














Requirement 2

Description Create the capability to lower IT costs of licensing, operations and
infrastructure as revenue decrease

Rationale Many companies have weak alignment between revenues and IT
spends.

As revenues go down, most Data Center costs cannot be adjusted
like other enterprise costs (inventories, workforce...)

Operating leverage measures a firm's fixed versus variable costs.
When sales fall, a high degree of operating leverage becomes a
major problem. The greater proportion of fixed costs, the greater the
operating leverage. Like financial leverage, operating leverage
magnifies results, making gains look better and losses look worse.
Both operating and financial leverage increase risks because they
make returns less predictable over time.

Key Metrics Quantified impact on achieving operating leverage target

Aligned with Operating Model, Infrastructure

Requirement 3

Description Create a hybrid Cloud capability

Rationale The debate between an Internal vs. External Cloud capability is a red
herring. Multi-sourcing is a disciplined provisioning and blending of
business and Information Technology services from the optimal set
of internal and external providers in the pursuit of business goals.
This well established strategy treats a given function, such as IT, as a
portfolio of activities, some of which should be outsourced and
others of which should be performed by internal staff.

A balanced portfolio will hedge internal and external cost changes.
Key Metrics Quantified risk/reward of internal investment

Aligned with Infrastructure

How much should be invested in internal improvements?

Cloud providers have a virtuous cycle — the more they provide, the less it costs,
and virtualization is also increasing efficiency. However, Cloud domination can
reduce funding for internal improvements — a vicious cycle.
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Requirement 4

Description Manage migration by workload type

Rationale Breakeven points vary by workload type. You should not drive any
conclusion based on a single external vs. internal analysis.

For instance, dev/test environments, production environment,
Disaster Recovery (DR), periodic workloads... all offer different
benefits and ultimately a different business case.

Some applications might require staying in place, while others will
migrate to a private, hybrid or specialty Cloud (Figure 2).

Key Metrics Breakeven points by workload type and location
Return on risk by workload type and location
Switching costs for each option

Aligned with Migration

Software Applications in Traditional Data Center
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Figure 2 Application Portfolio and Cloud Migration

Create Standard units of comparison for internal and external options

Amazon defined “apples.” Others are now defining “oranges” and “bananas.”
The definition of Standard units (SKUs) support price comparison and provider
commoditization.
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Preparing A Business Case

Cloud Computing can significantly impact Data Centers and IT cost structures. As such, a
business case based on a rigorous capacity analysis is going to be paramount to driving this
initiative from a senior executive level. This is even more true when we consider the number
of options and types of service contracts offered by a rapidly increasing number of Cloud
providers.

The business case should be partitioned in different focus areas, with a rationale for each
workload type. The Financial Models should include:
B Current Capital and Operating Cost
Operating Model Financial Impact
Capacity Projections and Risk Analysis
Operating Leverage Analysis
Sourcing Analysis
Capital and Operating Cost Projections
Migration Costs and Asset Disposal

Overall Investment Analysis including quantified business value, costs/ROI, risks/costs
of not proceeding

If you choose to just deploy an internal Cloud, you will need to forecast peaks and average
demand accurately as they could significantly impact your savings. On the other hand, since
public Clouds incentivize “reserved capacity”, they create the need to forecast troughs or
average demand just as accurately. However, being conservative on forecasts is much less
financially risky in public Clouds when compared to private Clouds.

Most customers find that they have more flexibility to derive the highest savings with a
hybrid Cloud.

Case Study: A global bank focused on retail and commercial banking,
insurance and investment services, with over 1,000 branch
offices launched an effort to gain I.T. efficiencies by leveraging
cloud computing.

MomentumSI| worked with its client and identified immediate cost savings of 8.5%
of Total IT Spend ($45.9 MM over 4 years):

B |Infrastructure Total Cost of Ownership reduced by 29.1%
® 5,500+ servers (of 20,000) migrated to Cloud
B Overall Utilization increased
® 71.5% increased utilization of Cloud Compatible Servers
e Overall increase of 19.8% utilization of entire Data Center
B New applications delivered in unprecedented timeframes

¢ Average deployment reduced from 3 months to 2 days

To date, all objectives of the program have been met or exceeded and the returns
have been so large that the client is accelerating the program.
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Conclusion

A new trend is emerging in IT which will spur a new wave of innovations and operational cost
savings. Cloud Computing, i.e. [aaS, PaaS and SaaS, is offering commodity services which
can be leveraged with minimal or no capital expenses.

Simultaneously, Cloud Computing is also enabling the Data Center to better manage its load
variations and ultimately lower the operating leverage of an organization.

Cloud Computing is rapidly gaining attention from CFOs and budget constrained IT organiza-
tions. As the benefits and operating model of Cloud Computing are being assessed, the CFO
should focus on:

B Limiting idle network, computing and storage capacity

B Lowering the operating leverage induced by fixed IT assets

B Requesting a hybrid Cloud sourcing model to ensure best in class investment opportunities

B Managing the migration to the Cloud by workload type

MomentumSl is quickly becoming recognized as the leading consultancy in Cloud
Computing. Our teams have been pivotal in helping organizations create and implement
Cloud strategies, resulting in increased I.T. efficiencies and significant savings. Our proven
method for Cloud adoption and migration has set the standard in the industry. We have
worked on some of the largest and most complex cloud adoption programs across

industries.
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Figure 3 Cloud Program Management
Y Zam
Copyright 2009 - 2010, MomentumSlI. All rights reserved Momen'l-umSI
http://www.momentumsi.com N4




About The Authors

Jean-Jacques Dubray is a Director of Advisory Services at MomentumSI. His experience is
focused on developing Service Oriented, Process Centric, Model Driven Solutions and
Platforms.

Alex Rosen is a Principal at MomentumSI. He focuses on assisting customers with the
practice of enterprise architecture, and change management, specifically as they relate to
SOA and Cloud Computing initiatives.

MomentumSl is a leading boutique IT consultancy focused on enterprise transformation.
We are known for helping large enterprises quickly and cost-efficiently adopt innovative,
agile practices to align business needs with IT processes. We specialize in helping
companies incorporate disruptive technologies, including Cloud Computing, DevOps,
BPM and SOA.

For more information, call 512-236-1517 (U.S.) or 888-886-8560 (Toll Free). Or email
sales@MomentumSl.com.

Y Zam
Copyright 2009 - 2010, MomentumSlI. All rights reserved Momen'l-ums:[
N4

http://www.momentumsi.com





