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Randy’s Bio

Randy McCoy, CPA, CA
CFO at DataKinetics
Å22 years in financial roles in technology companies

ÅFinance partner who enjoys talking with customers
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Business Case Help from Dilbert

Source:  http://dilbert.com/strips/comic/2006-07-11/
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Linking IT Initiative to Finance

ÅPerformance & Capacity analysis vs Financial analysis

ÅThis presentation will help you take those 

performance ideas and collaborate with finance
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Linking IT Initiatives to Finance

ÅTry to tie together the primary things that impact the 

performance and costof business applicationsé

ÅTranslate the IT Benefits for finance:

Great IT Projects Can…Why does Finance care?

Reduce CPU = Improve Profit

Reduce I/O = Increase Cash Flow

Improve batch window = Lower Risk
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Linking IT Initiative to Finance

ÅUsing In-Memory optimization may reduce your CPU and  

I/O, but it wonôt appear on any balance sheet, 

ÅSoft Capping to reduce your R4HA is not a caption on the 

income statement, 

ÅButé
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Key Components

ÅCheck if your company has a standard template (use it!)

ÅBe prepared with the following
ÅExecutive Summary

ÅBenefits

ÅRisks and Mitigation

ÅFinancial Case

ÅRecommendation

ÅRemember your audience
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Executive Summary

ÅBusiness problem

ÅIdentify key assumptions

ÅSolution

ÅSponsor

ÅClearly state your recommendation
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Benefits

ÅIdentify the benefit

ÅKeywords for Finance:
ÅIncrease Revenue 

ÅRisk Mitigation

ÅOPEX Cost Savings

ÅCAPEX Deferral

ÅIncrease Productivity
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Assumptions

ÅFinance likes knowing ranges

ÅSensitivity Analysis 

ÅMetrics
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Risk and Mitigation

ÅAlways risk

ÅCompetitors

ÅDoing nothing

ÅDemonstrate that risks have been identified
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Risk and Mitigation

Sample Matrix

Risk Mitigation

Company is small
Company has solid financials, has been in business for 

years, and provides escrow

Will company be able to support us?
Company has great references and a support ecosystem 

including partners

Does the product work?
Company has performed a successful Proof of Concept in 

our environment and demonstrated quick wins

Lack of in-house resources
Company has professional services personnel to assist with 

implementation, training and ongoing consulting

Sample Matrix



© 2015 DataKinetics Ltd.   All rights reserved.

Financial Case

Does your finance partner ask you about these things using 

a stream of rapid fire acronyms?

ÅHigh ROI

ÅFast Payback

ÅBig NPV

ÅLarge IRR
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Understanding the lingo

Acronym Term Definition & Purpose

NPV
Net Present 

Value

Difference between present value of cash inflows net of cash outflows. NPV is used to 

analyze cash profitability of a project. NPV analysis is sensitive to the reliability of future 

cash inflows that an investment or project will yield (time & risk value). Discount rate 

impacts this. Several synonyms.

IRR
Internal Rate 

of Return

The Rate used that makes the net Present Value of Cash Flows from a project equal to 

zero. The higher a project's IRR, the more desirable it is to undertake. This is good for 

ranking multiple projects.

ROI
Return on 

Investment

A performance measure % used to evaluate the efficiency of an investment. ROI is the 

benefit (return) of an investment (cost).

Payback
Payback

Period

Length of time required to recover the cost of an investment. Longer payback periods 

are typically not desirable.
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Understanding the lingo

Useful references:

Åhttp://www.investopedia.com

Åhttp://glossary.reuters.com

ÅExcel ñHelp on this functionò

ÅYour finance friend

http://www.investopedia.com/
http://glossary.reuters.com/
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Financial Case

Now that we know what these acronyms mean, which of 

these metrics would your finance partner want most?
ÅHigh ROI

ÅFast Payback

ÅBig NPV

ÅLarge IRR

The typical finance answer is:  It depends.

They are all important, the trick is knowing which one is 

most important right now.
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It always depends because…

Financeanswers “It depends” to most questions because:

ÅPeople are compensated on different objectives / metrics
ÅShort payback

ÅLong term efficiency
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It always depends because…

People measure differently

ÅPublic companies are quarterly earnings driven; EPS 

(earnings per share) rules, so again short payback may 

be a winner

ÅPrivate companies; Cash is king! Best bang for the buck 

from an NPV perspective may win
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It always depends because…

People budget differently

ÅSome would prefer to see a purchase come out of 

Operating Expenses (OPEX) 

ÅAnother company may prefer Capital (CAPEX)

ÅSubscription VS Perpetual License
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Dilbert on Budgeting

Source: http://dilbert.com/strips/comic/2007-09-01/
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Financial Case

ÅGet your Excel out

ÅFinance most likely will have a template

ÅIt will probably look something like the 

model on the next page

ÅThis is just a simple summary

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       

Internal Rate Of Return (IRR) 43.2%

Payback (Months) 9                

Return on Investment (ROI) (Note:  Not present value view) 28.6%
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Financial Case – Illustrative Example

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

Internal Rate of Return (IRR) 43.2%

Payback (Months) 9

Return on Investment (ROI) (Note: Not present value view) 28.6%
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Recommendation

ÅRestate that this solution solves the problem, delivers on 

the benefits, risks have been mitigated, and the financial

case passes the test

ÅShow that this ties to the corporate or division or 

department goals ïmake it Relevant

ÅRestate the request
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Next Request For a Business Case

ÅCollaborate!  #ITFinance

ÅIntegrate financial parameters into the capacity 

management analysis

ÅUse both criteria to try and identify compromise solutions 

to simultaneously improve performance while fitting within 

financial limitations

ÅGood luck, and rememberé
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Closing Summary

Don’t view your finance partner like this

Source:  http://dilbert.com/strips/comic/2001-10-23/



Thank you for your time.

Randy McCoy, CPA, CA

Chief Financial Officer

+1-613-523-5500

rmccoy@dkl.com


