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Background and methodology of the research

Background of the research

With stabilizing demand & market shares and a tapering down in yearly revenue growth, the FAO market has been exhibiting
characteristics of a mature market. However, the year 2015 appears to be an exception to this general maturing trend, with the
FAO market registering accelerated growth, supported both by new contractual activity as well as renewals. The value
proposition continues to evolve, with high traction for automation and analytics-based insights and expectations from providers to
address the major pain-points of the CFQO’s office. Moreover, the top FAO service providers have been successful in
consolidating their positions and market shares.

In this study, we analyze the global multi-process FAO market in 2015 across various dimensions:
Market overview and buyer adoption trends

Impact of changes in FAO value proposition on contractual characteristics

Service provider landscape

Future outlook for the FAO market

Scope of the study and methodology of this report include:

e Third-party FAO deals

e Over 1,000+ multi-process FAO deals signed as of 2015, with a minimum of two F&A processes, and over US$1 million in
ACV

e Coverage across 25+ FAO service providers with multi-process capability including Accenture, Aegis, Arvato, Capgemini,
Cognizant, Datamatics, Dell, EGS, EXL, Genpact, HCL, HPE, Hexaware, IBM, Infosys, IQ BackOffice, Minacs, Quatrro, Serco,
Sutherland Global Services, TMF Group, TCS, Wipro, WNS, Xchanging, and Xerox

e Global surveys and one-on-one executive-level buyer interviews to understand how organizations perceive their FAO
engagements

Key exclusions
Shared services / Global In-house Centers (GICs)
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R
Our research methodology is based on four pillars of strength
to produce actionable and insightful research for the industry

e Market thought leadership

e Actionable and insightful research
e Syndicated and custom research deliverables

Robust definitions and Primary sources of Diverse set of market Fact-based research

frameworks information touchpoints (Data-driven analysis with
(F&A pyramid, multi-process (Annual contractual and (Ongoing interactions across expert perspectives, trend-
FAO definition, TVE — Total operational RFls, service key stakeholders, input from analysis across market
Value Equation, PEAK provider briefings and buyer a mix of perspectives and adoption, contracting, and
Matrix, market maturity) interviews, Web-based interests, supports both data service providers)
surveys) analysis and thought
leadership)

=

Appendix: respondent profile

Services
Industry

Issue

Data Gathering and Analysis

:

A o e — Canclusions and Recommendations

Proprietary contractual database of over 1,000+ multi-process FAO contracts (updated annually)
Year-round tracking of 25+ FAO service providers
Large repository of existing research in FAO

Dedicated team for FAO research, spread over two continents
Over 20 years of advising clients on FAO-related decisions
Executive-level relationships with buyers, service providers, technology providers, and industry associations
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This report is based on three key sources of proprietary
information

Proprietary database of 1,000+ active multi-process FAO contracts (updated annually) Service providers covered in the

e The database tracks the following elements of each multi-process FAO contract: analysis

— Buyer details including industry, size, and signing region

— Contract details including Total Cumulative Value (TCV), Annualized Contract Value (ACV), term, start date, service || aecenture -4 arvato
provider FTEs, and pricing structure [reR—— AEGIS BERTELSMANN

— Scope including buyer geography and functional activities

— Technology including core Finance & Accounting (F&A) technology and tools provided by the service providers (if
any), ownership, and maintenance

— Global sourcing including delivery locations and level of offshoring

— Sourcing process including sole-sourced, competitive, advisor, or non-advisor led

o Capeenini (@ cognizant £ DATAMATICS'

sevees ZEGS Yext

eo Proprietary database of the operational capability of 25+ FAO service providers (updated annually)
e The database tracks the following capability elements for each service provider:

— Key leaders —
— Major FAO clients and their recent wins GENPACT N E':g:;ﬁs?mrd

Overall revenue and F&A employees
Recent F&A-related developments
FAO delivery locations m‘?ﬁanﬁ?!ﬁ E3 Infosys
FAO service suite

Quiality certifications and credit rating
F&A-related technological capabilities i) 1Q.BackOffice

minacs  Quatrio

eBuyer surveys and interactions

e Global surveys and one-on-one executive-level interviews to understand how organizations perceive the performance
of their FAO provider. The surveys/interviews focused on the different aspects of an outsourcing relationship including: serco SUTHERLAND ek
— Contract details (including process scope, contract signing year, and duration)
— Overall performance of the service provider including key strengths and improvement areas
— Key objective of outsourcing F&A

— Detailed assessment of service provider performance across different elements such as: TATA CONSULTANCY SERVICES o
+ Performance against key FAO metrics e
+ Performance in F&A processes
+ Performance during the implementation and transition phases WNS ?ﬁﬂﬂ%lﬂfl Xerox @)

+ Governance and relationship management S =

Confidentiality: Everest Group takes its confidentiality pledge very seriously. Any contract-specific information collected will only be presented back to the industry in an
aggregated fashion
1 Based on data corresponding to pre-acquisition analysis by CSC

A Copyright © 2016, Everest Global, Inc.
REé/SeEE?gE Group EGR-2016-1-PD-2037 !



Traditionally, FAO has been primarily limited to a function-
focused definition

Functional definition of FAO

Strategy Internal audit

e F&A strategy including e Strategy
tax and risk position e Establish annual
Accounting policy and P audit plan y y
S| strategy o Conduct audits Budgeting/forecasting
Shareholder relations e Reports and Strategy

M&As/divestitures Internal audit recommendations Budget analysis and approval process

External reporting Budgeting/forecasting Eglrle(jcgr:rléfmss 2?13tconsolidation
Capital budgeting

Forecast analysis and approval

Capital budgeting

e Strategy

e Administer approval process
e Project reporting

Management reporting and
analysis
e Strategy
e Regular reporting
e Data extraction
e Analysis
— Ad hoc analysis and
special projects
— Cost accounting

Treasury & risk management process
Management reporting & analysis

Regulatory reporting & compliance .
Treasury and risk management

Strategy
General accounting Bank relations and administration

S
Debt management

Treasury risk management

Regulatory reporting and

compliance

Strategy

Data extraction
Analysis and MD&A?
Regulatory reporting
Compliance program

Payroll Tax Accounts receivable General accounting

e Strategy Strategy Strategy Strategy
Earnings Tax accounting Customer set-up Process general entries
Deductions Tax planning and Billing Account reconciliations
Checks and EFT*
Reconciliation
Third-party payments
Tax reporting and filing
Vendor management

Fixed assets Accounts payable and T&E
e Maintain master data jll Strategy

e M/A/C! of assets Maintain master data

e Post depreciation Process payment requests

Process T&E claims
Administer EDIY/P-card
Month-end close
Vendor inquiries
Reporting

Tax compliance Credit and collections
Tax audit Customer inquiries
Reporting

Prepare trial balances
Perform closings
Manage consolidations
Cost accounting

[ ]
[ ]
[ ]
analysis Cash applications e Inter-company accounting
L)
L)
L)
L)

1 Defined in appendix
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However, an end-to-end process driven approach is emerging
that focuses on consistency, delivery, and enterprise-wide
integration

End-to-end process driven definition of F&A

Record-to-Report (R2R)

Treasury and risk
management

Internal audit

Budgeting and

forecasting Financial Planning & Analysis

(FP&A)

Management reporting
& analysis

Regulatory reporting &
compliance

I

Fixed assets

I

Procure-to-Pay (P2P) General Order-to-Cash (02C)
% accounting 5
3 Sourcn‘ng Requisition- Invoice ACCOUNIS Accounts Aging & Dlspu_te & g
=Bl support & catalog . payable . : deduction =
) to-PO processing receivable \ collections &
> management and T&E management o
L Spend analytics F&A operations analytics -
A Copyright © 2016, Everest Global, Inc.
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Overview and abbreviated summary of key messages
(page 1 of 2)

This report is meant to provide FAO buyers, service providers, and third-party enablers (technology vendors,
investment firms, etc.) a detailed view of the current state of affairs of the market. As part of this, the current
report provides insights into market growth & activity, adoption trends, buyer satisfaction results, and key
changes in the contract characteristics (in terms of technology, analytics, global sourcing, process scope, and
pricing). It also throws light on the landscape in terms of service provider market share and investment trends.

Some findings of the report:

Market overview e Though exhibiting characteristics of a maturing market, the FAO market grew at

and buyer adoption an accelerated pace of 7%+ in the year 2015

trends e Renewals continue to be the major driver of the FAO market growth, supported by
a spurt in new contractual activity

e Contract terminations have stabilized over the last few years, driven by increased
provider focus to retain existing clients

e The traditional sectors of manufacturing and financial services continue to register
robust demand, though with an overall declining share
SMB and mid-market buyer segments are driving the new contractual activity
North America leads the FAO market growth, along with a spurt in demand from
the UK market

e Besides cost reduction, buyers attach high importance to process improvement
and business outcome-driven insights from their service providers

A Copyright © 2016, Everest Global, Inc.
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Overview and abbreviated summary of key messages
(page 2 of 2)

Impact of changes e Value proposition of labor arbitrage is commoditized (though still important)

in FAO value e New value levers are increasingly centered around technology, RPA, process

proposition on transformation, analytics-driven insights, and ability to address the pain-points of

contractual the CFQO’s office

characteristics e With high traction for RPA solutions, especially among mature buyers, some of
the providers are now focused on developing the next-generation technologies
with cognitive capabilities

e Operational analytics has registered steady demand across industries to help
improve the core operations

e Inclusion of judgment-intensive processes, especially during the renewal phase,
Is resulting in contractual scope becoming highly end-to-end in nature

e Providers are striving to achieve a balanced onshore-nearshore-offshore delivery
mix

e Output- and outcome-based pricing models are being leveraged in combination
with FTE-based constructs, to better align buyer objectives with those of the
service provider, and include appropriate incentives and penalties for each party

Service provider e The top five service providers have consolidated their position in the market and
landscape comprise nearly two-thirds of the FAO market

e The service providers’ investments are primarily targeted towards
developing/improving their capabilities related to technology, delivery presence,
and domain- and process-expertise

e Partnership route to gaining new capabilities, especially related to
technology/tools, is gaining share in the overall pie of investments

A Copyright © 2016, Everest Global, Inc.
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The report provides a detailed overview of the market
including market activity, adoption trends, and changes in
contractual characteristics

Size of FAO market FAO service provider market share
ACV in US$ billion 2015; percentage
/o/' Change in share: [l Increased by >0.5% Changed by <0.5% [l Reduced by >0.5%
) ) ) ) Total number of
Service provider Active ACV Active TCV active contracts
Service provider 1
Service provider 2
SeMEe PO — —
Service provider 4
2011 2012 2013 2014 2015 Service provider 5
Frequency of inclusion of F&A process by contract type Delivery mix in FAO contracts
2014-2015; percentage B oigna I Exenson | Distribution of FAO contracts by Average percentage of
romna xiensionfrenewa delivery location offshore delivery
Number of new contracts Average percentage of

Process 1 new/renewed/extended contracts

Process 2

100% = — - - - - -
Onshore-
Process 3 focused Balancing
Global between
sourcing offshore and
Process 4
component onshore
included capabilities

Process 5 2013 2014 2015 2013 2014 2015

Source: Everest Group (2016)
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FAO research calendar

Bl rublished B Current

Topic Release date

Finance and Accounting Outsourcing (FAO) — Service Provider Profile Compendium 2015 December 2015
Dual-pronged Technology Investments Emerging as the Key to Success in FAO January 2016
Clever Machines at Your Service February 2016
Pulling the Right Levers in a Hyper-Competitive FAO Market March 2016
Analytics BPS — Analytics Goes Mainstream — Scope Expands Beyond Traditional Clients and Offerings March 2016
Webinar Deck: Service Delivery and Demand Dynamics in Latin America March 2016
Heralding a New Era of Transformative Business Process Services through Technology April 2016

FAO — Service Provider Landscape with PEAK Matrix™ Assessment 2016 June 2016

Outsourcing Judgment-oriented processes - the new horizon? December 2016

Finance and Accounting Outsourcing (FAO) Annual Report 2016 —

Evolving from “Cost Center” to “Strategic Business Partner” December 2016
Technology in BPS - Service Provider Compendium 2016 ... Q12017
FAO — Service Provider Compendium 2016 ... Q12017
Finance of the Future - Q1 2017
R2R Technology Landscape . Q12017
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Additional FAO research references

The following documents are recommended for additional insight on the topic covered in this report. The
recommended documents either provide additional details on the topic or complementary content that may be of
interest

1.

Analytics Business Process Services (BPS) — Service Provider Landscape with PEAK Matrix™ Assessment 2016
(EGR-2016-10-R-1751); 2016. This report provides insights into the global analytics business process services (BPS) market and
examines the service provider landscape and its impact on the market. It focuses on service provider position & growth in the market,
changing market dynamics & emerging service provider trends, and assessment of service provider delivery capabilities

Finance and Accounting Outsourcing (FAO) — Service Provider Landscape with PEAK Matrix™ Assessment 2016
(EGR-2016-1-R-1814); 2016. This report uses Everest Group’s proprietary PEAK Matrix to assess and rate service providers on various
dimensions of their capabilities. It also discusses key emerging trends of a maturing FAO market along with a concise and fact-based
assessment of the strengths and areas of improvement of 26 major FAO service providers

Outsourcing Judgment-Oriented Processes - the New Horizon? (EGR-2016-1-V-2011); 2016. In this report we identify and analyze
the major drivers of demand for judgment-oriented processes, and the investments service providers are making to drive growth in a
maturing and hyper-competitive market. Multiple factors driving the growth in adoption of judgment-intensive processes include
increasing buyer maturity levels, end-to-end process-driven approach towards FAO, advances in technology, and demands from the
CFO’s office

For more information on this and other research published by Everest Group, please contact us:

Rajesh Ranjan, Partner: rajesh.ranjan@everestgrp.com
Megan Weis, Vice President: megan.weis@everestgrp.com
Vishwas Saxena, Senior Analyst: vishwas.saxena@everestgrp.com

Website: www.everestgrp.com | Phone: +1-214-451-3000 | Email: info@everestgrp.com
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Everest Group

From insight to action.

About Everest Group

Everest Group is a consulting and research firm focused on strategic IT, business
services, and sourcing. We are trusted advisors to senior executives of leading
enterprises, providers, and investors. Our firm helps clients improve operational
and financial performance through a hands-on process that supports them in
making well-informed decisions that deliver high-impact results and achieve
sustained value. Our insight and guidance empowers clients to improve
organizational efficiency, effectiveness, agility, and responsiveness. What sets
Everest Group apart is the integration of deep sourcing knowledge, problem-
solving skills and original research. Details and in-depth content are available at

www.everestgrp.com.
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info@everestgrp.com
+1-214-451-3000

Bangalore
india@everestgrp.com
+91-804-276-4533
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india@everestgrp.com
+91-124-496-1000
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unitedkingdom@everestgrp.com
+44-207-129-1318

New York
inffo@everestgrp.com
+1-646-805-4000

Toronto
canada@everestgrp.com
+1-647-557-3475
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