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NISM Series VII - Securities Operations and Risk Management Certification
Sample Questions (Q161-Q166):

NEW QUESTION # 161
According to the risk management framework regarding * *Liquid Assets** deposited by clearing members, which of the following
statements correctly defines the limits and haircuts applicable to * *Corporate Bonds** accepted as collateral?

e A, Mimnimum haircut of 10% (Fixed percentage or VaR based); Limit not to exceed 10% of'the total liquid assets of the
clearing member.

B. Treated as Cash Equivalent with 0% haircut if rated AAA.

C. No limit on quantity; Haircut based strictly on credit rating (AAA: 10%, AA: 15%).

D. VaR based haircut; Limit not to exceed 50% of the cash component of liquid assets.

E. Fixed percentage haircut of 50%; Limit not to exceed 25% of total liquid assets.

Answer: A
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Explanation:

As per the acceptable Liquid Assets table and notes: For Corporate Bonds, the haircut is 'Fixed percentage based or VaR based
Haircut... To begn with the haircut shall be a minimum of 10 percent.’' The limit is "Not to exceed 10 percent of the total liquid assets
of the clearing member.'

NEW QUESTION # 162
When a delivery shortage is identified before the auction is conducted, the Clearing Corporation debits the clearing member by an
amount equivalent to the securities not delivered, valued at a specific price. What is this pre-auction debit transaction formally called?

A. Shortage Collateral Block
B. Provisional Margin Call
C. Close-out Penalty

D. Valuation Debit

E. Auction Entry Fee

Answer: D

Explanation:
Once shortages are identified, the members are debited by an amount equivalent to the securities not delivered and valued at a
valuation price. This is known as 'valuation debit'.

NEW QUESTION # 163
Which of the following statements correctly describe the operational framework for the settlement of institutional transactions in the
Cash Segment? (Select all that apply)

A. The Custodial Participant (CP) Code must be entered at the time of order entry.

B. Institutional investors are permitted to square off their transactions intra-day (Day Trading).

C. The custodian settles their deliveries on a gross basis with the stock exchanges.

D. It is mandatory for all mstitutional trades to be processed through the Straight Through Processing (STP) system
E. All transactions are grossed for institutional investors at the custodian level for obligation fulfilliment.

Answer: A,D,E

Explanation:

Statement A is correct (Mandatory STP). Statement C is correct (Transactions grossed at custodian level for imvestor obligation).
Statement E is correct (Mandatory CP code at order entry). Statement B is incorrect (Day trading prohibited). Statement D is
mncorrect because the custodian continues to settle their deliveries on a *net basis* with the stock exchanges/clearing corporation,
even though the client obligation is gross.

NEW QUESTION # 164
What is the mandatory mechanism for effecting the pay-in of securities for sell obligations in the T+0 settlement cycle?

A. Automatic sweeping of securities from the client's demat account at 1 PM.

B. Transfer from Client Beneficiary Account to CM Pool Account via standard market mstruction.
C. Physical Delivery Instruction Shp submitted to the DP by 10:00 AM.

D. Only by way of early pay-in using block mechanism

E. Inter-depository transfer from the client's account to the Clearing Corporation's account.

Answer: D

Explanation:
The source specifies: 'Pay-in for T+0 sell obligations shall be allowing only by way of early pay-in using block mechanism.

NEW QUESTION # 165
To provide depository services to investors, a stock broker or trading member must register as a Depository Participant (DP).
Under which specific legislative framework is this registration mandated and governed?



A. The Securities Contracts (Regulation) Act, 1956 and the RBI Act, 1934

B. The Companies Act, 2013 and the Banking Regulation Act, 1949

C. The Information Technology Act, 2000 and the Indian Contract Act, 1872

D. The SEBI Act, 1992 and the Depositories Act, 1996

E. The Prevention of Money Laundering Act, 2002 and SEBI (Intermediaries) Regulations, 2008

Answer: D

Explanation:
To provide depository services, the broker or the trading member has to get registered as a depository participant of a depository as
per the SEBI Act 1992 and the Depositories Act of 1996.

NEW QUESTION # 166
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