
f N· f.-( t5 ~ Cfy~
C{tslt1-&

Review of Organizational Development for
the National Securities Depository Limited

Financial Institutions Reform and
Expansion (FIRE) Project

March 1997

Fiftancial Institutions Reform and Expansion (FIRE) Project
US Agency for International Development (USAID/lndia)
Contract #386-0531-C-00-5010-00
Project #386-0531-3-30069

Price Waterhouse LLP
1616 North Fort Myer Drive
Arlington, VA 22209
Tel. (703) 741-1000
Fax (703) 741-1616



Financial Institutions Reforms
and Expansion (FIRE) Project

Price Waterhouse LLP

March 1, 1997

Mr. C. B. Bhave
Managing Director,
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Senapati Bapat Mari
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Dear Mr. Bhave,

128. T. V Industrial Estate
Worli. Mumbai 400 025

Telephone: 4946630, 4963599
Fax: (91 22) 4963555

•

Re: Review of Organizational Development for the National Securities
Depository Limited (NSDL)

At your request and as a part of our contract with the USAID, Ms. Susan Hertel,
Former Vice President with the Midwest Clearing Corporation! Midwest Securities
Trust Company of the US and a consultant to Price Waterhouse Capital Markets,
has completed the next part of our activity towards assisting the NSDL ..
organizational setup.

Purpose of Activity

The purpose of this activity was to determine training needs ofNSDL based on the
development of the depository organization and as recommended in the past to
NSDL. NSDL senior management had agreed in November, 1996 that the training
needs of the new organization should be addressed by Price Waterhouse.

The focus in the initial development of the organization by NSDL has been those
departments that are critical during the implementation and early stages of the
depository processing. The purpose of this review was to establish at what stage
NSDL is in their organizational evolution, and to determine in what areas Price
Waterhouse can provide further assistance.

Approach to Work

a Background

Based on the Organizational Structure Plan (the Plan) submitted by Price
Waterhouse to NSDL in July, 1996, NSDL has been establishing and staffing



b.. Review oforganizational development

various departments within the depository. In continuing to follow-up with NSDL
on their progress, Ms. Hertel met with Mr. Gagan Rai, Executive Director on
January 21, 1997, to obtain a current status of the overall development of the
organization.

A review of the organizational development ofNSDL was conducted on the basis
of discussions with the NSDL Management team. This included the review of the
creation of the management team and the development of recommended
department and the staffing procedures.

To gain more insight into NSDL's organizational development to date, Ms. Hertel
then met with each department head and, where appropriate, junior staff members
to discuss and observe functions being performed. A list of the people who were
met may be found in Appendix A.
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Based on these observations and discussions, a list of recommendations was IF

developed. Meetings were then held with Mr. Gagan Rai and Mr. Rajesh Doshi
(executive directors of Operations and Information Technology respectively) to
discuss the findings and recommendations. Certain areas of recommendations were
expanded based on these meetings.

I
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Findings and Recommendations

a. Development status ofNSDL 's Organizational Structure

Through one-on-one discussions with NSDL's department heads and junior staff
members, it was determined that many of the features recommended in the Plan
have been put into place. Some areas have been more clearly defined as would be
expected under the natural growth process of the depository (and as forecasted
within the Plan).

b. Next steps in organizational development

A list of potential areas for possible further assistance has been developed. The
major issues that have been identified include:

• Security eligibility - Assist NSDL in soliciting issuers and R&T agents.
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• Risk Management - Assist in identifying areas to monitor.

• Surveillance ~ Assist in identifying areas of surveillance to be addressed by
this group.

• Develop formal procedures - Assist in identifying tasks to document, train
staff on how to write procedures, and possibly help with technical writing.

•
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• Training Issues - Various levels of training are needed by NSDL such as:
general management training in depository concepts; development of a
training program for junior staff about depository concepts; technical
training for systems staff; specialized training by department; business
continuity planning for business areas; compliance etc.

• General management reports - Assist in developing ongoing management
reports to monitor growth and activity in the depository. Such tools are
critical to insuring the effectiveness of depository operations.

I
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Next Steps

The next step should be for NSDL and Price Waterhouse to discuss the above
recommendations. NSDL may have additional ideas for further support by PW. A
comprehensive list should be prepared in concert by the two organizations.

~ NSDL' s priorities and objectives should be considered in the establishment of
target dates for the completion of each task.

Ms. Susan Hertel shall return to India in middle of March to discuss the
recommendations with NSDL senior management. At that time, any additional
concerns and ideas will be incorporated into the recommendations. Priorities and a
schedule will be set at that time for the continued work.

Price Waterhouse shall also continue to assist NSDL in implementing previous
recommendations on the organizational structure and work flows and the fine
tuning of internal departmental procedures and the external procedures for
participants and registrars etc.

For the success of this project the participation and cooperation of your
management and staff is essential. We would like to thank you and your colleagues
at NSDL and NSE for the time, courtesy and cooperation extended to us during the
course of this project.



Please get in touch with, us at the FIRE project for any clarifications you may
reqUIre.
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Thanking you,

Yours sincerely,

W. Dennis Grubb
Principal Consultant

.~.

•



Review ofOrganizational Development
for

the National Securities Depository Limited

Price Waterhouse LLP
Mumbai

March 1997



TABLE OF CONTENTS

I. Executive Summary oil II 1

II. Background II <a 3

III. Observations/ Discussions. . 4

A. Issuer Interface Department Department 4
B. Participant Interface Department. . 6
C. Clearing Corporation Interface Department. . ..•.......•..•. 8
D. Corporate Communications Department. 8
E. Risk Management Department. ...............•.......... 10
F.. Legal Department. .. lJ (I 10
G. Compliance Department. .................•.............. 11
H. Finance Department. .. 11
I. Computer Networking Department 12
.J. Computer Systems Department 13
K. Other Departments Department. . .........•.............. 14..

IV. Summary and Next Steps. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 15

Appendices

AA Individuals interviewed



Review ofOrganizational Development
USAID FIRE Project: National Securities Depository Limited

I. EXECUTIVE SUMMARY

March 1997

The National Securities Depository Limited (NSDL) has been developing the organizational
structure for the depository. The recommendations under the Organizational Structure Plan
as published by Price Waterhouse In July 1966 (the Plan) have been used as a guide in this
process.

The focus in the development of the organization by NSDL has been those departments that
are critical during the implementation and early stages of the depository processing. The
purpose of this review was to establish at what stage NSDL is in their organizational
evolution, and to determine in what areas Price Waterhouse can provide further assistance,
including any training programs that might be established.

NOTE: The review did not attempt to identify potential technical problems or assistance
needed. NSDL has a technical consultantfor this purpose.

Discussions were held with various levels of management and staff at the depository. (A list
of those individuals interviewed may be found in Appendix A.) Actual work was observed
where available. Interviewees not only described the work being done in each area, but also
shared any operational concerns they have and desires for additional support from Price
Waterhouse for continued organizational development.

From the above work, a list of potential areas for possible further work by/with Price
Waterhouse was developed. Issues identified include:

• Security eligibility - Assist NSDL in soliciting issuers and R&T agents.
~

• Surveillance - Assist in identifying areas of surveillance to be addressed by this group.

• Risk Management - Assist in identifying areas to monitor.

• General management reports - Assist in developing ongoing management reports to
monitor growth and activity in the depository. Such tools are critical to insuring the
effectiveness of depository operations.

• Develop formal procedures - Assist in identifying tasks to document, train staff on
how to write procedures, and possibly help with technical writing.

• Training Issues - Various levels of training are needed by NSDL. Examples are:

General management training in depository concepts. Comparison to what
services are provided by other depositories is also desired.
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Development of a training program for junior staff about depository concepts.
This should be incorporated into an ongoing comprehensive orientation
program. NSDL's HR department could then periodically give sessions for
groups of new hires.

Obtaining technical training for systems staff - Systems management
expressed a major concern about the lack of experience among their staff.
More technical training is needed in the type of mainframe system being used
by NSDL and how other large financial organizations use such systems, EDP
audit process and system security. (This would be outside of support being
given by NSDL's technical consultant).

Training by department - Assistance is needed by each department
management in fine-tuning the structure of their department.

• Business continuity planning for business areas - Assist in setting up a BCP for
business operations department. While NSDL is beginning to think about a BCP for
the systems area, there still needs to be work done for the business operations.

• Compliance - Assist in developing areas for review/monitoring in depository
operations to insure compliance with SEBI regulations. ..

The next step should be for NSDL and Price Waterhouse to discuss the above
recommendations. NSDL may have additional ideas for further support by PW. A
comprehensive list should be prepared in concert by the two organizations. NSDL's priorities
and objectives should be considered in the establishment of target dates for the completion of
ea~h task. Such discussions and finalization of a work plan are expected to take place in
March 1997.

Price Waterhouse LLP Page 2
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II. BACKGROUND

March /997

Over the last several months, National Securities Depository Limited (NSDL) has begun to
develop several areas of their organizational structure. Much of this has been based on the
Organizational Structure Plan presented to NSDL in July 1996 by Price Waterhouse (the
Plan). The Plan provided recommendations on departments and areas within the departments
that NSDL should establish under its organizational structure.

The focus in the current development by NSDL has been those departments, areas, and
functions that were critical to the implementation of the depository. The management team
and staff have been concentrating on the core needs, internal and external, to put the system
into place. Simply put, just doing what needed to be done. This approach is to be expected
under the natural growth process of the depository.

With the basic implementation tasks wen underway, a review ofNSDL's organizational
development to date was done. The objective of the review was to gain an understanding of
NSDL's progress so far and what areas might need more work, including training needs of
the management and staff. To complete the review, interviews were held with various staff
members at all levels. (A list of those interviewed may be found in Appendix A.) Actual
work was observed where possible.

What follows is a narrative on the resulting observations, discussions, and any concerns
expressed by the NSDL staff during the review. Comments by Price Waterhouse are also
provided as appropriate.
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Those that are currently eligible or in process of finalizing eligibility status.

Those that have stated that they have no interest at all in becoming depo~tory

eligible.

Those that have expressed an interest in participating in the depository but
have taken a wait and see position.

The primary responsibility of this area is to maintain the security masterful database for the
depository. This includes:

March 1997

III. OBSERVATIONS/ DISCUSSIONS

A. Issuer Interface Department

Review ofOrganizational Development
USAID FIRE Project: National Securities Depository Limited

ObservationslDiscussions

Comparable department under the Plan: Registrar Interface Department

• Soliciting issuers of potentially eligible securities for participation in the depository.
The NSDL focus is currently on soliciting the Nifty 50 issues. The securities included
in this group have been divided into three categories by the department head:

I
I
I
I
I
I
I
I
I

I

• Responding to issuer inquiries on participation. While NSDL has the above focus,
other issuers are approaching the depository to obtain eligibility. NSDL is
accommodating this group also.

~

• Obtaining issuer/registrar agreements.

• Maintaining a PC database of securities pending for activation and their status.

• Monitoring training of issuer/registrar.

• Acting as liaison with the Information Technology areas of the depository.

• Activating the security into production when all preliminary steps completed.

NOTE: NSDL does not have to be concerned with eligibility requirements governed
by security status within the depository (as in the U.S.) as all ofthe securities
that they are working on have been approvedfor the depository by SEBL

Specific functions are assigned to specific staff members. At the time of this review, three
people were assigned to the issuer solicitation process, with one individual concentrating on
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the Nifty 50 securities. Two people were assigned to maintaining the database; two, to the
Help Desk where assistance is provided to issuers and registrars.

This area has a definite structure and the staff is well aware of their responsibilities.
However, procedures have not been documented. The staff acts/reacts instinctively in
completing daily tasks.

NOTE: It was found that none ofthe areas at NSDL have deveiopedfinai
documented procedures since drafts were reviewed by Price Waterhouse in
November, 1996.

Difficulties being encountered on the various staff levels of this area include:

• Monitoring testing by the issuer/registrar, assisting where needed.
• Responding to issuer concerns about the fungibility of securities.
• Answering issuer questions about depositories in other countries.
• Developing a strategy to clinch the deal with issuers/registrars.
• Timely hardware delivery (issuer/registrar obtains hardware).

In addition to the established Issuer Interface group, another department head advised that an
Issuer Operations group is being formed. This group would interact with issuers in day:.10
day operations. Included will be assisting the back office of the issuers, monitoring beneficial
reporting, and reconciliations. The current Issuer Interface Department is expected to become
more marketing oriented.

Comments
~

Development of this second group may add confusion among the issuers and registrars. The
Issuer Interface group was recommended by Price Waterhouse to insure that the issuers and
registrars have one central contact for all their needs. If marketing to issuers for depository
eligibility continues to be needed, such activity should be assigned to a marketing department
at NSDL. The Issuer Interface Department should survive as the point of contact for day-to
day operations.

It is crucial that NSDL work to document procedures. Such documentation is important to
training staff, as a reference in day-to-day operations, for monitoring risk and compliance,
and to be used by internal and external auditors.
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B. Participant Interface Department

Comparable department under the Plan: Participant Interface

ObservationslDiscussions

This area is currently handling the following functions:

• Applications for participation in the depository.

• Participant interface functions

Training new participants
Responding to inquiries from participants
Assisting in resolving participant problems
Daily reconciliation of positions with participants

• Surveillance issues

March 1997

Primarily, organizations are approaching NSDL to become participants. Applications are
scrutinized. Follow-up work is done by the Participant Interface Department with thoStt
applicants who appear to meet the depository eligibility requirements. NSDL has formed a
committee that reviews and approves broker applications monthly. Applications from banks
are referred directly to the Managing Director for approval.

Once an approval for participation has been given, the Participant Interface Department
in~ructs the applicant to take steps to obtain the necessary computer hardware. This is done
prior to securing SEBI approval and obtaining the final agreement between NSDL and the
applicant because of the lead time needed to obtain the equipment.

The applicant then submits the necessary SEBI Form E to NSDL. The Participant Interface
area performs basic surveillance/compliance functions by checking with the various
exchanges for complaints against the applicant. Both SEBI and NSDL initial fees are
collected. The NSDL/participant agreement is finalized.. The entire application process takes
approximately two months.

The Participant Interface Representative then works with the new participant during training
on the NSDL system. The Participant Interface Representative assists the participant in such
activities as opening client accounts and processing dematerialization requests. Continuous
testing is done for three days to insure that the participant is sufficiently capable in using the
depository system to move into live production.

The daily reconciliation process is also monitored by the Participant Interface Representative.
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The Participant Interface Department also maintains the participant masterfile database. This
includes entering and changing fee rates for participant accounts.

Participants are also providing beneficial holder information on a daily basis. However, this
is a fully automated process. Therefore, the Participant Interface Representative has not
needed to be involved.

The positions recorded by the DM (Depository Module) are compared to the DPM
(Depository Participant Module) are compared. A report of mismatches are received from the
NSDL system. The Participant Interface Representative assists the participant in resolving
the differences. (The current primary cause of differences is loss of connectivity between the
participant and NSDL.) An audit report is also availble from the NSDL system to assist in
this task.

Another function now assigned to the Participant Interface Department is the Surveillance
function. (The Plan recommended that this area be part of an overall Compliance
Department.) One person has been designated as responsible for surveillance. However; in
discussing daily activities with this individual, it was determined that surveillance functions
are not yet being performed. Instead, the Surveillance person seems to be only assisting with
reconciliation problems.

March 1997

It is important to note that the reconciliation process as currently
established only reconciles the two depository modules. A comparison ofthe
participants internal records to the depository positions is not providedfor.

Review ofOrganizational Development
USAID FIRE Project: National Securities Depository Limited

NOTE:

I
I
I
I
I
I
I
I
I
,

I

With the exception of the Surveillance function, the Participant Interface Department is
an~er area that appears to have good basic structure. This is critical to activating each new
depository participant.

Comments

While a separate Membership Department may eventually be needed to process participation
applications, it is appropriate that the related functions are initially being performed by the
Participant Interface Department. As suggested by the Plan, initial work volumes do not
justify a separate department for this process. Performing tasks related to the application
process will provide the Participant Interface Representatives with good experience and help
them to develop relationships with the participants.

In the area of daily reconciliations, NSDL should require that participants be responsible for
reconciling the depository module to the participants' internal records within a specific time
period. This avoids critical problems at a later date due to differences that were not found at
the time of occurrence.
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The Surveillance function should be moved from the Participant Interface Department as
soon as possible to avoid conflicts of interest between the two responsibilities. Functions of
the Surveillance staff need to be defined.

C. Clearing Corporation Interface

Comparable department under the Plan: Clearing Corporation Interface

ObservationslDiscussions

One individual has been assigned as the Clearing Corporation Interface Representative as
recommended under the Plan. This area and function has initially been assigned to the
Participant Interface area as also recommended under the Plan (until work volumes justify a
separate department). Responsibilities currently include maintaining the system calendar of
trade dates and settlement dates (pay in and payout days), as well as monitoring settlements
for both normal trades and the weekly auction market settlements.

With the limited number of securities that are currently eligible, settlement activity is still
minimal. The staff member supplements clearing corporation related work by assisting other
staff members in resolving day-to-day problems. ..
A concern of this area is how corporate actions will be handled by the depository system.
Work is underway on this module. The first corporate action is expected in Mayor June.

Comments

T~ activity being experienced in this area is what would be expected under the early stages
of the depository and the facilitation of trade settlement.

D. Corporate Communications

Comparable department under the Plan: Marketing Department

This area is currently responsible for the various seminars being held by NSDL. Seminars are
directed at individual investors, brokers, and other financial institutions.

Other efforts in the area of public relations currently under development include:

• Direct mailers
• Providing information on the depository to libraries and management schools.
• WEB Page with information on NSDL
• A video program for depository participants

Price Waterhouse LLP Page 8
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Currently, though, the focus is very heavily on the individual investor. Work in this area has
been carried to the extent of sending the Corporate Communications team to villages to
discuss how a depository works. Contacts have been made by going door to door to ask
individuals if they are investors and if they know what a depository is. Materials and
explanations are then given by the Corporate Communications team. Other individual
investors are being contacted through personal acquaintances. This work is being done in
addition to the individual investor seminars being held. There is a strong feeling of
commitment at NSDL to perform this educational service to the general public.

NSDL is doing less marketing to brokers and other financial institutions right now as the
depository is being approached by such organizations at a sufficient rate.

The income tax issues continue to be a primary concern encountered by the Corporate
Communications group.

Comments

NSDL's dedication to educating the general public is commendable. Because of the
indemnification of the beneficial holder by the depository, it is also understandable.
However, NSDL needs to be careful not to add confusion to the marketplace.

Trying to accommodate all of the different levels of knowledge within the individual investor
community is a major task for NSDL. Therefore, Price Waterhouse recommends that these
efforts would be more successful, and time would be better spent, ifNSDL worked through
depository participants to provide such education. The depository participant should know
their own clients and how to best approach the subject of using a depository. NSDL could
pnfvide promotional materials to the depository participants for distribution to the clients.

Price Waterhouse also continues to be concerned about the ability for NSDL to absorb the
direct contacts from individual investors as the depository grows. Major communications
problems and out-of-control work volumes are probable ifNSDL continues to encourage
these interactions directly with the depository. It is most desirable to direct work with
individual investors through their related depository participants.

Providing information to business libraries and business schools as NSDL plans to do would
also be a good way to continue to provide information to the individual investor in a more
controlled environment.
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E. Risk Management

Comparable department under the Plan: Compliance - Risk Management

ObservationslDiscussions

March 1997

NSDL's Risk Management area currently reports to the same department head as Corporate
Communications. The Plan recommended that Risk Management be part of the overall
Compliance Department.

This area is currently attempting to identify areas of risk. Each department head at NSDL has
been asked to provide input on this subject. It is planned that the Risk Management staff will
then develop processes to monitor.

UntiI risk management functions are better defined, the Risk Management staff is working on
such other tasks as corporate insurance, an MIS database, and general corporate planning.

Comments

Obviously, this is an area that needs to be better defined. It is to be expected, though, that
this area has not yet been developed, as q formal risk management group is not critical to the
depository implementation.

In addition to defining responsibilities, NSDL should consider assigning the area to the same
department head as Compliance and Surveillance. Objectives of risk management and the
marketing functions of Corporate Communications could conflict. Structuring Risk
M4nagement with Surveillance into Compliance provides for a more organized approach to
these issues.

F. Legal

Comparable department under the Plan: Legal Department

ObservationslDiscussions

This area reports to the same department head as the Compliance Department. This follows
the recommendation of the Plan.

Functions being performed follow the expected legal activity of the depository. Work is
being done on matters related to the depository act, NSDL' s Bye-Laws and Business Rules.
Legal advice is also being provided on participant applications, corporate contracts, and other
agreements.
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Comments
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The current activity of this area is what would be expected of a Legal Department within a
securities depository.

G. Compliance

Comparable department under tlte Plan: Compliance

ObservationslDiscussions

While a department head has been designated, the responsibilities of this area are yet to be
defined. Recruiting of two staff members is under way.

Comments

As with Surveillance and Risk Management, the responsibilities of Compliance still need to
be identified. This should be done soon to continue to insure the soundness of the depository,
and to provide assurances to SEBI and the financial community in general.

H. Finance

Comparable department under tlte Plan: Accounting Department

ObservationslDiscussions

Tijis area is currently performing basic banking and bookkeeping functions. A staffof three
people is in place.

Departmental responsibilities will eventually revolve around:

• Investments of operating cash and participant fund deposits (under policy set by the
Board of Directors)

• Billing of depository fees to participants

• Collection of fees from participants

• Payment of corporate bills

• Payroll

• Cash management
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Comments
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The current activity of this area is what would be expected of a Finance department within a
securities depository at this stage of development.

I. Computer Networking

Comparable department under the Plan: Information Technology Department 
Communications

ObservationslDiscussions

Functions being performed in this area are similar to those outlined in the Plan for the
Communications area. Responsibilities include:

• Managing the budget for Information Technology hardware. This includes internal
expenses for hardware, software and training.

• Providing specifications on the necessary hardware to business partners.

Identifying vendors that have available stock and negotiating standard pricing .•
throughout vendors.

• Maintaining network productivity.

• Maintaining the security of the network.
f

• Providing implementation support to all users.

• Developing system efficiencies.

• Evaluating the possibility ofa separate system to replace use of the National Stock
Exchange network.

The staff is especially concerned about system security. A desire to learn more about how
other major financial institutions address system security was expressed. It was indicated that
India is lacking in such security installations. Therefore, experience and training in this area
is limited.

Similar concerns and the desire for more knowledge ofEDP audit procedures were expressed
by the Networking staff and management.
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ObservationslDiscussions

• Maintain system operating continuity

• Installing hardware at the DPM sights and connectivity of same

• Production support to users (Help Desk)

March 1997
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Comments

• Implementation of software at all Business Partners (Issuers, Registrars, Depository
Participants)

The current activity of this area is what would be expected of a communications network area
within a securities depository. The concerns ofthe management and staff about training and
system security are valid and should be quickly addressed.

J. Computer Systems

Comparable department under the Plan: Information Technology Department - Computer
Operations

This area is generally following the functions outlined by the Plan for the Information
Technology Department - Computer Operations area. The staff is responsible for:

I
I
I
I
I
I
I
I
I
I
,

• Assisting users with testing

•• Integration testing

Two workday shifts have been established for the Help Desk. Other staff works within the
normal workday hours.

The dematerialization module was installed in November; the trade settlement, in December.
The testing for the billing module has been completed and is expected to be installed in
February. Testing of the corporate action module is currently underway.

The help Desk is interacting with a total of sixteen business partners. About 70% of the calls
received from users are for clarifications only. Real problems represent the other 30%. The
staff felt that more focus is needed on providing for adequate testing before moving a
business partner to production.

NSDL's IBM mainframe system continues to be supported by Tata Consulting Services
(TCS), Creation of back-up files, maintenance, and the processing of batch jobs are all

Price Waterhouse LLP Page 13



Comments

K. Other Departments

Other concerns of the Computer System staff revolved around the inability to obtain staff
with IBM mainframe experience. More training of the staff in place is greatly needed.

The current activity of this area is what would be expected of a Computer Systems area
within a securities depository. The concerns about training, system operations and
documentation as expressed by the staff are valid and should be addressed quickly.

March 1997
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outsourced to TCS. NSDL's staff indicated that documentation from TCS is still inadequate.
Also, communication software problems cannot be corrected quickly enough by TCS. This
means that software is installed for use by new Business Partners with existing problems
which then must be addressed while testing. There was a concern among NSDL staff
members that the depository will not be able to support the proposed growth rate because of
these difficulties.

Other departments that have been provided for by the current NSDL organizational structure
include Human Resources, Administrative Services, and Corporate Security. These areas
were not reviewed as they are routine to most large organizations. The focus of this review,
as with all work done under the Plan, were those areas more specific to the securities
depository environment.

It was noted that an Internal Audit department has not been established by NSDL. All
auditing is still being outsourced. This is another area that should be developed by NSDL to
pr4vide the necessary assurances to SEBI and the financial community.

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

I
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Those who have said they are definitely not interested.

• Assist NSDL in soliciting issuers and R&T agents.

Those in the process of becoming eligible or already eligible.

Approximately 10-15 issues are in each group.

March 1997

IV. SUMMARY AND NEXT STEPS

Review ofOrganizational Development
USAID FIRE Project: National Securities Depository Limited

During this review, the NSDL management and staff expressed a desire for continued support
from Price Waterhouse in various areas. The potential for additional assistance was also
identified by Price Waterhouse. The combined list of all of these follows:

Those who have expressed interest in becoming eligible but have have delayed
participation for some reason.

The observations and discussions with NSDL management and staff indicated that the
organizational development of the depository is progressing as would normally be expected
based on the implementation stage. The concerns expressed by the management and staff
during this review are valid, but not unusual. Comments have been made above on those
areas not noted by the NSDL, but stand out as additional issues to be addressed.

The objective of this review ofNSDL was to determine the status of the organizational
development of the depository, and determine further support that could be given by Price
Waterhouse, including training issues as desired by NSDL's management. Identification and
correction of any technical problems that NSDL might be experiencing was not within the
scope of this review. Work in the technical area would not be appropriate as Tata Consulting
Services is the supporting consultant for the technical development.

When meeting with issuers, NSDL has had questions about how depositories work in other
countries. NSDL cannot always answer these questions.

The Nifty 50 issues are being targeted by NSDL. NSDL has classified the securities not yet
depository eligible into three groups:

Price Waterhouse can assist in individual meetings with issuers, targeting the middle group
first. Support can be given in explaining the depository concept, identifying and addressing
concerns of the issuers/R&T agents, and answering questions about other depositories.

I
I
I
I
I
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I
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• Assist in defining responsibilities of the Surveillance area.

The department head for Surveillance indicated that one of his staff members was
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performing functions related to monitoring positions held by depository participants. This is
needed to insure that SEBI regulations are followed. However, when the individual was
interviewed, it was found that no monitoring is being done. Instead, the staff member is
assisting in correcting reconciliation problems.

Clearly, there is a need to assist NSDL in laying out a surveillance framework on which they
can then build procedures.

• Assist in identifying areas for Risk Management to monitor.

This area is struggling with what it should be doing, and has asked for ideas. Price
Waterhouse can provide insight to what has been done by other depositories in the U.S.
Further discussions with NSDL can help to guide them in establishing specific areas to
monitor.

• Assist in developing ongoing management reports to monitor growth and activity in
the depository.

An MIS group has been established to produce management reports. An outline was to be
provided by NSDL staff, but was not received before the end of the review.

A good reporting system to management is fundamental to the success of the depository.

• Develop formal procedures.

Assistance may be provided to identify tasks to document, train staff on how to write
pr4cedures, and possibly help with technical writing.

No further work has been done in the area of internal procedure documentation since
comments were made on the first drafts in November, 1996. None of the staff had checklists,
scripts for telephone calls, or procedures for their work.

Procedures are needed to insure efficiencies, train staff, and assist in internal and external
audits and NSDL's own compliance area in checking procedures to regulations.

• Assistance with training Issues.

Various levels of training are needed by NSDL. Examples are:

General management training in depository concepts. This includes the Indian
environment as well as a comparison to depositories in other countries.
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Development of a training program for junior staff about depository concepts.
Rather than doing just one training session, this should be incorporated into an
ongoing comprehensive orientation program. NSDL's HR department could
then periodically give sessions for groups of new hires.

Technical training for systems staff. Systems management expressed a concern
about the lack of experience among their staff. More technical training is
needed.

Specifically, training on EDP audit and system security was requested. NSDL needs to
understand better what software is available and how other large organizations selected and
use various products. More training of staff is desired in the area of telecommunications.
Training in these areas are limited or non-existent in India. NSDL asked ifPW-FIRE can
help to identify/arrange such training.

Also specifically mentioned by NSDL staff members was an IBM training program out of
Washington for the financial community. Would IBM consider NSDL as part of that
community and what support would FIRE be willing to give to NSDL to obtain the training?
(Secondary to above as some IBM training is available in India)

From the technical aspect, the need for a general understanding of capital markets and hew
information technology is used was expressed by the technical management.

Price Waterhouse can assist in identifying formal training that is available and determine
what would be supported by the FIRE project.

Training by department on organizational responsibilities.

Assistance is needed by each department management in fme-tuning the structure of their
department. Parallel to all other activity, the Price Waterhouse consultant should work one
on-one with each department to create structure, identify tasks, document procedures,· develop
management reports, etc. A desire for help in all of these areas was expressed by many
interviewees.

.. Assist with business continuity planning (BCP) for business operations areas.

Price Waterhouse can provide assistance in setting up a Bep for business operations
department. While there has been discussion on a BCP for the systems area, nothing has been
considered for the business operations department in the event of disaster.

.. Assist the Compliance Department in developing areas for review/monitoring
depository operations to insure compliance with SEBI regulations.
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The above list is in random order. No attempt to prioritize these steps has been made at this
time, as NSDL's primary concerns, objectives and target time frames should be included in
such a prioritization.

The department head has requested ideas from Price Waterhouse. Staffjust being hired. It is
primarily expected that Compliance will inspect depository departments. This needs to be
better defined and how Compliance reviews compare to Internal Audits. The Price
Waterhouse consultant can help from business/operational perspective. Legal assistance may
also be needed here.

The next step should be for NSDL management and Price Waterhouse to meet on these issues
and recommendations. NSDL may have additional areas for desired support to add to the
discussion. A final list of areas to be addressed should be developed in concert by the two
organizations, insuring that NSDL's priorities and objectives are met. Price Waterhouse staff
will be available in mid-March, 1997, to work with NSDL on developing an appropriate work
plan.
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APPENDIX A

LIST OF NSDL STAFF MEMBERS INTERVIEWED/OBSERVED

Gagan Rai, Executive Director
Rajesh Doshi, Executive Director

Department: Issuer Interface
Department Head: V.R. Narasimhan
Staff: Matangi

Khilona
Sudhir

Participant Interface/Clearing Corporation InterfacelHuman
Resources

Department Head: Jayesh Sule
Staff: Bhushan

Pradipta
Srividya
Jaya
Mrathant

Department: Corporate Communications (Marketing)/Risk Management
Department Head: T. Koshy
Staff: S. Ganesh + 2

•Department: Company Secretary/Legal/Compliance/FinancelIssuer
Operations

Department Head: S. Gopalan
Staff: Finance Officer

Recruiting in other areas

Depmrnnent: (Compure~Sy&ems

Department Head: Avinesh Wagh
Surhati

Staff: NA

Department: Hardware/(Communications) Networking
Department Head: Shashikant S. Shirahatti
Staff: Mukesh Mistry


