BACKGROUND INFORMATION 
Canada Post Regulated and Non-regulated Price Increases 

· Domestic Lettermail – Standard, non-standard and oversize Lettermail is subject to a specific regulation and therefore must comply with the requirements of the Canada Post Corporation Act. The Act contains a price-cap formula that has limited increases in the basic letter rate to two-thirds of inflation since 2000.


Canada Post is proposing an amendment to the Letter Mail Regulations to establish the rates of postage for domestic Lettermail for the next three years (2009, 2010 and 2011).  The domestic Lettermail rate would increase from 52 to 54 cents in January 2009.  The rate would rise by an additional two cents per year in each of the following two years.
· Irregular oversize Lettermail – In January 2009, Canada Post is also introducing a new category, irregular oversize Lettermail, for items that are thick and rigid, or thick and have box-like edges.  This category reflects the fact that these bulky items are problematic in Lettermail processing, often stopping or clogging our processing equipment.  They must be processed in the more costly parcel stream rather than as letters or manually.  Over a three-year transition period, Canada Post will move items that can’t be processed as letters from Lettermail rates to Parcel rates.
· USA and International Letter-post - The price of postage for regulated Letter-post products including standard and non-standard and oversize letters for the USA and international destinations will increase a weighted average of 3.3%. This is a reflection of the higher fuel and transportation costs involved in delivering these items. 
· Incentive LettermailTM - Overall, incentive Lettermail rates will increase by an average of about 4.6%. Incentive Lettermail consists of identical items of standard and oversize mail mailed and delivered within Canada. Incentive Lettermail price is a result of work share arrangements with commercial customers who presort and prepare their mail to specified Canada Post requirements, making it faster and easier for Canada Post to handle. 
Currently two levels of incentives are offered:  Presort and Machineable. Adjustments to the 2009 presort rates will reduce the price gap between pre-sorted mail and machineable mail from two cents to one cent, and maintain the gap between machineable mail and the basic letter rate of two cents.  
· Addressed AdmailTM – The overall weighted average price increase for 2009 is 4 %.

Addressed Admail used in direct marketing lets customers personalize their mailing and target their promotional messages to specific Canadian consumers or prospects.  It is available in three categories: Short and Long, Oversize and Dimensional. 
Addressed Admail will incorporate catalogue mail in 2009.

The Addressed Admail Short and Long Machineable rate, which is now based on items up to 50 grams, will be split into two bands: ‘up to 30 grams’ and ‘30 to 50 grams.’ This is consistent with the current weight bands for Lettermail.  
· Unaddressed AdmailTM – Unaddressed Admail prices will increase by an overall weighted average of 6.4% in 2009.

In 2009 Canada Post is introducing a two-tiered basic and premium offering to reflect the additional value received with certain types of printed matter and product samples that are not addressed to specific addresses in Canada.  
The premium offering will include Oversize Unaddressed Admail, which was introduced in January 2008.  It will include samples, mail targeted to businesses and date specified mailings.
Unaddressed Admail can be targeted to areas and neighbourhoods based on demographic and geographic information, using Canada Post’s database and Statistics Canada data.    
· Publications MailTM – Prices for Publications Mail, including newspapers, magazines and newsletters which meet certain specifications, will increase by an overall weighted average of 3.1% in 2009.    

Canada Post will introduce three price categories to its distance based structure for letter carrier presorted mail (no increase for local, one cent for regional, and 3 cents for national) in order to provide our customers with more choice and better reflect the actual cost of transporting and handling  publications. This structural change is consistent with National Distribution Guide presort service which will see no increase on local, one cent on regional, and 2 cents on national.  

· Domestic Registered Mail and Do Not Forward Service – Registration service for Lettermail, which provides proof of mailing (a receipt) to the sender and proof of delivery (a signature from the addressee), will increase by an overall weighted average of 3.4% in January 2009.
· AdCard for Addressed and Unaddressed Admail – AdCard is advertising in a high-quality card format.
In 2009, the overall weighted average price increase is 2.6% for Addressed Admail and 5.1% for Unaddressed Admail. 
· Business Reply MailTM – In 2009, Business Reply Mail will have an overall average increase of 2.4%.


Business Reply Mail is a direct response vehicle used by businesses, publishers, government departments, fundraisers and other organizations to seek responses from recipients within Canada (Domestic) and from recipients around the world (International).  International Business Reply Mail items destined for any member countries of the Universal Postal Union will be returned to Canada.
· Parcel Fuel Surcharge - Canada Post manages the largest and most intricate transportation network in Canada. As a transportation company, we are directly affected by the recent and significant escalation in fuel prices which have increased almost 30% this year alone.
To manage volatility in fuel prices, Canada Post employs a fuel surcharge that is adjusted monthly, upward or downward, as fuel prices change. To reflect recent new highs in gas prices and better reflect market changes, the fuel surcharge trigger points and the associated rates have been adjusted effective July 7, 2008. We will continue to monitor the situation and make adjustments as necessary.

Comparison of Domestic Lettermail rates
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Canada Post has the third lowest basic letter rate among industrialized countries
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