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“The Building Blocks”

Logical configuration
for department, project,
and account

Chart
of Accounts

Staff and
Consulting
Mgmt

Optimally capture staff time,
consulting spend, and open
positions on an “apples to
apples” basis

Capital
Asset
Process

Other
Expenses

Properly capture hardware,
software, data center
costs, and capitalized
software development.
Includes maintenance

and depreciation

Telecom and circuits,
training, travel, overtimes,
parts, and misc.

other expenses
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Code Organization
Organization of the financial DNA of the technology division:

Department — Account — Project

« Department: HR Ownership
« Account: Financial Categorization
* Project: Business functions and specific projects with start/stop dates

« Other potential codes — location and legal entity
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“Base” Income Statement and Critical Supporting Schedules
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Power, Rent +

Headcount
Positions
Fills by Service
<Virtual Consulting Headcount>

Capital Expenditures

Hardware

Software

Data Center Construction
Capitalized Software

Prepaid Hardware & Software

Maintenance
Individual payments amortized
over useful life

Commitments
Future payment minimums for
vendors under contracts

Services

D,

Parts +
Consumables

Depreciation &
Amortization

: CME Group

Work in Progress
Unfinished major data center
construction

Asset Subledger
Hardware - by type, life,
unitized
Software licenses owned
SOP 98 assets in service
Data Center assets in service

Total Labor Deployed

Incremental Business
Investment

Payments to vendors
with future value

Obligations for
future years

Physical Location

Completed assets
depreciating
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SW Maint.

Power, Rent +

Headcount
Positions
Fills by Service
<Virtual Consulting Headcount>

Capital Expenditures

Hardware

Software

Data Center Construction
Capitalized Software

Prepaid Hardware & Software

Maintenance
Individual payments amortized
over useful life

Commitments
Future payment minimums for
vendors under contracts

Services

[

Parts +
Consumables

Depreciation &
Amortization

Work in Progress
Unfinished major data center
construction

Asset Subledger
Hardware - by type, life,
unitized
Software licenses owned

“Base” Income Statement and Critical Supporting Schedules

Total Labor Deployed

Incremental Business
Investment

Prepaids

Payments to vendors
with future value

Obligations for
future years

Physical Location

Completed assets
depreciating

. SOP 98 assets in service
. Data Center assets in service
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“Base” Income Statement and Critical Supporting Schedules

Headcount
Positions
Fills by Service Total Labor Deployed
<Virtual Consulting Headcount>

Capital Expenditures

kil Incremental Business
oftware
Data Center Construction Investment

Capitalized Software

Prepaid Hardware & Software
Maintenance Payments to vendors

Individual t tized .
0'1;:1usiz}ufﬂ¥;n piiadatiahd with future value

; / Commitments s
HW Maint. =0INMRINE S
\b - Future payment minimums for Obligations for
vendors under contracts future years

SW Maint.

Work in Progress
Power, Rent + -1 Unfinished major data center

[

Services construction Physical Location
Parts + Fixed Assets
Consumables Asset Subledger

Depreciation & A Completed assets

Amortization . Software licenses owned depreciating
. SOP 98 assets in service
. Data Center assets in service
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Services

Applications and costs are categorized into Services

- This organization creates terms that make sense to the end user. ltems such as “gigabytes of storage” or “data center
sq. ft.” or “number of servers” are eliminated and replaced with “email services” or “trading services”

« These “services” are defined in a manner that they can be compared in an “apples to apples” manner with external
options (i.e. if you outsource email services, what are the total costs in staff, consultants, software, services, data
center, and telecom that would be affected by this migration? How do you determine the transition was valuable?)

For us this is a multi step process consisting of:
 Defining the services
« Putting the costs in the service

20N
(] M E G © 2014 CME Group. All rights reserved.
@C roup



How Costs are Assigned to Services

Capital

Headcount
and Staff

Other
Expenses
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General Ledger

Department
Project

Category

Direct

Services

Direct

Allocator
MGMT

Allocator
System

Services
delivered by IT

20 Services

eak Orders
Customers
Transactions,
etc.

6 Internal
Owners

Cost View

Customer View

Costs driven or
consumed by each
customer/internal

sponsor
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How Costs are Assigned to Services

Shared

Services

Department
General Ledger Project AlAleGc;!:ror
) Category
Capital
Direct Allocator
System
Headcount
and Staff
Other
Expenses
_ eak Orders
.Serv1ces 20 Services Customers 6 Internal
delivered by IT Transactions, Owners
etc.

Cost View

Customer View

Costs driven or
consumed by each
customer/internal

sponsor
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How Costs are Assigned to Services

Capital

Headcount
and Staff

Other
Expenses
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General Ledger

Department
Project

Category

Direct

Allocator
MGMT

Allocator
System

Services
delivered by IT

20 Services

eak Orders
Customers
Transactions,
etc.

6 Internal
Owners

Cost View

Assign to

Owners

Customer View

Costs driven or
consumed by each
customer/internal

sponsor
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Service Income Statement

Base Income
Statement
Revenues

Determine Units or
costing, or agree on
service level and price

Some labor and consulting,
some third party services, some
hardware and software

*Services must be understandable to business line
managers, cannot be “components” like servers, PC’s
data center space, etc.

Indirect

Most hardware and software, Allocation and assignment
data centers, monitoring and methodology (servers, units,
support staff, etc. studies, time estimation, etc.)

Service Income Statement

Service 1 Service 2 Service 3 Service 4
(Billing (Customer (ERP S lln

Services) Support) Financials) (etc.)
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Cost/Satisfaction Graph
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Cost/Satisfaction Graph

The goal is to be green and in
this quadrant
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Cost/Satisfaction Graph

¢ O
< Par

= Par

'> Par

- 9
o
8
» 8
©
C
©
5 7
o
=
- b
&+
(o]
@ 5
S
S 4
=
3 3
o
2\2
(0]
= ®
>
g 1
c
.0
8 o
&1‘61 2
<

The goal is to be green and in
this quadrant

2.2

24 2.6 2.8 3
Application Instability Rating

3.2

3.4 3.6 3.8 -

*All data for Display Purposes Only

{3 CME Group

© 2014 CME Group. All rights reserved.



Incorporating Non-Financial Metrics Into Decision Making

Annual Cost System Functionality Cost to move to Reliability and Cost to move to Efficiency One time Cost to
to Run Green Scalability Green Opportunity Efficiency

$75 M Trading - N/A $3 M $10 M/Yr $15M

$40 M Clearing $5M - N/A $5 M/Yr $8 M
$30 M Customer Service $10 M $6 M N/A N/A
$20 M Settlements N/A $4 M $2 M/Yr $1 M
$165 M Total “Base” Budget $15 M Functionality O tunit $13 M Reliabilit | Scalabilit $24 M Effici 0 tunit
Includes “run” and in the “Give you what you want to quickly Opportunity “Spend money today to eliminate old
pipeline “change” activities meet business needs” “Improve performance, reduce outages, systems and processes to reduce costs
and reduce systemic risk of failure” in future years”

Questions:

* What should the budget be?

* How can choices be made and tracked along this spectrum?

* What are the costs of external “apples to apples” products and would it be efficient to use them instead?

*All Data for Display Purposes Only
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Incorporating Non-Financial Metrics Into Decision Making

Annual Cost System Functionality Cost to move to Reliability and Cost to move to Efficiency One time Cost to
to Run Green Scalability Green Opportunity Efficiency
$75 M Trading - N/A $3 M $10 M/Yr $15 M
$40 M Clearing $5M - N/A $5 M/Yr $8 M
$30 M Customer Service $10 M $6 M N/A N/A
$20 M Settlements N/A $4 M $2 M/Yr $1 M
$165M -Base” $13 M Reliability and Scalability

Includes “run” and in the “Give you what you want to quickly Opportunity “Spend money today to eliminate old
pipeline “change” activities meet business needs” “Improve performance, reduce outages, systems and processes to reduce costs
and reduce systemic risk of failure” in future years”
Questions: Reliability

* What should the budget be?
* How can choices be made and tracked along this spectrum?
* What are the costs of external “apples to apples” products and would it be efficient to use them instead?

*All Data for Display Purposes Only
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