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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. Who are considered "fiduciaries" under FINRA Rule 2060?
A. Only institutional investors
B. Specific types such as transfer agents and trustees
C. All registered representatives
D. Only financial analysts

2. What is the days counting methodology for Treasury bonds?
A. 30/360
B. Actual days/365 days per year
C. 360/365
D. 30/365

3. Which component makes up a percentage of the underwriting spread?
A. Manager's fee
B. Dividends
C. Interest payments
D. Retention fees

4. How is the value derived from unregistered stock sales under Rule 144A?
A. No holding period requirement
B. Requires a six-month holding period
C. Only available to public companies
D. Limited to accredited investors

5. Which group must file a Schedule 14D-9?
A. The acquirer
B. The target company
C. Shareholders
D. The SEC

6. When is a conflict of interest deemed to occur for an issuer?
A. When the issuer is a non-profit entity
B. When the issuer intends to go public
C. When the issuer is a broker-dealer or closely associated
D. When the issuer has raised more than $1 million
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7. Where do most bond transactions typically take place?
A. Centralized stock exchange
B. Directly with the company
C. Decentralized over-the-counter markets
D. In investment banks only

8. What is the primary purpose of an annual compliance meeting?
A. To assess employee performance
B. To ensure compliance with laws and regulations
C. To introduce new products
D. To evaluate investment strategies

9. What is the restriction on the use of a new issue to cover a short position?
A. Within 5 business days after the sale
B. Within 5 business days prior to pricing a follow-on
C. At any time during the offering process
D. Only during the 10 days after pricing

10. When must a recorded road show first be made available to investors?
A. Before the first use date
B. At the time of the offering
C. After the first use date
D. During the initial trade of the securities
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Answers
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1. B
2. B
3. A
4. A
5. B
6. C
7. C
8. B
9. B
10. A
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Explanations
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1. Who are considered "fiduciaries" under FINRA Rule 2060?
A. Only institutional investors
B. Specific types such as transfer agents and trustees
C. All registered representatives
D. Only financial analysts

The correct answer highlights that specific roles within the financial industry, such as transfer agents and
trustees, are considered fiduciaries under FINRA Rule 2060. A fiduciary is someone who has a legal and ethical
obligation to act in the best interest of another party. In this context, fiduciaries must prioritize their clients’
interests above their own when providing investment advice or managing assets.  Transfer agents and trustees
play significant roles in handling and safeguarding client assets, thereby placing them in positions where the
fiduciary duty is paramount. These professionals must ensure the accurate processing of transactions and the
proper oversight of trust assets, which underscores their obligation to act in clients' best interests.  The other
options, such as institutional investors, all registered representatives, and financial analysts, do not capture the
specific fiduciary responsibilities outlined in the rule. Institutional investors, while influential in the markets, do
not inherently have the fiduciary status unless they meet the criteria set forth for those specific functions like
trustees or transfer agents. Registered representatives and financial analysts may offer advice but do not
automatically hold fiduciary status solely by virtue of their titles or roles unless they engage in fiduciary conduct
or are otherwise designated as fiduciaries.

2. What is the days counting methodology for Treasury bonds?
A. 30/360
B. Actual days/365 days per year
C. 360/365
D. 30/365

The days counting methodology for Treasury bonds is based on the Actual/Actual method, which means that the
actual number of days between coupon payment dates is counted, and a year is considered to have 365 days, or
366 days in a leap year. This method provides a precise way to calculate interest accrual based on the actual
time that has elapsed since the last coupon payment.   Using Actual/Actual allows for accurate interest
calculations that reflect the calendar, which is particularly important for fixed-income securities like Treasury
bonds where interest payments are predictable and regular. This method ensures that payments reflect the true
time interval between coupon payments, making it more accurate than simplified methods that assume a
constant number of days per month.   Other methodologies, such as 30/360, involve more assumptions that can
lead to less accuracy in interest calculations, meaning they are not suitable for Treasury bonds, which rely on
actual time.

Sample study guide, visit https://finraseries79.examzify.com
for the full version with hundreds of practice questions 11

SAMPLE



3. Which component makes up a percentage of the underwriting spread?
A. Manager's fee
B. Dividends
C. Interest payments
D. Retention fees

The underwriting spread is the difference between what the underwriting syndicate pays the issuing company for
its securities and what it charges the public investors for the same securities. This spread typically consists of
several components, one of which is the manager's fee. The manager's fee is the portion of the underwriting
spread paid to the underwriter that takes on the primary responsibility for managing the underwriting process. 
The manager's fee compensates the lead underwriter for coordinating the offering, marketing the securities, and
negotiating with the issuer. This fee is essential for covering the costs and efforts involved in bringing the
securities to market.  Other options such as dividends, interest payments, and retention fees do not constitute a
portion of the underwriting spread. Dividends are payments made to shareholders and are not related to the
spread. Interest payments pertain to bond issuances, relating to the borrower’s obligation rather than to the
underwriting profits. Retention fees are often associated with compensating financial advisors or issuing parties,
but they do not form part of the underwriting spread as defined in this context.

4. How is the value derived from unregistered stock sales under Rule 144A?
A. No holding period requirement
B. Requires a six-month holding period
C. Only available to public companies
D. Limited to accredited investors

The correct answer is that there is no holding period requirement for unregistered stock sales under Rule 144A.
This is a significant aspect of Rule 144A as it facilitates quicker access to liquidity for sellers of unregistered
securities. Under this rule, qualified institutional buyers (QIBs), which include large institutional investors, can
purchase these securities without needing to wait through the typical holding periods that would apply to
registered offerings. This lack of a holding period allows for more flexibility in trading unregistered securities and
contributes to the attractiveness of Rule 144A transactions.   The other options, while related to the context of
securities regulation and investor types, do not accurately reflect the characteristics of Rule 144A. The holding
period and target investor categories instead apply to other rules within the SEC framework, but not to 144A
transactions, emphasizing the unique advantages that this regulation offers to certain investors.

5. Which group must file a Schedule 14D-9?
A. The acquirer
B. The target company
C. Shareholders
D. The SEC

The Schedule 14D-9 is a document that must be filed with the SEC by the target company once a tender offer is
made for its securities. This filing serves a crucial purpose: it provides shareholders with information about the
tender offer, including the company's views on the offer and the recommendation of its board of directors
regarding the offer.   When a company is targeted in a tender offer, it is legally obligated to communicate with its
shareholders about the implications of that offer, what actions it recommends they take, and any other relevant
details. This requirement ensures that shareholders can make informed decisions regarding whether to accept or
reject the tender offer.  The acquirer, shareholders, and the SEC do not file a Schedule 14D-9. The acquirer might
be responsible for filing a Schedule TO that details the terms of the tender offer, but the target company’s filing
of the Schedule 14D-9 is specifically mandated to convey the target's position in relation to that offer.
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6. When is a conflict of interest deemed to occur for an issuer?
A. When the issuer is a non-profit entity
B. When the issuer intends to go public
C. When the issuer is a broker-dealer or closely associated
D. When the issuer has raised more than $1 million

A conflict of interest is deemed to occur for an issuer primarily when the issuer is a broker-dealer or closely
associated individuals. This situation arises due to the inherent risk of self-dealing, where the interests of the
issuer may conflict with those of investors or the public. When an entity is both an issuer and a broker-dealer, it
may prioritize its own financial interests over those of its clients or shareholders, which can lead to ethical
dilemmas and a potential breach of fiduciary duties.  The nature of financial transactions requires that all parties
involved operate transparently and without biased influences that could impair judgment or lead to unfair
treatment of investors. Therefore, in the context of the securities markets, regulatory bodies like FINRA closely
monitor such relationships to ensure fair practices and protect investor interests.  While there may be other
situations that can create various types of conflicts (for example, going public or the amount of funds raised),
those scenarios do not inherently highlight the same level of risk as the direct association of brokerage and
issuer functions, which is why the association of the issuer being a broker-dealer or closely associated is the
clear trigger for a conflict of interest.

7. Where do most bond transactions typically take place?
A. Centralized stock exchange
B. Directly with the company
C. Decentralized over-the-counter markets
D. In investment banks only

Most bond transactions typically occur in decentralized over-the-counter (OTC) markets. This is primarily
because the bond market is not as centralized as the stock market. In the OTC market, bonds are traded directly
between buyers and sellers through a network of dealers rather than on a formal exchange. This allows for
greater flexibility and a wider range of bond types to be traded, including corporate bonds, municipal bonds, and
government securities.   The involvement of various dealers in the OTC market also facilitates price discovery
and liquidity, which are crucial for bond trading. As a result, most bond transactions are conducted outside of a
centralized stock exchange, making the decentralized OTC markets the primary venue for these trades.

8. What is the primary purpose of an annual compliance meeting?
A. To assess employee performance
B. To ensure compliance with laws and regulations
C. To introduce new products
D. To evaluate investment strategies

The primary purpose of an annual compliance meeting is to ensure compliance with laws and regulations. This
meeting serves as an essential platform for organizations to reinforce their commitment to adhering to industry
standards, legal requirements, and internal policies. During this meeting, compliance officers typically review
relevant regulations, highlight any changes in the regulatory environment, and provide training on policies that
employees need to follow to minimize the risk of non-compliance.  Additionally, these meetings often discuss
best practices for maintaining compliance and may include updates on legal obligations that affect the
organization's operations. By focusing on compliance, the meeting aims to foster a culture of accountability and
awareness among employees, which is critical in the highly regulated finance and investment banking sectors.
This proactive approach helps to mitigate risks and protect both the firm and its clients from potential legal
issues.
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9. What is the restriction on the use of a new issue to cover a short position?
A. Within 5 business days after the sale
B. Within 5 business days prior to pricing a follow-on
C. At any time during the offering process
D. Only during the 10 days after pricing

The correct answer indicates that there is a restriction on using a new issue to cover a short position within 5
business days prior to pricing a follow-on offering. This aligns with FINRA rules, which aim to prevent market
manipulation and ensure fair trading practices.  During this critical period before the pricing of a follow-on
offering, actions like covering short positions with newly issued shares could impact the stability and pricing of
the offering. It may create an artificial demand for a security, jeopardizing the integrity of the market and the fair
allocation of shares among investors. Therefore, brokers and underwriters must exercise caution and adhere to
this restriction to maintain a level playing field in the market.  In contrast, the other options do not accurately
reflect the timing of the restrictions associated with using a new issue to cover short positions during follow-on
offerings or other related market activities. For instance, covering short positions at any time during the offering
process or within 5 business days after the sale would not align with the established regulatory framework
designed to prevent potential abuses surrounding new issues.

10. When must a recorded road show first be made available to investors?
A. Before the first use date
B. At the time of the offering
C. After the first use date
D. During the initial trade of the securities

The recorded road show must be made available to investors before the first use date. This requirement ensures
that investors have the opportunity to review the presentation materials prior to any sales discussions or
marketing efforts related to the offering. By making the road show available beforehand, issuers can provide
potential investors with all necessary information to make informed decisions about the investment opportunity.
This timing is critical because it aligns with FINRA's guidelines regarding transparency and investor protection.
Investors need access to material information that may influence their decision-making when considering a new
issue, and having the recorded road show available in advance supports this objective. Adhering to this timeline
also enhances regulatory compliance for the firms conducting the offering while maintaining investors' trust.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://finraseries79.examzify.com

We wish you the very best on your exam journey. You've got this!
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