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SIS’ next destination

could be the Middle East
and Southeast Asia

am a businessman by accident,”

says the S59-year-old Ravindra

Kishore Sinha, cMD, Security and
Intelligence Services (Sis), a company
that has grown from manned guard-
ing security to cash management and
mechanised cleaning services, and
cross-selling services to clients. From
being a journalist to a businessman,
Ravindra has had a long journey.

In 1971, in his early twenties,
Ravindra worked as a journalist with
Search Light, a newspaper in Patna; he
went to Bangladesh to cover the war,
lived with the Bihar regiment of the
Indian army and had a first brush
with security personnel.

The war got over, but Ravindra
stayed in touch with the jawans and
other army personnel. Then in 1974,
Search Light closed down and Ravin-
dra was jobless. “Although I started
working as a freelance journalist, I got
time to look for alternatives. The same
year, I met a businessman who had a
foundry, which was facing some
labour issues and needed security.
This was the beginning of a security

agency. | called some of my army vet-
erans (many of them had retired) and
set up sis,” recalls Ravindra, who has
never looked back since then.

“The past five years have been very
exciting,” says Rituraj Sinha, the 30-
year-old ceo of sis, who, together
with his father (Ravindra) and the
management team in 2005 — when sis
was a less than T100 crore company
- sat to draw up ‘Vision 2010’. The
plan was to follow a two-pronged
strategy: diversification into non-
guarding services and expansion of
the geographic footprint.

Five years down the line, the
results are here to see. The company’s
FY10 turnover touched ¥1,460 crore,
of which, manned guarding consti-
tutes 79 per cent, down from 93 per
cent in FY06. The cash-in-transit (C1T)
business, which sis started in 2004
with a fleet of four vehicles, has grown
to 522, covering 268 cities across 28
states. In the past six years, this busi-
ness has recorded a compound annual
growth rate (CAGR) of 135 per cent to
739 crore; while it contributed a mere

2 per cent to sis’ topline in FY06, its
share increased to 14 per cent in FY10.
The balance 7 per cent (of FY10
turnover) comes from recruitment
and training, consulting and investi-
gation, besides mechanised cleaning.

“In 2005, we drew up a strategic
plan and decided to focus on the Asia
Pacific region for future growth, since
the region was entering into a strong
growth phase,” says Ravindra, who
increased the range of sIs’ service
offering in 2005, when it commenced
CIT to cater to the banking sector. This
business division has expanded its
service portfolio to full-scale cash
management services from CIT - cash
pick-up and delivery, vaulting and
processing of cash and precious cargo,
inventory management to ATM
replenishment and maintenance.

In March 2008, s1s, through a col-
laboration with the $3.2 billion Ser-
vice Master Clean of the US, entered
the mechanised cleaning business.
Service Master operates across the
world through franchisee arrange-
ments and sis is the Indian partner.
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Five months after getting Service Mas-
ter into India, in August 2008, the Sin-
has, for the first time, took their
business beyond Indian shores and
entered Australia, with the acquisi-
tion of the $300 million Mss Security.

“s1s is a unique company at the cusp
of exponential growth and has gone
relatively unnoticed in spite of being
the largest manned guarding company
in the Asia Pacific region. The security
services sector is characterised by high
growth, stable cash flows and margins,
low capital expenditure and high
returns,” says Amitabh Malhotra, MD,
Rothschild, which is mandated to raise
money to recapitalise the company’s
balance sheet and fund future growth
(organic and inorganic).

At the time of the Australia acquisi-
tion, Mss Security’s operating (EBIT)
margin was 1.5 per cent and the busi-
ness had declining revenue growth.
sis, with a new management team,
rebranded the business, arrested rev-
enue attrition and built sales capabil-
ity. The EBIT margin is now close to 6
per cent. This demonstrates the man-
agement’s capabilities to successfully
acquire and turn around businesses
outside its home market. “I see sisas an
Asian security services platform and
not just an Indian player,” adds Mal-
hotra, who sees sis’ growth through
the acquisition route as a logical step.
“Top global players have grown histor-
ically by acquiring smaller platforms,
particularly in emerging markets.”

“In fact, the low capital intensive
and high return nature of this indus-
try has attracted private equity play-
ers. The model is easily scalable,”
explains Ramesh Iyer, MD, Topsgrup,
one of the first to get money from pri-
vate equity players like 1ciC1 Ventures
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and Rakesh Jhunjunwala. The New
York-based hedge fund DE Shaw
invested in sis in early 2008 to facili-
tate its acquisition in Australia. The
deal made sis one of the leading play-
ers in its business in the Asia Pacific
region, but stretched its balance sheet
due to the debt for part-

with corporate offices, five-star hotels
and even residential societies waking
up to the issue. “Even though we are
not the principal employers of secu-
rity guards, we see that whichever
agency we hire, the guards fit within
certain parameters. For choosing SIs,

we did an audit like we do

financing the transac- CoMPANY for all our outsourced ser-
tion. It is now in the SIS vices, In this case, we
process of raising $100 PROMOTER check whether the guards
million to recapitalise the  Ravindra Kishore Sinha et provident fund,
balance sheet. Sk TURNOVER Employees’ St'f:te Insur-

On the acquisition #1460 crore (FY10) ance Corporation bene-
front, sis has been suc- : fits, bonus and other
cessful in crystallising not SEMGESS emoluments. We check
just operational excel- Guarding, cash the agency profile, bal-
lence, but also business management, ance sheet, references,

synergies from the mss
acquisition. Management
capabilities for integration (both ways)
have resulted in exporting micro-level
operational, 1T and rostering knowhow
from India to Australia, while import-
ing segment-specific expertise such as
large event management (Melbourne
Cup, Grand Prix), aviation and mar-
itime security practices from Australia
to India. In fact, post acquisition of Mss
from United Technology Corporation
(utc), the Sinhas are exploring an
alliance with UTC in the electronics
security systems segment in Australia
and are also considering acquisition of
UTC’s other Asia Pacific manned
guarding businesses.

i“ Rea}ising that a reliable and

quality supply chain is a criti-
cal factor for the security business,
we set up training infrastructure
that can supply 25,000 trained
guards per year, as well as officers,”
says Rituraj, who runs the training for
14 locations all over India and oper-
ates it as a profit centre for the group,
undertaking government-funded
training programmes as well as pro-
viding customised training as per
clients’ requirements.

“Recruiting and training are the key
challenges in this industry that is
growing between 15 per cent and 20
per cent,” says Iyer, who is addressing
this issue by setting up training centres
to impart knowledge to the guards.

In fact, the spate of terrorist attacks
over the past few years has boosted the
demand for private security services,

mechanised cleaning

etc,” says Rajeev Devnath,
security head at Tata
Motors, which uses sis at various
locations in India, including Singur.
Apart from Tata Motors, sis’ client
list includes 1M, Dell, Hindustan
Aeronautics Ltd, Toyota, Hyundai, etc.

According to Freedonia, an inter-
national business research company,
the security services sector of the Asia
Pacific region (ex Japan) aggregated
$16 billion in 2007, accounting for 11
per cent of the world market. Low
average per capita utilisation of pri-
vate security measures, especially in
emerging markets like India and
China, reflects the region’s relatively
untapped potential.

Lastly, the drivers for security ser-
vices in the Asia Pacific region and
players like sis that are looking at geo-
graphic expansion in the region, are
the strong economic growth in the
region, rapid industrialisation, rising
crime and socio-economic tensions
as traditional societies industrialise
and income gaps widen, and finally,
continuing threat of terror attacks.

For the Sinhas, it is “Vision 2015’ -
in the next five years, sis will look at
demergers and creation of service
specialist listed entities, besides a
foray into the Middle East and South-
east Asia. In terms of numbers, while
revenues are expected to touch
3,000 crore (involving a mix of
organic and inorganic growth), the
operating margins and return on
equity are targeted at above 10 per
cent and 30 per cent, respectively.

* LANCELOT JOSEPH
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