succeeding 12 (twelve) month

period of this Licence, be increased by the CPI adjustment.

Any and all monetary fines shall be paid within 3 (three) days after the Regulator
notifies the Licensee in writing that the penalty has been imposed, in immediately

available funds tc the National Revenue Fund.

Nothing herein contained shall relieve the Licensee of its obligations to achieve the

required performance in subsequent periods.
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INCENTIVES

If by 1 April 2003, the Licensee has achieved or exceeded the targets in respect of each of
delivery point roll-out, retail outlet roll-out, the Regulator shall recommend to the Minister
that the Minister extend the exclusive right contemplated in Part II for a further period not
exceeding 3 (three) years. For the avoidance of doubt nothing herein contained shall in any

way fetter the Minister’s right of review.
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PART IV - GENERAL CONDITIONS OF THE LICENCE

APPLICABLE TO THE EXCLUSIVE RIGHT TO PROVIDE

RESERVED POSTAL SERVICES AND ANY NON-EXCLUSIVE

RIGHTS WHICH THE LICENSEE MAY HAVE IN TERMS OF

THIS LICENCE

13. LICENCE NOT TRANSFERABLE

13.1.

13.2.

This Licence shall not be capable of being transferred except with the prior written

approval of the Regulator.

A substantial ownership interest in and/or control (whether de facto or de jure) of the
Licensee shall not be transferred or assigned without the prior written approval of the
Regulator. Any such approval shall be subject to the Act and to such terms and

conditions as the Regulator in his/her reasonable discretion may impose.

The Licensee shall not cede or assign or otherwise dispose of its rights, duties,
liabilities, obligations and privileges or part thereof under t\he terms and conditions of
this Licence to any person except to the extent expressly permitted by this Licence or
with the prior written approval of the Regulator. Any such approval shall be subject
to the Act and to such terms and conditions as the Regulator in his/her reasonable

discretion may Impose.
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14.

MEASUREMENT OF QUALITY OF SERVICE

14.1.

14.3.

The Director General of the Department in consultation with the Regulator shall
appoint an independent monitor. The Regulator may appoint an independent auditor
and/or a mystery shopper and/or a roil-out auditor and/or inspectors from time to
time to undertake monitoring on behalf of the Regulator of the performance of the
Licensee. The Licensee shall co-operate to the fullest extent with them and shall
furnish to them such information as it may require from time to time to carry out

their functions.

The independent monitor shall on behalf of the Regulator monitor the quality of
postal services and customer care ren‘!2red by the Licensee, and shall report to the
Regulator on its findings and shall make recommendations to the Regulator on

measures to be taken to improve the quality of service.

The independent monitor shall conduct tests to determine whether the minimum
percentage has been achieved or exceeded, (subject to a tolerance allowance in
accordance with the internationally accepted level from time to time of the statistical
accuracy of such tests) in respect of the service performance standards, using a
representative sample of properly addressed (including post code) and stamped basic
letters (which at present is between 30 000 (thirty thousand) to 35 000 (thirty five
thousand) basic letters), to test on a repreéentative basis each of the categories
referred to in column 1 of Schedule 6 during each month of each quarter or during
such other period as may be required by the Regulator. The independent monitor
shall keep detailed reports as to the exact number of letters forming part of a
representative sample including the addresses to which the basic letters in question
were addressed, when each of those basic letters was handed in at a post box or other

official postal outlet or posted into a street box and when each of those basic letters
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15.

14.4.

14.5.

14.6.

T4.7.

14.8.

was received at its intended destination so as to be able to give statistics not only as
to the minimum percentage achievement by the Licensee per quarter but also

statistics for each of the categories in column 1 of Schedule 6 for each of the postal

regions.

The results for any quarter of any test carried out by the independent monitor may be

audited by an independent auditor appointed by the Regulator.

The independent auditor appointed by the Regulator may audit the results for any

quarter of any tests carried out by the independent monitor.

The independent roli-out auditor may verify whether the Licensee has complied with

its targets for delivery point roll-out and retail outlet roll-out.

The mystery shopper shall advise the Regulator on the customer care standards to be
set. Further, the mystery shopper may undertake mystery-shopping exercises in order

to determine adherence to these standards.

The inspectors may undertake any inspection and investigative work the Regulator

deems necessary.

SERVICES AT POSTAL OUTLETS

As a minimum, the following services shall be supplied at all postal outlets of the Licensee

(including those of its agents or franchisees):

15.1.

adequate facilities for the receipt from the dispatchers of basic letters;
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15.2.  selling of postage stamps for so long as that is the official method of payment for

reserved postal services;

15.3.  acceptance and delivery ot Cash on Delivery (COD) items, insured parcels, ordinary
parcels, registered letters (with an insurance option) and signature on delivery (SOD)
items;

154, issuing and payment of money orders.

16. LETTER POSTING BOXES

The Licensee shall ensure that its letter posting boxes are maintained in a good state of repair
and are designed and placed in such a way that they are easily recognisable and accessible.

17. POSTAGE STAMPS

17.1.  The Licensee shall -

17.1.1. be entitled and obliged to issue postage stamps for the prepayment of postal

charges and shall not assign this right and obligation;

17.1.2. be entitled and obliged to issue postage due labels and any other labels for
the collection of unpaid charges or for denoting postage and shall

not assign this right and obligation;

17.1.3. not appoint sub-contractors to issue postage stamps or postage due labels to
any other party without first obtaining the Regulator’s written
approval. Such postage stamps shall project the image of the

Republic and its peoples and shall, subject to the provisions of this
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clause 17.1.3, depict amongst others themes of national and -

international interest;

17.1.4. comply with the regulations promulgated with regard to the supply, use and
validity of postage stamps including the perforation and defacement
thereof and all other matters subject to which postage stamps may

be accepted or refused in payment of postage.

17.2.  The Licensee shall be obliged to :
17.2.1. archive in suitable storage conditions and display in its museum such
number of stamp sheets for each new stamp and issue or postage
due label or other type of new philatelic material as agreed to with

the Regulator;

17.2.2. present to the Regulator proofs or progressive samples of any new stamp

issue;

17.2.3. take appropriate steps to store in suitable conditions and preserve the
original designs for postage stamps and postage due labels whether
in the Licensee’s museum or its archives, The Licensee shall store
duplicate copies of such original designs at a remote site, the
whereabouts of which shall be known only by the Regulator and the
curator of the Licensee’s museum. No such original designs shall

be lent to any person or for art shows, unless -

17.2.3.1. a written undertaking shall be obtained from such

person that the original design, whilst in his/her
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18.

00145884—C

possession (which will not be for a period longer
than 6 (six) months), is sufficiently insured. Such

person may be required to pay a rental; and

17.2.3.2. if displayed at art shows, proper measures will be
taken by the borrower for the safety of the original

design.

17.2.4. ensure that printing plates of any new postage stamps issues are stored in
suitable conditions by the printer for possible re-issues of a series of
postage stamps and when no longer required, the printing plates

will be destroyed upon the instructions of the Licensee;
17.2.5. grant access to the Regulator to the philatelic archives of past stamprissues
relating to the Republic or other philatelic material or original

designs kept in the archives or museum;

17.2.6. ensure that there is proper security maintained in connection with the

printing and storing of postage stamps.

REMOTE METER SETTING FRANKING MACHINES

18.1. The Licensee shall -

18.1.1. appoint approved suppliers to sell and issue remote meter setting franking

machines to users; and
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18.3.

18.1.2. formulate and apply a set of rules and a policy for the issue of remote meter
setting franking machines and inform the Regulator in writing
thereof.

The Licensee shall within 60 (sixty) days after the issue date of the Licence furnish

the Regulator with -
18.2.1. a list of the contracted nominated suppliers as well as their addresses;

18.2.2. acopy of the applicable rules, policy and/or operational instructions relating

to remote meter setting franking machines.

The Licensee shall from time to time carry out inspections at the suppliers’ premises
to ensure that the contractual conditions are being complied with and proper records
are kept. The Licensee shall submit reports concerning such inspections to the

Regulator every quarter.

19. POSTAL SECURITY AND CONFIDENTIALITY

19.1.

The Licensee shall use reasonable endeavours to ensure that security and
confidentiality of the basic letters and any other postal articles are maintained in all

activities carried out in connection with the reserved postal services.

Sealed postal items shall oniy be opened by persons authorised to do so by the

Licensee in accordance with the provision of the Act and any other relevant

legislation or order of a competent court.
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19.3. The Licensee shall use reasonable endeavours to prevent sensitive information
concerning its customers that it receives in the course of providing the reserved
postal services, from being disclosed to third parties or from being used otherwise
than for the purposes of providing the reserved postal services. Notwithstanding the
aforegoing, the Licensee shall be entitled to use its database of addresses for
commercial gain, provided that the Licensee complies With the terms and conditions
of this Licence. Information about customers may be disclosed by the Licensee to

third parties to the extent that it is required :-

19.3.1. in the process of collection of debts owed to the Licensee;

19.3.2. by .the Licensee’s auditors for the purpose of auditing the Licensee’s

accounts;

19.3.3. by the Licensee’s attorneys in connection with any potential, threatened or

actual litigation;

19.3.4. for the purposes of compiling, verifying or auditing any reports, accounts or
other information required under this Licence or under any other
licence issued to the Licensee under the Act to be made available by
it to the Minister or the Regulator, as the case may be; or

19.3.5. where this Licence or any law so permits or requires.
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20. CODE OF PRACTICE

The Licensee shall prepare, in consultation with the Regulator, and publish in all its post
offices (and shall ensure that its agents and franchisees do likewise in their premises) not later
than 6 (six) months after the issue date of the Licence or such later date as the Regulator may

agree, a code of practice. The Licensee shall consult with the Regulator annually about the

operation of the code of practice.

21. COMPLIANCE WITH INTERNATIONAL COMMITMENTS OF THE REPUBLIC

21.2.

———

21.1.

The Licensee shall comply with all international commitments to which the Republic

has bound itself or may bind itself in the future, in the sphere of postal services.

The Licensee shall exercise its rights and powers and perform its duties and
obligations under the Licence, in a manner which is consistent with any other

international commitment to which the Republic is a party or becomes a party.

The Licensee and the Department shall co-operate with each other to exchange the
necessary expertise and information in the commercial and technical sphere required
in respect of any councils of the Universal Postal Union or the Pan African Postal
Union or the South African Development Community, on which the Republic or the
Licensee is represented or to which it wishes to make representations. The Licensee
shall not be entitled to levy any charges upon the Department in respect of the

-

exchange of such expertise or information.

The Licensee shall provide mail services to and from other postal administrations in
accordance with the rules and regulations agreed upon by the Universal Postal Union

regarding the operation of international postal services.
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OTHER DUTIES OF THE LICENSEE

The Licensee shall in addition to the other obligations imposed in terms of this Licence -

22.1. comply with and, where required by the Act or the Regulator, implement the
provisions of the Act;

222, not make it a condition of rendering of any reserved postal service that any other
service made available by the Licensee from time to time be used by the customer,
provided that this shall not prevent the Licensee from offering discounts based on
term commitments or commitments for multiple reserved postal services or offering
quantity discounts or incentives;

22.3. maintain adequate facilities and employ properly trained staff to meet the terms and

-

conditions of this Licence in rendering the basic letter service;

22.4. under no circumstances during the period referred to in clause 3, finance unreserved
postal services from revenues or profits gained from reserved postal services. To this
end, the Licensee shall keep proper costing systems for both reserved and non-
reserved postal services and shall prepare management accounts that clear!){ account
for them separately. The Licensee shall prepare in respect of each of its financial
years, cost accounts on a historic cost basis for both reserved postal services and non-
reserved postal services. The Licensee shall send a copy of each set of such accounts
to the Regulator within 6 (six) months of the end of the Licensee’s relevant financial
year. The Licensee shall submit to the Regulator in respect of each financial year, an
audit report by the Licensee’s auditors in which they confirm whether or not the
provisions of this clause 22 have been complied with, within 6 (six) months of the

end of the Licensee’s relevant financial year. Nothing herein contained shall prevent
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22.7.

the Licensee from financing reserved postal services from revenues or profits gained

from unreserved postal services;

take all reasonable steps to prevent the theft or other unauthorised removal or

destruction or violation of any items entrusted to it for delivery or their contents;

regularly provide its customers with sufficiently detailed and relevant information
regarding the reserved postal services offered including tariffs and charges and terms
and conditions of contract and standards of service levels and quality. Such

information shall be published in an appropriate manner in the circumstances;

furnish the Regulator with such reports as the Regulator may reasonably require from
time to time. The Regulator shall use its best endeavours to maintain the
confidentiality of such reports, where confidentiality is warranted and the law does

not otherwise require;

subject to the provisions of Section 28 of the Act allow the Regulator reasonable
access to its books and records during business hours as the Regulator may require

for the purpose of exercising the functions assigned to it by the Act.
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LANGUAGE

The Licensee shall be obliged to ensure that all services made available to its customers,

which are covered by this Licence, are provided in the appropriate languages customarily

used in the relevant area.

USE OF INFRASTRUCTURE

241,

24.2.

The Licensee shall not conclude any agreement relating to the sharing of any part of
its in{rastructure if same could affect the rendering of the reserved postal services or
the universal postal service obligation unless it shall first have given the Regulator

full details in writing and obtained the Regulator’s written approval.

The Licensee shail comply with any reasonable directive from the Regulator to allow
the Licensee’s infrastructure to be utilised by competitors. The Regulator shall
consult with the Licensee in regard to terms and conditions, including & market
related fee, which would be épplicab%e to any such utilisation of the Licensee’s
infrastructure by competitors, after fumishi.ng the Licensee with full technical details
concerning the competitors’ systems. To the extent that the Licensee considers that
any such terms and conditions to be imposed by the Regulator in regard to such
utilibsation, would be unreasonable to the Licensee, the terms and conditions but not
the fee shall be determined by a practising senior counse! appointed by the
Regulator, who shall act as an expert and not as an arbitrator and whose decision
shall be final and binding. Any costs of the senior counsel shall be borne by the

Licensee.

The Licensee shall inform the Regulator in writing before it concludes a contract

with a competitor.
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OTBER POSTAL AUTHORITIES AND ORGANISATIONS

The Licensee shall disclose 1o the Regulator the full details of all strategic agreementé
concluded by the Licensee with other postal operators within 30 (thirty) business days of the
date on which the agreement is entered into. To the extent that strategic aéreements were
concluded by the Licensee with other postal operators prior to the commencement date, the
Licensee shall disclose details of same to the Regulator within 15 (fifteen) business days of

the date upon which this Licence is formally issued.

26. RIGHTS OF THE LICENSEE

The Licensee shall be entitled to -

26.1. enter upon any immovable property owned by any third party in order to comply with

its obligations in terms of this Licence to achieve street delivery;

26.2. instal letter boxes on any property owned by the state or any provincial or local

authority;

26.3. render the reserved postal services by way of vending machines or other devices.

NOTIFICATICN

.}
-1

Any notification, which is required to be given under this licence by the Licensee, shall be
satisfied by serving the documents at the Regulator’s head office from time to time and any
notification, which is required to be given under this licence by the Regulator, shall be

satisfied by serving the documents at the Licensee’s head office from time to time.

28. PROVISION OF OTHER INFORMATION
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The Licensee shall furnish to the Regulator in such manner and such times as the Regulator
may request such documents, accounts, financial data, estimates, returns, reports, or any other

information, as the Regulator may require for the purpose of exercising the functions assigned

to it by the Act.

NEW LAWS AND/OR CHANGES TO THE LICENCE

29.1. This Licence shall be subject to any amendments to the postal legislation and
regulations (including applicable statutory and common law) which may be made
from time to time and shall be subject to any modification which may be required to
be made in terms of the Act or any new or amended legislation, provided that the
Licensee shall in such event be entitled by giving written notice to that effect, to

" require the Regulator to consider whether as a result thereof any obligations or
conditions imposed on the Licensee are required to be revised. In considering
whether any revisions of the Licence are appropriate, the Regulator shall have regard
to whether the modifications to this Licence or any new or amended laws would
make continued compliance by the Licensee witvh the provisions of Part lII unduly

burdensome in the circumstances for the Licensee.

29.2. Before making :-

29.2.1. an amendment to this Licence (to the extent permitted under this Licence or

in accordance with the Act); or

29.2.2. any determination or decision, or giving or refusing to give its consent under
the terms of this Licence or the Act, including without limitation, in
respect of any matter which is subject to the opinion or satisfaction

of the Regulator or the Minister, as the case may be,
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30.

the Regulator or the Minister, as the case may be, shall notifv the Licensee of the
proposed determination or proposed decision or proposed consent or proposed
refusal of consent, as the case may be, and its réasons for its proposal, and shall give
the Licensee an opportunity to make representations at a public hearing in terms of
the regulations as contemplated in Section 13 of the Act. When notifying the
Licensee of a proposal or making a determination or decision, or giving or refusing
to give its consent, the Regulator or the Minister, as the case may be, shall give
reasons and supporting evidence where available in each case which are sufficient to
give the Licensee a reasonable understanding of the proposed or final determination

or decision, as the case may be.

PAYMENT OF LICENCE FEE

The Licensee shall pay to the National Revenue Fund an annual licence fee of
R16 000 000,00 (sixteen million rand) in respect of the 1st (first) year of this Licence.
Thereafter the annual licence fee shall be increased by the CPI adjustment, if any, but that it
shall never be less than R16 000 000,00 (sixteen million rand) per year. The annual licence
fee shall be paid in 12 (twelve) equal instalments monthly in advance commencing on 1 April
of each year with a portion thereof payable in respect of the period from the date that the
licence is formally issued until 31 March 2001. If the annual licence fee is not paid on due
date, the Licensee shall pay in addition to any interest payable in terms of this Licence on
overdue amounts, a penalty in the amount prescribed, if any, in terms of the Act from time to
time. The licensee fee shall increase to an amount to be determined by the Regulator with
effect from 1 April 2003, which will be notified in the Gazette. Thereafter the annual licence

fee shall be increased by the CPI adjustment, if any, but it shall not decrease.
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31. CONTRACTS WITH THIRD PARTIES TO PROVIDE LICENSED SERVICES

31.1.  Ifthe Licensee has entered into or intends to enter into any joint venture, association,
contract or arrangement, with a third party, the effect of which would be to permit
that third party to provide a postal service which only the Licensee is permitted to
provide under this Licence, thereby contravening the conditions of this Licence, the
Licensee shall scek approval from the Minister through the Regulator on the joint
venture or association in question.

31.2.  Save as expressly provided to the contrary in this Licence, nothing contained in this
clause shall be deemed as requiring the Licensee to obtain the approval of the
Minister for the appointment of agents or fraﬁchisees or for the employment of
contractors or sub-contractors to carry out any work or provide any service which
enables the Licensee to discharge its duties and obligations under this Licence;
provided that the Licensee shall be liable for any act, default, neglect or otherwise of
the agents and/or franchisees and/or contractors or sub-contractors in camying out

any such works or providing any such services.

V5]
t9

BREACH
If the Licensee breaches any provision of this Licence, the provisions of section 24 of the Act

shall be implemented by the Regulator.

33. INTEREST ON OVERDUE AMOUNTS

Any amount falling due for payment by the Licensce and not paid on due date shall bear
interest at the average of the prime interest rate as published from time to time by the 3 (three)

leading South African commercial banks.
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34. VALUE-ADDED TAX

To the extent that any amounts payable by the Licensee in terms of this Licence reflected

herein may be chargeable with value-added tax, same shall be borne by the Licensee.
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36.

PART V - OTHER LICENCES

REVOCATION OF PREVIOUS LICENCE

This Licence revokes and supersedes any existing licence, if any, issued to the Licensee

concerning the réserved postal services.

OBLIGATION TO OBTAIN OTHER LICENCES

Nothing in this Licence shall be taken as discharging the Licensee from its obligation to

obtain any other licence, which may be required under any law.
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