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Founded in 1992, Integrated Management
Associates (IMA) is a full service Global
Management Consulting and Training company.

It provides to its clients best practice knowledge
and expertise through;

= Management Consulting
= Information Technology Infrastructure Consulting
* Project Management Implementation Consulting

* Project Management Seminars
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Agenda

¢ Issues Facing CxO's

* Resolution - Project Portfolio Management
* Reasonsto adopt Portfolio Management

« Evauation Methods

¢ TVO&ROI
« Baseline
¢« Q&A
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I T Budaget Approval

Managers tried new approach at end of year
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Issues

« Drivetop quality + Reduce Cost

« Start new projects « Stop projects that aren't
working

« Standardize « Shrink infrastructure
investments

* Bestrategic « Minimize development
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Traditional Evolutionary Stages of IT to Business

Service-Order Business Businesswithin  Full Business
Taker Enabler aBusiness Integration

« IT not considered  + Support Growth + Cost & + IT Managed as a
strategic supporting | poponco Performance Business
Business growth Profitability Standards + Manages Portfolio

+ Cost Management ., » ressive IT ’ 238:1 me:rzl;?

+ Operational Investments P
Efficiency . + Comparison to

Balfinced Scorecard External World:
+ Benchmarking Projects
+ Downsizing
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The Compounding of Technology vs Business use of Technology Costs
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Reasons to adopt Portfolio Management

«  Businesses haveinvested too much on technology and seen too
littlereturn. 1T investments are falling short of corporate goals.

« T organizations can select best projects for the business and not
just keep up with demand for technology innovations.

« IT focused too much on home run technology - the “Killer
App”.
«  Standish Group Study
* 9% technology investments completed on time, on budget &
scope
* 29% completely failed (wasting $80- $145hillion)
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The portfolio management process
« Continuous management:
«  “Static" assets (existing applications hardware, etc.)
« “Active" assets (projects, etc).
¢ Continuous analysis
*  New opportunities
* Performance of existing assets

« Interaction of devoting resourcesto new
opportunities.
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The IT portfolio consists of:

« Application systems, products, and suites - either COTSor in-
house

* Processing hardware infrastructure and operating systems
* Network equipment and software

* Services (including consultative)

« Distinct technology products

* Humanresources- internal and external contract

« Datalinformation

January 15, 2003 WWW.IMA-PM.COM Number 10

IMA  Integrated Management Associates

Thereisalso an I T project portfolio, which includes projectsthat :
«  Expand the portfolio

*  Renew elements of the portfolio

«  Correct problems within the portfolio

Other, less tangible portfolio holdings include:

»  Knowledge and experience embedded in people, processes,
systems, and databases

» Intellectua and innovation capital
¢ Customer/user assets
* Relationship assets
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Project Attributes for Portfolio M anagement

On-time behavior
On-cost behavior Project
On-scope behavior Management

On-value behavior (includes benefits trajectory along with expected value)
Risk level
Behaviors trend . .
X . Project Office
Intraproject portfolio impact
Portfolio impact
Revaluationtriggers
Thresholds of tolerance for deviation from plans Business Driver

Management tempo and funding model (from traditional to venture)
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Measuring I T Value

Businesses are under alot of pressure to justify the I T budget and
put ameasure on value that may not be obvious.

Oneway to make the value of IT more obviousis to adopt a
logical, repeatabl e framework—a valuation methodology.

Adoption of avaluation methodology helps:

« Establish aclear connection between I T and business strategy,
« Link technology initiatives to shareholder value,

» Facilitate negotiations with the CFO,

« Ultimately optimize the budget for I T and spend it whereit
does the most good.
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Valuation M ethodologies
Traditional

These methodol ogies have their roots in the world of financial
measurements, with | T -specific metricsand attemptsat risk
assessments.

« Economic Value Added (EVA)

« Total Cost of Ownership (TCO)

« Total Economic Impact (TEI)

* Rapid Economic Justification (REJ)
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Valuation Methodologies

Qualitative Methods (Heuristic)

These methods attempt to round out quantitative measures
with subjective and qualitative inputs to assess the value of
peopleand processes.

» Balanced Scorecard

« Information Economics (IE)
« Portfolio Management

* IT Scorecard

January 15, 2003 WWW.IMA-PM.COM Number 15

IMA  Integrated Management Associates

Valuation M ethodologies
Probabilistic Methods

These methods use statistical and mathematical modelsto
calibraterisk withinarange of probabilities.

« Real Options Valuation (ROV)
« Applied Information Economics (AIE)
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Tota Value of Ownership (TVO)

Includes Both
Technology & Business
Metrics

Vaue = Benefits— Risk
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TVO Provides
1. Metrics for assessing the Technology delivery system(s)
2. User productivity and business revenue impacts and/or benefits

3. Measurement of realistic IT delivery service levels supported by a
balanced TVO (IT &Business)

4. Payback period (ROI) for the proposed Technology delivery
system(s)

5. Indicators for the justification of management software and/or
support personnel based on productivity improvements seen in the
business units
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Why TVO?

W eI | Competitive
Where Do
YouWant To
Go?
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Business Community Productivity

Technology Application

$
Productivity
Improvement
Productivity
Potential
Productivity
Impact
SLA = 100%
SLA = 98%
’ Access To Information
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o

Business Cost/Benefit Elements
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Levelsof TVO

Component Focus Example

Hardware Technology CPU, Storage, Server, Network
Software Technology 0OS, DB, Ntwk., Shrink-Wrap
Support Technology Ops., Tech Supt., Consulting
Availability Business User, Outage | mpact
Performance Business User, Productivity

Recovery Business User, Restoration
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Basdline

Building an IT Portfolio Approach Starts With the
Baseline ROI based on TVO

Current Systems & Proposed Projects

¢ Hardware * Recovery
» Software * Performance
* Personnel * Availability
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ROI based on TVO of Proposed Solutions

Looking solely at IT
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ROI based on TVO of Proposed Solutions

Looking at IT & Business
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Portfolio Component Cost Comparison

Integrated M anagement Associates

Portolo ProjectProposed
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TVO Process Implementation

Facilitated Capture & Analysis
of Business & IT Knowledge

%

Current State
Start =™ Assessment —™

(Baseline)

A

Proposed Initiatives

«Decision Points
*What-If Analysis

4

On-going
Support
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| Can be Reached at;

Main  (508) 655-4360
Direct (508) 528-7639
Fax  (508) 655-6540
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"<

E-mail Billc@ima-pm.com
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