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for your IT Business Case
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Randy McCoy, CPA, CA
CFO at DataKinetics

A 22 years in financial roles in technology companies
A Finance partner who enjoys talking with customers
DataKinetics

50 Hines Rd.

Ottawa, ON, Canada, K2K2M5

A Tel: 613-523-5500

A E-mail: rmccoy@dkl.com
A Web: http://www.dkl.com
A @DKL CFO
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REAL. BUT REMEMBER
TO DISCOUNT THE
INFINITE FUTURE

FLOWS OF AGONY TO

THE PRESENT SO 1T
DOESNT LOOK

IN THE RISK ANALYSIS
SECTION, DO YOU WIANT
ME TO ASSUME THAT

HELL IS REAL OR
IMAGINARYT

I WANT YOU TO WRITE
A BUSINESS CASE FOR
LOBBYING OUR GOV -—
ERNMENT TO ATTACK
ELBONIA.

71-04 22006 Scont Adams, Inc./Dist. by UFS, Inc.

www.dilbert.com  scottadams® scl.com

Source: http://dilbert.com/strips/comic/2006-07-11/
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APerformance & Capacity analysis vs Financial analysis

AThis presentation will help you take those B o
performance ideas and collaborate with finance k y
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ATry to tie together the primary things that impact the
performanceandcostof Dbusi ness applicati onseée

ATranslate the IT Benefits for finance:

V4

Great | T Pr c¢ Whydoes Finance care?

Reduce CPU Improve Profit
Reduce I/O Increase Cash Flow
Improve batch window = Lower Risk
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AUsing In-Memory optimization may reduce your CPU and
/0, but apgearwonoany®blance sheet,

ASoft Capping to reduce your R4HA is not a caption on the
Income statement,

ABuUt é
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Check If your company has a standard template (use It!)

Be prepared with the following

Executive Summary
Benefits

Risks and Mitigation
Financial Case
Recommendation

Remember your audience
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recutive Summary g DITAKINETICS

Business problem
ldentify key assumptions
Solution

Sponsor
Clearly state your recommendation
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ldentify the benefit

Keywords for Finance:
Increase Revenue
Risk Mitigation
OPEX Cost Savings
CAPEX Deferral
Increase Productivity
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AFinance likes knowing ranges
ASensitivity Analysis
AMetrics
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Always risk

Competitors

Doing nothing

Demonstrate that risks have been identified
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Sample Matrix

Risk Mitigation

Company has solid financials, has been in business for

Company is small .
years, and provides escrow

Company has great references and a support ecosystem

. 5
Will company be able to support us? including partners

Company has performed a successful Proof of Concept In

A
Does the product work our environment and demonstrated quick wins

Company has professional services personnel to assist with

Lack of in-house resources . . ) . .
Implementation, training and ongoing consulting
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Does your finance partner ask you about these things using
a stream of rapid fire acronyms?

AHigh ROI
AFast Payback
ABig NPV
ALarge IRR
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Acronym Term Definition & Purpose

Difference between present value of cash inflows net of cash outflows. NPV is used to
Net Present  analyze cash profitability of a project. NPV analysis is sensitive to the reliability of future
Value cash inflows that an investment or project will yield (time & risk value). Discount rate
Impacts this. Several synonyms.

NPV

Internal Rate The Rate used that makes the net Present Value of Cash Flows from a project equal to
IRR zero. The higher a project's IRR, the more desirable it is to undertake. This is good for

of Return ranking multiple projects.
RO\ Return on A performance measure % used to evaluate the efficiency of an investment. ROI is the
Investment benefit (return) of an investment (cost).
Pavback Payback Length of time required to recover the cost of an investment. Longer payback periods
y Period are typically not desirable.
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Useful references:
http://www.Investopedia.com

http://glossary.reuters.com
Excel NHel p on thi s f
Your finance friend
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LVLLLE

Now that we know what these acronyms mean, which of

these metrics would your finance partner want most?

High ROI
Fast Payback
Big NPV
Large IRR

The typical finance answer Is: It depends.

They are all important, the trick iIs knowing which one is
most Important right now.
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FiInanceanswers “1t depends” to most quest
APeople are compensated on different objectives / metrics
A Short payback

A Long term efficiency
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People measure differently

Public companies are quarterly earnings driven; EPS
(earnings per share) rules, so again short payback may
be a winner

Private companies; Cash Is king! Best bang for the buck
from an NPV perspective may win
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People budget differently

Some would prefer to see a purchase come out of
Operating Expenses (OPEX)

Another company may prefer Capital (CAPEX)
Subscription VS Perpetual License
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I MADE A TYPO IN ' THERE ARE ONLY
MY ANMMUAL BUDGET TWO THINGS YOU

REQUEST, BUT DONT CAN'T BUY FOR THE
TEST LAB THIS

YEAR.

HARDUWJARE
AND
o0F TLWARE.

5107 223007 Scoit Adams, Inc./Dist. by UFS, Inc

Source: http://dilbert.com/strips/comic/2007-09-01/
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Year# 0 1 2 3 4 2 Total
Total Cash Inflows - 141,750 157,500 157,500 157,500 157,500 771,750
AGet your Excel out z
] ] ] Total Cash Outflows 100,000 100,000 100,000 100,000 100,000 100,000 600,000
AFinance most likely will have a template
. . . Net Cash Flow Impact -100,000 41,750 57,500 57,500 57,500 57,500 171,750
Alt will probably look something like the
Discount Rate (Hurdle Rate) 15%
m O d el O n th e n eXt p ag e Present Value of cash flow -100,000 36,304 43,4/8 37,807 32,876 28,588 79,053
. . . . Net Present Value (NPV) 79,053
AThis is just a simple summary emal Rte OfReun (7R a2
Payback (Months) 9
Return on Investment (ROl)  (Note: Not present value view) 28.6%
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Year # 0 1 2 3 4 5 Total
Total Cash Inflows - 141,750 157,500 157,500 157,500 157,500 771,750
Total Cash Outflows 100,000 100,000 100,000 100,000 100,000 100,000 600,000
Net Cash Flow Impact -100,000 41,750 57,500 57,500 57,500 57,500 171,750
Discount Rate (Hurdle Rate) 15%

Present Value of cash flow -100,000 36,304 43,478 37,807 32,876 28,588 79,053
Net Present Value (NPV) 79,053
nternal Rate of Return (IRR) 43.2%
Payback (Months) 9
Return on Investment (ROI) (Note: Not present value view) 28.6%
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ARestate that this solution solves the problem, delivers on
the benefits, risks have been mitigated, and the financial
case passes the test

AShow that this ties to the corporate or division or
department goals T make it Relevant

/ARestate the request
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Collaborate! #ITFinance

Integrate financial parameters into the capacity
management analysis

Use both criteria to try and identify compromise solutions
to simultaneously improve performance while fitting within
financial limitations

Good | uck, and remember é
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Don’t view your finance partner |1 ke t

s ' THIS 1S BUDGET
I HEEI:: .h.hl " SEASON SO T WILL

EXPLANATION SPIT ON YOUR
FOR THESE DATA AND SEND

YOU ALJAY .

Source: http://dilbert.com/strips/comic/2001-10-23/
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Thank you for your time.

Chief Financial Officer

+1-613-523-5500
rmccoy@dkl.com



