EMPOWERING
TECHNOLOGY

PERFORMANCE

A Strategic View
of Technology

&

Presented:by: §
Karn Griffen, VP’ of Client Services
\Compushare, Inc.

g




What Does Investing in Technology Really Mean?

WHAT IS ROI?
o Efficient Operations
“Keep the Lights On”

) Investing in IT

Five Questions You Should Ask:

What are the key performance
indicators | can use to measure
my IT department?

Does the IT department improve
franchise value?

Is the IT department aligned with
our strategic vision?

How do we keep IT accountable?

Are non-strategic items costing
me too much?
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Everyone Has Valid Concerns

Key Stakeholders
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Everyone Has Valid Concerns

Key Stakeholders

é@O/-\RD O IDIRECT Oﬂ EAECUTIVE TEAN T DEPARTIMIENT

Is IT aligned with our strategy?

Can IT affect shareholder value?

* We are not technical.

How do we keep IT accountable?
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Everyone Has Valid Concerns

Key Stakeholders

BOARD OF DIRECTORS  EECUTIVETEAM | IT DEPARTIAE) IT

* How does IT affect our efficiency ratios?
* Are we paying too much?

* How can we help our CIO to succeed?

How do we measure ROI?

How do we determine what is really needed?
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Everyone Has Valid Concerns

Key Stakeholders

BOARD OF DIRECTORS  E/ECUTIVETEAM  [ME) DEPART

* These bankers just don’t understand!

* |t is always a fight to get projects
approved.

 All Management cares about is cutting
costs.

* Give me more budget!
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A Strategic View of Technology

g TG Higher Returns vs.
\ Oovernance \ Conventional Investments

Alignment with the Institution’s
\ Vision / Mission

* Is IT a never-ending escalating line-item on
your budget?

* Does the vision and mission of the institution
lead IT, or does the tail wag the dog!?

* Are you Spending or Investing?
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Findley Group Analysis

“We must begin planning technology performance now if we hope to
compete, retain customers and improve franchise value over the next

5 to 10 years.” — Gary Findley

Net Income ROE Asset Growth

28.35% 33.85% 4.89 X Greater
Greater

1/3 Less IT
Workforce

Higher Wages
Better Talent

Greater NOI /
employee

Performance Sample 2005: 100 banks between $145M and $2B
B Fifcy demonstrating “Good IT Performance”

[ Fifty demonstrating “Poor IT Performance”
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IT Performance: Strategic vs. Non-Strategic

Divide Strategic and Non-Strategic Investing

How much should | be spending How much should | be spending
on Strategic IT? on Non-Strategic IT?

Hold technology Why based on assets!?

investments to the same
rigorous standards you Wouldn’t it make more

would apply to any sense to base it on FTE
Investment. count for non-strategic
’ initiatives!?
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Discovering the IT Efficiency Ratio

Total Institution Assets Type of Institution?
+ Number of FTEs . Estimate BASELINE vs. National Average Locaton
= Age!
' Number of Branches?

Total Information Technology Budget
= Strategic Expenses

= Core Expenses

= Depreciation Expense

= Adjusted. IT Budget  Estimate BASELINE vs. Performing Peers m:,’f::"ms"m"m
Understand Strategy.

<+ Number of FTE's

+ 12
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Discovering the IT Efficiency Ratio
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Efficient Non-IT Investor

Financial Performance Owver
Franchise Value Creation

Strategic Planning Critical
Risk Management Opportunity
Tactical Outsourcing

Baseline =

Inefficient Non=IT Investor

IT FTE Cencern
Compliance FTE Concern

Mot spending Enough on IT
Outsource Balance
Mo Planning =¥eak IT Leadership

’

.

Efficient IT Investor

Franchise Value Balanced with
Financial Performance

Tactical Outsaurcing
Repurpose Humans
Cost-Cutting Opportunities
Performance Planning
Evaluate IT Management

’

Inefficient IT Over-spender

IT Fiefdem Concern
ClO Hobbyist
Unnecessary Internal “Ownership”

Spending Toe Much on IT
Mot Qutsourcing
Planning = Spending
Under-Managed IT Group
Passive Management

~
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An “IT Efficient” Financial Institution

 Total IT Spending approximately $350 / FTE / Month

* One (I) full time IT Expert for every 133 employees
— Network Administration
— Technology Compliance
— End User Support
— Strategic Initiatives / Planning

e Optimum in-source / out-source balance (hon-core)
— 25% /1 75%

— $2.75 in value for every $1.00 outsourced
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Defining Performance: What is “Investing™ in T

* View IT Initiatives as Investments
* Check Alignment to Mission

e Measure ROI

* Hold Teams Accountable for ROI

* Monitor Progress
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How Do You Decide On the Right Investment?

Investment
Considerations

Normalize The Business Financial
Data Case Benefits
v Ensure a Wise Evaluation of: v'Reduce Costs
Decisi
S v’ Financial Benefits v’ Increase Revenue
or Profits

v"Non-Financial
Benefits v'Increase Speed to
Market

v Gain Significant
Advantage Over
Competition

v'Reduction of Risks

T e—— . - in -

Non-Financial
Benefits

v/ Increase Brand
Equity.

v/ Strengthen
Relationships

v Improve
Governance

v'Regulatory
Compliance

v Decrease Risks
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How Do We Do It?

} Information Gathering
} Perform IT Risk Assessment

} Perform Strategic Assessment

D Identify Potential ITF Entity List
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How Do We Do It?

N oo | ey -y

IBVASSESS } Develop Normalized
ROI Matrix

} Perform Business Case
Development

725 Ipesie
=25 } Obtain IT Entity Acceptance
} Develop Performance Metrics

} Develop Management Practices
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How Do We Do It?
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» Train on Practices and Metrics

» Oversee Implementation
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} Manage Program Over
Investment Lifecycle

SlmpIEEnt
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How Do We Do It?

verformance
Planning Z2Desigh

v Valldate

SlmpIEEnt

} Measure Results

» Update Business Cases
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How Do We Do It?
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} Create and Post Regular

Reporting
} Create and Post Annual
ZADEsIgh Reporting

42 Validate Create Ongoing Performance

Planning Process

< p)|la =)
SLIT; JHJJ M=l ITPP is never complete. It is a dynamic

program, not just a document.
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Thank you

Questions?

Please contact Karn Griffen at
kgriffen@compushare.com 714.427.1028
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