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IBM Transformatiovn: The Journey to Smarter Computing

Foundation Optimization Innovation

= Foundation
= |BM Transformaton Strategy
= |BM Roadmap to 2015
= 2011 CIO Study
= Optimization
* QOrganization
= Consolidation and Virtualization
= Service Management

= Operational Excellence

= [nnovation

= Cloud Computing
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Foundation Optimization Innovation

= As the IBM Globally Integrated Enterprise matures,
it will benefit from smarter computing.

= The IBM 2015 Roadmap outlines a continued focus
on end-to-end transformation, global integration and
value services.

= The relationship between ClOs and IBM dates to
the beginning of the CIO role, which means
understanding the CIO needs is critical for IBM's
success.
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IBM Strategy

A decade ago we saw change coming and took decisive actions that have
enabled IBM to turn today’s disruption into opportunity.

Changes in Changes in Changes n
world information client needs
markets technology

Deliver
integration and

Become the
premler Globally

Focus on open
technologies
innovation to
clients

and high-value
solutions

IBMerS Value * Dedication to every client’s success.

. Innovation that matters—for our company and for the world.
Trust and personal responsibility in all relationships.
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IBM Transformation Maturation

The “Smarter” phase of our transformation is beginning

2002
Sharing & partnering

L 2009
DEMAND BUSINESS. CIO BTAT BOLD Organization changes
IN DE [IPEIJFLE. 2006
| ‘:"_.n_:;';‘w Globally integrating
s R
* Consistent set of "The Globally
processes worldwide Integrated Enterprise
n Leverage best practlces .‘i-rm.l-r.:'f:_][ Palwusisane
» Standardize and reduce * Right skills, right
waste place, right cost ~ -
* Governance and * Rationalize support
performance discipline functions for greater
efficiency

* |nstrumented, interconnected,
* Radically simplify intelligent

processes * Enable growth and productivity

* Optimize the whole system
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IBM 2015 Roadmap — Value Services Continuous Improvement

Efficiency

Making
things

Smarter

Effectiveness

Growth

Globally
integrating

Greatness

Focus on high value advisory

activities

Locate work to where it can
best be performed

Leverage business analytics

Radically simplify

Information Global Sales Integrated Supply Finance
Technology Operations Chain
Marketing & Real Estate
Human Resources .= Legal i
Communications Operations
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IBM 2015 Roadmap:

$80B

2005 2010 2010

Shared Service Total Cost
Spending and Expense
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Operating Leverage

Applying transformation principles to all of
IBM’s spending to drive $8B in productivity
benefits over the next 5 years

SSEI::r::S Globally Integrated
$2.3B Support Processes

$2.6B

Integrated Operations
$3.1B

Radically simplify

Integrate operations across units
Drive differentiated innovation
Enable growth and productivity
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2011 CIO Study: The Essential CIO
Results from more than 3,000 face-to-face CIO interviews were compiled
using state-of-the-art statistical and textual analysis.

The study represents a diverse clo
group of organizations: Sioute
/1 countries \

18 industries
26% Distribution
25% Industrial

22% Financial Services

43% Growth Market »
35% Europe )
16% North America A \i
0 _ Ny
6% Japan S A

- The

15% Public _
12% Communications B 1: 1
5 sectors ASSGD ]_q
39% 1,000 to 10,000 i |
employees CIO e

33% >10,000 employees
28% < 1,000 employees
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ClO visionary plans are evolving: business intelligence and analytics
remain at the top, with cloud computing moving into the top four

Which visionary plans do you have to increase competitivenessoverthe next3 to 5 years?

pusinessnieliigenceandanalytics
o
N ] - 4% |
Mobility solutions
v
) o - 68%|
Virtualization
.
cloudcomputing
|
Business processmanagement
| .
Riskmanagementand compliance
o
Self-service portals o

Collaboration and Social Networking

!
=

2000 2011

Source: 2011 CI10 Study, Q12 “Which vizionaryplans do you haveto increase competitiveness overthe next 3to Svears?"(n=3,018)
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ClO mandates come with distinct characteristics that line up
with the organization’s goals and strategy

Expand mandate
Improve competitive differentiation

Outsourcing
Internal communication & collaboration

Business process management
Review and update legacy environment

Leverage mandate
Standardization

Standard infrastructure & processes
Control of legacy costs
Collaboration tools

Gradual introduction of technology

Transform mandate

Changethe industry value chain

Use of ‘Bigdata” andreal-time info
Simplification for clients/partners
Enhancementandexpansion ofthevalue
chain

Risk managementframeworks

Pioneermandate
Radically innovate products, markets,
business models

Pilotingtechnology for social value
Explore new sources of revenue
Enhance customer experience
Mon-stop growth

For additional information regarding the 2011 CIO Study, please visit: http://iwww.ibm.com/ciostudy2011
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Foundation Optimization Innovation

= Optimization benefits from an end-to-end,
enterprise-level view

= Organization consolidation
= Virtualization of the infrastructure
= Integrated service management

= Delivering with excellence
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IBM's BT/IT Transformation Model

Business

Transformation

Executives

Business unit

transformation
and application
portfolio
management

12

Pre-Consolidation Post-Consolidation

BT/T Leader (CIO)

Enterprise Infegration

Business
Development. e

= = : Run Transform
i L i Innovation Geo
- T‘ECthql SL.I pp_nrt_ Business Operations

Supply Chain
Workforce Management
Finance

End to End Process Integration

ClO
of operational excellence and business value
nt enterprise strategy, architecture, standards & go
ent of global IT workforce
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ClO Run Portfolio —Tkéompc‘)'sition and Trends

ion Portfolio
Number by Tier
T 1 Continued cost
\ Tir 3 take-down requires
transformational
il change
Application Portfolio - # of Applications
1997 ’ Today
15,000 4500
, “Shifting the Mix”
Leveraging "~
virtualization, X |
standardization/automation
and integrated
SerVIce management 2003 2004 2005 2006 2007 2008 2009 2010

EmRun c=aTensfom _m— |BMER
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| T Infrastructure Evolution

Simplify IT Infrastructure

Consolidation Pooling Integration
9 . Public
¢ v}’ _ _ _ S 'Fﬁrate
| Services W Cloud
-
| | gjﬂl!ﬂ_ttw e
a Wy Or=cs
o o
A smarter infrastructure
Top IT Key Technologies
Requ irements = Service oriented architecture
- Agility * End-to-end service mgmt
* Resiliency * Comprehensive virtualization
- Security * Ensembles & scalable server
« Greenness * Converged ne?works ’
« | ow Cost Cloud computing services

14
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Project “Big Green” - Server Virtualization
IBM’s Enterprise Computing Model program is yielding significant benefits
for the corporation

Benefits Realized

Progress

Servers consolidated
over 5,700

Current migration pace
2000 serverslyear

Energy savings —
=20k MWh saved

Reduction in floor space -
47,000 square feet

Dramatic Simplification
Software Licenses reduced by
93%

Physical Network Connections
reduced by 55%
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Business Case
-m—

il

. F l -? i

; . L 1

=" ip hrtin /

Energy savings
Reduced IT costs
Reduced capital req'ts
HW/SW refresh

Standards and
Simplification

<.l

Inventory hygiene
Application mapping
Faster provisioning

Improved security
Increased resiliency
Simple, stable, available

© 2010 IBM Corporation
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Client View of TCO Comparison for Similar Distributed Workload

* HW Acquisition compares server/disk refresh of distributed environment to

Operating Cost: Distributed vs. Mainframe

=

System z Linux Cost

vs. System z Linux results in Potential 60-75%

Gross Cost Savings / 5 years

Labaor
Connectivity

Software

— HW r-.«1aintenan|:e—\

— HW Acqguisition——.

Facilties

Distributed Cost

Facilities

6%

Potential Savings: Categories as a
% of Gross Savings

HW Acquisition®
17%

Labaor
19%

HW Maintenance
11%

Connectivity
2%

the cost of acquiring new mainframe s/storage
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Software
45%

Dramatic Simplification

- System z o
Distributed Linux S

Software .
Licenses 26,700 1,800 93%
Ports 31,300 060 Q7%
Cables 19,500 700 06%
Physical
Network 15,700 7000 -
Connections

Result s will vary based on several factors induding # of servers and work load lypes
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Moving Forward — Investigating potential uses for zBx

Smart Analytics
* Longterm: data consolidation
« Short term: application — level, hybrid operational data
stores with high-speed query capability/report acceleration

Blue Harmony

(SAP Project Development and Deployment )
Z. < * New deployment provides an obvious use case for benefits
=\ 3 « Server migrations included in deployment plans

Integrating People, « Replace z10 servers with newer technology
Processes and Technology

CIO Innovation Lab
/_ (Enterprise Computing Model CoE)
Cl@LAB » Gain experience/skills/insight into zBx capabilities
» Accelerate production deployments
« Develop internal reference for zBx as part of GIDC — Green

Innovation Data Center
1 © 2010 IBM Corporation



IBM’s Integrated Service Management Program
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Key Program Elements

Business Drivers

Business Value

Service Catalog
» Align
* Drive consistency
« Standardize

* Minimize spending
* Lower costs
* Increase coverage

Supply/Demand
Optimization
» Priority-driven
» Planned
« Simplified

» Address highest priorities
» Drive by forecast
» Reduce wait times

Business Process
Management
* Process-driven
» Focused
» Automated

Streamline (Centralize Standardize

* Provide faster service
* Deliver higher quality
» Reduce expense

© 2010 IBM Corporation



Service Catalog Construct

Tier 2

Service Classification

Tier 3

Tier 4

Blue

) ) ) Tier 1
Dimensions of Service
Key —
Applications [ ele![« }]
Silver
2LSINEess Portfolio 494 U5 e

Coverage

Severity 1
Problems 24 x7

Very

Business
Continuity

APPIICaUENRS

~_High

|Rfrastructure
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Example: Tier 1 Selection Criteria
Supports >$1B revenue/year
Critical for Financial close at quarter end.
Supports >80% global employees
Critical to enable external Clients
Part of ibom.com web presence

© 2010 IBM Corporation
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Operational Excellence — A Continuous Improvement Program

Average Outage Duration

- APPLICATDN
1 | —camary
\ A 1 — CHANGE

¢ CONFIGLRATION
CONTENTION
& DATA
HARDVAARE-BM
HUMAN
—— OFERATORERROPS
—4—SOFTWARE B

Jan Feb Mar Apr May Jun Jul Aug f=SINCE ST
Sep —— A Queues

Focus Areas

* E2E availability of key/critical
applications

« Stable quarter/year end close
processes

* Improvements in E2E quality of
service and associated metrics

* Deployment to production -
acceptance criteria, guidelines, —
standards and execution @320 mecos Orz10 pzato maao |

Mean Time to Recover
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ClO Dashboard

Supports the strategic and operational agenda of the IBM CIO - instrumentation, priority setting,
communication, target definition, progress measurement/fransparency and business analyftics.

21

Smarter decisions for D O

optimized performance. G&
O,

v Establish top to bottom

management system

v Provide drill down capability

v Balance between run and
transform

v Enable optimization,
streamlining and automation of
CIO operations

v Ensure clear outcomes and
targets

v Provide reference pointto drive

Business Analytics

Performance

Key Functions

CI0 Dashhoard Summary

Financial Operational Risk Mgmt. and Transtormation
Performance Excellence Compliance Summa
Summary Summary Summary i 2
Customer Impact .o
\ Innovation .
Transformation-ja - | Operational-'s ‘- and F— ‘:IF;.'
Initiatives Excellence g Customer i
Showcasing
Risk Management and Compliance H@"
-|." . |.|-
BPM and Process Excellence :"
Enterprise Architecture and Application Porttolio Management Y
.
'\." ) l--
Financial Performance *
Peaple Capahility Y
Service Provider Performance (ITD, AS, etc.) ‘i":'!'
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Evolution to smarter computing
Simplify IT Infrastructure

Manage IT Services

Rationalized

Tier 1 Tier 2 Tier 3 Tier 4

Inconsistent

K¢ Htegle Strategic ot
Appiestion Wost s & hiot Seatag o
Clats Crtiest vesizn Visior vissiza
N Ciesl Critica Cmesl
ipps % n% 5% %
Avalabity Very High gt Meatm Low
fuppont “xy Ux7 NF 1215 EsstEfMort
- - Basx No
Vetitorng ape Laesl L] Server Wankaeng
Service Catalog E2E Business Service Mgmt

BI’s Most Important Applications
© 2010 IBM Corporation
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Foundation Optimization Innovation

= Smarter computing for the enterprise is
designed for data, tuned to the task and
managed in the cloud.

= Optimized systems and processes set the
stage for innovation.

= Cloud Computing is not rocket science, but it
Is computer science.

© 2010 IBM Corporation



IBM is applying Cloud across several key domains

IBM’s internal Cloud implementations move resources to more agile,
cost effective platforms

Analytics

Blue Insight

-Lar?e private
analytics
cl ou
ered by
nos

* Expanded
|n5|ﬁ1ht cost

Collaboration

=9

LotusLive

* Collaboration
tools—web
conferencing

. Standard
platfo rm

EFJE%‘? wrl%al

WDF force

Devel op/ Test

Develop/Test
Cloud

*» Self-service
computin
capacity for
development

* Rapid,
provisioning;
increased

AdnRy

stand ard'
platform

Workplace
Cloud

* Roles-based,
virtual work
environments

-Grglz_ater

agility:

in%réyased
security

Storage Cloud

+File storage
cloud in
place; block
storage cloud
in progress

* Maximized
utilization
through
automated
provisioning
and tiering

Prod Support
ll.- 2 1

AR

Production
Cloud

. Cloud
upported
enwrnn ment
for production
applications

» Standardized
services by
tier; lower
labor costs for
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Journey to Smarter Computing — Lessons Learned

Foundation Optimization Innovation

= Enterprise view and sponsorship
= Strategic investment

= Clear goals with a dedicated team
= Inclusive leadership

= Continuity of leadership

= Leverage talent and capability to drive results \ | 4

~ ”
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Trademarks

AIX*

DBE2*

Db2 Universal Databhaze
Domino®

GARS

Hiper Sockets

* Ragisterad trademarks of IBM Corporstion

The following are trad emarks or registered trademarks of other comp anies.

IEM

IBM Business Pariner Logo®
IBM Logo®

POWERS

Power Systems

Svstem I

System p System x
System z

Syvstem z0

Svstem z10
Tivali®

Web Sphere®
z10

0%
Z8eries™
ZVM*

Adobe the Adobe loso, PostBeript, and the Postfonpt lozo are ather mristersd trademarls or trademardcs of Adobe Svstems Incorporated in the United 8 tates, and'or other countries.

Czll Broadband Engins 15 a trademads of §omy Computer Entertaimment, Ine. in the United 2 tates, other cosntrizs, or both and i3 vsad vnder licanse thers from.

Java and all Java-based trademarics are trademarks of Sun Microsyvstams, Inc. in the United States, other countrizs, orboth
Micrms oft, Windows, Windows NT, and the Windows lozo are trad smads of Microsoft Corpombion in the United S tates, other cowntries, or both.
Intdl, Int=l logo, Intd Ieide, Intel Inside logo, Intd Centring, Intel Cantrino lozo, Celeron, Intzl Xeon, Intzl Spead Stap, aniem, and Pentivm are tademarlks of repistersd trademadcs of Intel Corporation or its
subeidianss in the United States and other countriss.

UNIH 15 a mpistersd trademad: of The Open Group in the United 8 tates and other countries.

Linux is 3 episterad tradesnads of Linvs Torvalds in the United & tates, other countrizs, or both.

ITIL iz aragistered trademarik, and a regis tersd community trad amads of the Of8ce of Govemment Commerms, and 13 registered in the U S, Patent and Trademads (face.
IT Infrastructure Library 1s a rasistered trademark of the Central Computer and Telacommmnications Agency, which is now part of the Offics of Government Commeres.

* All other produc E may be trademarks or registered trademarks of thelr r2spec ive companiss

Notes :

Performznce is in Inernal Throughput Bate (TTE) ratio besed on mezsurements 2nd projecions weing sendsrd IBM tenchmarls in 2 controlled enviromment  The acwa] throughput that any weer will experiznce will
vary depending wpon considerations such 2= e amount of muliproeramming inthe wer's job srezm, the 10 confimwration, the siofzge confipwation, and the workloed processed. Therefore, no asawanre can be

Efen that zn individea] veer will achisvs throughput improvements equivalznt to the performance ratios stated here

Al performance information was det=rmined in 2 controlled emdromment Ache] resulE may vary. Performencs information & provided *AS 157 and no wermanties of FEfanfess are axprs =ad of implied by IBAL
IBM herdware products are mamifactured from new perk, of new and servicesable wed perts. Remsrdle =, our wanranty terms apply

Al customer exzmples cited or desoribed in this prezentztion are presented 2= illusrations of the mamer in which som s custom 1= have wsed IBA producke znd the rssulE they may hawe achisved Actuz]

environmentz] costs 2nd performance characteristics will vary depending on individie] cosiom o confiprations znd conditions
Thiz poblica ion was produced in the United Stzez [BM may not offsr the produc k. services or featwes discuszad in this document in other countries, and the information may be sbject to chanes withowt notice

Consult vour locz] IBM business contmct for inform ation on the product of services avaikble in voor area

Al setemenk reparding IBAE ful: direciion 2nd inent 2re subject to chanes of witdzwal without notic 2, znd reprezent goalks 2nd objectives onby

Information zbout non-IBM produck is obtzined from the manufac rers of thos products of their published znnouncement. [BA hes mot Ested tose products 2nd cannot confimm the performandce, ¢
of any other clzims relzed o non-IBA products. Questions onthe capabidlitiss of non-IBAL products should be addreszad to the suppliars of thoes products

Drices subject o change witwoot notice.  Contct vour IBA represenitive or Business Pertner for the mostcwrent pricing in vouwr g=oersphy.
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