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Background of the research

The threat of COVID-19 has caused unprecedented global disruption, requiring businesses to reassess their priorities. At such a time, CFOs are supporting their businesses in navigating
an environment characterized by extreme uncertainty. At the same time, they recognize the need to develop a long-term strategy to enable their businesses to remain relevant and viable.
These growing challenges also necessitate leverage of next-generation technology and greater level of support from service providers in delivering analytics and insights in the next normal.
Since the ability to drive better insights depends on the quality of data, F&A service providers are also expanding capabilities into data management and data governance/security.

The global multi-process FAO market continued to grow at a steady rate of 8-10% in 2019. However, the market is currently experiencing short-term disruption due to COVID-19 and the
growth in 2020 is forecasted to be 3-5%. Despite the short-term disruptions due to the pandemic, the Finance and Accounting Outsourcing (FAO) market is expected to grow at a steady
rate, driven by increased openness among organizations to engage with third-party service providers. Scope expansion, an increasing number of first-time outsourcers, and rising demand
for next-generation technologies and high-end F&A work from mature outsourcers are expected to further drive this growth. The demand for FAO services remained strong in the traditional
markets of North America and Europe, the emerging Asia Pacific (APAC) and Latin American (LATAM) geographies too exhibited strong growth.

In this study, we investigate the state of the FAO market. We focus on:

(o}
o (o] o 00° W @%
LA 3 avall =2
|' COVID-19 impact and Data & Analytics FAO market overview FAO buyer trends Service provider
(o] 6 role of digital in future- (D&A) in F&A landscape for
o proofing Finance the FAO market

Scope of this report

e Geography: Global

e Service providers: Information about 25 leading FAO service providers across the globe has been leveraged for this study
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Overview and abbreviated summary of key messages

This report takes a deep dive into the impact of COVID-19 on F&A, and the role of digital in future-proofing finance, with a key focus on data and analytics. It also focuses on FAO market
overview, changing market dynamics, service provider landscape, and emerging buyer adoption trends. It also identifies the key implications of the research findings for buyers and service
providers.

Some of the findings in this report, among others, are:

COVID-19 impact and role of e In order to be competitive in the next normal environment, key business objectives of organizations are evolving — speed, agility, resiliency, and digital

digital in future-proofing finance enablement stand out as key characteristics in achieving a future-ready state

e There is increasing openness from organizations to leverage hybrid operating models in the future, and they expect third-party service providers to
play a more active role in supporting strategic areas such as designing transformation roadmaps and providing actionable insights

e F&A service providers are supporting organizations across a broader data & analytics value chain, going beyond basic and advanced F&A use cases
into data management and data governance/security

e There is growing traction for advanced analytics solutions that provide predictive/prescriptive insights to improve business strategy, guide decision-
making, and bring greater visibility into organizational data

Data & Analytics (D&A) in F&A

FAO market overview and service e Despite short-term disruptions in 2020 due to COVID-19, the FAO market is expected to grow at a steady rate, which is primarily driven by increased

provider landscape openness among organizations to engage with third parties for F&A initiatives

e COVID-19 is driving a reevaluation of the global services delivery model, which may result in large-scale rebalancing of work across locations; for
now, India continues to be the leading offshore delivery location for F&A services

e The market is dominated by “Leaders” (Accenture, Capgemini, Genpact, IBM, Infosys, TCS, and Wipro), constituting more than 65% of the market share

e Organizations are anticipating changes in third-party contractual agreements; terms and conditions around contract renewals, data privacy and liability,
governance models pricing, and operating models are becoming more stringent as the market is moving toward long-term work-from- home adoption

e Buyers are leveraging existing relationships in other industry-specific operations to create sole-sourcing opportunities for scope expansion in F&A;
additionally, focus on quicker decision-making is driving a move away from regular, long RFP processes and toward more sole-sourced deals

FAO buyer trends
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This study offers four distinct chapters providing a deep dive into key aspects of FAO
market; below are four charts to illustrate the depth of the report

A good digital i enables izati to reduce dep

on manual inter i and ition to, and

in, new working modes more quickly

Key digital levers in future-proofing the finance function Glimpse into the CFO mindset

f CFOs' expect service providers to
54% support them in driving process
Automation: Increasing automation adoption helps build a more agile and resilient finance H 0 excellence and best practices

function by reducing dependencies on manual interventions, especially for organizations
CFOs' strongly believe that driving
digital transformation initiatives
52% would be extremely important in

that are low in terms of digital maturity
Data & Analytics: Role of data & analytics is increasingly becoming more important as preparing the finance function for the

organizations strive to bring greater y into data, enhance next normal
and leverage and insights to
strengthen decision-making and better prepare their organizations for the next normal : CFOs! expect service providers'
60% support in designing transformation
roadmaps
Mobility / solutions such as chatbots, virtual agents,

and solutions with mobile-based apps are extremely important to enable faster remote

working and improve efficien !
) g i 53% CFOs' expect service providers'
0 support in executing transformation

1 Refers to CFOS and their direct reports
2 Nt refors 1o dedicated solutions developed to enhance user interaction with the system such as vilual agents, chatbols, and mobile application (deyond
adaplable/responsive web version) Lo access information or o perform action on-the-go
Source: Everest Group 2020 Global CFO Survey

Multi-process FAO - active ACV (ESI CAGR (2017-19)
USS billion Estimated growth (2019-20)
X% Estimated growth (2020-22)

Pre-COVID-18 trends

« The FAO market continued to grow at a steady rate of 8-10% till 2019
o Key growth drivers are the following:

~ Large-scale F&A
741% ~ Scope expansion both in terms of process and geographic scope
- Increased openness among mid-market buyers to explore automation and other
cost- and efficiency-related initiatives
16 ~ Increase in of modular and it constructs

COVID-19 impact on FAO market

Delay in contract renewals and large-scale F&A transformation initiatives

Significant decrease in transaction volumes negatively impacting FAO contracts with
higher inclusion of output-based pricing constructs

Amplified interest among second- and third-generation outsourcers to engage with
third parties in a more strategic manner

Increased openness among buyers to explore ways to engage with third parties in
both managed services and non-managed services constructs

Organizations with consolidated and/or centralized in-house delivery are exploring
global delivery models with strong focus on reducing density in locations portfolios
and minimizing risk

94 8.7
86
| I I
I £

2017 2018 2019 2020E 2022F

Source: Everest Group (2020)

Data & analytics value chain 1 Gaining traction in the Typically owned by IT Typically owned/co-owned by
- next normal BPS (taking care of specific
process and industry-specific
use cases)

Data strategy

o Data & analytics vision and strategy
« Data & analytics road mapping and tool selection

Traditionally, the
primary focus of F&A
service providers has
been on “Analytics &
insights” part of the
value chain, with the
“data” portion being

« Business case and use case development

Data management Analytics & insights

Basic analytics Advanced analytics

overlooked. FAO o Data discovery e Master data management { » Dashboarding/reporting and o Predictive and prescriptive

service providers are #——= o Data ingestion and ion e manags i customization insights (leveraging AI/ML)

further expanding ! o ETL/data integration o Data cataloging i e Bl— izati ive, o F i i

capabilities into “data | o Data warehousing and data lakes o Data quality assurance | self-service, and mobility o Scenario modeling {

management, strategy, « Cleansing and enrichment « Data migration i « Recommendation engines i
o Data estate modernization i H

and governance” to

enhance the overall Data governance, privacy, and security

insights/outcomes . " a |
delivered to i » Data profiling « Data vulnerability and risk assessment i
organizations. « Data encryption and masking e Access control H

o Compliance, validation, and auditing

Driver of satisfaction: Low s High

Process/domain expertise

Traditional technology capability

Proactiveness

Innovation

COVID-19 response
Generally, reference clients have been extremely satisfied with service providers' performance during the COVID-19 disruption, which is reflected in very high satisfaction score in this
dimension

Sample size. Based on feedback collected from 40 enterprise buyers in 2020
Source:  Everest Group (2020)
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Research calendar
Finance & Accounting

Il Published Planned [ Current release
F&A DCP Service Provider Landscape with PEAK Matrix® Assessment December 2019
Finance and Accounting Outsourcing (FAO) — Service Provider Landscape with Services PEAK Matrix® Assessment 2020 September 2020
Finance and Accounting Outsourcing (FAO) Service Provider Compendium 2020 September 2020
Exploring Data & Analytics, Resilience, and the Next Normal in Finance: Finance and Accounting Outsourcing (FAO) State of the Market Report 2021 December 2020
Finance and Accounting Outsourcing (FAO) — Service Provider Landscape with Services PEAK Matrix® Assessment 2021 Q2 2021
Finance and Accounting Outsourcing (FAO) Service Provider Compendium 2021 Q3 2021
Impact of Recession on the Business Process Services (BPS) Industry March 2020
Moving Beyond the Horizontal with Industry-specific F&A Solutions August 2020
Building Future-ready Finance in the New Normal — A Glimpse into the CFO Mindset December 2020
Service Provider and Buyer Archetypes in F&A Q1 2021
Cash is King Q1 2021
Evolution of transition, engagement, and governance models in BPS Q1 2021
R2R technology trends Q1 2021

Note: For a list of all our published FAO reports, please refer to our website page
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With you on the journey

Everest Group is a consulting and research firm focused on strategic IT, business services, engineering services, and sourcing.
Our clients include leading global enterprises, service providers, and investors. TFAOugh our research-informed insights and
deep experience, we guide clients in their journeys to achieve heightened operational and financial performance, accelerated
value delivery, and high-impact business outcomes. Details and in-depth content are available at everestgrp.com.
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This document is for informational purposes only, and it is being provided “as is” and “as available” without any warranty of any kind, including any warranties of completeness, adequacy, or fithess
for a particular purpose. Everest Group is not a legal or investment adviser; the contents of this document should not be construed as legal, tax, or investment advice. This document should not be
used as a substitute for consultation with professional advisors, and Everest Group disclaims liability for any actions or decisions not to act that are taken as a result of any material in this publication.
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