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¢ Regulatory Entities, Agencies, and Market Participants: This section of the exam measures the skills of
Financial Regulatory Analysts and covers the structure, authority, and jurisdiction of key regulatory bodies
overseeing financial markets. The SEC's role in enforcing securities regulations is assessed, along with the
FH1 authority of self-regulatory organizations such as FINRA and MSRB. Candidates must also understand the
functions of other financial regulators, including the Department of the Treasury and state regulatory
agencies. One key skill evaluated is identifying the jurisdictional scope of different financial regulators.
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o Market Structure: This section of the exam measures the skills of Equity Market Specialists and covers the

classification of financial markets, including the primary, secondary, third, and fourth markets. Candidates
=x2 must demonstrate knowledge of electronic trading, over-the-counter (OTC) markets, and physical
exchanges. One specific skill tested is differentiating between various market types and their operational
mechanisis.

¢ Overview of the Regulatory Framework: This section of the exam measures the skills of Compliance
Officers and evaluates knowledge of self-regulatory organization (SRO) requirements, including registration

FH 3 and continuing education for associated persons. Candidates must understand the distinction between

registered and non-registered individuals and the requirements for maintaining industry qualifications.

¢ Employee Conduct and Reportable Events: This section of the exam measures the skills of Financial

Compliance Specialists and covers regulatory expectations regarding employee conduct and disclosure
A 4 requirements. Candidates must be familiar with Form U4 and Form US, as well as reporting obligations for
outside business activities and political contributions.
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HEE #153
An investor sells shares of a closed-end find at the market. Which of the following responses best describes the net proceeds to be
received?

A. Net asset value (NAV)

B. NAV less any redenption fee

C. Public offering price (POP) less any redemption fee
D. Bid price less any commission

HE: D

Y.

Step by Step Explanation:

* Closed-End Funds: Trade on exchanges like stocks, and the nvestor receives the bid price (market price) minus any applicable
ComMssions.

* Incorrect Options:

* A & B:NAYV applies to open-end mutual funds, not closed-end funds.

* D: POP applies to initial sales of mutual fund shares.

SEC Guidance on Closed-End Funds: SEC Closed-End Funds.

HAE #154
Which of the following account registration types is subject to probate upon the death of the account owner?

A. Joint tenants with right of survivorship (JTWROS)
B. Transfer-on-death (TOD)

C. Irrevocable trust

D. Individual

He: D

MH.
Accounts held individually are subject to probate, which is the legal process of administering the decedent's estate. Probate
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determines the distribution of assets according to the deceased's will or state intestacy laws.

* A'is correct because individual accounts require probate to transfer assets.

* B is incorrect because irrevocable trusts bypass probate.

* C is incorrect because TOD accounts allow direct transfer of assets to named beneficiaries without probate.
* D is incorrect because JTWROS accounts transfer ownership to the surviving account holder automatically.
Reference: SIE Study Guide, Chapter 9: Account Ownership and Beneficiary Designations

HEE #155
‘Which of the following statements is true with regard to SIPC and FDIC?

A. Securities held at broker-dealers are covered by the FDIC and are not covered by SIPC.
B. SIPC coverage is only for securities, and FDIC coverage is only for cash.

C. SIPC protects brokerage accounts, and FDIC protects bank deposits.

D. Money market mutual funds are covered by the FDIC and are not covered by SIPC.

HE: C

MY

Step by Step Explanation:

* SIPC Coverage: Protects customers of brokerage firms against the loss of securities and cash due to broker-dealer insolvency, but
it does not protect against market losses.

* FDIC Coverage: Protects bank deposits (checking, savings, CDs) up to $250,000 per depositor, per institution.

* Incorrect Options:

* A: SIPC covers both securities and cash held at brokerage firms (within limits).

* C & D: Money market mutual finds are not FDIC insured, and securities are not covered by the FDIC.

SIPC Overview: SIPC Coverage.
FDIC Insurance: FDIC Coverage.

EE #156
Which of the following products is redeemable at net asset value (NAV)?

A. Municipal bonds

B. Corporate stock

C. Options contracts

D. Open-end mutual funds

He. D

ME:

Open-end mutual funds are redeemable securities, meaning investors can sell their shares back to the fund at the NAV.
* D is correct because mutual funds allow redemption at NAV.

* A, B, and C are not redeemable securities.

Reference: Investment Company Act of 1940, Section 2(a)(32)

AE #157
A customer holds 1,000 shares of Company XYZ and wants to sell covered calls against this position. What is the maximum number
of contracts that the customer could sell and still remain covered?

A. 10 contracts

B. 100 contracts
C. 5 contracts

D. 1,000 contracts

HE:. A

Y.
Each option contract represents 100 shares. A covered call involves selling a call option while holding an equivalent number of



shares to deliver if the option is exercised.

The customer owns 1,000 shares.

Since 1 contract = 100 shares, the maximum number of contracts the customer can sell is:1,000 shares + 100 shares/contract = 10
contracts.

B is correct because selling 10 contracts corresponds to 1,000 shares, fully covering the position.

Reference: SIE Study Guide, Chapter 8: Options Strategies
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