MCNP Business Case Calculation - Realistic Scenarios

Base Scenario: GlobalTech Company Profile
e Annual Revenue: €500M

e Operations: 12 countries

e Current Cash Position: €75M across 45 accounts

CONSERVATIVE SCENARIO CALCULATION

Before MCNP Implementation

« Total Cash: €75M spread across 45 accounts

e Idle Cash: €22.5M (30% of total)

¢ Monthly Overdraft Fees: €125,000

e Annual FX Transaction Costs: €180,000

e Manual Reconciliation: 120 hours/month

e Total Annual Cash Management Cost: €2.1M
After MCNP Implementation (Conservative)

o Effectively Deployed Cash: €70M

e Idle Cash: €12M (17% of total)

¢ Monthly Overdraft Fees: €40,000

e Annual FX Transaction Costs: €135,000

¢ Manual Reconciliation: 60 hours/month

¢ Annual MCNP Bank Fees: €180,000

¢ Implementation Costs: €500,000 (year 1)
Detailed Savings Calculation
1. Interest Opportunity on Optimized Cash

TREASURYEASE.COM
ALINATURUNGIU



e Cash Optimization: €22.5M - €12M =€10.5M freed up
e Interest Rate Assumption: 3.5% (ECB base rate + margin)
¢ Annuallnterest Gain: €10.5M x 3.5% = €367,500
2. Overdraft Fee Reduction
e Monthly Reduction: €125,000 - €40,000 = €85,000
¢ Annual Overdraft Savings: €85,000 x 12 = €1,020,000
3. FX Transaction Cost Savings
e Annual Reduction: €180,000 - €135,000 = €45,000
4. Process Efficiency Savings
e Hours Saved: 120 - 60 = 60 hours/month
e Hourly Cost: €85 (fully loaded treasury analyst cost)
¢ Monthly Savings: 60 x €85 =€5,100
¢ Annual Process Savings: €5,100 x 12 =€61,200
5. Total Gross Annual Savings
€367,500 +€1,020,000 + €45,000 + €61,200 = €1,493,700
6. Annual Costs
e« MCNP Bank Fees: €180,000
¢ Net Annual Savings: €1,493,700 - €180,000 = €1,313,700
7. ROI Calculation
¢ Year 1 Net Benefit: €1,313,700 - €500,000 (implementation) =€813,700
e Year1ROI: €813,700 + €500,000 = 163% ROI

e« Break-even Period: €500,000 + (€1,313,700 + 12) = 4.6 months
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PESSIMISTIC SCENARIO CALCULATION

Implementation Challenges

o Base Implementation Cost: €500,000
e Delay & Consulting Overruns: +€200,000
¢« Total Implementation Cost: €700,000
Reduced Benefits (Year 1)
¢ Interest Optimization: 40% less effective =€367,500 x 0.6 =€220,500
e Overdraft Reduction: 60% achievement =€1,020,000 x 0.6 = €612,000
¢ FXCost Savings: 50% achievement = €45,000 x 0.5 =€22,500
e Process Savings: 70% achievement = €61,200 x 0.7 =€42,840
Year 1 Pessimistic Results

Gross Savings: €220,500 + €612,000 + €22,500 + €42,840 = €897,840

Bank Fees: €180,000

Net Savings: €897,840 - €180,000 =€717,840

Year 1 Net Result: €717,840 - €700,000 = €17,840

Year 1 ROI: €17,840 + €700,000 = 2.5% ROI

« Break-even: €700,000 + (€717,840 + 12) = 11.7 months
Year 2+ Pessimistic Impact
e BankFee Increase: 30% =€180,000 x 1.3 =€234,000

e Ongoing Net Savings: €897,840 - €234,000 = €663,840

COMPARATIVE SCENARIO ANALYSIS

Metric Conservative Pessimistic Original (Optimistic)

Idle Cash Reduction 30% > 17% 30%~>20%  30%->8%
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Overdraft Reduction 68% 41% 80%

FX Cost Reduction 25% 12.5% 50%

Year 1 ROI 163% 2.5% 357%
Break-even 4.6 months 11.7 months 3.4 months
Implementation Risk Medium High Low

KEY ASSUMPTIONS & BENCHMARKS

Interest Rate Environment
o Base Rate: 3.5% (current ECB environment)
¢ Risk: Rate volatility affects optimization benefits
Operational Efficiency
e Treasury Analyst Cost: €85/hour fully loaded
e Automation Achievement: 50% (conservative vs 83% optimistic)
Banking Costs
¢ MCNP Platform Fees: €180,000 annually (0.24% of cash balances)
o Traditional Banking: Included in €2.1M baseline costs
Regulatory Constraints
e Pooling Restrictions: 15% of balances cannot be optimized (emerging markets)

e Compliance Costs: Built into implementation budget

RISK FACTORS AFFECTING RESULTS

Implementation Risks (25% probability)
e System Integration Delays: +3-6 months
e Regulatory Approval Delays: +2-4 months

e Staff Training Requirements: +€50,000-100,000
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Operational Risks (15% probability)

¢ Bank System Outages: Temporary reversion to manual processes

¢« Regulatory Changes: Potential restructuring costs €200,000+

« Banking Relationship Issues: Pricing negotiations every 2-3 years
Market Risks (Ongoing)

¢ Interest Rate Volatility: +1% affects annual benefits by +€105,000

e FX Market Changes: Currency volatility affects optimization efficiency

¢ Regulatory Environment: New compliance requirements

DECISION FRAMEWORK
Proceed with MCNP if:

o Conservative scenario shows >150% ROI

¢ Implementation team has strong track record

¢ Regulatory environment is stable

o Strong fallback banking relationships exist
Reconsider MCNP if:

e Pessimistic scenario shows <50% ROI

¢ Highregulatory uncertainty in key markets

e Limited internalimplementation capabilities

e Alternative solutions provide similar benefits at lower risk

METHODOLOGY NOTES

Data Sources:

e« JP Morgan client case studies (Berry Global, Alliance Automotive, PayPal
integrations)

TREASURYEASE.COM
ALINATURUNGIU



Citi Global Liquidity Management platform specifications

Treasury management industry surveys (AFP, IACT annual reports)

Author's treasury consulting experience across 15+ MCNP implementations

European Central Bank regulatory guidance on notional pooling structures

Conservative Adjustments:
e Reduced efficiency gains by 30-40% vs vendor claims
e Increased implementation costs by 25%
e Added realistic ongoing fees
¢ Included failure scenario impacts
Validation:
e Cross-referenced with 5+ actual MCNP implementations
e Adjusted for current interest rate environment

e Incorporated 2024-2025 regulatory changes
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