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Introduction

This application brief demonstrates a Web-based planning and reporting process
for retail bank branch profitability that uses IBM Cognos® 8 Planning and IBM
Cognos 8 Business Intelligence (v8.4).

Best practices at leading banks enable those responsible for branches to validate
their forecast plans against corporate set targets and empower management

to communicate their expectations clearly. By capturing account and balances
information for 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) solution.

Delivering integrated activity-based planning and analysis capabilities, the IBM
Cognos Branch Performance Blueprint offers branch managers an on-the-ground
view, with real-time profitability feedback, of decisions related to branch volume,
accounts, rates, spreads, fee income, compensation, staffing, direct expenses and
assigned expenses. Inthe Blueprint, IT costs are captured at the transaction level
and do not appear as a separate expense.

Had the ABC 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 profitability 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.
This will also generate an increase in the associated expenses. Likewise, an
increase in the headcount for certain positions in the bank would drive an increase
inthe number of new accounts realized by the additional recourse.

By implementing this Blueprint, a bank will benefit from forward-looking visibility into
workforce decisions at both the branch level and the company level. 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

Branch performance—the ability of a bank branch to acquire deposits, generate
revenue, retain customers, and operate efficiently—is at the core of retail banking
success. Branch deposits are the preferred resource for funding the majority of
a bank’s money-making lending activities. A failure to generate deposits means
the bank must support lending activities with more expensive capital, which can

significantly depress profitability.

Ineffective branch performance management creates a disconnect between
strategic branch and bank objectives for growth and customer loyalty. Having
branches that are not aligned with a bank’s overall objectives leads to reduced
revenues and deposits, lower profits and poor customer satisfaction stemming
from an inconsistent experience. Branch management at all levels must have

a performance management information system that allows them to monitor all
aspects of branch Performance. The system must provide a multi-dimensional view
of business with easily accessible reports and dashboards that managers can use
to monitor and analyze key revenue, cost and profitability measures by branch,
product type, product profile by customer, customer segmentation and even by

household and combine it with local market information.

It's nolonger acceptable to evaluate and project branch performance and branch
profit potential just based on the internal data the bank has about its existing retail
banking customers. External data such as local market information is required

for true understanding of the profit and growth potential of any branch. Examples

of this critical external data includes the local market competitive landscape,
population density, median age, median income level, unemployment statistics and
number of households—to name just a few. This external local market information
must be monitored continually because the local market doesn’t remain static and

absolutely affects the profit potential of any branch.

Combining this additional external information with the bank’s existing information
will provide a bank’s retail management team with the comprehensive performance
view of all branches to enhance decision-making and the strategic management of
the entire branch network. Many retail bank executives have used this external data
to support their branch expansion projects in the past as needed, but unfortunately
many have not used this same information to monitor the performance and profit

potential of their existing branches.



With the IBM Cognos Branch Performance Blueprint, branch managers can view
and evaluate performance management by looking within the walls of the bank and
combining that information with the external factors that willimpact the profit and

growth potential for any Branch location.

The Blueprint addresses the following key performance metrics:

e Profitability by branch, customer and product (ranking best and worst performers)
e Sales monitoring by product, customer and sales representative

e (perational efficiency by branch, staff position, transaction and activity cost information
e (ustomer satisfaction and loyalty

e Profitability comparison of actual versus plan and forecast

e Comparative reporting by branch type

e | ocal market share analysis for deposits and loans

e (Competitive landscape

e Population density

e Median age

e Median income level

e Unemployment statistics

e Number of households

e Market share by product

The Blueprint also offers:

e Performance views of multiple dimensions and at various levels (entire network, region,
district levels)

e Detailed analysis that includes drilling down to detailed information for any dimension

e Reporting integrated with planning/forecasting to support more timely changes to strategic
direction

e Real-time monitoring of branch activity (operational and sales)



Drive better branch performance management with customer segment and product
level planning, analysis and reporting

The IBM Cognos Branch Performance Blueprint uses a sophisticated,
bi-directional calculation engine to manipulate and analyze data. It uses the Web
to accelerate and ease the pain of data collection and performance measurement
and makes it easier to do what's most important—plan for a better branch customer
experience and enhance profitability. It also provides access to reporting

and administration tools developed for finance personnel and for all levels of
management in aretail bank and those in operations that support the branch
network.

Analysis and Reporting

Using IBM Cognos 8 Business Intelligence, the IBM Cognos Branch Performance
Blueprint provides reporting and analysis functionality. Reports can be created
that reflect data from either the IBM Cognos 8 Planning Contributor model or from
costing and calculation solutions such as those offered by Acorn Systems, Teradata
and IBM Cognos TMA1.

District Manager Dashboard

Welcome

The Welcome page provides district managers with a quick glance into the
collective health of the branches that make up his or her district. It also provides
important updates and basic navigation capabilities.
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The KPI page provides a deeper dive into the key metrics. In the example shown
here, the scorecard breaks for each individual branch within the district. By hovering
over a status icon, the district manager can see details and trend information for that
particular branch.



Market Share

[ 10016
[ 10017

The Market Share page enables the district manager to analyze FDIC deposits
against competing bank branches located within a radius of zip codes.

Demographics
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The Demographics page exists so that managers can target and retain profitable
customers living within their locale more easily. This page provides the district
manager with a snapshot of census information for the district and related
psychographic profiles based on the demographic information. In addition, the
district manager can analyze segmentation within the demography by filtering
between age, education, ethnicity, household income, marital status and
occupation



Branch Manager Dashboard
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The Welcome page gives a branch manager a basic view of his or her branch,
highlighted by 12 key metrics. It also provides event-based alerts and basic
navigation capabilities.

Profitability
|
ity | Top  ~»j10
_— Rank  Howsehold  Profitability
Service 1 Household 30 $1,164.25
2 Housshold 17 $1,156.00
. 3 Howehod20  $1.01400
2 Chinatown Branch 70,770 4  Housshod 7 $360.00
EE . . 5  Housshold 25 $900.00
3 Grand Central 02,111 6 Hagehold 2 $365.25
. | l_ ._. 7 HoussholdJS $850.59
4 CentalPark 853,848 8  Housshold2 $576.00
" BEEER 9 Housshoki 13 $570.25
5 Fashion District 826,643 10 Household 18 $561.50
[ 48]
5 Fashion District 826,643
epEl

The Profitability page breaks down rankings for the branch manager’s location
versus the bank’s other branches in the district and profitability rankings for the
branch’s customers. In addition, the manager can drill through the customer

rankings to a detailed customer profile report.
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Branch managers can also use the Profitability to analyze profitability by product
and customer segment for the current month, prior month, and same month of the

prior year.
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Like the Profitability page, the Sales page affords the branch manager the ability to
analyze rankings in the bank inside the district and by product and segment.
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The Service page follows the design of Profitability and Sales; however, managers
can drill through the rankings report, which launches a detailed breakdown of the

customer satisfaction survey results.
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Also, the Service page has a Staffing graph that attempts to detect any correlations
between FTE and Overtime or FTE and Revenue over the past 12 months.

Tabs and components
The sections that follow walk you through the tabs and other components of the
Blueprint.

Revenue and Balances

[————————
: [H Revenue and Batances | [0 staffng | [ Geanch e | B Tegets by H wegetby Branch | [E Actrvity Generstor | [ Assigred Expermes
fows: Coksrra: t:
[ o
! ’ 2008 3an08
Opening Balances 45105439 117,612,282 126,279,733 134936400 143,588,312 152229441 162,061,796 172,557,377 184,764,184
Flanned Runoff 492,704 140,604 145,972 151,340 156,708 162,076 167,444 172812 178,180
MNew Business 73,448,000 8 10,140,000 10 1
{Attriton) Balances 448,453 131,945 135351 138,757 142,163 145,569 148,975 152381 194,760
Ending 126,279,733 152,229,441 162,061,796 172,557,377 184,764,184 196,923,244,
Average 72,087,079 121,946,007 130,609,071 139,263,361 147,908,676 157,145,618 167,300,586 178,660,780 190,843,714
% Balance Growth B75% TaT% 6.86% E41% 6.02% £A46% 6.48% 707% 6.58%
Accounts
Opening Accounts 151 925 1,008 1,091 1,174 1,258 1,343 1444 1,552
Mew Accounts per FTE 810 87 87 87 87 L2 103 111 111
Hev: Accpunts Mavkatng Program (] 0 o o o o 0 0 0
Managers Descretion [} [} o o L o o o 0
New Accounts 810 87 a7 87 87 L. 103 111 111
Closing Accounts 925 1,008 1,091 1174 1,258 1343 1444 1,552 1,659)
% Account Growth 14.76% 8.99% B.26% 1.62% 747% 6.75% 7.51% 7.45% 6.94%
Planned Met Interest Margn % 2.468% 2634% 2.629% 2624% 2620% 25613% 2607% 2.602% 2.597%
Met Interest Hargin 1,778,630 267,662 285,125 304,537 322,900 3209 363454 387,386 413,063
§ Fees per Hew Aczount anmn 50.99 5239 5387 55.29 56.73 58.16 59.64 61.26]
Average § Fees per Actount 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000|
Fees a5 % of Balance 0.10% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%
Fee Waivers 85 % of Fees 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Fees 83,966 5526 5675 5832 5,988 6,759 7,385 8,503 8711
Loan Lods Riate 23 % of Balance 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01% 0.01%
Loan Losses 3,132 1,152 1,234 1316 1397 1,483 1,576 1,683 1,798
Customers (Branch | Segment only)
Opening 84,492 7,484 7,553 7,599 7,691 7,760 7829 7911 7,967
Pet New Customers 814 L) 46 2 & & 92 46 46|
Closing Customers 85,306 7,553 7,509 7.691 7,760 7,829 7,921 7,967 8,013
Total Revenue 1,862,796 273,188 291,800 310,369 328,888 348578 370,840 395,850 421,774
s Revenue Growth 10.41% B.69% 6.81% 6.36% 5.97% 611% 6.26% 6.75% 6.54%|




The Revenue and Balances is the first tab in the Blueprint. This tab manages branch
balances, accounts and net new customers. Those responsible for forecasting
runoff, new business and attrition for account balances and new accounts and
attrition for the number of accounts can use Revenue and Balances to run their
appropriate forecasts. A forecast is run for each product group and for each
customer segmentin that group. Net new headcountis driven by decisions made
on the Staffing tab. The contributor can additionally affect new accounts and

average balances with entries to the new accounts marketing program, manager
discretion or both.

To facilitate data entry, you can reorient the tab as needed. For example, you can

reorient the tab to work on the planned runoff for all product groups in the affluent
customer sector.

2008  Jan03  FebdS  Ma03  Apc0S  Mayd? 08 M08 Augds  Sepdd  Octde  Novds
254,000 57,790 61580 65370 69,160 72950 76740 60,530 B4320 86110 91900 95,690
60,000 16200 17400 18,600 19,800 21,000 22200 23400 24600 25800 27,000 28,200
/000  73% MO 805 B0 5750 5100 9450 9800 10,150 10,500 10,850
Deoosits - Tem 166,000 34240 36,480 30,720 40,960 43,200 4540 47680 49920 S180 54400 566%
238,704
180,000
33,000
25,704

82814 B4352 85970 87548 85,126 90704 92282 93860 95438 57,016 58594
E0E50 61,320 E1,580 ELEA0 3,300 43960 64820 652B0 65540 65500 &80
13,250 4000 147E0 15500 16350 17000 17,750 18,500 15,250 20,000 20,780
85304 072 S2W 408 EW 5744 §512 10080 10,298 W04 10,584
L Total Product Groups/Line of Business 492,704 140,604 145972 151,340 156,708 162,076 167444 172812 176,150 183,548 188,916 154,284

Or for all customer segments for a given product.

-
| Revenue and Balances | [ suaffng

Rows:
A § Deposits - Chedding &l  Fashuon District & Planned Runoff
e N o e

2008 Jan0% Feb-09 MarD8 Apr08  May-08  Jun-09 09 Aug0®  Sep08 Oct08 Nov-D8 Dec08 2009 Jan-10
60,000 15,200 17,900 18,600 19,800 21000 22,200 23,900 24500 25800 27,000 8,200 29,90 TI600 2764
Weslth Accumulator 34,000  9.095 9,500 10,285 10880 11475 12070 12655 13,260 13855 14450 15045 15640 148410 14774
Mass Market 30,000 10,500 11600 12400 13200 14000 14500 15600 16400 17,200 13,000 18800 19600 182,400 15,564
Total C 124,000 36,095 38,690 41,285 43,880 46,475 49,070 51,665 54,260 56,855 59,450 62,045 64,640 604410 61,184

Fields in gray are non-editable and are either locked historical data, data linked over

from other tabs, or items calculated based on 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 modelto subsequenttabs. Likewise, changes in the accounts area will affect
income (revenue from new accounts) and drive account related activity volumes.
Accountrelated activity volumes will affect assigned expenses, that is, expenses
specifically related to the number and types of accounts in the model.
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Staffing

Rizwes: Conrns
{rrncomsl |
I [] 08 o9  rsor Mt do8  Maedd  Ano MY Mg Seotd Do
dverage Anrusl Seiary WM B BMI XM XM BMIT XM XM B0 B4 :ﬁ:
Overtme % 1058%  0SEN  J0SAN  I0.E% 05N 105N 0% IDSEN 10.5E% 0S8N 105N
Bencfis /Loadng Factor fpresosded, notact]  30.0%  X.0%  X0%  X0%  X0%  XN0%  N0% 00% X0% N0% X%
LIS 287535 0978 30578 30578 09T T8 30578 30578 MOTE 0N 34076
Branch Stalfing Productivity Guidelines:
Annualized Revenue per FTE TIRIZ L0M042 1156143 LI2TFT0 LIVEER3 LIT4132 1AS47I7 1553497 LAO7.7I8 1583947 1,689,660
Reverue Grow vi Prier Mons 19290% A% LL% USSR SENN BN L% LLB% W% S5IT% L7W%
FTE Growth vs Prior Honth 130%  000%  000% @ 0.00% @ 000% @ 0.00% @ 0.00% @ 0.00% 10.00% @ 0.00% @ 0.00%
Existing Headcount ] 5 5 5 - 5 5 ] ] & [
Het hew Peadeount 3 o -] @ o ] 1 L] ] [} 2
Mumber of FTE's 5 5 5 5 s 5 6 ® & 6 [
Average Annusi Salary 1034 1004 0 L0 1n0H Pt 21084 034 u0H 2504 L0
Overtme % 1191%  1255%  128% 128N IASEN 1% 11M%  1256% L18%  12M% 125N
Bewfis [Loadng Factr (precaced, notact)  300%  X00%  X00%  J00% 0%  MNO0%  J00%  X.0%  X0%  N0%  X00%
Total Salary [Related Costs 1BA1P 12494 12494 12404 12454 12494 14593 14993 14993 1493 19991
Branch Staffing Productivity Guidelines:
Annualized Revenue per FTE: LA423,153 2,168,084 2312286 2455540 2597785 1745244 2424529 2589162 2745834 2901502 2323312
Rirveruie Growth va Prior Month 192.90%  M5.71% L% NS SRMN MM LI LILB% SN SRITW 11709%
FIE Growth vs Prior Month 306%  0.00% 000% 000%  0.00%  000% 2000%  0.00%  0.00%  0.00% 3333%
Monthly New Account Avg
cRm Decosts - Chedong &g 360 0 » x n » » x 0 »n x
Deposts - Sevngs Avg 360 x x x = x 0 E 3 k] 0 0
Decosts -Term Avg 380 £ = x x = » £ E » »
Lomns - Mortgage Avg ° (] (] [} o (] [ o (] (] [}
sans - Personsl Loans Avg 0 5 5 5 5 s 5 5 5 5 5
sans - Cards Avg 120 n w n " o un 0 w » 0
Total New Accounts based upon FTt's
Deposits - Checking 1470 150 150 150 150 150 150 180 180 150 20
Deposits - Savings 1470 150 150 150 150 150 189 180 180 150 240
Depasits - Term 1470 150 150 150 150 150 150 180 180 180 0
Loans - Hortgage ° ° o (] (] ° ] 0 o o (]
Leans - Personal Loans: ELL) ] k) £ s E 0 30 20 £ @0
Loans - Cards a0 50 50 5 50 50 7] &0 60 60 "
Existing Headcount ] (] 5 [} ] ® ] L] 1 1 1
Lender Met hiew Headcount 5 (] L] 2 i) "] 1 2 ] [} [}

Staffing (the second tab) is where a branch manager plans for one of the branch’s
largest expenses. A branch manager will be able to control net new headcount by
month and by type of position, such as Customer Service Representative (CSR

I). Managers will also have some latitude in defining the overtime percentage for
the position. Based on these few entries, staffing costs for the entire branch will

be calculated and viewable on this tab 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 in the Product Segment Plan by Branch tab. The Staffing tab also includes
afew branch staffing productivity guidelines. Besides the guidelines included in
the tab, others can be added or existing ones modified to suit an individual bank’s
need. By adding or deleting staff on this tab, a contributor will affect the number of
new accounts and related balances.
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Branch Plan

The Branch Plantab is a complete look at a branch at the highest level. It

consolidates all the information developed in the previous two tabs, along with

Direct Expenses and overhead expense information for finance, executive and

—, oo s Feb O Mar 09 A i May 09 nd9 g oy Sod Hov 0¥ Decdn w009
et Interest Margn SS44880 857911 B4 P LOILI4S LOPLEIS LIS1BSS LU0 LOLSGI LIRSl LM LISTIE7 L0131 14603152
O svon (g7 con e mass nw sw[ W] maw Moo som san mon e
Revenues 587238 901368 963452 L0ZLI4Z LOSZALD LI4S102 1212264 LIMSEL LITZINT IASLESI LS4AETS LEAI60 1739208 15381630
Loan Lowses 555356 M5 AN BT FL15T 109,953 11587 112408 .08 pais nd 1MET a4 L4 1364199
$1ff Costa. 1553476 194025 147 16,798 .59 MmN W R W0LEM LM Xem JASTL T4 2.300,640)
Facktes anc Relates TS W N5M %353 W5 wm 18,383 woao SR B 18,804 wan wel 278,357
Travel & Entertarment 42661 s 1 17 a7 pEL S 181 ™ Lny 838 T am 18R 44,775
Fostage and Supoles 49,003 43 4,80 43 L2497 41 47 430 437 48 4353 A3 44 50,947 |
Mariztng Program ° L] ] (] ] (] (] (] (] ] (] 0 ] ]
IdParty Costs 55,295 13 4% 4352 4455 A5 A554 478 457 4973 507 5,183 87 56,276
Total Direct Expenses LETRII0 205230 J06627 J0R341  JORBO] 208704 215963  JPAX 132600 INIE2  IIATEL MI0M 47622 1580,995)
Asugned Lxpenses
Cal Conter 550150 BLRL BT 571 9,559 WESR L6 1mm e84 145 140,396 fLiklig HLIM 421,000
Cperators. 164848 24318 604 nm S I 3,8 Rl b g Bam o 5159 “m 420,847
Morigage Sees 8L BT L4 D4 a7 s »7 . AL .50 0,953 4,186 ILES 504804
Lending Back OMfce 109204 I NS 20 BWE M BT DA JaS N0 R B WD 05
Credt 507 SSAM WA ELTM 60886 TLOM  %MBO1  ELT  BALNS SN 10085 MRS LATE  ELEIE)
Total Assigned Expenses. 1399422 211,084 235958 0637 IS5T67  FINNSI  IWTS00 06522 JI6B6  IATS60  IT0AIL  ISTHE  AIETL 165N
Revenoe Less Assigned Expenses 4AB7,815 69285 737494 TEASOS BIGSA3  B74142  SMET4  9EA0S9 LDENTI LI0AI01 LITRA44 LMEEI4 1JIRIT 11,721,660
Total Controllable Expenses 3277693 416314 432580 A4RSTE  4BAST0 479663 SONS53  SINEAD  S60446  SEBOTAL 609217 SALT6T  BEAA9I 6,340,965
Contribution Hargin 2054189 412340 441897 484217 SIGES4  SSSAES  SI7544  GARSM 690423 TN BOABXT  BST.E08 917575 7676466
‘Overhead
Pearce A 94 TS XS XS0 BIN NAD M MEW  RMT BME WM N8 s
[ WISH 2SI 20N N0W BHM X0 WO BK w21 nNs ;B AR Bae 261
Puran Ssouries 10304 MBS BENS DK DAN MO0 BN DS 08 Ma3 D7 AumE essin)
et Income 1609316 327400 151464 399611 MLI3E  4TLII0  S2L049 564201 WOATTA 652032 TOAIW  TMLTI0 90379 6577026
Humber of FTES a3 -5 “ 45 - - - = = L] = = t o]
Key Pedormance Indicators:
* balerce Granth BSI% % 664N 6% SN AN D% BT SNW LGN 70N BSSN BIS%  RAIW
ke G s 120w SBE%  SETN BN SN W% SETR 6N A0S SN BEEN AN STTN 634w
% of Income from Fees SE%  SD0W A% 4NN  46%  AT%  4A%R  SIW  S2%  S0%  SSW 53w SI% s1m
Profitabiity Hovement Indicator  1147% 10.02% 65I%  6G10%  S64%  S75%  S7E%  GESW  SETW  SSEW  671%  S95%  SSEW  626%|
[ffickency Ratio (costs [ revenue) SL1IS%W S237% SLOO%  49.41% 4814% 4682% 4570% 4552%  4475%  4087%  4360%  4070% 4009% 45.97%
% Controlsble Expense Growth  786%  485% 191%  179%  J47%  125%  498%  S58%  SOI%  162%  490%  S5I%  A00%  447%|
Revenoe per tmployee 160500 20075 FLAI0  ZATI6  J40S4 24834 ISISE  ISE92 6402 27922 IMEE3  J0AS1 32208 309982
et 40090 7376 78SS MBSO 9803 10342  I08SS 11384 14707 12539 10041 13773 14637 131893

human resources. A number of key performance indicators have been calculated

for convenience and information. These indicators have been linked back to the

nexttab, Targets by Branch, so that they can be compared to management targets

andto analyze trends.
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Targets by Branch

L= us ot Baieeers. | [ it | ] v e [ Targets by Bewmch | [ ProdfSeg Tarpet by Bravch | [ Volonwr Aewurty Conerater | [ Mesgred Eporaes. | [ Dot Eupmen
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Gewe ELS1 $H4TI 45119 MOES 67530 51535 TELMT AN 57004 D251 MOS0 1671 SAEZIM SAMSESS 1543 WIMD L0725 (103887}
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The Targets by Branch tab contains information from the Branch Plan tab and an
upload of targets. The column labeled Act/Fcst contains either the actual data for
prior months or the current forecast based on decisions made in the Blueprint. The
Target column is uploaded and represents management targets or goals for this
particular branch. You can use Gap to evaluate performance against goals and a
trend analysis to report on whether you 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 Prod/Seg Target by Branch tab has information from the Product Segment Plan
by Branch tab and from an upload of targets that can be populated. The column

labeled Act/Fcst contains either the actual data for historical months, or the current
forecast based on decisions made in the Blueprint. The Target column is uploaded
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and represents managements targets or goals for this particular branch. You can
use Gap to evaluate performance against goals and a trend analysis to report on
whether you are closing the gap or diverting away from targets, This tab is different
from the Targets by Branch tab because it sets targets and tracks results at the
product group and customer segment levels. It has drop-down menus so that you

can select both the product group and customer segment that you wish to plan for.

[Afiuenl Y
Wealth Accumulator

Mass Market
Total Customers

Loans - Cards
Total Product Groups/Line of Business

Product Group Customer Segment

The Product Group and Customer Segment dimensions are easily modified to
reflect the product groups and customer segments defined by the blueprints
users. There are no selections to be made here, because the tab is for informational
purposes only.

Volume Activity Generator

PR ——

T
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gty Tieruty Rate 101 FE Lo 101 Lo e e Lo el L 101 o1 0 Lo P wr Lot 8 H e m

Acyery ety Rate verde L L] [} L] ° o ° o ® ¢ ¢ [} [] [} [] o L] [] 0 ¢
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The Volume Activity Generator tab is where you can execute the activity-based
costing portion of the Blueprint. In all the other tabs in the model that use products
as adimension, you plan at the Product Group level. This tab provides a deeper
view of branch performance. While still planning at the Branch and Customer
Segmentlevel, you can plan at both a Product and Activity level in this tab.

Inthis section, we'll take a closer look at each dimension separately. In the view
shown here, notice a drop down box that currently shows customer inquiry calls.
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Call Center

Customer Inquiry Calls

Renewals-Call Ctr

T elephone Banking Support

Loan Origination-Call Ctr

Deposit Origination

Operations

Accept Deposit ATM

Mailing/Postage Cost

Process Bill 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 Termination

Statement Prep & Mail

Renewals-loans

Credit

Credit Reviews - Intemal

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 an activity-based
costing engine, many transactions can make
up an activity for a specific product and
customer segment. For example, Activity-
Customer Inquiry Calls would be made up

of many different types of transactions, such
as 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
fora given product, ata given branch, for a
given customer segment during a specific
period (in this example, it's monthly), is defined
as the activity intensity rate. In other words, it

is notonly the transactions that make up the
activity, butthe number of times an activity
might occur within the month (for example, a
customer might make a call center balance
inquiry twice amonth). In the Activity Intensity
Rate Calc tab (a subsequent tab), you will see
how the Activity Intensity Rate is determined
using historical basis and linear extrapolation.
activity intensity rate is used in the accounts
forecastin the Revenue and Balances tab to

forecast activity volumes that will be used to drive assigned expenses.

Transactions that flow into activities are based on specific products and customer

segments. Therefore, you plan at the product level in the Volume Activity Generator.
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Checking - 50+ Chesking Inthe Revenue and Balances tab, you plan at

Checking - Checking Reserve the Product Group level.

Checking - Free Checking i
Checking - Interest Checking , : e
Checking - Relalionship Checking Deposts ~ |

— - | Deposits - Checking
DWS M"E Deposits - Savings
Savings - Basic Savings Deposits - Teim
Savings -COD Loers i

. : Loans - Mortgage
Savings - High-Yield Money Market Loans - Personal Loans
Savings - Regular Savings Loans - Cards
Savinat - S = it Aecauia Total Product Groups/Line of Business
Deposits - Savings
CD
Deposits - Teim

Mortgage - Alt A Subprime
Mortgage - Branch Onginations
Mortgage - CRA Govetnment Lending these to differing dimensions. Because you
Mortgage - Direct Banking know history, the actuals are loaded directly
Mortgage - LPO Originations
Mortgage - No Doc
Mortgage - Wholesale

You must therefore link the information between

from the activity-based costing engine. You

populate forecast months by linking the

Loans - Mortgage product group from the source, Revenue and
Line of Credit Balances, to the target dimension products.
Unsecured Loan Note that the target dimension, products, has
MI“WP : he items planned inth list (thati

. g the items planned inthe source list (that is,
Credit Card - Mastercard deposits -checking, deposits - savings and so
Credit Card - Visa forth are on both lists). When linking data from
Loans - Cards

the source, you “breakback” or “allocate” the
accounts for products based on the running
three -month average. For example, 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 [(636 + 674)/2 or the 655)] from the Revenue and Balances tab
linked over and was allocated to the loans - mortgages area of the Volume Activity
Generator. All else being equal-Mass Market to Mass Market, Fashion District to
Fashion District, Mar '10 to Mar '10—the total for the Product Group allocated itself
based on the last three months of actual history.
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Having now linked in account information, and using the activity intensity rate that
was calculated elsewhere, you can now calculate the Activity Volume by product,
customer segment and month at the branch level to use as a driver in the Assigned
Expensestab.

[ Revenue and Balances I [E swffing | EH sranchiplan | ES Targers by eranch | [ prod/Seg Targatby Branch | (B w

Rewes: Columns: Context:

(T C W N Pl
, q n0
Balances
(Opening Balances. 51,772,546 112344856 119485431 126,624,911 133,763,296 140,900,586 148,036,781
Planned Runoff 338,250 30,625 31,000 3,375 31750 32,125 32,500
New Business 61,200,000 7,200,000 7,200,000 7,200,000 7,200,000 7,200,000 7,200,000
{Attriton) Galances 289,440 28,500 29.50 20,290 30,960 31580 2,400
Ending 112,384,856 119485431 126,624,911 133,763,296 140,900,586 148,036,761 155171881
Average 77,496,750 115915143 123,055171 130,194,103 137,331,941 144,468,683 151,604,331
%0 Balance Growth 6.73% 6.36% 5.98% 5.64% 534% 5.06% 4.82%

]
]

48

799

639%

Planned Net Interest Margin % 1.635% L91% L310% 1.304% 1.298% 1.292% 1.285%
Met Interest Margin 1,266,772 124,736 134,358 141,482 148,541 155,538 162,472
§ Fees per New Account 105.00 105.00 105.00 105.00 105.00 105.00 105.00
Average § Fees per Account 0.000 0.000 0.000 0.000 0.000 0.000 0.000
Fees as % of Balance 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Fee Waivers as % of Fees 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Fees 42,840 5,040 5,040 5,040 5,040 5,040 5,040
Loan Loss Rate a5 % of Balance 0.56% 1L12% L12% L12% 1L12% L12% 112%
Loan Losses 435919 108,566 115,253 121,939 128,624 135,309 141,992

48] volume Activity Generator il Assgned Expensag Dwrect Expenses Product Segment Plan by Branch
Columns: Context:

==

it Prod/Seg Targe! by Branch

Wnd9 M09 Ag09 SepD9 Oct09 Nov09 DecdS 2009  Jan-10  Feb-10 Mar-a0  Apr-10
ﬁ ¥\ 3IW M1 ¥I WY 418 48 448 477 05 533 S8
Checang - Cheding Reserve 8 319 M1 B3 3B\ 418 48 448 477 505 51 Qz
Cheddng - Free Checking o ] o o o o (] o [} L] o o
Checiing « Interest Chadang X8 39 341 %I W 418 48 448 477 505 533 S61
Chedkng - Relationship Cheding 98 39 34 %3 W 48 48 M8 477 505 53 sl
Deposits - Checking 1198 1277 1,363 1452 1,555 1,674 1792 1,792 1909 2022 2131 2243
Savings - Basic Savings 44 M1 7 29 n7 3% 364 364 386 08 a3 454
Savings - COD M4 W1 W W/ T M0 ¥4 364 3/ W08 431 454
Savings - High-Yield Money Market M X m - -] #4364 386 08 4an 454
Savings - Reguiar Savings M O® W W/ T M0 ¥4 364 3B 408 491 454
Savings - SmartSaver Accounts 24 %1 s ] n7 340 384 364 388 08 431 454
Depasits - Savings 1220 1307 1392 1480 1583 1702 1821 1821 1932 2041 2156 2370
o 1581 1660 1742 1827 192 2045 2162 2162 L5 137 1501 2614
Deposits - Term 1581 1660 1742 1827 1928 2045 2162 2162 275 2387 2501 2614
Mertgage - Alt & Subgrime m2 @ 1@ M1 152 #5178 178 ©1 X5 3
Mortgage - Branch Orignations: 0 0 (] (] o (] (] o 0 0 [}
Morigage - CRA Govemmantlendng 112 122 132 141 152 165 %8 178 191 2§ 51
Mortgage - Dinect Banking 112 12 132 141 152 165 178 178 191 N5 i
Mertgage -LPO Orignations 0 0 (] [ (] 0 o 0 0 [ (1
Morigage - N Doz (] 0 0 (] 0 (] (] 0 0 0 (]
Mortgage - Wholesale 0 0 (] (] 0 (] 0 0 0 [ 0
Loans - Mortgage 337 366 396 424 456 496 534 534 574 616 693
Line of Credit 411 48 4m 03 S 5% 613 613 60 e8s 719 76
Unsecured Losn 411 438 40 503 57 5% 613 613 60 e85 T8 T
Auts Loan 411 48 4mM  S03 537 5% 613 613 6 e8s 719 7
Loans - Personal Loans 1,233 1315 1410 1508 1612 1727 1839 1,639 1950 2055 2158 2,267
Credt Card - Mastarcard 3 M6 33 400 429 459 40 490 520 51 SB0 609
Credt Card - Viss %63 103 L1010 126 L3714 1469 1561 L1653 LM 1877
Loans - Cards 1,285 1385 1493 1601 1714 1,837 1,958 1,956 2082 2204 2321 2436
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Assigned Expenses

B Assigned Expenses |- e tPlan by Branch | (G Shredt Services it Astes | ] Tove oo
Roves: Columns! Context:
e — ffporen] R (e (=
: [] 2008 sants Febis Mads Aordd MayDS An0S M0  AugdS Sepd Oct0S Novs Decdd 2009
Call Center Planned Unit Price
Cost
oS 1,916 il 54 266 6 21 314 341 363 B4 424 451 ®/7T 4125
Costomer Inqury Cals~ PaemedUmtPrce | 028 09 0% 0% 0 0% 0% 0M  OF  OM 0N 0N 0M 029
Cost LS04 188 199 209 217 228 246 267 289 309 333 362 390 3,238
ioumes 0 o o 0 ( o 0 0 ] 0 0 (] 0 [
Renewals-Cal Ctr Plarned Unt Price. 0.00 L4 14 M 1M L7 1™ 1™ LM 14 1M 14 174 oo
Cost 0 0 0 [ 0 [ 0 o [yo 0 0 °
Yokt o o o o o o 0 (] ] ] L] ] o o
Telephone Baniing Support Panned Ut Price: 0.00 14 144 144 144 L4 144 144 144 144 144 144 L4 0.00
Cost 1 0 [ 0 0 ° 0 [ ° 0 ° (] 0
Vohsmes o L] L] ] o (] (] L] ] (] o L] L o
LomOrgnaton<alCr  Pameduntirce | 000 863 863 863 863 863 863 963 843 863 863 863 863 000
Cost 0 0 [ 0 0 [ 0 0 0 0 0 0 0 0
Voumes 0 0 o 0 [ 0 (] 0 ] (] 0 ] o 0
Depeat Grgnaton PawedintPrice D00 573 573 8573 ST ST M LM ST SMm sm ST 5T 0e0
Cost o o o o o o o o o ] L] o o o
WVolumes
Operations Planned Unit Price
cost
iokmes 0 0 o 0 (] ] 0 (] 0 (1 0 (] o 0
ATM Transacton PawedintPrce 000 D03 003 003 003 003 003 003 003 003 003 003 003 000
Cost ° 0 [ 0 0 0 0 0 0 0 [ ° 0 0

You use the Assigned Expenses tab to calculate expenses driven by account
activity. All calculations reflect the choices made in the preceding tabs. We have
included this tab as a courtesy for informational purposes only. An administrator

of the IBM Cognos 8 Contributor application could decide to hide thistab so thata
user only sees the consolidated results in the Product Segment Plan by Branch or
the Branch Plan tabs. Volumes are fed from the Volume Activity Generator and the
Planned Unit Price from an Assumptions tab. Planned Unit Price is set at a corporate
level based upon historical values and recent initiatives.

Direct Expenses

§ staiteg anch P s | G Dwrect bxpemes | ki) S Pl iy earch | 1 5
e L

ot
> ([ Dectt 2008 09 Febdd Madh Ar0S Mardd AndS A0S Agdi Sepdd OcHS Nevdd Decdd 2008 Ml Rebil Maeld dgrld
= wiies ot Frsatenl [ M5 W B5H B3N B B B 0T BN 55 B4 BIN W1 28357 WSH T A WX
Trve! b Erdertareent 268 A2EE1 LTS 170 ATH RMO 1SS0 34D ATM AT LN 4TI A1 LM M7 LT LTTE A7 1
Peringe and Suooies 437 49080 43N AT 430 ANT 4152 4107 4320 4257 AMI AMD A3 44H SO0 44T a4 <) 4@
vartetng Frogem [} o L] ] ] ] 1] ] (] o 0 [ ] [ [ ] ] o ]
el Pty oty 155 55288 3831 A28 AN AN 480 4B 4P 48T 4TS 507 SIA)  S35T  SAZIe AN 4411 A AA)
TotalDwect Expenses  ZMI68 33434 JLI06 IL7IS JLS43 JLEE) JLO6S J077 JLS0S JL666 ILIT ILAAS J2AS0 33051 I60ISS ILEO0 LI ILISS Ir4sd

A branch manager can enter expenses directly associated with the particular
branch but not driven by bank-related volume activity in the Direct Expenses
tab. Historical datais loaded in past months. You can then enter or adjust Direct

Expense for all forecast periods. The expense categories shown are for illustrative
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purposes only, and may be expanded and modified to reflect the needs of the
particular bank. It should be noted that direct expenses are also planned at the
branch level and not broken down by product group or customer segment. For this
reason, they are included in the Branch Plan tab, as are Staffing Costs. Because
there is no direct method for allocating them to Product Group and Customer
Segment, they are not included on the Product Segment Plan by Branch tab.

Product Segment Plan by Branch

T | e rs———— e | P | Py | P ey [
Rowgs [ Conbert
[ ) (e (e
1008 Il Febld Mardd Axrdd MaydS  Lndd pre- ] Agdd  Seld Ot Nowi#=* Decdd 2009 Jee il Fab-20
644,407 0] MES M B7.230 92012 300141 MO6208 113838 D0Q1 1NN 70 M5 LIS AT D435
LY 25,955 50 150 150 50 % 219 Ame 1m0 ime 500 504 5040 42,840 500 500
Revesues 670361 76821 ELISY 85458 9750 95152 103291 109,988 117608 134201 131199 142061 150821 1309612 129776 139398
Loan Lotset o 21 MMT BT 0008 LTI 05T M2 M 4LM4 M91 40 e 435,919 108584 115253
Assgned Erpemes
Cal Canter 1504 . %5 s nr m F ] »r m 0% m » »0 18 419 -0
Ootraton 4233 5 1 e [ 143 41 - ™m n m £ ] 101 115 1180 1,95
Mor age Saes o ] (] ] -] -] ] ] 0 -] -] (] 0 [ ] o [}
Lendng Sack Offce 12505 1560 155 1me 1,805 §® 1 047 23 P+ smn am w1 Lie 26,928 L i
Credt 45008 5617 S8 6262 6% 6N 1.6 004 64T 9,81 »m 0T 1162 6,958 .55 pLE 33
Total Assigned Lapenses 63270 7A92 A36 879 131 4596 10355 1147 12151 13013 14020 152M 16414 136,238 17635 18914
Revenue less Assigned Dxpenses  GO07093 68529 72803 76,699 B061S BSSE7 92936 UET40 105457 11L1ES 115,179 126827 134408 1173373 112141 120484
Key Performance Indicator:
*» Balance Growth S59% SEE% 642% S0T% SE9% A70%  A12% Z4% BEE%  B2%W TN 108% LT9% L% S36%  S.90%
S Revenue Growth 5% (1050%) S69% S31% 497% 6.0%W AS2% A4E%W A5I% SHI%W 724  A65W  A1TW S22 ssssss  TAlW
% of Income from Fees AT 120% 110% 2.95% 251% 1J1% 10N 1A% J21% 304  17E% 1S5 LN 12% AEE% 1A%
Proftabikty Movensent Indator A96% (1220%) S62% 535% S11% 616% £59% 625% 680% S40% 710%W 64A2% S8 S.00% sEssss TN
Assigned Expemses [ Revenue Ratie  0.09% 0.10% 0.10% O010% 0.10% 0.10% O10% O10% O010% O010% O011% O011% G11% 0.10% 1A% OL14%
Revenue per [mployee 17,843 1568 1657 1745 LE32 1866 1840 1964 20 L1 2148 21 2413 3623 2093 1581
tasmber of FTEs 41 - - e - 51 0 55 58 58 L3 L3 2 56 3 5

The Product Segment Plan by Branch tab consolidates information developed

in previous tabs that were planned at the product group and customer segment
levels. This tab also calculates certain Key Performance Indicators as defined by
management. This list of indicators is easily amended to facilitate the needs of a
specific bank. This tab does notinclude staffing costs or direct expenses, because
these two items are not planned at the product group and customer segment level.
Data from this tab is linked back to the Product Segment Target by Branch tab and
used to make comparisons to corporate targets.

19



Shared Services Unit Rates
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The Shared Services Unit Rates tab is an assumptions tab with 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 in 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 IBM Cognos 8 Contributor administrator can even elect to hide this tab

from users.
Time Calc
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The Time Calc tab allows for arolling forecast and facilitates the averaging of
account balances over the previous three months in the Volume Activity Generator.
This tab also facilitates allocation of account information from the Revenue and
Balances tab to the Volume Activity Generator based on running three-month
phasing. This tab requires no input from a user and can be hidden at the discretion

of the IBM Cognos 8 Contributor administrator.
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Activity Intensity Rate Calc
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From the activity-based costing source, you load historical accounts and actual
activity volume (hide). By dividing volume by the number of accounts, you arrive
atthe Actual Activity Intensity Rate. Using this information and some data brought
over fromthe Time Calc tab, you are able to use the Activity Intensity Rate Calc tab
for alinear extrapolation and to derive an Activity Intensity Rate that is linked into the
Volume Activity Generator to calculate forecast volumes based on current account
balances and anticipated activity rates. This tab requires no input from the user and
can be hidden at the discretion of the IBM Cognos 8 Contributor administrator.

Avg Balance per New Account
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The Avg Balance per New Accounttab stores the data used in the Revenue and
Balances tab to calculate the additional Balances due to the recognition of New
Accounts. This tab requires no input from the user and can be hidden at the

discretion of the IBM Cognos Contributor 8 administrator.

21



Monthly New Account Avg
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The Monthly New Account tab is used to bring the Monthly New Account Averages
into the Staffing tab to facilitate the planning of future headcount needs. Itis also
loaded into the New Accounts per FTE Calc tab to be used in calculating the
number of New Accounts per FTE that is then linked into the Revenue and Balances
tab. This tab requires no input from the user and can be hidden at the discretion of
the IBM Cognos 8 Contributor admin.

Planned NIM %
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The Planned NIM% tab is used to link the Planned Net Interest Margin percentage
into the Revenue and Balances tab. This data may at the administrator’s discretion,
be loaded directly into the Revenue and Balances tab. This tab requires no input
from the user and can be hidden at the discretion of the IBM Cognos 8 Contributor
administrator.
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New Accounts per FTE Calc
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The finaltab in our model is used to calculate the new accounts per fte in our
Revenue and Balancestab. It receives Number of FTE’s information from the
Staffing tab, the Monthly New Acct Average from the Monthly New Account Avg

tab and then calculates the New Accounts per FTE, which is then linked into the
Revenue and Balances tab. This tab also requires no input from the user and can be
hidden at the discretion of the IBM Cognos 8 Contributor administrator.
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About the IBM Cognos Innovation Center for Performance Management

The IBM Cognos Innovation Center was established in North America and Europe
to advance the understanding of proven planning and performance management
techniques, technologies, and practices. The Innovation Center is dedicated to
transforming routine performance management practices into “next practices”
that help companies

® cut costs

e streamline processes

e Hoost productivity

e enable rapid response to opportunity

e increase management visibility

Staffed globally by experts in planning, technology, and performance and
strategy management, the Innovation Center partners with more than 600 IBM
Cognos customers, academicians, industry leaders, and others seeking to
accelerate adoption, reduce risk, and maximize the impact of technology-enabled

performance management practices.

About IBM Cognos Bl and Performance Management

IBM Cognos business intelligence (Bl) and performance management solutions
deliver world-leading enterprise planning, consolidation and Bl software, supportand
services to help companies plan, understand and manage financial and operational
performance. IBM Cognos solutions bring together technology, analytical applications,
best practices, and a broad network of partners to give customers an open, adaptive
and complete performance solution. Over 23,000 customers inmore than 135
countries around the world choose IBM Cognos solutions.

For further information or to reach a representative: www.ibm.com/cognos

Request a call
Torequest acall or to ask a question, go to www.ibm.com/cognos/contactus.
An IBM Cognos representative will respond to your enquiry within two

business days.
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