°
—\

of )e

~~

M

® T
Tea m I_ea se
Putting India to Work

A Business Case

: y K
|Al A \ A

A long-term, one million jobs, business opportunity




CONTENTS

/Executive Summary

Glossary, Context And.ASSUMPLIONS. . . . . ...ttt ettt et e ettt e e e e e e 4
The Indian IT - BPM Landscape BusinESs MOAEIS . .. ... ...t e e e e 7
BUSINESS MOTEIS ...ttt e e e 8
India is @ market for Global Captives ... ... . 10
INSOUrCiNg VErsSUS OUESOUICING . ...ttt ettt ettt et et e e e e et e e et e e e e e e e e e e et e e e e et eaes 11
GICs / Indian Shared SerViCES CONEEIS .. ...ttt ittt e e ettt et e e e e e e e e et et et e ettt 16
Growth Enablers for the SSC BUSINESS MOGEI . ... ... ettt et 25
Rationale and Economics of SEtting UP @n SSC - ... ..ottt 30
BUIIdING OUL @n SO C . 41
Operating @n SSC .. ..t e e e e 48
Success / Failure of the SSC MOEl .. ... i e 57
SPOLIIGNE / FOCUS . - . ottt e e et et et et et e e 60
OVETAll @SSESSIMENT ... ...ttt 72
BUSINESS Plan INpUES . ... 75
ANNEXUFE -« « -+ e e e e et e ettt e e e et e e e e e e e e e e e e e e e e e e e e e e e e e e e e 84
571 0] 1o iz=T o) /2N 91




Executive Summary

GICs are preferable when the function is
central to the business, there is a greater
need for control, privacy is an issue and
where there is a high degree of industrial
regulation.

Flexibility, Cost and Avoidance of capital

expenditure are the considerations from
Third party Service Providers.

Shared Service Centers: a business case
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Business Plan inputs:
The sweet spots for TeamLease are in the

Software/Internet space across North American and
European principals and in the SPD and ITO functions,

the Automotive space across European and Japanese
principals in the ER&D function,

the BFSI space in the BPM and ITO functions, and
the Research & Consulting space in the BPM function.

Conversation starter: Cost arbitrage is, indeed,
the fundamental value expectation from the SSC
market from an outsourcing service provider.
However, expertise and technology that translate
into robust support and innovation that can drive
SSC revenue form a great conversational mix.

Shared Service Centers: a business case
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Glossary, Context and Assumptions

Insourcing: Insourcing is the business practice of delegating the business function within the company. Shared services and
captive centers are two insourcing options that many organizations create to source their own IT and BP services.

Outsourcing to India: Business functions outsourced to India either by setting up own shared services or delegating the
function fully or partly to a third party vendor.

Third Party Outsourcing / Business Process
Outsourcing: Delegating the processes to a third party
vendor.

Global In House Centers( GICs) or Captives: Wholly-
owned subsidiaries located in an offshore location that
perform work for the parent company.

IT — BPM (Information Technology & Business Process Management) —

1. IT GICs include application development & maintenance, consulting, systems integration, IT outsourcing/managed
services/hosting services, infrastructure management, training, and support/maintenance for the global enterprise.

2. BPM GICs Includes processes that may be IT-enabled, do not necessitate on-shore presence and are hence, offshore-able.
They are responsible for processes that include finance & accounting, human resources, sales & marketing, procurement &
logistics, technical support, knowledge based services (market research, analytics), etc

Indian Shared Services: Shared Service Centers of India-based organizations. They are responsible for processes including
Finance & Accounting, Human Resources, Sales & Marketing, Customer Service, SCM, Procurement & Logistics etc.,

Shared Service Centers: a business case




Glossary, Context and Assumptions

ER & D Services (Engineering, Research & Development Services):

1. Engineering Services are associated with the creation of a product or service as well as those associated with
maintenance of the product.

2. Research & Development involves research and development for hardware and software technologies, and development
of software running on embedded systems.

Software Product Development(SPD): Development of product or services across various stages of product development
lifecycle - R&D, design, prototyping, development, testing, maintenance, support and development of next generation of the

products.

Cost Arbitrage: Cost advantage available in different
markets (countries) for similar infrastructure,
technology and labour.

Labor Arbitrage: Low labour cost available offshore for
similar expertise and skill sets.

Process Standardization: Setting rules and standards
to carry out a process and making sure the entire
organization follows it. Standardization aims to
maximize&fficiency and quality improvement.

Process Optimisation: Process Optimisation means implementing the best approach to improve the resources, material
efficiency and productivity of a business'’s processes. The objective of process optimisation is to reduce process cycle times,

reduce wastage, improve the quality of products or services, and reduce costs.

Shared Service Centers: a business case
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Glossary, Context and Assumptions

Process Compliance: Process compliance means
abiding by the rules, standards, specification set by
the organisation pertaining to similar functions it
carries out.

Process Maturity: in an organisation means, all processes and/or procedures carried out in a documented manner, everyone
knowing what is expected of them and performed accordingly rather than as ad hoc or random activities. It gives an
indication of how close a developing process is to completion and capable for continual improvement.

Economies of Scale: Economies of Scale are cost advantages that companies obtain due to their scale of operation

(measured by amount of output produced with cost per unit of output decreasing with increasing scale).

Functional Maturity: Maturity of the performance of a
16 particular function in the organization after many years
practice.

India Inc: India Inc. is a common term used by the
Indian media to refer to the formal sector (comprising
government, domestic and multinational corporate
entities) of the nation.

Assumptions

Context I I Shared Service Centers are becoming increasingly popular with both global and domestic businesses, and India is where

the action is. Talent availability, in the long term, and the various fillips from the regime such as 80JJAA, in the immediate
term, are likely to boost job creation in the sector making for an attractive case for staffing for TeamLease.

1. Respondent opinions are a reasonably accurate representation of business reality. | 2. Domestic SSC sector growth mirrors
that of larger global GICs albeit at a small-scale. | 3. The SSC sector, in general, has a steady, people-linear, business model.

Shared Service Centers: a business case
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The Indian IT - BPM Landscape

$167 billion FY18

Market Size:

IT-

(Est.)

BPM Landscape

Accounts for a
massive 45%
share in total Indian
services export

IT BPM Export
$126 billion FY18
(est.)

Examples of MNCs that
have outsourced and/or
have GICs in India:
Siemens, HSBC, Microsoft,

Global

MNC s in India

Bosch

Domestic-
India to India

IT BPM Domestic
$25 billion FY18
(est.)

Examples of domestic
Indian companies that
have outsourced and/ or
have SSC in India:
Reliance group, Tata
Motors, Aditya Birla Group

lﬁ

Market size:
Third Party Third Party Indian Shared $1.93
Outsourcing GICs/Captives Outsourcing(BPO) Services Centers billion
Operations of MNCs Shared Services Operations of Indian (SSC) (2018 est.)
outsourced to third Centers of MNCs in Companies outsourced Shared Services Estimated to
party vendors in India to third party vendors Centers of Indian reach
India in India organizations $3 billion
by2020
;. .—)
Number of SSCs in Employees in SSCs Sub-segment with highest Revenue (FY18) Largest Sub Segments Major GIC
India in India median employees (GIC and Indian SSCs) investors
» GICs: 1140 « GICs: 9,00,000 * GICs and Indian * GICs: US $25 billion « Engineering Research &  North America

* Indian SSCs: 77

¢ Indian SSCs: 30,000

* SSCs: BFSI

77

India accounted for approximately 55% market share of the
USD 190 billion global services sourcing business in 2017-18.

* Indian SSCs: US
$1.93 billion

77

Development /Product
Development
« Finance & Accounting
*HR

Data Source: ‘The IT-BPM Industry In India’ 2017 NASSCOM, ‘IT & ITeS” 2018, IBEF

* Europe

Shared Service Centers: a business case
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Business Models | Market Taxonomy and Structure

BUSINESS
MODELS

Third Party
Outsourcing

Shared Service
Centers / Captives

) Shared Service
GIC / Captives Centers of Indian

companies

' e

SPD/ ER&D IT GIC BPM GIC ( Finance_ &J
Accounting

- )

SOftware 'ADM (Application

' Embedded l PP SI (System Finance & SCM and
Product Development & IT Operations
Development System Maintenance ntegratlon) Accounting Procurement

Sales &
Marketing

Procurement

Others
& Loglst|cs

(Infrastructure
Management

IT Consulting

ﬁﬁﬁ

( L=
( (

)
e

Engineering Customer Others
Services Service

k_J
k_J
-

E

Services)
Technical Knowledge
SEO etc Support based services

Shared Service Centers: a business case
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Business Models | Market Taxonomy and Structure

The Scope of this report includes GICs (also known as Captives) and SSCs of Indian Companies

GIC/ Captives: GICs are MNC owned units that undertake
7 7 work that supports the parent global organization. GICs are 7 7

also known as captives

SSCs of Indian companies: Shared service centers of
7 7 Indian based companies and functions are mostly BPM 7 7

operations.

Insourcing: Insourcing is a business practice of delegating
the business function within the company. Shared services
and captive centers are two insourcing options that many

organizations create to source their own IT and BP services.

7 7 Outsourcing: Third Party Outsourcing — Assigning the work 7 7
to a third party vendor

Shared Service Centers: a business case
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India is a market for Global Captives

By Market Size (as of 2018)

44%

By Number of GICs (as of 2018)

By FTE (as of 2018)

B Rest of the world M India

Data Source: ‘Global in-house center (GIC) Landscape in India’, 2018, Everest Group

India's share in the Captive market

45% market
size share

43%o of FTE

India accounts for
50% of the
number of GICs
globally

S
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Insourcing versus

Outsourcing

How does India Inc. look at this?
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Insourcing versus Outsourcing | How does India Inc. look at this?

—0

Why Shared Service
Centers/ Captives?

Third Party

Industries
Outsourcing

* Software & Internet

* BFSI

« Diversified / Industrial
* Research & Consulting
» Semi Conductor

* Telecom & Networking
* Automotive

* Electrical & Electronics
* Energy

Functions

Business Models *ER&D/SPD

oo

® IT
*BPM

Shared Services

/ Captives

J y

) f Why third party outsourcing?

Access to
innovative
Technology

Expertise &
Specialized
Skills

Enhance Service

Quality

Focus on Core

Cost Savi
ost Savings Strategy

Cost Savings

Process
Standardization

Quality

Improvement

Better
Monitoring
& Control

Scalability of
Operations

Solve Capacity
Issues

7 7 While Cost and Quality are baseline concerns India Inc expects to achieve better efficiency and control
from SSCs / Captives; and expertise, skills and innovation from Third Party Outsourcing

77

Source: ‘BPM & Shared Services Landscape in Global India’, 2015 Shared Services Forum, ‘The IT-BPM Industry in India’ 2017 NASSCOM

Shared Service Centers: a business case
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Drivers / Levers for Outsourcing

Why companies outsource?

60% ——
©
O
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o
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0% —
56% 54% 38% 36% 25% 20% 18% 12% 12% 10%
Reasons for outsourcing
’ ’ Better focus and cost savings are the prime objectives for businesses to outsource; India’s ’ ’
reputation for cost savings, quality of process and talent, and productivity attracts outsourcers

Source:: ‘Understanding the impact of outsourcing of human resource in India’, 2016, International Journal of Scientific & Engineering Research
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Why Outsource to India

Why MNCs choose to outsource to India

Business Size

Large

35-40% cost
reduction for
offshore
processing

Labor Cost
arbitrage, the
reason for cost
savings will

exist for next
20-25 years

Medium

Well defined
quantifiable
quality &
process
metrics

Large English
Speaking
population

Access to
highly qualified
skill pool

Small/ Start-
ups

Faster
turnaround time

Time Zone
advantages

24*7 service

Scaled learning/
Experienced
Effect

Sweet Spots for Outsourcing

Benefits of Outsourcing to India
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16%

2 40% -
S
5 30%
a
g 4
s 20% -
< =y Labor and Cost Arbitrage
10% - ) are the key benefits of
5 o% out;ourcmg operations to
.l 2 4 India. Technology and
’ BPO are the Sweet Spots.
35% 35% 33% 32% 27% 26% 23% 16%
Benefit Attributes
Data Source: ‘Outsourcing to India’,2016, Odgers Berndtson Note: Outsourcing includes third party outsourcing and In house Shared service centers(GICs) in India
S S C 14



Outsourcing Models

When is Third Party Outsourcing the best Choice?

v 30% —- = " Typgs of Outsourcin_g
5 5 - - o o ’ ’ ® Third Party Outsourcing ’ ’
g o = 2 3 ® Shared Service Centers (SSC)
2 20%-- ] = &
o ] b= —
kS el %] =
2 > S E
10% == = T2
S c =S
x ol
85 £E
0% —— -

30% 24% 21% 20% 15% 15% 15%

Expected Outcomes
Third party Service Provider:
* Flexibility
7 7 e cost and 7 7
e avoidance of capital expenditure

are the considerations.
When is Shared Service Centers / Captives preferred?

30%——

25%=~

20%=~

)
o
o
9]
©

of operations

15%-- GICs: preferable when

e function is central to the business
7 7 « there is a greater need for control 7 7
e privacy is an issue and
o where there is a high degree of
industrial regulation.

% of respondents

10% =~

5%

critical/ proprietory

0%=—

5y Nature of process i.e.
X
[=)

25% 25% 18% 17% 14%

Expected Outcomes

Source: ‘Outsourcing to India’,2016, Odgers Berndtson




GICs & Indian Shared

Services Centers

Landscape in India
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GICs & Indian Shared Service Centers | Footprint and operational diversity

GICs footprint in India (as of 2018)

1200% =~

§ 1000%==
8 800%--
E 600%=—
E | N FEEn b e ..
...... % 400%-—
E 200%-- 5
o
o
0%=—
790 825 1,025 1,050 1,100 1,140
Year
- * as of March, 2018
v
Breakdown of GICs by function Breakdown of GICs based on

number of functions handled

Il SPD/ER&D H BPM IT M Single function Multi function

7 7 1,140 GICs in India (as of 2018), a growth of 44% from 2013; 69% of 7 7

them having single-GIC footprint and 70% focused on single function

Source: ‘IT&ITeS’, June 2018,IBEF, ‘GICs in India - Getting Ready for the Digital Wave’,2016, NASSCOM, ‘Global in house (GIC)
Landscape in India - Three Decades of value creation for Global Enterprises, Geared up to value more’, 2014, Everest Group

Breakdown of GICs per organization

1200%=~
1000% =~
800%=—
600%=~

400%=—

Total Number of Captives

200%=~

2013
2015

0%=— —
790 825 1,025

GICs in India by HQ

0,
4% 2 /"ﬁ- 1%

M North America M Europe B APAC
M Japan Rest of the world

7 7 Number of Indian Shared 7 7
Services Centers as of 2018: 77

Note: Reliable descriptive estimates of Indian SSCs not available

S S C
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GICs & Indian Shared Service Centers| workforce in India

Number of Employees in Captives (in ‘000s; as of 2018)

1200%=~

900%-— 112%
800%=- growth, .
700%-— boo®"
600%=— .
500%=~
400%=— =
300%--
200%=-
100%—-

0%

745 900

425

Number of Employees (in ‘000s)

Financial Year

7 7 112% growth in employment between 7 7
2010 and 2018.

7 7 BFSI and R&D GICs constitute 48% of ‘, ‘,
total employment.

~ 60% of the employment (with the
exception of BFSI) focussed on

technology.

7 ‘, Employment in Indian SSCs: 30,800 (est ‘, ‘,
as of 2018)

Source: ‘IT&ITeS’,June 2018,IBEF, ‘GICs in India - Emerging Centers of Excellance’, 2016, NASSCOM

Percentage distribution of Employees by industry vertical (as of 2016)

H BFSI
M Software/ Internet
H Telecom & Networking
M Diversified Industrial
M Electrical & Electronics
M Research & Consulting
Automotive
Semi Conductor
Others

Key Technology Skills in Indian Captives

Software Testing &
Quality Assurance

Application
Support,
maintenance &
development

Data Warehousing
Web development
Software

architectural design
and deployment

Enterprise solutions
& tools

Business
Intelligence &
Analytics

Infrastructure
services

Cloud
Digital (Mobile,

digital and Omni
Channel)

valuvox estimates based on key assumption that Indian SSCs are, on an average, 50% of the
people size of GICs, and employment grows at 5% (half the rate of growth of 10.3% at GICs).

S

S
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GICs & Indian Shared Service Centers| Market Size (Revenue) in India

Revenue split by vertical (GIC) Revenue of GICs in India(in $ billion) (as of 2017; FY18 estimate by valuvox)

301+
25--
5 20--
2
2 10+
i" St S0
0%=— a:
HIT NEBPM MEER&D/SPD 15.3 17 19.4 22.7 23.1 25

Financial Year

7 7 GICs revenue mainly come from products developed in India, sold across 7 7
global projects and in local Indian markets as well as IP creation.

7 7 GIC revenue growth (est): US $25 billion 7 7
in FY18 (10.3% CAGR, 2013 — 2018)

7 7 51% of this revenue is generated from the IT GIC operations. 7 7

7 7 Indian SSC revenue growth (est): $1.93 billion 7 7
in FY18, expected to reach $3 billion by FY20

Source: ‘Indian GICs Talent Report’, 2017, Peepal Consulting; ‘GICs in India - Emerging Centers of Excellance’, 2016, NASSCOM Note: Reliable revenue trend estimates of Indian SSCs not available
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GICs & Indian Shared Service Centers| Location Spread

Geographical spread of GICs across India

= A A
e : :’_I - A é(\ A e —
][] :m: o[t N T1]o " o P e | N m N

NCR 21% Hyderabad 7% Chennai 10% Bangalore 44% Mumbai 10%

>
D

oo

Pune 10% Tier II & Tier III cities 3%

GICs:- Most number of GICs:
Bangalore (44%)

NCR (21%)
Indian SSCs:- Majority of the Indian

7 7 Shared services are set up in Bangalore, 7 7 7 7 Emerging tier-1 cities: 7 7
Hyderabad, Chennai and Delhi

Pune and Hyderabad.

Emerging tier-2 cities:
Coimbatore, Ahmedabad, Vadodara, Kolkata (proximity
to manufacturing facility and access to low cost talent).

Source: ‘Outsourcing to India’,2016, Odgers Berndtson; ‘GICs in India’, 2016, NASSCOM Note: Reliable location spread of Indian SSCs not available
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GICs & Indian Shared Service Centers| industry Spread

GICs in India across Industry & Cities (as of 2016)

H Bangalore
B Chennai
B Hyderabad
B Mumbai
HNCR
Pune

Automotive BFSI Electricals Energy Industrial Research Semiconductor Software Telecom
& &
Electronics Consulting

GICs in India across Industry & Cities (as of 2016)
Indian SSC: Most of the Indian SSCs are for
BFSI, Telecom and Manufacturing sectors

Captives:-
37% of Captives in Software Sector

7 7 Bangalore: Leads in Software, Telecom, Semiconductor 7 7

B Software M Telecom & Manufacturing M Industrial Pune: Automotive hub (proximity to manufacturing locations)
H BFSI Research & Consulting Automotive

Chennai and Mumbai: Favourable ecosystem for Energy

*Others includes Aerospace & Defence, Biotechnology, Chemicals & Materials
Source: ‘GICs in India’, 2016, NASSCOM Note: Reliable descriptive estimates of Indian SSCs not available
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SSCs of Indian companies versus GICs in India

Benefits for GICs setting up SSC in India

100%—

c
5]
80%— =)
©
N
o
60%— ° = _
g g
40%— b=} 5
Q2 o
m p
2 10/ w—
0% 4‘7;
S
0%—
87% 70% 70% 51% 40% 21%

Benefits for Indian companies setting up SSCs

100%=~

s
80%=— =)
©
N
60%-— =
T s 5
c O o
©C c b= =
40%=— e @
= o
n o
g =
20%=~ Yo
0%=~ 2k
85% 81% 70% 70% 43% 22%

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

Performance on Cost and Productivity

B Met
Expectations

100%——

O/
7%

80% 26% B Exceeded

expectations
60%=—
B Improvement

40%=— needed

l Unsatisfactory
20%=-

0%=~

GIC Indian SSC

GICs perform substantially better than Indian
7 7 SSCs on Cost and Productivity. 7 7
Primary Benefits:
GICs: Cost arbitrage and Access to talent pool
Indian SSCs: Process Standardization

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Do Indian companies benefit by setting up SSC as much as MNCs setting up
GICs focusing on HR & Manpower requirements of the parent organization

Comparison of business of Impact of Indian SSCs vs GICs (as of 2018)

120-—

100-—

80-—

60-—

40--

Incremental Value Created

20=-

- . 2 ap e
9 9

24 0 55 48 6 6 6 6
Cost Arbitrage Efficiency Effectiveness Vendor Spend Risk reduction /
Savings cost avoidance

. . Value Attribute
B GIC H Indian companies

100 69

Overall benefits

GICs focusing on HR and Manpower reap significantly higher value adds from arbitrage and revenue
generated from global transformational projects than the efficiency gains derived by Indian SSCs.

77

Performance Benchmarks Computation: Based on the performance analysis of GICs from the ’ Best-in-Class GICs Deliver 6-8X Incremental Business Impact | Market Insights’,2017, Everest group.
Indian SSCs lack Cost Arbitrage and get to leverage the exact same talent pool they hire from themselves. This also reduces the differential effectiveness between internal talent and the SSC talent.

Shared Service Centers: a business case

23




SSC fOF an Indian com pa ny | SSC for an Indian company Why is the benefit/ value of setting up an Indian SSC low compared to GICs?

Lower benefits for Indian SSCs: Causes

90% =~

80% =

70% ==

60% ==

5
S 50%--
% 40% =—
30% =—
20% ==
il . -
0% ==
83% 53% 50% 32% 32% 14% 11%
No cost/ labor Talent Inefficient Lack of Scope Low Priority Customer's Weaker
Arbitrage attrition Leadership and Size from service  limited experience  financial
provider with SSC muscle
Causes of low benefit / value
Main causes for the relatively lower benefit:
7 7 Lack of labor arbitrage 7 7
High attrition rates
Leadership inadequacy for Indian SSCs as compared to GICs.
Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018

Shared Service Centers: a business case
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Growth Enablers for the

SSC Business Model
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Growth Enablers for the SSC Business Model

Growth Drivers of GICs in India Growth Drivers of Indian Shared Services
100% —— 100% ——
o 90% —— o 90% ——
S 80% —— S 80%——
2 70%— 'g 70% ——
[0/ — [0/ —
;o ol
(e 0
g 40% S - 40% Eg
— o= I G °T" ® = 9
© 30%— |2 © 30%— T g £
> 20% —— © > 20%—— £ 2 )
10%—— | 8 10% —— 28 S
0%—— O 0%___ = o =
90% 82% 65% 48% 41% 74% 53% 43% 41% 31%
Growth enabler attribute Growth enabler attribute
GICs:

o Cost advantage
o Efficient talent pool
© Ease of operating business

Indian SSCs:

o Economies of Scale
© Need for Efficiency improvement

© Functional Maturity

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018

Shared Service Centers: a business case
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Key Trends of Shared Services & Captives in India

Source: ‘Top Trends in next generation shared services’,2017, Srividya Kannan

Improving the efficiency by improving
processes through efficient usage of
resources and time.

Data

Analysis
Better decision making from the

o

insights from analytics combined with
visualization.
o

RPA

(Robotic Process Automation)
a8 Automating repetitive and rules based

processes.

/7 e Talent

Management

Creation of rich skilled talent pool to
meet the new technology
requirements.

Value added

metrics

In addition to traditional metrics like cost, performance
and quality, a new set of metrics like Innovation,
Employee metrics, financial performance added to drive
continuous business performance.

Shared Service Centers: a business case
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Enablers and Challenges in the evolution of GICs

Increasing amount of work in Digital

Technologies (Big Data and analytics,
mobility, AI, machine learning, IoT,
robotics, etc are bringing more

captives to India

o Enhanced Cost to Value Proposition

oCost Arbitrage o Enhanced Value Addition © Digital Transformation o Digital Technologies
QOperational Efficiency and Innovation © Emerging Technology Talent © Access Talent pool
oCorrection in attrition o Closer to Emerging Markets  © Eco System © Automation and Robotics
Y’ . - N
( \ Drivers
| O ) o
N /]
- / 4
2 > 2 >y >
2007 2008 - 2009 2010 20.11 2012 2013 “2014 2015 2016 20'1,7 2018

Challenges Challenges
© Economic Meltdown o Experienced Global Leadership ® Domain Specific Talent
© Lower Productivity © Quality of Talent Pool ©Measuring business impact
© Cost Escalation © Customer proximity
© Infrastructure ° Innovation Capability

Challenges

° Lack of new digital talent pool

© Leadership Quality
© Retaining high talent

© Global Leadership

77

Source: ‘Top Trends in next generation shared services’,2017, Srividya Kannan

Availability of new digital talent
pool is the main challenge
faced by Indian GICs

144
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Enablers and Challenges in the evolution of Indian SSCs

Major Growth Enabler

Economies of Scale, High Competition
and thereby the need to improve
efficiency

o Economies of Scale o Improve Delivery Efficiency
o Functional Maturity © High Competition and the need for market expansion
©Cost saving © Increasing cost in Tier 1 cities

5= —>S

)
2012 2013 201'4, 2015 2016 2018
() ©
Challenges Challenges

o Resistance to Change © High Talent Attrition

© Insufficient Staff o Inefficient Leadership

© Technology issues

© Employee conflicts
Major Challenge

Source: ‘Top Trends in next generation shared services’,2017, Srividya Kannan

77

Dealing with high talent attrition
and Inefficient leadership

144

Shared Service Centers: a business case
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Rationale and Economics

of setting up an SSC
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Why set up Shared Service Centers

Why MNCs set up GICs in India
GICs have many strong and diverse L/ g

reasons to set up shop in India:

© Cost reduction 100% ——
0y ——

© Access to talent pool zgojo
o ——

© Standardize / Optimize processes and

. 70% ——
technologies 60% ——
50% ——

40% —— 1
30% ——

20% —— |
10% ——
0% ——

90% 84% 80% 71% 63%

% of respondents

Achieve Savings

SSC Obijectives
Why Indian Companies set up SSC

100% ——
9 0% — g
= {=
G 80%—— 8
B 70%— 8
8_ 60%—— &
@ 50% —— B
fu o
« 0%—— = ©
2 30%—— 018 e
S 20%— @5 £

10%—— g & @ . . .

0% . =0 a Indian SSCs are mainly looking to
90% 81% 22% 62% 62% achieve eff|C|ency_ an_d control:
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Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Why dismantle existing model

Why the parent organisation dismantled the existing model and set up SSC?
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Reasons to dismantle existing model
Parent organizations are beset with a
variety of complex hurdles in their
growth path that prompt them to
dismantle the existing model
Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a combined analysis of Indian Shared Services & GICs survey results.
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Evolution of the value proposition | captives (GICs) to parent organizations over the years

Cost / Labour Arbitrage

The primary objective was initially
only to reduce cost of operations
and access compliances

Quality Improvement

The focus broadens to improving quality
of products and services through

Process Standardization and Optimization Global Delivery

The parent levarages the captive
to manage end to end delivery of
Global products through improved
coordination with the parent and

Innovation other centers

Engaging into innovating for the parents
business i.e, the GIC is responsible for
conceptualization, design and delivery

of new products )
Market Expansion

Local market expansion and
management of strategic
local partnership

SSC objectives have shifted from mere
cost cutting to Process Standardization
and Optimization.
Business Outcome and Excellence
7 7 are now core to most of the 7 7
shared services Centers.

Source: ‘Taking global in-house centers to the next level’,2015, Deliotte
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Evolution of the value proposition | indian Shared Services to parent organizations over the years

Process Standardization and Optimization

The Primary objective was to establish rules
and standards to ensure that all processes
associated with the function are performed
within set guidelines and ensuring optimum
usage of resources and time.

Process Excellence

The focus expanded to improve
the efficiency of the processes by
adopting new technologies and
effective approach

Innovation

Moving Shared Services up the value chain
means wrapping process work around new
delivery models. The focus of shared
services shifted from context to core,
transforming the focus of shared service
companies from cost to greater value
through Innovation.

Indian SSC objectives have shifted from
Process Standardization to Process
Excellence and then to creating Business

value through Innovation

Source: ‘Taking global in-house centers to the next level’,2015, Deliotte

Shared Service Centers: a business case

34



Cost savings and bottom-line benefits | GICs: for the parent organization

Typical savings from implementation Total cost of ownership savings of GICs in
of shared services India above source markets (as of 2017)

SAVINGS BEYOND COST ARBITRAGE
© Efficiency

o Effectiveness

© Vendor - spend reduction

RISK MITIGATION

. ; B ; © Loss reduction and cost avoidance
Total cost of ownership savings of GICs in India © Enterprise business continuity

above source markets (as of 2017)
REVENUE IMPACT

© Expand coverage of services
© New products / services and customer segments

#® Standardise
& Reengineer
#® Consolidate

100% —— © Competitive pricing and preventing revenue leakage

90% ——

STANDARDIZE 80% ——

© Standardize process and policies w 70% ——
o Implement best practices =
2
wn
S
|_

India
Mexico

imimi 60% ——
© Minimize number of systems 50%
CONSOLIDATE 40% ——
© Consolidate organization and streamline 30% ——
© Reduce physical locations and head count 20% —— |
10% —— i
REENGINEER 0%

© Reengineer new organization

© Organize around end to end process
© Innovative uses of technology

© Qutsourcing and Insourcing Host Country

TCO savings of setting up GIC in India, compared to their source market: 60% - 70%
(as of 2017). Cost Arbitrage is likely to sustain for at least 8-11 years. Cost Savings from SSCs

compared to working with 3rd party service providers: 35%

Source: ‘EY India GIC Benchmarking Study 8th edition’ EY




Cost and bottom-line benefits | indian companies by setting up SSCs

Cost Savings for Indian companies by setting up of SSC Benefits for Indian companies setting up SSCs
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0%——
85% 81% 70% 70% 43% 22%

Benefit Attribute

65% of respondents reported cost savings of at least 10%o0 and up to more than 30%o.
Indian SSCs primarily benefit from Standardization of Process, Quality and Service efficiency and

Better monitoring & control.

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Contributions to cost and bottom-line of the parent | captives
Value Drivers for GICs Captives Incremental Business Impact
A
Expand Coverage of s Overall Incremental
Services 5 Business Impact
<
New Products / >
Services O )
— Revenue — % & Effectiveness
ma a-n Revenue
Competitive Pricin a3 ©
- Vendor Spend Growth
8 Incremental Savi
I avings .
GEJ Arbitrage Risk Reduction
leakage o] Efficien cost/avoidance
o - S - _—— —
§ % Arbitrage — 13% 7% 47% 3% 3% 27% 100%
5 o5 v
g &2 | Il | | Impact area
é_ E _E - Efficiency Arbitrage Impact Cost Impact Risk Impact Revenue Impact
285 | H Cost = v v v v
‘é § © Assuming addition| | © Working capital © Reduced Use of analytics for
2 © of 500 FTEs over enhancement operational o Improved product /
Vendor Spend a base of existing through global losses on market positioning and
reduction 9000 FTEs transformation inaccurate go to market strategy
projects invoices and for new markets /
Reduce Igsses / cost lapses products
ciek avoidance © Reduced SG & A
L] s — -
Enterprise business through Salgs o Reducgd U I.mproved win - loss
Continuity force effectiveness penalties ratio
projects related to non-
compliance

Best in class GICs deliver 6-8x incremental business impact through arbitrage (10% - 15%), cost
improvement (~ 60%), risk reduction (3% - 5%), and revenue increase(25% - 30%).

144

Source: ’ Best-in-Class GICs Deliver 6-8X Incremental Business Impact | Market Insights’,2017, Everest group

77
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Contributions to cost and bottom-line of the parent | indian sscs

Indian SSCs Business Impact

100% ——
90% ——
5 80% ——
m©
£
£ 70% ——
12}
&
= 0 2 3
= i
Fi 60% Q =
(7] ) o
= = <) () a
2 50% —— B £ > ]
© (] > < c
it © - =
5 i < g 2
5 40%— & 2 9 o
= = (o) ~ —
- g & 5 g g
30%—— & 5 B 8 5]
© =) G} =
[ o
o 9 g o
20% —— = g 5 g
0 4 [} c
) F =
(24 o =
10% —— g
. B B
0% ——

26% 40% 18% 8% 8% 100%

Cost Impact Risk Impact Revenue Impact

Several Cost reducing / improvement
measure are adopted by SSCs to increase
the business bottom line.

Efficiency:- Standardizing the processes
and policies, which will in turn minimize the
resource and systems requirements leading
to cost improvement.

Effectiveness:- Effective usage of talent
and infrastructure will help in reducing the
cost.

Vendor Spend savings:- Cost improvement
by changing to cost effective supplier,
Eliminating multiple sources of suppliers to
reap the benefits of economies of scale.

Risk Reduction / Cost avoidance:- Avoiding
or adopting less risky decisions and

avoiding additional costs wherever possible.

Best in class SSCs deliver incremental business impact through Delivery Efficiency, Cost
improvement, risk reduction, and revenue increase.

valuvox estimates based on key assumption that Indian SSCs do not gain from labour arbitrage and benefits from substantially lower revenue growth.

S S C
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Risks involved in hiving critical functions to SSCs

Risks involved while transferring critical functions to SSC

83%
Difficulty in maintaining compliance standards

72%
Lack of knowledge and expertise

st

Reduced control over urgent requirements

| 63% P . .
Cost over runs Parent organizations run a series of risks
in transferring critical functions to SSCs.

63%

Lack of communication

e — 63
Poor Planning Prominent amongst these risks are related
_ 550 to governance, compliance, knowledge and
° expertise needed for successful

Inadequate staff training implementation

Risk Attribute

Deterioration of service quality over time

31%

Loss of day to day control of operations

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

% of respondents

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a combined analysis of Indian Shared Services & GICs survey results.
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Operating models of Shared Services in India

Majority of the Indian Shared Services and GICs have adopted a hybrid operating model

Adoption of operating models in Indian Shared Services / GICs

- Managed in-house

- Evolves over time
- Success / failure
accountability remains in-house

Captive Model

- Managed by 3rd Party
- Pre-determined processes

& functions

® Captive Model @ Outsourced Model Hybrid Model Outsourced Model
81% of the Indian Shared Service Hybrid Model
Centers and GIC respondents adopted a
hybrid model. 80% of them say service
providers are meeting or exceeding their
expectations.

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a combined analysis of Indian Shared Services & GICs survey results.
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Building out an SSC
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Functions in GICs & Indian Shared Services

Breakdown of IT GICs Across Categories FY2015

4%

’ Application Development and Maintenance
’ Infrastructure Management Services

’ System Integration

’ Others (IT consulting, SEO, etc)

Breakdown of SPD/ER&D GICs Across Categories FY2015

. Software Product Development
’ Engineering Services

’ Embedded Systems

. Others

Breakdown of BPM GICs Across Categories FY2015
’ HR

@ Finance & Accounting 4%

' Procurement & Logistics
’ Sales & Marketing

’ Technical Support

Knowledge Based Services

Others

Source: valuvox survey of SSC Operations, Oct-Nov, 2018
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Major functions in Indian SSCs
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90% 46% 31% 30%

Functions

Supply Chain / Procurement & Logistics

25%

144

More than 50% GICs as well as Indian
SSCs, within each segment, tend to be
dominated by one or two major
functional areas of focus.

144
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Cost structures of Indian Shared Services and GICs in India

Major Costs involved in setting up SSCs

Manpower

eSalary and benefits
eTraining costs
eRecruitment channel costs

Facilities

eRental Costs

*Building running costs
oElectricity Costs
eHousekeeping/Security costs

Travel and Transport

eLocal Transport costs

eVendor Cost

eBusiness travel cost

eAirfare, allowance, accommodation, visa costs

IT

oIT and communication costs
eHardware costs

eSoftware costs

oIT support Costs

eNetwork & Communication
reimbursement costs.

Other Costs
eConsultancy/Outsourcing costs
eAdministration and Miscellaneous

Source: “ India GIC Cost and Operations Benchmarking Study’2017,

GIC - % cost per production headcount

’ Manpower Cost

Indian SSC - % cost /production headcount

3%

’ Manpower Cost

’ Transport Cost

’ IT & Communication Cost
’ Facilities Cost

’ Other Costs

Cost Category FY 14-FY 16 CAGR
Manpower Cost 12% !
Transport Cost i 3%

IT and Communication Cost i 12%
Facilities Cost 3% W

Total % increase 8%

’ Transport Cost

’ IT Cost

. Facilities Cost

’ Other Costs

77

GIC:- With the overall cost structure
increasing by a CAGR of 8%, GICs are
looking to optimize costs..

The major drivers for this rising cost are
Manpower and IT and Communication
costs which have increased by a CAGR of
12%.

144

Indian SSC:- Manpower, IT &
Communication and Facilities cost are
the major cost contributors of Indian
SSCs
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Choice of Technology

Technological tools implemented in Shared Services Centers / Captives
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90% 85% 78% 78% 41%

Technology

ERP is the major tool used in Shared
services center / Captives in India

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

<Q

Home Grown ’ SAP ' Oracle

’ Success Factor ’ Peoplesoft ' Hybrid Model

ADP Empxtrax ' Hybrid Model
’ Megasoft . Adrenalin
® savior HR-One Note: Technology

being used for HR
Service delivery

Source: ‘GICs in India - Getting Ready for the Digital Wave’,2016, NASSCOM;
‘Human Resource Transformation: Wha t’s next? ‘2016, Deloitte

Almost 50 percent of the
organizations use major ERP
packages including SAP (21%),
Oracle (14%), Success Factors
(12%), and PeopleSoft (5%)

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
Above analysis is based on a combined analysis of Indian Shared Services & GICs survey results.

Shared Service Centers: a business case
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Choice of Technology Digitization —> Shared Services Centers emerging as digital hubs

Digital Enablers of Indian SSC & GICs

Digital Payment ) Mobile

e Millennia Internet
IS ( 44444 20¢ of things

Most of the SSCs and Captives have moved beyond modernizing IT infrastructure and embarked
on the digital journey. 40% of GICs and 26% of Indian SSCs are enabling Digitization — Mobile,
Social Media, Cloud Computing, Digital Payments etc.

Source: ‘GICs in India - Getting Ready for the Digital Wave’,2016, NASSCOM; ‘Human Resource Transformation: Wha t's next? ‘, 2016, Deloitte

S S C

40%
GIC ° Yy
Social
Big Data hitgelt
Digital Enablers A Trends and TecthIogles
: that are transforming
@ Legacy SSCs / Captives Shared Services Centers / :
Captives in India v
Cloud
e-Commerce Computing
Indian SSC
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Choice of Technology | Tech is changing business priorities of GICs in India

Customer Engagement

Analytics and Data

Hardware and Software
infrastructure

THEN...

© Broad Segmentation

© Competitive Benchmarking

© Reacting to market changes nimbly
© One time pricing

© Cost reductions through
incremental process optimization
o Long planning cycles to implement

© Annual market and customer
surveys and focus group
discussions

© Retrospective analytics

o Excel modelling using periodic data

© Capex Investments
© Procurement from scale vendors

NOW...
© Micro targeting ‘segment of one’
o Identifying the next disruptive
competitor
© Predicting demand changes
© Dynamic real time pricing

© Agile led implementation
© Straight through processing

© Real time Customer feedback

© Predictive Analytics

© Key decisions based on Big Data
Analytics

© Variable costs due to on demand
tech solutions

© Building best of breed with domain
expertise

144

Intelligent, data driven, processes that deliver transformational / revenue value have gained
precedence over the conventional, transactional, processes.

144

Source: ‘Bain Indian GIC Survey and in person interviews of global CXOs and Indian GIC leaders’, 2017, Bain & Company

Shared Service Centers: a business case
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SSCs & Captivesl Risks involved in building SSCs / Captives as opposed to doing it in-house

Risks involved in setting up SSC
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72% 72% 65% 35%

Risk Attribute

77

Indian SSCs face risks related to change, management caliber and adequate staffing.

Risks concerned with people and leadership are associated with the setting up of GICs in India; 7 7

Source: ‘Bain Indian GIC Survey and in person interviews of global CXOs and Indian GIC leaders’, 2017, Bain & Company

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018

Shared Service Centers: a business case
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Operating an SSC
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Location consideration for setting up an SSC

Cost Parameters Suitability Parameters
N\ /  Workforce Availability
Workforce Costs and quality
Total Employment - - Active Population
Costs - Graduate churn
Infrastructure Inf_rast_r_u =T
Costs Key Assessment Suitability

Parameters in - Vacancy Rate

Office Rentals - considering a - Office Space under
_IT costs - location for construction
Utility costs - setting up - Distance to the

SSC's nearest airport
- Pubic Transport
Business Incentives Location Attractiveness
Business Incentives - - FDI
for SSC set up - Major companies present
Tax Incentives for isc - - Shared Services Maturity
set up

Key Factors for the selection of location for
Shared Services Centers / GICs in India
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89%  80% 72% 62%  40% 31%

Factors determining location selection

7 7 Labor related factors are the key consideration while selecting the location for the SSC 7 7

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
Above analysis is based on a combined analysis of Indian Shared Services & GICs survey results.
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Success of the SSC model of MNCs | Have parent organizations met stated goals

Realization of Objectives by GICs in India

Extend to which the objectives are met

Cost savings 61% 20%

’ Met objectives
’ Exceeded the objectives

Short of meeting objectives Business growth 40% 42%

Data Security 33% 47%

Access to right talent 31% 48%

Quality & Service Efficiency PASLS

Reasons for the failure to
realize the objectives

o Inefficient Talent Pool

o Lack of support from parent
organization

o Inefficient Leadership

o Difficulty in establishing brand
recognition

© Cultural Indifferences

© Political Issues

© Immatured Governance

I Full Realisation M Partial Realisation No Realisation

GICs especially in product development, performed far below their potential.

144

92906 of the GICs have met the objectives of their parent organization. Some small and mid sized

144

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Success of the SSC model of Indian Companies | Have parent organizations met stated goals

Realization of Objectives by Indian SSCs

Reasons for the failure to
realize the objectives

Extent to which objectives are met

"""""""" ) © Inefficient Talent Pool

- 4% 42% o i i
O Met objectives Core Business Leadership Inefficiency

4
o Difficulty in retaining
’ Exceeded the objectives the talent
4

& Compliance 2% 31%
Service & Quality
Efficiency 39% 36%
Enhance Control 36% 32%

Cost Reduction 22% 35%

[l Full Realisation M Partial Realisation No Realisation

679%b of the Indian SSCs have met or exceeded the objectives of their parent organization.
’ ’ Indian companies mainly set up SSCs to Standardize the processes, improve efficiency and to have ’ ’

a better control over their activities.

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Success of the SSC model in India | comparison of Indian Shared Service centers and GICs with Third party vendors

Performance of GICs vs Third Party Vendor

Cost Savings

25%

Quality of Talent 40%

Greater accountability 0

and control

37%

20%

Data Security 35%

44%

Agile Capabilities / 3
Speed to Output

8%

50%

Domain / Industry
know - how

26%

40%

Quality of Output

(as of 2017)

Quality of Talent

Greater accountability]
and control

Data Security

Agile Capabilities /
Speed to Output

Domain / Industry
know - how

Performance of Indian SSCs vs Third Party Vendor

Cost Savings

21%)|

43%)]
24%

32%
41%

20%
46%

31%
43%

64%
22%

39%

Quality of Output{ I

| | |
0% 10% 20% 30% 40% 50%

.Third Party Vendor . GIC Same

[ [
60% 70%

Il Third Party vendor [l cic

GIC:- Cost Savings, Quality of Talent

and Greater accountability and Control
are the main advantages of GICs over
third party vendors

77

0%

| |
10% 20% 30%  40% 50%  60%

Same

1777

Source: ‘Global In-house Centers in India’ 2017, Bain & Company

Indian SSC:- Data Security,

Greater accountability and

Control and Speed of output are 7 7
the main advantages of GICs

over third party vendors

|
70%
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Cost structure | Have SSC & Captives been successful in meeting their parents’ P & L / Bottom-line objective

Cost Structure - Favourable or Unfavourable

SSC Type: 27%
GIC

’ Favourable

’ Neutral

Unfavourable

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

SSC Type:
Indian
Companies

Yo G e S ® Favourable % of respondents

144

’ Neutral
Unfavourable

629% of the GIC respondents indicate that

they have a favorable cost structure;
Just 36% of the Indian companies report

having a favorable cost structure.

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Cost structure | Have Captives been successful in meeting their parents’ P&L / bottom-line objective

Variations in cost between Best in
class, Median and High cost Centers

Efficiency tools utilized by Captives for additional cost Savings
131.15% o Increasing percentage of hiring through employee referrals

© Increasing retention by implementing a early warning system

© Robotic process automation(RPA) is discussed and adopted

o Leverage low cost location

o Indirect costs such as travel and transport are being targeted as quick wins

© Recruitment and training spends have been significantly reduced through deployment of newer
channels such as web/social media based training and hiring, outsourcing non core activities

100%

70.33%

15-25% additional savings can be realized through multiple levers

Total cost breakdown and
Typical cost saving opportunities

% costs (benchmarked to median)

15 -20%
SSC cost structure category 80% —— <
2
- — 2 70%——
GICs were looking to optimize cost as the cost S
structure was increasing by a CAGR of 8%. The major B e0v%——
drivers for this rising cost are manpower and IT and 2
communication costs which are increasing by a CAGR " ehgp ——
of 12% respectively. S 15 -20%
— 2 40%—— S
The high cost Centers operate at 2 15-25% 3
~30-35% above the median cost S 300%—— 10 -25% B é 15 -20%
T —— . 2 = £ 2
There were several GICs operating with overall cost 20% —— é §. S 8 @
structures that were ~25-30% lower than the median. The 2 % e g 8
practices adopted by these cost effective Centers have been 10% —— = = ] T
compiled to form the leading practices across facilities, talent . - - y | =
management & sourcing, transportation etc. 0%——
70% 10% 7% 7% 6% 100%
Source: ‘India GIC Cost and Operations Benchmarking Study’10th Edition, EY Cost head

Shared Service Centers: a business case




Cost structure | Have Indian SSCs been successful in meeting their parents’ P&L / bottom-line objective

Variations in cost between Best in class,
Median and High cost Centers

Efficiency tools utilized by Indian SSCs for additional cost Savings
o Hiring through employee referrals

120% © Digital Transformation and Automation
© | everage low cost location
100% © Indirect costs such as travel and transport
© Cost improvement by changing to cost effective supplier, Eliminating
multiple sources of suppliers to reap the benefits of economies of scale.

65%

Total Cost break up of Indian SSC

100% ——
90% ——
80% ——
g 70%—— °
- S
Majority of Indian SSCs have optimised cost structure g 60%—— &
and operate at 35-40% lower than the median. While f
there are SSCs of large organizations that operate 20% L 0%~ s
above the median. S B
2 40% —— L
2 S
8 g £
o 30%—— g 2 §
= b=
B "
20% —— ks o e 2 "
& o kS
10% —— = 2 5
S 3
i . . O =
10-25.% additional s.avmgs can be realized by 0%—— - [ ]
adopting cost effective approaches 58% 16% 7% 16% 3% 100%

Note: valuvox estimates based on key assumptions that Indian SSCs derive no labour arbitrage advantage,
have relatively lower Transportation and Others Costs compared with GICs.
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Hiring challenges for GICs & SSCs

Hiring Challenges of Shared Services centers and Succession
. . . Planning
Captives in India
Leadership A
Resourcing of new
4 adding jobs/skills
100% —— : Talent
000 Management :
Yo —— - . :
Up Skilling Challenges in y

existing staff SSC / Captives

80% ——
Retaining

r n ’ Millennials
L

70% ——

60% ——
General
Recruiting ( o Attrition
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o= = The right leadership capability and tapping

83% 83% 51% 44% 36% 27% ' . .
new resources / skill sets required to deliver
- more value are top concerns around attracting
Hiring Challenges

talent.

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a combined analysis of Indian Shared Services & GICs survey results.




Success / Failure of the SSC

model

Has the model worked and for which
functions?
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Success of the SSC model — GIC

Success of GIC Model in India

No Success

Bl Complete Success

M Partial Success

Most successful function in the Shared Services Centers (GICs)
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Source: valuvox survey of SSC Operations, Oct-Nov, 2018
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20% 13%

Not very effective

Scope of work in next 2-3 years

B Yes
Hl May be/ Don't know
No

‘, ‘, 75-80% of work done in 7 ‘,
GICs are transactional

‘Finance & Accounting” and ‘IT and

7 7 Infrastructure support’ are effective
functions for GICs

77

92% of GIC respondents say their SSC
model has been a complete / partial

7 7 success and at least 7 7
59% of the successful GICs foresee scope

expanding in the next 2 — 3 years.

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Success of the SSC model — Indian companies

Success of SSC Model - Indian Companies

B Complete success

W Partial Success

No Success

‘Finance and Accounting’ gets an
overwhelming vote as a successful process,

The proportion of complete successes and HR is a distant second.

among Indian SSCs is Substant|a”y IOWer 7 7 ‘Customer contact centers’ and 7 7
7 7 than among GICs, although the proportion 7 7 ‘Engineering services’ are the not so

of failures is significantly lower as well.

effective functions among Indian SSCs.

Source: valuvox survey of SSC Operations, Oct-Nov, 2018 Findings from valuvox survey of SSC Operations, Oct-Nov, 2018
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Spotlight / Focus

Outsourcing / Subcontracting
Manpower/Staffing requirements and
HR Processes
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Major HR Challenges faced by the Indian Companies and the barriers in the current HR service delivery

HR Challenges in Organizations

Leadership
Challenge

Inefficient
leadership is the
major issue in most
of the
organizations.
Building leaders
remains the major
challenge and is the
priority for the
organizations in
India

Performance and
Productivity

Improving the
performance and
productivity of HR
deliveries is the
another important
challenge.

Robust Reporting
& Analytics

For the HR team to
be more effective,
there is the need
for robust data
analytics and
reporting. Most of
companies have
data analytics
embedded with the
ERP systems for
analysis.

Employee Attrition

Handling employee
attrition is an issue
faced by
organizations.
Retaining them is a
challenge which
companies are
trying hard to
tackle it with
monetary and non
monetary benefits.

Major initiatives taken to overcome the

challenges and barriers of HR service delivery

Outsourcing HR activities to a third party vendor

Implementing Shared Services Model

Barriers in the current HR service
delivery

Insufficient Talent Pool:- Unable to
effectively scale to meet the needs of
organization

Degree of Complexity— Difficulty in
managing because of high complexity
in the process

Lack of efficiency: Efficiency in the
HR delivery not up to the expectations

Cost of Operations:- Higher costs
involved in the processes than
expected

Poor service provided by third party
vendors

Outsourcing and Shared Service centers
can be the most effective initiative to

7 7 overcome the barriers of current HR
model.

Reengineering key HR processes along with building
line manager’s people management capabilities

77

Source: ‘Human Resource Transformation: Wha t's next?’, Nov 2016, Deloitte

Shared Service Centers: a business case
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HR process Outsourcing: Use Cases

Why do companies outsource HR Processes
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82% 75% 60% 58% 58% 56%

Expected Outcomes

Main HR Processes outsourced or subcontracted
100%=—

80%=~

60%=~
=
40%=—
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85% 80% 72% 54% 45% 40%

% of respondents

Recruitment

Outsourced process

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

HR processes

7 7 Cost Savings 7 7

access to skill expertise are the main
reasons for outsourcing

Main processes outsourced:

7 7 Recruitment and 7 7

Training & Development

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a
combined analysis of Indian Shared Services & GICs survey results.
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Factors that dictate HR Manpower Requirement Outsourcing / Subcontracting: Use Cases

Factors that dictate HR outsourcing or Subcontracting HR Outsourcing / Subcontracting — Trade offs involved

100%=—

Positives Cost Efficiency— Outsourcing allows you to lower
expenditure on fixed costs and control variable
costs that can result in significant savings

Focus on core tasks :- The company by outsourcing back
end HR operations, can focus on most prioritized decision
making activities.

Staffing flexibility:- Outsourcers will have skilled talents
with multi functional capabilities. The companies can benefit

with these resources.

80%=~

60%=~

40%=~

% of respondents

20%=~

expertise

Access to domain

0%=~

Expertise :- Outsourcing will provide with top class domain
expertise that can ensure better achievement of results

Rising Risk Reduction:- Outsourcing helps mitigating risk factors
Factors for the company by dividing and delegating operations

~
2
>

73% 66% 53% 53%

Hidden costs:- Hidden costs and legal problems may
arise if the outsourcing terms and conditions are not
clearly defined.
Loss of control:- Losing of control mean that you may no
longer be able to control operations and deliverables of
activities that you outsource
HR Outsourcing and Subcontracting Threat to Data security:- When an organization outsources
is seen to be adding value but riddled HR, Payroll and Recruitment services, it involves a risk if
7 7 with unknowns and the perception of 7 7 exposing confidential company information to a third-party
rendering the function impersonal. Lack of Quality:- Problems with[guality[can arise if the
outsourcing provider doesn't have proper processes and/ or is
inexperienced in working in an outsourcing relationship.
Dependency:- Because of complete dependency on
outsourcer, the company may not be able to control risks such
as bankruptcy and financial loss

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a
Source: valuvox survey of SSC Operations, Oct-Nov, 2018 combined analysis of Indian Shared Services & GICs survey results.

Shared Service Centers: a business case




Outsourcing Vendor / Partner | Factors considered for selection

Factors considered while selecting outsourcing partner / Vendor

Availability
of Skilled

resource

Quality of Appropriate
Services Technology Infrastructure

Organization's Efficient
track record Project & Financial
of successful Contract Stability
projects Management

Pilot project
performance

HR Outsourcing: Clients have a laundry list of expectations that

tantamount to the Outsourcing vendor being a formidable partner who
7 7 matches the client organization in terms of pedigree, scale and stability,

while sharing in the risks and delivering skills and expertise clients lack.

77

Source: ‘Factors Influencing Clients in Selection of Human Resource Outsourcing Vendors’,2017, National Journal Of Arts, Commerce & Scientific Research Review

S S C
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Impact of Regulations on growth of Outsourcing / Subcontracting requirements

Payouts in GICs (CTC in INR lac /annum)

Transactional Profiles

| Transformational Profiles

(for payout <3 lakh)

WORK EXPERIENCE
0-3 years 3-8 years| 8+ years | 0-3 years | 3-8 years |8+ years
GIC Payout (a) 5 7.5 10 6.5 11 14
Outsourcer Payout (b) 2.5 6.6 9 3 10 12.5
Cost Arbitrage (a) —(b) 25 0.9 1 35 1 1.5
savings as per SOIAA g o5y NIL ¥1,05  NIL NIL

Savings from 80JJAA over a period of 2 years - 22%
Cost Arbitrage — Transactional -20%o;

Payouts in Indian SSC's (CTC in INR lac /annum)

Transactional Profiles

Transformational — 19%

Average salary in GICs and Indian shared
services: INR 3 to 7 lacs per annum for
transactional and transformational
profiles.

SSCs / GICs are not significantly
benefited from 80]JAA act, as majority of
the employees are paid substantially
more than INR 3 lac per annum

An outsourcing service provider is in a
unique position of advantage to
aggregate lower cost talent and avail of
80JJAA. The benefit could be either
retained or partly shared with the client

Transformational Profiles

WORK EXPERIENCE
(Values in INR lac /annum) | 0-3 years (3-8 years| 8+ years | 0-3 years | 3-8 years |8+ years
SSC Payout (a) 3 6.5 8.5 3.6 9.5 12.5
Outsourcer Payout (b) 1.6 4.8 7 2.4 8 11
Cost Arbitrage (a) —(b) 1.4 1.7 1.5 1.2 1.5 1.5
Savings as per 80JJAA *0.48 NIL NIL *0.72 NIL NIL

Savings from 80]JAA over a period of 2 years - 30%
Cost Arbitrage — Transactional -25%;

Impact of Regulations on growth of Outsourcing / Subcontracting requirements

Transformational — 16%

*Savings from 80JJAA goes to the
outsourcing service provider because of
the lower levels of payout.

*SSCs/Captives mainly benefit from Cost
arbitrage across different experience
levels — this value-add is much higher
than the savings from 80JJAA.

Shared Service Centers: a business case
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HR SSCs: Use Cases

HR Service delivery by Shared Service (as of 2016)

M Yes
H No

30% of the respondents reported that HR
delivery is taken care by HR Shared Services

Benefits from HR Shared Service (as of 2016)

M Quality Improvement

M Cost Reduction Centre

Degree to which it has met the objectives (as of 2016)

H Met

Over 65% indicated that shared services
have met or exceeded desired objectives.

M Short of Meeting
Objectives

I Exceeded

Drivers for the success in meeting objectives
® Better Resources
7 7 ® Stronger Governance
e Faster Decision making
e Increased Change Management

144

Drivers for the failure to meet objectives

¢ Inefficiencies around the current model
e Inability to effectively scale to meet the needs of
their organization led to lower satisfaction levels

B Balanced Control & check 7 7 * Increased degree of complexity in setting up a SSC

77

46% reported quality improvement to be the 7 7
main benefit

Although the success rate is reported to be significantly high HR Service
delivery by SSCs runs the risk of low client satisfaction levels because of
the complexity and inadequacy of current models.

77

Source: ‘Human Resource Transformation: Wha t’s next?’, Nov 2016, Deloitte
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SSCs supporting manpower/staffing/HR requirements |

Why have they not delivered intended benefits &
financial performance to the parent organisation

100% ==

80% ==

60% ==

40% =~

% of respondents

20% ==

0% =~

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

84%

Inefficient
leadership

77

Reasons for HR SSC not delivering intended benefits

73% 51% 43% 27%
Employee Lack of control Gaps in No proper support
attrition of activities Communication from parent

Reasons for failure

organisation

Leadership and attrition, followed by other execution related
issues are reported to be the main causes of the failure of SSCs
supporting HR requirements to deliver intended benefits.

77

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a

combined analysis of Indian Shared Services & GICs survey results.

Shared Service Centers: a business case
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HR Service delivery by Third Party Outsourcing | what dictates choice by captives / SSCs

Top HR Processes outsourced (as of 2016)

Payroll Administration

Talent Acquisition

Training & development

Manage Benefits

Manage Compensation

Manage HR Records

Manage Induction & On boarding
Manage Employee Health & Safety

Risk Attribute

Manage Employee Engagement
Manage Employee Seperation
Manage Performance

Manage Employee Relations
Manage Career & Succession Planning
Manage Competency

Talent / Workforce Planning

Payroll administration continues to
be the key HR process outsourced.

77

Manage Shared Service Customer Delivery, Manage

7 7 Time & Attendance, Establish and Maintain HR 7 7
Processes and Policies, and Manage Global
Employment are the four new processes outsourced.

Source: ‘Human Resource Transformation: Wha t's next?’, Nov 2016, Deloitte

As a result of the problems faced
from the outsourcing vendors,
organizations that are currently in a
full outsourcing contract are re-
considering their strategy and
investigating alternatives of
outsourcing selective administrative
tasks while building capability for
other processes in-house.

77

Shared Service Centers: a business case
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HR Service delivery by Third Party Outsourcing | what dictates choice by captives / SSCs

HR Processes outsourced selectively or completely (as of 2016)

36% of
respondents
have

selectively or
completely
outsourced
their HR
Processes in
2015
compared to
54% in 2012

% of respondents

42 percent of the respondents

0, 0,
>4% 32% consider lack of responsiveness of survey. The
Year 7 7 the outsourcing provider as a major 7 7 drop in
inhibitor to seamlessly execute their percentages
outsourcing contracts. could be due
to various
reasons .

Problems faced in Third Party Outsourcing partners / Providers (as of 2016)

e 170
e 3
e
—— 17 5
— 17 e |
R 17
— 7%
— 7

| | | | | |

0% 10% 20% 30% 40% 50%

Lack of Responsiveness
Communication Barriers
Reactive vs Proactive
Costly

Ineffective Issue Resolution

Problems faced

Poor Service Quality
Unqualified Resources
Others

% of respondents

Source: ‘Human Resource Transformation: Wha t's next?’, Nov 2016, Deloitte

Shared Service Centers: a business case




Short- and Long-term benefits of Outsourcing / Subcontracting as opposed to hiving it off to a SSCs

Short and Long term benefits of outsourcing compared to Shared services centers

80% ==

60% ==

40% =~

20% ==

0% =

Source: valuvox survey of SSC Operations, Oct-Nov, 2018

Cost Savings

7

R
X

76% 65% 51% 32%

77

expertise and efficiency at costs lower than an SSC, while

Outsourcing / Subcontracting is perceived to provide access to 7 7
letting the parent organization control technology investments.

Findings from valuvox survey of SSC Operations, Oct-Nov, 2018 Above analysis is based on a
combined analysis of Indian Shared Services & GICs survey results.

Shared Service Centers: a business case
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Why does it make financial sense for the GICs and Indian Shared Services Center to work with
an Outsourcing partner for HR services/manpower requirements as compared to doing its own?

Drivers for GICs and Indian Shared Services working with
outsourcing partner for their HR requirements

@

Cost Arbitrage

* Upfront
Productivity and
Savings

+ Upfront
productivity, up
to 30-40% cost
recovery over
the contract
period

Risk Mitigation

* Reduced Risk of
Non Compliance.
Especially in an
end to end HR
process
management
contract

Efficiency Gains

* Improved
utilization of
people & assets

* Thanks to
improved
business focus

Driving
Business Value

* Process
Consolidation

* Improvements
in effectiveness
and
standardization

Effectiveness

* Access to
efficient skillset
to manage multi
process HR
services

Incoming and Outgoing Talent
in GICs in India (%) (as of 2016)

100% ==
80% =~
60% =~

40% ==

% migrating talent

20% ==

0% ==

Entering GIC  Exiting GIC

Direction of migration

B GIC & other
Employers

B Service
Providers

Incoming and Outgoing Talent
in Indian SSCs in India (%)

100% ==

80% =~

60% —— X
o
N
40% =—
20% == S
©
0% - 5
Entering Exiting
Indian SSC  Indian SSC
B GIC & other M Service
Employers Providers

Service Providers are a big source of talent in GICs and Indian Shared Services.
While GICs lose most of their talent to other GICs and the industry, Indian Shared

7 7 services lose their talent majorly to GICs rather than to other Indian SSCs and 7 7
service provider

Indian Shared Services Centers and GICs mainly depend on the service provider
for higher cost savings and to improve the efficiency in the service delivery.

Close to Two-thirds of the talent requirements of Indian SSCs and GICs are met

7 7 by service provider talent.
The pay scales at GICs are higher than service providers (nearly 15-20%) and

77

GICs hire more experienced resources and do more skill-based hiring compared
to service providers. Even the Indian Shared Services pays higher than the
service providers, so they mostly hire only efficient experienced candidates while
depending on service providers for their low level requirements.

Source: Everest, Namura Research ; AEGIS GLOBAL / outsourcing human resources webpage; NDTV news article 2017; Indian

Shared Service Centers: a business case
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Overall assessment
Business Value Proposition of Outsourcing
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Business Value Proposition of Outsourcing

Domain Expertise-led HR technology leverage

Market and Practice Intelligence

Complete Cost Arbitrage

bouquet of HR Enhancement
4 "

Tecn Competitive e

c&B _
Design Aggregation
r e
Compliance Risk
Regulatory

Full-lifecycle Mitigation (801JAA)
Talent
Management

Inherent cost arbitrage advantage of sourcing / talent aggregation, supplemented with 80JJAA

7 7 benefits at the volume end; robust best practices based on extensive experience underpinning
execution; processes and technologies cross-pollinated from across sectors and demographics.

The TeamLease Outsourcing Value Proposition for SSCS [GICs and Indian SSCs]

73
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Why Outsourcing to a specialised service provider is better than insourcing or creating a SSC or a Captive

Illustrated Value-add benefit of Outsourcing over a 3 — 5 year horizon

Incremental Value-add Attribute Total
Model - - Value-
Cost Arbitrage| Efficiency | Effectiveness ve':;?[::::"d 'é:)sskt I‘uedl!C.tIOn.{ ':‘;“;i':;e add
GIC 13% 7% 47% 3% 3% 27% 100%
Indian SSC 0% 7% 41% 3% 3% 10% 64%
GIC + Outsourcing 11% 9% 51% 3% 7% 28% | 109%
Indian SSC + Outsourcing 2% 9% 45% 3% 7% 12% 78%
NET INCREMENTAL VALUE-ADD BY SPECIALIZED HR OUTSOURCING PROVIDER TO GICs Uge)/t:)o
NET INCREMENTAL VALUE-ADD BY SPECIALIZED HR OUTSOURCING PROVIDER TO INDIAN Up to
SSCs 14%

7 Outsourcing / Subcontracting is perceived to provide access to expertise and efficiency at costs 7 7
lower than an SSC, while letting the parent organization control technology investments.

Source: valuvox analysis, Oct-Nov, 2018
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Business Plan Inputs
GTM insights for TeamLease
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The Business Case

—

US $26 billion industry

growing at 10+% CAGR Growing
over the past 5 years Global
0 ! Market

) .

TeamLease’s inherent
strengths and experience
addresses these three
aspects well

Cost
arbitrage and
expertise

go—

SSCs relentlessly pursue
cost savings and process/
product innovation

Cost arbitrage /
Innovation

Parent organizations have
not been able to get HR
SSCs right

HR SSC- clear
need-gap

7 7 TeamLease has a value triangulation opportunity in a 930K headcount industry growing at 9.8% 7 7
CAGR. This translates to a gross total job creation opportunity of 1 million over the next 8 years.

Shared Service Centers: a business case
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Market Size Estimates | Employment projections for the next 5 years

Market Size (Number of employees), 2018 Market Size (Number of employees — estimates), 2023

~» 30,800 > 39,122

900,000

Hl GICs M Indian SSCs

Key assumptions:-

7 7 e Indian SSCs have a per SSC headcount which is 0.5 times that of GICs 7 7

e Employment in Indian SSCs will grow at 5% CAGR over the next 5 years

7 7 SSCs will create an estimated 575K jobs over the next 5 7 7
years taking the total employment to 1.47 million by 2023.

Source: valuvox analysis, Oct-Nov, 2018
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Market Structure and Segments | Segment characteristics and affinity of target segments

Top verticals contributing to GICs in India across regions

The sweet spots for
TeamLease are in -

¢ the Software/Internet
space across North
American and
European principals
and in the
SPD and ITO
functions,

7 7 e the Automotive space

across European and
Japanese principals in
the ER&D function,

e the BFSI space in the
BPM and ITO
functions, and

e the Research &
Consulting space in
the BPM function.

77

North America 696 Europe 247 Japan 40
Software/Internet Software/Internet Electrical & Electronics
5% 5% 12%
44% 21% 23%
Telecom & Networking Automotive Diversified & Industrial
3% 4% 6%
9% 13% 20%
Electrical & Electronics Diversified & Industrial Automotive
7% 6% 15%
8% 10% 15%
Research & Consulting BFSI Software/Internet
2% 2% 20%
7% 9% 13%
Semiconductors Chemicals & Materials Semiconductors
4% 6% 25%
6% 6% 8%
GIC revenue split by functions across verticals (US $ billion)
SPD 5.8 ER&D 4.2 BPM 4.9 ITO 4.4
Software/Internet |Diversified & Industrial BFSI BFSI
59% 23% 42% 36%
Electrical & Electronics Automotive Research & Consulting| Software/Internet
12% 20% 21% 15%
Telecom & Networking Semiconductors Software/Internet |Telecom & Networking
10% 11% 12% 14%
Diversified & Industrial | Electrical & Electronics |Electrical & Electronics Automotive
7% 8% 6% 7%
Semiconductors Telecom & Networking Media & Ent.* Diversified & Industrial
6% 7% 3% 7%
Automotive Energy Telecom & Networking |Electrical & Electronics
3% 6% 3% 4%

Source: valuvox analysis, Oct-Nov, 2018

Shared Service Centers: a business case
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Performance and Value-add to Market | conversation starter: Dimensions that matter to the principal in the long run

Domain

Skills Expertise

delivery
and QoS Efficient HR process
management and
responsiveness

Financial
Stability
and Risk

Cost
Arbitrage

Costs: the primary Sharing
hook in the story

HR Technology
and

i Infrastructure
Project / _ _ _
Contract Continuous innovation

Management and product
development to augment
global transformational
projects

Cost arbitrage is, indeed, the fundamental value expectation from the SSC market from an
7 7 outsourcing service provider. However, expertise and technology that translate into robust 7 7
support and innovation that can drive SSC revenue form a great conversational mix.
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Performance and Value-add to Market | Building the efficiency layer

Staffing
e Transactional Process
staff sourcing and training

¢ \Wage arbitrage and
80JJAA benefits

Matching

¢ Transformational Process
staff matching for skill-fit

e Wage arbitrage and
feedback on effectiveness

HR Tech

® Process time / cost
benchmarkin

e Single-view dashboard for
performance metrics

Getting staffing requirements right and, therefore, delivering on cost arbitrage is the first step to building
efficiency. Tuning technology tools for high-performance processes would be key to client satisfaction.

Shared Service Centers: a business case




Performance and Value-add to Market | Trade-offs — Control, Delivery Performance

TeamLease sphere
of control

e Talent Sourcing/
Acquisition

® Process / Technology

Overlapping area
Management

of influence

e Critical / Urgent
requirements fulfilment

® Contingency
Management

e People-process alignment
and performance
management

SSC's / Principal’s
sphere of control

¢ Organizational
culture/ development

® People leadership

® Career pathing and
progression

The fundamental trade-off involves a judicious negotiation of the spheres of control on
7 7 either side, and dynamic management of the overlapping area to ensure client satisfaction. 7 7

Shared Service Centers: a business case
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Performance and Value-add to Market | Margin of performance standards

Incremental Value-add Attribute
Model : :
Cost Arbitrage | Efficiency | Effectiveness 'é:)s:t '::0132224 I:;er\;?tuhe
GIC 2% 2% 4% 4% 1%
Margin 0.25% 0.5% 1% 0.25% 0.5%
Indian SSC 2% 2% 4% 4% 2%
Margin 0.25% 0.5% 1% 0.25% 0.5%

Tolerance
limits for
margin:

.25% -
1%

Lower tolerance may be permissible with value-add attributes that are critical to SSC
7 7 success, and on such attributes that enhance SSC performance marginally higher tolerance

may be permissible.

Source: valuvox analysis, Oct-Nov, 2018
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Sample Design

SURVEY SAMPLE DESIGN

Total Sample Size

Domestic — 17, MNC - 51

Target Profile

Finance, HR, SCM, IT, Customer Service, Engineering Services

Category of Respondents

VP / Head of Operations (Finance, HR, IT), Head of Shared Services
Center, Director / Senior Manager

Geography

Bangalore, Mumbai, Delhi, Hyderabad, Chennai

Shared Service Centers: a business case
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Operating challenges of SSCs in India

Operating Challenges of GICs in India Operating Challenges of Indian SSCs
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Source: valuvox survey of SSC Operations, Oct-Nov, 2018

Shared Service Centers: a business case




HR functions outsourced or in SSCs

Major functions outsourced or in Shared services centers

100% ——

90% ——

80% ——

70% ——

60% ——

50% ——

40% ——

30% ——

20% ——

10% ——

0% ——

Source: ‘HR Shared Services / HR Operations Models and Trends’, 2017, ILR School

Payroll and Compensation

[2]
£
=

9]

=

)
m

)

9]

>
o

=%
=
L

Performance
Management

71% 61% 57% 57% 34% 31%

Shared Service Centers: a business case

86



Execution Framework of SSCs in India

Corporate Structuring

Application for
Incorporation

Regulatory Approvals

Legal &
Regulatory

Source: ‘The GIC Cookbook’,2016, NASSCOM

Banking
Capitalization
Corporate Tax Rates

Benefitting from
Tax Incentives

Transfer Pricing

Financial Systems

Finance
& Tax

Site Selection
Facility design

IT infrastructure
design

Procurement & Vendor
development

Construction and
facility fit out

Infrastructure
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Infrastructure set up

4 )

Facility Design

r \ ( IT infrastructure \

i © Business District
Site Selection deSIQn © Accessibility
© Security
© Public Transportation
Elements to be considered © Hotels
for setting up successful f-/ \/6 © Hospitals
infrastructure m © Airport
© Retail
N\ [ ~ ) © Education
Procurement & Construction and Rentals © - FOLENG
Vendor facility fit out Security deposit ©® r \
development Escalation © Location © Current Employable Talent
Common Area Maintenance © © Culture
Car Park © © Presence of Educational Institutions
Utilities © © Future
ﬁlj K j r Commercials \ m F Talent \

° Ol & /) oe®
A

@, SITE SELECTION

N\ hYE J

Corporate Information — © Developers Scalability © Mid Term
f|nanC|aIs,. promoters, e 000 O © Long Term
Clientele etc., -~ -aaaaa

e ® o © © Scalability
LS © Within the block

- ~
[ ]
Wﬁ I 222 ©OWithin the campus
'r/ I 22 OFirst Right of Refusal

©Holding Cost

-
Track record © a
Size ©

)

Reputation © -

|

: I

No of projects

N\ J J

Key Criteria considered during site selection process

Source: ‘The GIC Cookbook’,2016, NASSCOM
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Infrastructure set up

IT
Infrastructure

Key focus areas for
IT infrastructure set up

Source: ‘The GIC Cookbook’,2016, NASSCOM

Key parameters for the facility design

N\

Branding

Branding is a vital
part of setting up

determines how the

AN

SSC and

company is
perceived.

Cultural & Business
Alignment

N~
-

&4

-~
|
I

N\
e

J

he facility needs to be\
culturally &
professionally aligned
with optimal mix of
collaboration
workspaces, meeting
rooms, workstations

and cabins

Facility Design | Creating an open, exciting, professional and approachable environment are key imperatives of the design exercise.

~

GIC Best PracticeD

hAYd

Leveraging best
practices at existing
successful GICs can
lead to the optimal

spend on facility
design and higher

productivity.

J
)

Robust IT Infrastructure is mandatory to ensure that cross-office teams can collaborate seamlessly and efficiently.

Data & IT Security

M
?

N\

J

Collaboration

N\

( Standards & )
Specifications

‘_eh—.°
%
N\

J

[ )

Connectivity

M,

N\ J

[ )

Business
Continuity

7B

SRO00E
\J

J
)

to recreate their
home - office
infrastructure and
frameworks to
protect data and
reproduce business
induced
requirements.

f Enterprises prefer \

f While facility design
leads to development of
spaces for collaboration
the voice and AV
infrastructure/
technology facilitates
seamless cross office
communication leading

to higher productivity

fIt is recommended to \
implement standards and
specifications, similar to
those enforced in the
home office. This will lead
to higher productivity,
uniform IT infrastructure
and an increased sense of

ownership amongst the
employees.

f Need to assess and \
identify the connectivity
requirements on the basis
on number of users and
business requirements.

(IT infrastructure should\
remain operational, fully
functional and self
sustaining even during
outages.
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Infrastructure set up

Procurement & ] ( )
nt

Vendor Manageme ® Rigorous vendor screening and vendor due diligence before vendor shortlisting

e Strict controls around spend vis a vis budgets. Segregation of budgeted vs
unbudgeted spends

e Issuance of PO/payments only post approval by authorized personnel

® Purchase order tracking

e Controls around material receipting

® Accounting with three-way match — PO/Invoice/Delivery confirmation

Best practices & Control Mechanisms

Construction and
facility fit-out

Project Milestones &
Monitoring

Critical Activities

)¢

Source: ‘The GIC Cookbook’,2016, NASSCOM

® Project kick off

® Set project
milestones

® Resource
mobilization

e Manage
Interdependencies

® Manage SEZ
documentation

] [ Change Management ]
N\ )

¢ Ensure Change
order is within the
budget and
approved

e Track change
orders

¢ Ensure no time
impact to project
schedule

® Apply authorization
limits to change
orders

[ Governance ]
4 )

¢ Weekly meetings
with all vendors

* Monthly review on
construction

¢ Periodic budget
update

¢ Periodic
construction report
against plan

® Certification of
vendor invoices for
payments

[ Post construction
(

¢ Prepare and
address punch list

¢ Site Handover

® Project docket
handover

® Budget
Reconciliation

e | essons Learnt
session

® System Integration
and configuration

e Testing — User
Acceptance test,
resiliency test
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