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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. What financial statement requires detailed annual reporting from
companies to the SEC?
A. Form 10-Q
B. Form 10-K
C. Form 8-K
D. Form S-1

2. What is the provision in an installment contract that creates a security
interest in earlier goods until full payment is made on new goods?
A. Add-on clause
B. Escrow clause
C. Payment clause
D. Collateral agreement

3. What is a characteristic of non-cumulative preferred stock?
A. Dividends accrue when unpaid
B. Does not accrue unpaid dividends
C. Can be converted into common stock
D. Offers additional participating dividends

4. Who is responsible for purchasing new issues of securities and reselling
them to investors?
A. Brokers
B. Underwriters
C. Investors
D. Traders

5. Which statement about the organization of banks is true?
A. All banks are organized as corporations
B. Some banks are organized as partnerships
C. All banks are organized as cooperatives
D. Some banks are organized as insurance companies
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6. What is something of value given by a borrower to back up their promise to
repay a loan?
A. Equity
B. Collateral
C. Guarantor
D. Asset

7. What term refers to the value equal to 1 percent of a mortgage loan?
A. Point
B. Margin
C. Rate
D. Fee

8. True or False: Credit unions have the same profit-related structure as
banks.
A. True
B. False
C. Only credit unions in certain states
D. Only for some types of services

9. What is the purpose of callable preferred stock?
A. To allow holders to convert to common stock
B. To accrue dividends
C. To allow the issuer to repurchase stock
D. To ensure additional payments to shareholders

10. Can you access money from a certificate of deposit before its maturity
date?
A. Yes, with penalties
B. No, not at all
C. Only for emergency purposes
D. Yes, if it’s less than a month
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Answers
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1. B
2. A
3. B
4. B
5. B
6. B
7. A
8. B
9. C
10. B

Sample study guide, visit https://fblabankingfinancialsys.examzify.com
for the full version with hundreds of practice questions 9

SAMPLE



Explanations
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1. What financial statement requires detailed annual reporting from
companies to the SEC?
A. Form 10-Q
B. Form 10-K
C. Form 8-K
D. Form S-1

The Form 10-K is a comprehensive annual report that publicly traded companies must submit to the Securities
and Exchange Commission (SEC). This document provides a detailed overview of a company's financial
performance, including audited financial statements, management discussion and analysis (MD&A), and
information about the company’s operations, risks, and future outlook.  The Form 10-K is significant because it
not only offers stakeholders vital financial data but also includes extensive disclosures required by the SEC that
aid investors in making informed decisions. This form is filed once a year and must adhere to a specific structure
outlined by the SEC, ensuring consistency and reliability in the financial reporting process.  In contrast, other
forms like the Form 10-Q are quarterly reports that provide a snapshot of financial performance for a specific
quarter but do not require the same level of detail as a Form 10-K. The Form 8-K is used to notify shareholders of
unscheduled events or corporate changes, while the Form S-1 pertains to the registration of securities before a
public offering, making them less relevant to annual reporting requirements.

2. What is the provision in an installment contract that creates a security
interest in earlier goods until full payment is made on new goods?
A. Add-on clause
B. Escrow clause
C. Payment clause
D. Collateral agreement

The provision that creates a security interest in earlier goods until full payment is made on new goods is known
as an add-on clause. This clause is commonly included in installment contracts, especially in contexts like
vehicle financing or other consumer goods, where a buyer can purchase an item through installment payments
while using previously acquired goods as collateral. The add-on clause allows the seller or lender to retain a
claim to the earlier goods until the buyer fulfills their financial obligation on the new purchase. This relationship
secures the lender’s interest, ensuring they have a form of protection in case the buyer defaults on the
payments.   The other options, although relevant in different contexts, do not serve this specific function of
establishing a security interest tied to previous goods in relation to new purchases.
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3. What is a characteristic of non-cumulative preferred stock?
A. Dividends accrue when unpaid
B. Does not accrue unpaid dividends
C. Can be converted into common stock
D. Offers additional participating dividends

Non-cumulative preferred stock is characterized by its treatment of dividends. Specifically, if a company fails to
pay dividends in a given period, those unpaid dividends do not accumulate for future payment. This means that
shareholders of non-cumulative preferred stock do not have any right to claim missed dividends in the future;
they only receive dividends for the periods in which the company actually pays them. This is a fundamental
distinction of non-cumulative preferred stock compared to cumulative preferred stock, which accrues unpaid
dividends and requires the company to pay those missed amounts before any common dividends can be
distributed.  The other characteristics mentioned, such as the potential for conversion into common stock or the
offering of additional participating dividends, are not defining traits of non-cumulative preferred stock.
Conversion features typically relate to certain types of preferred stock but are not inherent to non-cumulative
preferred stock, and participating dividends apply more to specific stocks that allow shareholders to receive
extra dividends beyond the stated rate, distinguishing them from merely non-cumulative obligations.

4. Who is responsible for purchasing new issues of securities and reselling
them to investors?
A. Brokers
B. Underwriters
C. Investors
D. Traders

The role of an underwriter is crucial in the process of purchasing new issues of securities and then reselling
them to investors. When a company decides to raise capital by issuing new stocks or bonds, an underwriter
steps in to manage this process. They typically assess the market, determine the price of the securities, and
facilitate the sale of these securities to investors.   Underwriters work by purchasing the securities directly from
the issuing company and then selling them to the public or institutional investors. This function not only ensures
that the issuing company receives the necessary capital but also helps to establish a market for the newly
issued securities. Their expertise and market knowledge allow them to effectively gauge demand and manage
the risks involved in issuing new securities.  In contrast, brokers act as intermediaries who buy and sell
securities on behalf of clients, while traders are involved in buying and selling securities on behalf of firms or
their own accounts. Investors are the end consumers in this scenario, who purchase the securities from
underwriters or brokers, thus playing a different role in the financial ecosystem.
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5. Which statement about the organization of banks is true?
A. All banks are organized as corporations
B. Some banks are organized as partnerships
C. All banks are organized as cooperatives
D. Some banks are organized as insurance companies

The statement regarding the organization of banks being that some banks are organized as partnerships is
accurate. While the predominant form of bank organization is corporate, particularly for larger banking
institutions, there are instances where smaller banks or community banks may operate as partnerships. This
flexible structure allows for different kinds of governance and operational frameworks, particularly in
establishing smaller, local financial institutions that may prioritize community involvement and customer
service.   In contrast, not all banks can be classified as corporations or cooperatives, as those forms are more
commonly associated with larger entities or specific types of banks, such as credit unions, which are
cooperative in nature. The assertion about some banks being organized as insurance companies
mischaracterizes the typical bank structure, as banks and insurance companies are distinct financial institutions
with separate regulatory frameworks and functions. Thus, the acknowledgment of partnerships represents a
legitimate aspect of the diverse organizational landscape of banking institutions.

6. What is something of value given by a borrower to back up their promise to
repay a loan?
A. Equity
B. Collateral
C. Guarantor
D. Asset

The term that refers to something of value provided by a borrower to secure a loan is collateral. Collateral serves
as a protection for the lender in case the borrower defaults on their loan obligations. By pledging collateral, the
borrower assures the lender that they have a tangible asset, such as property, vehicles, or equipment, which the
lender can claim if repayment is not made as agreed.  This mechanism reduces the lender's risk because it
provides an additional layer of security beyond the borrower's promise to repay. In situations where the borrower
fails to meet their financial obligations, the lender can utilize the collateral to recover some or all of the money
lent.  The other terms hold different meanings: equity refers to ownership interest in an asset after liabilities are
deducted, a guarantor is a person who agrees to be responsible for someone else’s debt if the borrower fails to
pay, and an asset is any resource owned that has economic value. While these concepts relate to financial
transactions or commitments, none fulfill the specific role of securing a loan in the same way collateral does.
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7. What term refers to the value equal to 1 percent of a mortgage loan?
A. Point
B. Margin
C. Rate
D. Fee

The term that refers to the value equal to 1 percent of a mortgage loan is a "point." In the context of mortgage
loans, points are typically used to either refer to discount points, which are prepaid interest that can lower the
overall cost of the loan, or origination points, which are fees charged by the lender to process the loan. Each
point equates to 1 percent of the loan amount, making it a straightforward way to quantify costs associated with
a mortgage. For instance, if a borrower takes out a $200,000 mortgage, one point would amount to $2,000. This
concept is crucial for borrowers as it influences the overall interest rate and total cost of a loan, enabling better
financial decision-making.   The other options, such as margin, rate, and fee, have distinct meanings in finance
that do not specifically refer to 1 percent of a mortgage loan. The margin often refers to the difference between
the lender's interest rate and a benchmark rate, while the interest rate is the percentage charged on the loan
amount, and a fee generally refers to any additional charges associated with the loan process. Each of these
plays its role in lending but does not directly convey the concept of a percentage of the loan amount like points

8. True or False: Credit unions have the same profit-related structure as
banks.
A. True
B. False
C. Only credit unions in certain states
D. Only for some types of services

Credit unions and banks operate under fundamentally different structures, particularly in terms of their profit
motivations and organizational models. Credit unions are not-for-profit entities that are owned and operated by
their members. This member-centric model means that any earnings generated by a credit union are reinvested
back into the organization to benefit its members, often in the form of lower loan rates, higher interest on
deposits, and fewer fees.  In contrast, banks are for-profit institutions whose primary goal is to generate profit
for their shareholders. This profit-driven approach often results in higher fees and interest rates on loans
compared to credit unions.  The distinction in these profit-related structures is a key reason why the statement
is false. Understanding this difference is crucial for recognizing how financial institutions serve their customers
and the broader implications for consumers seeking financial services. In terms of regulatory frameworks and
operational practices, banks and credit unions also follow different regulations which further underscores their
divergent objectives.
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9. What is the purpose of callable preferred stock?
A. To allow holders to convert to common stock
B. To accrue dividends
C. To allow the issuer to repurchase stock
D. To ensure additional payments to shareholders

Callable preferred stock provides the issuer with the flexibility to repurchase the stock at a predetermined price
after a certain date. This feature allows companies to manage their capital structure effectively, especially in
situations where market conditions change or when interest rates decrease. By having the option to buy back
callable preferred stock, the issuer can potentially reduce its dividend obligations, issue new shares at a lower
dividend rate, or make strategic financial decisions without the long-term commitment of keeping the preferred
shares outstanding.  The ability to call the stock benefits the issuer by providing options for refinancing or
restructuring equity in response to changing market conditions. This is particularly advantageous if the company
wants to take advantage of lower interest rates or improve its financial metrics without having to maintain high
dividend payouts associated with the preferred stock. The design of callable preferred stock aligns well with the
issuer's needs for flexibility in capital management.

10. Can you access money from a certificate of deposit before its maturity
date?
A. Yes, with penalties
B. No, not at all
C. Only for emergency purposes
D. Yes, if it’s less than a month

The correct understanding regarding certificates of deposit (CDs) is that while they are designed to encourage
saving over a fixed term, accessing the funds before the maturity date is generally subject to penalties. This is
because a CD locks in your funds for a set duration, providing the bank with assurance of cash flow, which is a
crucial aspect of how banks can offer higher interest rates compared to traditional savings accounts.   Early
withdrawal is commonly accompanied by a penalty fee, which might include forfeiting some or all of the interest
earned up to that point. Therefore, the assertion that you cannot access money from a certificate of deposit
before its maturity date at all is not accurate. In practice, many banks will allow early withdrawals but enforce
penalties as a deterrent, aligning with option A.   Thus, while the penalties are a significant factor, the ability to
access funds early is indeed permitted. It's important for account holders to fully understand the terms of their
specific certificate of deposit agreements to make informed financial decisions.
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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://fblabankingfinancialsys.examzify.com

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