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Virtualization and Cloud Computing

Our company can save $9.2 million by utilizing virtualization to consolidate our physical
servers. Virtualization allows us to use the full potential of a computer by running multiple
operating systems on a single computer. We are at the start of a hardware refresh cycle and will
be replacing all 1,000 servers in the next year, so it is a cost-effective idea to convert most of
these servers to virtual machine servers.

Virtualization is a way of partitioning physical servers into virtual servers, so our
company is able to consolidate ten physical servers onto a single virtual machine server. The key
capability of server consolidation is that it cuts 1,000 servers down to 280 servers. Virtualization
eliminates the amount of servers needed because it allows us to run multiple operating systems
on a single computer, utilizing the full potential of the computer. This benefits the company by
cutting down the amount of servers in the data center, decreasing the maintenance costs which
saves money in the end.

Virtualization and server consolidation will cost $4.8 from implementing 80 virtual
machines and 200 physical machines but the benefits of eliminating most physical servers and
the maintenance costs from them will be $14 million. This ends up in a total net benefit of $9.2
million dollars over three years. Investing in virtualization saves us money because it cuts down
the amount of servers we have and the costs that come along with them.
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Benefits: Year1l Year 2 Year3 Total
Eliminating Physical Servers 8,000,000 0 0 8,000,000
Eliminating Maintenance Costs 2,000,000 2,000,000 2,000,000 6,000,000
Total Benefits: 10,000,000 2,000,000 2,000,000 14,000,000
Costs: Yearl Year2 Year3 Total

VM Servers 1,280,000 0 0 1,280,000
Maintenance 240,000 240,000 240,000 720,000
Physical Machines 1,600,000 0 0 1,600,000
Maintenance 400,000 400,000 400,000 1,200,000
Total Costs: 3,520,000 640,000 640,000 4,800,000

Year1l Year 2 Year 3 Total
Net Benefits: 6,480,000 1,360,000 1,360,000 9,200,000
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