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Executive summary

Oxigen India case study: Deployment Model Tiering as growth strategy

 Oxigen India has implemented an innovative strategy to
expand its 200,000 agents network: Deployment Model
Tiering

 Oxigen’s 7 different Deployment Models (DM) to acquire

new agents allow for a better match to local demand, with
Initial investments that range from USD 8 to 385.

« Lighter DMs, are better suited to be viable in locations with
shallow demand and therefore lower returns, and
comprise 94% of the agents and 77% of the transactions
volume of Oxigen’s network.

« On the contrary, richer transactional portfolios and
services which include banking services require heavier
DMs which are suitable for only a more Ilimited set
locations but drive 23% of value transacted.

(CGAP
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Oxigen India

An overview



India’s Financial Services, selected indicators as of June 2016

887.9 Million adults (age 15+) (2014

@ 690 Million without an account (% age 15+) (2014)

l 616 Million unique mobile subscribers

@ 126,337 Bank Branches

201,861 Bank ATMs

@ 2.8 million Bank Point of Sale Devices (June 2017)

@ 534,477 Banking agents in villages

o 469 Million Basic Savings and Deposit Accounts (BSBDAS)

Q)CGAP Source: RBI Annual Report, GSMA Mobile Economy India, World Bank Data, RBI Data 4



https://rbidocs.rbi.org.in/rdocs/AnnualReport/PDFs/0RBIAR2016CD93589EC2C4467793892C79FD05555D.PDF
http://www.gsma.com/mobileeconomy/india/
http://datatopics.worldbank.org/financialinclusion/country/india
https://rbi.org.in/Scripts/ATMView.aspx
http://datatopics.worldbank.org/financialinclusion/country/india
http://datatopics.worldbank.org/financialinclusion/country/india
https://www.gsmaintelligence.com/research/?file=134a1688cdaf49cfc73432e2f52b2dbe&download
https://rbi.org.in/Scripts/ATMView.aspx
https://rbi.org.in/Scripts/ATMView.aspx
https://rbi.org.in/Scripts/ATMView.aspx
https://rbidocs.rbi.org.in/rdocs/AnnualReport/PDFs/0RBIAR2016CD93589EC2C4467793892C79FD05555D.PDF
https://rbidocs.rbi.org.in/rdocs/AnnualReport/PDFs/0RBIAR2016CD93589EC2C4467793892C79FD05555D.PDF

Oxigen’s Business Model

Oxigen operates a technological platform and manages a network of
independent retailers (also know as agents) that perform financial
transactions on behalf of multiple third parties, who pay a fee for the

service.
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Oxigen’s agent network at a glance

Oxigen has a history of 13 years serving the Indian
market. Oxigen started its operation in 2004 enabling
small retailers to become agents offering basic
payment services such as mobile airtime recharge, bill
payments and utility payments.

Oxigen reports about 200,000 touch points across the
countrykas of 2016, making it one of the largest agent
networks.

Most Oxigen agents are non-dedicated as their shops
have other sources of revenue, for example mobile
repair, mobile accessory, medical supplies, printing and
copying, etc.

Oxigen is a de-facto shared network for its non-banking

agents, as it aggregates transactions from multiple
roviders. For example it offers airtime recharge for all
obile Network operators.

e [

DICOS+] |

India’s central bank mandates banking agents to be
exclusive to one bank, nonetheless non-exclusivity is
common in the market as many agents work with more
than one agent network manager for non-banking
transactions such as bill payments or remittances.

A non-dedicated agent outlet

(@CGAP 6



http://www.myoxigen.com/distribution-franchising/index.php

Oxigen’s journey highlights, 2004-2016.

2004 - 2011 -
Launch of Introduced 2014 - Oxigen 2016 - India’s
Basic POS 2010 - First PoS becc_)mes first wallet to
(POS used Launched developed by Business connect into

was procured Mobile Agent Oxigen Correspondent NPCI's Merchant
by 3rd party) App (OxiSmart) for RBL Bank Payment System
2010 — First 2010 - 2012 - Business 2016 - Launch of
partnership Launch of Correspondent OX|gen Super
with State Web App for Yes Bank & Saving Agent
Bank of India ICICI Bank. using microATM
for Kiosk Added second with RBL Bank
Banking P0S, OxiShaan including RuPay
for rural India Cash@POS
Q)CGAP NPCI - National Payment Corporation of India 7



http://www.npci.org.in/

Deployment Model Tiering

Oxigen’s strategy to better match the
specifics of local demand across its network



What is a Deployment Model?

Beyond the “channel” characterization

A Deployment Model (DM) is determined by the procedures used by
an agent network manager (ANM) to acquire new agents or
customers.

* Itis comprised basically by:
 Hardware and connectivity used
 Financial and formality requirements and procedures

« Cost bearing: who bears each of the components of these
costs, agent or ANM.

 Deployment models differ from each other chiefly across:

1. Services offered/ transactional profile: the types of
transactions, their maximum values available and the overall
value transacted per agent. Features: paper receipts,
biometric validation.

2. Setup costs: hardware and connectivity upfront capital,
upfront working capital, permits, etc.

3. Operational costs: liquidity management, connectivity,
consumables (e.g. paper rolls), etc.




Oxigen operates multiple deployment models

This contrast with most agent network managers who usually work with- @ Singiesans

Oxigen’s 7 deployment models:

70 .
q&_’ 1. Mobile agent Setup fee: charged
2 % 2 \Web App by Oxigen to new
D N _ agents. Includes
g 3 3. Basic POS training and
%fﬂ 4 Micro ATM branding, in some
24 _ cases hardware.
O & 5. Banking Portal
Setup fees 6. Corporate retail chains
Not Applicable | 7, Consumer Wallet
(@CGAP 10



Oxigen’s Deployment Models — Summary characterization as of l

Deployment Main Paper Blometrl

1. Mobile
Agent

2. Web App
3. Basic POS

4. Micro ATM
5. Banking
Portal

6. Corporate
Retail Chain

7. Consumer
Wallet

@ CGAP

Mobile,
agent’s own

PC & Printer,
agent’s own

POS,
purchase included in setup fee.

Biometric POS,
purchase included in setup fee.

PC & Printer, agent’s own,

Biometric, included in setup fee.

Cashiers,
retailer's own

Mobile,
consumer’s own

500
USD ~8

<1000
USD ~15

5000
USD ~75

10,000
USD ~155

325,000
USD ~385

N/A

N/A

Payments +
P2P

Payments +
P2P

Payments +
P2P

Payments +
P2P + Banking

Payments +
P2P + Banking

Payments +
P2P

Payments +
P2P

Yes

Yes

Yes

Yes

Yes

No

No

Yes

Yes

No

No



Each of Oxigen’s DMs targets very different demand levels

This flexibility enables a better match between an agent and the local demand

Ranking: Transactional value per DM, agent monthly average,
INR/USD, 2016.

g 700,000 % 602,000 $10,000
$9,000
% 600,000
$8,000
< 500,000 $7,000
< 400,000 oo
$5,000
< 300,000 $4,000
2 193,746 $3,000
% 200,000 2 150,000
$2,000
< 100,000
Z 40,000 $1,000
9,000
% 0 [ | $-

Mobile Agent  Basic POS Web App MicroATM Banking Portal

(@CGAP 12




Lighter DMs account for 94% of active agents and 77% of transactional 6

Agents per DM - Jan 17 Active Agents per DM - Jan 17
75000. = Web App 40000- —37 500
60000. ® Mobile Agent 30000. —
45000. i
H Basic POS 20000. ——
30000. = MicroATM
10000.
15000. m Banking Portal .
0. 0.

B Corporate retails
chains

Monthly transactional volume (in million USD) - Jan 17
100.

80.

60.
40.

20.

£ = |Demonetization in India (Nov'16 - Dec’16) affected the Banking Portal deployment
model particularly. SBI closed down the business correspondent (agent) operations for
QZ)CGA a month during this period. This lead to sharp decline in number of transactions.

13




The transactional profile varies significantly across DMs

Showing that DMs are specific not only of aggregate demand levels but also to uSe Cases

Consumer Wallet
5% m Send Money to Bank

8% ® Recharge Micro ATM ® Biometric Transaction
m Virtual Visa Card Purchase 10% ® Merchant Payments
B Merchant Payment m Cash@POS

= Balance Enquiry
15% m Others
42%

= Bill Payment
55% 25% ‘

Banking Portal 15%
8%
10% 10%
® Biometric Transaction
m Deposit
® Money transfer
= Withdrawal

® Other (ATM Card Withdrawal, Balance Enquiry)

All the data is as of Jan’17

(CGAP




Deployment Model 1 - Mobile Agent — Description as of 2016

2500 m Launch: In 2010 to provide non-banking financial

Setup Fee transactions. SMS service was activated earlier

USD 7.70
45,000
Agents - Deployed ]
(estimate) 9" Setup fee: includes access to the service
] &) and branding of the outlet.
Agents - Active 30 10000
day (estimate)
Transactional value, 39000 ; Services offered: Basic Payments -
agent monthly average USD 138 Airtime top-ups, bill payments, satellite TV.

Formality requirements: Level 1, must
complete the KYC requirement (ID &
Address Proof) and agent on-boarding form.

Hardware: agent's own feature phone or
smartphone. Retailer Mobile App or SMS interface.
Mobile connectivity paid for by Agent. SMS s
QZ)CGAP generated via Oxigen’s servers, paid by Oxigen. 15




Deployment Model 2 - Web App — Description as of 2016

500 - 1000
USD 7 - 15.38

Launch: In 2010 to provide non-banking financial

Setup Fee transactions

Agents - Deployed 57,000
Setup fee: includes access to the service,

Agents - Active, training and branding of the outlet. A

4,2 . : . : )
30 Days 34,200 biometric reader is being piloted for ¥2,500.
Transactional % 150.000 Services offered: Basic Payments, cash-
value, agent USD é308 in, P2P Money Transfer, ticketing. Paper
monthly average ° receipts.
oxigen | &bk L :
S | Train ticketing can be added for a 310,000
fee.

FOR OUR PARTNER NGOs THROUGH

DONATIONS on

www.ro.oximall.com AND www.oxigenwallet.oximall.com

Formality requirements: Level 1, must
complete the KYC requirement (ID &
Address Proof) and agent on-boarding form.

s BENEFITS FOR RETAILERS:

Hardware: agent’'s own PC and printer. Internet
connection paid for by agent.

| Screenshdt of WebApp Iogln p?a{;ge.

e




Deployment Model 3 - Basic POS — Description as of 2016

o Launch: In 2004 to provide non-banking
%5000 financial transactions. It is Oxigen’s initial
Setup Fee USD 76.92 deployment model.
Agents - Deployed 43 650 9" Setup fee: includes OxiShaan terminal
’ purchase, agent training and branding.
e/
Agents - Active, 30 day 26,190 Services offered: Basic Payments,
cash-in, P2P Money Transfer. Paper
Transactional value, 40,000 receipts.
agent monthly average USD 625
Formality requirements: Level 1, must
complete the KYC requirement (ID &
OxiShaan Address Proof) and agent on-boarding
terminal with form.
GPRS,
Eattsry Hardware: provided by ANM through setup
.‘?C “pt’d fee, proprietary OxiShaan POS terminal
MG (since 2012, different models previously).
printer and

L EL Internet connection paid for by agent.

supports calls

QZ)CGAP sand SMS. 17




Deployment Model 4 — MicroATM — Description as of 2016

Launch: 2016, in partnership with RBL Bank Limited.

Setup Fee X10;000 Oxigen can enroll agents without location constrains,
USD 153.84 still in early deployment stage.
Setup fee: includes MicroATM terminal
Agents - Deployed 2885 & purchase, fingerprint reader, agent training
,,9 and branding. Also includes web and mobile
Agents - Active, . app access.
30 Days Services offered: Banking services exclusive
_ : to RBL, merchant payments, interoperable
Transactional 3193.746 ° cash-in-out (AEPS), debit card cash-back
value, agent USD 29807 “Cash@POS”, P2P Money Transfer. Biometric
monthly average ' validation, paper receipts.

Formality requirements: Level 2, must complete

e the KYC requirement (ID & Address Proof) and

MicroATM —— .

POS and - agent on-boarding form. Documents checked
attached oxigen and verified by bank.

biometric

device

e = Hardware: provided by ANM through setup fee,
L MicroATM POS terminal with fingerprint reader.

Internet connection paid for by agent.

Tooe Brod Booe

¢ 03 &= ‘Q'

(CGAP
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Deployment Model 5 - Banking Portal - Description as of 2016

Urban: 215,000
USD 230.76

Rural: 25,000

Setup Fee

USD 384.61
Agents -
Deployed 6100
Agents - Active,
30 Days 2440
s 2602,000
o USD 9261.53

monthly average

o Ty
1, fmmuth

Launch: 2010, in partnership with State Bank of
India (SBI). SBI requires approval of the location
of each new agent.

N

D

Setup fee: includes fingerprint reader
purchase, agent training and branding. Rural
fee is higher becasue of increased training
and setup costs.

Services  offered: Banking  services
exclusive to SBI, interoperable cash-in-out
(AEPS), P2P Money Transfer. Biometric
validation, paper receipts.

Formality requirements: Level 2, must
complete the KYC requirement (ID & Address
Proof) and agent on-boarding form.
Documents checked and verified by bank

Hardware: Web portal using agent’'s own PC,
printer and webcam, together with biometric
device provided by ANM. Internet connection paid
for by agent. 19



Deployment Model 6 - Corporate Retail Chain — Description as of 2016’_

DM'’s Access 65,000 Tie-ups with corporate retail chains are a part of
Points (estimate) strategy to expand the distribution network

DM’s
Transactional N/A
value, monthly

Services offered: Top-ups and recharge services,
bill payments, payments via wallet

O

Hardware: Oxigen’s Point of Sale device is used to
deliver the services

Oxigen have tied up with around 20 retalil
chains under this deployment model.

Each corporate retail chain tie up is negotiated
differently, and may have completely different terms
and conditions.

(CGAP 2




Deployment Model 7 - Consumer Wallet - Description

Total Active 174,000 m
Customer

Launch: In 2014. Oxigen’s first deployment model
which could be used by the customer directly.

Avg no. of
transaction/ 1.95
customer/ month

Wallet could be registered by the customer using
limited KYC and could be upgraded to full KYC

Avg value of 3050 wallet using Aadhaar e-KYC (India’s biometric
transaction/ identification) by visiting an Oxigen agent
(USD ~15) y 9 gen ag
customer/ month
Total no. of 290,000 - | |
transaction monthly Services offered: Top-ups, BillPayments, P2P
Money Transfer (Wallet to Wallet, Wallet to
Bank Account)
Wallet accessed ]
via customer’s Hardware: Customer access their wallet through
smartphone their smartphones

Wallet could be topped up using Cash at Oxigen
Retail Outlet, using bank account or reward points



https://uidai.gov.in/authentication/aadhaar-financial-inclusion/aadhaar-e-kyc.html

Deployment Model

Mobile Recharge
DTH Recharge
Bill Payments
Ticketing - Ralil, Airlines, Movie
Utilities Payments
Oxigen Money Transfer (
e-commerce

Cash In/Out
Merchant Payments
Cash at POS
Balance Enquiry
Account opening
Cash In / cash Out
ATM Withdrawal
Recurring Deposit

Wallet Topup

Basic POS | Web App | Micro ATM Blfg:(ti;g rgf;ﬁgﬁi COV'C/Z:‘IQ”
v v v v v v
v v v v v v
v v v v v v

v v
v v v v v
v v v v v
v
v v v
v
v
v v
v v
v v
v
v
v v v

v -Yes | v *-To start soon



http://www.npci.org.in/aboutimps.aspx
http://www.npci.org.in/AEPSOverview.aspx

Insights

and further research



Insights summary

« Oxigen’s tiering trough 7 different deployment models allows a
better match to local demand not only in terms of overall
transactional volume, but also in terms of use cases or
transaction types.

« Setup fees are a good indicator of the economic investment
required by each deployment model to acquire a new agent,
which range from USD 15 on the lighter side to USD 385 on
the heavier segment.

« Lighter DMs (with lower setup fees), are better suited to target
locations with shallow demand and therefore lower returns,
and comprise 94% of the agents and 77% of the transactions
volume of Oxigen’s network.

« On the contrary, broader transactional portfolios and services
require heavier DMs which are suitable for only a more limited
set locations but drive 23% of value.

(CGAP
L



Multiple DMs enable better match with local demand

Oxigen’s 7 DMs:

0

%
£ 8 5 S L
Q v = w ©

fo)

3= S D > E 2.
— O = T O 3
G)qq—a) L O 4+ '
o C o 'Sg
c D 2 N E 4
0 4 £ :
sh
O o 5

Mobile Agent
Web App
Basic POS
Micro ATM
Banking Portal

The Deployment Model trade-off:

See here for more details on this trade-off.

Lower cost DMs are better suited to be viable in weaker demand
areas, but the range of services they can offer is more limited.

@ CGAP
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http://www.cgap.org/blog/cashless-cashy-yin-yang-digital-delivery-peru

Cost bearing and liquidity management: homogenous policies

Oxigen’s DMs do not display significant differences across these dimensions

Oxigen’s philosophy across DMs is homogenous:
« Oxigen does not mandate minimal working capital for any DM

« It is agents through commissions’ revenue who should pay for
aII_ctapltaI and operational expenditures regarding the access
point.

« Okxigen’s role is limited to operation of the transactional
platform, agent acquisition and training, as well as aggregation
of financial service provider to add to the service portfolio.

. HIStOI‘Ica”)ﬁ has not engaged in liquidity management and requires
agents to ‘have funds available in their prepaid account in order to be
able to process transactions, offloading the burden of working capital
across all DMs.

 Nonetheless, Oxigen is now tpilotin(\% working capital loan facilitation
for agents, acting as a guarantor for those operations.

« Most of the agents manage their quuidi(t%/ themselves, travelinfg to
banks or other points of reEIenlshment. _nla/ a minor subset of the
lighter deployment models (1,2 and 3) has independent distributors or
super-agents who take part of the liquidity management and possibly
%ro_wdmg Intra-day credit, for a cut of the commissions paid by

xigen.

(CGAP
L



What we have not been able to grasp empirically in this study

And lines of inquiry for further research

1. Transactional Break-Even Point:

—  Defined as the volume or value of transactions needed in order to
reach break-even point, either from the perspective of the agent
and/or the ANM is a useful international comparison metric

— Given the available data we have not been able to calculate this for
the different DMs. Lighter models should have lower TBEP.

2.  Commission structure:

—  Are there variations across commission models across DMs
3. Financial requirements and limits:

—  Minimal working capital requirements across DMs

—  Maximum value for transactions across DMs
4.  Geographical footprint and rural reach:

—  How does the geographical footprint vary across DMs, which are
better suited to be viable in rural areas and why.

5. Operational indicators across DMs
—  Deeper insight into operation/variable costs
—  Transactional profiles, average transactions per type, etc.
— Agent uptime, replenishment cycles, working capital levels, etc.

(CGAP
L
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« Exchange Rate used is 1USD = 65 Indian Rupee (%)
« Commission Structure for MicroATM DM

» Biometric Transaction (CI/CO): 0.35% of value (R1.75t0X
transaction), now lowered to 0.175% with maximum of INR

5.25 per
5.25

Balance Enquiry: %1

Cash at POS: %5

Bill payments: different for different players
Satellite TV Recharge:1% of the amount

* Evolution of Basic POS DM:

(CGAP

2004 - Nurit 2085 Terminal,
2006 - Nurit 8350 Terminal

2010 - GPRS modem that could be attached externally to any of the above
POS machines to make them GPRS capable

2011- OxiCombo (Oxigen GPRS MODEM + Nurit 8350)

mid 2011 - OxiSmart POS (PC1000 software, inbuilt GPRS, battery back-up
and integrated printer)

2012 - OxiShaan, a Mini ATM, all the features of OxiSmart and extended
antennae on a long wire that could be taken outside for best connectivity. It
also had handset, therefore it could be used for calling purpose and also
supported SMS communication.

12013 - Integrated with NPCI and IMPS , converted our PoS devices into
Oxigen Money Transfer machines.



