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                                                                     Examination  Details 

 

WEIGHTAGE 

Unit No. Unit Name Weightage (%) 

Unit 1 Introduction to Securities 
 

20 
Unit 2 Characteristic of Equities 

Unit 3 Characteristics of Debt Securities 

Unit 4 Characteristics of Other Securities 

Unit 5 SEBI- Role and Regulations 

Unit 6 Basics of Registrars and Transfer Agents 
25 

Unit 7 Registrars and Transfer Agents Regulations 

Unit 8 Basics of Mutual Funds 

Unit 9 Structure and Constituents of Mutual Funds 
25 

Unit 10 Mutual Fund Products 

Unit 11 Operational Concepts of Mutual Funds 

Unit 12 Investors in Mutual Funds 
30 

Unit 13 Banking Operations in Mutual Funds 

Unit 14 Financial Transactions 

Unit 15 Non-Financial Transactions 

 

  

Questions  

 

Mcq - 100x1 mark  

Total marks 100 

Duration 2 hours 

Pass mark 50  

Negative marking - 
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NISM-Series-II-B: Registrars to an Issue and Share Transfer Agents – Mutual 

Fund Certification Examination 

Chapter 1 : Introduction to Securities 

Equity Capital: Funds contributed by owners or promoters of a business, representing ownership in the 

form of equity shares. 

Debt Capital: Funds borrowed by a company, repaid with interest over a fixed period, issued as bonds or 

debentures. 

Promoters: Initial investors who provide risk capital to start a business and retain majority control. 

Limited Liability: Equity shareholders are liable only for their contribution, not for company debts beyond 

that. 

Ownership Rights: Equity shareholders have voting rights and a share in residual profits through 

dividends. 

Perpetuity: Equity capital remains with the company indefinitely unless liquidated or bought back. 

Dividends: Profits distributed to equity shareholders, not guaranteed and dependent on company 

performance. 

Liquidity: Equity shares traded in the secondary market provide liquidity to investors. 

Debt Instruments: Include bonds, debentures, or loans, with fixed interest and repayment terms. 

Credit Risk: The risk that a company may default on debt interest or principal repayments. 

Coupon Rate: The interest rate paid on a debt instrument, applied to its face value. 

Maturity Date: The date when the principal of a debt instrument must be repaid. 

Secured Debt: Debt backed by company assets, giving lenders priority in case of default. 

Unsecured Debt: Debt not backed by assets, with higher risk for lenders. 

Hybrid Instruments: Combine features of debt and equity, such as convertible debentures or preference 

shares. 

Convertible Debentures: Debt instruments that convert into equity shares at maturity based on 

predefined terms. 
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Preference Shares: Shares with fixed dividends and priority in dividend payment and capital repayment 

upon liquidation. 

Face Value: The nominal value of a share or bond, used to calculate dividends or interest. 

Share Premium: The amount received above the face value when issuing shares. 

Voting Rights: Equity shareholders’ ability to influence company decisions through voting. 

Capital Gains: Profits from selling shares at a higher price than the acquisition cost. 

Capital Structure: The mix of debt and equity used to finance a company’s operations. 

Primary Market: Where companies issue new shares or bonds to raise capital. 

Secondary Market: Where investors trade issued securities, providing liquidity. 

Interest Payments: Periodic payments made to debt holders based on the coupon rate. 

Risk and Return: Equity has higher risk with uncertain returns, while debt offers fixed returns with lower 

risk. 

Promoter’s Role: Promoters initiate and manage the business, often retaining control even after dilution. 

Public Issue: Offering shares to the public through an IPO to raise capital. 

Debt Maturity: Can range from short-term (less than one year) to long-term (up to 30 years or more). 

Shareholder Rights: Include rights to dividends, voting, and inspection of company documents. 

Debt Security Features: Defined by principal, coupon rate, maturity, and security status. 

Equity Dilution: Reduction in existing shareholders’ ownership due to new share issuance. 

Cost of Capital: The cost to the company for using equity (dividends) or debt (interest). 

Residual Profits: Profits available to equity shareholders after all expenses and obligations. 

IPO Process: Initial public offering where shares are issued to the public in the primary market. 

Stock Exchange Listing: Shares listed on exchanges for trading in the secondary market. 

Bond Terms: Include face value, coupon rate, maturity date, and security status. 

Loan Terms: Include loan amount, interest rate, repayment conditions, and security status. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Equity Risk: No fixed return or maturity, with potential for capital loss. 

Debt Risk: Risk of default, mitigated by credit ratings from SEBI-registered agencies. 

Hybrid Benefits: Convertible debentures benefit companies with no cash outflow at maturity. 

Preference Share Dividends: Paid at a fixed rate, with priority over equity dividends. 

Anti-Dilution Rights: Protect shareholders by allowing them to maintain ownership percentages. 

Shareholder Voting: One vote per equity share in company decisions. 

Debt Repayment: Mandatory repayment of principal at maturity, unlike equity. 

Market Dynamics: Affect the market value of debt securities, differing from face value. 

Capital Appreciation: Potential increase in share price, a key return for equity investors. 

Debt Issuance: Companies issue bonds or debentures to raise debt capital. 

Shareholder Meetings: Annual General Meetings (AGMs) allow shareholders to vote on key decisions. 

Regulatory Compliance: Public issues must comply with SEBI guidelines for listing and disclosure. 

 
  

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Chapter 2 : Characteristics of Equity Shares 

Equity Investors: Include promoters, institutional investors, and public investors with varying risk-return 

preferences. 

Promoters: Founders who provide initial capital and retain control of the company. 

Institutional Investors: Professional entities like mutual funds or venture capital firms with expertise in 

evaluating investments. 

Public Investors: Retail and high net-worth individuals (HNIs) investing through IPOs or secondary 

markets. 

Ownership Rights: Equity shareholders have proportional ownership and voting rights in the company. 

Voting Rights: Allow shareholders to influence major company decisions at AGMs. 

Dividend Rights: Shareholders are entitled to dividends from residual profits, if declared. 

Ownership Transfer: Shareholders can sell shares in the secondary market for liquidity. 

Anti-Dilution Rights: Protect shareholders from ownership dilution during new share issuances. 

No Fixed Return: Dividends are not guaranteed and depend on company profits. 

No Fixed Tenor: Equity shares are perpetual, with no maturity date. 

Liquidity Risk: Risk of selling shares below fair value due to low demand or illiquidity. 

No Collateral Security: Equity shareholders have no claim on assets, ranking last in liquidation. 

Face Value: The nominal value of a share, used to calculate dividends. 

Share Premium: Excess amount over face value when shares are issued at a higher price. 

Authorised Capital: The maximum equity capital a company can issue, as per its Memorandum of 

Association. 

Issued Capital: The portion of authorised capital issued to investors. 

Paid-up Capital: The portion of issued capital fully paid by shareholders. 

Outstanding Shares: Total shares issued and held by investors, including retail and institutions. 

Fully Paid-up Shares: Shares with the entire face value paid upfront by shareholders. 
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Partly Paid-up Shares: Shares with partial payment, with shareholders liable for the remaining amount. 

Dividend Declaration: Decided by the board and approved by shareholders, paid as a percentage of face 

value. 

Dividend Yield: Dividend per share divided by the market price of the share. 

Buyback of Shares: Company repurchasing its shares, reducing share capital, governed by SEBI 

regulations. 

Bonus Issue: Additional shares issued to shareholders without cost, from accumulated profits. 

Stock Split: Reduces face value, increasing the number of shares without changing total value. 

Stock Consolidation: Increases face value, reducing the number of shares without changing total value. 

Preference Shares: Offer fixed dividends and priority in dividend payment and capital repayment. 

Rights Issue: New shares offered to existing shareholders to prevent ownership dilution. 

Preferential Issue: Shares issued to strategic investors at a negotiated price, subject to SEBI guidelines. 

Closely Held Company: A company with shares held by promoters and a few investors, often private. 

Publicly Held Company: A company with shares listed on stock exchanges, requiring public disclosures. 

Corporate Actions: Events like dividends, buybacks, bonus issues, or stock splits that affect securities. 

Shareholder Meetings: AGMs allow shareholders to vote on resolutions and company policies. 

Risk of Loss: Equity investments may lead to capital loss if share prices decline. 

Management Control: Promoters and institutional investors may influence company management. 

Retail Investors: Focus on capital appreciation and dividends rather than control. 

SEBI Regulations: Govern public issues, listing, and disclosures to protect investors. 

Dividend Approval: Shareholders approve dividends proposed by the board at AGMs. 

Bonus Issue Impact: Increases outstanding shares without changing shareholders’ total value. 

Stock Split Impact: Increases share count, reduces face value, maintaining total investment value. 

Consolidation Impact: Reduces share count, increases face value, maintaining total value. 
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Preferential Issue Approval: Requires shareholder approval due to dilution of existing stakes. 

Liquidity Provision: Secondary market trading ensures liquidity for equity investors. 

Promoter’s Risk: Highest at the initial stage due to uncertainty in business success. 

Institutional Investor Exit: Often achieved through public offerings like IPOs. 

Shareholder Documents: Shareholders have the right to inspect company records. 

Dividend Frequency: Can be final (year-end) or interim (during the year). 

Equity Dilution: Occurs when new shares reduce existing shareholders’ ownership percentage. 

Rights Issue Ratio: Determined by the board, offering shares proportional to existing holdings. 
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Chapter 3 : Characteristics of Debt Securities 

Debt Security: A contract between issuer and lender for borrowing at predefined terms. 

Principal: The amount borrowed, represented by the face value of the debt instrument. 

Coupon Rate: The interest rate paid on the face value of a bond or debenture. 

Maturity Date: The date when the principal of a debt instrument is repaid. 

Face Value: The nominal value of a debt security, typically Rs. 100 or Rs. 1,000. 

Market Value: The trading price of a debt security, fluctuating based on market conditions. 

Current Yield: Coupon payment divided by the market price of the bond. 

Yield to Maturity (YTM): The rate equating discounted future cash flows to the bond’s price. 

Convertible Debt: Hybrid securities that convert into equity at maturity. 

Zero Coupon Bond: Issued at a discount, with no periodic interest payments. 

Fixed Rate Bonds: Pay a predetermined interest rate at fixed intervals. 

Floating Rate Bonds: Have interest rates reset periodically based on a benchmark rate. 

Inflation Indexed Bonds: Government securities with returns linked to inflation rates. 

Amortising Bonds: Repay principal and interest over the bond’s life. 

Asset-backed Securities: Bonds created from pooled assets like housing loans. 

Government Securities: Bonds issued by central or state governments, free of credit risk. 

Corporate Bonds: Include short-term commercial papers and long-term bonds. 

Credit Rating: Assesses the default risk of debt securities, influencing interest rates. 

Secured Bonds: Backed by company assets, offering priority to lenders in default. 

Unsecured Bonds: Not backed by assets, carrying higher risk for investors. 

Coupon Frequency: Interest payments can be annual, semi-annual, quarterly, or monthly. 

Deep Discount Bond: A zero coupon bond issued at a steep discount to face value. 
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Bond Valuation: Market value varies due to demand, supply, and interest rate changes. 

Credit Risk: The risk of default on interest or principal payments. 

Debt Market Segmentation: Based on issuer (government vs. non-government) or tenor (short, medium, 

long-term). 

Plain Vanilla Bonds: Fixed-rate bonds with standard terms, issued and redeemed at par. 

Variable Rate Bonds: Another term for floating rate bonds with longer reset intervals. 

Mortgage-backed Securities: Bonds backed by home loan repayments, known as structured obligations in 

India. 

Deferred Interest Bonds: Allow deferral of interest payments in the initial years. 

Step-up Bonds: Have increasing coupon rates over time to reduce early interest burden. 

Bond Cash Flows: Include periodic interest and principal repayment at maturity. 

YTM Calculation: Considers all future cash flows discounted to the present value. 

Debt Priority: Debt holders have precedence over equity holders in liquidation. 

Commercial Papers: Short-term corporate debt instruments for working capital. 

Certificates of Deposit: Short-term debt instruments issued by banks. 

Interest Rate Risk: Fluctuations in market interest rates affect bond prices. 

Bond Listing: Debt securities may be listed on stock exchanges for trading. 

Issuer Risk: Higher default risk leads to higher coupon rates for corporate bonds. 

Government Bond Safety: No credit risk due to government backing. 

Amortisation Schedule: Defines principal and interest payments over time. 

Asset Pooling: Combining assets to create securities with predictable cash flows. 

Floating Rate Benchmark: Often linked to RBI Repo Rate or government security yields. 

Inflation Protection: Inflation-indexed bonds adjust returns to maintain purchasing power. 

Bond Market Dynamics: Supply and demand influence market value over face value. 
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Convertible Bond Benefits: Lower coupons for issuers, potential equity gains for investors. 

Debt Instrument Terms: Clearly defined in the bond or loan agreement. 

Corporate Bond Tenor: Varies from short-term (commercial papers) to long-term bonds. 

Yield vs. Coupon: Yield reflects total return, including price changes, unlike fixed coupon rates. 

Debt Market Access: Available to both institutional and retail investors. 

Bond Redemption: Principal repayment at maturity or through amortisation. 
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Chapter 4 : Characteristics of Other Securities 

Warrants: Derivatives giving the right to buy shares at a specified price before expiration. 

Convertible Debentures: Debt securities convertible into equity at maturity, offering lower coupons. 

Depository Receipts: Securities representing shares of a foreign company, traded on local exchanges. 

Foreign Currency Convertible Bonds (FCCBs): Bonds issued in foreign currency, convertible into equity. 

Exchange Traded Funds (ETFs): Funds tracking indices, traded like shares on stock exchanges. 

Index Funds: Mutual funds aiming to replicate the performance of a market index. 

Real Estate Investment Trusts (REITs): Investment vehicles owning income-generating real estate. 

Infrastructure Investment Trusts (InvITs): Trusts investing in infrastructure projects, offering dividends. 

Warrant Pricing: Derived from the underlying share price and time to expiration. 

Convertible Debenture Advantage: Combines fixed income with potential equity gains. 

Depository Receipt Types: Include American Depository Receipts (ADRs) and Global Depository Receipts 

(GDRs). 

FCCB Benefits: Allows companies to raise foreign capital with conversion options. 

ETF Liquidity: Traded on exchanges, providing high liquidity to investors. 

Index Fund Objective: To match the returns of a specific index with low costs. 

REIT Structure: Pools investor money to invest in real estate, distributing rental income. 

InvIT Structure: Invests in infrastructure assets, distributing cash flows to investors. 

Warrant Risk: May expire worthless if the share price doesn’t exceed the strike price. 

Convertible Debenture Risk: Dilution of existing shareholders’ equity upon conversion. 

Depository Receipt Benefits: Enables investors to access foreign markets without currency risk. 

FCCB Currency Risk: Exposure to exchange rate fluctuations for issuers and investors. 

ETF Tracking Error: The difference between ETF returns and the underlying index. 
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Index Fund Costs: Lower than actively managed funds due to passive management. 

REIT Dividends: Mandatory distribution of a significant portion of income to investors. 

InvIT Returns: Derived from infrastructure project cash flows, often stable. 

Warrant Holder Rights: No voting or dividend rights until exercised into shares. 

Convertible Debenture Terms: Specify conversion ratio and price at issuance. 

Depository Receipt Issuance: Facilitates cross-border investment in foreign companies. 

FCCB Issuance: Governed by RBI and SEBI regulations for foreign currency bonds. 

ETF Diversification: Provides exposure to a broad market or sector with one investment. 

Index Fund Passivity: No active stock selection, reducing management fees. 

REIT Regulation: Governed by SEBI for transparency and investor protection. 

InvIT Regulation: SEBI ensures proper governance and cash flow distribution. 

Warrant Expiry: Fixed tenure after which the warrant becomes worthless. 

Convertible Debenture Appeal: Attracts investors seeking both income and growth. 

Depository Receipt Trading: Traded like local shares, enhancing accessibility. 

FCCB Conversion: Optional or mandatory, depending on bond terms. 

ETF Creation/Redemption: Involves authorized participants exchanging assets for ETF units. 

Index Fund Benchmark: Tracks indices like Nifty 50 or Sensex. 

REIT Asset Types: Include commercial properties like offices and malls. 

InvIT Asset Types: Include roads, power plants, and other infrastructure projects. 

Warrant Leverage: Offers high potential returns with limited investment. 

Convertible Debenture Dilution: Reduces existing shareholders’ ownership upon conversion. 

Depository Receipt Costs: May involve additional fees for custody and administration. 

FCCB Interest Payments: Paid in foreign currency, affecting issuer cash flows. 
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ETF Expense Ratio: Low fees compared to actively managed mutual funds. 

Index Fund Risk: Exposed to market risks of the tracked index. 

REIT Income: Primarily from rental income and property appreciation. 

InvIT Income: From tolls, tariffs, or other infrastructure-related cash flows. 

Warrant Speculation: Used for speculative investments due to high risk-reward. 

Convertible Debenture Flexibility: Offers issuers lower-cost financing with equity conversion. 

Depository Receipt Accessibility: Simplifies investment in foreign equities for retail investors. 
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Chapter 5 : SEBI - Role and Regulations 

SEBI Act 1992: Establishes SEBI to protect investors, promote securities market development, and 

regulate intermediaries. 

Investor Protection: SEBI ensures fair practices, transparency, and grievance redressal for investors. 

Insider Trading Regulations: Prohibit trading based on unpublished price-sensitive information. 

Fraudulent Practices Regulations: Prevent manipulative and unfair trade practices in securities markets. 

Investor Education and Protection Fund (IEPF): Manages unclaimed dividends and securities for investor 

benefit. 

Intermediaries Regulations: Govern entities like RTAs, ensuring compliance and accountability. 

Depositories Regulations: Regulate depositories and participants for dematerialized securities. 

SEBI Objectives: Protect investors, promote market development, and ensure financial stability. 

Insider Trading Definition: Trading by insiders using non-public information for unfair advantage. 

Fraudulent Practices: Include market manipulation, false disclosures, and misleading practices. 

IEPF Purpose: Returns unclaimed dividends, shares, or matured securities to rightful owners. 

Intermediary Compliance: Requires registration, adherence to codes of conduct, and audits. 

Depository Role: Facilitates electronic holding and transfer of securities. 

SEBI Powers: Include issuing regulations, conducting inspections, and imposing penalties. 

Investor Grievance Redressal: SEBI’s SCORES platform allows investors to file and track complaints. 

Insider Trading Penalties: Fines and imprisonment for violations of SEBI regulations. 

Fraudulent Practice Penalties: SEBI can suspend trading or bar entities for violations. 

IEPF Process: Transfers unclaimed assets to the fund after a specified period. 

Intermediary Oversight: SEBI monitors RTAs, custodians, and other market participants. 

Depository Participant: Acts as an intermediary between investors and depositories. 

SEBI Circulars: Provide detailed guidelines for compliance with regulations. 
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Investor Education: SEBI conducts programs to enhance financial literacy among investors. 

Market Integrity: SEBI ensures fair and transparent trading practices in markets. 

Regulatory Sandbox: Allows testing of innovative financial products in a controlled environment. 

Insider Trading Disclosure: Mandates reporting of trades by insiders to prevent misuse. 

Fraudulent Practice Monitoring: SEBI uses surveillance systems to detect market abuses. 

IEPF Claims: Investors can claim unclaimed assets from IEPF with proper documentation. 

Intermediary Registration: Mandatory for RTAs and other market intermediaries with SEBI. 

Depository Benefits: Enhances efficiency in securities trading and settlement. 

SEBI Enforcement: Includes investigations and legal actions against non-compliance. 

Investor Complaints: Must be disclosed by AMCs and RTAs monthly on their websites. 

Insider Trading Scope: Applies to listed companies and their fiduciaries. 

Fraudulent Practice Scope: Covers all securities market transactions and intermediaries. 

IEPF Funding: Supported by unclaimed dividends, matured bonds, and shares. 

Intermediary Audits: Regular audits ensure compliance with SEBI standards. 

Depository Security: Ensures safe custody of securities in electronic form. 

SEBI Guidelines: Include codes of conduct for fair practices by intermediaries. 

Investor Awareness: SEBI promotes understanding of market risks and opportunities. 

Market Development: SEBI fosters innovation and growth in securities markets. 

Insider Trading Prevention: Requires companies to establish internal controls. 

Fraudulent Practice Detection: SEBI uses technology for real-time market monitoring. 

IEPF Accessibility: Online portal for investors to claim unclaimed assets. 

Intermediary Accountability: SEBI holds intermediaries liable for investor losses due to negligence. 

Depository Oversight: SEBI regulates depositories to ensure operational efficiency. 
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SEBI Circular Updates: Regularly issued to address evolving market needs. 

Investor Rights: Protected through mandatory disclosures and grievance mechanisms. 

Insider Trading Policies: Companies must disclose voting policies for mutual fund investments. 

Fraudulent Practice Examples: Include front-running and price manipulation. 

IEPF Regulations: Governed by the Companies Act and SEBI guidelines. 

Intermediary Responsibilities: Include accurate record-keeping and timely reporting. 

Depository Compliance: Must adhere to SEBI’s operational and security standards. 
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Chapter 6 : Basics of Registrars and Transfer Agents 

Registrar and Transfer Agent (RTA): Facilitates mutual fund transactions, investor services, and record-

keeping. 

RTA Role: Manages issuance, transfer, and redemption of mutual fund units. 

Investor Service Centre (ISC): Physical locations for investors to submit requests and resolve queries. 

Official Point of Acceptance (OPA): Designated points for accepting mutual fund transactions. 

Qualified RTAs (QRTAs): RTAs handling significant mutual fund assets, subject to enhanced SEBI 

oversight. 

RTA-Depository Interface: Ensures seamless transfer of dematerialized mutual fund units. 

Financial Information Provider: RTAs provide data to account aggregator networks for investor 

convenience. 

Industry Overview: RTAs like CAMS and KFintech dominate mutual fund transaction processing. 

Investor Record Maintenance: RTAs maintain accurate records of investor folios and transactions. 

Transaction Processing: RTAs handle purchase, redemption, and switch transactions. 

KYC Compliance: RTAs verify investor KYC for regulatory compliance. 

Nomination Services: RTAs manage nomination registration and updates for investors. 

Dividend Distribution: RTAs facilitate payment of dividends to investors. 

Unit Allotment: RTAs process unit allotments during new fund offers (NFOs). 

Redemption Processing: RTAs ensure timely redemption payouts to investors. 

Statement Issuance: RTAs provide account statements and capital gains reports. 

Grievance Redressal: RTAs address investor complaints through dedicated channels. 

SEBI Oversight: QRTAs face stricter monitoring due to their systemic importance. 

Data Security: RTAs implement robust cybersecurity measures to protect investor data. 

Interoperable Platform: RTAs operate platforms like MFCentral for investor convenience. 
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Investor Education: RTAs support investor awareness through information dissemination. 

Transaction Verification: RTAs verify transaction authenticity to prevent fraud. 

Folio Management: RTAs manage investor folios for multiple mutual funds. 

Payment Aggregation: RTAs coordinate with payment aggregators for seamless transactions. 

Corporate Actions: RTAs handle corporate actions like dividends and bonus issues for mutual funds. 

Tax Reporting: RTAs provide tax-related data to investors and authorities. 

Digital Platforms: RTAs offer online portals for transaction and service requests. 

Compliance Reporting: RTAs submit regulatory reports to SEBI and AMCs. 

Unit Transfer: RTAs facilitate transmission of units in case of investor demise. 

Nominee Support: RTAs assist nominees in claiming mutual fund units. 

KYC Updation: RTAs update investor KYC details as per regulatory norms. 

Transaction Timelines: RTAs adhere to SEBI-mandated turnaround times for services. 

Investor Communication: RTAs send SMS/email alerts for transaction updates. 

Data Reconciliation: RTAs reconcile investor data with AMCs and depositories. 

Fraud Mitigation: RTAs implement controls to prevent unauthorized transactions. 

Account Aggregation: RTAs support consolidated portfolio views for investors. 

SEBI Guidelines: RTAs comply with SEBI’s operational and reporting standards. 

Investor Authentication: RTAs use 2FA and e-sign for secure online transactions. 

Portfolio Valuation: RTAs provide valuation statements for investor portfolios. 

ELSS Reporting: RTAs issue statements for tax-saving equity-linked savings schemes. 

Capital Gains Statements: RTAs provide realized and unrealized capital gains reports. 

Nomination Updates: RTAs process changes in nominee details as per investor requests. 

Bank Account Updates: RTAs facilitate changes in investor bank details. 
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Transmission Services: RTAs handle unit transmission to nominees or legal heirs. 

Investor Grievance Portal: RTAs integrate with SEBI’s SCORES for complaint resolution. 

MITRA Platform: RTAs host MITRA to help investors trace inactive folios. 

Cybersecurity Framework: QRTAs follow SEBI’s cybersecurity and resilience guidelines. 

System Audits: RTAs undergo annual system audits to ensure compliance. 

Investor Support: RTAs provide call centers and online helpdesks for investor queries. 

RTA Efficiency: Enhances operational efficiency in mutual fund transactions. 
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Chapter 7 : Registrar and Transfer Agents Regulations 

SEBI (LODR) Regulations: Mandate listed companies to appoint RTAs for shareholder services. 

SEBI (RTA) Regulations 1993: Govern registration, obligations, and operations of RTAs. 

Enhanced Monitoring: QRTAs face stricter SEBI oversight due to systemic importance. 

Cybersecurity Framework: QRTAs must implement robust cybersecurity measures. 

System Audit Framework: Annual audits to ensure RTA systems are secure and compliant. 

Ultimate Beneficial Owner (UBO): RTAs identify UBOs for transparency in ownership. 

RTA Inter-operable Platform: MFCentral enhances investor experience in transactions. 

Outsourcing Guidelines: RTAs can outsource non-core activities with SEBI approval. 

RTA Obligations: Include accurate record-keeping, timely reporting, and investor servicing. 

SEBI Registration: Mandatory for RTAs to operate in the securities market. 

Compliance Monitoring: SEBI conducts inspections to ensure RTA compliance. 

Cyber Resilience: QRTAs must have disaster recovery and business continuity plans. 

System Audit Scope: Covers IT infrastructure, data security, and operational processes. 

UBO Disclosure: RTAs report UBO details to regulators for anti-money laundering compliance. 

Inter-operable Platform Benefits: Simplifies investor access to multiple mutual funds. 

LODR Compliance: RTAs ensure listed companies meet shareholder service standards. 

RTA Code of Conduct: SEBI mandates ethical practices and investor protection. 

Cybersecurity Controls: Include firewalls, encryption, and intrusion detection systems. 

System Audit Frequency: Conducted annually by SEBI-approved auditors. 

UBO Identification: Ensures transparency in ownership of mutual fund units. 

Inter-operable Platform Access: Available via AMC, RTA, and AMFI websites. 

Outsourcing Restrictions: Core RTA functions cannot be outsourced. 
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RTA Reporting: Regular submission of operational and compliance reports to SEBI. 

Cybersecurity Training: QRTAs train staff on cybersecurity best practices. 

System Audit Reports: Submitted to SEBI for review and corrective action. 

UBO Regulations: Align with PMLA and SEBI guidelines for transparency. 

Inter-operable Platform Features: Include transaction tracking and folio consolidation. 

LODR Responsibilities: RTAs handle share transfers, dividend payments, and record updates. 

RTA Certification: SEBI requires RTAs to maintain qualified staff for operations. 

Cybersecurity Audits: Ensure protection against data breaches and cyber threats. 

System Audit Standards: Follow SEBI’s prescribed framework for IT systems. 

UBO Verification: RTAs use KYC and other documents to verify beneficial owners. 

Inter-operable Platform Security: Ensures secure data sharing across RTAs. 

LODR Penalties: Non-compliance by RTAs can lead to SEBI penalties. 

RTA Infrastructure: Must support high transaction volumes and data security. 

Cybersecurity Compliance: QRTAs report cybersecurity incidents to SEBI. 

System Audit Objectives: Ensure operational efficiency and data integrity. 

UBO Reporting Frequency: Periodic updates to regulators as per SEBI norms. 

Inter-operable Platform Usage: Investors can track and manage folios across AMCs. 

LODR Disclosures: RTAs facilitate timely disclosures for listed companies. 

RTA Accountability: Liable for errors in investor servicing or record-keeping. 

Cybersecurity Framework Updates: QRTAs must adopt SEBI’s latest guidelines. 

System Audit Findings: Addressed through corrective measures by RTAs. 

UBO Compliance: Prevents money laundering and ensures investor transparency. 

Inter-operable Platform Integration: Links with depositories and AMCs for efficiency. 
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LODR Investor Services: RTAs provide timely responses to shareholder queries. 

RTA Operational Standards: Must meet SEBI’s service turnaround time requirements. 

Cybersecurity Risk Management: QRTAs assess and mitigate cyber risks regularly. 

System Audit Documentation: RTAs maintain records of audit findings and actions. 

UBO Data Security: RTAs protect UBO information from unauthorized access. 
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Chapter 8 : Basics of Mutual Funds 

Mutual Funds: Collective investment vehicles pooling investor money for diversified investments. 

Advantages of Mutual Funds: Offer diversification, professional management, and liquidity. 

Open-Ended Funds: Allow continuous purchase and redemption of units at NAV. 

Close-Ended Funds: Fixed tenure with units traded on stock exchanges. 

Assets Under Management (AUM): Total market value of a mutual fund’s investments. 

Net Asset Value (NAV): Per-unit value of a fund’s assets minus liabilities. 

Total Expense Ratio (TER): Annual fees charged as a percentage of AUM. 

Diversification: Reduces risk by investing in a variety of assets. 

Professional Management: Fund managers make investment decisions for the fund. 

Liquidity: Open-ended funds allow redemption at NAV, enhancing investor flexibility. 

Economies of Scale: Lower transaction costs due to pooled investments. 

Transparency: Mutual funds disclose NAV, holdings, and expenses regularly. 

Regulatory Oversight: SEBI regulates mutual funds for investor protection. 

T30 Cities: Top 30 cities contributing significantly to mutual fund AUM. 

B30 Cities: Beyond top 30 cities, targeted for higher distributor commissions. 

Direct Plans: Mutual fund plans without distributor commissions, lower TER. 

Regular Plans: Include distributor commissions, higher TER than direct plans. 

NAV Calculation: (Total Assets - Total Liabilities) / Number of Units. 

TER Impact: Higher TER reduces investor returns over time. 

Mutual Fund Structure: Involves sponsors, trustees, AMC, and other service providers. 

Investor Access: Mutual funds are accessible to retail and institutional investors. 

Risk Diversification: Spreads investment risk across multiple securities. 
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Fund Objectives: Defined by investment goals like growth or income. 

Portfolio Management: Actively or passively managed based on fund strategy. 

Mutual Fund Types: Include equity, debt, hybrid, and solution-oriented funds. 

Investor Returns: Derived from capital gains and dividends or interest. 

AUM Growth: Reflects investor confidence and market performance. 

NAV Disclosure: Daily disclosure for open-ended funds, as per SEBI. 

TER Limits: SEBI caps TER based on AUM size and fund type. 

T30/B30 Incentives: Higher commissions for B30 cities to promote penetration. 

Direct Plan Benefits: Lower costs lead to higher returns for investors. 

Regular Plan Usage: Suitable for investors relying on distributor advice. 

Mutual Fund Risk: Varies by fund type, from low (debt) to high (equity). 

Investor Education: AMCs and RTAs promote awareness of mutual fund benefits. 

Fund Performance: Measured by returns compared to benchmarks. 

NAV Fluctuations: Affected by market movements of underlying assets. 

TER Components: Include management fees, marketing, and operational costs. 

AUM Reporting: AMCs report AUM monthly to AMFI and SEBI. 

Fund Categorization: SEBI defines categories like equity, debt, and hybrid. 

Investor Choice: Funds offer growth, dividend, or reinvestment options. 

Liquidity Risk: Close-ended funds may have lower liquidity than open-ended. 

Professional Expertise: Fund managers use research to optimize returns. 

Regulatory Compliance: Mutual funds adhere to SEBI’s disclosure and operational norms. 

T30/B30 Classification: Based on AMFI’s geographical segmentation of cities. 

Direct Plan Growth: Increasingly popular due to cost savings. 
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Regular Plan Distribution: Relies on intermediaries like banks and advisors. 

NAV Importance: Key metric for assessing fund performance and unit pricing. 

TER Transparency: Disclosed in scheme documents and monthly reports. 

Mutual Fund Accessibility: Available through AMCs, RTAs, and stock exchanges. 

Investor Protection: SEBI ensures fair practices and transparency in mutual funds. 

Fund Diversification: Reduces the impact of poor performance of individual securities. 
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Chapter 9 : Mutual Fund Structure and Constituents 

Sponsor: Establishes the mutual fund and appoints trustees. 

Trustees: Oversee fund operations to protect investor interests. 

Asset Management Company (AMC): Manages the fund’s investments and operations. 

Custodians: Hold and safeguard the fund’s securities and assets. 

Registrar and Transfer Agents (RTAs): Handle investor transactions and record-keeping. 

Depositories: Facilitate dematerialized holding and transfer of mutual fund units. 

Distributors: Market and sell mutual fund units to investors. 

SEBI Regulations: Govern mutual fund operations for transparency and investor protection. 

Sponsor Role: Provides initial capital and ensures fund setup. 

Trustee Responsibilities: Ensure compliance with SEBI and protect unitholders. 

AMC Functions: Include portfolio management, marketing, and investor servicing. 

Custodian Role: Ensures safe custody and settlement of securities. 

RTA Services: Include unit allotment, redemption, and statement issuance. 

Depository Interface: Enables electronic holding of mutual fund units. 

Distributor Role: Advises investors and facilitates fund subscriptions. 

Regulatory Compliance: AMCs and RTAs adhere to SEBI’s operational guidelines. 

Sponsor Eligibility: Must have a sound financial track record, as per SEBI. 

Trustee Oversight: Monitors AMC activities and ensures investor protection. 

AMC Licensing: Requires SEBI approval to operate as a fund manager. 

Custodian Standards: Must be SEBI-registered and maintain robust systems. 

RTA Efficiency: Enhances transaction processing and investor servicing. 

Depository Benefits: Reduces paperwork and ensures secure unit transfers. 
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Distributor Commissions: Paid through regular plans, impacting TER. 

SEBI Oversight: Ensures all constituents comply with regulatory norms. 

Sponsor Reputation: Critical for investor confidence in the mutual fund. 

Trustee Independence: Ensures impartial oversight of fund operations. 

AMC Expertise: Employs skilled fund managers for investment decisions. 

Custodian Security: Protects against theft or loss of fund assets. 

RTA Technology: Uses advanced systems for accurate transaction processing. 

Depository Compliance: Adheres to SEBI’s dematerialization guidelines. 

Distributor Networks: Include banks, financial advisors, and online platforms. 

Regulatory Reporting: AMCs and RTAs submit periodic reports to SEBI. 

Sponsor Liability: Bears responsibility for fund setup and initial compliance. 

Trustee Meetings: Regular meetings to review fund performance and compliance. 

AMC Accountability: Liable for investment decisions and operational errors. 

Custodian Settlement: Facilitates timely settlement of fund transactions. 

RTA Investor Support: Provides helpdesks and online portals for queries. 

Depository Integration: Links with RTAs for seamless unit management. 

Distributor KYC: Ensures distributors comply with investor KYC norms. 

SEBI Guidelines: Include norms for fund categorization and disclosures. 

Sponsor Financial Strength: Ensures ability to support fund operations. 

Trustee Reporting: Submits compliance reports to SEBI on fund activities. 

AMC Risk Management: Implements strategies to mitigate investment risks. 

Custodian Audits: Regular audits to ensure compliance and security. 

RTA Data Security: Protects investor data from unauthorized access. 
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Depository Efficiency: Speeds up unit transfers and reduces errors. 

Distributor Training: Required to understand fund products and regulations. 

Regulatory Updates: SEBI issues circulars to address evolving fund needs. 

Sponsor Role in Governance: Ensures ethical practices in fund management. 

Trustee Investor Protection: Acts as a safeguard against AMC mismanagement. 

AMC Performance Metrics: Evaluated based on fund returns and benchmarks. 

Custodian Infrastructure: Must support high-volume transaction processing. 
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Chapter 10 : Mutual Fund Products 

Product Differentiation: Mutual funds vary by investment objectives, risk, and asset class. 

Open-Ended Funds: Allow continuous investment and redemption at NAV. 

Close-Ended Funds: Fixed tenure, traded on exchanges at market prices. 

Interval Funds: Combine features of open and close-ended funds with periodic redemption. 

Direct Plans: Lower TER, no distributor commissions, suitable for self-directed investors. 

Regular Plans: Include distributor commissions, higher TER, for advised investors. 

Product Labelling: SEBI mandates risk-o-meter to indicate fund risk levels. 

Investment Objectives: Include growth, income, or capital preservation. 

Equity Schemes: Invest primarily in stocks for capital appreciation. 

Debt Schemes: Focus on fixed-income securities for stable returns. 

Hybrid Schemes: Combine equity and debt for balanced risk-return. 

Solution-Oriented Schemes: Target specific goals like retirement or education. 

Other Schemes: Include ETFs, index funds, and fund of funds. 

Product Creation Process: Involves SEBI approval, SID, and SAI preparation. 

Scheme Information Document (SID): Details fund objectives, risks, and costs. 

Statement of Additional Information (SAI): Provides AMC and sponsor details. 

Key Information Memorandum (KIM): Summarizes key scheme features for investors. 

Risk-o-meter: Visual representation of a scheme’s risk level, updated monthly. 

Equity Scheme Types: Include large-cap, mid-cap, small-cap, and sectoral funds. 

Debt Scheme Types: Include liquid, overnight, and corporate bond funds. 

Hybrid Scheme Types: Include balanced, aggressive, and conservative funds. 

Solution-Oriented Benefits: Tailored for long-term goals with lock-in periods. 
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ETF Features: Low-cost, exchange-traded funds tracking indices. 

Index Fund Features: Passively managed, low-cost, tracking market indices. 

Fund of Funds: Invest in other mutual funds for diversification. 

SEBI Categorization: Standardizes fund types for investor clarity. 

Product Approval: Requires SEBI review of SID and SAI before launch. 

Risk Disclosure: Funds must disclose risks in SID and marketing materials. 

Investment Strategy: Defines asset allocation and portfolio management approach. 

Large-Cap Funds: Invest in top 100 companies by market capitalization. 

Mid-Cap Funds: Invest in 101st to 250th companies by market capitalization. 

Small-Cap Funds: Invest in companies ranked 251st and below. 

Sectoral Funds: Focus on specific sectors like technology or banking. 

Liquid Funds: Invest in short-term debt for high liquidity and low risk. 

Overnight Funds: Invest in overnight securities for minimal risk. 

Corporate Bond Funds: Invest in high-quality corporate bonds. 

Balanced Hybrid Funds: Equal allocation to equity and debt for balanced risk. 

Aggressive Hybrid Funds: Higher equity allocation for growth-focused investors. 

Conservative Hybrid Funds: Higher debt allocation for stable returns. 

Retirement Funds: Solution-oriented funds with lock-in for retirement planning. 

Children’s Funds: Designed for education or child-related goals. 

ETF Liquidity: Traded like shares, offering intra-day trading flexibility. 

Index Fund Passivity: Tracks indices with minimal active management. 

Fund of Funds Risk: Includes risks of underlying funds and additional fees. 

SID Updates: Required for material changes in fund strategy or terms. 
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SAI Updates: Reflect changes in AMC or sponsor details. 

KIM Distribution: Mandatory for distributors to provide to investors. 

Risk-o-meter Updates: Monthly updates reflect changes in portfolio risk. 

Fund Categorization Benefits: Simplifies investor choice and comparison. 

Product Launch Process: Involves NFO, followed by continuous offer for open-ended funds. 

 
  

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Chapter 11 : Operational Concepts of Mutual Funds 

New Fund Offer (NFO): Initial subscription period for a new mutual fund scheme. 

Continuous Offer: Ongoing purchase and redemption in open-ended funds. 

Net Asset Value (NAV): Per-unit value of fund assets minus liabilities, calculated daily. 

Time Stamping: Records transaction time to determine applicable NAV. 

Cut-off Time: Deadline for transactions to receive same-day NAV. 

Segregated Portfolios: Separate portfolios for distressed assets to protect investors. 

Stock Exchange Transactions: Mutual funds can be bought/sold via exchange platforms. 

Dematerialized Units: Mutual fund units held in electronic form with depositories. 

Tax Computation Role: RTAs calculate capital gains and tax liabilities for investors. 

CBDT Reporting: RTAs report investor transactions to tax authorities. 

NFO Allotment: Units allotted within 5 days for most funds, 30 days for ELSS. 

NAV Calculation: (Total Assets - Total Liabilities) / Number of Units. 

Time Stamping Compliance: Ensures accurate NAV application for transactions. 

Cut-off Time Rules: Vary by fund type (e.g., liquid funds have earlier cut-offs). 

Segregated Portfolio Creation: Triggered by credit events like downgrades. 

Stock Exchange Platforms: Facilitate mutual fund transactions with real-time pricing. 

Demat Account Benefits: Simplifies holding and transfer of mutual fund units. 

Tax Reporting: RTAs provide capital gains statements for tax filing. 

CBDT Compliance: Includes reporting of dividends and redemptions. 

NFO Proceeds: Used for investments as per the scheme’s objectives. 

Continuous Offer Access: Available through AMCs, RTAs, and exchanges. 

NAV Disclosure: Daily for open-ended funds, as mandated by SEBI. 
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Time Stamping Systems: RTAs use electronic systems for accurate recording. 

Cut-off Time Variations: Liquid funds have stricter cut-offs than equity funds. 

Segregated Portfolio NAV: Calculated separately for main and segregated portfolios. 

Exchange Platform Benefits: Enhances accessibility for retail investors. 

Demat Unit Transfer: Facilitates seamless transfer to nominees or heirs. 

Tax Computation Process: Involves calculating short-term and long-term capital gains. 

CBDT Reporting Frequency: Periodic submission of transaction data. 

NFO Closure: Marks the end of the initial subscription period. 

Continuous Offer Flexibility: Allows investors to enter/exit at any time. 

NAV Fluctuations: Driven by market movements of underlying assets. 

Time Stamping Accuracy: Critical for fair NAV allocation to investors. 

Cut-off Time Adherence: Ensures compliance with SEBI’s NAV applicability rules. 

Segregated Portfolio Disclosure: AMCs must disclose details to investors. 

Exchange Platform Integration: Links with depositories and RTAs for efficiency. 

Demat Unit Nomination: Follows depository participant nomination details. 

Tax Computation Accuracy: RTAs ensure precise tax calculations for compliance. 

CBDT Reporting Standards: Follow Income Tax Act guidelines for reporting. 

NFO Timelines: SEBI mandates prompt unit allotment post-NFO. 

Continuous Offer Liquidity: Open-ended funds offer high redemption flexibility. 

NAV Components: Include market value of securities, cash, and accrued income. 

Time Stamping Technology: Uses synchronized clocks for transaction accuracy. 

Cut-off Time Exceptions: Special provisions for liquid and overnight funds. 

Segregated Portfolio Benefits: Protects investor value from distressed assets. 
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Exchange Platform Fees: May include transaction charges by brokers. 

Demat Unit Security: Ensures safe custody with depositories. 

Tax Computation Tools: RTAs use software for accurate tax calculations. 

CBDT Reporting Deadlines: Adhere to tax authority timelines for submissions. 

Operational Efficiency: RTAs streamline mutual fund transaction processes. 
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Chapter 12 : Investors in Mutual Funds 

Individual Investors: Retail investors, including minors, investing for personal goals. 

Institutional Investors: Entities like banks, corporates, and trusts with large investments. 

KYC Norms: Mandatory for all investors to comply with SEBI regulations. 

PAN Requirement: Compulsory for redemptions, except for micro-SIPs up to Rs. 50,000. 

eKYC Process: Online KYC verification using Aadhaar or other documents. 

KRA Role: KYC Registration Agencies validate and store investor KYC data. 

cKYCR: Central KYC Registry for unified KYC across financial institutions. 

Nomination Facility: Allows investors to appoint nominees for unit transmission. 

Power of Attorney (PoA): Enables authorized persons to transact on behalf of investors. 

FATCA/CRS Compliance: Ensures reporting of foreign accounts to tax authorities. 

Investor Documentation: Includes PAN, KYC, and bank details for folio creation. 

Micro-SIPs: SIPs up to Rs. 50,000 annually, exempt from PAN requirement. 

PEKRN: PAN Exempt KYC Reference Number issued by KRAs. 

Nomination Rules: Mandatory for single holders, optional for joint accounts. 

PoA Registration: Requires notarized PoA document and KYC of PoA holder. 

FATCA Reporting: AMCs/RTAs report foreign investor details to CBDT. 

Individual Investor Goals: Include wealth creation, retirement, or education funding. 

Institutional Investor Goals: Focus on portfolio diversification and returns. 

KYC Verification: Involves identity, address, and financial details checks. 

PAN Exemption: Applies to Sikkim residents and certain exempt entities. 

eKYC Benefits: Simplifies KYC process with digital authentication. 

KRA Integration: Enables KYC data sharing across mutual funds. 
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cKYCR Benefits: Reduces redundant KYC processes for investors. 

Nomination Process: Requires nominee details like PAN or Aadhaar. 

PoA Cancellation: Done via a letter to the AMC or RTA. 

FATCA/CRS Scope: Covers non-resident and foreign account holders. 

Investor Charter: SEBI-mandated framework for investor rights and services. 

Centralised Demise Reporting: Mechanism for reporting investor death to RTAs. 

KYC Updation: Investors update KYC through KRAs or intermediaries. 

PAN Validation: RTAs verify PAN against Income Tax database. 

Nomination Benefits: Simplifies unit transmission upon investor demise. 

PoA Transactions: PoA holder can perform financial and non-financial transactions. 

FATCA/CRS Deadlines: Periodic reporting to comply with global tax norms. 

Investor Categories: Include resident individuals, NRIs, and institutions. 

KYC Documentation: Includes Aadhaar, passport, or voter ID for verification. 

PAN Exemption Limit: Rs. 50,000 for micro-SIPs and lump-sum investments. 

eKYC Authentication: Uses Aadhaar-based e-sign or 2FA for validation. 

KRA Responsibilities: Maintain and update investor KYC records. 

cKYCR Access: AMCs/RTAs access centralized KYC data for compliance. 

Nomination Limits: Up to 10 nominees can be appointed per folio. 

PoA Holder Restrictions: Cannot appoint nominees on behalf of investors. 

FATCA/CRS Penalties: Non-compliance leads to regulatory penalties. 

Investor Charter Disclosure: AMCs/RTAs publish service standards and complaints. 

Demise Reporting Process: Requires death certificate and claimant KYC. 

KYC Compliance Status: Must be “KYC complied” for transactions. 
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PAN Updation: Requires self-attested PAN copy and signature validation. 

Nomination Updates: Reflected as non-financial transactions in statements. 

PoA Documentation: Includes PAN, KYC, and notarized PoA document. 

FATCA/CRS Data: Includes investor’s tax residency and account details. 

Investor Rights: Include timely services and grievance redressal. 

Centralised Mechanism Benefits: Streamlines transmission for nominees/legal heirs. 
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Chapter 13 : Banking Operations in Mutual Funds 

Payment Mechanisms: Include NEFT, RTGS, UPI, and cheques for transactions. 

Third Party Verification (TPV): Verifies payments to prevent fraud. 

Valid Account Payment: Ensures payouts to registered bank accounts only. 

Bank Accounts: Mutual funds maintain separate accounts for schemes and dividends. 

Electronic Clearing Mechanisms: Include ECS, NEFT, and IMPS for efficient payouts. 

RTA Role: RTAs manage banking operations like payment processing and verification. 

NEFT/RTGS: Used for high-value and real-time fund transfers. 

UPI Transactions: Enable quick and secure small-value payments. 

Cheque Payments: Used for investors without electronic banking facilities. 

TPV Process: Involves bank confirmation of payment authenticity. 

Bank Account Types: Include scheme accounts, dividend accounts, and redemption accounts. 

ECS Benefits: Automates recurring payments like SIPs and dividends. 

IMPS Usage: Facilitates instant transfers for urgent transactions. 

RTA Payment Verification: Ensures compliance with SEBI’s payment norms. 

Payment Security: RTAs use encryption and secure channels for transactions. 

Bank Account Updates: RTAs process changes in investor bank details. 

Electronic Clearing Efficiency: Reduces transaction time and errors. 

TPV Compliance: Mandatory for high-value transactions to prevent fraud. 

Valid Account Rules: Payouts only to KYC-compliant registered accounts. 

RTA Banking Integration: Links with banks for seamless fund transfers. 

NEFT Timelines: Adhere to RBI’s settlement cycles for transfers. 

RTGS Limits: Suitable for transactions above Rs. 2 lakhs. 
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UPI Popularity: Increasingly used for retail investor transactions. 

Cheque Processing: Involves physical verification and longer timelines. 

TPV Documentation: Requires bank statements or cancelled cheques. 

Bank Account Security: Protected against unauthorized access by RTAs. 

ECS Mandates: Investors provide mandates for automated SIP deductions. 

IMPS Benefits: Offers 24/7 transaction availability. 

RTA Payment Tracking: Monitors payment status for investor transparency. 

Payment Reconciliation: RTAs reconcile payments with bank records. 

NEFT/RTGS Charges: May apply depending on bank policies. 

UPI Integration: Supported by RTAs for modern payment systems. 

Cheque Validation: RTAs verify cheque details for authenticity. 

TPV Risk Mitigation: Prevents unauthorized or fraudulent payments. 

Bank Account Registration: Requires KYC and cancelled cheque for validation. 

Electronic Clearing Standards: Follow RBI and SEBI guidelines. 

RTA Payment Reports: Submitted to AMCs and regulators for compliance. 

Payment Timelines: SEBI mandates prompt processing of redemption payouts. 

Bank Account Types: Segregated for operational and investor transactions. 

ECS Automation: Reduces manual intervention in payment processes. 

IMPS Security: Uses two-factor authentication for safe transfers. 

RTA Banking Technology: Employs advanced systems for payment efficiency. 

Payment Error Handling: RTAs resolve discrepancies in transactions. 

NEFT/RTGS Access: Available through all major banks in India. 

UPI Transaction Limits: Suitable for smaller investment amounts. 
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Cheque Clearance: Subject to banking system timelines. 

TPV Verification Process: Involves contacting banks for payment confirmation. 

Bank Account Compliance: Must align with investor KYC and PAN details. 

Electronic Clearing Benefits: Enhances speed and reliability of transactions. 

RTA Payment Oversight: Ensures adherence to regulatory payment norms. 
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Chapter 14 : Financial Transactions 

Application Form: Used for initial investments in mutual fund schemes. 

Transaction Slip: Used for additional purchases, redemptions, or switches. 

Purchase Transactions: Involve buying mutual fund units at the applicable NAV. 

Redemption Transactions: Selling units back to the fund at NAV. 

IDCW Payouts: Income Distribution cum Capital Withdrawal, paid or reinvested. 

Account Statements: Issued by RTAs detailing investor holdings and transactions. 

Consolidated Account Statement (CAS): Summarizes holdings across all mutual funds. 

Entry Load: Fees charged on purchase, currently abolished by SEBI. 

Exit Load: Fees on redemption, varying by scheme and holding period. 

Switch Transactions: Moving units between schemes within the same AMC. 

Systematic Transactions: Include SIPs, SWPs, and STPs for automated investing. 

SIP: Systematic Investment Plan for regular, fixed investments. 

SWP: Systematic Withdrawal Plan for regular redemptions. 

STP: Systematic Transfer Plan for transferring units between schemes. 

Transaction Timelines: SEBI mandates specific turnaround times for transactions. 

RTA Commission Role: Calculates and disburses distributor commissions. 

Purchase NAV: Determined by cut-off time and transaction amount. 

Redemption Payouts: Processed within 3 working days, as per SEBI. 

IDCW Options: Include payout, reinvestment, or transfer to another scheme. 

CAS Frequency: Monthly for active folios, semi-annually for inactive ones. 

Entry Load Ban: SEBI eliminated entry loads to reduce investor costs. 

Exit Load Structure: Varies by fund type and holding duration. 
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Switch Process: Requires transaction slip or online request with folio details. 

SIP Benefits: Encourages disciplined investing and rupee cost averaging. 

SWP Usage: Provides regular income for investors. 

STP Flexibility: Allows portfolio rebalancing within AMC schemes. 

Transaction Verification: RTAs verify investor details for authenticity. 

Commission Calculation: Based on AUM and distributor agreements. 

Purchase Processing: RTAs allot units post-payment verification. 

Redemption Processing: Ensures payouts to registered bank accounts. 

IDCW Reinvestment: Increases unit holdings instead of cash payout. 

CAS Benefits: Provides a consolidated view of investor portfolios. 

Exit Load Impact: Reduces redemption proceeds if applied. 

Switch Restrictions: Limited to schemes within the same AMC. 

SIP Registration: Requires mandate for automated bank deductions. 

SWP Customization: Investors can set withdrawal amounts and frequency. 

STP Types: Include fixed and capital appreciation-based transfers. 

Transaction Cut-off Times: Determine applicable NAV for purchases/redemptions. 

RTA Commission Payments: Disbursed to distributors as per SEBI norms. 

Purchase Documentation: Includes application form, KYC, and payment proof. 

Redemption Documentation: Requires transaction slip and KYC compliance. 

IDCW Declaration: Announced by AMCs, processed by RTAs. 

CAS Issuance: Sent via email or post, as per investor preference. 

Exit Load Disclosure: Mentioned in SID and transaction statements. 

Switch Benefits: Enables portfolio realignment without tax implications. 
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SIP Automation: Reduces manual intervention in regular investments. 

SWP Tax Implications: Treated as redemptions for tax purposes. 

STP Tax Implications: May trigger capital gains depending on transfer type. 

Transaction Tracking: RTAs provide status updates via SMS/email. 

Commission Transparency: Disclosed in scheme documents and CAS. 
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Chapter 15 : Non-Financial Transactions 

Change in Name: Requires notarized documents like marriage certificate or gazette notification. 

Change of Address: Needs proof of new address and KYC updation. 

Change of Bank Details: Requires cancelled cheque and KYC compliance. 

Change in Other Details: Includes email, mobile, or PAN updates. 

Minor to Major: Involves updating KYC, PAN, and bank details upon attaining majority. 

Power of Attorney (PoA): Allows authorized persons to transact on behalf of investors. 

Nomination Registration: Appoints nominees for unit transmission upon demise. 

Pledge and Lien Marking: Units offered as collateral for loans, requiring lender NOC. 

Transmission of Units: Transfers units to nominees or legal heirs upon investor death. 

Change in Option: Switching between payout and reinvestment IDCW options. 

Change in Corporate Name: Requires ROC certificate for name/status changes. 

Change in Authorised Signatories: Needs board resolution and new signatory details. 

Investor Grievance Redressal: Handled through RTA, AMC, or SEBI’s SCORES. 

Value Added Services: Include CAS, capital gains, and ELSS statements. 

Transaction Timelines: SEBI mandates 15-21 days for non-financial transactions. 

MITRA Platform: Helps investors trace inactive or unclaimed folios. 

Name Change Process: Involves submitting legal documents to RTA. 

Address Update: Requires proof like Aadhaar or utility bill. 

Bank Detail Update: Needs cancelled cheque with claimant’s name. 

PAN Updation: Requires self-attested PAN copy and signature validation. 

Minor to Major Process: Stops transactions until KYC and PAN are updated. 

PoA Registration: Needs notarized PoA document and KYC of PoA holder. 

https://modelexam.in/nism-exams/nism-mock-test.html
https://whatsapp.com/channel/0029Va50n2ZInlqUXo0KBy33
https://t.me/modelexam


modelexam.in  Online Mock Tests for NISM, IIBF & Insurance Institute of India 

=========================================================================================== 

 ____________________________________________________________________________________________     

Latest Updates on NISM Exams – Join our Whatsapp Channel  & Telegram Group - https://t.me/modelexam 

Nomination Rules: Mandatory for single holders, optional for joint accounts. 

Pledge Process: Requires letter to RTA specifying folio and units. 

Transmission Documents: Include death certificate, KYC, and claimant PAN. 

Option Change Impact: No financial implication as NAV remains the same. 

Corporate Name Change: Requires ROC certificate and board authorization. 

Authorised Signatory Update: Needs board resolution and specimen signatures. 

Grievance Redressal Channels: Include RTA helpdesk, AMC, and SCORES. 

CAS Issuance: Provides consolidated portfolio details across mutual funds. 

Capital Gains Statements: Help investors with tax planning and filing. 

ELSS Statements: Track tax-saving investments for compliance. 

Unrealized Gains Report: Assists in assessing tax implications of redemptions. 

Grandfathered Equity Schemes: Report NAV as of January 31, 2018, for tax purposes. 

Portfolio Valuation: Helps investors understand net worth and asset allocation. 

Name Change TAT: Processed within 21 days, as per SEBI. 

Address Change TAT: Completed within 15 days with proper documentation. 

Bank Detail Change TAT: Processed within 15 days with KYC compliance. 

PAN Update Process: Validates signature against RTA records. 

Minor to Major KYC: Requires new PAN and KYC with KRA. 

PoA Cancellation: Done via letter to AMC or RTA. 

Nomination Updates: Reflected in account statements as non-financial transactions. 

Pledge Removal: Requires lender’s NOC to release units. 

Transmission Process: Simplified for nominees and joint holders. 

Option Change Request: Submitted via transaction slip or letter. 
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Corporate Status Change: Involves updating AMC records with new details. 

Signatory Change Validation: Ensures authorized transactions by new signatories. 

Grievance Redressal TAT: Resolved within 21 days, as per SEBI. 

MITRA Benefits: Enhances transparency in tracing unclaimed investments. 

Value Added Services Access: Available through RTA portals and statements. 

Non-Financial Transaction Signatures: Required as per mode of holding. 

Transmission Ease: SEBI mandates image-based processing for efficiency. 

Investor Charter Compliance: RTAs adhere to SEBI’s service standards. 
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Important Formulas 

Dividend Yield: Dividend per Share / Market Price of Share 

Current Yield: Annual Coupon Payment / Market Price of Bond 

Yield to Maturity (YTM): Rate equating discounted cash flows to bond price 

Net Asset Value (NAV): (Total Assets - Total Liabilities) / Number of Units 

Total Expense Ratio (TER): Annual Expenses / Average AUM 

Dividend Payout: Face Value × Dividend Percentage 

Share Premium: Issue Price - Face Value 

Bonus Issue Ratio: Number of Bonus Shares / Number of Existing Shares 

Stock Split Ratio: New Number of Shares / Original Number of Shares 

Consolidated Account Statement (CAS) Value: Sum of (Units × NAV) across schemes 
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IMPORTANT NOTE : 

 

1. Attend ALL Questions. 

2. For the questions you don’t know the right answer – Try to eliminate the wrong answers and take a guess 

on the remaining answers. 

3. DO NOT MEMORISE the questions & answers. It’s not the right to way to prepare for any 

    NISM exam. Good understanding of Concepts is essential. 
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