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FIN – Template – Sample Business Case

IBPL Sample Template
Sample Business Case
 This example cost savings analysis was developed to indicate the types of factors that could be considered in developing an ITAM business case.

Summary of Savings Identified

	Business Objective
	Initiative
	 Current State Cost 
	Savings Type
	Conservative Savings  Opportunity
	Aggressive Savings Opportunity
	 Conservative Cost Reduction 
	 Aggressive Cost Reduction 

	Implement a Software License Compliance Management Capability
	Reconcile purchased licenses with proof of purchase documentation and with installed (discovered) inventory.  Conduct Physical Inventory.  Secure license and media.
	 N/A
	Risk reduction
	 
	 
	 $617,000 
	 $1,841,000 

	Implement an IT Vendor Management Office (VMO) for Best Practices
	Leverage existing vendor agreements and manage contracts
	 $100M 
	Tangible
	1.0%
	5.0%
	 $1,000,000 
	 $5,000,000 

	Implement Full Life-cycle Management of Software Licenses
	Eliminate software license over-purchasing
	 $10M 
	Tangible
	3.0%
	10.0%
	 $300,000 
	 $1,000,000 

	Implement Full Life-cycle Management of Software Licenses
	Software utilization monitoring
	 $5M 
	Tangible
	5.0%
	10.0%
	 $250,000 
	 $500,000 

	Implement Full Life-cycle Management of Software Licenses
	Optimized Budgeting and Forecasting
	 $180,000 
	Tangible
	50.0%
	100.0%
	 $180,000 
	 $180,000 

	Implement Full Life-cycle Management of Software Licenses
	Automated Distribution of Approved Software Applications
	 $930,390 
	 
	75.0%
	95.0%
	 $697,793 
	 $883,871 

	Implement full Hardware Lifecycle Management
	Consolidation of multiple computers
	 $1.11M 
	Tangible
	 
	 
	 $1,079,500 
	 $1,242,000 

	Optimize IT Procurement Process
	Optimize non-standard software procurement process
	 $180,000 
	Tangible
	50.0%
	100.0%
	 $90,000 
	 $180,000 

	Optimize IT Procurement Process
	Reconciling Invoices to Contracts
	 $360,000 
	Tangible
	10.0%
	25.0%
	 $36,000 
	 $90,000 

	Optimize IT Procurement Process
	Procurement reporting
	 $2.7M 
	Tangible
	5.0%
	10.0%
	 $135,000 
	 $270,000 

	Optimize IT Procurement Process
	Verification of Goods Received
	 $180,000 
	Tangible
	5.0%
	10.0%
	 $9,000 
	 $18,000 

	Reduce Cost of Application Development and Maintenance
	Repository and Documentation Management
	 $1.8M 
	Tangible
	35.0%
	50.0%
	 $630,000 
	 $900,000 

	Software lifecycle management
	Redeployment and acquisition planning
	 $1.8M 
	Tangible
	10.0%
	25.0%
	 $180,000 
	 $450,000 

	Total Annual Cost Savings After Transition Period:
	 
	 
	 
	 $     5.205M 
	 $  12.554M


Supporting Analyses for Cost Savings

Implement a Software License Management Capability
MYTHICAL INDUSTRIES does not have a software license management process or a facility for reconciling software licenses purchased versus those that are installed.  If an external software audit were to be conducted it is very probable that Mythical Industries would not be able to properly identify supporting proof of purchase and asset ownership information.  

Several of Mythical’s Employees stated “We know employees use unlicensed software.  We hear about it all the time.”  Another individual reported that “I’m responsible for tracking server licenses in a spreadsheet, but we are months behind and we just keep on buying”.  This anecdotal information, when coupled with the fact that license media has been distributed to end-user organizations over a period of many years, becomes a strong indicator that unlicensed software is currently in use.  

According to a 2004 Gartner Strategic Planning Assumption, from now through 2006, 40 percent of midsize and large enterprises can expect an external software-licensing audit (0.7 probability).  IAITAM has conducted research of public records and evaluated software enforcement activity over the last three years and has concluded that enforcement activity for license agreements has increased.  California ranks highest in reported enforcement activity and settlement amounts out of the 50 United States.

Using data from actual settlements negotiated in 2003 and 2004, IAITAM has prepared a conservative estimate of costs that would be incurred in a typical audit scenario:

	Software Title
	Unbundled MSRP
	Conservative Shortfall
	High Shortfall
	Conservative Penalty
	High Penalty

	Microsoft Access
	 $       339.00 
	              200 
	              600 
	 $       67,800 
	 $   203,400 

	Microsoft Project
	 $       339.00 
	              200 
	              600 
	 $       67,800 
	 $   203,400 

	Microsoft Visio
	 $       339.00 
	              200 
	              600 
	 $       67,800 
	 $   203,400 

	Adobe Acrobat
	 $       424.00 
	              200 
	              600 
	 $       84,800 
	 $   254,400 

	Winzip
	 $         89.00 
	              200 
	              600 
	 $       17,800 
	 $     53,400 

	 
	 
	 
	 
	 
	 

	True-up license cost
	 
	 
	 
	 $     306,000 
	 $   918,000 

	Negotiated fine
	 
	 
	 
	 $     612,000 
	 $1,836,000 

	Legal Fees
	 
	 
	 
	 $         5,000 
	 $      5,000 

	Settlement Cost
	 
	 
	 
	 $     617,000 
	 $1,841,000 


Assumptions:

· Based upon a total of 20,000 desktop computers included in audit.

· Conservative estimate assumes 1.0% of systems non-compliant, with an average of five non-compliant licenses, or similar combination.

· Conservative estimate assumes 3.0% of systems non-compliant, with an average of five non-compliant licenses, or similar combination.

· A negotiated multiplier of 2.0 to compute fines.  This multiplier is based upon IAITAM’s experience and was confirmed with a third-party law firm specializing in license audit defense matters.

· Cost avoidance estimate does not include Mythical Industries outside council assistance, lost staff time due to disruption, lost staff time to conduct audit and negotiate settlement.

This amount represents the potential cost to Mythical Industries if a software license management program is not instituted.  Cost avoidance can be realized once a program is in place that will allow Mythical Industries to track license purchases and reconcile against license installations.  The cost savings represent recovery of 100% of all potential fines or penalties with a software license management process and integration to an asset repository for tracking.  Ironically, most companies who settle these matters agree to implement a proactive software compliance program as a condition of the settlement.
Implement a Vendor Management Office (VMO) Capability
Mythical Industries does not have contracts consolidated in one system and tied to the appropriate assets.  Contracts are not available, but must be reviewed in hardcopy format.  IT personnel are not familiar with contract terms and conditions because of the difficulty in finding and understanding paper contracts.  Best Practices are not encouraged or expected because there is limited interaction and consistency of the current vendor management process.

In addition, in the current state, any business unit can negotiate specific terms and conditions and “one-off” agreements with minimal coordination or approval.  Market analyses of pricing and use “best alternatives” are not consistently applied.

As an example:  In 2000 an agreement was put in place with XYZ software.  The total contract value of this agreement had no cap and was lacking key terms and conditions.  This has had the following result:

· The vendor increases maintenance on a year to year basis, without contractual limits

· There is inconsistent support for the product

· The opportunity to gain volume licensing discounts was precluded

Cost savings represents a reduction in contract expenses due to better leveraging of existing contracts.  Additional savings that will be realized include more proactive management of assets under contracts.   This cost reduction will depend on the implementation of a VMO team approach, ITAM Repository with documentation management functions and development of consistent processes and measurements.  Cost savings represent 1.0% to 5.0% of all current contracts under management.

Elimination of Software Over-purchasing

Use of an IT asset ownership repository for license assignment will allow portfolio management of license deployment and enable strategic purchase and vendor consolidation decisions.  For example, being able to identify “shelf-ware” and out of maintenance licenses in order to reduce new purchase amounts.  These savings are based upon total annual software spend and conservatively are estimated at 3.0% to a high-end estimate of 10%.
Monitor Software Utilization

In a large organization it is typical to find that software is installed and used for a period of time after which it falls into disuse.  In another scenario, an application software package is purchased and installed for a particular project and is no longer needed after completion.  By monitoring utilization the software asset manager can be triggered to uninstall the software and place it back into the inventory for re-deployment.  These savings can be estimated as 5-10% of annual desktop software spends.

Optimize Budget and Forecasting Process

Today, IT product managers and other personnel are responsible for reviewing and maintaining accurate forecast for future spend cycle projection and tracking along with actual spend from previous cycles.  In most cases significant staff time is applied to gathering and tracking these data.  

Mythical Industries struggles with reconciling and forecasting asset charges from an administrative perspective.  Information needed to create budgets and forecasts is not readily available.  Implementing processes and procedures and an external asset repository that is integrated with auto-discovery would benefit Mythical Industries since it would allow for information to be maintained in one location and would allow users to extract information based on user-defined criteria.  

Mythical Industries has also identified that equipment is purchased and maintained in distributed inventory locations.  Has inventory has been disposed of in the past without cost recovery or redeployment of assets?  The cost savings represent savings associated with improving the use of inventory and ensuring that excess inventory is not maintained without a business need.  These savings are estimated to reduce reporting efforts by a minimum of 1.0 FTE.
Automate Software Distribution and Removal
Implementing an automated software distribution mechanism will allow Mythical Industries to dramatically reduce labor associated with software installation and assistance.  

Rationale for Savings:

There were two factors considered:  

1. The cost of software installs performed by technicians when redeploying or replacing desktop  systems.  In at least 50% of the redeployments, field technicians are requested to re-install one or more application software package.

2. Individual requests to the Service Desk for software installation and assistance.

3. These savings are costs based only upon actual service request history.  Non IT End-user labor was not estimated, but should be considered as an additional intangible benefit.

Supporting Information and Calculations:

These estimates use actual incident data from the IT Service Desk:

	Assumption
	Qty
	Dimension

	 
	 
	 

	Average effort to complete field software installation
	1.41
	Hours

	Software installation requests during last 12 months
	4474
	Requests

	Other miscellaneous software installation services
	1845
	Hours

	Desktop redeployment requests during last 12 months
	1632
	Requests

	 
	 
	 

	Total software installation effort:
	9304
	Hours

	Total IT Software Installation Cost
	 $930,390 
	Annual Support Labor

	 
	 
	 

	Conservative Savings Estimate:
	 $697,793 
	75%

	Aggressive Savings Estimate:
	 $883,871 
	95%


Eliminate Assignment of Multiple Computing Devices

An analysis of asset information indicates that there are 510 Mythical Industries employees with three or more computers assigned for their use.  The combined total desktop and laptops assigned to these users is 1,850 of which 678 are laptops.  The factors for these savings are as follows:

1. Contract labor is used to perform the consolidation effort.

2. Completion of consolidation is constrained to year end 2005 in order to realize cost reductions as soon as possible.

3. Contract labor is estimated based on current Mythical Industries redeployment metrics of 4 hours per redeployed system and $50.00 / hour labor rate.

4. Project management performed by Mythical Industries.

5. All users will receive a laptop, the remainder systems may be used to supplement inventory, but the majority will be disposed of.

	Activity
	 

	Number of employees with 3 or more computers:
	510

	Total laptops and desktops assigned to this group:
	1850

	Subtotal desktops:
	1172

	Subtotal laptops:
	678

	 
	 

	Cost to redeploy:
	 

	Four subcontract FTE @ 6 months
	 $   300,000 

	Project Management:
	 $     50,000 

	 
	 

	Excess inventory after consolidation:
	1500

	Monthly aggregate support costs per system:
	 $           69 

	Annual savings:
	 $1,242,000 

	Average disposed system revenue from disposal firm
	 $         125 

	Cost recovery from disposal of excess systems:
	 $   187,500 

	Total Year 1 Savings
	 $1,079,500 

	Total Year 2 and ongoing Savings
	 $1,242,000 


Optimized IT Procurement Process
Streamlining the current requisition and procurement processes and implementing an IT asset repository with web front-end abilities will reduce the amount of effort that is currently expended completing requisition and procurement related tasks, including data reentry.   Additionally, Mythical Industries will realize cost savings since migrating to one single application will reduce the number of individuals required to support the various applications currently used.  Financially, there are setup costs associated with improving processes and implementing an external asset repository.  These costs will be offset by the improved efficiency and customer satisfaction, as well as the ROI.  Mythical Industries could assume that the total effort required for procurement tasks could be reduced by 1% to 2%. 
Using Ownership Repository Functionality to Increase Invoice Reconciliation Efficiencies

There are approximately 14 FTE assigned to the process of reconciling vendor invoices for IT assets against purchase records, goods received records and contracts.   This requires an excessive amount of telephone and email work to accomplish three way match needed to reconcile.  In addition, comparison to agreement terms is difficult and error prone since most contracts are only available as paper.  By using the document management, inventory management and reconciliation functions of the proposed IT asset repository, the labor associated with performing the reconciliation can be reduced by 10-25%.  An intangible benefit which also must be considered will be the accuracy and increased ability to identify overpayments and errors.

Eliminating Illegal File Downloads and Sharing

Mythical Industries will avoid costs due to copyright infringement claims by instituting stronger policies, employee awareness, enforcement and an automated scanning and removal system to ensure that illegal downloading of music, video and other protected content are not loaded on Mythical Industries equipment.  Mythical Industries has already invested in an Asset Management discovery tool which can be configured to detect and remove such content.

A spot check of a Mythical Industries discovery data detected multiple shared music (MP3) files.  The Recording Industries Association of America (RIAA) has been increasing the aggressiveness of its enforcement activities.  While hundreds of lawsuits are targeting individuals, many companies are targeted as well.  The civil penalty for such copyright infringements is specific by US Code Section 17 as $150,000 per title infringed.  *In 2002, an Arizona based technology company settled out of court for over $1.0M when it was reported that employees had set up a music file sharing server on a company server.

*A company that allegedly operated a music server has agreed to pay up rather than face a lawsuit., Information Week, 4/10/2002,  David M. Ewalt 

Reduce Ongoing Cost of Application Development and Support

There currently are eight FTE providing support for custom applications, plus approximately two FTE providing support for web interfaces to custom applications, the ERP system and SQL database tracking. After the initial repository deployment, it is estimated that these resources can be reduced by 50%.  This is based upon the following assumptions:

1. Eliminate internal application development that is not necessary when purchasing commercial IT asset management products.

2. By purchasing commercial products, Mythical Industries will gain access to commercial functions and regular technology improvements that would not be realized through home-grown efforts.

3. The ongoing cost to support and enhance these products will be greatly reduced over time.

4. An estimate of the application development and support costs was developed as follows:
10 FTE * 1800 hours * $100.00/hour = $1.8M,  Net Reduction will be 50% = $900k.

Implement Full Life-cycle Management of Software Licenses
With the implementation of software license management processes and an asset repository, Mythical Industries will be able to realize savings from the redeployment of software from inventory and disposed equipment.  Based upon an average replacement rate of 33% per over 20,000 desktops, the cost savings represents 4-8% of what Mythical Industries currently spends due to the re-ordering of software.

Estimated Implementation Costs

Sample Implementation costs for an organization with 20,000 assets and 100 in-scope IT personnel.  This plan assumes an 18 month implementation window.  The estimates are based on typical list prices of commercial repository software and typical professional services fees.

	Cost Category
	Type
	 Qty 
	 Unit 
	 Year 1 
	Year 2

	Software License
	 
	 
	 
	 
	 

	ITAM Ownership repository base license
	Server
	             1 
	 $100,000 
	 $   100,000 
	 

	End-user Repository  Licenses
	End-user
	           50 
	 $  10,000 
	 $   500,000 
	 $   500,000 

	Mobile / Wireless Adapters
	Server
	             1 
	 $  50,000 
	 $     50,000 
	 

	ERP System Adapters
	Server
	             1 
	 $  50,000 
	 $     50,000 
	 

	Other Adapters
	Server
	             1 
	 $  50,000 
	 $     50,000 
	 

	UNIX Discovery Tool and Agents
	Server
	             1 
	 $  50,000 
	 $     50,000 
	 

	Automated request management
	Server
	             1 
	 $  50,000 
	 $     50,000 
	 

	Software utilization monitoring
	Server
	             1 
	 $  50,000 
	 $     50,000 
	 

	Total Software Licenses
	 
	 
	 
	 $   900,000 
	 $   500,000 

	Software Maintenance
	Annual
	20%
	 
	 $   180,000 
	 $   280,000 

	Implementation Services
	 
	 
	 
	 
	 

	Installation
	Days
	           10 
	 $    2,000 
	 $     20,000 
	 $     20,000 

	Configuration and initial load
	Days
	           20 
	 $    2,000 
	 $     40,000 
	 

	Integrations
	Days
	           50 
	 $    2,000 
	 $   100,000 
	 $   100,000 

	Project Management
	Days
	           20 
	 $    2,000 
	 $     40,000 
	 $     20,000 

	Total Implementation Services
	 
	 
	 
	 $   200,000 
	 $   140,000 

	ITAM Tools Training
	 
	 
	 
	 
	 

	System Administration
	Days
	             5 
	 $    3,500 
	 $     17,500 
	 

	Interface and Integration
	Days
	           10 
	 $    3,500 
	 $     35,000 
	 

	End User Training
	Days
	             5 
	 $    3,500 
	 $     17,500 
	 $     17,500 

	Total Tools Training
	 
	 
	 
	 $     70,000 
	 $     17,500 

	Professional Services Other
	 
	 
	 
	 
	 

	Physical Inventory and License Audit
	Days
	           30 
	 $    2,000 
	 $     60,000 
	120000

	Process development and transformation
	Days
	           30 
	 $    2,000 
	 $     60,000 
	120000

	Policy implementation
	Days
	           20 
	 $    2,000 
	 $     40,000 
	 

	Certification, Planning and Advisory Services
	Days
	           20 
	 $    2,000 
	 $     40,000 
	80000

	Travel and Living Expense
	Per Diem
	 $      100 
	 $      325 
	 $     32,500 
	 

	Total Professional Services Other
	 
	 
	 
	 $   232,500 
	 $   320,000 

	Internal Labor
	 
	 
	 
	 
	 

	Software Asset Manager
	Days
	115
	 $      800 
	 $     92,000 
	 $   184,000 

	Hardware Asset Manager
	Days
	115
	 $      800 
	 $     92,000 
	 $   184,000 

	Project Manager
	Days
	115
	 $      800 
	 $     92,000 
	 $   184,000 

	Communications Specialist
	Days
	40
	 $      800 
	 $     32,000 
	 $     64,000 

	Technical Writer
	Days
	60
	 $      800 
	 $     48,000 
	 $     96,000 

	Business Analyst
	Days
	115
	 $      800 
	 $     92,000 
	 $   184,000 

	Systems Specialist
	Days
	115
	 $      800 
	 $     92,000 
	 $   184,000 

	Report Analyst
	Days
	60
	 $      800 
	 $     48,000 
	 $     96,000 

	Programmer
	Days
	115
	 $      800 
	 $     92,000 
	 $   184,000 

	Total Mythical Industries Labor
	 
	 
	 
	 $   680,000 
	 $1,360,000 

	 
	 
	 
	 
	 
	 

	Total Program Implementation Cost
	 
	 
	 
	 $2,262,500 
	 $2,617,500 


Page 1 of 11
Copyright IAITAM © 2008

Version 2.0

