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EXECUTIVE SUMMARY

Why should a small business depoy anenterprise resource plaming (ERP) system? Among those that
have done so, simple answers emerge. To improve efficiency and reduce costs. To respond fager and
more effectively to customer needs and market conditions. To grow. Capahilitiesthat have berefited
larger companiescanprovide new and powerful forms of competitive differertiation to small busineses

Thisreport deak with anew way of reaizing such gains ®OracleOSD Edwards EnterpriseOne ERP
system,depoyedon the IBM Systemi platform. Until recenly, both of these were emgdoyedprimarily in
midsizeand large companies

Two recert developmerts, however, have changedthis picture. First, OracleO#\ccelerate program
ermablessmaller companiesto implemert precanfi gured industry-specifi ¢ EnterpriseOne solutionsin a
fraction of thetime, atafraction of the cost of conventional ERP dedoymerts.

Secad, IBM introducednew, aggressively pricedertry-level models of the System i platform, the 515
and 525, in April 2007. Thisreport focuseson the 515, whichis aimedat organizati ons with fewer than
40 users Lowerlong-temrm operaing costs arecombinedwith acquisition and startup costs that are
competitive with those of Intel-based Windows servers equipped with Microsoft SQL Sever.

Thisisillustrated by comparisons of configurations, staffi ng levels and costs for EnterpriseOne systems
in threeprofile companesbahomehuilder, a marnufacturer and a distributor Bwhich are presertedin this
report. These companiesemploy from 50 to 150 peagple, and have between15 and 35 systemusers

Cost comparisons show the following reaults:

¥ Startup costs, including hardwareand software acquisition, installation and setup, average
$22,039 for Windows server and $22,661 for System i 515 platforms. For practical purposes
startup costs arethe same.

¥ Operating costs, including hardware maintenance, software support, and personnel for system
and database administration, show wider variancesover athreeyearperiod. Windows server
costs average $98,160, while Systemi 515 costs average $51,822; i.e. 47 percert less.

Maintenance costs for Windows and System i 515 platformsare gererally similar, while software
support costs for the latter are marginally less. Full timeequivalent (FTE) staffing for System i
ernvironmertsis, however, less than half that for Windows server equivalents. Thisis reflectedin
signifi cartly lower personnel costs.

¥ Overall costs, including startup and three-year operatng costs, average $120,199 for Windows
server and $74,483 for Systemi platforms i.e. Systemi 515 costs are 38 percert less.

These costs are for underlying server and database platformsand do not include costs of acquiring,
implemerting and supporting EnterpriseOne applicatons software. They highlight, however, the factthat
the Systemi offers EnterpriseOne usersthe potertial for significart cost savings over time.

Cost savings, however, isonly partof the picture. Companesthat have depoyed EnterpriseOne on the
Systemi report that it also off erssuperior levels of availahility DPmearing the akility to maintain high
levels of uptime, oftenon a 24x7 bagsBand of stahility, security, and backup and recovery capahility.

The combination of EnterpriseOne and the Systemi platform represents anopportunity for small business
not only to acquire the functionality of anenterprise-class ERP system, but also to deliver the same
quality of serviceto customers and partnersastheir larger competitors.
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IBM SYSTEM | PLATFORM

Core Strengths

Overview

For more than 20 years the IBM Systemi and its predecessors have beenamong the most popular
systemsemployed by midsize companiesto run their core business applicaions. More than 250,000 are
installed worldwide. More than 2,000 EnterpriseOne usersrun their systemson this platform.

The continued appeal of the System i reflects multiple factors. Oneisthatit hasevolvedto implement
newtecmologies It employsindustry-leadng reducedinstruction set computing (R1SC) processors, and
supports the industryOsrincipal open systemsstardards, including SQL, Java, Web Senices PHP ard
the full Internet protocal stack There have beenno lagsin tecological currercy.

A secand factor hasbeenthat the charackeristics of the Systemi make it particularly attractive to small
and midsize userswith small 1T staffs and limited resources

A highly integrated operating environmert, simplified administrator interfaces extersive auomaion, and
distinctive strengths in availaklity, security, virus protection and other areasshield usersfrom mary of
the complexitiesof Windows server ervironmerts. As aresult, many of the problemsassociated with
these do not arise, and mary of the costs characteristic of Windows server operations arenot incurred

With the model 515, initial startup costs for EnterpriseOne depoyment are also, asfigure 1 illustrates
competitive with those of Windows servers.

Figure 1

Startup Costs for IBM System i and Windows Server Platforms
Supporting EnterpriseOne Systems: Profile Companies

DISTRIBUTION COMPANY

Windows Server - | | 23L438
IBM System i | [ [ [ [ [ ;l 25,409
MANUFACTURING COMPANY
Windows Server — ‘ ] ] 21,644
IBM System i ] ‘ I‘ | 22,349
| T
CONSTRUCTION COMPANY
Windows Server — ‘ | ‘ | 21,036
IBM System i | ‘ j j | jl 20,224
$0 $5,000 $10,000 $15,000 $20,000 $25,000 $30,000
[0 System B Hardware [ISoftware Olinstallation & setup

Becawse IBM Systemi hardwareand i5/0S operatng systemsoftware arepriced asa package, only a
single System cost for these is shown. The bass of these calculations is describedin the Detailed Data
section of thisreport.
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Platform Differ entiators

From atechmical pergective, the Systemi platform incorporatesmultiple elements. The core system
architecureis derivedfrom earlier IBM iSeriessystens. Itsimplemertation leveragesthe performarce
capmbhlitiesof IBM POWER RISC tecmology. Other components include virtualizaion, systemand
workload mamagemert, and availahility optimizaton featuresdrawn from mainframe systems.

The System i platform is significartly differertiated from Windows server ervironments. Thisis
particularly the cas in the following areas

¥

Integration. The Systemi operating system,i5/OS, includesnot only core operaing system,
functions, but also WebSphere Application Server, the DB2 database, and tools for system,
storage, backup and recovery, communications, secuity, operations and other maragemert tass.
The< are closely integrated and share common administrator interfaces

Equivalent functionality in Windows server ervironments typically requiresthat usersacquire,
install, configure and administer multiple software products, oftensourcedfrom differert
verdors. Thisincreagsdepoyment complexity, and tends to creat administrative and support
challengesthat are greaer thanthose facedby System i users

Automation. The core Systemi desgn is built around an objectbasedkerrel in whichall system
resourcesaredefined and maraged asobjects. The kernel also incorporatessingle-level storage
camhlity, which allows the systemtreas all storage resources including main memory and
disks, asasinglelogical entity.

One key berefit of these featuresisthat tasks, whichin other environments would require manual
interverntion, arehandled auomaically by the system Further gains in administrator productivity
arereaizedby i5/0S managemert tools, and by advanced auonomic capahilitiesbmearing the
applicaton of artificial intelligencetecmologiesto I T administration and optimizaton tasks.

Availability. Organizatons that have ded oyedkey business applicaions on the System i platform
typically enjoy significartly higherlewvels of uptimethan Windows server users Thisis because
distinctive availahility featuresarebuilt into hardware and i5/0S, and because the simplicity and
integration of the overall Systemi environmert reduce the potential for errors.

Risks of server crasesare thus significartly lower. In addition, the amount of plamed downtime
for such taks ashardware and software upgradesand scheduled mainteranceistypicaly only a
fraction of that requiredfor Windows server ervironments. This not only minimizesinterruptions
of service, but also reaultsin further savingsin staff time.

Searity and virus protecion. Windows is the operaing systemmost frequently targeted band
peretrated Dby hackersworldwide. i5/0S usersaregenreraly less vulnerabie.

During 2006, for example, the U.S. National Vulneralility Database, operatd by the National
Institute of Standards and Technology (NIST), recorded 39 new vulnerakilitiesfor Mi crosoft
Windows Sener 2003. Of these, 21 were rated asOligh vulnerablity,Othe NIST category for the
most severe exposures.

In comparison, the Database hasrecorded no vulnerabilitiesfor i5/0S or its predecessor, OS/400,
sincecollecion of statisticsbeganin 1992. Although therearevariations in definition of
vulnerablitiesbetweendifferent databases other security sourcesconfirm wide disparities
between Windows and i5/0Sin thisarea

International Technology Group



Similarly, there aremore than 100,000 known Windows viruses and the numberisincreasng
rapidly overtime. In comparison, thereare no known native i5/OS viruses Thisis, to some
extent, because i5/0S is less well-known. Distinctive Systemi charecteristicsalso, however,
realtin alevel of vulnerakility thatis significartly lowerthanfor Windows server environments.

There are again, dual berefits. System i users are less exposedto the disruptions that maybe
cawsedby secuity violations or virus damage, and to the business and legal consequencesthat
may occu if sensitive customer, partner or employeedatais compromised Major savings in staff
timeand costs canalso be expected

A greatdealof time, however, is spernt by Windows systemadministratorsin applying software
patchesto protectagainst newly discovered security and virus vulnerablities During 2006, for
exampde, Microsoft issued more than40 such patches(they are releagdin monthly batches) for
Windows Sener 2003, the operating systemusedin comparisonsin this report.

The industry Ortie of thumbQis that at takesatleas two hours to apply a patch to asingle server.
A compary that depoyed EnterpriseOne on Windows serverswould typicaly emgdoy atleas
threeof these;i.e. administrators could expectto sperd atleas 240 person-hours ayea on this
tak. The amaunt of timerequiredcould be higher.

The overal effectof thes differencesis that use of the Systemi offers not only quality of service berefits,
but also levels of FTE system administrator staffing that arebby wide margns Blower thanfor Windows
serverssupporting comparabe applicaions. This translatesinto signifi cartly lower personnel costs.

Figure 2 shows theimplicaions of this overathree-yea period for the threeprofile comparnies

Figure 2

Overall Three-year Costs for IBM System i and Windows Server Platforms
Supporting EnterpriseOne Systems: Profile Companies

DISTRIBUTION COMPANY

l l
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Windows Server i 98,746 r ;
| | - ‘ ‘ | ONGOING B Maintenance
costs | M Software support
IBM System i | | 60,484 ‘ LJPersonnel
i I i R

$0 $20,000 $40,000 $60,000 $80,000 $100,000 $120,000 $140,000 $160,000

The bass of these calculations is again describedin the Detailed Data section of this report.

The System platform i also berefits from levels of batch performarcethat aresignificartly higherthanfor
comparale Windows servers For EnterpriseOne users, this emablesfager execution of batch jobs for
documert generaton and other applicatons using the EnterpriseOne Universal Batch Engine (UBE).
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High Availability

Costs and Benefits

The System i maintains high levels of availahility. Why should this materto asmall business?

High availahility isanincreasngly critical requiremert in the ERP world. Customers dealng with large
or midsize compariesexpectthat they should be able to interactwith a supplierOsystemsat any time, on
around-the-clock bags. For asmall business, the ahility to offer the same level of capakility maygreatly
boost its competitiveress.

For most small businesses the principal obstacle to doing so hasbeencaost. Achieving high levels of
availahility hasrequiredinvegmertsin more expersive servers clustering software, specializedstaff
skills, multiple IT shifts, or combinations of these.

If, howewer, it is possible to realize round-the-clock availakility without a cost peralty, thenthe cost/
berefit equation changes Therewould be no obvious rea®n not to take advarntage of the opportunity.
Thisisthe secand part of the business case for the Systemi platform.

Business Drivers

The growing importance of ERP systemavailahility hasbeendrivenby a number of factbrs. Oneis
globalizaion. A growing number of companiesof all sizesare deaing with international customers,
offshore suppliers or both. Normal business hours increasngly extend araund the clock.

Equally, if not more importart is the effect of the Internet. The alility to provide informaion on product
and services inventory availahility, delivery schedules pricing, order status and other topicsthrough the
Interretis becoming a baseline competitive requiremert. Online order processing and customer service
arealso becaming comman. If the businessis not functioning, self-service systemshandle these tas.

The Interretis, almaost by definition, a 24x7 medum, and the normal expectation is that online systems
should be acessible atany time. Internet systemsoften experience somelevel of actvity atall hours of
the day ard night, and on weekends and public holidays. Any outage at any time may affect customers

One distributor emgdoying EnterpriseOne experienced, for examgde, the patternof online orders shownin
figure 3 over a 24-hour period.

Figure 3
Online Order Activity: Distributor Example

Orders per Hour

12 1 2 3 4 5§ 6 7 8 9 101112 1 2 3 4 5 6 7 8 9 10 11 12
AM Time PM
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Many of the companyOsustomersweresmall retailerswhose principals oftendid not have time to check
invertoriesand placeorders until the evering or early morning. Inakility to acces the distributorOsnline
systematthistime, at bed, would beinconvenient, and could easly reault in lost sales If the experience
wasrepeaktd, customersmight go elsewhere.

Another EnterpriseOne user, a manufacturer, facedsimilar challenges The company made afirm
commitmert to customersthat ordersplacedby a certain timewould be shippedthe same day. Much of
its daily volume waspacked ard labeledin the few hoursimmedately before its carierOgickup
deadine. A systemoutage at this time would meandisappointing (and potertially losing) customers

In these ard otherindustries a customerwho experiencesan outage because a companyOsore busines
systemsare down, or becatse a self-service system is not functioning, will inevitaly be dissatisfied
Customer dissatisfaction translatesinto customer |oss.

Evenif defections camot be tiedto any specifi c negative experience, service shortfalls contribute to

overal levels of satisfaction or dissatisfaction, whichin turn affect atrition rates Evenif customers

continue to do business with the compary, they may hedge in the future by placing orderswith other
suppliers or might be reluctart to trust the compary for future rush orders

In highly competitive business ervironmerts, evensmal differencesbetween suppliersmaybecane
decisive. The allity to offer superior service may be a vital differertiator. Inahility to do so mayhave
equally significart, but more unpleasrt consequences

Platform Differ entiators

Maintenance of high availakility canbe a challenging proces. Companiesmust deal with risks of
unplamed outagescauwsed by hardware and software failures administrator and operator errars, hacker
attacks, virus damage and other factors. Vulnerahility to these mayvary widely betweenplatforms.

Unplamed outagescanbe highly disruptive, particularly if they occur during periods of peakbusiness
activity. The majority of downtime in most organzationsis, however, due to plamed outages

Like unplamed outages, plameddowntimetends to be platform-dependert. In a Windows server
ernvironmert, for example, frequent plamed outageswill typically be requiredfor hardware and software
upgrades including patching, along with preventative mainterance and other functions. Figure 4 shows
represenative cawsesof such outages

Figure 4
Representative Causes of Planned Outages: Windows Servers
Other
4%
Network-related Software

7% installation/upgrades
(including patches)

42%
Scheduled

maintenance
20%

Hardware
installation/upgrades
27%

Base: 214 incidents

Source: International Technology Group
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In comparison, avoidance of both typesof outage is one of the core strengths of the Systemi platform.
Distinctive capahilitiesare implemerted at multiple levels. These include industry-leadng hardware
reliakility features High lewvels of redundancy, along with monitoring, diagnostic, and fault isolation and
reolution facilitiesarebuilt into all major components and subsystems

Complemerting and reinforcing these featiresare software-based capahilitiesfor faut avoidance and
correction built into the i5/0S ervironmert and the DB2 database.

i5/0S integration also facilitatesuptime. Risks of softwarefailure aretypically less thanfor more
complex ervironmerts. Simplified, high-productivity maragemernt interfacesmeanthat the potertial for
administrator and operabr errors causing outages dataloss, or both is reduced

In addition, normally the Systemi platform requires fewer plamed outages Configuration changes
software updatesand mainterance acions are less frequent occurences and a Save While Active featire
built into the i5/0S enabesbackups to be performedwithout taking systemsoffline. A further capahility,
logical partitions (LPARS), enabdesusersto modify and install new versons of softwarewithout
disrupting operaions.

User Experiences

Among organizations that have ded oyed EnterpriseOne on the Systemi platform, its akility to maintain
high levels of availahility ishighly valued A survey of 52 usersconducted by the authors of this report
found, for example, that 50 (96 percert) citedthis asa principal rea®n for emgoying this platform.

The System i wasvariously describedasOwry reliableEv ery stadeE extremely reliadeE completely
reliadeEh ighly availadeEh ighly dependateOard cited Ofigh reliakilityEex tremely high
availabilityEro ck-solid reliakility.OThere wasgereral agreemert that availakility levels were

signifi cartly higher thanfor Windows servers

The secand most commonly reported berefit of employing the Systemi wasthe ea® with whichthis
platform could be maraged, which wasrefl ectedin the comparatively smal number of personnel required
to handle systemadministration and relatedtasks. This wascitedby 29 users(56 percert).

There wasgeneral agreemen that staffing levels for Windows server environmerts weresignifi cartly
higher. The norm wasreportedto be in the two to threetimesrarnge.

Other System i strengths valued by users included backup and recovery, including disagerrecovery
caphlity (40 percert); simplicity, stahility, integation and equivalerts (27 percert); and the ease with
which the system could be upgraded asworkloads expanded (23 percert).

Conclusions

The authors of this report have conducted mary surveys of Systemi users Whenthes are akedto
describe the berefits of this platform, terms such asOsmple OOsabeGard O@pendadeCrecu.

The core strength of the Systemi platformis thatit minimizesboth the tecmical complexitiesto which
end usersaswell aslT staff areexposed, and the disruptions and distracions thatthes cancause. Large
organizatons canperhaps afford to deal with these. For small businesses unnecesary techmical
complexity merely diverts funds, staff time and managemert that would be better employed elsewhere to
meetreal business challerges

The lag word goesto a user who describedthe Systemi platform asOm more trouble to run than a water
coolerOlt is afair description of what I T resourcesin asmall business should be like.
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ENTERPRISEONE

Business Gains

Most small businessesemgdoy some computer systems Accaunting and payroll packages Business
maragemert applicaions for marufacturing, construction, distribution, salesand other functions. Why
repacethese with anew ERP system? Thereare a number of reasons.

First, amodern ERP systemsuch as EnterpriseOne typicaly incorporatesmore sophisticatedfeatures
desgnedto meetindustry-specific need. Second, the systemis functionally broader and more integrated
thanconventional application solutions. Comparniesmay realize effi ciency and productivity gains across
the organizaion asawhole, rather thanin a compartmentalized function-by-function mamer.

Third, an ERP systemdoesnot simply process transactions. It also collects information from all business
operatons, and makesit availade in timely and eadly useabie form to managers salesand customer
service personnel, finance and humanresourcesspecialists, and others

Finally, an ERP systemincorporatesinternet and intranet capahilities This marks a stepbeyond simple
use of Websitesand e-commercetools. Thes capahilitiesarecertral to the system structure and are
integatedwith, rather thaninterfacedto business applicaions.

The bed way of illustrating the potertial value of EnterpriseOneisto look at the business gains realized
by companiesthat have depoyedit. Figures5 through 7 show examplesof thes gains.

Figure 5
Increased Operational Efficiencies Realized by EnterpriseOne Users

OPERATIONAL EFFICIENCY EXAMPLES

= Eliminated manual inventory counts

= Improved asset & capacity utilization

= Improved order-to-cash cycle

= Improved warehouse space utilization

= Increased inventory turns from two to six times

= Increased make-to-order accuracy

= Increased on-time delivery from 80% to more than 96%

= Reduced costs through improved equipment management & preventive
maintenance procedures

= Reduced equipment downtime by ensuring spare parts could be easily located

= Reduced inventory by 40%

= Reduced inventory by 28%

= Reduced inventory buffer from two weeks to four days

= Reduced inventory carrying costs by 50%

= Reduced order cycle times by two-thirds

= Reduced order processing time from 30 minutes to an hour to less than 5 minutes
= Reduced project cycles & costs

= Reduced time for product returns from 90-120 to 30 days

= Reduced warehouse labor costs by 30%

= Reduced warehouse throughput from 11 to 4 days
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Figure 6
Business Gains Realized by EnterpriseOne Users Through Improved Use of Information

BUSINESS GAINS FROM IMPROVED USE OF INFORMATION

= Accelerated the process of deciding whether to accept customer orders

= Delivered real-time pricing & inventory availability information to managers, customers &
salespeople

= |Improved customer satisfaction by providing realistic & timely shipment dates

= |Improved production planning by providing real-time order & inventory availability information
to managers

= |Improved traceability to meet regulatory mandates
= |Improved tracking of fixed assets
= Increased forecasting accuracy

= |Improved information on product sales helped make better pricing & product development
decisions

= Increased odds to win by delivering higher-quality, more timely information to salespeople

= Maximized inventory control & reduced costs by identifying & disposing of slow-moving items
= New cost efficiencies driven by improved forecasting

= Reduced forecasting cycles

= Reduced quote lead times by 70%

= Shortened budgeting cycles & reduced time spent by managers preparing budgets

Figure 7
Business Gains Realized by EnterpriseOne Users in Specific Functional Areas

BUSINESS GAINS IN SPECIFIC FUNCTIONAL AREAS

FINANCE & ACCOUNTING CUSTOMER SERVICE
= Credit card orders processed faster = Help desk calls not interrupted while
= Cut revenue booking from days to hours customer service representatives search for

- hard copy invoices
= |Improved cash flow by streamlining ) )
accounts receivable = Increased customer satisfaction by

- Reduced monthly close from 21 days to 1 or providing more detailed & timely invoices

2 days = Provided 24x7 self-service access for
= Reduced month-end close from two weeks custom(—_:rs
to three days = Streamlined work order & approvals
= Reduced month-end close from 20 to 12 processes ) )
days = Strengthened customer relationships by
= Reduced quarterly close from four days to {)rov@ng online shipment & delivery
racking
four hours.
= Reduced average receivables by 20%
HUMAN RESOURCES & PAYROLL ADMINISTRATIVE
= Absorbed a significant number of new = Automated purchase order placements
employees without increasing payroll = Reduced administrative costs & errors
processing costs through automated invoice processing
= Completed weekly payroll 40% faster = Reduced administrative costs & improved
= Reduced costs by running HR & payroll information accuracy by eliminating paper-
systems in house based processes
= Reduced payroll processing costs 30% = Reduced errors through employee self-
= Streamlined employee time reporting service data entry
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For some companies effective use of EnterpriseOne may reault inimmedate and significart bottom-line
berefits, such aslowerinverntoriesor faser production throughput. For most, the EnterpriseOne system
offers the potertial for improvemertsin speed, clarity and cost acrass a wide range of business activities
The impact of each of thes individually maybe small. Their combinedimpact may be transformative.

These gains are not necesarily representative of what maybe achievedin any individual compary. But
they illustrate what canbe achieved, and they sugged that EnterpriseOne should be examined more
closely by small businessesconsidering dedoymert of an ERP system.

Key Technologies

A further strength of the EnterpriseOne systemisthatit incorporatesindustry-leadng middleware tools
and tecmologies The core EnterpriseOne Techology Foundation, for example, contains |IBM
WebSphere Applicaion Sener, along with EnterpriseOne Collaborative Partal and EnterpriseOne Tools.

Other IBM WebSphere solutions supportedfor use with EnterpriseOne systemsinclude WebSphere
Commerce (e-commerce), WebSphereProces Sener (business proces maragemert), WebSphere
Business Integration Server (enterprise applicaion integration) and WebSphere Enterprise Senice Bus
(Webservicesand Java messagng integration).

International Technology Group 10



DETAILED DATA

Company Profiles

The cost calculations presertedin this report are based on the three profilesshown in figure 8.

Figure 8

Detailed Data: Company Profiles

Construction Company

| Manufacturing Company

| Distribution Company

Business Profile

$20 million homebuilder
50 full-time employees
Builds 80+ homes per year

$25 million vendor of sports apparel &
accessories

125 employees
Single production & distribution center

$30 million regional distributor of
pharmaceutical & home care products

150 employees
Three distribution centers

EnterpriseOne Applications

Project Management

Homebuilder Management

Job Costing

Procurement & Subcontract Management

Financial Management
Accounts Payable
Accounts Receivable
General Ledger

Human Capital Management
Human Resources Management
Payroll

Logistics
Inventory Management
Payroll

Customer Relationship Management
Customer Self Service
Sales Order Management

Financial Management

Accounts Payable
Accounts Receivable
General Ledger

Human Capital Management
Human Resources Management
Payroll, Time & Labor

Logistics

Inventory Management
Transportation Management
Warehouse Management

Manufacturing
Quality Management

Supply Management
Procurement Management
Supplier Self Service

Customer Relationship Management
Customer Self Service

Mobile Sales

Sales Force Automation

Sales Order Management

Financial Management
Accounts Payable

Accounts Receivable

Fixed Asset Accounting
General Ledger

Human Capital Management
Employee Self Service
Human Resources Management
Manager Self Service

Payroll, Time & Labor
Logistics

Inventory Management
Transportation Management
Warehouse Management
Supply Management
Procurement Management
Supplier Self Service

Number of Users
15

25

35

SCENARIOS

Windows Server

2/8 x Xeon 1.6 GHz
4GB RAM

Windows Server 2003
SQL Server 2005

2 X (2/4 x Xeon 3.0 GHz)
4GB RAM each
Windows Server 2003

Personnel: 0.35 FTE

2/8 x Xeon 1.6 GHz
4GB RAM

Windows Server 2003
SQL Server 2005

2 X (2/4 x Xeon 3.0 GHz)
4GB RAM each
Windows Server 2003

Personnel: 0.45 FTE

2/8 x Xeon 1.6 GHz
4GB RAM

Windows Server 2003
SQL Server 2005

2 X (2/4 x Xeon 3.0 GHz)
4GB RAM each
Windows Server 2003

Personnel: 0.55 FTE

IBM System i

5151 x 1.9 GHz
6GB RAM
i5/0S

Personnel: 0.15 FTE

5151 x 1.9 GHz
6GB RAM
i5/0S

Personnel: 0.2 FTE

5151 x 1.9 GHz
8GB RAM
i5/0S

Personnel: 0.25 FTE
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Prdileswere prepared using data on applications, server configurations and staffing levels suppliedby 14
small construction, marufacturing and wholesale distribution businessesthat have depoyed
EnterpriseOne systemson Windows serversor System i platforms. A comparatively large sample was
empoyedto ensure that results would be represertative of these typesand sizesof compary.

For eachprofile, scerarios were thendevelopedfor Windows server aswell asSystemi installations.
These includedthe following:

¥ Sewver configurations. For Windows server scerarios, separae database, applicaion and Web
serversareemployed The use of multiple Windows serversfor these functionsis a standard
practicein EnterpriseOne dedoymerts.

For all threeprofiles the Windows database serveris a dual procesor model equippedwith Intel
Xemn 1.6 Gigahertz (GHz) quad-core procesors, 4 gigabytes(GB) of main memory (Rardom
Access Memory or RAM), the Microsoft Windows Server 2005 operating system,and the
Microsoft SQL Senerdatabase.

The application and Web serversare dual procesor models equippedwith Intel Xeon 3.0 GHz
dual core processors, 4 GB of main memory, and Windows Sener 2005. Windows server
configurations include third-party backup and virus protection packages

Numbersof processors and coresfor these serversareshown in figure 8. 0280refersto two
processors with a combinedtotal of eight cores O240refersto two processors with a combined
total of four cores

For Systemi scerarios, amodel 515 with a 1.9 GHz POWERS5+ RISC processor and 6 GB or (for
the distribution company) 8 GB of memory is emgdoyed. This model acts asa combined database,
applicaion and Web server. It is equippedwith the i5/0OS operating system, whichincludesthe
DB2 database and a backup softwarepackage.

EnterpriseOneinstallations also require use of a separate Windows-based Depoymert Sever.
This would be the samefor all Windows server aswell asSystem i scenarios, and is not included
in calculations.

¥ Staffing. FTE staffing levels weredetermined based on user-reporteddata. For both sets of
scerarios, asingle part-timeindividual handlessystem and database administration tasks. This
individual would, in practice,also handle EnterpriseOne application support or other IT taks.

All configurations arefor EnterpriseOne 8.12 suites

Cost Calculations

Costs for Windows serversinclude hardwareand softwareacauisition, along with threeyear24x7
hardware mainterance contracts and Mi crosoft Sdoftware Assurance coverage. Systemi configurations
include acquisition of hardware and i5/0S licenses along with three-year 24x7 hardware and software
maintenance coverage for these. Costs for all itemswere calculated using discounted published vendor
U.S.list pricesasof April 2007. All server configurations arerack-mounted.

Persnnel costs werecalculated for the FTE valuesshown in figure 8. Calculations were based on armual
salariesof $61,520 and $52,616 per yea for i5/0S, and Windows and SQL Sener administrators
regectvely. Annual salariesfor both wereincreasedby 25.3 percert to allow for bonuses berefits and
compensation, along with training and other personnel-relateditems.
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Installation and setup costs were calculated assuming 36 person-hours for Windows serversand SQL
Sener at $150 per person-hour, and 16 person-hours for the Systemi model 515 at $165 per person-hour.

These valuesarefor initial serverinstallation, setup and functional tes, and do not include costs that may
be incurredfor configuration changesard tuning after EnterpriseOne systemsare depoyed.

Calculations do not include costs for applicaions software,external storage, peripherak, networks, PCs
and other cliert devices personnel other thanfor system and database administration, and other reurces
not idertifiedabove.

Cost Breakdowns

Detailed breakdowns are shown in figure 9.

Figure 9
Detailed Data: Cost Breakdowns
Company | Construction | Manufacturing Distribution

WINDOWS SERVER SCENARIOS ($)

Hardware 7,667 7,667 7,667
Software 7,969 8,576 10,370
Installation & setup 5,400 5,400 5,400
Startup Costs 21,036 21,644 23,438
Hardware maintenance 3,598 3,598 3,598
Software maintenance 4,889 5,345 6,446
Personnel 69,224 89,003 108,781
Operating Costs 77,710 97,945 118,824
TOTAL COSTS 98,746 119,589 142,262
IBM SYSTEM i SCENARIOS ($)

System 17,584 19,709 22,769
Installation & setup 2,640 2,640 2,640
Startup Costs 20,224 22,349 25,409
Hardware maintenance 2,530 2,530 2,530
Software maintenance 3,042 3,042 3,042
Personnel 34,688 46,251 57,813
Operating Costs 40,260 51,823 63,385
TOTAL COSTS 60,484 74,172 88,794
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ABOUT THE INTERNATIONAL TECHNOLOGY GROUP

| TG sharpens your awareness of what@ happening and your competitive edge
... thiscould affect your future growth and profit progpects

The International Tecmology Group (ITG), egtabishedin 1983, isanindependen reseach and
maragemert consulting firm specializing in information technology (IT) invegment strategy, cost/ berefit
metics, infragructure studies depoymert tactics business alignmert and finarcial amalysis.

ITG wasanearly innovator and pioneerin developing total cost of ownership (TCO) ard return on
invegmert (ROI) procesesand methodologies In 2004, the firm received a Decac of Educaion Award
from the Information Techology Financial Management Association (ITFMA), thelead ng professional
association ded catedto educaion and advancemert of financial managemert pracicesin end-user I T
organizatons.

The firm hasundertaken more than 100 major consulting projects, releagd approximatly 160
maragemert reports and white papers and deliverednearly 1,800 briefsand presentations to individual
clierts, user groups, industry conferencesand seminars throughout the world.

Client servicesaredesgnedto provide factual data and reliable documertation to assist in the decision-
making process. Informaiton provided egalishesthe bass for developing tacical and strategc plars.
Important developmerts are analyzedand practcal guidanceis offered on the most effective waysto
respond to changesthat mayimpactor shape complex I T degoymert agerdas

A broadrange of servicesis offered, furnishing clients with the information necesary to complement
their internal capahilitiesand resources Customizedclient programsinvolve various combinations of the
following deliverables

Status Reports In-depth studiesof important issues

Management Briefs Detailedanalysis of significart developmerts
Management Briefings Periodic interactive meetngs with mamagemernt
Executive Presentations Scheduled strategc presertations for decision-makers
Email Communications Timely refdiesto informational requeds

Telephone Consultation Immedate regponse to informaitonal needs

Cliensinclude a cross section of 1T end usersin the private and public seciors represnting multinational
corporations, industrial companies finarcial institutions, service organ zations, educational institutions,
federaland state governrmert agerciesaswell aslT systemsuppliers softwarevendors and service firms.
Feckral governmert clients have included agencieswithin the Departmert of Defense (e.g. DISA),
Departmert of Transportation (e.g. FAA) and Department of Treasiry (eg. US Mint).
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4546 El Camino Real, Suite 230
LosAltos Cadlifornia 940221069
| TG Telephone (650) 9498410
Facsmile: (650)9498415
Email: info-itg@pachdl.net




