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FACTS

 The days of outsourcing as a pure cost play are gone

e CIO and IT executives are tasked to increase the
business value of their IT investments and are tasked to
Improve information quality

« Companies need to focus on their core business
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FACTS

e Short-Term cost reductions are only a band-aid
e Organizations assume that they can do it all
* Risk-Aversion is Key
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The Do’s & Don’ts
of Outsourcing
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Best Practices / Worst Practices

DO Do NOT

 Plan e Rush

 Due Diligence e Overlook long-term

» Correctly estimate implications of
management business requirement
resources changes

 Assume you have the
Internal capabilities to
create & govern

*Information courtesy of Compass, Baseline Magazine, Sept. 2008
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Best Practices / Worst Practices

DO Do NOT

« Address underlying « Be LAZY
problems e “Lift and Shift”

* "Fixand Mix” . Seek a quick fix

e Focus on long term
partnerships (start
early & stay the
course)

*Information courtesy of Compass, Baseline Magazine, Sept. 2008
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Project Management
Systems Integration

On-sitie
Onshore
Nearshore Outsourcing/

- Offshore Strategic Sourcing

Joint Venture
Captive Center

What clients want according to Gartner
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MeXxIco

e Population: 107,449,525 (2006 est.)

 Median age: 25.3 years (2006 est.)

o Literacy: 92.2%

e GDP (usd): $741.5 billion (2006 est.) ... world’s 13th economy
e GDP -real growth rate: 4.5 % (2008 est.)

e GDPof IT ... over $4 Billion USD

« GDP of IT/BPO Exports accounts for over $2 Billion USD

 Unemploymentrate:  3.2% plus underemployment of perhaps
25% (2006 est.)

 Population growth rate:  1.16%



Hildebrando

Leadership in Nearshore IT Services

How Garther sees Mexico

Qualitative Indicators of Country Suitability

Poor Fair Good Very good Excellent
Re—Ae—O——H—>
South Czech

India China Israel Africa Mexico Ireland Republic Poland Hungary Russia

Language i x *
Government support* A O
Labor pool * O Q
Infrastructure A OB
Educational system [ ] A [ ]

Cost* * A
Political stability A A

Cultural compatibility A €
Data/IP security © I W
Overall climate [l /\ /\

November 2005, Gartner summit Miami, Fla
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Mexico should focus on its existing competitive
advantages to leverage local and global opportuniti

Source: Interviews; A.T. Kearney analysis
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Technology Partners in Mexico

Microsoft )

Net ORACLE
M ) Business Process and Integration
GOLD CERTIFIED Information Worker Solutions
Custom Development Solutions
Partner

Microsoft

Latin America
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State Gov. With IT industry
IT policies Growth rate

32

IT Firms with
Quality Tech Parks

0

IT Exports “Integradoras” o
and BPO _ : "
(BDD)? IT Firms Universities

1: Source AT Kearney
2: Source Select, 2007
3: Source INEGI

5: August 2007
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IT Human Capital vs IT Universities
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TOP 10 MAJOR CITIES OF THE FUTURE 2007/08

Rank _City . - L I
Lechiogn: @ & dlnes ¢ L hndees
Toronto Ontarlo Canada
o bittsburgh 77T Pennsylvania " United States |7
__Atlanta . Lbeomgia U”'ted ates
.........Guada'alara Lo gliseo | Me"'co
....paltimore . Endna U”"ed States................
Montreal Quebec Canada
I A —
PururEravar BOSton rn rrrarararaTy MassaChUSEtts Frrar Ean Unlted States srersnEmenEE Ay
0 Miami Florida United States

MAJOR CITIES: TOP FIVE BEST ECONOMIC POTENTIAL

Rank  City ... ome S hunby -
.........Ch'cago ”"”0'5 L VUnitea States
. Guadaigjara " alisco e iexico
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2 MeeuClye s o - fenenl D'S“'Ct Me"'m
Montreal Quebec Canada
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TOP 10 MAJOR CITIES OF THE FUTURE

Scores out of 10

Population under 25 years old
Guadalajara, JA

Mexico City, DF
Dallas, TX

Houston, TX

Boston, MA

Atlanta, GA

MNew York, NY
Baltimore, MD

Miamni, FL

0 2 4 6 & 10

Judging Criteria
Economic Potential
*Cost Effectiveness
eHuman Resources
*Quality of Life
*|nfrastructure
*Business Friendliness
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-.LI;
HE!".:B 4 hours

Experience nearshoring

your path to profitability and operational excellen ce.
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How Nearshore works

On-site Operation Nearshore Operation

— e e e e e e—— e— e— e— — — —

Deployment '

Product
Go Live PRODUCTION
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The True Nearshore Advantage

Easy knowledge transfer
— No need for H1-B visas (no cap of guest workers)
— TN visas are granted in two to four weeks

Nearshoring enables project control

Verifiable dedicated resources
— “My team is your team”

Leverage NAFTA agreements
— Security, confidentiality, IP protection
— Political and economical stability advantages
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The Captive Center ... Demystified

* The firm sets up offices in another country to handle

specific IT and business processing tasks
— Wholly owned and run by the parent company

e Advantages
— Control and ownership of the assets
— Lower long-term cost structure for labor
— Core competencies are retained
— Growth on demand

 Requirements
— Understanding and knowledge of establishing offshore captive centers
— Local operational expertise, continuous recruitment and retention focus
— Local facilities and access to government and financial resources
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Captive Center Services

«Administration A «Staffing

Payroll Recruitment and Training
Accounting

*Turnkey Solutions

'EeSign t HelpDesk
*Frocuremen Network Operations Center
eInstallation Infrastructure Managed IT Services

A
Facilities Build out «Center Planning

Temporary S *Govt. Relations
Permanent Facilities

Complete and Simple IT and BPO

Sourcing Solutions
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The Myths about Captive Centers

e Long time to set up

e |tistoo complex

* Requires high investment

e Challenge to manage

* Itis only for large companies
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The Captive Center Business Model 1

«Setup and permanent management of the
center’s staffing and operation

sLeverage your Service Provider’s current
infrastructure

*No need for a separate legal entity

Complete infrastructure and teams
implementing the clients processes
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The Captive Center Business Model 1

*No need to deal with legal, tax and local
labor laws issues

*No minimum commitment required
«Simple all inclusive monthly rate

*Avoid off-shore operations setup
complexity

Fast way to start and test the concept
and the country!
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The Captive Center Business Model 2

*Planned ramp up and volume commitment
*A separate legal entity is established

sImplement clients HR and compensation
policy

*Branded facility
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The Captive Center Business Model 2
«Center is fully customized to client
needs
«Secure environment

sData privacy enforcement
|P Protection

«Simple all inclusive monthly rate

*Build Operate and Transfer (BOT)
optional
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Captive Center Client Benefits

 Reduced Time to Launch
— Ready to start facilities for immediate startup
— Recruiting team in place and ready to hire
— Country laws and regulations knowledge: guided and made simple
— Management team in place: delivery on time and budget

e Reduced Cost

— Reduced upfront investment
— Access to government financial aid
— Labor laws management

e Less Risk
— Reduce long term commitments with landowners and vendors
— Control of the overall project
— Test the country, the city and the resources
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IBM Captive Center,
Guadalajara, Mexico

A center in Mexico with over 1,000 software developers, testers and
consultants supporting the IBM Global Services engagements with
international clients.
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L

Perot Systems implemented a “follow the sun” Infrastructure Support
delivery model to increase efficiency, reduce cost and improve customer
service with 300 employees.
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Application Development Outsourcing Models

 Closed (end-to-end) Projects

o Software Factory

o Staff Augmentation

« Application Lifecycle Management
e Global Delivery

o Software Maintenance and Support
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Testing Services Models

e Test Planning
e Functional Testing
e System testing
 Regression Testing

 Performance Testing
— Stress and Load Testing

« Security Testing
e Acceptance Testing
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BPO: Document Processing

e Scanning

 Data Entry

e Indexing

 Document archival / retrieval
« Applications Processing

e Mailroom management

e Bulk printing / mailing
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Technology Tenures

5+ years
10%

0-2 years
44%

Programming

Languages 2.5 years

46%

5+ years
13%

i 0-2 years
Operative 2500

SySte ms 3-5 years

52%

5+ years
11%

0-2 years
41%

3-5years
48%
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Leadership in Nearshore IT Services G rants F u n d

“Up to 50% of the total cost of an IT project”

e Training

e Technology equipment

e Quality (standards and models)
* Intellectual property protection
e Commercialization

e Studies
e Consultancies
e FEvents

 |nnovation
 |nteractive Media
e Use of IT and related services 1

e Creation and strengthening of
guarantee funds, venture and
seed capital 2

a: Detail in Annex A of the Operation Rules of PROSOFT
1: This area can only be used by companies using IT that want to acquire and/or contract a product and/or service related to IT
2: This area will have to be used by an Trader or Financial Intermediary
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Mexico IT

Value Proposition

NAFTA

' V_isas: fast and Partner
Resources [EEAECRIES Offshore /
. Defined legal Nearshore
High Quality framework capabilities

' ; Cost Effective IP Protection
Solutions Trusted Advisor
Simple and Government
Complete iaison
Turnkey
© Nearsh
Nearshore Fast ramp-up
“Follow the
Sun” work
discipline

Face-to-face
meetings




Hildebrando

Leadership in Nearshore IT Services

A Global Services 100 Company

(Source: neolT and Global Sourcing Magazine, 2008)

US HQ
sHouston, TX

Corporate HQ
*Mexico City

DELIVERY CENTERS
*Mexico City
*Guadalajara

Monterrey
eAguascalientes
Panama

*Madrid and Leon (Spain)

CMMi-ML 5

ISO 9001:2000

2000+ employees

Established in 1986: 22+ Years!

CONFIDENTIAL - © 2008 Hildebrando.
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