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Onastrong wicket

New investors on board make the Chennai-based
Financial Software & Systems poised for growth

he Chennal-based e-payment
salutions company; Financial
Software & Systems (¥s5), has
new investors on board, with Jacab
Bullas Capital India and New Enter-
prise  Associates  [MEA)  fogether
putting in 360 million recently to pick
up a 40 per cent stake in the company,
This inchudes the 34 per cent stake
that was held earller by the Carlyle
groap and an additional cash infu-
sion. The 560 milllon deal Is one of
the higgest rourds of funding in min
recent times,
Both Jacol Ballas Capital and wEa
are pung-ho about their investment in

Mddanrlie: Building o platform fo Service ew e

F&5. They helieve thiat 785 has a unigue
business model and Is poised for
strong growth, “Fss is strongly posi-
tioned to tap the fast growing elec-
tronic pavments sector in India and
cwversedas throvgh a bouguet of prod-
ucts and services," savs Srinivas Chi-
dambararm, managing director, Jacoh
Ballas Capiltal [ndla,

Bala Deshpamnde, senior managing
director, mea, India agrees. "For ~Ea,
Fss represents a compelling oppaortu-
nity to participate in the fast growing
and vibrant transaction processing
space,” Deshpande says that founder
and managing director Nagaraj V.

Mylandla and director . Rudhraapa-
thy “have built a quality platform tat
is geared to deliver the ever new needs
of their clients.” Vinod Kumar, part-
ner-director of the Chennal-based
Veda Corporate Services, which put
together the complex deal, says, "With
the new vos in place, 55 s all sel o go
into the next level of expansion.” Itis
also likely to goin for a public listing
around thres vears from naw,

Set up in 1991 by Mylandla, the
Rs24(} crote-Fss is a combination of
payment technologpy solutons and
payment infrastructure basinesses. i
provides end-to-cnd pavments trans-
action processing and solutions for
banks, stock exchanges, insurance,
telecom and  healthcare  sectors
through its two divisions: Fss Tech-
nologies (k5510 and rss NeT. While
Fa5T provides products and services to
mricninne fronmt end payvment systems as
well as hackend processing, rss MNeT, is
3 hosted payments servioes business
set up In 2001, whose offerings
include shared pavments services,
managing ~ras and Intermet payment
gateways, mabile pavments, et

For instance, as part of its AT
deployment and management ser-
vices, Fas NeT does A site selection,
installation, cash optimisation and
loading, etc, Under its mobile pay-
ments and value-added services, carnd
helders can perform banking transac-
Homs such as account queries,
fund transfers and mobile commerce
fransactons.

Fs5 clalms to be the only company
in India that provides hosted pay-
ments transaction processing services
acrass all paymments channels — such as
Arnts, point of sale, Internet and
mobile, Currently both the divisions of
the company — #2451 and Fss MeT - cone-
tribute equally ta the company’s rev-
eriues. Mylandla points out that while
there are players like First Dhata (in pro-
Cessing), TS (inh switching), Euronet
(for arnes) and Venture [nfotek (for
local paint of sale), not too many coms-
panies can clalm to have the end.-to-
end range of offerings that £3s has.

Chidambaram points out that
the breadth of service offerings
makes  the Fss  business maodel
unique. “rss addresses all major sep-
ments of electronics pavments, as an
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end-to-end player providing mission
critical, fail-safe infrastructure and
salutions, hosted transaction process-
ing and backend services across multl-
ple platforms such as aTws, debit
cards, internet and value-added pay-
ments,” he says. “They have pio-
neered a unigque business model for
the electronic payments industry.”

Early mover advantage
“rs5 has a sound business model and
has done well over the vears,” says
Yash Sahni, formerly president and
chief operating officer at Tata Consul-
lancy Services, who has been waich-
ing Fas from s carly days. "It has the
carly mover advantage in the man-
aged shared AT networks business
and does not have too much competi-
thon in this space at the moment.”

¥55 has seen strong growth in the
last decade, From Bs16 crone in 2000,
the revenue has moved up consider-
ably to currenily stand at 3240 crore,
which Mylandla is now targeting to
raise to Bs320-360 crore by 201 1. Over
the past bwo vears, F55 has been lurm-
ing in net profits to the tune of 18-20
per cent,” says Mylandla. Currently,
65 per cent of the company”s total rev-
enue is from iis global clienis. How-
ever, poing ahead, with the
c-payment space in India expected to

grow, Mylandla expects that the
domestic market will account for

around 60 per cent of the kitty,

55 has development centres in
Chennal, Mumbal and Siruseri on the
putikirts of Chennal and offices in the
US, Europe and the Middle East. It
also has a data centre spread over
10,000 5q ft and equipped with state-
of-the-art technologies. According 1o
Mylandla, till now, Fss has invested
Rs125 crore in setiing up the infra-
structure and for product develop-
ment and he expects to pul in another
Rs200 crore for ramping up in the
coming ycars. ¥3s has a 1,000-plus
employee base and over 100 Indian
and global clients. Its client list
includes ARN AMRO, American
Express, koici Bank, npec Bank and
Indian Bank among others,

Looking back on the setting up of
s, Mylandla explains that he had
initially thought of entering the
payments space after his stint in the

US with o, one of the largest third
party service providers bor card pro-
cessing in the US (banks in the US
have historically outsourced card
transaction processing) and then with
aca, the leading US-based transaction
payment processing company. In the
early days, the revenues al F33 came
from the technology solutions for
retail and front-end banking. To
begln with Fss started primarily s a
channel partner to companies like
act, along with offering support and
maintenance for their products.

rxs followed this up with offering
customisation. The next step was to
start building its own products for

Frurshlermapanthys raiching the visibiling of banks

card payment reconciliation, mer-
chant management and transaction
process middleware, etc.

But Mylandla and his team soon
realised that the Internet, ATas and
mobile communications  would
change payments in a revolutionary
way and decided to address this space,
They alio made the big leap from
being only a solutions provider to also
creating and building their own Infra-
structure and started offering hosted
services. “If a bank wants to buy tech
saluthons, we customise; i it wants to
outsource, then we offer our hosting
services,” savs Mylandla, He believes
that ¥s3' domain knowledge and the
expertise that it has built over the
vears have enabled it to create
solutions far s clients ahead of
time. “This is the reason we can stay
ahead of other entrants, as it will take

them considerable time tounderstand
the market,” says he.

“Banks are constantly looking to
raise visibility through value added
services,” adds director ). Rudhraapa-
thy, who heads pss NeT, “Arss and
point-of-sale devices offer the next big
opportunity for developing a whole
menu of back-endd solutions and ser-
vices for us.” Currently, 2,000 AT
are conmected 1o the Fss network.
Rudhraapathy says that the plan is 1o
add 5,000 more ATMS to the F38 net-
work amd also connect (o over
300,000 merchant locations in the
coming two-three years. Rudhraapa-
thy adds that, with the government
encouraging banking to extend into
rural arcas, the banks are likely to
increasingly outsource their non-cone
banking functions. "At s, we have
the expertise and the sxperience 1o
take over these functions,” savs he.

With rss being on a strong wicket,
why did the Carlybe group, which first
invested in the company in 2000 and
later again in 2004 through First Car-
Ivle Ventures Maurdtius (rFCwvaia),
decide to exit? According to Shankar
Maravanan, managing director, Car-
Ivle group, it was purely because it was
nearing the end of its fand cycle.
TFCvs Is extremely satisfied on lis
investiment,” says Naravanan. "Fss
has consistently demonstrated strong
growth and profitability and | am
confident of its ability 1o continue its
strong growth in the years to come,”
Narayanan adds that he is particularly
impressed with the vision and busi-
ness  acumen of MNagaraj and
Rudhraspathy who, he says, "have
successfully created India’s largest e.
paymenis company.”

Mylandla points out that Fss used
both the rounds of Carlyle funding to
expand and consolidate its business
model. “When Carlyle wanted to exit
in 2008, we could have used our cash
to buy them out, a5 we have a cash
surplus of Rs80 core,” says Mylandla,
“But we felt that it was better to find a
buyer for the Carlyle slalu:. It s a
win-win for both.”
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