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Virtualization and Cloud Computing

Our company will realize a net benefit of $9.2 million over three years when we convert our physical servers to virtual machines using VMware.  The advantage of switching from physical servers to virtual machines is server consolidation.  This allows us to reduce our total amount of servers from 1,000 to 280 servers. 
Server consolidation is combining servers or replacing legacy servers with virtual systems, the cloud, or SaaS products.  A virtual machine is a computer file that acts like a computer.  It is a computer running on a computer.  The biggest benefit of server consolidation is that it allows us to convert 800 of our physical servers to 80 virtual machines.  Fewer servers mean we pay less in maintenance costs.
Converting our physical servers to virtual machines will cost us $4.8 million dollars.  Our company will be receiving a benefit of $14 million in costs over a three-year period.  The net benefit will be $9.2 million over a three-year period. 
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Current Servers  Year1 Year2 Year3 Total Costs

Server costs $8,000,000.00 $8,000,000.00
Maintenance costs  $2,000,000.00  $2,000,000.00  $2,000,000.00 $6,000,000.00
Total costs $10,000,000.00  $2,000,000.00  $2,000,000.00 $14,000,000.00
Hardware refresh Year 1 Year2 Year3 Total Costs

Server costs $2,880,000.00 $2,880,000.00

Maintenance costs  $640,000.00  $640,000.00  $640,000.00  $1,920,000.00
Total costs $3,520,000.00  $640,000.00 $640,000.00  $4,800,000.00




