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Repeated and integrated legacy efficiency improvement for and
beyond IT is @ must

Continuing legacy efficiency improvements are key to maintaining innovativeness in enterprise
AT infrastructure and business operations

Legacy efficiency improvements can be maximized through an integrated approach from top to
bottom of the business operations.

Sustained legacy efficiency improvements follow a continuous control loop of identify - improve
- operate.
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Definition of Legacy: As soon as a business model, process, software, data format and/or infrastructure is
deployed, it is considered to be legacy.

W reduces the

Business processes legacy business Infrastructure legacy
= Accounting methods
» CRM Methods

= Compute hardware
(HR,asset = Storage systems

= Produ » Data centers

Know-how legacy: Employee knowledge on ‘how things work’ and ‘how to make them work’

Future of Legacy © 2010 IBM Corporation



Corporate legacy has positive and negative sides and forms a legacy
value stack

Legacy can be heritage or burden. Corporate legacy cuts across every
Technologies can help customers to identify aspect of the enterprise.
which legacy is heritage and which is burden, Therefore, it can only be addressed effectively
and help to take the appropriate actions to if it integrates Systems, People & Culture, and
handle legacy. Processes around an agile business and
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New and emerging technologies and new business realities are

changing the game. Technology enables constant & integrated
legacy efficiency improvement across Legacy Value Stack

Infrastructure

Virtualization

» Hybrid systems

+ Cloud

* Increasing infrastructure
reliability

* Ubiquitous network
availability

+ HW abstraction

+ Cost shift from acquisition
to operation

» Decoupling of apps and

HW via middleware, Java,

XML, etc

Technology aspects

IT Integration

- BPM

» Security

» Web 2.0

+ SOA

+ SaaS

» Business
resilience

* IT monitoring

* Network delivery

» Services inventory

» Application
consolidation

IT Analytics

+ Automated legacy
discovery

* Legacy Stack
Interdependency
identification

» Security needs
discovery

» Value modeling and
prediction

* Risk analysis methods

Technology and business realities lead to significant change in

priorities

Business aspects

Business environment

acceleration

Business agility increase
Smarter business
Globalization
Business model
innovations

IT budget pressure
Economic changes
Market fluctuations
Shift towards service
oriented business
models

Focus on constant Legacy Value Stack optimization by leveraging a range of the new and emerging technologies is a

must to maintain the capability to be innovative

Future of Legacy

Note: Enumeration of Technology ltems above is in non-closed form
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Extent of the problem: “Keep the lights on”- crunch
Majority of IT budget is spent for ongoing operations

[
I

IT Budget Trends: Keeping the lights on is becoming dominant!

“In 2009, approximately what percent of your company’s

IT Budget Allocation: 2008 Vs. 2009 overall IT spending will go ta:”

What percentage of your organization's projected worldwide IT budget, including capital and operating expenses,

1s devoted o the following? IT operating budget IT capital budget
allocation allocation*
2008 2009 32% |New T 46% | Software and
~ |initiatives hardware that
Ongoing IT Ongoing IT and projects creates new
" loperations ( loperations : business capabilities
58% | Ongoing 3
operations a T :
54% | Software and
sl i | hardware that
rmaintains current
IT capabilities
New IT )
. project . _broject
initiatives L initiatives I
Base: 1,019 North American and European enterprise
IT budget decision-makers
*Base: 889 North Amerlcan and European enterprise
Diata: 2000 InformationWieek Analytics Survey of Infc ionWeak 500 Executives ET hudget dedilm_.n‘akeﬁ w'“h mp“‘a{ udg:et km'ﬂdga

SOURCE: “The State Of Enterprise IT Budgets: 2009”, Forrester Research, Aug 2009

Example from a Dutch bank: ~ 80% of budget to keep lights on, 20% "new things" (today) - however,
in 2009 and 2010 there are ~10% budget cuts: That means "new things" will disappear and the
relative cost to keep the lights on becomes dominant.
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Optimum IT budget split: focus on efficiency & innovation — not
spending.

It is essential to focus on continual legacy efficiency
Improvement to stay innovative

Average efficiency & Inefficient IT & Efficient IT &
innovation low innovation high innovation

I

25%

% of IT budgets
spent on new
initiatives &
ongoing
operations

New
Initiatives

Ongoing
Operations &
Maintenance

Average Inefficient Efficient
Company Company Company
SOURCE: “The Economics of IT: Improving IT Budget Decisions”, David Metcalfe, Forrester Research, 2004 ?
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IT budget split: multi-year perspective — innovation becomes legacy

Legacy transformation, not budget growth, is the key enabler to remail

innovative

% of IT budgets
spent on new
initiatives &
ongoing
operations

Recurring cost of new
initiatives (e.qg.
maintenance fees,
depreciation, labor,...)
cause an increase in
the T-budget
percentage spent for
ongoing operations.
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recurring legacy costs

Year 1

New initiatives cause
recurring legacy costs
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Year 2

IT-Budget growth
to correct budget
split shift

Transform legacy
to innovation

Saving opportunity
by addressing
legacy

New
Initiatives

Ongoing
Operations &
Maintenance

This unwanted shift in IT-budget split needs to be compensated by either IT-budget growth,
or by reducing and/or transforming legacy.

Future of Legacy
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The Legacy loop: a control loop for constant, increased efficiency in

the Legacy value stack

The Legacy Control Loop implies that continued and repeated actions are a must.

Legacy
inventory

Legacy
Discovery

Identify
&
Qualify

>

Operate ‘H

Identify &
Qualify

Legacy Discovery
= Where is the legacy located (logical, physical) and
how business critical is it?
Legacy Inventory
= Keep track of legacy to enable proactive legacy management

Move / migrate legacy
= Mowe legacy to new software/infrastructure
= Help with business model & process migration
= Lewerage Cloud & SOA
= Wrap legacy code (example: new GUI)
Reduce the unnecessary
= Consolidate business critical legacy

Improve:
Leverage or Reduce

= Shut-down non-business critical legacy

Evolve
legacy

| o T
Emulate Eliminate

Evolve legacy
= Add functionality to legacy
= |everage data from/to other applications
= Free data from application lock-in

Manage )
legacy

legacy legacy

Emulate legacy
The ability to master the “Legacy Loop” has impact on... = Emulate code on newer hardware

. Abilityto change a business and react to market changes; = Use other business processes to implement functionality

Manage legacy
= Keep business critical legacy running
= Ensure legacy management resources (people, hardware)

= Ability to manage business operations in a changing environment;
= Ensuring that business critical applications keep running;

= Ability to differentiate. Avoid new legacy issues

= |egacy planning
= Legacy council (Make investments “Legacy proof”)

Operate
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The Legacy Control Loop: Identify & Qualify, Improve, Operate
Legacy

The legacy control loop can be applied selectively to one legacy class — even to
one single legacy item — but is more efficient when applied in the form of

Integrated Legacy Service Offering across several legacy classes.

i mggﬁfy ]
Qualify

Identify
&
Qualify

»

Operate

Addressing Legacy
Selectively

*--------------d~
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Addressing legacy via integrated
legacy service offering
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Integrated legacy service: Legacy Dashboard, Improvement and

Operations Suite

Assemble existing (and new) tools

to analyze the Legacy and address

the Improve & Operate aspects of
the Legacy Control Loop

Business process
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Future of Legacy
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Integrated Legacy Control Loop: Tools

Operate

Legacy Control Loop Benefit Prediction

p)

-’

$

Verify

N\ 7 N\ {7 )
Legacy Legacy Legacy
Dashboard / Improvement Operation
Workbench Suite Suite
= Legacy = Move / migrate » Manage legacy
legacy . :
Inventory Avoid new
= Legacy = Remove the legacy issues
Discovery unnecessary
= Ewvolve legacy
Plan “B}"‘

- /

it”

Monitor “
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Business Application Modernization Solutions which extend
legacy

MODERNIZE

/. |
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Extend Legacy Overview

IBM’s Business Application Modernization services provide a proven
approach to deliver business value and flexibility

Application Application Portfolio Assessment

Modernization
Roadmap Legacy to SOA Point of View

Client Benefits

&1) Aligned with Business

7y Value and strategy

Application Analysis &
Implementation Roadmap

Agile, flexible and

Application Understanding g
responsive

Driving.}

Application

Modernization

Implementation Application Data
Rationalization

Application Conwersion®

- Rationalized and
++*  consolidated

Server Workload Migration
& Consolidation - Lower cost and risk

Best Assets
Practices & Tools

Flexible Entry Points
Application Management

Industry
Expertise

* SOA enablement available

The entry point and progression will vary to meet client objectives and needs
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Extend Legacy Overview

IBM’s Business Application Modernization Services includes proven
accelerators which, if desired, are aligned with IBM's SOA Method

Reuses existing legacy code in the target solution

Pattern
driven asset
generation

pes em‘o\e

Impact
analysis
Component
Dependency Restructuring
analys

Model abstraction from
deployed functionality

Pattern
driven assét
inventory

Leverages functional DNA to identify candidate services

Defines the structure of components and interdependencies

Accelerates software discovery with proven methods and tools

Our business application modernization methods and
approaches are fully integrated within the IBM SOA Method —
Service Oriented Modeling and Architecture (SOMA)
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Management
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IT Strategy
Business Architecture
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Credit [ Allocate /& Ship N Send [N funds & B8

TEizEEs check Invoice

order

End-to—end Monitoring of
Business &systems

Governance

SAP ESA Legacy Data W/
(cics, H,
SAP SRM " h Stores

SAP XI/PI
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Extend Legacy Overview
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IBM’s Business Application Modernization services are flexible,
asset-based approaches that draw on engagement experiences

Focus on the most appropriate scope,
taking into consideration primary
challenges and preferred speed and
direction.

k‘.

= Full application portfolio or
S— cluster

=

= Global, Country, full
Business Model or specific
operating unit

18

IBM's assets and methods support
rapid start up and time to value

analysis.

Application Analysis
questionnaires and
measurement frameworks

Industry Business Models

Application Portfolio
benchmarks

Financial analysis & Return on
Investment models

SOA enablement frameworks
and reference models

Flexible Scope Assets & Accelerators

We can draw on thousands of
completed engagements of different
shape and size - experience that has
been harvested into our methods and
assets

= Client case studies
available to demonstrate
the value proposition

= Completed engagements
give us benchmarks and
insights on high value areas

= IBM’s experience of using
these approaches is an
outstanding view of what is
possible

© 2010 IBM Corporation
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Extend Legacy Overview

IBM can draw on an extended eco system of tools and assets with
IBM Research, IBM Software Group and our business partners

software
'YL I (N software

Helelogic

An IBM Company

y ML) QcasT
make BLUEPHOENIX
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# Relativity

MICRO
IjFI:II::LIE

We apply our modernization services to your specific technical requirements
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Extend Legacy Overview

Global skills and competencies ensure consistent delivery methods and quality
This reduces risk and enables optimal delivery models and teaming worldwide

Provides increased flexibility to meet project staffing, cost, and schedule challenges

0 IBM Canada ‘IBM North and South Europe
91BM USA
JIBM China
yIBM Mexico
IBM India &9
yIBM Brazil

. rd
QIBM Argentina IBM Australia vj
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Extend Legacy Overview
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Improve IT Governance Improve IT Processes
Governance structure Best Practices
Application portfolio Process transformation
management (SEI CMMI)
Demand management Methods
Measurements
“do the right things” DGR B U

well”

Improve Resource
Management
Best Shoring
—> Global Sourcing
Utilization
Sub-contractor
management

“do the right things
well”

Increased business agility

Reduction in maintenance
backlog by 30 - 50%

Cost reductions of 15 - 40% of
overall application budget

60% increase “on time &
budget” project delivery

15% reduction in high impact
“severity 1” issues and
accelerated resolution time

25% additional “value creation”
project time at no additional cost

IBM has engagement-proven approaches, methods, skills and tooling to support our clients throughout the end-to-
end application modernization process.

21
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Extend Legacy Overview

Vast experience in technologies and platforms underpins our
business application modernization capabilities

PLATFORMS (OS: Unix, Windows, Linux, z OS, MVS, 0S/2, i5/0S(0S400))

Unisys HP Fuijitsu Sun Wintel BM
COBOL ] | DB2
Natural — — ADABAS
PL1 — — IDMS
= Modernization I
VB — Capabilities - Sybase
PB — —  SQL Server
JAVA — — VSAM
C/C++ — - IMS — DB

Assembler — | | | |

JCL CICS MS-DC IMS-DC

JCL and TP
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Extend Legacy Overview
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A comprehensive end to end portfolio of
Business Application Modernization,
proven in thousands of client modernization
programs worldwide

Experienced consultants, architects and
subject matter specialists, working in 71
client service centers worldwide

Methods and assets that enable
consistency and repeatable quality
focused on successful modernization
outcomes

Backed by intellectual capital, templates
and best practices that can accelerate
time to value

Provide high-value business and IT consulting,
architecture, design and implementation
services leveraging vast internal and external
experience

IBM employees in 75 countries, serving clients
in 170 countries worldwide

200,000: IBM Global Services employees

300: U.S. patents granted to IBM for
SOA-related products

11: IBM SOA centers of excellence worldwide

50: contributions to SOA-specific open
source projects

50: SOA-based standards committees to
which IBM contributes

© 2010 IBM Corporation
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Extend Legacy Overview

“L. o insensato es hacer las mismas
cosas una y otra vez y esperar
resultados diferentes”
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