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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. All of the following statements about the investment policy statement
governance are true, including who is typically involved in duties and
responsibilities, EXCEPT:
A. The prudent expert
B. The plan participant
C. The independent auditor
D. All of the above

2. Prudent experts must be chosen by which process?
A. Random assignment
B. PRUDENT due diligence process
C. Merely based on brand name
D. Selection by participants

3. Under ERISA's framework, who is responsible for monitoring the activities
of prudent experts?
A. The plan fiduciary
B. The prudent expert
C. The plan participant
D. The independent auditor

4. All available safe harbors:
A. Require legal approval
B. Are voluntary
C. Protect the fiduciary from liability
D. Were enacted prior to 2006

5. Which of the following best encapsulates fiduciary duties under fi360's
framework?
A. To maximize returns at any cost
B. To manage assets and balance risk and return according to client goals
C. To advise only on stocks
D. To provide general financial education without managing assets
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6. Which scenario would most likely be a prohibited transaction due to
conflict of interest?
A. Casting a vote in a proxy to benefit a vendor
B. Recommending investments based on objective criteria
C. Accepting gifts within policy limits
D. Directing client funds to a family member's company for personal gain

7. When the fiduciary provides at least three investment options in
accordance with 404(c) Safe Harbor requirements, the fiduciary has complete
discretion over all investment decisions.
A. False
B. True
C. Not specified
D. Depends

8. Breach of fiduciary responsibility is:
A. The leading cause for arbitration against brokers
B. None of the above
C. Both A and B
D. The leading cause for civil and regulatory complaints against RIAs

9. Which of the following does not automatically entail the assumption of
fiduciary responsibility?
A. Exercise of discretionary trading authority
B. Delivery of ongoing comprehensive financial planning for direct or indirect

compensation
C. Provision of comprehensive and continuous investment advice
D. Serving as a third-party administrator for an ERISA plan

10. If a manager's custodial statements show they execute all trades through
only one or two broker-dealers, this suggests a directed brokerage
arrangement.
A. High frequency trading
B. Insider trading
C. Directed brokerage
D. No conclusion

Sample study guide, visit https://aiftraining.examzify.com
for the full version with hundreds of practice questions 7

SAMPLE



Answers
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1. D
2. B
3. A
4. B
5. B
6. D
7. A
8. C
9. D
10. C
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Explanations
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1. All of the following statements about the investment policy statement
governance are true, including who is typically involved in duties and
responsibilities, EXCEPT:
A. The prudent expert
B. The plan participant
C. The independent auditor
D. All of the above

IPS governance is carried out by fiduciaries who must act with the care, skill, and prudence of a prudent expert,
typically exercised by the plan sponsor or an investment committee. Plan participants may be kept informed and
may have input, but they do not usually carry out the governance duties themselves. An independent auditor
provides critical assurance and reviews processes, but is not a routine part of executing governance duties.
Because not all three roles are typically involved in the governance duties, the statement that all of the above are
true is not accurate, making that option the one that does not fit.

2. Prudent experts must be chosen by which process?
A. Random assignment
B. PRUDENT due diligence process
C. Merely based on brand name
D. Selection by participants

Choosing prudent experts hinges on applying a documented, systematic due diligence process. Prudent experts
are specialists whose qualifications, experience, and performance directly affect the quality of investment
decisions and risk management. A fiduciary must objectively identify the expertise needed, evaluate candidates
against clear criteria (credentials, track record, independence, compensation), check references, and gather
enough information to make an informed, well-supported choice. This approach isn’t a one-off gesture; it’s
ongoing—with monitoring and periodic reassessment to ensure continued suitability and performance. That
disciplined, thorough process protects the fiduciary duty to act with care, skill, and prudence.  Random
assignment fails to ensure qualifications, brand name does not guarantee competence, and letting participants
choose undermines impartiality and fiduciary responsibility, so none of those fit for selecting prudent experts.

3. Under ERISA's framework, who is responsible for monitoring the activities
of prudent experts?
A. The plan fiduciary
B. The prudent expert
C. The plan participant
D. The independent auditor

The plan fiduciary has the duty to monitor the activities of prudent experts. Under ERISA, fiduciaries must act
with prudence, which includes ongoing oversight of the plan’s service providers and decision-makers. This
means regularly reviewing what the prudent expert does, evaluating performance and advice against the plan’s
goals, and taking corrective action or replacing the provider if their work isn’t protecting participants’ interests or
is not financially prudent. The responsibility sits with the fiduciary because they are the ones legally obligated to
ensure the plan’s investments are managed in the participants’ best interests; they can’t rely on others to bear
that burden alone.  The prudent expert isn’t monitoring themselves, plan participants don’t bear fiduciary
oversight duties, and independent auditors audit financial records and controls rather than serve as the ongoing
monitor of a plan’s providers.
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4. All available safe harbors:
A. Require legal approval
B. Are voluntary
C. Protect the fiduciary from liability
D. Were enacted prior to 2006

Safe harbors in fiduciary practice are voluntary options that, when followed with the required procedures and
documentation, can provide liability protection for the fiduciary in the areas they cover. They aren’t things you
must obtain legal approval to use, and they aren’t tied to a single, fixed enactment date—they’ve developed over
time. Because of this, the defining and universal trait across all available safe harbors is that using them is a
voluntary choice.

5. Which of the following best encapsulates fiduciary duties under fi360's
framework?
A. To maximize returns at any cost
B. To manage assets and balance risk and return according to client goals
C. To advise only on stocks
D. To provide general financial education without managing assets

Under fi360, fiduciary duties center on acting in the client’s best interests through disciplined, goals‑driven asset
management. This means choosing investments and constructing a strategy that fits the client’s objectives, risk
tolerance, and time horizon, while balancing risk and return and considering costs, taxes, and diversification. It
also involves ongoing monitoring, prudent decision‑making, and addressing conflicts of interest with
documentation and care.  The option that describes managing assets and balancing risk and return according to
the client’s goals best reflects this approach, because it explicitly ties asset management to the client’s
individual aims and acceptable level of risk, which is at the heart of fiduciary responsibility.  Chasing the highest
return at any cost would violate fiduciary duties by ignoring risk, costs, and the client’s actual objectives.
Advising only on stocks ignores the broader need for diversification and appropriate asset allocation. Providing
general financial education without managing assets fails to deliver prudent, client‑specific guidance that
fiduciaries are expected to provide.

6. Which scenario would most likely be a prohibited transaction due to
conflict of interest?
A. Casting a vote in a proxy to benefit a vendor
B. Recommending investments based on objective criteria
C. Accepting gifts within policy limits
D. Directing client funds to a family member's company for personal gain

When a fiduciary must act in the client’s best interest, any action that creates a personal financial benefit for the
advisor is a red flag. Directing client funds to a family member’s company for personal gain is the clearest
example of self-dealing. It ties the client’s assets to someone connected to the adviser, giving the fiduciary a
direct incentive to steer money toward that company rather than choosing the best option for the client. This
violates the duty of loyalty and the standard of care, and it’s prohibited under typical fiduciary rules and
regulations.  The other scenarios do not involve channeling client assets for the adviser’s personal benefit.
Voting in a proxy to benefit a vendor could indicate a conflict, but it depends on whether the vote is in the client’s
best interest and conducted with proper policy and disclosures. Recommending investments based on objective
criteria aligns with the duty to act in the client’s best interests, and accepting gifts within policy limits is
permissible if it doesn’t create a material conflict.
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7. When the fiduciary provides at least three investment options in
accordance with 404(c) Safe Harbor requirements, the fiduciary has complete
discretion over all investment decisions.
A. False
B. True
C. Not specified
D. Depends

Under 404(c) Safe Harbor, giving participants at least three investment options and allowing them to direct their
own investments means fiduciaries are not responsible for the specific investment choices participants make.
The fiduciary’s role is to design the lineup, ensure the options are prudent and diversified, and provide the
necessary information and monitoring. The actual decision about how much of a participant’s account goes into
each option is made by the participant, not by the fiduciary. So having three or more options does not grant
complete discretion over all investment decisions to the fiduciary.

8. Breach of fiduciary responsibility is:
A. The leading cause for arbitration against brokers
B. None of the above
C. Both A and B
D. The leading cause for civil and regulatory complaints against RIAs

The main idea here is that fiduciary duty—the obligation to put the client’s interests first and to avoid conflicts of
interest when giving advice—drives many investment disputes. For brokers, claims that a broker breached this
duty arise in arbitration when a client alleges that the broker acted in a way that harmed the client’s interests,
such as recommending unsuitable investments, misrepresenting facts, or failing to disclose conflicts. Those
fiduciary-breach claims are a common basis for arbitration in brokerage disputes.  For RIAs, the fiduciary
standard is central to their legal and regulatory framework. Breaches of fiduciary responsibility are routinely
cited in civil actions and regulatory investigations brought by the SEC, state authorities, and other regulators,
because RIAs are expressly required to act in the best interests of their clients and to manage conflicts of
interest appropriately. When that duty is breached, it often leads to significant civil and regulatory
consequences.  So, breaches of fiduciary responsibility appear as a frequent and serious ground in both
arbitration against brokers and civil/regulatory actions against RIAs, making both statements true.
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9. Which of the following does not automatically entail the assumption of
fiduciary responsibility?
A. Exercise of discretionary trading authority
B. Delivery of ongoing comprehensive financial planning for direct or indirect

compensation
C. Provision of comprehensive and continuous investment advice
D. Serving as a third-party administrator for an ERISA plan

Fiduciary responsibility attaches when you are entrusted with managing someone else’s assets or providing
investment advice for compensation. When you have discretionary trading authority, you actually decide which
investments to buy or sell for the client, which means you’re actively controlling assets and must act in the
client’s best interests. Delivering ongoing comprehensive financial planning for direct or indirect compensation
means you’re advising and potentially implementing strategies for a fee, which creates a fiduciary duty to put the
client’s interests first. Providing comprehensive and continuous investment advice likewise involves repeatedly
guiding investment decisions for compensation, establishing fiduciary obligations through ongoing duty of care
and loyalty.  A third-party administrator for an ERISA plan handles administrative tasks for the plan—things like
recordkeeping, compliance, and processing. These duties do not automatically involve managing plan assets or
giving investment advice for a fee, so they do not inherently create fiduciary responsibility. They may become
fiduciaries only if they take on functions that involve discretion over assets or advice for compensation.

10. If a manager's custodial statements show they execute all trades through
only one or two broker-dealers, this suggests a directed brokerage
arrangement.
A. High frequency trading
B. Insider trading
C. Directed brokerage
D. No conclusion

Directed brokerage occurs when a client or fiduciary instructs the investment manager to execute trades through
specific broker-dealers. If custodial statements show that almost all trades go through one or two brokers, it
signals that the client is directing the broker selection, limiting the manager’s discretion to seek the best
execution across all venues.  This arrangement is common in institutional settings, such as retirement plans,
where governance or explicit directions from the sponsor guide broker usage. It doesn’t indicate high-frequency
trading, which is about rapid, algorithmic trading often across multiple venues, nor insider trading, which
involves illegal use of material nonpublic information. So the pattern described points to directed brokerage.
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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://aiftraining.examzify.com

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