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The Hidden Costs of IT
Security Breaches

A CFO's Guide to Risk Mitigation




Executive Summary

Your clients' cybersecurity costs just became your advisory problem. Data breaches now cost more than most of
your clients' annual profits, and the bills keep growing. Every client you counsel without addressing this puts not
only their financial future at risk, but also your reputation as their trusted advisor.

The Reality Check

Data breaches cost $4.44 million on average in 2025. Though this number decreased by 9%
compared to 2024, it still represents a major cost." Most of your clients' current IT budgets can't
handle a hit of this magnitude.

Your Clients' Industry Multipliers

The cost varies dramatically by industry, with regulated sectors taking the biggest financial hit:

@ Healthcare clients: $7.42 million average breach cost, highest for 14 straight years®
@ Financial services clients: $5.56 million average, 26% above the global average®

@ All sectors: 86% of breached companies reported business disruption due to a breach®

The Hidden Cost Problem Your Clients Face
Headlines focus on total breach costs, but that misses the real financial damage your clients experience.

58% of breach costs came from lost business and post-breach response efforts, including business disruption
and losses, customer churn, reputational damage, and regulatory compliance costs. In total, that represented
$2.58 million of the $4.44 million average breach cost.

How Long Will Your Clients Be Losing Money?

Your clients will deal with an active breach for over 8 months on average: 181 days to find it, plus 60
days to stop it." During this time, operational damage compounds daily, rendering business continuity
plans irrelevant.

What You'll Learn in This Whitepaper

Exact breach costs and regulatory penalties for your clients' industries
A 20-question framework to evaluate IT providers from a financial perspective
Insights proving why flexible IT contracts beat long-term commitments for your clients

Implementation steps that align security spending with your clients' budget cycles
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Bottom Line

Your clients will undoubtedly face security incidents. The question is whether their IT strategies can financially
survive them—and whether you've positioned them properly.
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Ready to discuss your

clients’ IT needs?

Book a no-cost consultation with one of our experts.



https://www.milesit.com/contact-us/

CHAPTER 1

What a Breach Actually Costs Your Clients

Calculate Total Financial Impact
Your clients' cybersecurity budgets focus on tools and response plans. But breach costs extend far beyond their

IT departments' scope, creating financial damage that can destroy years of profit growth. As their fractional CFO,
you need to understand these costs to properly advise on risk management.

Breaches Have Significant Costs for Your Clients
The Financial Drain Your Clients Face Based on recent research, your clients will take 181 days to

discoverla breach and another 60 days to stop it. That results in active threats bleeding money
through:

® Revenue disruption that affects quarterly reports

Emergency response teams and consultant fees

® Forensic investigations and legal expenses

Regulatory penalties

Fast Timeline Equals Cash for Your Clients

Companies that stopped breaches in under 200 days paid significantly less, with an average of $3.87
million. This cost represents a 5% decline from 2024. However, those exceeding 200 days faced
average costs of $5.01 million."

Your Clients' Biggest Financial Threats

Different attack types hit budgets differently:

Email and phishing attacks: Enhanced by Al, showing increasing costs & sophistication and accounting for

®  16% of incidents"

® Supply chain compromise: 15% of breaches, costing $4.91 million on average with 267-day resolution times®

@ Malicious insiders: Less frequent at <10%, but highest costs at $4.92 million*

The Real Money Drain: Indirect Costs Hit Your Clients Hardest

58% of breach costs stem from lost business and post-breach actions, including operational disruption,
revenue loss, downtime, customer churn, reputational damage, regulatory fines, helpdesk
communications, and legal fees. On average, this amounts to $2.58 million."

This includes:

Your Clients' Customer Exodus:

Customer loss and replacement costs Extra customer service staff for breach-related calls

Customer notification and credit monitoring bills Class-action lawsuits and individual claims

CFO'’s Guide to Risk Mitigation Miles IT



Your Clients' Operations Shut Down:

® Revenue loss during system downtime ®  Productivity collapse from manual workarounds

® Supply chain disruption when partner systems fail ® Emergency staffing and overtime during crisis response

Your Clients' Regulatory Bills:

® Regulatory fines and legal representation ® Compliance audit costs and remediation requirements

® |nsurance premium spikes after claims ® | egal discovery and litigation expenses

Recovery Reality: Most of Your Clients Never Fully Recover

Your Clients’ Recovery Odds Are Low 65% of breached organizations have not fully recovered from a data
breach.! This means:

® Breaches can result in permanent financial damage
® Recovery extends well beyond initial response

® Your financial planning for clients must account for extended operational problems

Your Clients' Reputation Has Real Financial Impacts While hard to quantify exactly, reputation damage creates
measurable costs for your clients:

Stock price drops for your public company clients (consider that one organization saw its stock price
plummet by 31% within a week of a public breach)?

Higher customer acquisition costs due to loss of trust
Partnership and vendor relationship problems for all your clients

Difficulty securing favorable contract terms with new clients
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Small Companies Get Hit Harder

Your Clients Are a Bigger Target Than They Think

Small and medium businesses are targeted almost four times more than larger businesses.®
Cybercriminals target smaller companies because they typically have:

Less mature security programs
Limited incident response capabilities
Fewer resources for comprehensive recovery

Higher relative impact from business disruption

| The Multi-Environment Problem

Modern business creates complex security challenges with direct cost implications. According to 2025 research:

30% $5.07mi|lion 28%

of breaches involved data across average cost for multi-environment of breaches involved on-premises
multiple environments breaches data, an 8% increase from 2024+

Ready to discuss your
clients’ IT needs?

Book a no-cost consultation with one of our experts.



https://www.milesit.com/contact-us/

CHAPTER 2

Your Industry's Financial Exposure

Your clients’ breach costs depend heavily on their industry. Regulated sectors pay the steepest price, with
compliance penalties that can exceed breach response costs.

Healthcare Faces the Highest Costs

The $7.42 Million Problem Healthcare companies have paid the highest breach costs for 14 straight
years, averaging $7.42 million per incident in 2025." Healthcare breaches also take the longest to
identify, with an average identification and containment period of 279 days. That's over 35 days longer
than the average time period worldwide.

Average Breach Costs By Industry

Healthcare Financial

Highest breach cost of any sector globally High-value targets with strict compliance requirements

Average Breach Cost Average Breach Cost

$7.42 million $5.56 million

Per incident, global average Per incident, global average

Industrial Energy

Operational disruption amplifies cost beyond data loss Critical infrastructure attacks carry national impact

Average Breach Cost Average Breach Cost

$5.00 million $4.83 million

Per incident, global average Per incident, global average

Technology

IP theft and reputational damage compound direct losses

Average Breach Cost

$4.79 million

Per incident, global average

Health Insurance Portability and Accountability Act (HIPAA) Penalty Exposure (2024 rates):*

® No knowledge of violation: $141 to $35,581 per violation, max $35,581/year
@ Reasonable cause: $1,424 to $71,162 per violation, max $142,355/year
® Willful neglect (fixed): $14,232 to $71,162 per violation, max $355,808/year

@ Willful neglect (not fixed): $71,162 to $2,134,831 per violation, max $2,134,831/year
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Statistics Your Healthcare Clients Should Know

The Department of Health and Human Services has:

® Collected $144,878,972 across 152 penalty cases to date®

® Processed 22 major enforcement actions in 2024 alone*

® |nvestigated over 31,191 cases requiring corrective actions to date’

Why Your Healthcare Clients Pay More:
Medical devices expand their attack surface
Extensive vendor networks create third-party risks for your clients
Patient data sells for $250 per record on dark web markets®

Operational disruption that affects patient care creates life-safety liability for your healthcare clients

Financial Services Clients: Cybercriminals Target Them for Money

Your Financial Services Clients' $5.56 Million Problem Financial companies face breach costs
averaging $5.56 million, 26% higher than the global average.! They pay more because bad actors
specifically target them for direct financial gain.

Your Financial Clients' Catastrophic Risk 2024 data shows that when 50+ million records get

compromised, both healthcare and financial services paid an average of $375 million in costs.” This
shows how quickly your clients' exposure can explode.

How Cybercriminals Attack Your Financial Services Clients:

51% 25% 24%

of breaches are malicious attacks of attacks stemmed from IT failures of attacks stemmed from human error

(Highest rate because money motivates
bad actors;

Your Financial Clients' Penalty Exposure

Financial companies face additional regulatory risk through the Payment Card Industry Data Security Standard
(PCI DSS) and the Sarbanes-Oxley Standard (SOX) requirements (for public companies).

PCI DSS Penalty Exposure

Per month: Ranges from $5,000 to $100,000, depending on the timeline and scope®

SOX—Personal Executive Liability for Your Public Company Clients:

® Knowing false certification: Up to $1 million in fines plus 10 years prison’

® Willful false certification: Up to $5 million in fines plus 20 years prison’

® Document destruction: Criminal penalties up to 20 years prison®
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Cross-Industry Risk Multipliers

Multiple Compliance Requirements

Many organizations must ensure compliance with multiple frameworks simultaneously:
® Healthcare companies handling payment data need both HIPAA and PCI DSS compliance
® Financial services firms with healthcare clients face HIPAA requirements

Law firms representing healthcare or financial clients may be subject to industry-specific data protection
requirements

Ready to discuss your

clients’ IT needs?

Book a no-cost consultation with one of our experts.
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CHAPTER 3

What Poor Security Investments Actually Cost You

Security spending decisions have measurable financial consequences. Data shows clear connections between

what your clients invest and what they lose.

Your Clients’ Security Staffing Problem Costs $1.57 Million

The Understaffing Crisis Security staffing shortages result in higher breach costs; 48% of organizations reported
that they faced a high shortage of security skills. Organizations with severe staffing problems paid an average of
$1.57 million more in breach costs than those with adequate staffing.!

The ROI of Staffing The financial case for security staffing is simple:

Adequate staffing: Baseline breach costs

Severe understaffing: Additional $1.57
million in breach costs

Security professional cost: Ongoing costs of
hiring & retaining security staff

Break-even analysis: Hiring 6-7 security staff
costs less than the average additional breach
cost from understaffing

Hidden Understaffing Costs Beyond direct breach cost increases, security understaffing creates more financial

problems:

Extended breach detection means longer
financial damage

Failure to align with regulated standards
creates risks

Increased reliance on emergency consultants
at premium rates

Inadequate incident response extends
business downtime

MSP-Provided Detection Saves Your Clients Nearly $1 Million Per Incident

Your Clients' Detection Challenge How breaches are discovered significantly impacts total costs. Internal
detection saves nearly $1 million compared to breaches disclosed by attackers.! But building internal detection

capabilities is complex and expensive.

Why Internal Detection Doesn't Make Sense for Your Clients:

Security monitoring platform: Expensive
initial investment & ongoing maintenance

SIEM and monitoring tools: Investment in
enterprise-grade platforms

Security analysts: Ongoing costs of hiring &
retaining employees and paying for 24/7
coverage

Training and certification: Expenses to
maintain expertise for security teams
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How MSP-Provided Detection Benefits Your Clients The right MSP provides:

Professional 24/7 monitoring with immediate threat detection
Advanced SIEM and monitoring platforms included in service costs

Experienced security analysts already trained and certified

Your Clients' Detection ROl Through MSP-Provided Detection:

MSP detection service cost: Included in Internal detection savings: $1 million per
comprehensive service incident

Break-even requirement: An MSP pays for
itself if it detects just one breach internally
every 2-3 years

Internal development cost: Remove expenses
of hiring, training, & retaining security experts

The Escalating Costs of Cloud Security

The Multi-Environment Problem Modern business creates complex security challenges with direct
cost implications. 30% of breaches involve data across multiple environments, with specific costs by
storage location.!

Your Clients’ Cloud Cost Reality:

Multiple types of environments: $5.05
million average data breach cost (most
expensive)'

Public cloud breaches: $4.68 million average
data breach cost

Private cloud breaches: $3.90 million average On-premises breaches: $4.01 million average
data breach cost data breach cost

Why Multi-Environment Costs More
Operating across multiple environments creates unique cost drivers:

Increased attack surface means more entry points for bad actors
Complex incident response across multiple platforms increases costs

Multiple vendor relationships complicate breach response

CFQ’s Guide to Risk Mitigation Miles IT



MSP-Provided Incident Response Teams Can Cut Client Breach Costs by 58%
Your Clients' IR Challenge
Organizations with formal incident response teams and regularly tested plans show huge cost advantages: $3.26

million average breach cost vs. $5.29 million for those without teams.™ But building internal IR capabilities is
expensive and complex.

Why Internal IR Teams Don't Work for Your Clients:

IR team establishment: Costs for hiring &
retaining specialized staff members, providing
training, and investing in tools

Plan development and testing: Annual
expenses for proper testing procedures

Cross-functional expertise needed: Legal,

24/7 availability requirement: Need multiple e o A e, Bne ConmRTEhes

teams for round-the-clock coverage

specialists
How MSP-Provided IR Benefits Your Clients
The right MSP provides:
Formal incident response teams already Tested, proven response procedures based
established and trained on years of experience

Cross-functional expertise including legal,
compliance, and communications
coordination

24/7 availability without internal staffing
requirements

Your Clients' IR ROI Through MSP-Provided Response:

No internal IR team cost: Remove expenses
of hiring, retaining, & training security
professionals

MSP IR service inclusion: Covered within
comprehensive service agreement

Break-even analysis: MSP IR services pay for
themselves with just one incident every 3-5
years
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Why the MSP Partnership Model Works Better Than Internal Development

Access to Expertise Without Hiring Challenges Your clients gain immediate access to:

Certified security professionals without Advanced technology platforms without
hiring market competition capital investment

Proven procedures and playbooks without 24/7 coverage without shift staffing and
internal development time management complexity

Cost Efficiency Through Shared Resources

MSP partnerships provide better economics:
Shared cost model: Advanced technologies distributed across multiple clients
No benefits overhead: No health insurance, equity, or management costs for specialized staff
Predictable monthly costs: No surprise capital expenditures or emergency consultant fees

Scalable services: Pay for what you need when you need it

Proactive monitoring & maintenance: Teams can identify and resolve smaller issues before they unfold into
major, catastrophic incidents

Risk Mitigation Through Proven Expertise

MSP partnerships reduce implementation risks:

Proven track record: Established procedures Regulatory expertise: Compliance specialists
tested across multiple clients who understand industry requirements
Vendor relationships: Pre-established Continuous improvement: Learning from
relationships with third-party providers and work across entire client base benefits all
regulatory experts clients

More Focus on Core Business Operations

MSP partnerships allow your clients to:

Focus internal resources on revenue- Avoid technology management complexity
generating activities outside their core expertise

Maintain business agility without internal Access cutting-edge expertise without
infrastructure constraints research and development investment
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CHAPTER &4

A Framework for Evaluating MSP Partnerships

Fractional CFOs face unique challenges when evaluating MSP partnerships for clients. Unlike internal IT
evaluations, MSP assessments require understanding both technical capabilities and business model alignment.
This framework provides a systematic approach to MSP evaluation from a financial risk management
perspective.

Core Evaluation Categories

e Security Response and Financial Protection (30% Weight) The most critical evaluation area focuses on the
MSP's ability to detect, respond to, and protect against security threats.

Compliance and Regulatory Management (25% Weight)
® Industry-specific compliance knowledge that reduces regulatory penalty exposure and simplifies audit

processes.

® Contract Structure and Financial Terms (25% Weight) Business model flexibility that aligns with client
growth and operational requirements.

° Technical Capabilities and Innovation (20% Weight) Advanced technology platforms that deliver

measurable cost reduction and operational efficiency.

Security Response and Financial Protection Evaluation

Team Experience & Response Time

Organizations with internal detection save nearly $1 million per incident and reduce the breach lifecycle by 34
days.! Effective MSPs should demonstrate:

24/7 monitoring with professional security operations centers
Experienced team with effective workflows and in-depth technical expertise

Guaranteed fast response time, including after hours, during weekends, and on holidays

Incident Response Services
Formal incident response (IR) teams and regularly tested IR plans reduce breach costs by 58% ($2.03 million
savings per incident)."* MSP evaluation criteria should include:

Documented incident response plans with Cross-functional teams including technical
guaranteed response times and compliance experts

24/7 availability with established escalation

procedures Proven track record with client references
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Compliance and Regulatory Management Assessment
Industry-Specific Expertise

Healthcare organizations face $7.42 million average breach costs in 2025.* Potential HIPAA penalties can cost
up to $2.13 million per violation.* Financial services face $5.56 million average costs.' SOX executive liability can
cost up to $5 million plus imprisonment.” MSPs should demonstrate:

® Dedicated compliance teams with industry specialization
® Regular certification validation and continuous monitoring

® Client-specific compliance assistance and audit support

Regulatory Standard Updates

Regl.[ldatory requirements evolve continuously, with penalty structures increasing. Effective MSPs should
provide:

Proactive monitoring of
regulatory changes affecting Regular compliance updates
clients

Client notification
procedures

Audit Support and Documentation

Organizations often require MSP participation during compliance audits and regulatory examinations. MSP
services should include:

Comprehensive documentation for audit support
Direct auditor communication when required

Personalized assistance with audit preparation

Contract Structure and Financial Terms Analysis

Business Model Flexibility

Traditional MSP contracts may include penalty clauses leading to additional costs during business changes.
Modern MSP partnerships should offer:

Short-term commitment Scaling flexibility without No early termination
options major changes penalties or change fees
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Service Level Agreements and Response Time

Business disruption represents $2.58 million of the average $4.44 million breach cost.* MSP agreements should
include:

Response time guarantees
Business continuity assurance beyond basic technical support

Specific Recovery Time Objectives (RTO) and Recovery Point Objectives (RPO) for your backups

Cost Predictability

Multi-year contracts often include clauses increasing costs over time. MSP partnerships should provide:

Advance notification and
justification for any cost
changes

Clear pricing with Protection against hidden
transparent scaling models charges

Technical Knowledge and Innovation Evaluation

Multi-Environment Security Management

Data stored across multiple environments incurred the highest average breach cost at $5.05 million. The number
of breaches involving on-premises data increased by 8% in 2025." MSP services should encompass:

Comprehensive security across cloud, on- Unified monitoring and response across
premises, and hybrid environments multiple platforms

Specialized expertise in cloud security Integration capabilities with existing client
architectures technology stacks

Backup and Recovery Planning & Tools

Business disruption costs represent 58% of total breach costs, making rapid recovery essential. MSP offerings
should provide:

Specific recovery time objectives (RTO) and recovery point objectives (RPO)

Regular testing and validation of backup systems

Business continuity support beyond technical restoration
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Advanced Evaluation Considerations
Technology Platform Sophistication

Top technology solutions are crucial for preventing incidents and detecting breaches more quickly. Advanced
MSPs should demonstrate:

Enterprise-grade security platforms already Integration across multiple security tools and
implemented and optimized data sources

Expert platform management without Continuous optimization and improvement
requiring client technical expertise based on threat landscape changes

Vendor Relationship Management

Many breaches originate through third-party access, creating complex incident response scenarios. MSP
services should include:

Segmented access Incident response )
controls for vendors and coordination across multiple
partners vendor relationships

Comprehensive third-party
risk assessment programs

Scalability and Growth Support
Organizations need MSP partnerships that adapt to changing business requirements. Evaluation should consider:

Ease of service scalability
Technology platform capacity for organizational growth
Geographic expansion support and regulatory compliance knowledge

Integration capabilities with new business applications and systems
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Financial Analysis Framework
Total Cost of Ownership Comparison

MSP partnership evaluation should include comprehensive cost analysis:

Direct service costs compared to internal Risk mitigation value through proven
expertise development knowledge and procedures

Operational efficiency gains from working
with a trusted security partner

Avoided costs through contract flexibility
Return on Investment Calculation

MSP partnerships should demonstrate positive ROI through:

Measurable cost reduction compared to internal development
Risk mitigation value aligned with industry-specific exposure
Operational efficiency improvements and resource reallocation

Technology access without capital investment requirements

This evaluation framework enables fractional CFOs to systematically assess MSP partnerships based on financial
protection, operational efficiency, and business model alignment. The goal is to identify MSP partners that
provide enterprise-level security while maintaining the operational flexibility essential for growing organizations.

Questions 1-5: Security Response and Financial Protection

1. What is your average response time?

Why this matters for your clients: Quick containment is critical. Breaches that exceed 200 days cost an
average of $1.14 million more than breaches that lasted less than 200 days.*

What to look for: MSPs with guaranteed response times, backed by a proven track record.

2. Do you provide a formal, dedicated Incident Response (IR) team, and how often is the IR plan tested?

Why this matters for your clients: Organizations with formal IR teams and regularly tested plans reduce
breach costs by 58% ($2.03 million savings per incident).

What to look for: MSPs with established, cross-functional teams (technical, legal, compliance) and
documented, proven testing procedures.

3. Does your team provide 24/7 monitoring and availability?

Why this matters for your clients: Security incidents can occur at any time of day or night; an always-on
team is paramount for identifying and responding to critical issues quickly.

What to look for: MSPs with documented around-the-clock availability, including after hours, weekends,
and holidays.
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4. Does your MSP offer proactive cybersecurity services, like system analyses, patch management, and
security assessments?

Why this matters for your clients: Proactive services protect against costly breaches and help clients
resolve vulnerabilities before bad actors can exploit them.

What to look for: MSPs that offer comprehensive, proactive security solutions and perform vulnerability
scans, security posture assessments, and penetration testing.

5. What is the financial scope of the breach coverage included in your MSP contract, and what exactly
does it cover?

Why this matters for your clients: Service provider coverage can include immediate, pre-authorized services
to aid in recovery costs.

What to look for: MSPs that provide guaranteed identification, labor, and remediation if a breach occurs.
Make sure your clients know exactly what is included in their plan and what may cost extra.

Questions 6-10: Compliance Assistance from the MSP

6. What compliance certifications does your MSP maintain?

Why this matters for your clients: Certifications like SOC 2 Type Il represent independent, external
validation of the MSP’s security and operational controls.

What to look for: MSPs with relevant certifications (example: SOC 2 Type Il) and annual validation.

7. What compliance regulations does your MSP have experience with?

Why this matters for your clients: Different regulatory standards have varying requirements; it’s essential
that partners already have a strong understanding of the regulations affecting your clients.

What to look for: MSPs with proven experience assisting clients in similar industries and knowledge of
related compliance standards.

8. How does your MSP stay current with changing regulations affecting my clients?

Why this matters for your clients: HIPAA penalties now reach $2.13 million per violation and SOX penalties
reach $5 million for executives.

What to look for: MSPs with dedicated compliance teams providing proactive client communication about
regulatory changes.

9. Does your MSP provide compliance audit support to my clients?

Why this matters for your clients: Organizations often need vendor participation during compliance audits
and regulatory examinations.

What to look for: MSPs offering documentation, expert testimony, and direct regulator communication
when required.
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10. How does your MSP manage multiple, overlapping regulatory requirements (HIPAA, PCI DSS, SOX)
for a single client?

Why this matters for your clients: Many organizations face multiple compliance requirements. Failure to
understand these overlapping standards can lead to gaps and increased regulatory penalty exposure.

What to look for: MSPs with unified compliance assistance, a methodology for mapping controls across
frameworks, and a dedicated team.

Questions 11-15: Contract and Financial Terms

11. What contract terms does your MSP require from clients?

Why this matters for your clients: Contract flexibility reduces financial risk and lets clients adapt as their
business needs change.

What to look for: MSPs offering short-term options that still retain high-quality service and guaranteed
coverage.

12. Are there penalties if my clients need early termination, service modifications, or scaling changes?

Why this matters for your clients: Traditional MSP penalty clauses can cost your clients during business
changes.

What to look for: MSPs with flexible terms accommodating client growth, downsizing, or strategic changes
without financial penalties.

13. How do your MSP costs scale with my clients' organizational growth?
Why this matters for your clients: Growing organizations need predictable costs that can scale easily.

What to look for: MSPs with transparent, linear scaling without penalties for rapid growth or contraction.

14. How does your MSP determine costs for my clients?
Why this matters for your clients: Different MSPs may use varying factors to determine costs.

What to look for: MSPs with clear, concise pricing and an itemized fee structure so your clients understand
exactly what they're paying for.

15. How does your MSP handle onboarding processes and timelines?

Why this matters for your clients: MSPs should be able to carry out seamless onboarding procedures
without requiring an excessive amount of work from your clients.

What to look for: MSPs with a proven onboarding process, including an assigned project manager, clearly
defined communication protocols, and minimal client involvement.

CFQ’s Guide to Risk Mitigation Miles IT



Questions 16-20: Technical Expertise

16. What is your MSP’s team and structure like?

Why this matters for your clients: You need to trust that your clients’ MSP team will make the best
decisions, respond quickly, and use the right tools appropriately.

What to look for: MSPs with an experienced team, effective workflow, and proven track record of
responding to threats in a timely manner.

17. Does your MSP team constantly keep ahead of current threats, and evolve security measures as a
result?

Why this matters for your clients: Threats are constantly changing. Consider this: though not a new threat,
supply chain compromise grew in 2025 to become the second most common attack vector.

What to look for: MSPs with proven experience and a commitment to continuous improvement, such as
increasing detection times and reducing recurring events.

18. Does your MSP offer multi-environment security for my clients?

Why this matters for your clients: Breaches across multiple environments cost $5.05 million on average,
requiring specialized security approaches.

What to look for: MSPs with strong security embedded across all major cloud platforms and unified
monitoring and response.

19. How does your MSP handle third-party and vendor risk management for clients?

Why this matters for your clients: Many breaches start through third-party access, creating complex
incident response scenarios.

What to look for: MSPs with vendor risk assessment programs and segmented access controls for third-
party users.

20. What backup and recovery services does your MSP provide to clients?

Why this matters for your clients: Business disruption costs represent 58% of total breach costs, making
rapid recovery essential.

What to look for: MSPs with specific backup and disaster recovery services, along with alignment with
recovery time objectives (RTO) and recovery point objectives (RPO) for specific clients.

CFQ’s Guide to Risk Mitigation Miles IT



How to Calculate Your Security ROI
Your Four-Step Cost-Benefit Analysis

1. Calculate Prevention Costs: Add up total cost of ownership for security services:

® Monthly service fees: Base service costs encompassing all included services
® Implementation costs: One-time setup, migration, and configuration expenses
® Training expenses: Staff training on new systems and processes

® Opportunity costs: Internal staff time for vendor management and oversight

2. Calculate Avoided Costs: Quantify potential cost avoidance based on your industry:

Breach cost avoidance: Use industry averages ($7.42M healthcare, $5.56M financial services)
Regulatory penalty avoidance: Factor in maximum penalty exposure based on compliance requirements
Business interruption reduction: Calculate operational cost savings from improved uptime

Insurance premium savings: Reduced premiums from demonstrably improved security posture

3. Measure Efficiency Gains: Document operational improvements:

Reduced internal IT staffing needs: Outsourced security functions reduce internal IT requirements

Improved productivity: Minimized downtime and reduced security incidents improve overall productivity

Faster incident response: Reduced business disruption through professional incident response services

4. Assess Flexibility Value: Quantify the value of operational flexibility:

® Avoided contract penalties: Elimination of early termination fees and change penalties

Scaling flexibility: Ability to adjust services without penalty

Technology refresh: Access to current security technologies without capital investment
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CHAPTER 5

Implementation Roadmap

Successfully transitioning to a risk-resilient IT security strategy requires systematic planning that aligns with
financial budgeting cycles and business operational requirements. This chapter provides a practical
implementation framework designed for CFO oversight and measurement.

90-Day Implementation Framework
Phase 1: Assessment and Planning (Days 1-30)

Weeks 1-2: Current State Financial Analysis

Comprehensive cost audit: Document all current IT-related expenses including staff, services, insurance,
and compliance costs

® Contract analysis: Review existing agreements for termination clauses, penalties, and renewals

Weeks 3-4: Risk Quantification and Benchmarking

Industry-specific risk modeling: Apply healthcare ($7.42M), financial services ($5.56M), or relevant industry
average breach costs

Regulatory penalty exposure: Calculate maximum potential fines based on current compliance regulations
Business disruption modeling: Estimate revenue impact from operational downtime using historical data

Insurance coverage analysis: Review current cyber insurance policy terms, exclusions, and deductibles

Key Deliverables - Phase 1:

Current state cost baseline Contract & insurance Financial impact modeling
documentation EREINAS for various breach scenarios

Phase 2: Vendor Evaluation and Selection (Days 31-60)
Weeks 5-6: Research and RFP Development

® Vendor identification: Research providers with relevant industry experience and compliance expertise

e RFP framework development: Use the 20-question framework from Chapter 4 as the foundation for
vendor evaluation

e Evaluation criteria weighting: Assign weights based on organizational priorities (cost, compliance, flexibility,
coverage)

® References: Contact existing clients of similar size in similar industries

CFQ’s Guide to Risk Mitigation Miles IT



Weeks 7-8: Proposal Analysis and Financial Modeling

Total cost of ownership analysis: Compare all-in costs including services, implementation, training, and
ongoing support

Contract terms evaluation: Assess flexibility, scalability, and exit provisions for each proposal

Implementation timeline assessment: Evaluate realistic deployment schedules and business disruption
during transition

Key Deliverables - Phase 2:

Vendor evaluation scorecard (see Appendix A) Financial comparison analysis

Phase 3: Implementation Planning and Execution (Days 61-90)

Weeks 9-10: Provider Selection and Contract Submission

® Final vendor selection: Choose provider based on evaluation criteria and financial analysis
® Contract submission: Finalize terms including service levels, breach coverage, and flexibility
® Implementation planning: Develop timeline for service transition with minimal business disruption

® Stakeholder communication: Prepare presentation and staff communication regarding the transition

Weeks 11-12: Transition and Validation
Service transition: Execute cutover plan with minimal operational impact
Testing and validation: Verify all security controls are functioning properly
Staff training: Ensure all employees understand new procedures and contact protocols

Documentation update: Update incident response plans, compliance procedures, and emergency contact
information

Key Deliverables - Phase 3:

Updated incident response
procedures
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Financial Decision Framework for CFOs

Critical Financial Evaluation Criteria
1. Total Cost of Ownership (TCO) Analysis Evaluate all costs over a 3-year period:

Direct service costs: Monthly fees, implementation costs, training expenses
Indirect cost savings: Reduced internal staffing, decreased insurance premiums
Risk mitigation value: Quantified value of enhanced breach coverage and faster incident response

Flexibility premium: Value of contract flexibility and penalty avoidance

2. Cash Flow Impact Assessment Consider timing of costs and benefits:

® Implementation costs: One-time expenses for transition and setup
® Monthly service costs: Ongoing operational expenses
® Avoided cash outlays: Reduced need for emergency consulting and incident response services

® Insurance considerations: Potential for reduced premiums or deductibles

3. Risk-Adjusted Return Calculation Factor probability and impact of security incidents:

Baseline risk: Industry average breach probability and costs
Risk reduction: Improved security posture and faster incident response
Insurance gap coverage: Additional protection beyond traditional cyber insurance

Compliance assistance: Reduced regulatory penalty exposure

Board Presentation Framework

Executive Summary Slide:

Current annual cybersecurity spending Proposed annual investment

[Amount] [Amount]

Net cost change Risk mitigation improvement

[Savings/Investment] [Coverage increase]

Contract flexibility gained
[Key terms]
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Common Implementation Challenges and Mitigation Strategies

Financial Challenges
Budget Approval Delays:

Mitigation
Prepare comprehensive ROI analysis
with industry-specific data

Operational Challenges

Staff Resistance

Mitigation
Involve key stakeholders in vendor
selection process

Business Disruption

Mitigation
Require detailed transition plan

with minimal downtime
commitments

Technical Challenges

Integration Complexity

Mitigation

Require vendor demonstration of
integration capabilities with
existing systems
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Solution

Present decision as risk management
investment rather than cost increase

Solution

Emphasize enhanced security
capabilities and reduced manual
workload

Solution

Schedule implementation during
low-business-impact periods

Solution

Establish technical validation
criteria before final vendor
selection

Timeline

Allow additional 30 days for budget
approval process

Timeline

Begin change management
communication 60 days before
implementation

Timeline

Plan transition over multiple
weekends or scheduled
maintenance windows

Timeline

Allow additional time for
integration testing and validation

Miles IT




Long-Term Strategic Considerations

3-Year Strategic Planning
Year 1 Objectives:

® Successful service transition with minimal business disruption
® Improved security metrics and compliance alignment

® Realization of projected cost savings and risk mitigation benefits

® Establishment of vendor relationship and performance monitoring

Year 2-3 Objectives:

Service optimization based on performance data
Expansion of security controls as business grows or changes
Enhanced security posture with new initiatives

Improved risk management as threats evolve

Business Growth Alighment

Scalability Planning:

Ensure selected provider can accommodate planned business growth
Verify that pricing structure aligns with your clients’ budgets at larger scales
Consider geographic expansion implications

Technology Evolution:

® Assess provider's capability to adopt emerging security technologies
® Plan for integration with new business applications and systems

® Consider potential for digital transformation initiatives

® Evaluate provider's research and development investment
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CONCLUSION

How to Protect Your Clients' Bottom Lines and Your
Professional Reputation

Cybersecurity is no longer just an IT problem. With industry-specific costs totaling millions of dollars, your
reputation as a trusted fractional CFO depends on helping clients avoid catastrophic financial losses.

What the Numbers Tell You About Your Advisory Role

1. Proactive Investment Pays Off for Your Clients The data shows clear financial benefits from smart security
investments you can recommend:

® Internal detection cuts client costs by nearly $1 million per incident
® Formal incident response teams reduce client breach costs by 58% ($2.03 million savings)

® Adequate security staffing helps clients avoid an additional $1.57 million in breach costs

2. Contract Flexibility Protects Your Clients Traditional long-term IT contracts create financial problems for your
clients that conflict with business reality:

Penalty clauses prove costly during necessary business changes
Scaling restrictions prevent cost-effective growth or contraction for growing clients
Technology refresh cycles don't align with contract terms

Instead: no long-term contract service models eliminate these financial risks while maintaining service
quality

3. Regulatory Penalties Often Exceed Breach Costs for Your Clients Industry-specific compliance failures result
in penalties that can destroy your clients' profits:

HIPAA violations cost healthcare clients up to $2.13 million per violation
SOX violations lead to $5 million fines plus 20 years prison for financial services executives

Financial services clients face 22% higher breach costs due to regulatory complexity

4. Business Disruption Costs Your Clients More Than Response Data shows that 58% of average breach costs
come from business disruption, not direct response costs. This emphasizes why your clients need:

® Rapid incident detection and response
® Business continuity planning that accounts for extended recovery times
® Contracts or service level agreements that guarantee fast response times

® Vendor relationships that prioritize keeping businesses running
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Your Action Plan as a Fractional CFO

This Month:

Calculate Each Client's Risk Exposure: Use the industry-specific data in this whitepaper to quantify your

) c
clients' current breach cost exposure

® Review Client IT Contracts: Identify penalty clauses in your clients' existing IT service agreements

Assess Client Insurance Gaps: Compare your clients' current cyber insurance coverage to industry-average

®  breach costs and identify gaps

° Evaluate Client Detection Capabilities: Determine whether your clients' current providers offer internal
detection capabilities

Next 90 Days:

Use the 20-Question Framework with Clients: Assess your clients' current and potential IT service providers
using the vendor evaluation criteria in Chapter 4

Calculate True Total Cost of Ownership for Clients: Include risk mitigation value and avoided costs in vendor
comparisons

Prepare Client Board Presentations: Use the financial data and ROI framework to present security
investments as risk management rather than cost centers

Plan Client Implementations: Use the 90-day roadmap to help clients transition to new partners

Next 12 Months:

Monitor Client Performance: Use KPIs to measure ongoing vendor performance and financial impact for
each client

Plan for Client Growth: Ensure clients' IT arrangements can scale efficiently without penalties

Stay Current with Regulations: Stay aware of evolving compliance requirements that could affect your
clients' penalty exposure

Optimize Client Investments: Use performance data to justify additional IT and cybersecurity investments

Your Professional Value as an MSP Partnership Advisor

Why MSP Partnerships Beat Internal Development for Your Clients
The math supports recommending expert MSP partnerships

® Average breach cost: $4.44 million globally, up to $7.42 million in healthcare
@ |Internal detection saves clients: Nearly $1 million per incident

@ IR teams save clients: $2.03 million per incident (58% reduction)

Strong security staffing saves clients: $1.57 million per incident

Your Risk-Adjusted Client Advice: Even if your clients experience significant security incidents
only once every five years, the cost avoidance from partnering with a trusted MSP provides
substantial positive returns. Add operational efficiency gains and regulatory compliance assistance,
and the business case for MSP partnerships becomes even stronger.
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Your Specific MSP Recommendation Criteria
Healthcare Clients

As these clients face $7.42 million average breach costs and potential HIPAA penalties up to $2.13 million per
violation, you'll want to recommend MSPs that provide:

® Guaranteed identification, labor, and remediation services for security breaches as part of service plans
® HIPAA compliance expertise and audit support capabilities
® Proven security tools to reduce the 279-day average recovery timeline

® Formalincident response procedures with healthcare-specific knowledge

Financial Services Clients

With these clients facing the potential of $5.56 million average breach costs and SOX executive liability up to $5
million, you'll want to recommend MSPs that offer:

Comprehensive PCl and SOX compliance assistance and audit capabilities
Enhanced detection capabilities to address the high malicious attack rate in financial services
Business continuity planning that accounts for regulatory reporting requirements during incidents

Knowledge of handling large-scale breaches

Your Professional Bottom Line

The evidence is clear: cybersecurity became a fundamental financial planning challenge the moment breach
costs exceeded most companies' annual profits. As a fractional CFO, your value lies in understanding when to
recommend expert MSP partnerships over expensive internal IT team development.

Your clients can't afford to build internal levels of security expertise that companies like Miles IT already have.
They need your financial guidance to make smart partnership decisions that provide enterprise-level security at a
fraction of the cost of internal development.

Fractional CFOs who understand MSP partnership economics will protect their clients from catastrophic
financial losses while positioning themselves as indispensable advisors who understand the true cost of
cybersecurity risk management.

The question isn't whether to recommend MSP partnerships to your clients. The question is which MSP you'll

partner with to protect your clients' financial futures—and enhance your reputation as their trusted financial
advisor.
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Appendices

Appendix A: Vendor Evaluation Scorecard

Evaluation Instructions:
Rate each question on a scale of 1-5, with 5 being the best, and then use the category weight to calculate a final
weighted score.

EVALUATION SCORE NOTES /
WEIGHT QUESTION / CRITERION

CATEGORY (1-5) EVIDENCE

Security Response
and Financial 30%
Protection

o What is your average response time? (Look for guaranteed
response times and a proven track record)

Do you have a formal, dedicated Incident Response (IR)
e team? How often is the IR plan tested? (Look for established,
cross-functional teams and proven testing)

Does your team provide 24/7 monitoring and availability?
e (Look for reliable support after hours, during weekends, and
on holidays)

Does your MSP offer proactive cybersecurity services, like

o patch management and security assessments? (Look for
proactive security solutions and experience performing
security assessments)

What is the financial scope of the breach coverage included
e in your MSP contract, and what exactly does it cover? (Look
for guaranteed identification, labor, and remediation services)

Compliance and
Regulatory 25%
Management

What compliance certifications does your MSP maintain?
e (Look for relevant certifications, like SOC 2 Type I, and
annual validation)

What compliance regulations does your MSP have
e experience with? (Look for proven experience assisting
similar clients and knowledge of relevant standards)

How does your MSP stay current with changing regulations
e affecting my clients? (Look for dedicated compliance experts
providing proactive client communication)
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Vendor Evaluation Scorecard (cont.)

EVALUATION SCORE NOTES /
WEIGHT QUESTION / CRITERION

CATEGORY (1-5) EVIDENCE

Does your MSP provide compliance audit support to my
e clients? (Look for documentation, expert testimony, and
direct regulator communication)

How does your MSP manage multiple, overlapping

@ regulatory requirements (HIPAA, PCI DSS, SOX) for a single
client? (Look for unified compliance assistance and a clear
methodology for mapping controls)

Contract Structure

25%
and Financial Terms ?

@ What contract terms does your MSP require from clients?
(Look for short-term options with guaranteed coverage)
Are there penalties if my clients need early termination,

@ service modifications, or scaling changes? (Look for flexible
terms accommodating growth, downsizing, or strategic
changes)

How do your MSP costs scale with my clients' organizational
@ growth? (Look for transparent, linear scaling without
penalties)

@ How does your MSP determine costs for my clients? (Look for
clear, concise pricing and an itemized fee structure)

How does your MSP handle onboarding processes and
@ timelines? (Look for proven processes with minimal
involvement required for your clients)

Technical
Capabilities and 20%
Innovation

@ What is your MSP's team and structure like? (Look for proven
experience, fast response, and best-in-class tools)

Does your MSP team constantly keep ahead of current
@ threats, and evolve security measures as a result? (Look for a
commitment to continuous improvement)

Does your MSP offer multi-environment security for my
@ clients? (Look for strong security across cloud, on-premises,
and hybrid environments)
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Vendor Evaluation Scorecard (cont.)

EVALUATION SCORE NOTES /

CATEGORY WEIGHT QUESTION / CRITERION (1-5) EVIDENCE

How does your MSP handle third-party and vendor risk
@ management for clients? (Look for vendor risk assessment
programs and segmented access controls)

What backup and recovery services does your MSP provide
@ to clients? (Look for specific backup/disaster recovery
services)

(Category Average Score x Category Weight), summed -
across all categories

TOTAL SCORE 100%

Appendix B: Industry Compliance Quick Reference

Healthcare (HIPAA) Compliance
® Violation Penalties: $141 to $2,134,831 per violation (2024 rates)

® Maximum Annual Penalties: Up to $2.1 million per year for uncorrected willful neglect
® Notification Requirements: 60 days for individuals, 60 days for media, 60 days for HHS (if >500 records)*

® Key Audit Focus Areas: Risk assessments, employee training, business associate agreements, encryption

Financial Services (SOX) Compliance
Executive Penalties: Up to $5 million fines and 20 years imprisonment for willful violations
Corporate Penalties: Up to $25 million in fines for companies*®
Certification Requirements: CEO and CFO must personally certify financial statement accuracy

Key Audit Focus Areas: Internal controls, financial reporting accuracy, audit firm independence
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Disclaimer: All statistics and figures cited in this whitepaper are from the sources listed above and were
current as of their publication dates. Organizations should verify current penalty structures and
compliance requirements with qualified legal counsel. This whitepaper is for informational purposes

only and does not constitute legal advice.

Ready to discuss your

clients’ IT needs?

Book a no-cost consultation with one of our experts.



https://www.milesit.com/contact-us/
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