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Annex A: Interoperability Cost-Analysis Tool - 
User Guide 

Purpose 

The purpose of the Excel “Interoperability Cost Analysis Tool” found in Annex B is to help 

financial institutions determine the feasibility and profitability of implementing a mobile money 

service within their institution. There are four different business models representing different 

methods under which mobile money could be implemented, as well as a baseline: establishing a 

new brick and mortar branch location. This tool is setup so that each financial institution can 

change the assumptions based on their individual needs and assessments in order to compare and 

contrast the different models.   

Model Assumptions 

1. All numbers are in USD 

2. The highlighted blue cells are the only cells that can be modified. The non-highlighted 

cells contain formulas DO NOT EDIT THEM. 

Model Definitions 

1. New Branch – Model to project a brick and mortar branch in a new location. 

2. One to One – A single financial institution connects directly with a mobile money 

provider 

3. Shared One to One – Many financial institutions that share the same core banking 

software form a network to connect with a mobile money provider. Many costs, such as 

integration, regulatory compliance, and training can be shared amongst the network of 

financial institutions. 

4. Many to One to One (or Many) – Many financial institutions with varying core banking 

systems form a network by each creating an interface with a central switch provider, who 

then connects to the mobile money provider and other payment networks.  Though 

individual core banking interfaces need to be developed for each individual financial 

institution, the costs are lower than each financial institution creating an interface directly 

with the mobile money provider. 

5. One (or Many) to Cloud One to One (or Many) – One or more financial institutions 

that all have the same cloud core banking platform connect to a mobile money provider 

and other payment networks. Integration costs are indirectly paid by the financial 

institution via monthly fees to the vendor under a Software as a Service business model. 
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Step 1 – Determine the Dashboard Assumptions 

 
 

In the first tab of the tool, review the assumptions. The values in the highlighted blue cells were 

averages and can be modified for your financial institution. Any changes to the blue cells will 

automatically adjust the formulas.  

 

Dashboard Line Item # Definitions: 

1. Titles 

2. The time frame of the project. This time frame can be changed to analyze the different 

models at a 3, 4, and 5 year projection. 

3. Cumulative amount of loans disbursed for any given month. As an example, if a financial 

institution 1,000 loans disbursed at the beginning of a month, 80 of those loans are paid 

back within the month, and 90 additional loans are disbursed all during the same month, 

then there was a cumulative loan disbursement of 1,010 loans for that month. This model 

uses a cumulative amount of loans disbursed, and then multiplies that cumulative by the 

monthly loan rate in order to calculate monthly loan revenue. 

4. Amount of time it will take to reach the cumulative amount of loans disbursed each 

month. 

5. The average loan value for each of the loan disbursements. 

6. The monthly interest rate charged to the cumulative amount of loans to calculate the 

monthly loan revenue. As an example, if there were 1,000 cumulative loans disbursed, at 

an average loan value of $1,500, at a monthly rate of 3%, then the monthly loan revenue 

would be $45,000 (Number of Cumulative Loans Disbursed*Average Loan 

Value*Monthly Rate = Monthly Loan Revenue). 

7. The monthly cost of funds used for funding the loans. Used to calculate the monthly cost 

of funds (Cost of Funds*Number of Cumulative Loans Disbursed*Average Loan Value = 

Monthly Cost of Funds). 
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8. Branch locations that deal with cash transactions can provide other revenue streams by 

offering cash-in/out services for remittances and agent networks. This amount specifies 

the average number of transactions a branch office can transact on a monthly basis. Only 

the “New Branch” model allows for this additional revenue source because it is the only 

model that deals with cash at the service location. 

9. The average commission for the cash-in/out services detailed in line item 8. Agent cash 

in/out revenue is calculated by: Average Cash In/Out Transactions*Average Commission 

for Cash In/Out Transaction. 

10. Other payment income streams are the other sources of revenue that the mobile models 

can generate. Examples include air time top-ups, service payments (welfare payments, 

utility payments, etc.), mobile money transfers, etc. This is a monthly total of 

commissions that is calculated by multiplying the cumulative number of loan 

disbursements by the other payment income streams.   

11. Within the mobile models, it is assumed that there will be a number of remote loan 

officers who will be providing the service of loan origination to the new clients/members, 

instead of the members traveling to the existing branch locations of the financial 

institution. The number of loan officers is set forth in this line item.   

12. The discount rate is used to calculate the Net Present Value calculation for line item 24. 

The discount rate is the opportunity cost of funds for investing in some other activity 

rather than the proposed models. 

13. Loan loss provisions is the percentage of the monthly loan revenue that will need to be 

set aside for loan loss provisioning. The monthly loan loss provision calculation is as 

follows: (Monthly Loan Revenue*Loan Loss Provision Percentage = Monthly Loan Loss 

Provision Expense). 

14. The number of financial institutions that are part of the technology network to share the 

related startup and operational costs.  

15. Total startup costs for the entire model 

16. Total startup costs for every financial institution within the business model 

17. Time to complete all of the startup items. This is a linear calculation and the critical path 

was not calculated. 

18. The time it would take (in months) to earn back the initial investment from the 

cumulative net income. 

19. Total projected annual revenues at the end of the projected period that was set forth in 

line item 2. 

20. Total projected annual expenses at the end of the projected period that was set forth in 

line item 2. 

21. Total projected annual net income at the end of the projected period that was set forth in 

line item 2. 
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22. Total projected cumulative net income at the end of the projected period that was set forth 

in line item 2. 

23. The total return of the entire project for the projected period that was set forth in line item 

2. Not to be confused with the time for return on investment. An example would be an 

investment for a new branch: 

a. Initial Cost: $500,000 

b. Time for return on Investment (Break-even): 20 months 

c. Internal Rate of Return: 36% 

24. Taking into account the opportunity cost of funds, the Net Present Value calculates the 

revenues received over the time period and calculates how much the investment would be 

worth in the present day. 

Step 2 – Define the Startup Costs 

In the second tab are the costs associated with opening a new branch. On the top are the one time 

startup costs. The values in the highlighted blue cells were averages and can be modified for 

your financial institutions. Any changes to the blue cells will automatically adjust the formulas.  

 

 
 

New Branch Startup Costs Definitions: 

1. Real Estate Costs 

a. Buying Land – the purchase of new land for the new branch office location.  

b. Construction Costs – Costs to construct the new branch office building. 

c. Rent Land and Building + Renovation Costs – These are only the startup costs 

associated for entering into a rental or lease agreement for a new branch office 
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location. The monthly rent/lease amounts should be placed below within the 

operational costs. 

2. Administrative 

a. New Branch Location Analysis – the market analysis undertaken to determine the 

location of the new branch office location. 

b. Contractual agreements for building – costs associated. 

c. Design definition – costs associated for the design of the new branch office 

location. 

d. Other fixed assets – computers, desks, chairs, vault, etc. 

e. Human Capital Acquisition (HR) – employees who will be working within the 

new branch. 

f. Training – costs involved for training the new personnel. These include salary paid, 

travel expense reimbursements, food, and hotel.   

g. Marketing – costs associated for printing of new marketing materials to be used for 

the new branch location.   

h. Modify/implement policies and procedures – definition of and implementation 

and/or modification of new policies and procedures that would need to be 

implemented for the new branch office location.   

3. IT Infrastructure 

a. Servers – additional servers that are required to connect the branch location to the 

central core.  

b. Internet – communications required per the above.   

c. Data Communications Hardware – communications per the above. 

d. Security – IT security costs. 

e. Power (Generators, batteries, inverters, etc.) – self explanatory 

f. One time software license fees – software license fees relating to applications and 

operating systems installed on branch workstations, servers, other hardware, as well 

as software products relating to general business operation.   

 

Similar to the second tab, the remaining tabs list the one time startup costs for each of the 

integration models. The values in the highlighted blue cells were averages and can be modified 

for your financial institutions. Any changes to the blue cells will automatically adjust the 

formulas.  

 



  

 

The Case for Bank-Led Mobile Adoption Strategies in Haiti 

 

 

 

BlazeBallast@Gmail.com  29 

 
 

 

Remaining Model Startup Cost Definitions: 

1. Administrative 

a. Legal and Compliance Review and Approval (Regulatory and Contracting) – 

Costs associated for receiving regulatory permission to provide the service within 

your financial institution.   

b. Staffing Recruitment (Remote Loan Officers + IT Staff) – costs associated for 

hiring the new remote loan officers and IT Staff.  

c. Training – training costs for the new employees.   

d. Marketing – costs for the design and printing of new marketing materials for the 

launch and service of the model.   

e. Transportation for remote loan officers – purchase costs for the remote loan 

officer’s transportation.   

f. Modify/implement policies and procedures – the costs associated for the 

modification and implementation of new policies and procedures (loan underwriting, 

security, etc.) associated for launching the associated business model.   

2. Infrastructure 

a. New Hardware for Data Center – Hardware costs associated for the business 

model. 

b. Internet installation (if new) – new internet connections where applicable.  

c. Core Interface - One License (if new) – interface costs for the respective business 

models. 

d. Data Communications Hardware – hardware required for the data connections 

amongst the network or related parties.   

e. Integration with Mobile Money Provider – this line item varies between the 

different business models depending upon which entity is required to create the line 
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of integration.  However, it is referencing the cost associated for that data 

integration.     

f. Update/audit IT security policies and procedures – similar to the administrative 

policy and procedure modification line item above, except now applying to the IT 

policies and procedures. 

Step 3 – Define the Operational Costs 

Farther down on the second tab are the costs technical and operational costs associated with 

managing a new branch. The values in the highlighted blue cells were averages and can be 

modified for your financial institutions. Any changes to the blue cells will automatically adjust 

the formulas. 

 
 

New Branch Operational Costs Definitions: 

 

1. Operating Expenses 

a. Internet Service – monthly cost for internet 

b. Rent or lease of land/building monthly expense – monthly cost for the rent or 

lease of land and/or building. 

c. Data infrastructure cost – monthly cost for the data warehousing.  

d. Core software license support and maintenance – additional core banking 

software monthly costs associated for opening a new branch location. 

e. Number of Employees – number of employees that will be contracted. 

f. Monthly Salary (with benefits) – average monthly salary of the employees, 

benefits included. 

g. Total Employee Cost – total monthly cost for all employees within the new branch.  

h. IT Staff – IT staffing costs.  This line item was separated due to the cost 

differences between the IT and Administration salaries.   

i. Cost of Cash Management (armored cars, etc.) – Total monthly costs associated 

for contracting armored cars for the administration of cash with the new branch 

office.   
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Similar to the second tab, the remaining tabs list the operational costs for each of the integration 

models. The values in the highlighted blue cells were averages and can be modified for your 

financial institutions. Any changes to the blue cells will automatically adjust the formulas.  

 

 
 
Remaining Model Operational Cost Definitions: 

 

1. Operating Expenses 

a. Internet Service – monthly cost for internet.   

b. Data infrastructure cost – monthly cost for the data warehousing.  

c. Software support and maintenance – monthly cost for the operational support and 

maintenance software.  

d. IT Staff – monthly expenses for the IT staff 

e. Salary (with Benefits)/employee – monthly expenses for the remote loan officers. 

f. Transportation/employee – monthly transportation expenses for the remote loan 

officers. 

g. Other Costs – other costs associated for the operational business model.   

2. Software licensing/Provider Costs 

a. Core interface - payment module - monthly support – the monthly core interface 

cost for the respective business models.   

b. Mobile money provider integration - monthly support – the monthly integration 

cost with the mobile money provider.   

c. Other costs/month – self-explanatory. 
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Operational Revenue/Expense Calculations 

Below is an explanation of the mathematical formulas used to calculate the revenue and return 

on interest for all the models. These line items are found in the tabs for each model under the 

label “implementation.” 

 

1. Month 

 

Number of months for the project  

2. Number of Loan Disbursements 

 

First the loan disbursements increase 

according to the ramp up time, at which point 

the loan disbursements will stay constant at 

the cumulative amount of monthly loans 

value.   

3. Revenues 

 

 

a. Loan Revenue 

 

Number of loans for the period*Average Loan 

value per Loan*Loan Interest Rate 

b. Agent Cash In/Out Revenue 

 

Number of Cash In/Out transactions*Average 

commission to FI for cash out services 

c. Payments Revenue 

 

Other payment income streams*Number of 

loans for the period 

i. Total Revenues 

 

Sum of the last three line items 

4. Product Expenses 

 

 

a. Cost of Funds 

 

Number of loans for the period*Savings 

Interest Rate (Cost of Funds) 

b. Loan Loss Provisions 

 

Loan Revenue for the period*Loan Loss 

Provision rate 

i. Total Product Expenses 

 

Sum of last two line items 

5. Profit Margin 

 

Total Revenues – Total Product Expenses 

6. Operating Expenses 

 

 

a. Internet Service 

 

Fixed value across all months 

b. Data Infrastructure Cost 

 

Fixed value across all months 

c. Software Support and 

Maintenance 

 

Fixed value across all months 

d. IT Staff 

 

Fixed value across all months 

e. Salary (with Benefits)/Employee Fixed value across all months 
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f. Transportation/Employee 

 

Fixed value across all months 

g. Other Costs 

 

Fixed value across all months 

i. Total Operating 

Expenses 

 

Sum of last seven line items 

7. Software Licensing/Provider Costs 

 

 

a. Core Interface 

 

Fixed value across all months 

b. Mobile Money Provider 

Integration 

 

Fixed value across all months 

c. Other costs 

 

Fixed value across all months 

i. Total Software 

Licensing/Provider 

Costs 

 

Sum of last three line items 

ii. Total 

Operating/Software 

Expenses 

 

Total Operating Expenses + Total Software 

Licensing/Provider Costs 

8. Earnings Before Interest and Tax 

 

Profit Margin – Total Operating/Software 

Expenses 

a. Interest Expense 

 

Fixed value across all months 

b. Taxes 

 

Once Earnings before Interest and Tax is 

above zero then the tax rate begins to apply.   

i. Net Income 

 

Earnings before Interest and Tax – Interest 

Expense - Taxes 

1. Cumulative Net 

Income 

 

Sum of all previous Net Income periods 
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