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¢ Enployee 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
F&E 1 requirements. Candidates must be familiar with Form U4 and Form U5, as well as reporting obligations for
outside business activities and political contributions.

¢ Understanding Products and Their Risks: This section of the exam measures the skills of Investment

Analysts and examines different financial products and associated risks. Candidates must understand equity
FRE2 securities, including common stock, as well as debt instruments such as Treasury securities and mortgage-
backed securities.

¢ 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
F&E3 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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i =8 #201
Trades that settle within the period preset by regulators of the particular market are considered to have which of the following types
of settlement?

A. Cash
B. Next day
C. Regular way

D. Rolling
BER: C
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"Regular way" settlement refers to the standard settlement cycle for securities transactions, which is T+2 for most stocks and bonds.
This timeline is set by regulators to ensure orderly processing of trades.

* D is correctbecause regular way settlement follows the preset T+2 cycle.

* Als incorrect because cash settlement occurs the same day as the trade.

* Bis not a recognized term for settlement types.

* Cis incorrect because next-day settlement applies only to specific securities (e.g., Treasury securities).

R #202

A customer and his two brothers want to Invest $30,000 to start an equity portfolio. Two of the brothers will Invest $7,500 each,
and the other brother will nvest S15,000 to start the account. In the event of death, each of them agrees that the assets should be
passed on to their heirs proportionately. Which of the following types of accounts should the registered representative reconmend to
the customers?

e A Joint tenants in common

¢ B. Transfer-on-death (TOD)

e C. Joint tenants with right of survivorship (JTWROS)
e D. Tenants by the entirety

ER: A

R & #203
Which of the following rates is the interest rate at which banks borrow and lend to each other on an overnight basis?

A. Federal funds rate
B. LIBOR

C. Discount rate

D. Prine rate

BEE: A
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Step by Step Explanation:

* Federal Funds Rate: The rate at which depository institutions lend reserves to each other overnight. It is set by the Federal Open
Market Committee (FOMC).

* Other Rates:

* Prime Rate: Rate banks charge their most creditworthy customers.

* Discount Rate: Rate the Federal Reserve charges banks for borrowing directly from .

* LIBOR: Interbank lending rate used internationally, now being phased out.

References:

* Federal Reserve Explanation of Rates: Federal Funds Rate.

PR #204
Under SEC Regulation A, which of the following market participants, if deemed to be a bad actor, will disqualify the offering from



reliance on this regjstration exenption?

A. Underwriter

B. Clearing corporation
C. Custodian

D. Transfer agent

BER: A

R -

SEC Regulation A provides a regjstration exemption for smaller public offerings but includes a "bad actor" disqualification. If certain
key parties, such as the issuer, underwriter, or affiliates, have been involved in securities violations, the exemption is forfeited.

* B is correctbecause underwriters are considered essential participants, and their status as bad actors disqualifies the offering.

* A,C, andDare incorrect because custodians, transfer agents, and clearing corporations are not included in the "bad actor"
provisions of Regulation A.

i =8 #205
An associated person at a member firmreceives a complaint froma customer involving allegations of forgery.
Once the complaint is received, which of the following actions is required?

A. The member firm must report the event promptly to FINRA.

B. The member firm must complete arbitration to resolve the complaint with the customer before filing a report with FINRA.
C. The menber firm is not required to report the event to FINRA but must maintain a file of the complaint for four years.

D. The member firm nust have a principal review the complaint and determine if the forgery occurred before filing a report
with FINRA.

ER: A
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Step by Step Explanation:

* FINRA Rule 4530: Requires member firms to report certain events, including allegations of forgery, to FINRA promptly.
* Incorrect Options:

* Option B: Maintaining a record does not substitute for required reporting.

* Option C: Arbitration isn't required before reporting,

* Option D: Reporting is mandatory irrespective of internal investigations.

FINRA Rule 4530 (Reporting Requirements): FINRA Rule 4530.
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