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Foreword

project on Securities Data Management System of Nepal (SDMSN) started
from March 19, 2008 with the grant assistance of International Development
Agency (IDA) under the economic reform programme of Government
of Nepal. The major objectives of the project were to enhance the
supervisory capability of Securities Board of Nepal (SEBON), improve
disclosure practices, and assist operational activities in the area of securities
market. The project was completed on December 24, 2009 with important
outputs including, registration and development of two websites viz.
www.sebon.gov.np and www.sedfar.gov.np, development of Central
Securities Data Bank of Nepal (CSDBN), online reporting system for the
market participants, training on advance level data management system
to SEBON employees, internal networking, electronic attendance system
and continuous power supply in SEBON.

SEBON being an apex securities market regulator has tremendous
responsibility under Securities Related Act, 2007. SEBON has been
regulating and managing the activities of the securities market and persons
involved in securities business by regulating the issue, purchase, sale and
exchange of securities in order to develop capital market and protect
interest of investors. It is the age of globalisation, and Nepal being one
of the signatory to the WTO is gearing up for the opening of the
international service sector so as to bring it in line with the international
best practices as well as strengthen its institutional capacity. | believe
SDMSN has been one small step in this direction as it would bring about
transparency in the reporting of the corporate sector as well as other
securities businesspersons. In such situation, SEBON should be capacitated
by increasing the transparency, accountability and enhancing capital
market norms and value in line with regional practices. In doing so, it
provoked that the implementation of SDMSN is compulsory for regulatory
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functions of SEBON.

On behalf of SEBON, SDMSN Project organised a two day interaction programme on
establishment of securities data management system on November 14 and 15, 2009.
The presentation by eminent speakers and subsequent discussions in there on are
valuable for further development and enhancement of SDMSN. On behalf of SEBON
family, | would like to express my sincere gratitude to Honourable Finance Minister
Mr Surendra Pandey for being the chief guest of this programme and inaugurating of
SDMSN. | would also like to thank Prof. Dr Govinda Acharya, Dean of Faculty of
Management, Tribhuvan University, Mr Keshab Prasad Acharya, Chief Economic Advisor,
Mr Ramewhwor Prasad Khanal, Finance Secretary of Nepal, Mr Krishna Bahadur
Manandhar, Deputy Governor of Nepal Rastra Bank-the central bank, Prof. R D Singh,
Member of National planning Commission for their participation and expression of
their views and suggestions.

I would sincerely like to thank distinguished participants from the government, other
regulators, stock exchange, listed companies, stockbrokers, and other concerned
organisations. | would also like to thank economic journalists for their presence and
highlighting the objectives and benefits of the project in their respective papers.

Finally, | appreciate Mr Nabaraj Adhikari, Project Manager for successful completion
of project. And 1 would like to thank Mr Lok Raj Joshi, Officer of SEBON for his effort
in bringing out the present publication.

Dr Surbir Paudyal
Chairnam
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Abbreviation and
acronyms used

ADB Asian Development Bank

Asst. Assistant

BOD Board of Director

CA Chartered Account

CBS Central Bureau of Statistics

CDs Central Depositary System

CEO Chief Executive Officer

CRO Company Register Office

CSDBN  Central Securities Data Bank of Nepal
Dy Deputy

EASU  Economic Advisory Service Unit
EDGAR Electronic Data Gathering, Analysis and Retrieval
M General Manager

IB Insurance Board

ICAN Institute of Chartered Accounts of Nepal
IDA International Development Agency

IMF International Monetary Fund

IPO Initial Public Offering

IT Information and Technology

KVA Kilo Volt Ampere

LCD Liquid Crystal Display

MD Managing Director

MoF Ministry of Finance

MoU  Memorandum of Understanding
NCB National Competitive Bidding
NEPSE  Nepal Stock Exchange Ltd.
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NITC  National Information Technology Center

NPC National Planning Commission

NRB Nepal Rastra Bank

PhD Doctor of Philosophy

PIU Project Implement Unit

R & D Research and Development

SAARC South Asian Association for Regional Cooperation
SDMSN  Securities Data Management System of Nepal
SEBI Securities and Exchange Board of India

SEBON Securities Board of Nepal

SEDFAR System for Electronic Data Filing, Analysis and Retrieval
UPS Uninterrupted Power Supply

WB World Bank

WTO  World Trade Organisation

XBRL  Extensible Business Reporting Language

XML Extensible Mark-up Language
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Executive

summary

ecurities Data Management System of Nepal (SDMSN) project organised
two days interaction programme on Establishment of Securities Data
Management System of Nepal on December 14 and 15, 2009. This
programme was organised to mark the completion of the project and
inaugural of SDMSN. The first day interaction programme was with the
market participants and the second day was with government officials
and officials from other regulatory bodies.

First day programme had participation of General Manager of Nepal
Stock Exchange Ltd., president of investor’s association, first vice president
of development bank association, president of finance company association,
president of stockbrokers association, head of the listed companies or
their representatives, merchant bankers and stockbrokers. The programme
was chaired by Dr Shurbir Paudyal, Chairman of SEBON.

Second day of the programme was graced by Honourable Finance Minister
Mr Surendera Pandey as a chief guest, and other dignitaries present were
Prof. Dr Govinda Prasad Acharya, Dean of Faculty of Management,
Tribhuvan University, Keshab Prasad Acharya, Chief Economic Advisor,
Mr Rameshwor Khanal, Secretary of Ministry of Finance, Mr Krishna
Bahadur Manandhar, Deputy Governor of Nepal Rastra Bank, Mr Tank
Paneru, Chairperson of Nepal Stock Exchange Ltd. Besides, the various
other government officials and officials from other regulatory bodies and
economic journalists were also present in the programme. The programme
was also chaired by Dr Surbir Paudyal, Chairman of SEBON.

On both days Mr Nabaraj Adhikari, Deputy Director of SEBON and
Project Manager of SDMSN welcomed the guests and other participants
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and also presented the project overview. On
the second day, Honorable Finance Minister
Mr Surendra Pandey inaugurated the SDMSN.
During his inaugural speech Mr Pandey
highlighted the significance of SDMSN and
emphasised on its regular update. The inaugural
session was followed by technical presentation
of Mr Matrika Babu Pokhrel, technical
consultant of SDMSN and Mr Josheph Adhikari,
consultant of central securities data bank of
Nepal (CSDBN).

Mr Krishna Bahadur Manandhar stated that
SDMSN would help to manage the initial public
offering (IPO). Mr Tank Paneru stated that
SDMSN would help to automate the work of
SEBON. Prof Dr Govinda Prasad Acharya said
that SDMSN is relevant in the sense that
international service sectors are entering in
2010 in Nepal as per the provision of WTO,
in such scenario if the capital market is not
strengthened properly and efficiently operated,
it may have negative impact in overall
economy. So this kind of work initiated by
SEBON is perfect enough as it has adopted
holistic approach in its implementation and
employed national experts, which will have
long run positive effect in Nepalese capital
market. Prof Acharya also added that various
modules developed by the consultant will help
to develop the discloser practices of the capital
market.
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Floor discussion immediately followed upon
completion of the dignitaries’ speech and views.
From the floor various queries were raised on
its effective implementation and continuation
of SDMSN. And some valuable suggestions were
also presented from the floor.

Vote of thanks was delivered by Mr Deepak
Raj Kafle, former Chairman and training expert
of SEBON, and concluding remark was
delivered by Dr Surbir Paudyal, Chairman of
SEBON.
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Inauguration

speech

- Surendra Pandey*

irst of all, | would like to congratulate SEBON and its technical team for
the completion of the securities data management system project. Looking
into the current scenario of the capital market we can see that its size has
been increasing with the increase in the number of general public entering
in the primary and secondary market. This undoubtedly has thrown up
a challenge to the government and the regulator to make capital market
more efficient, transparent and investor friendly. This can only be done
by further strengthening the regulatory mechanisms and monitoring system
of SEBON. As we see it now, our market is still following the traditional
concept and views and hence the market has not grown with the
expectation of the investors. Besides, in the absence of reliable and timely
information of the corporate sector the participants of the market have
been facing lots of problem. | believe that after the implementation of
SDMSN the participants can take benefit and scope of the capital market
will be extended.

In our county this kind of systems are established under foreign grants,
but their continuation and regular update or upgrade remains unfulfilled.
| believe that in such system information needs a regular update so as to
make the system beneficial to the general investors and other users. So |
would kindly like to request the concerned authorities to make a permanent
mechanism in their institution for the regular update of information in
the system. Lastly, | suggest SEBON for the publicity campaign of the
securities data management system among the investors as well as other
stakeholders

*Mr Pandey is Honourable Finance Minister of
Government of Nepal
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Welcome speech
and project overview

- Nabaraj Adhikari*

cordially would like to welcome all distinguished guests and participants
in this programme. SDMSN started one and half year ago with the grant
assistance of International Development Agency (IDA) under the economic
reform programme of Government of Nepal. | was given the responsibility
to run the SDMSN as a trustee from SEBON, Ministry of Finance and
National Planning Commission.

Once again | welcome you all in this programme and taking your permission,
| like to present the overview of the SDMSN. The overview comprises
eight aspects. They are basic features of SDMSN, base line survey, project
outputs, major activities, project implementation methods, project deliveries,
expected project outcomes and impacts, and limitations.

At first, the basic features of SDMSN. The basic features are complete
package: proposal, competition, presentation, participation, installation,
improvement, and publicity. Accomplishment of total project programme
under the approved budget limit with the saving of NRs.9,00,000 (0.9
million). Use of local management and consultancy services- no technical
help was sought from international experts and neither observation visit
of the foreign countries were made for this purpose. Development of
essential foundation for on-line report submission, central securities data
bank, and automation of SEBON- internal networking with sufficient
internet facility, continuous power supply, electronic attendance system,
and operational SDMSN with sufficient use of information technology
equipments, development of scalable and sustainable SDMSN are the

*Mr Adhikari is Deputy Director of SEBON
and Project Manager of SDMSN
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features of the SDMSN. Before the start of any
new system we need research or survey. We
conducted a survey before the start of SDMSN.
The major findings of the survey are the
followings. There was absence of appropriate
and reliable Securities Data Management System
of Nepal and practice in SEBON. Due to this
reporting made by listed companies, securities
businesspersons and stock exchange were not
properly processed, recorded and analysed. There
was lack of effective and efficient internet,
networking and power backup facilities in SEBON.
There was absence of central securities data bank
in the country. Information disclosure practices
of listed companies, securities businesspersons
and stock exchange businesspersons and stock
exchange were poor and there was no system
creating pressure to disclose information timely.
There was absence of on-line reporting system
in the area of securities market. Absence of
mechanism to fetch up/extract secondary trading
data to SEBON for verifying doubtful secondary
transaction and also take action against frauds
and manipulation based on real time surveillance.
There was absence of networking between SEBON
and Nepal Rastra Bank, SEBON and Central
Bureau of Statistics. There was lack of adequate
knowledge and skill of the employees of SEBON
on advanced level data management system and
practice such as SPSS, Oracle 10g, MS Advanced
Excel and SQL Fundamentals, Web Designing
and Graphics.

SDMSN has various outputs. They are
development and registration of two websites:
and , SDMSN econ stat, SDMSN analytic.
Development of central securities data bank
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incorporating primary and secondary securities
market data, listed companies data (including
balance sheet, profit and loss account, cash flow,
key indicators, etc.), stockbroker data, key
macroeconomic indicators of Nepal since mid
July 1995, SAARC countries, emerging countries
and developed countries stock market data.
SDMSN developed basic infrastructure for online
reporting system in the area of securities market.
In SDMSN, we developed required skills and
abilities of the SEBON employees on advanced
level data management system and practice. And
last prepare format for manual networking
between SEBON and Nepal Rastra Bank, SEBON
and Central Bureau of Statistics, and SEBON and
Nepal Stock Exchange Ltd.

What activities we have done to bring the
aforementioned output or to run the project
during the project duration. The major activities
were review of existing data management
system and practice which covered developing
concept, design, and structure of securities data
management system. Preparing Terms of
References, Curriculum Vitae, Evaluation
Criteria, Justification, Request for Proposals
and Estimated Cost for procurement of
consultancy service. Preparing Standard Bidding
Documents, sealed bid documents and shopping
documents for procuring high cost and low
cost information technology equipments and
accessories respectively under the provisions
of Public Procurement Act, Regulation,
Economic Reform Operation Manual, and
World Bank Guidelines. Procuring and installing
necessary hardware and software on
competitive basis and develop networking for
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proposed system. Preparing and submitting
monthly, quarterly, annual implementation
report to EASU as per the provisions under
Operational Manual of Economic Reform
Programme. Developing format for establishing
manual networking between SEBON and Nepal
Rastra Bank, SEBON and Central Bureau of
Statistics, and SEBON and Nepal Stock Exchange
Ltd. Organisation of interaction programmes
and making publicity on newly developed
SDMSN.

To implement SDMSN, we adopted the
participatory approach. At first we form Project
Implementation Unit (PIU), Project Steering
Committee, Bid Evaluation Committee, and
Inspection Committee with the representation
of SEBON and other stakeholders including
MoF, NPC, NRB, NITC and NEPSE. Then,
signing Memorandum of Understanding (MoU)
between SDMSN Project implementation Unit
and Economic Advisory Services Unit (EASU)
for the establishment of Securities Data
Management System of Nepal amounting to
NRs.62,27,000 on March 19, 2008 and for
scale up of the system amounting to NRs.
49,23,000 on August 9, 2009. First phase of
the project completed on July 15, 2009. Then,
procurement of consultancy service with the
selection of individual consultant through the
use of evaluation criteria in evaluating
curriculum vitae of probable consultants and
contracting with the selected consultant for
system development and also system scaled
up under single source selection method with
the approved Terms of Reference and Budget.
Procurement of consultancy service by inviting
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expression of interest and standard request for
proposals for developing a central securities
data bank. Procurement of Information
Technology Equipments and Accessories under
the National Competitive Bidding (NCB) and
Sealed Bid with the approved Standard Bidding
Documents and budget. Installation of hardware
and software, cabling, and internal and external
networking. Electrification of UPS for power
back up through shopping method under
approved budget. Presentation to SEBON,
SDMSN Steering Committee, NPC, World Bank
Mission and other authorities regarding the
implementation status of the project.

The SDMSN has following deliverables. They
are procured information technology
equipments and software such as branded
desktop computers (20), laptops (2),
multimedia projector (1), printers (4),electronic
card attendance system, internal networking
with the installation of low cost hardware,
electrification of UPS System (40 KVA UPS)
with batteries, metal battery racks (6), server
(5), network attached storage (1), rack console
KVM switch with LCD Monitor (1), annual
maintenance service, windows server 2003,
RedHat Enterprise Linux ES-5.0, Fiber Optic
Broadband Internet Link of 1 Mbps, Visual
Studio Dot Net 2008 Professional (license),
Oracle 10g Standard Edition (User Licenses),
AVG anti-virus (User licenses), and Windows
XP Operating System OEM (User Licenses).
Provided one month training on advanced
level data management system and practice to
32 SEBON employees ,i.e., almost 100 percent
SEBON employees who are supposed to have
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such training including directors under the
consultancy service. Collection, process and entry
of capital market statistics of past 16 years and
development of central securities data bank
completed under the consultancy service.
Developed on-line report submission modules
such as IPO Module, prospectus module, issuer
database module, securities businesspersons
module, administrative database module,
financials module, and stock exchange module
using consultancy service. SDMSN scaled up with
the addition of SDMSN Web Service, SDMSN
Econ Stat, and SDMSN Analytics using consultancy
service under single source selection method.

The following are the outputs and impacts of
SDMSN. SDMSN developed the institutional
and regulatory capability of SEBON. SDMSN
developed the mechanism of information
disclosure practice and data management system
electronically in the area of securities market.
Competitive and efficient securities market
regulation and investors' confidence in the
securities markets increased. Established an
essential infrastructure required for increasing
domestic investment and foreign direct
investment in the area of Nepalese securities
market and balanced development of the
financial market in the country. Developed
necessary indigenous expertise required for the
establishment of Central Depository System of
Securities- (CDS). More workable plans, policy
and programmes for the securities market
development, and financial sector reform and
stability based on SDMSN inputs.

Securities Data Management
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SDMSN has also limitation. The limitations of
SDMS are following.

l.  Low level of cooperation from the stakeholders,
i.e., Nepal Stock Exchange Ltd. which led to
be failure on e-networking between SEBON
and NEPSE and thereby fetch up all secondary
trading data to SDMSN.

1. SDMSN is very new system in the country,
hence less opportunity to share with others,
learn from others, and difficult to convince
the authorities and get necessary support.

I1l. Lack of one point data management system
in other relevant agencies, i.e. Nepal Rastra
Bank and Central Bureau of Statistics which
led to be failure on e-networking between
SEBON and NRB, and SEBON and CBS
with the help of SDMSN Project.

IV. Lack of uniform financial reporting standards
and practices that led to be difficult to develop
financial module equally usable to all sectors.
It also led to be difficult to develop broad
based central securities data bank.

V. Scarcity of technical manpower in SEBON.

VL. Low level of support from the stakeholders due
to low level of awareness on the information
technology and role and significance of SDMSN
in the overall development of financial market
and its stability.

Finally, your comments and suggestions are
highly appreciable for the further development
of SDMSN.
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Technical

presentation

- Matrika Babu Pokhrel*

team conducted a small research on how to bring about efficiency in the
reporting mechanisms of the stakeholders of the capital market. Study of
the electronic reporting systems of various countries in the world found
that Securities and Exchange Commission of United States has been using
EDGAR (Electronic Data Gathering, Analysis, and Retrieval), SEC Philippines
has been using | Register, SEBI has been using two types of applications,
i.e., electronic data information filing and retrieval system and corporate
filing system, E services by Pakistan, and integrated platform by Sri Lanka.

I he project as | first saw it, had very limited scope. Hence our research

In current situation, technology is blue print for future growth. In this
age of globalisation one needs timely information in order to make wise
investment decision and this aspect needs correct data. Therefore, we
developed SEDFAR (System for Electronic Data Filing, Analysis, and
Retrieval) for SEBON

The essence of SDMSN are enhancing supervisory capability, promoting
public disclosure practice, encouraging self regulatory functions, developing
good governance practice, promoting qualitative service delivery,
transparency and implantation of accounting standards, assisting SEBON
with into operational activities with specific focus on effective market
surveillance, monitoring and supervision.

*Mr Pokhrel is technical consultant of
SDMSN
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Top Priorities of SDMSN were corporate data
filing and dissemination, efficient search and
retrieval system, efficient merchant banking
service, financial disclosure and review,
monitoring of real time trading, compliance
data base, regulation and acts archives,
prospectus filing and tracking, registration filing
and tracking, online access to public discloser
document. SDMSN constitutes basically four
modules. They are public view module, client
based window application (market participants
module), internal management information
system, and SDMSN system administration
module.

In public view module, the information
produced through market, market participants,
and as whole SEBON information can be
disseminated to the world at large timely. Public
view module contains introduction of SEBON
which includes introduction, board of directors,
management team, and organisation structure
is presented in ‘About Us’ section, legal archives
using the SEBON website one can search and
retrieve the laws and regulations. Stakeholders
are also invited to participate to online
discussion of the draft regulation which helps
SEBON in bringing out ideal rules and
regulations in the market. Market information
includes the primary as well as secondary
market information which carries immense
value in the market. In this context, company
granted for public issue from SEBON,

company registered for public issue, upcoming
issue are prime concern. Information of
secondary market such as index data, market
capitalisation, turnover, numbers of traded
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shares, etc. presented to public domain by
using trading data source of domestic stock
exchange. Publication includes press releases,
speech, annual reports, quarterly review,
newsletters, bulletins, working papers etc.
Grievance handling includes that investors can
puttheir complaints through online from using
SEBON website. Investors can lodge different
categories of grievances regarding allotment
and refund order, non-receipt of dividend,
fraud of brokers, clearing and settlement issues,
corporate governance issues, market
information issues and more. Surveillance and
Enforcements includes SDMSN caters to market
surveillance solution at SEBON for online
monitoring of the market activities basically
the real time monitoring of trading floor at
stock exchange. In this regard, system
automatically traces the real time trading, so
as to find the malpractices. Others include the
information bank where all information
regarding the capital market of Nepal is easily
assessable. Important national links to NRB,
IB, CRO, NPC, ICAN and international link of
international capital regulatory bodies, contact
information is also available.

In market participants’ module, market
participants (i.e. registered public companies,
stock exchange, issue managers, stockbrokers,
dealers, investment advisors, and portfolio
managers) are the prime users who are
responsible to submit the requested documents,
and conditional requirements ordered by
SEBON and maintain their corporate filing.
And they can submit annual reports and other
documents from this module. Market
participants module is client based software
that can be downloaded from the SEBON web
link, but this is only provided to public
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companies registered with SEBON. Market
participant module includes filing management,
profile management, search filings, search
profiles, financial reporting, corporate filing,
and conditional reporting.

The internal management information system
in SEBON can be beneficial to strengthen the
capacity of internal operation of SEBON. In
this module employee of SEBON interact with
each other. The use of paper and messenger
movement from desk to desk can be minimized.
In this, the employee of SEBON can view,
analyze and verify the department specific
data. It includes strong document containing
management system, regulatory archives,
department information and operation,
employee database, event management
calendar, pre-issue and post issue surveillance
and alert system, registrant data base, internal
discuss forum, circulars, news, notice, photo
gallery, email management (employee specific,
department specific).

SDMSN system administration module, the
core controller of the entire application is
utilized as a system administration module with
adequate facility of feed, update, delete,
dissemination, and password management.

To promote the online view of SDMSN two
websites have been registered. They are and
The former, solely being used for dissemination
of public information whereas later has been
intended to promote the corporate governance
through timely disclosure of the information
from the market participants. Market
participants can interact through different client
terminal. The user can interact through the

|6 December, 2009

client application system of SEDFAR. The data
entered in client application is converted into
XML and with the help of the World Wide
Web, the entered data is sent into the main
central server, after the fibre interaction the
application server again interpret the data,
which data automatically changes in to data
base format. There are two types of worldwide
acceptable business data travel formats, they
are XBRL and XML. XML is using the all over
the world, and in SEDFAR we also use XML.

Now, | want to show some of the highlights.
As honourable finance minister already said
the information and technology should be
updated so the concern authorities should
emphasize on the continuation and regular up
to date. Yes, development of system is not big
part, 1 have made this SDMSN system but
SEBON should implement this by making new
rules and regulation. There is developing new
generation, i.e., World Wide Web or cyber in
this context SDMSN should be duly
implemented. And in the context of WTO,
translation of regulation and content is
necessary. Sharing of data through World Wide
Web services, the application in capital market
sector CDS and SDMSN should interoperable.

Helicopter view: we have to make efficient
market. To make efficient market needs
infrastructure like supervisory authorities,
Central bank, Stock Exchange, clearing house,
rating agencies, CDS. However, clearing house,
rating agencies and CDS is not established in
our country. They are necessary infrastructure
to guide capital market efficiently. If we have
all this infrastructures then helicopter of our
capital market is less prone to be crashed.
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Limitations of SDMSN

) Frequent changes in legal

provision: dot has huge meaning
in making application. But during
my working period there were

L] frequent change in rules and

regulation, so | had to bear so

many hassles.

® Lack of coordination between

the regulatory authorities.

° Lack of uniformity in reporting
standard formats to SEBON and

other regulatory authorities.
Py Resistance to change.
) Cyber law is not enacted.
Recommendations

o All the application of capital

market should interoperable. That
is to say the application of CDS,
SDMSN and other applications

related to capital market should

interoperable.

° To upgrade and maintenance of
SDMSN, SEBON needs resources
therefore | recommend SEBON
should collect revenue through
annual charge from participant

to govern SDMSN.
° Manage to change resistance.

To govern this project physical law is not
sufficient so we need cyber law

l
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- Josheph Adhikari*

feel greatly honoured and privileged this
morning to present ongoing status of
securities data management system. Most
of the modules have already been described
by project manager, Mr Nabaraj Adhikari
and consultant Mr Matrika before. 1 just
want to focus on the Central Securities
Data Bank of Nepal (CSDBN). One of the
most important parts of the SDMSN is to
establish and develop computerized and
operational Central Securities Data Bank
of Nepalese capital market statistics. The
project aims at integrating the capital market
statistics through collection, processing and
entry of historical statistic during the period
from mid July 1993 to mid July 2008. And
most of modules developed in central
securities data bank are for SDMSN
application.

As we know information is powerful for
making informed decision in investing
capital market. We all are deprived of
getting factual fundamental data from the
market these days. Well structured capital
market is fair with timely and reliable
information. Accurate information is like
blood of securities market, and big part of
SEBON is to safeguard the market blood
supply i.e. data information. So in this

*Mr Adhikari is consultant
of CSDBN
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regards job of SEBON is to make sure investors
get timely and true information. This can be
ensured by appropriate enforcement of laws
against those companies not complying.
Another major objective of SDMSN is through
empowering corporate technology that can
regulate the capital market and that can make
our market more vibrant and transparent. So
as we know SEBON holds all the listed
companies data, and market participant
including stockbroker. To enhance surveillance
function and promote governance practice
SEBON needs huge volume of capital market
information. To analyze the capital market
trend SEBON needs huge volume of capital
market data in this aspect the CSDBN is very
important.

CSDBN contains IPO statistics, secondary market
trading statistics, all listed companies statistics,
securities business person statistics, merchant
banker statistics, corporate action, key capital
market indicators of SAARC and other
developed and developing countries statistics.

We also collected key macroeconomic
indicators of Nepal. That helps to know the
relationship between stock market and
economic growth in Nepal.

IPO statistics contains issue manager of issuing
company, issue quantity, issue amount,
premium, securities registration date, prospectus
approval date, announcement date, announced
media and date, issue open date, issue close
date, total issue days, total issue managers,
total collection centre, total applicants, valid
applicants, invalid applicants, applied number
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of shares, total amount collected, subscription,
NRB deposit date, NRB deposit days, NRB
deposit amount, allotment date, number of
allottee, allotment result date, withdrawal start
date, certificate distribution date, listing date,
listing price and many more.

Similarly secondary market trading statistics
contains number of public issue, amount of
public issue, number of listed companies, paid-
up valued of listed companies, number of listed
securities, turnover, number of traded
companies, number of traded share, number
of transaction, market capitalisation, percent
of turnover on of market capitalization, percent
of market capitalisation on nominal GDP at
current price, NEPSE index (points).

Listed companies statistics includes company
profile, financial statements including balance
sheet, profit and loss account, cash flow
statements, and financial key indicators. It also
includes board of director, promoter,
management, different corporate action of all
listed companies.

Similarly, profile information of stock exchange,
annual report, book closer of other listed
companies, news notice and press release,
exchange supervision information and trading
information. Similarly our data base incorporate
the broker related information which include
the periodical reporting to NEPSE and SEBON,
trade and order execution report, client related
information, human resource different securities
businessperson, and enforcement action.
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The main sources of data are SEBON, Nepal
Rastra Bank- the central bank, Insurance Board,
Company Registrar Office. We have also
collected data from market participants like
NEPSE, listed companies, merchant banker,
securities businessperson and brokers, various
media and different publications.

There is no uniform accounting practice of
nonfinancial companies. Corporate governance
is also very weak in Nepal this is also one of
the major challenges.
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And | hope the successful implementation of
the central securities data bank will benefit all
the stakeholder of the capital market. So with
this remarks, | wish to thank all for your
attention. | hope you will give more suggestions
and feedback to improve the system.
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Speech
delivered by guests

- Govinda Prasad Acharya*

l t is a matter of great pleasure for me to be here, and to share some of

my views concerning to this very pertinent issue that has been raised in
this floor. Now, frankly speaking, going through the energetic presentation
of three gentleman here, the Deputy Director of SEBON then the two
consultants, | feel myself that | am really fortunate enough to understand
a lot of things about data management system concerning securities
market in Nepal. It is very relevant in the sense that this it is the age of
the globalisation, as provision of WTO the service sector is entering Nepal
by 2010, if the capital market of Nepal is not strengthened properly,
efficiently operated then in a situation like that it may also have negative
impact on the overall performance of the economy. So this kind of work
initiated by SEBON is very much timely and perfect enough. So | would
like to congratulate SEBON first, and after | would like to congratulate
project manager and also consultants for their tireless effort in bringing
out different financial modules that will really be assets in the days ahead
in our country.

Now going through the presentation, | realised that this project is really
useful, in the sense that since SEBON is a regulatory body, first and
foremost thing is unless and until this institution is not enhanced enough,
not competent enough, then thinking of developing capital market in
the country will only be a wishful thinking. So one of the major point
that has been targeted by this project is increase the institutional and

* Dr Acharya is Professor and Dean of Faculty of
Management, Tribhuvan University
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regulatory capabilities of SEBON which is very
good objective that has been rightly envisaged,
and | believe consultants have gone
meticulously in very in depth manner on
different aspect of the capital market situation
of the country and also of the abroad. They
have pointed certain things prescribed in the
module that will definitely help to this thing
the institutional capabilities development of
the SEBON which is very good thing and aspect
covered by this project | really thank all of
them. The second important thing in the context
of capital market in our country is lack of
information of facts and figures. If information
available it is not really transparent, not really
correct and also not really complete. If there
is information which is not complete, if there
is information, which is not correct then using
such information and getting involved in
investment become very challenging task. So
SDMSN is addressing this issue properly.

The interest of the investors may be the
institutional or individuals investors so it is
focusing on information discloser practices
what is at preset in our country and what
ought to be. That has been very nicely
presented here in during the presentation
session. So this is very good point that has
initiated here. And another one is which also
pointed out during the course of deliberation.
We are not legally sound enough and prefect
enough to regulate the capital market in the
country. There are not required types of acts.
Mr Matrika Babu has said we are in globalise
world so we need more cyber law rather than
physical law, which is also lacking in our country.
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And similarly besides all this things, in order to
make the market really vibrant, to make market
really reliable enough, and to run efficiently
and to contribute for the overall economic
scenario of the country there has to have essential
infrastructure. So how to make the financial
market really balanced? Through the
instrumentality of essential infrastructure,
identification and development of infrastructure
that has also been very nicely pointed out by
the study team and this also is another plus
point | realised here.

Finally last but not least, the consultants, they
have very nicely said that we have already
entered in the globalise world. Now we also
need to capacitate ourselves, in order to combat
with the challenges of the globalise world we
need to develop our own expertise as well.
So this project has hired, attempted to promote
and enhance the national expertise which is
also another very important thing of this project.

On the whole, | feel that, this project is good
initiation as it has a holistic approach. It has
covered training, analysis, data collection, data
management, as well as dissimilation of different
kind of information which are useful to all
investors, people and institution who are
interested to get involved and be a participant
of the financial market of Nepal.
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- Tank Paneru*

irst of all, | would like to thank SEBON for
providing me an opportunity to express
my views in this programme. | am very
glad to know that SEBON the apex
regulator of the capital market in Nepal
has developed and implemented the
securities data management system, which
would help to automate SEBON and help
in its role of regulating the market in an
effective and efficient manner. It would
have been really a daunting task to ensure
smooth operation without implementing
IT technology in this modern era. We have
seen big increase in the number of
companies trading and number of investors
since last decade. To comply with increase
number and satisfy the stakeholders this
automation would be really fruitful for
SEBON and other market participants.
Further the establishment of Central
Securities Data Bank of Nepal (CSDBN)
will help the interested parties to get all
the required data regarding the capital
market from one place.

After the automation of NEPSE (that is in
the semi automation stage), NEPSE
developed a mechanism that would help
SEBON for effective surveillance of the
market in one go. For this NEPSE developed

*Mr Paneru is Chairman of Nepal
Stock Exchange Ltd.
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a module through which SEBON had access
to the entire NEPSE trading system: view
real time trading, the broker’s orders, and
get report real time in different formats.
Moreover, could also suspend and resume
the entire market. Currently, we feel that
the system developed for SEBON is well
sufficient to provide enough data for real
time and off time surveillance. Even further,
we are in the process to meet the latest
requirement by developing some module
to facilitate SEBON for the surveillance
requirement under SDMSN. We are also
in the stage of development of the small
software module so that existing NEPSE
system can be customised to provide the
excess to the general investors regarding
the market depth. So that the general
investors can access what are the selling
offers? What are the buying offers? At what
price? And investors will be in the position
to take informed and analytic decision after
getting access into the market depth. So
NEPSE is currently developing that software
for general investors to give direct exchange
access in market depth.

Once again | would like to thank SEBON
for providing me with this opportunity
and would like to wish for grand success
of the SDMSN.
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- Shankar Man Singh*

irst of all | would like to thank SEBON for
providing me this opportunity. As we know
that capital market is considered the
economic barometer of the country. It is
daunting task to ensure

smooth functioning of the capital market.
We have seen tremendous development
in capital market in last decades and further
challenges ahead with us. In this
environment | am glad to know that
SEBON, the apex regulator of capital market
develop SDMSN that would help the
market to cope with the challenges and
further challenges ahead with us. Also the
establishment of Central Securities Data
Bank of Nepal (CSDBN) will help the
interested parties to get all required data
regarding the capital market from one place
and further online access of the system will
add benefit to the researcher, analysts etc.
from overseas and all part of Nepal to find
the relevant data from the centralised
system. When NEPSE was automated we
felt necessities of the regulator for the
effective surveillance of the market and
developed surveillance module for SEBON
through which our regulator can watch

* Mr Singh is General Manager of Nepal
Stock Exchange Ltd.
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over all performance of the market. We
are providing each and every data related
to stock market through module developed
for SEBON.

NEPSE has been assisting SEBON on this
project since its inception. Furthermore,
NEPSE will be very glad in further assisting
SEBON and we are working in providing
direct data fetch to SDMSN system, which
will help SEBON to enhance SDMSN. |
hope that the automation of SEBON is
very forward looking development of the
capital market. This will help the creating
the transparency in the capital market.
Finally, 1 would like to thank the participants
and wish grant success of SDMSN.
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- Krishna Bahadur Manandhar*

s we know, the capital market of Nepal
is driven by the banks and financial
institutions. The attraction of investors is
increasing rapidly in capital market now
a day, especially, in the bank and financial
sector’s IPO. This obviously help to
develop the banking system and capital
market too. However, there are various
hindrances for applying IPO. To solve
this problem the ‘investor identification
number’ is the better solution. For this
Nepal Rastra Bank is ready to cooperate
to distribute the investor identification
number by using banking and financial
network. To start the

investor’s identification SEBON has to
take the initiation. This will reduce the
paper work and unnecessary works.
Investor’s identification number includes
the overall information of investor like
name, father’s name, grandfather’s
name, citizenship number, bank account
number, photo etc. Once the investors
have filled up the form in detail then
s/he gets the number that is investor’s
identification number. Then s/he need
not to required fill up long form
frequently when they are applying for
IPO. 1 think SDMSN will help to resolve
this problem.

*Mr Manandhar is Deputy
Governor of Nepal
Rastra Bank
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- Ramshant Shrestha*

t first 1 would like to congratulate SEBON
for attempting to be the strong regulatory
body of the capital market. And | would
also like to congratulate and Mr Nabaraj
Adhikari, Project Manager of SDMSN;
consultants Mr Matrika Babu Pokhrel and
Mr Josheph Adhikari for their meticulous
efforts in data management system.

Up to now no one has right data about
any public limited company. SDMSN
initiated the securities data management
system, which will make the capital market
more reliable. If capital market becomes
more reliable the investments on money
market can also be attracted into capital
market. Bank deposited money can be
mobilised in productive sector through
the capital market. The economic
development of nation is not possible
without development of capital market,
and we can’t establish the big industries
and infrastructure without capital market.
Capital market collects long term fund
and money market collects short term
funds. The capital market is market which
enhances the productive sector. So at first
we have to make capital market more
reliable. And we attract more investors in
capital market. Now a day, investment
on real sector and gold is increasing. In
this situation if we make the capital market

*Mr Shrestha is president of Finance
Company Association
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of Nepal more reliable, the investment on real
sector and gold can be attracted to capital market.
The implementation of SDMSN actually makes
the Nepalese capital market more reliable.

So we all the stakeholders should help to manage
and implementation of the SDMSN. We should
closely monitor whether SDMSN is implemented
or not. Central Depository System (CDS) which
is also most important for the development of
the capital market. So | request to chairman of
SEBON, SDMSN and CDS should be duly
implemented. | believe that both SDMSN and
CDS are helpful to strengthen the capital market
of Nepal. Capital market is more sensitive than
money market. So, SEBON should be strong,
SEBON has to improve its supervisory capabilities.
After 2010 capital market will be opened for
foreign investors. Therefore, | strongly emphasise
on effective implementation of SDMSN as well
as CDS.

- Sunanda Bahadur Shrestha™

s from the side of invertors, we have
been facing the problem of the
information or notice. SEBON initiated
the data management system, which
is highly appreciable. | believe SEBON
will continue the data management
system. This will help all the investors.
As we know that SEBON is the
regulator, from this work of SEBON |
realise that SEBON is also facilitator.
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When any IPO opens, 1.0 million to 1.5
million investors fill up the forms. However,
the trading in stock exchange is very nominal.
We have no authentic data about investors.
So research on this should be started and
data should be included in SDMSN.

- Nanda Kishor Mundada**

nvestors have been facing the problem of
market data. Especially the historical data is
not available. | believe SDMSN wiill reduce the
problem of market data. If all the regulatory
authority like Ministry of Finance, SEBON,
Nepal Rastra Bank, Insurance Board, Company
Register Office, and NEPSE, stockbrokers,
investors uses the data from single source, the
policy toward the capital market will become
uniform. If investors and stakeholder can easily
get data from Central Securities Data Bank of
Nepal (CSDBN) that will help to analyse the
market, this will make the market more
transparent.

Now a day, stockbrokers are spending more
time in petty manual work rather than in
trading. They are spending 75 percent time
in manual work, hardly utilizing 25 percent
time in trading. | believe that after the
implementation of SDMSN paper work will
become zero and we will do e-reporting in
near future. And online reporting saves the
time and become helpful for the stockbrokers.

At last, | would like to thank SEBON for
inviting to give our suggestions. 1 wish the
grand success of SDMSN.

*Mr Shrestha is President of Investor Forum

* *Mr Mundada is President of Stockbrokers Association
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Floor discussion

ifferent views and queries were raised on SDMSN by the most of the
participants in the programme. The participants have also given suggestions
for further development of the SDMSN.

Dr Dilli Aryal, Ministry of Finance Government of Nepal

I am not clear why SEBON needs two websites? | have seen huge data
retrieved from single website. Please make it clear.

Response from Mr Nabaraj Adhikari

Yes, SEBON registered two website namely www.sebon.gov.np and
www.sedfar.gov.np Former contains the general information of SEBON.
And latter contains more sophisticated information related to on line corporate
filing. So we are going to use both websites. Further, more information our
consultant will make clear about the necessities of two websites.

Response from Mr Josheph Adhikari

The existing website of SEBON is in .com domain, .com domain has been
using for commercial purposes. But SEBON is a regulatory body established
by Government of Nepal to regulate capital market of Nepal. So, we
recommended the website of SEBON should be in .gov format. Actually,
SDMSN is electronic filing system through which market participants will
send the data or information electronically, so it has different servers.
Therefore we have recommended two websites.

Dr Gopal Prasad Bhatta, Deputy Director,
Nepal Rastra Bank

First of all, | would like to appreciate SEBON for developing securities
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data management system. Especially, when |
encounter as a teacher in college in last week,
| have sent my students to collect some data
of return profile of Nepalese companies for
last ten years. To compute interim rate of return
of last ten year. They apologise to me that
they could not get data for last ten years. From
that | feel we need proper data base, not only
from experience of my student while |
completed my PhD in ‘stock market efficiency
in Nepal’ a lot of data problem and a lot of
queries had to make to generate data regarding
dividend announcements. The collection of
dividend announcement data had been very
problematic to me. | am in NRB so it was
easy to me of access to the bank and financial
company’s data that was my person efforts.
Now | have seen SDMSN include all kind of
data which will be very beneficial for all
researchers, investors, and all the stakeholders.
SDMSN certainly make benefit to all regulatory
body like Nepal Rastra Bank. Efficient market
hypothesis clearly states that we need strengthen
data and complete full information regarding
price sensitive information that should be
disseminated to all the stakeholders. SDMSN
will be contained entire information timely
and reliably and participants could get benefit
and would make rational decision regarding
the capital market. This project will certainly
help the regulatory body NRB for making
quick decision regarding the capital market.

IMF mission to Nepal asked Research
Department of NRB weather you have
mechanism of assessing the capital market,
dividends, and they also suggested us that NRB
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should have clear idea about capital market
and their assessment. With this | realised NRB
should also interact with capital market not
only money market. So we also start the
management of all this things. This system
which SEBON develop also will help central
banker to get entire information regarding the
corporate sector. Further, | have heard that
derivative market are regulated and supervised
by SEBON. 1| also think that this data
management system will sufficient to manage
data of derivative market as well. This will
help to enhance the derivative market of Nepal.

Thank you very much for providing me an
opportunity to make some suggestions and
comments over the data management system.
Thank you SEBON and Mr Adhikari.

Response from Mr Nabaraj Adhikari

Yes, you are right. Stock market data is not
only the concern of stock market regulator and
it is equally useful to the money market
regulator, the central bank. So we are making
SDMSN system more compatible, scalable and
useful to all the stakeholders. After all the scope
of SDMSN is not limited with the data
management, it also has scope of external
networking, with different agencies including
central bank.

Hari Krishna Shrestha, General
Manager, Kathmandu Finance Ltd.

There are various national experts however
they are not exposed. SDMSN hired national
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expert it is highly appreciable. Now days, only
few companies are publishing their financial
reports in the newspaper. Public have been
facing the problem of capital market data. It
is good news for the investors to obtain updated
data of the capital market including balance
sheet, profit and loss account of all listed
companies as well as primary market data from
one place. Our capital market is bank
dominated in such situation we need to compel
to involve the real sector in the capital market.
For development of capital market not only
the data information of financial institution
but we have to include the real sector. The
number of stockbroker is not sufficient. Small
investors are not easily obtaining the
stockbroker service. For the development of
the capital market foreign investors play
significant role. So at first Nepalese capital
market should be opened for NRN also. Nepal
Rastra Bank, SEBON, NEPSE and company
register office all are the authorities. However
there is lack of coordination. In such situation
it is very difficult to work the companies and
stockbrokers. So the policy of all these
regulatory authorities should be uniform.

Purna Man Singh, Stockbroker

| am going to raise some more things which
are not raised in this floor. The investors are
facing the problem of data. They can’t get
market data easily. The number of banks and
financial institution is increasing rapidly, similarly
the number of listed companies in NEPSE is
also increasing but the investors do not know
who the board of directors are? Who are in
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management team? What is the authorised
capital, issued capital, paid up capital? Of many
company they are going to investing or they
have invested. Similarly, investors do not know
corporate action data, company listing
information, and many more related to
corporate sector. If we get the data, that is also
in the time of annual general meeting only.
Overall we can’t get corporate data easily. In
such situation it is not possible to ask all the
companies. Not only the investors but also the
stockbrokers are also facing the problem of
data. In such situation how the stockbrokers
guide the investors.

Response from the Mr Nabaraj
Adhikari

The problem of data like authorised capital,
issued capital, paid up capital, corporate actions,
board of director, management team of the
companies which you raise are included in the
central securities data bank developed under
SDMSN.

Parmeshwor Bhakta Malls,
Stockbroker, Malla and Malla
Stockbrokering Co. Ltd.

I think SDMSN is e-filing system. Before
implementation of SDMSN, listed companies
are submitting their report manually. The
concept of the SDMSN is market participants
have to submit the report electronically. How
you ensure the companies submit the report
timely after the implementation of SDMSN?
And | would like to suggest if SDMSN has the



|6 December, 2009

system to interact with the other companies
system, then SEBON can easily extract the
required data from the companies.

Response from Mr Nabaraj Adhikari

Definitely, we are going to e-filing. We believe
that if we provide the facility to the listed
companies, stockbrokers it will make easy to
them to submit their report timely. Therefore,
we believe that we can achieve the envisaged
goal of SDMSN.

Mr Navraj Pokhrel, Stockbroker

| think the two new websites are added in
existing website of SEBON. As we know most
often websites are not updated. SDMSN has
hired individual consultant. If the individual
consultants leave the work, whether the website
remains to be updated? Therefore the SEBON
should make own technical team or SEBON
should hire institutional consultant. And last, are
you only collecting the data or analysing also?

Response from Mr Matrika Babu
Pokhrel

You have raised the genuine issue of
continuation. Yes, IT project needs maintenance
and up gradation. As | am citizen of the nation
of Nepal, | have a responsibility. | feel that
there is not only matter of loss and profit but
there is sentiment added also. Besides, on the
contract paper there is clearly mentioned that
1 will provide the technology transfer service
if we became unable to support the system
that is to say If | am unable to support the
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system or unable to continue the system then
| am ready to provide the source code, binary,
all things to SEBON. So there is no hamper in
SDMSN from my side.

Lilanath Bhattrai, Hydropower Sector

Hydro power is project specific. So we have
to make different data base for hydropower
sector. For the hydro power sector construction
history, background, developing cost is
important information for investors. So it
should be included in the database.

Response from Mr Nabaraj Adhikari

There is no uniform accounting practice of non
financial sector. Therefore, before implementing
the project we have invited all non financial
sectors company including the hydropower to
discuss on the financial reporting system to
SEBON. Finally we developed the reporting
format by including non financial sector
company and by using own house experts. If
in any case, construction history, background,
developing cost is not included in SDMSN
database then we will try to include in the
data base of SDMSN.

Jhapat Bahadur Bohara, President,
Development Bank Association

We have seen that there is lack of coordination
between regulatory bodies like SEBON, Nepal
Rastra Bank (NRB), and Company Register
Office. It make difficult to us and adversely
affects the total capital market as well as whole
economy. And another is you including the
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IPO data or not? Secondary market data are
available in the market but the data related to
IPO (i.e. information of promoters, board of
director and like other) should be published
or put in the website before announcement of
IPO, if possible. The company which follows
rules and regulations of SEBON and Nepal
Stock Exchange Ltd. should be rewarded. These
kinds of activities enthuses the Nepalese
corporate sector to follow the compliance
related provision.

Response from Mr Nabaraj Adhikari

We have put all the primary market data in
central securities data bank. In SDMSN system
we have focused on primary market by
developing IPO module, prospectus module,
and issuer database module. These modules
definitely help to put primary market data in
central securities data bank.

L
Vote of thanks

- Deepak Raj Kafle*

fter the presentation and deliberation
we all know that SDMSN is new
initiative. Few years before under the

*Mr Kafle is training expert and
former chairman of SEBON
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assistance of ADB there was corporate and
financing governance project. In this project
development of information system of SEBON
was also included. In that time Nepal Stock
Exchange Ltd. had ‘open-cry-out’ system. We
think that the automation of NEPSE is more
important than information system of SEBON.
Finally, NEPSE was ‘automated’ and currently
it is in operation. In this context SEBON is
implementing SDMSN. It should be the national
priorities. If SDMSN implemented then investors,
listed companies, stockbrokers, regulator and
all parties can be benefited. All the commercial
bank, development bank and finance company
are emphasising on implementation of SDMSN.
If the information of corporate action, price
sensitive information, balance sheet, profit and
loss account and like other information is easily
available, and if the investors have access then
market will become efficient and transparent.
The investors can get information from any
part of the Nepal and world. But to implement
the SDMSN it is necessary to improve the in
laws and regulation.

Lastly once again | would like thank you for
providing me an opportunity and wish grant
success of SDMSN.
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Concluding
remarks

- Surbir Paudyal*

onourable Finance Minister inaugurated SDMSN in the morning, and
SDMSN has come into implementation. After this implementation, SEBON
will be fully automated and will provide quick and quality service to the
market participants. Besides, with SDMSN surveillance and monitoring
capability of SEBON will be more effective and it will gain momentum.
Discloser practices as well as corporate governance of the market participants
will be improved. | believe on line reporting system will encourage listed
companies, stockbrokers and other market participants to submit their
reports on time. Ultimately, this will help to improve and develop our
capital market.

One of the major problems in the market has been lack of accurate data.
SDMSN has developed the Central Securities Data Bank of Nepal (CSDBN)
- it is most important part of SDMSN. It comprises the capital market
statistics since mid July 1994, key macroeconomic indicators of Nepal,
as well as international capital market data. | believe that investors,
stakeholders and researchers can benefit from CSDBN. It will also help
the policy makers. In foreign countries they invest huge amount in research
and development (R&D) but this type of work has not been initiated in
Nepal. For the development of capital market R&D play significant role.
Therefore CSDBN will broaden the scope of R&D by providing necessary
data and information.

In the context of globalisation, it is necessary all other regulatory authorities

*Dr Paudyal is Chairman of SEBON
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including Ministry of Finance, Nepal Rastra
Bank (NRB), Central Bureau of Statistics (CBS),
Insurance Board (IB), NEPSE, and market
participants to have compatible system with
SDMSN of SEBON. Only then they can be
brought together through e-networking. This
will provide huge information, which
undoubtedly will help the investors and other
stakeholders. The government should urge and
facilitate to all these institutions to make a data
bank and combine it through e-networking.

Definitely, |1 can assure you that one day in
near future SEBON will became paperless office
that will lead to e-governance. To do all this
we need government as well as market
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participants’ support otherwise SDMSN cannot
go ahead. For effective functioning of SDMSN,
we have started to make the technical group
in SEBON. At last | would like to thank all for
active participation and providing suggestions
and comments in this programme.






