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HSBC North America Holdings Inc. (‘HSBC") hereby provides the answers of
witness John H. Harvey to the American Postal Workers Union, AFL-CIO,

APWU/HSBC-T1-1-3, filed March 30, 2005. Each interrogatory is stated verbatim and

is followed by the response.
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ANSWER OF HSBC WITNESS HARVEY
TO INTERROGATORY APWU/HSBC-T1-1

APWU/HSBC-T1-1. Is it correct to assume from your response to OCA/HSBC-T1-2(c)
that the forecast of HSBC's before rates first class volume and the forecast of HSBC's
before rates standard volume were made using the assumption that postage rates
would be the same level as they are currently? If this is not a correct assumption

please provide the specific assumptions made about postage rates when making those
forecasts.

ANSWER:

Yes.



ANSWER OF HSBC WITNESS HARVEY
TO INTERROGATORY APWU/HSBC-T1-2

APWU/HSBC-T1-2. The before rates standard volume provided in Section lll. F. of the
USPS-HSBC NSA Agreement (Appendix F of the Postal Service filing) indicates that
Standard mail volume is expected to decline during years 2 and 3 of the agreement.

a) Since the before rates First Class volume in your testimony is predicted to
show a substantial increase during years 2 and 3 of the agreement, what
factors account for the forecasted decline in Standard Mail volumes?

b) Does the increase in First Class volume combined with the decline in

Standard volume indicate some conversion from Standard to First Class
even without the NSA?

ANSWER:

(@) As | describe in my testimony on pages 4 and 5, the decision of whether to
mail a marketing piece as First-Class Mail or Standard Mail is largely an economic
decision and depends on whether the lift from First-Class Mail as compared to Standard
Mail justifies the higher rate. Our specific models and decision making process are
highly confidential and proprietary, and their disclosure could subject HSBC to
competitive injury. | can state, however, that our projected increase in the use of First-
Class Mail versus Standard Mail reflects an increase in the value of the former class
versus the latter class as a marketing medium.

(b) Yes.



ANSWER OF HSBC WITNESS HARVEY
TO INTERROGATORY APWU/HSBC-T1-3

APWU/HSBC-T1-3.

a) Does HSBC currently drop ship its Standard mail?

b) In which cities does HSBC prepare its First Class mail for mailing?

c) In which cities does HSBC prepare its Standard mail for mailing?

d) As volumes convert from Standard mail to First Class mail under the
“after-rates” scenario, would the First Class mail continue to be prepared
and/or entered where the Standard mail is currently entered?

e) If not, describe the changes in transportation or mailing of First Class mail.

f) If First Class mail will not be transported by HSBC to the same extent as
Standard mail so transported, estimate any savings to HSBC and any
costs to USPS for additional processing and transportation and explain
how any USPS costs are determined.

ANSWER:

(@) As suggested by the average revenue per piece figures on page 9 of
USPS-T-1, Appendix A, a large portion of HSBC's Standard Mail is dropshipped.

(b)  In addition to other smaller cities, HSBC prepares its First-Class Mail for
entry in the following cities: Birmingham, AL; Brisbane, Los Angeles and Salinas, CA;
Naperville and Peoria, IL; St. Cloud, MN; Lincoln, NE; Edison and Rockaway, NJ;
Buffalo and New York, NY; Hebron, OH; and Media, PA.

(c) In addition to other smaller cities, HSBC prepares its Standard Mail for
entry in the following cities: Los Angeles and Salinas, CA; Hartford and Torrington, CT;
Berwyn, Bolingbrook, Downers Grove, Fox Valley, Lake Zurich, Palatine, Peoria and

West Chicago, IL; Holliston, MA; St. Cloud, MN; West Caldwell and Jersey City, NJ;

Orangeburg, NY; and Janesville, WI.



ANSWER OF HSBC WITNESS HARVEY
TO INTERROGATORY OCA/HSBC-T1-3
(d)-(e) Given that the First-Class rate structure does not offer destination entry
discounts, HSBC is unlikely to dropship the converted First-Class Mail. On the other
hand, as noted in my response to subpart (a) of this interrogatory, a large portion of
HSBC's Standard Mail is currently dropshipped. | am not aware of any other significant
changes that would occur as mail converts from Standard Mail to First-Class Mail..
4] | am not an expert on postal costs or private-sector transportation costs.
Nonetheless, it is my understanding that converting letters from Standard Mail to First-
Class Mail is likely to reduce the private-sector cost that HSBC pays to have its mail

transported, since the Postal Service will be providing more of the transportation.
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