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CEO's Letter
Fintechisa

Rollercoaster

baby!

Phew! It's been quite a year in
the world of fintech.

From RBI finally coming out with the
new Digital lending guidelines to the
funding freeze in the startup world: all
have had significant ramifications in
the digital lending universe.

Let's go through this in detail.

Ever since 2020, the Fintech world has
been crying out for clear regulations in
the digital lending world. Most digital
lenders, big or small have been pulled
in by various authorities questioning
their modus operandi and the
legitimacy of their operations. This has
been an extremely painful exercise for
founders.

b
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Most of them had no clue why they
were being scrutinized. Given the
amount of stress and pressure being
applied many founders have ever since
simply downed tools and stopped their
digital lending operations completely.
In the absence of clear regulations, it
seemed everybody became the
regulator of digital lending

Thankfully RBI took note and has
started to publish regulations specific
to the digital lending industry.

,,,,,,



The gist of the regulations is as follows:

e The regulated entities are
responsible for the entire lifecycle of
the loan and the actions of their LSP
partners

e Ensuring borrower protection
against any undue harassment

e Ensuring regulated entities are in
control of the wunderwriting by
limiting first loss guarantee (FLDG)
from LSPs

e Reporting of all loans to the credit
bureaus and NPAs on the balance
sheet of the regulated entities
regardless of any commercial
structures with their LSPs

These guidelines are great for the
industry. It finally announces to the
world who the big daddy of digital
lending is. Cometh the hour, cometh
the man. RBI came in, stepped up,
cleaned house, and brought everyone
in line. It does not matter what your
name is, RBI has ensured everybody
knows their role in the ecosystem

It
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e It spells out the rules for all involved
in the industry. We fully expect these
rules to keep evolving as the
industry and RBI's understanding of
this industry matures

e It puts the industry back in build
mode. Given the chaotic nature of
the industry in the last couple of
years, the industry had gone into
survival mode. Many prominent
players like ZestMoney, Avail, and
Fairmoney, unfortunately, were not
able to make it out in one piece.
While it will take a few months for
the industry to hit growth mode, it's
encouraging to see the folks who
survived these traumatic times go
back to building value for their
shareholders rather than simply
protecting it. At the same time, we
are thrilled to see a wave of new
startups enter the digital lending
industry. We need them and many
more if we are to collectively
achieve financial inclusion in this
country!

While the regulations were specific to
the digital lending industry, over the
last 12 months, funding for startups has
become far more constricted.

How | justify being broke all the time

—

37th Annual Report 2022-23 2.
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This has been a result of a variety of The RBI guidelines coupled with a
factors but can largely be summarised funding freeze have had an interesting
below: impact on the digital lending world

e Low-interest rates and high e Many software companies which
technology dependence during the had built significant distribution
Covid vyears led to significant over the last few years are now
funding for startups at rich moving fast to monetize their users
valuations. Covid times  truly by offering them loans. Revenue is
presented a mirage for tech priority 1
investors who mistook growth
during a black swan event to be a
permanent reality

¢ Now with the rise in interest rates,

investors have access to safer
assets giving better returns and

) F AT
> My baby! Htmml ever repay you?

Ly

therefore have become extremely 7
picky when investing in startups /.
which by their very nature are risky |
beasts

e Startups too have struggled in
transitioning between high growth
mode (high cash burn) to
revenuefunit economics first
companies

You got Cash App?

Me: How do | save money?

Friend: Stop spending money on e Lending companies have become a
; lot more risk-averse. The focus now

- I
things you don't need is to only do loans that make

Me: money rather than past strategies

' which involved simply growing their
loan book at the cost of portfolio
quality

e This coupled with the new digital
lending guidelines where the
regulated lenders (NBFC and
banks) are regulatory required to
show the NPA on their books
regardless of any FLDG

Nope. Don't like that.

=t
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arrangements means there is a clear
alignment between LSPs and their
regulated lenders in creating a loan
book which makes unit economic

sense

In our opinion...

This is a much-needed mentality shift
within the industry. Losing money
endlessly while lending money makes
little sense and is simply a hangover
from the e-commerce playbook of
deep discounting. Companies that
imbibe these values deep within their
culture will be companies that will exist
a decade from now. This, in financial
services, is the most critical north star:
Building a high-quality company that
endures for decades. To unlock true
unfair advantages in financial services
your company needs to inspire trust.
This can only happen if you build A+
loan books over a long period of time.
Whether you are in the digital lending
world or the traditional lending world,
there is no substitute for this playbook.

Simply put: Vintage matters in
financial services

|Corporc1te Statutory | Financial

Overview Report Reports
when you realize that you only trust
yourself;

At Apollo, we have become a lot more
stringent in LSP partnerships. Our goal
is to limit ourselves to only high-quality
partnerships. We follow a thorough due
diligence process that involves

e Financials and burn rate checks

e Equity investor reference calls

e Lender reference calls

e Founder reference checks

e Past loan portfolio checks

=t
ﬁ 37th Annual Report 2022-23 4.
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Only once comfortable with each of
these parameters, we  progress
towards issuing a term sheet to our
partners describing the financial terms
of our partnership. Every quarter this
process is repeated to ensure our
partners are moving in the right
direction. Our goal is to do partnerships
with fintechs where we believe there is
long-term potential to create
something of tremendous value
together. For this, our values must align.

Over the last 5 years, we have worked
with 50+ fintechs and done over 17 lakh
loans. We use this rich experience in
digital lending processes, underwriting, and technology to make the best decisions we
can to build A+ partnerships with fintechs. We are extremely fortunate to be building a
business that happened to be at the right place at the right time with the right team.
Having built multiple companies before this one, | personally know how difficult it is to
build a successful company. No matter how talented you or your team is, regardless
of your track record, every single time you startup, it is very very hard to build
something which actually works. Now that we have struck gold, we never take our
success for granted, and nor do we give up in trying times. We will ride this baby to the
very top!

We truly believe the digital lending | am confident, digital lending in 2033
world is now where e-commerce was will be like e-commerce today in 2023:
in 2013: full of potential and ready for The new normal

an explosion of growth.

5. 37th Annual Report 2022 - 23
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For over 5 years, we have been actively
building Apollo. However, interview
candidates, potential and current
shareholders, and sometimes even my
own mom, ask me, "What exactly do
you do?"

S mam

We help people borrow
money digitally. Like
lbuying those cool
Jordans online rather
than standing in
queue at the Nike store.

Lo
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Director's Note
How we would
explain

what we doto
a 13yrold!

The world of finance thinks it's so cool
to be full of jargons that it ends up
complicating the simplest of things.
This is our attempt at explaining what
Apollo does to a 13-year-old with the
hope that more people will hopefully
get what we do.

e In one line we are a ‘Digital Lending
company’. Though, to a 13-year-old
today, the concept of anything
being done without tech might
seem alien. Even today people have
to go to a bank branch to take a
loan, but at Apollo, we help people
borrow money digitally. On the
same lines as buying those cool
Jordans online rather than standing
in a queue at the Nike store.

When you try to justify
your online shopping

-

I like to seéln

y money.*.

T mhanging infmy_ closet.

b
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What problem s
digital lending
solving?

Now, not every company is allowed to
lend. You need a license to lend which
Apollo has (NBFC License) and RBI is our
regulator. Think of RBI as our school
Principal who has set out very clear
rules that everyone with a license
needs to follow.

IF YOU DON'T FOLLOW
THE RULES

Get a loan at any time of the day- Pretty
much like your mom'’s kitchen, open 24*7 @
when you're hungry INSTRUCTOR

e Even someone sitting in a far-off
village can borrow money with no
bank branch nearby- Similar to
learning how to play the guitar from a
teacher on Youtube

Digital footprint helps in getting to
know whom to lend to and whom not
to- it's like when your friend shares her
Spotify playlist with you and you feel
like you know her better now

| made my crush a plylist

We
Well : -

-

37th Annual Report 2022-23
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YOU'RE GONNA HAVE A BAD TIME

e At Apollo, we work with many
technology companies that may or
may not have a license to lend.
These companies are dalready
serving their customers using digital
means. They know their customers
way better than we know them.
They could be in healthcare,
education, e-commerce etc Since
customers need money to use their
services, these companies want to
offer them digital loans and they
take Apollo’s help to do so.

It



How does this work?

Now remember, since Apollo has the license to
lend and also the expertise, the tech company
shares its customer leads with Apollo. For the
sake of an example let's assume Amazon is the
company that wants to offer digital loans to its
end customers. And Jay their customer (above 21
years) wants to buy a PlayStation 5 and is falling
a little short of the budget. Since Amazon knows
Jay well because he has shopped often, they
know where they have delivered past orders and
he has a good history as a customer they
recommend Jay to take a loan from Apollo.
Because Amazon has recommended Jay, it gives

Large ambitious goals usually
require that people work

Corporate | Statutory | Financial
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TEAMWORK

together.

Apollo a lot more comfort than if Jay had directly approached Apollo. It's like if a friend
your parents trust is coming to a party, it's easier to get permission to go to that party.

And Jay uses this loan to buy the PlayStation 5 digitally!

What value do we add to the tech company?

Capital to lend Compliance

So that they can use

Since we know the RBI

their own funds to focus
on building their
business

| HAVE NO IDEA HOW
MUCH MONEY IS IN MY
BANK ACCOUNT

AND AT THIS POINT,
I'M TOO AFRAID TO CHECK.

~

rules well, we ensure the
loan is compliant and at
places even make sure
the tech company is
compliant. We are like
that annoying elder
sister who sometimes
just refuses to mind her
own business

When your mum goes out and
you're the older sister

Look at me

IiMFTHE CAPTAIN NOW.

37th Annual Report 2022-23

Technology

All the interaction
between us and them is
via API's which makes it
way faster and scalable.
Just like you, we also
believe in- 'Who calls?
Just message!’

J
WHEN YOU HEAR “HEY,
YOU'RE A COMPUTER
PERSON RIGHT"?
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Where we’re going, we don’t need roads.

- Roads?

So to sum it up, we technically can't say we are building the future because this all
sounds fundamental, right? Borrowing money online!

So yes, we are building the present :) And we need to step up, cause your generation will

expect way more from the lending industry before you turn 21.

37th Annual Report 2022-23
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WHY PARTNERSHIPS BETWEEN

TRADITIONAL LENDERS
AND FINTECHS

ARE DESTINED TO FAIL ¢

One of the oldest tails in the Fintech lending world is that Traditional lenders and
Fintechs should make for great partners

In theory, it makes total sense. Fintechs
bring the tech expertise, acquisition of
customers and A + user experience while
traditional lenders come in with lots of
capital at competitive prices. This
sounds like a heavenly combination.
Then why is it that this always ends in
hell?

'«lompetitors can
never be partners

LET'S DIVE DEEPER

The problem

Here is what tends to happen
e Fintechs approach traditional lenders
e If lucky, they are able to convince

them to partner up »ﬁ { _

e |t takes months to integrate '

e When the integration is complete, the ﬁ
Fintechs celebrate it as a huge ‘ ,3; v

milestone due to th.e effort it's taken Heyi@uys, you readjﬁtoﬂlet the dogs out?
for them to get to this point '

=
_ﬁ 37th Annual Report 2022-23 10.
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Partnership starts!

Let's talk worse case and best case e Once done, they present it to The

scenario Executive. He now makes the call.

¢ Worst-case scenario: The call is go directly after the
The loan book is poor quality and customers of the Fintech and slowly
the traditional lender either shuts and painfully cut them out of the
the partnership or cripples it by loop

putting up minimal capital and lots
of restrictions on the kind of loans
which can be done by the Fintech
e Best case scenario:

The loan book quality is great. The
traditional lender gets excited. They
want to scale up! It's happy days
for the Fintech right? Well..not

exactly
This is where the villain in the story e Executive to reconsider as this would
comes in. be the beginning of the end of their

partnership with the Fintech. But this
is to no avail. The Executive could not
care less. 99% of the traditional
lender’s business is direct lending. He
is not going to let 1% of the business
cloud his judgement on how to run

Enter ‘The Executive’

the balance 99% The lender
partnerships manager knows what's
happening.

Who is ‘The Executive'?
e It's that person in the traditional
lending company who notices the

meteoric rise of the Fintech on its -’
book. He is the eye of the tiger! .

e This Executive then proceeds to ask m
his associates to study the Fintech | -.ARI'Y HAVE AN
closely. His team then peppers the ARCHNEMESIS.
Fintech with questions in the name of e He pleads with The Boom! Armed with
diligence. The unsuspecting Fintechs all  knowledge, customers and
answer the questions innocently. The strategy of the Fintech, the
team determine the strategy and traditional lender becomes the
decode the Fintechs plans Fintechs arch nemesis and

competitor.

=t
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A bone-chilling tale isn't it?

This horror has been faced by more Fintech founders than they would like to admit.
Popular banks and NBFCs who all were once the darlings of the Fintech world are now
publicly calling open season on customers of their once prominent Fintech partners.

The solution: What can Fintech’s do to battle this?

Fintechs need to get their own lending license. This e
acts as an insurance policy which allows them to
compete with their partner lenders on an even , v \
footing. Simply having their own NBFC license acts Pk G Al the
as somewhat of a nuclear deterrent for their Pmegfe‘ﬂﬂlomme

=t
g

lenders. The lenders know that if they do ' -
something which is against the spirit of the S
partnership, the Fintech is not helpless. They would v
simply start doing the loans directly. This keeps the
power equation balanced between the two Calliteven?

Now, Lord knows the number of Fintechs who have applied
for an NBFC license to the RBI. If you are not feeling lucky,
getting into a strategic equity partnership with an NBFC is
another way to go. This has become an increasingly
credible option for Fintechs, especially with lenders they
have been working with for a while or plan to do deep
integrations and share proprietary information with

Lastly getting into" partnerships with lenders who are
platforms and are committed to not directly lending to
customers is another great option. Lenders like Apollo
are neutral in nature. We do not lend directly to end
borrowers and only lend via Fintech partners. At Apollo,
partnerships are THE business. Our customers are
Fintechs and going directly after our Fintechs
customers would kill the platform. This makes our
incentives aligned with our Fintechs. If they grow, we
grow. This allows Fintechs to build with confidence ﬂﬂ" I“"'E“IE Gﬂm\'
knowing they won't be suddenly backstabbed by their

lender. They can focus on building an A+ user That's Why we

experience for the borrowers relying on the deep are the ‘AWS of
partnership with Apollo DigitGl Lending"

37th Annual Report 2022-23 12.
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SECONDS MATTER
IN DIGITAL LENDING?

Do you know what's the shutter speed of a digital camera .

to click a picture ? Cool, if you don’t know, let me ask you Speed IS the
something you may be familiar with. How long does a

Google search page take to load? Here you go . : It takes key tO great
about 2-3 seconds@. This is the definition of a great eXperleﬂceS
experience

Now let's talk about Apollo APIs. We are firing up our APIs
and making them better. Much better. It's like SpaceX
improving their Falcon 9 engine#’

We have many APIs which are powering the journey for
our borrowers whenever they interact with our partner’s
digital lending apps . Offering a swift experience during
the whole lending journey is the key to creating a great
user experience’

Let's talk numbers

Our Loan Creation and Sanction Letter APl have been
optimized to be fast. Blazing fast!

e Previously the Loan Creation API took 700 milli-seconds
to hit and process a request. Now, this takes less than
250 milliseconds. This is almost a 3X improvement! To
be precise, it is equal to the blink of an eye®

e Now let's talk about the sanction letter generation API.
This used to take 2 seconds. Now it takes only 500
milliseconds. This is a 4X improvement!

e With these 2 improvements in place, an average
loan gets sanctioned within 1 second at Apollo

The need for speed is real and a key
metric for higher conversations when a
borrower is applying for a digital loan!

=k
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How did we do it?

We got no superpower! There ain't no
Batman or Robin here!

But what we got is a team who is
always trying to improve existing
services to offer better experiences=

They reviewed the code, removed

duplicates, wrote new code, and
optimized, optimized, and optimized!

Sometimes improvements are better
than creating a new feature

Like the OG Steve Jobs said

Corporate | Statutory | Financial
Overview Report Reports

]

YOU MAY.THINK YOU'RE COOL

Sometimes we have to look

back to move forward and bund
great experiences

As always, there are more improvements coming. Until then why don’t you wonder
how fast your eyes are blinking and our APIs are working?

It

37th Annual Report 2022-23 14.
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CKYC REPORTING
IS NOW A BREEZE

Make your Central KYC reporting smoother,
quicker, and easier with Apollo’s CKYC APIs £

The godfather of the FinTech space - RBI,
has time and again reminded us that
when it comes to compliance, they
simply believe their deal is something no
one can refuse.

I'm gonna make him an offer
he can't refuse.

So back in February 2017 when RBI
suggested that Reporting Entities(REs) of
all four major regulators of the financials
sector i.e. RBI, SEBI, IRDAI & PFRDA were to
report to CERSAl (Central Registry of
Securitisation Asset Reconstruction and
Security Interest of India) - we went into a
flurry % hunting for the best 3rd party
solution to automate our reporting and
comply with this regulation right away

EWW IT'S UGLY

£

15. 37th Annual Report 2022-23

What we discovered was a toxic
combination of poor technology and
high costs making 3rd party solutions a
nonstarter, especially for the nascent
fintech industry

CAN'T RELY ONANYONE THESE DAYS

YOU GOTTA DO EVERYTHING YOURSELF

It was at this point in time, we were left
with no choice but to build the solution
ourselves

At Apollo, we believe magic is at the
intersection of A+ quality people,
efficiently written code, and disciplined
processes.

Over the last few years, we have built
out the CKYC reporting solution on this
ethos. But before we go deeper, let's
understand the basics of CKYC

It



What is CKYC?

The Central Know Your Customer (C-
KYC) [ is an initiative by the
Government of India which allows
customers to complete their KYC once
with any 1 regulated entity in the
financial sector such that the KYC of the
customer then becomes accessible to
all other regulated entities in the
financial sector

Don;t get technicallwith me"

Under the PMLA (Prevention of Money-
Laundering) rules 2005, the CKYC
registry will receive, store, safeguard and
retrieve the KYC records in digital form
for all citizens of India

For a Regulated Financial Institution, the
objective is twofold: save time and effort
e Repeated collection of customer
information is not required
Documents from any customer do not
have to be collected and stored
repeatedly by different regulated entities
if collected once and uploaded on the
CKYC portal by any 1 regulated entity
unless there is a change in the
customer’s information
o Repeated verification of customer
information is not required
Verification of customer-specific
documents is not a repeating exercise
anymore once it is verified and
uploaded on the CKYC portal by any 1
regulated entity unless there is a change
in the customer’s information

It
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Most regulated entities manage this
function of compliance through full-time
resources who simply manually, slowly,
and painstakingly do the necessary
reporting on the CKYC portal.

As a growing regulated entity, this is
unsustainable. That's where Apollo's
CKYC APIs come in and save the day! =

BEFORE CKYC

Customers
3 I

KYC

e / i

KYC ,
Fintechs

N % .

Insurance

KYC

AFTER CKYC

Customers

Insurance

37th Annual Report 2022-23 16.
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How does CKYC work with Apollo’s APIs?

e

We have built an end-to-end solution == for C-

KYC reporting where we cover the following

% aspects involved in the reporting process:

‘% '/ Search

-4 Download
Update

4 Upload

> Like, What's It Do Dude?

The Regulated Entity will have the
capabilities to search the details of its
customers  with  the  following

The Regulated Entity will have the
capabilities to search the details of
its customers with the following

documents: combinations:
e PAN Card e CKYC + DOB
e Aadhar Card e CKYC + Phone no
e Passport e CKYC + Pincode + DOB year

e VoterID card

e Driving License
e CKYC number In the case of a customer not being
on the central repository, the
regulated entity can add their
details and welcome them to the

central database

The Regulated Entity can update the
details of its customer basis the
variation between the already existing
details and the latest documentation
received

How it works

Service provider ﬁ!" )

6 D ‘% Institutions

Download

L

Server

APOLLO

17. 37th Annual Report 2022-23
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Our competitive edge!

Subtly tooting our own horn : Apollo
Finvest has been a regulated entity for
30+ years and in the Fintech space for 4+
years now!

In this time we have also worked with 50+
FinTechs, dealt with north of 10 Lac
customers, and managed regulatory
reporting fantastically time and again!

Corporate | Statutory | Financial
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B
Let me !
hit you
with some .

KNOWLEDGE py

To conquer CKYC we followed the following steps:

e We first built the APIs for our internal users =

e Ensured that we had built something that they truly loved @
¢ Fortified the technology to handle the reporting of our high-volume loans ¢,
e Saw firsthand the benefits of automation and now we are bringing this solution to the

rest of the regulated entities! %

Simply put our APIs are:

Tested at scale

We are our biggest clients and have
tested the APIs repeatedly with our data
to ensure that the product is fool-proof

Future proof &

Being a regulated entity ourselves, we
will always have our eyes on any and all
compliance developments and be the
first to implement them

<

) 442

But | am the Chosen One.

It

Customizable §

Our tech-DNA ensures that the product
is customizable as the user requires

Cheaper, faster, less error-prone
reporting. Simply efficient «

e No huge upfront cost to go live!
Simply integrate and pay as you go

e No need to employ any full-time
resources to manually do CKYC
reporting

37th Annual Report 2022-23 18.
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Why
Apollo

Tech infra Entity

Strah Most Firsl& Us%
DNA ' compliant advantage Provider

Startup/B Feedbac
friendly driven

Apollo’s Universe of APIs

Reference to APl Documentation
Apollo offers lending APIs that can be
easily integrated by Fintechs and : : )
partner NBFCs. Our APIs are RESTful, and creating, updating and knowing the
all responses are in JSON format. We status of the loan

have UAT (test) and Prod (live)
platforms.  API keys for  these

Loan APIs & Webhooks
The below-mentioned APIs are used for

Loan Creation API:

environments will be generated at the e This APl is used to create a loan in
time of integration. Apollo’s Loan Management System.
We support different types of loans

Credit Bureau APIs with different repayment frequencies:
Apollo has integration with different
credit bureaus to get the credit score 1.Personal Loan (monthly/weekly/daily
and credit history of the borrower. repayment)

2.Micro Loan
e Apollo Credit APl 1 3.Consumer Loan

e Apollo Credit API 2
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Loan Status APL

Integrating with this API allows Fintechs
to retrieve the current status of a loan
within  Apollo's Loan Management
System. It provides real-time information
for efficient tracking of the loan
application.

Loan Status Webhook:

To receive automatic updates on loan
status changes via webhook, eliminating
the need for continuous API calls.

Loan Update APL

Loan Update APl is used to update
limited information about the loan that
was previously created on Apollo's LMS

LOC APIs & Webhooks

These APIs allow the Fintech/partner
NBFC to create a line of credit in Apollo’s
Loan Management System. Once the
credit line is active, drawdowns
corresponding to the credit line can be
requested.

LOC Creation AP

This API is used to create a line of credit
in Apollo's LMS. We support both
revolving and non-revolving credit line
with different repayment frequencies.

LOC Status APL

Integrating with this API allows Fintechs
to retrieve the current status of the credit
line within Apollo’s Loan

Management System. It provides real-
time information for efficient tracking of
the LOC.

B> 3
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LOC Status Webhook:

To receive automatic updates on LOC
status changes via webhook, eliminating
the need for continuous API calls.

LOC Update APL

LOC Update APl is used to update
information about the LOC that was
previously created in Apollo's LMS

Drawdown Creation AP

This API is used to initiate a drawdown
request if the borrower has an existing
and active credit line on Apollo’s LMS

Drawdown Status APL.

Fintechs/ Partner NBFCs can integrate
with this API to know the current status of
the loan in Apollo’s LMS

Drawdown Status Webhook:

This APl is used to receive automatic
updates on drawdown status changes
via webhook, eliminating the need for
continuous API calls

Drawdown Update APL

Drawdown Update API is used to update
information about the drawdown that
was previously created in Apollo’'s LMS

Disbursement Communication

APIs & Webhooks

These APIs/webhooks are required to
communicate the disbursement status
between Apollo and Fintechs/Partner
NBFCs When disbursement is done by
Apollo:

e Disbursement Status Read API
Integrating with this API allows

Fintechs to retrieve the current

disbursement status of loan/drawdown.

37th Annual Report 2022-23 20.


https://documenter.getpostman.com/view/19353747/UVeMHPHR
https://documenter.getpostman.com/view/19353747/UVeMHPHR
https://documenter.getpostman.com/view/16291369/UVsLR6bW
https://documenter.getpostman.com/view/16291369/2s93Y6seJg

| Corporate | Statutory | Financial
Overview Report Reports

e Disbursement Status Webhook

To receive automatic updates on
disbursement status changes via
webhook, eliminating the need for
continuous API calls.

When disbursement is done by Partner
NBFC:

¢ Disbursement Status Update API:

To inform Apollo about the
disbursement status of the loan
Repayment APl & Webhook

Repayment API
e This APl is needed to inform Apollo
about the repayment collected from

the borrower

Repayment Status Webhook

e This webhook notifies the
fintech/partner NBFCs about the
change in the status of the
repayment post reconciliation that
was previously created using the
Repayment API

21. 37th Annual Report 2022-23

Other APIS

Borrower’s Status API

e This API is used to check whether the
borrower belongs to the negative list
(defaulter or fraud) of Apollo

NOC API

e This APl is to generate NOC (No
Objection Certificate) from Apollo
Finvest for loans that are closed on

Apollo’s LMS

Document Upload API

e This API is used to upload documents
to Apollo’s S3 bucket

CKYC APIs

With our cKYC APIs, Fintechs and partner
NBFCs can search, download, upload
and update borrower's cKYC information.
APIs available:

e cKYC Search API

e cKYC Download API
e cKYC Upload API

e cKYC Update API.

B> 3
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MANAGEMENT
DISCUSSION AND

ANALYSIS

Digital Lending: Growth

Digital lending is one of the fastest-
growing fintech segments in India. It grew
exponentially from a volume of $9 billion
in 2012 to nearly $110 billion in 2019 and is
expected to reach $500 billion by 2030.

Currently, Private Banks and NBFCs dominate the digital lending space, with a 55% and
30% share respectively followed by fintech operating in this space. NBFCs moreover
have observed an increase in AUM from $ 44.02 billion in March 2008 to almost $ 330.21
billion in March 2022.
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Source: The Digital Fifth

India is home to approximately 1,263 digital lending start-ups on Google play store, out
of which only 147 (12% of the total 1,263) are backed by venture capital funding.

Digital lending has grown due to

e The proliferation of ——
smartphones and  mobile :m,ﬂr_mm,mbu,.a,u__,e,},
internet

e Customers demanding a
better experience

e Government actions and
guidelines to safeguard digital
lending for greater Vvisibility
and options for borrowers

e Growing demand for digital lending platforms among MSMEs, and

e The emergence of alternate lending and surge in digital lending during the
pandemic.

merko taresazdhakidhakihorelaflial
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Digital lending also seems to solve the revenue problem for a lot of fintech startups in
India. Eg Paytm pivoted from a payment-first approach to a lending-centric approach
to grow their topline and deliver better unit economics

QoQ Loans disbursed by Paytm in 2021 and 2022

Value of loans Disbursed

(InRs.Cr)
4,000 RS.3,553
3,000
RS.2,181
2,000
RS.1,257
1,000 g e RS.468 RS.687
. [ ]
Q Q Q Q
1 2 3 4

However, on a granular level, immediately after the RBI Digital guidelines in Q3 FY23 the
disbursal volumes observed a dip of almost 10% as compared to Q3 FY22. Towards the
end of FY23 as well the growth rate in volume disbursals had dipped.

Latest Update:
Digital Lending Guidelines

Since September 2022, a lot has changed.

The Reserve Bank of India finally came out with
its Digital Lending Guidelines.
Here’'s what happened -

First: The Intent

Lending has been one of the oldest According to an RBI report in 2021, on a
professions in the country. Fintechs survey of 1100 lending apps available for
came and changed the way lending Indian Android users across 80 App
was done, making it seamless for the stores, approximately 600 were illegal.
borrower to take a loan. However, this
came at a cost. Further, in 2022 Google took action
against 3500 digital lending apps listed
The Indian digital lending sector started on its India app marketplace for flouting
facing issues, including but not limited Play Store guidelines. Google even
to borrower harassment, predqtory blocked 2,000 personol loan providers
pricing, lack of financial literacy, and so from its app marketplace in India from
on. January 2022 to July 2022.
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For the healthy growth of the Indian
digital lending space, RBI issued the
digital lending guidelines in 2022.

It became crucial for RBI to hold NBFCs
and fintechs much more accountable
for -

1. Educating borrowers

2. Identifying genuine regulated and
unregulated entities (FinTechs)

3. Eliminating questionable lenders

Then, the Execution

In December 2022, the Digital Lending
Guidelines came into practice. Some
major challenges that these guidelines
aimed to solve -

Problem1
Lack of transparency and

accountability from the lender

Solution

The lender must now transparently
disclose all the charges of the loan to
the borrower before the loan has been
disbursed. This eliminates foul play
through third-party pool accounts and
creates a direct link between the lenders
and borrowers for better relationships,
credibility, and trust

_THE TRUTH!

It
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Problem 2
Incorrect and partial information about
the loan being passed on to the
borrowers

Solution

Key Fact Statement (KFS) should be
passed on to the borrower before the
execution of the contract in a
standardized format for all digital
lending products. Henceforth, the
borrower must be informed about all
the costs associated with the loan,
including APR (Annual Percentage Rate)
in the KFS.

Problem 3
Misuse and storage of borrower data

Solution

1. RBI directed that data collection by
Regulated Entities (RE), Lending Service
Providers (LSP), and Digital Lending
Apps (DLA) must be need-based and
with explicit consent before such data
collection.

2. Moreover, the borrower should have
the option to deny the use of specific
data, revoke consent, and restrict the
disclosure of data to third parties.

3. Not only that but borrowers must also
be given the option of deleting the data
that the Digital Lending Apps have.

Allow Calculator to make
and manage phone calls?

DENY ALLOW

Excuse me
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Problem 4

Borrowers being coerced into taking loans with confusing language and lucrative
schemes that trapped them in a debt cycle

Solution

1. Cooling-off period - Regulated Entities have to provide a cooling period which is
an exit window provided to the borrower by which they can repay the digital loan
along with the proportionate APR without penalty

2. Borrower’s consent must be availed before increasing their credit limit. This is a
key step to empower borrowers and prevent unaware borrowers from entering into
loans they cannot pay back

Problem 5
Borrowers not having proper ~ HAVE A VERY PARTICULAR SET OF SKILLS.

mechanisms to raise concerns

Solution

Grievance Redressal - The Regulated
Entities and Lending Service Providers
are required to appoint a grievance
redressal officer. Nodal officers are
responsible for resolving complaints
relating to FinTech and Digital Lending. A
30-day period is laid down during which
the REs will have to take action for
grievance redressal after a complaint
has been filed.

| WILL FIND YOUR QUESTIONS
AND | WILL ANSWER THEM.

But, what was the IMPACT!

Initially, there was pushback from the
fintech industry since many players were
required to make big changes.

Some players like Uni and Slice had to
shut down operations because of non-
compliant practices. Products like Pre-
Paid cards, Credit cards, Line of Credits,
and Buy Now Pay Later offered by the
likes of fintechs like Jupiter, ZestMoney,
and LazyPay came under severe
scrutiny. There were concerns about
credit availability shrinking.
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Further, Fintechs found new ways to work in the market -
e Some Fintechs took the safer route and turned into pure-play distributors - passing
on leads to regulated entities like NBFCs and Banks. Eg. Paisabazaar started working

on capturing potential borrowers through its insurance business.

¢ International Fintechs had to establish Indian Data centers to comply with the data
protection norms. Eg Tala, a global lender strengthened its base in India post the

guidelines.

NBFCs = Fintechs

Many fintechs had to change their workflow and found compliant ways to work in

the system.

NBFCs started on-book lending with Fintechs functioning as Lending Service
Providers responsible for disbursements and collections.
Regulated fintechs started pushing for co-lending arrangements

Apollo’'s POV

RBI's policies were imperative for the

seamless

functioning and healthy

growth of the digital lending space in

e With the

guidelines RBI also
concretized India as a market
where there won't be regulatory

India. loopholes that can be exploited to
build businesses thus giving
e RBI's Digital Lending Guidelines investors reassurance.
came at a crucial point - a point
where fintechs in the industry Time and again RBI has been

It

needed a check wrt their practices.

RBI's policies are genuinely pro-
lending and are solving real
problems that borrowers in t