3
Docket No. MC2005-2


Before The

POSTAL RATE COMMISSION

WASHINGTON, D.C.  20268-0001

Rate and Service Changes to Implement                  )

Functionally Equivalent Negotiated Service
              )                     Docket No. MC2005-2
Agreement with HSBC North America Holdings, Inc.)

OFFICE OF THE CONSUMER ADVOCATE

INTERROGATORIES TO HSBC NORTH AMERICA HOLDINGS  

WITNESS JOHN H. HARVEY (OCA/HSBC-T1-1-7)

March 18, 2005

Pursuant to Rules 25 through 28 of the Rules of Practice of the Postal Rate Commission, the Office of the Consumer Advocate hereby submits interrogatories and requests for production of documents.  Instructions included with Office of the Consumer Advocate Interrogatories to United States Postal Service Witness Jessica A. Dauer (OCA/USPS-T1-1-5), March 15, 2005, are hereby incorporated by reference.
OCA/HSBC-T1-1.  Your testimony on page 7, beginning at line 9, makes reference to the factors driving volume forecasts.

(a)
 Please provide the methodology used to derive the “Before Rates” forecast. Please state all assumptions, exogenous data, and the modeling procedures, providing sufficient information for an analyst to evaluate the forecasts.
(b) Please provide the methodology used to derive the “After Rates” forecast.  Please state all assumptions, exogenous data, and the modeling procedures, providing sufficient information for an analyst to evaluate the forecasts.

(c) One basis for differences between the two forecasts would be a change in the cost of mailing a piece resulting from the implementation of the NSA.  Is this the only factor impacting the differences between the two forecasts, or are their other factors?  Please explain all differences underlying the “Before Rates” and “After Rates” forecast assumptions.

OCA/HSBC-T1-2.  Please turn to your testimony, page 4, lines 9 and 10, where you indicate that the attractiveness of alternative channels is likely to increase if the next postal rate case results in a substantial increase in postal rates.

(a) Please explain your concept of “substantial” and how this is related to elasticity of demand for First Class Mail.  Please quantify your response.

(b) Is it essentially your testimony that the proposed NSA will result in no increase in volume in the event of a substantial increase in postal rates, the effects of the NSA being offset by the increased rates?  Please explain.
(c) It is expected that the Postal Service will file a general rate case in the near future.  How would a six percent increase in the cost of mail affect your projections in Tables 2 through 4?  Please quantify your answer.
(d) If a second rate increase was subsequently to occur in the following year, how would the second increase in rates impact your projections?  Please quantify your answer.
OCA/HSBC-T1-3.  Please turn to your testimony, page 4, lines 14 through 20, where you discuss the use of both First-Class and Standard Mail for solicitations.  You subsequently indicate that the volume increase in First-Class Mail is due entirely to the conversion of Standard Mail to First-Class Mail.  In Tables 1 through 4 on pages 6 and 7 of your testimony you provide historical and projected First-Class Mail volumes.
(a) Please provide the Table 1 data for the years 1995 through 2001; if data are not available for a specific year, please indicate the reason for data unavailability.
(b) Please also provide Standard Mail volumes for the years 1995 through 2004 as well as Standard Mail projections for the forecasted three years.  In the case of the forecasted years, projections should be on the basis of “with NSA” and “without NSA.”
OCA/HSBC-T1-4.  Please turn to your testimony, page 4, lines 14 through 20.  For Tables 1 through 4 in your testimony please indicate how much of the historical and projected solicitation mail is “to encourage existing customers to use their credit cards more often and to use other products and services,” and how much mail is for the acquisition of new accounts.
OCA/HSBC-T1-5.  Please turn to page 9 of your testimony, lines 5 through 9.  Please provide a quantitative methodology for projecting the tipping point, the potential level of mail at the tipping point, and any additional information developed subsequent to the filing of your testimony.

OCA/HSBC-T1-6.  Please turn to page 9 of your testimony, lines 18 through 21.  If possible, please explain why HSBC-North America’s 4.75-percent return rate is much lower than the return rates of other financial institutions.  What practices does HSBC follow to minimize its return rate?
OCA/HSBC-T1-7.  Please refer to your testimony at pages 5-8, concerning HSBC’s First-Class volume history and First-Class before rates volume forecast.  Also please refer to the Postal Service’s final rule on Eligibility Requirements for Standard Mail, published in the Federal Register October 27, 2004.  What role, if any, did the final rule have on the expected increase in the before rates solicitation volume forecast during the experiment, as compared to the historic solicitation volume during the period 2002 to 2004?
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