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FINRA Securities Industry Essentials Exam (SIE) 58 & SIE & 5% 5 /8 (Q248-
Q253):

H A #248
A bond with a par value of $1,000 that is backed by the taxing power of a local government is known as:

e A Arevenue bond

¢ B. A general obligation (GO) bond
¢ C. A corporate bond

¢ D. A Treasury bond

IEf#: B

TR

Step by Step Explanation:

* General Obligation (GO) Bonds: Backed by the full faith and credit of the issuing municipality, relying on its taxing power for
repayment.

* Revenue Bonds: Supported by revenues froma specific project or source.

* Treasury Bonds: Issued by the federal government.

* Corporate Bonds: Issued by corporations, not municipalities.

SEC Municipal Bond Guide: SEC GO Bonds.

R #249
An investor holds 1,000 shares of a stock with a total cost basis of $5,000 in his account when a 1-for-5 reverse stock split is
announced. What will be the nvestor's total cost basis after the payable date of the reverse split?


https://www.jptestking.com/SIE-exam.html

A. $2,500
B. $25,000
C. $5,000
D. $1,000

Ef: C
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Step by Step Explanation:

* Cost Basis in Reverse Split: The total cost basis remains unchanged in a reverse stock split. Only the number of shares and price
per share adjust.

* Pre-Split: 1,000 shares at $5 each = $5,000.

* Post-Split: 200 shares at $25 each = $5,000.

* Incorrect Options:

* A, B, and D: Do not reflect the unchanged total cost basis.

IRS Guidance on Stock Splits: IRS Stock Split Info.

M #250
Which of the following assets in an account must a broker-dealer maintain physical possession or control of unless there is an
exemption?

A. Fully paid-for and excess margin securities in the account
B. Fully paid-for securities in the account only

C. All securities in the account

D. The entire brokerage account

EM: A
W

Broker-dealers are subject to customer protection requirements that include the obligation to maintain physical possession or control
of certain custormer securities. Specifically, firms generally must maintain possession or control of fully paid-for securities and excess
margin securities (unless an exemption applies).

That is why D is correct. The concept is investor protection: ensuring that customer securities are safeguarded and readily available,
rather than being improperly used by the firm or exposed to unnecessary risk.

"Fully paid-for" securities are securities that a customer has paid for in full and therefore should not be encumbered by the firm
"Excess margin" securities are those with a market value greater than what is necessary to support the customer's margin debit.
Because these securities represent customer property beyond what is needed as collateral, regulators require heightened safeguards-
possession or control-so the firm cannot freely rehypothecate or otherwise misuse them beyond permitted limits.

Choice A is too broad; while many securities are protected, not all securities in an account fall under the same possession-or-control
requirenment in the same way, especially when margin collateral rules allow certain use within limits. Choice B is nonsensical because
"the entire brokerage account" is not an asset and cannot be physically possessed. Choice C is incomplete because it ignores the
"excess margin securities” component, which is explicitly included in the standard phrasing of this requirement.

For SIE purposes, this is tested as part of custody/safeguarding rules, customer protection concepts, and firm obligations relating to
holding customer assets.

HH #251
A registered representative (RR) intends to enter into an arrangement for compensation with an unaffiliated entity to participate in the
sale of promissory notes to the general public. Which of'the following statements is true?

A. The RR is required to notify his firm regarding this arrangement if compensation received is directly related to transactions.
B. This is a permissible arrangement, and the RR is only required to notify his firm

C. The RR is not required to provide prior notice to his firm as promissory notes are not considered securities.

D. The RR nmust receive written approval from his firm prior to entering into this arrangement.

IEf#: D
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Step by Step Explanation:



* Private Securities Transactions: Under FINRA Rule 3280, RRs must obtain written approval from their employing firm before
participating in the sale of securities outside the firm

* Promissory Notes: These are typically considered securities, requiring prior approval.

* Incorrect Options:

* A & C: Notification alone is insufficient; written approval is required.

* D: Promissory notes are generally treated as securities under federal law.

References:

* FINRA Rule 3280 (Private Securities Transactions): FINRA Rule 3280.

HH #252
Which of the following statements describes a characteristic of Treasury securities?

A. They are liquid.

B. They are callable.

C. They are FDIC-insured.

D. They are issued by the U.S. government with a high amount of defauilt risk.

EfE: A

A -

Treasury securities are among the most liquid investments, as they are backed by the U.S. government and trade actively in large
volummes.

* A'is correctbecause Treasuries are highly liquid, making them easy to buy and sell

* Bis incorrect because most Treasury securities are not callable.

* Cis incorrect because FDIC insurance applies to bank deposits, not Treasuries.

* Dis ncorrect because U.S. government securities have negligible default risk.
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