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INTRODUCTION

This application brief demonstrates a web-based planning and report-
ing process for retail bank branch profitability using Cognos Planning
and Cognos 8 Business Intelligence. Best practices at leading banks
enable those responsible for branches to validate their forecast plans
against corporate set targets, as well as allowing management to
clearly communicate their expectations. By capturing account and
balances information across loan and deposit products, the costs
driven by associated volumes can be calculated using transactions and
activity information fed from any activity-based costing (ABC) solu-
tion. Cognos has formed a partnership with advanced ABC solution
provider Acorn Systems to deliver integrated activity-based planning
and analysis capabilities. The Retail Branch Performance Blueprint
offers the branch manager an on-the-ground view, with real-time
profitability feedback on decisions related to branch volume,
accounts, rates, spreads, fee income, compensation, staffing, direct
expenses, and assigned expenses. In the Blueprint IT costs are cap-
tured at the transaction level and do not appear as a separate expense.
Had the activity-based costing source used in the model not allocated
IT expense to each transaction within an activity, then IT expenses
would have been independently trackable. The components of prof-
itability are interrelated and act as drivers. For example, an increase
in the number of loan accounts will create more revenue and also
drive an increase in the transaction volumes and activities associated
with loan accounts thereby generating an increase in the associated
expenses. By implementing this Blueprint, a bank will also benefit
from forward-looking visibility into workforce decisions at both the
branch level and the company level as a whole. The Blueprint and
processes described in this application brief are generic for any retail
bank, yet can be configured to support the complex and diverse

requirements of any financial institution.




OVERVIEW

Performance management systems allow management to articulate goals and provide a measurement process
so that performance against the goals can be tracked and feedback provided. At a corporate level, effort is
made to manage shared services spending rates. At the branch level, line managers make staffing and direct
expenses decisions to optimize the efficiency and output of their staff. Collaboration must occur on a
forward-looking basis so that branch-level decisions are aligned with corporate expectations, and so that

variances can be evaluated.

Optimal staffing levels can be dependent upon a number of drivers, including branch volume trends and cus-
tomer service KPI objectives. Staffing needs may also be affected by operational issues such as special pro-

motions or restructuring.

Branch managers need clear targets and goals, and need to understand corporate expectations. Managers
must be able to forecast both operational needs and profitability, and get continuous feedback on their per-
formance against corporate targets and profitability guidelines. The Financial Services Branch Performance

Blueprint helps meet these needs.

BLUEPRINT OBJECTIVES

The Branch Performance Blueprint meets a number of objectives:

1) Establishes clear and concise targets for each branch at a profit-and-loss (P&L) level.

2) Establishes clear and concise targets for each branch by product group and customer segment.

3) Calculates revenues and loan losses based on account balances and account levels.

4) Uses Acorn’s activity-based costing engine to calculate activity volumes from historic activity intensity
rates driven by forecast account activity by product and transaction.

5) Uses derived volume activity to calculate assigned expenses using shared services rates.

6) Lets managers plan staffing at all levels in the branch.

7) Provides the ability to enter direct expenses associated with the branch

8) Provides immediate feedback on planning decisions.

9) Allows reporting and analysis by branch, product, and household.




KEY COGNOS PLANNING BENEFITS
e Powerful, flexible model development using Cognos Analyst to customize the Branch Performance
Blueprint.
® Web-based deployment of models for process workflow, data collection, and consolidation.
- Real-time workflow.
- Real-time consolidation.
— Real-time browser-based calculations for immediate results.
e Scalable architecture with proven deployments to thousands of line managers.
¢ Linking functionality to ensure collaboration between all areas of the enterprise.
e Form-based planning with selection boxes to drive application logic and calculations.

e Flexible analysis and report development using industry-leading Cognos 8 Business Intelligence

Representative Workflow

The Branch Performance Blueprint is designed for collaborative use by retail division executives, regional
managers, financial planning & analysis, and retail branch managers to help line managers align staffing and
direct expense decisions with corporate

The following describes basic workflows in which a branch manager would:

e Review corporate targets for branches.

e Create new revenue and expense reduction initiatives to align baseline plans and corporate targets.

e Assess impacts on product and customer profitability.

¢ Evaluate indirect activity-based costs that impact branch bottom line.

® Monitor key performance indicators.

e Generate reports and analyses.
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The first tab in the blueprint, Targets by Branch, contains information from the Branch Plan tab found later
in this application brief, and from an upload of targets that may be populated from a Cognos Contributor
application designed to create these targets or from another source. The column labeled Act/Fcst contains
either the actual data for prior months or the current forecast based on decisions made within the Blueprint.
The Target column is uploaded and represents managements target or goals for this particular branch. Gap
is used for evaluating performance against goals. A trend analysis of this item will be used to report on

whether we are closing the gap or diverting away from targets.

There are no selections to be made on this tab as it is for informational purposes only.

Product/Segment Target by Branch
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The second tab of the blueprint, Prod/Seg Target by Branch, contains information from the Product Segment
Plan by Branch tab discussed below, or from an upload of targets that may be populated, as in the tab above,
from either another Cognos Contributor application designed to establish these targets or from another data
source. The column labeled Act/Fcst contains either the actual data for historical months, or the current fore-
cast based on decisions made within the blueprint. The Target column is uploaded and represents manage-
ments target or goals for this particular branch. Gap is used for evaluating performance against goals; a trend
analysis of this item will be used to report on whether we are closing the gap or diverting from targets. This
tab varies from the previous tab in that it sets targets and tracks results at the product group and customer

segment levels. Notice that the above tab has drop-down menus to select both the product group and cus-

tomer segment for which you wish to plan.



Product Group Customer Segment

]. =

Deposits 4

Deposits - Checking

Deposits - Savings ‘wealth Accurnulator
Deposits - Tem Mass Market
Loans Total Customers

Loans - Mortgage
Loans - Personal Loans
Loans - Cards
Total Product Groups/Line of Business

The Product Group and Customer Segment dimensions are easily modified to reflect the product groups and

customer segments defined by Blueprint users.

There are no selections to be made on this tab as it is for informational purposes only.

Revenue and Balances
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The third Blueprint tab, manages branch Balances, Accounts, and Net New Customers. In this tab, those
responsible for forecasting Runoff, New Business, and Attrition for account balances, and New Accounts and
Attrition in the number of accounts runs appropriate forecasts. A forecast is run for each Product Group and
for each Customer Segment within the group. To facilitate data entry, the tab may be reoriented as needed.
For example, the tab may be reoriented to work on the Planned Runoff for all product groups in the Affluent

customer sector,
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Or for all Customer Segments for a given product:
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Fields in gray are non-editable and are either locked historical data, data linked over from other tabs, or items

calculated based upon information entered in the white or editable areas

As changes are made, they are highlighted in BLUE along with any cells affected by the change. Balance
changes will affect Revenue numbers and flow through the model to subsequent tabs. Likewise, changes in
the Accounts area will affect income (revenue from new accounts) and drive account related activity volumes.

Account-related activity volumes will affect Assigned Expenses, that is, expenses specifically related to the

number and types of accounts in the model.




Volume Activity Generator
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The fourth tab, the Volume Activity Generator is where the activity-based costing portion of the Blueprint is

executed. In all the other tabs in the model that use products as a dimension, we plan at the Product Group

level. In this tab, we take a deeper view of branch performance. While still planning at the Branch and

Customer Segment level, we now delve deeper and plan at both a Product and Activity level. We’ll take a

closer look at each dimension separately. In the above view of the Volume Activity Generator, notice a drop

down box currently showing Customer Inquiry Calls.

Call Center

Customer Inguiry Calls
Renewals-Call Ctr
Telephone Banking Support
Loan Origination-Call Ctr
Deposit Origination
Operations

Accept Deposit ATM
Mailing/Fostage Cost
Process Bil Payments
Process Checks

Process Deposits

Produce Statements
Mortgage Sales

Loan Sales

Loan Renewals

Lending Back Office

Loan Origination-lending BO
NSF Loan Processing

Loan Payment Processing
Loan Temination
Statement Prep & Mail
Renewals-loans

Credit

Credit Reviews - Intemnal
Credit Reviews - Third Party

This is one of the many activities that might be associated with a specific
product. In fact, when loading data from Acorn’s activity-based costing engine,
many transactions may make up an activity for a specific product and cus-
tomer segment. For example, Activity-Customer Inquiry Calls would be made
up of many different types of transactions. Purchase Inquires, Call Center
Balance Inquiries, Call Center Inquiries, and Inbound Purchase Calls would all
be examples of items that are part of Activity-Customer Inquiry Calls. The
number of times these activities take place for a given product, at a given
branch, for a given customer segment during a specific period, in our case
monthly, is defined as the Activity Intensity Rate. In other words, it is not only
the transactions that make up the activity, but the number of times an activity
might occur within the month (i.e. a customer might make a Call Center
Balance Inquiry twice a month). In a subsequent tab, Activity Intensity Rate
Cualc , you will see how the Activity Intensity Rate is determined using a histor-
ical basis and linear extrapolation. Activity Intensity Rate is used with the
Accounts forecast within the Revenue and Balances tab to forecast Activity

Volumes that will be used to drive Assigned Expenses.

Transactions which flow into Activities are based upon specific Products and

Customer Segments. Therefore we plan at the product level within the Volume

Activity Generator.



Checking - 50+ Checking

Checking - Checking Reserve

Checking - Free Checking

Checking - Interest Checking

Checking - Relationship Checking

Deposits - Checking

Savings - Basic Savings

Savings - COD

Savings - High-Yield Money Market

Savings - Regular Savings

Savings - SmantSaver Accounts

Deposits - Savings

CD

Deposits - Termn

Mortgage - Alt & Subprime

Mortgage - Branch Originations

Mortgage - CRA Govemnment Lending

Mortgage - Direct Banking

Mortgage - LPO Originations

Mortgage - No Doc

Mortgage - Wholesale

Loans - Mortgage

Line of Credit

Unsecured Loan

Auto Loan

Loans - Personal Loans

Credit Card - Mastercard

Credit Card - Visa

Loans - Cards

Within the Revenue and Balances tab we plan at the Product Group level.

1.5

Deposits

Deposits - Checking
Deposits - Savings
Deposits - Tem
Loans
Loans - Mortgage
Loans - Personal Loans
Loans - Cards
Total Product Groups/Ling of Business

We must therefore link the information between these to differing dimen-
sions. History we know, thus actuals are loaded directly from Acorn’s activ-
ity-based costing engine. We populate forecast months by linking the
Product Group from the source, Revenue and Balances, to the target dimen-
sion Products. Note that the target dimension, Products, does contain the
items planned in the source list (i.e. Deposits — Checking, Deposits — Savings,
etc. are on both lists). When linking data from the source we “breakback”
or “allocate” the accounts across products based upon the running three
month average. For instance, if Checking — 50+ Checking averaged 12
percent of Deposit — Checking for the previous three months, then that basis

would be used to allocate all forecast months.

In the following two screens, notice how the Average of the Opening Accounts and Closing Accounts ((233

+267)/2 or the 250) from the Revenue and Balances tab linked over and allocated to the Loans — Mortgages

area of the Volume Activity Generator. All else being equal, Mass Market to Mass Market, Atlanta to

Atlanta, Dec ’05 to Dec *03, the total for the Product Group allocated itself based upon the last three months

actual history.

Having now linked in account information, and using the Activity Intensity Rate that was calculated else-

where, we can now calculate the Activity Volume by product, customer segment, and month at the branch

level to use as a driver in the next tab, Assigned Expenses.
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Assigned Expenses
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Tab five, Assigned Expenses, is where we calculate expenses driven by account activity. All calculations are
reflective of the choices made in the preceding tabs. It is not necessary to show this information to the user.
We have included this tab as a courtesy for informational purposes. An administrator of the Cognos
Contributor application could decide to hide this tab and allow a user to see the consolidated results in the
Product Segment Plan by Branch or the Branch Plan tab. Volumes are fed from the Volume Activity
Generator and the Planned Unit Price from an assumptions tab, discussed below. Planned Unit Price is set at

a corporate level based upon historical values and recent initiatives.




Staffing

| Prodseg Target by Branch | Revenue and Balances | Vohume Activiy Generotor | Assigned Experses[Staffing| DivectExpenses | Product SegmentPnbyBnch | MBI

e[| ) Atlanta Branch -]

Auglf | SepD5 | Oct05 | Mow05 | DeclS | 2005 Jan06 Feb-08 -
Existing Headcount 10 10 10 L] 9 108 9 9
Net New Headcount 0 0 m 0 0 1 0 0
Number of FTE's 10 10 9 9 9 9 9 g
Average Annual S alar, 28527 28527 28527 29383 23383 29,383 2333 2333
Overime % 8.00% 10.00% 10,00% 12.00% 1200% 9.68% 1200% 1200%
CSRI Benelits / Loading Factor (pre-loaded, not adj 330% 30% 330% 330% 330% 33.0% 330% 330%
Total y/Related Costs 33,519 33.995 30.595 31.954 31.954 371.455 31.954 31.954
Branch § g Productivity Guidelines:
Annualized Revenue per FTE: 502,192 510,610 606,468 623,319 641.928 511.823 639,902 652,112
Revenue Growth vs Prio Month £3.50% 2813% 286% 55.78% 54.96% 70.21% 7743 3303%
FTE Growth vs Prior Month 0.00% 0.00% (10.00%) 0.00% 0.00% (0.53%) 0.00% 0.00%
isting Headcount 8 8 8 7 T a3 7 7
Net New Headcount 0 0 m 0 0 1 0 0
Number of FTE's 8 8 7 T 7 7 7 T
Overtime % 8.00% 8.00% 8.00% 8.00% 8,00% 8.00% 2.00% 8.00%
CSRII Benelits / Loading Factor [pre-loaded, not adj 300% 30.0% 30.0% 30.0% 30.0% 30.0% 300% 300%
Total Salaiy/Related Costs 23,666 23,666 20,708 21,329 21,328 249,741 21329 21.329
Branch S g Productivity Guidelines:
Annualized Revenue per FTE: 627.741 638,262 779,744 801.411 825,336 664,617 822,731 838.430
Revenus Growth vs Prior Month 6350% 2819% 286% 55.78% 54.96% 70.21% 7743% 3303%
FTE Growth vs Prior Month 0.00% 0.00% (12.50%) 0.00% 0.00% (1.80%) 0.00% 0.00%
Existing Headcount 4 4 5 4 4 47 4 4
Net New Headcount 0 1 m 0 0 1 0 0
Number of FTE's 4 5 4 4 4 4 4 4
Average Annual S alary 20,400 20,400 20,400 20971 09N 20,97 205N 209N
Overtime % 950% 9.50% 9.50% 9.50% 9.50% 9.00% 950% 950%
CSR N Benedits / Loading Factor [pre-doaded, not ad *®0% 80% 580% 80% 80% 25.0% 250% 250%
Total Salary/Related Costs 9.146 11.432 9.146 9,402 9,402 109.882 9.402 9.402
Branch § g Productivity Guidelines:
Annualized Revenue per FTE: 1.255481 1,021,220 1.364552 1402468  1.444.337 1,167,100 1439779  1.467.252
Revenue Growth vs Prio Month £3.50% 2813% 286% 55.78% 54.96% 70.21% 77.43% 3303%
. |

FTE Growth vs Prior Month 0.00x 25.00% (20.00%) 0.00% 0.00% (2.64%) 0.00% 0.00% ~|
3
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The sixth tab, Staffing, is where a branch manager plans for one of the largest expenses within the branch.
A branch manager will be able to control Net New Headcount by month and by type of position, such as
Customer Service Rep (CSR I). Managers will also have some latitude in defining Average Annual Salary and
Overtime % for the position. Based upon these few entries, staffing costs for the entire branch will be calcu-
lated and viewable here or as part of the Branch Plan tab. Since staffing is not planned at the Product Group
or Customer Segment level, they are not included within the Product Segment Plan by Branch tab. Included
within the Staffing tab are also a few Branch Staffing Productivity Guidelines. Besides the guidelines included

in the tab, others may be added or existing ones modified to suit an individual bank’s need.

Direct Expenses

=3 Branch Performance | Contributions | Atlanta Branch - Cognos Planning - Contributor ;I_ﬂlﬂ
Eile Edit View Tools Actions Help

| HEG | s aBdXo-E® Wi 0oB]?

| Prod/Seq Target by Bianch | Revenue and Balances | Vome Activiy Generator | Assigned Expenses | Stafing [Direct Expenses]| WEMM
[

Branch x|
Jul05 | Aug05 | Sep05 | Oct05 | Mov05 | Dec05 | 2005 | Jan06 | FebOB | Mar06 | Apr06 | May06 | JunOS
Facilties and Related | 19704 19080 18128 19034 19341 20847 233569 20988 20237 20036 21112 19263 18358
Travel & Entertainment | 3103 3,004 2,854 2997 3,140 3283 36,256 323 34 3196 3278 309 2,965
and S | 5014 4897 4713 4,889 5,059 5223 58,253 4948 4,985 4,90 4,9% 4845 4848
3id Party Costs 5636 5.862 6,087 633 6538 6764 65500 3636 4683 497 5,151 5,385 5619
Total Direct Exg 33.457 32,843 31,788 33,233 34,677 36,122 393,578 32,807 33045 33,043 34534 32511 3791
Kl | 3|

|C|.|rrentm:uiuwn I




The seventh tab, Direct Expenses, is where a branch manager may enter expenses directly associated with the
particular branch which were not driven by bank-related volume activity. Historical data is loaded in past
months, The user may then enter or adjust Direct Expense for all forecast periods. The expense categories
shown are for illustrative purposes only, and may be expanded and modified to reflect the needs of the par-
ticular bank. It should be noted that Direct Expenses are also planned at the branch level and not broken
down by Product Group nor Customer Segment. For this reason, they are included on the Branch Plan tab,
as are Staffing Costs. Since we have no direct method of allocating them to Product Group and Customer
Segment, they are not included on the Product Segment Plan by Branch tab. Towards the end of this appli-
cation brief, you will learn about a variety of metrics and reports available using Cognos 8 Business

Intelligence.

Product Segment Plan by Branch

3 Branch Performance | Contributions | Atlanta Branch - Cognos Planning - Contributor i ;jglzj
File  Edt  View  Jools  Aclions  Help
| He (s mBX-BE@® (Wi |0oBd|?

Assigned Expenses | Stalfing | Direct Expenses [Product Segment Plan by Branch| Branch Plan | Shared Services Unit Rates | Time cale || HED
'jb[' a Branch | 'jb[" Loans - Mortgage | 'j’i]pdm Market x|

Apr05 | May e 05
Net Interest Margin 45,593 50339 51,793 53702 55117 54616 56730 57,369 53044 607.608 59070 602481
Fees 1.950 2126 2,165 2398 2,308 2597 6.067 7840 9450 42,570 576 2376
Revenues 47549 52465 53958 56,101 57506 57.213 62797 65009 67494 650,178 59646 62624
Loan Losses 0 1] 1] 0 1} 0 1] 1] 0 0 33144 33805
Call Center i 121 122 127 128 128 132 143 160 183 1.620 1933 193
Opetations 34 344 356 361 361 3r2 402 451 514 4,560 545 543
Moigage Sales 0 1] 1] 1} 1} 0 1] 1] 1} (1] o a
Lending Back Dffice 1.007 1.015 1.053 1.068 1.067 1,100 1,186 13312 1518 13.472 1609 1.604
Credit 3627 3654 i)} 3837 3.840 3,961 42N 4737 5469 48507 5794 5777
Total Assigned Expenses 5.096 5,135 5.327 5.392 5.396 5,566 6.001 6.740 7.684 68,159 814 an7
Revenue less Assigned Expenses 42453 47331 48,631 50709 52110 51647 56796 58263 59810 582018 51506 54507
Key Performance Indicators:
% Balance Growth 1.37% 1.42%  1.46% 151% 1.55% 1.5%% 1.10% 1.15% 1.20% 1.34% 1.98% 201%
% Revenue Growth 9.92% 10.34x 284x% 397 250 (0.51%) 9.76% 352x% 382% 4.40% [11.63%) 4.99%
% of Income from Fees 4.10% 4.05% 4.01% 4.28% 4.15% 4.54% 9.66% 11.75% 14.00% 6.55% 0.97% 3.79%
Profitability Movement Indicator 11.68% 1149 275% 427x 276% (0.89%) 997% 259% 264X 4.45% [13.88%) 5.83%
Assigned Expenses / Revenue Ratio 0.11x 0.10% 010% 010%  0.09% 010 0.10% 0.10% 0.1z 0.10% 014  0.33%
Revenue per Employee 1.585 1.743 1793 1.753 1.855 1.788 2,165 2242 2,327 22,298 2,057 2159 —
Mumber of FTE's 30 30 0 2 3 32 23 2 2 23 23 XA -
4 | |
| Current owner: wilcoxm |

The eighth tab in this application is Product Segment Plan by Branch. This tab consolidates information
developed on previous tabs that were planned at the Product Group and Customer Segment levels. This tab
also calculates for the user certain Key Performance Indicators as defined by management. This list of indi-
cators is easily amended to facilitate the needs of a specific bank. This tab does not include staffing costs or
direct expenses, since these two items are not planned at the product group and customer segment level. Data

from this tab is linked back to Prod/Seg Target by Branch and used in making comparisons to corporate

targets.
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Branch Plan

) Branch Performance | Contributions | Atlanta Branch - Cognos Planning - Contributor = In‘ﬂ
Fle  Edt  View  Tools  Actions  Help
;| BE|lsmBX>-E@| w002
Assigned Expenses | Stalfing | Ditect Expenses | Product Segment Planby Bianch _[Branch Plan| _Shared Services Uit Rates | Time caic || ZICICIE]
| D Atlanta Bianch |
M [ Jun05 | Jull5 S Oct05 | Mov05 | Dec05 2005 Jan0E | Feb06
Net Interest Margi 3517939 34632 381539 395088 400673 425336 433909 443582 4.374.492 458637 465551
Fees 20537 20708 22582 23406 24830 29515 33560 37863 280950 21290 2353
R 372,336 395400 404,121 418494 425508 454851 467.489 481446 4655442 479926 489084
Loan Losses 43393 44061 38122 41080 44191 39530 40347 41118 485909 8823 98751
Stalf Costs 109147 109147 117471 112473 115235 101,982 106894 106894 1.268.050 106834 106894
Faciities and Related 18755 17875 19704 19080 18128 19034 19341 20847 233569 20988 20237
Travel & Entertainment 2,885 2815 3103 3,004 2854 2997 3140 328 36,256 32% 3141
Postage and Supplies 4668 4571 5014 4897 4719 4,883 5,059 5229 58,253 4948 4385
3id Party Costs 5185 5411 5636 5,862 5,087 6313 6538 6,764 65.500 3636 4583
Total Direct Exp 140,621 139,919 150,928 145317 147.023 135215 141571 143015 1661629 139701 139,939
Assigned Expenses
Call Center 24598 24890 24557 24497 24562 24886 25810 27025 299575 2753 27230
Operationss 7.483 7510 7.489 7.468 7502 7,642 7.940 8320 91,646 8502 8450
Mortgage Sales 11760 1183 11833 11,798 11758 11873 12302 12873 142894 13167 13025
Lending Back Office 6015 6,055 6,040 6010 5,030 6193 6,581 7.086 74.257 7.320 7237
| Credit 17346 17540 17505 17455 17595 18225 19585 21352 216697 22215 22002
Total Assigned Exy 67209 67632 67423 67228 67446 68825 72218 76655 825069 78741 77.944
R Less Assigned E 305128 317.768 336,698 351.265 358,062 386.026 395271 404790 3.830.373 401.186 411.140
Total Controllable Expenses 207.830 207.551 218,352 212545 214469 204040 213789 219671 2486697 218442 217.883
| Contribution Margin 115113 133788 147,648 164,869 166,848 211.221 213353 220657 1682835 173249 172450
ODverhead
Finance 16862 14392 16526 18503 20492 22475 24458 26441 230516 40252 40165
Execulive 11310 10132 11168 12843 14518 16134 17863 13544 160580 23324 22740
Human Resources 7.293 6,865 7567 9232 10340 11448 12556 13663 110246 20893 20291
Net | 79648 101799 112387 124285 121498 161.105 158471 161.008 1.181.493 88780 89255
Number of FTE's 0 0 2 3 kv 23 2 23 29 23 2
Key Performance Indicators:
% Balance Growth a76% 1.98% 230% 241% 248% 206% 209% 212% 2.30% 1.65% 167%
% Revenue Growth 13.38% 351% 4.88% 356% 1.68% £.90% 278% 299% 449%  (032%) 191%
% of Income from Fees 5.5% 5.4% 5.6% 5.6% 5.8% 6.5% 7.2% 7.9% 6.0% 4.4% 48%
Profitability Movement Indicator 1672 414  596% 433 194 781 2402 2.41% 523% ([0.89%)  248%
Efficiency Ratio (costs / revenue) 63.38% 60.37% 60.88X 58.28% 5863%x 5336% 5479% 5518% 61.82% 58.76% 57.41%
% Controllable E: Growth (1.02%) (0.13%) 520% [266%) 091X [(486%) 478  275% 1.51% [0.56%) [0.26%)
Revenue per Employee 12411 12847 12629 13500 13.297 15685 16120 16602 159506 16543  16.865
| Net Income per E 2655 3393 3512 4009 3797 5555 5465 5552 39.959 3,061 3.078
4 | -+
| Current owner: wilcoxm |

The ninth tab in the application is Branch Plan. This tab consolidates all information developed on previous
tabs and is a complete look at a branch at the highest level. Branch Plan also contains overhead expense
information for Finance, Executive, and Human Resources. As in the previous tab, a number of Key
Performance Indicators have been calculated for end-user convenience and information. These indicators

have been linked back to the first tab, Targets by Branch, so that they might be compared to management

targets and to analyze trends.




Shared Services Unit Rates

1 Branch Performance | Contributions | Atlanta Branch - Cognos Planning - Contributor _Inlﬁl
Fle  Edt  View  Tooks  Actons  Help

IR Y R =22k - N K

| Assigned Expenses | stafing | Divect Expenses | Product Segment Plan by Branch | Branch Plan [Shared Services Unit Rates| Time calc | ZIICLE]
*p[|[Shared Services UnitRate |

Jan5 | Feb05 | Mar05 -05 Jun05 | Juld5 S Oct05 | Nov05 | Dec05 | 2005 | Jan06 | Feb0B
| Call Center
| Customet Inquiry Calls $079  $079 4079 4073 4079 $079 4079 4079 $079 $079 4079 4079 $0.79 5079 $07
Renewals-Call Cir $1.74  $1.74  $1.74 $174  $174 $174 $174 5174 $174 $1.74 $174 $174 $1.73 $1.74 1T
| Telephone Banking Suppost |~ $1.44  $1.44  $1.44  $1.44  $144  $144  $144  $144  $144  $1.44 $144 $1.44 $144 144 $14
Loan Ori Ct $863 $863  $863 $863  $963 $863 9863  $863  $8E3  $863  $863  $663 $8.63 4863 396
[DepositOngingion | $573 3573 4573 4573 4573 4573 573 4573 4573 4573 $573 4573 4573 3573 $57
|Operations
(ATM Transaction | $003  $0.03 $003 $003  $003 003 4003  $003  $003 $003  $003  $003  $0.03 $003 00
(Maling/Postage Cost | $066  $065  $066 066  $066 $066 9066  $066  $066 $066 066  $066  $0.66 3066  SOB
ProcessBil Payments | $013  $013 4013  $013  $013  $013  $013  $013  $013  $013  $013 4013 8013 $013  $0.1:
ProcessChecks | $002  $002 $002 $002 $002 $002 $002 $002 $002 $002 $002 $002 $0.02 $002 00
(ProcessDeposts | $001  $0.01  $0.01 001  $001  $001  $001 3001  $001  $001  $001  $001  $0.01 001 SO0
(Produce Statements | $1.44  $1.44  $1.44  $1.44  $144  $144  $144 $144 $1.44 $144 $144 $144 $1.44  $144 $14
|Mortgage Sales |
Loan Sales $681  $681  $681 4681  $681  $681  $681  $681  $681  $681  $681  $681  $6.81  $681  $68
Loan Renewals $355 $355 4355 $355 4355 ¢355 $355 4355 $355 4355 $355 $355 $355 4355 §3%
Lending Back Office
|Loan Diiginatiorrlending B0 | $509 4509  $509 $509  $503 4509 4509 ¢509 §509 4509 4509 $509 8509 4509 4§50
NSF Loan Processing $270  $270 $270 $270  $270 $270 $270 $270  $270 $270  $270  $270 $270 $270 $27
Loan Payment Processing | $002  $0.02  $002  $002  $002 002 $002 $002  $002 $002 002  $002  $0.02 $002 SO0
Loan Termination $398  $398 4398 $398  $398 $398  $398  $338 4398 $398  $398 4398 $398 $398 3%
Statement Prep & Mai $067 $067 $067 $067 3067 $067 SO67  $067  $067 $067  $067 $067 $0.67 $067  $06
Renewals-loans $692 $692 $692 $692 4692 $692 $692 $692 $692 $692 9692 $692 $6.92 $692 $6%
Credit
Credit Reviews - Intemal $863 $863 4863 $863  $983 §863 9863  $863  $863 $863  $863  $963 $8.63 3863  $96
Credit Reviews - Third P: $1289  $1289  $1289 $1283  $1283  $1289 $1289 $1289  $1289 $1283  $1283  $1289 $12.89  $1289  $12&
< | i
| Current owner: wilcoxm |

The tenth tab in the Financial Services Branch Performance Blueprint is Shared Services Unit Rates. This is an
assumptions tab that contains both the historic rates and the rates being forecast by management. These rates
are used in the Assigned Expenses tab and are driven by the activity volume calculated within the Volume
Activity Generator. When developing these rates, management takes into account historical trends, anticipated
changes in processes, and how future hardware and software purchases might affect unit rates. The user has

no input here; the Cognos Contributor administrator may even elect to hide this tab from end-user view.

Time Calc
7} Branch Performance | Contributions | Atlanta Branch - Cognos Planning - Contributor —lof x|
File  Edt  View  Took  Actions  Help
| BelsmBXc-R@® wil-j0oB|?
| AssignedExpenses | Staffing | Direct Expenses | Product Segment PlanbyBranch | BrenchPisn | Shared Services UnitRates [Time cale]  Activty Intensty Rate Cale | HEBH
Jan05 | Feb05 | Ma05 M Jund5 | Ju05 S Det-05 MNow-05 Dec-05 Jan06 Feb-06
1 1 1 1 1 1 1 1 0 ] 1} o 0
Jan05 Feb05 Mar-05 Apr-05 May-05 Jun05 Jul05 Aug05 Sep0S5
Dct-05 Nov-05 Dec-05 Jan-06 Feb-06
o L} i} L} 0 o 1} 1} ] 1 ] o o 0
o ] ] 0 1] 1] ] 1] 1 1] 1] 1] ] 1]
] 0 ] ] o o o 1 ] 1] o o 1] o
0 ] 1] 0 o o 1 o o 1] o 1] 0 o
Jan-05 Feb-05 Mar-05 Apr-05 May-05 Jun05 Jul05 Aug-05 Sep-05 DOct-05 HNov-05 Dec-05 Jan-06 Feb-06
Jul-05  Aug05  Sep-05
Actual  Actual Actual Actual Actual Actual Actual Actual Actual Forecast Forecast Forecast Forecast Forecast
1 2 3 4 5 B 7 8 9 9 9 9 9 9
I L
The Time calc’s functionality has been disabled in the Blurprint demo. This allows the model to appear as if October '05 is abways the current month, Current owner: wilcoxm I




The eleventh Blueprint tab is Time Calc. This tab allows for a rolling forecast and facilitates the averaging
of account balances over the previous three months in the Volume Activity Generator. This tab also is used
to facilitate allocation of account information from the Revenue and Balances tab to the Volume Activity
Generator based upon running three-month phasing. This tab requires no input from the user and may be

hidden at the discretion of the Cognos Contributor administrator.

Activity Intensity Rate Calc

A Branch Profitability | Contributions | Atlanta Branch - Cognos Planning - Contributor

He Edt  Mew Tools  jAcions  Hep

EHO ¥ya@BXxXcHE = 00 7

| AssionedExpenses | Siaing | Diect Expenses | Product Segment Planby Branch | Branch Plan |  Shared Senvoes Unit Rotes | Time cakc | HAPE

(| M) anta Brench ] et =] || [recking 50 Crecking ] '] ustome: Inqury Cols =]

1] [} o
3.04 3.04 3.04 3.
»

l&mtmm:wicm

The twelfth and final tab is Activity Intensity Rate Calc. From the activity-based costing source, we load histori-
cal Accounts and Actual Activity Volume (Hide). By dividing Volume by the number of accounts, we arrive at the
Actual Activity Intensity Rate. Using this information and some data brought over from the Time Calc tab, we are

able to do a linear extrapolation and derive an Activity Intensity Rate that is linked into the Volume Activity

Generator to calculate forecast volumes based upon current account balances and anticipated activity rates.




Analysis and Reporting
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]
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| | B e iy
‘Matric Watch List Portiet 7170 3 .
T [Nofier ] i [No grovping =] [Metrics:1-14] ' Z} )}
§w@ Name Actual Target Vorlance  Varlonce®  Time Period o o
& & — Total Company Revenus US$S.95M  USfEAIM  -LisfSzo.esk £.17%2005, O3, Sep = a
@ & -~ AtantaBranch Revenue USPAZSSIk  US$AZ3.13k Usgz.38k 0.56%2005, Q3, Sep e
® A& -~ Boston Branch Reveruwe US§s6.61k  US$AS0.87h US§15. 74k 3.49% 2005, Q3, Sep
@ a - chicagoEranch Revenus USPATE.I0K  US$A33I0k  USH45.00K 10,39%2005, O3, Sep
© A — Dallas Branch Revenos US$403.32k  US$381.16k us§zz. 16k 5.81%2005, 03, Sep
® a | Denver Branch Revenus USHE364k  US$450.01k US§13.63k 3.03% 2005, Q3, Sep
W A~ Houston Branch Reverue US§406. 19 USESZETIR UShlzasak 23.17%:2005, Q3, Sep
@ &~ Los Angeles Branch Revenus USPRTTR  USPA360Zk  USHIRTSK 3.15%2005, 93, Sep |
W & — MamEranch Reverue US$3SE.05  USHAES.BBh -USHloe.ok 26, 14%: 2005, Q3, Sep 1] >
W A~ Mrnssgols Branch Revenue USHHMT.28k  USHSSO.60k  USHL4RIk 24,27%,2005, 93, Sep
@ & — NewYork Branch Revenue USfA ALk USH05.23k US§E9. 18k 9.67%2005, 93, Sep
B A | Phiadeiphia Branch Revenue USEM0.18k  USESIEATR  Usfien sk 36,63%2005, 03, Sep
@ a -~ SanFrandsco Branch Revenue USEESE.LMk  LSENI9.23k  USH218.50k §2.22%2005, Q3, Sep
B &~ Sestthe BranchReverus USPNINE  USESILSOk  -USfa0BaTk 40.69%:2005, 03, Sep

In addition to the planning functionality described to this point, the Branch Performance Blueprint includes

reporting and analysis using Cognos 8 Business Intelligence. Reports can be created that reflect data from

either the Cognos Planning Contributor model or from the Acorn activity-based costing model. For the pur-

poses of this application brief, we will highlight three reports.

The first report, shown above, is a dashboard that serves as the starting point for branch managers. The sec-

tions of this dashboard (clockwise from top left) are:

1) Menu of available reports; 2) League table ranking
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branches by contribution margin ; 3) access to the Cognos Contributor application; 4) Access to external
information, in this case the Wall Street Journal; 5) Map displaying branches and their status based on
revenue; 6) Scorecard with revenue actual, target and variance; and 7) Customer profitability whalebone, dis-

playing profitability by household for a branch.

The report below suggests the reporting and analytical capabilities available using this Blueprint. In this
report, a user can get a quick understanding of how the branch is performing against several key metrics,
including contribution margin, balance and revenue growth, efficiency ratio, and net income per employee,

among others.

‘A variance High or Low - Philly - Cognos Yiewer - Microsoft Internet Explorer .-;.I.El.?.‘.l

| Fle Edt Vew Favortes Tools Help | &
- - — =
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 Contribution Margin 54,846 88,831 °

% Balance Growth 4.4% 3.1% o
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Profitability Movement Indicator 4.4% 50% ©

Efficiency Ratio | 80.0% £0.0%  ©
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The third sample report, the Heat Map, shows how a branch manager might use the Blueprints powerful
reporting capabilities to make customer segment and product-level decisions. In this chart, the performance
of each customer segment, each product, and each product within a customer segment is shown. The user
can look at profitability trends, revenue growth or balances growth to determine quickly which customer seg-
ments or products may need attention. As mentioned above, analysis and reporting from this Blueprint are

not limited to these three reports. A bank can analyze or report on any information required.
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Acorn Integration

nos Re|
Acorn Profit Analyzer-Cl ;::ﬁh'f'g'e";,’{m Analp
i Product : Retail Branch
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SN . Integrated
' ST —— Financial Data ............ | A :
Financial | grﬁvs'.ug:'“s Cognos Planning

Bank Core Processing Systems

AcornSystems @~ COGNOS

Data Warehouse

Acorn Systems offers Profit Analyzer, Cognos Integration Edition, based on its participation as the develop-
ment and best practices partner for the Cognos Branch Performance Blueprint. Featuring a pre-defined

template for key data inputs, flexible and extensible process modeling and calculation engine, as well as pre-

built integration to Cognos’ CPM Solution, an organization can achieve rapid time to results.
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