Progressive Greenlight
Checkup Practice Exam
(Sample)

Study Guide

BY EXAMZIFY

Everything you need from our exam experts!

Sample study guide. Visit https://greenlightcheckup.examzify.com




Copyright © 2025 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any
means, graphic, electronic, or mechanical, including photocopying,
recording, web distribution, taping, or by any information storage retrieval
system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain from reliable
sources accurate, complete, and timely information about this product.

Sample study guide. Visit https://greenlightcheckup.examzify.com for the full version



Questions

Sample study guide. Visit https://greenlightcheckup.examzify.com for the full version



1. How is a variable annuity typically characterized?
A. It has a fixed return regardless of market conditions.

B. It provides payouts based on variable unit values and a fixed
number of units.

C. It guarantees a minimum payout.

D. It has no connection to market performance.

2. Who is liable if someone uses insider information received
from a company board member?

A. Only the board member

B. Only the investor

C. Both the board member and the investor
D. Neither are liable

3. A customer executing a short sale anticipates what market
condition?

A. An increase in the market value of a security
B. No change in the market value of a security
C. A decrease in the market value of a security
D. Unpredictable market conditions

4. An investor purchases 1,000 shares of ABC stock at $30 per
share and receives an annual dividend of $1.20. After one
year, the stock's market value increases to $36 per share.
What is the total return for the investor?

A. 20%
B. 22%
C. 24%
D. 28%

5. Which of the following represents a key role of transfer
agents?

A. Determining the credit worthiness of issuers
B. Issuing and canceling stock certificates

C. Providing investment advice to shareholders
D. Underwriting public offerings
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6. Broker-dealers must provide a privacy notice to every
consumer at what point?

A. Immediately upon account closure

B. Before disclosing nonpublic, personal information
C. Once a year

D. At account opening only

7. A corporation that has issued common or preferred stock
has created what type of financial instrument?

A. Outstanding equity
B. Debt securities

C. Equity options

D. Convertible bonds

8. What documentation must firms use to report actions
taken against a registered representative?

A. Form U4
B. Form Ub
C. Form BD
D. Form 10-Q

9. What risk is a principal of a broker-dealer primarily
responsible for regarding communications?

A. Credit risk
B. Compliance risk
C. Fraud risk
D. Operational risk

10. What type of risk is the most significant for a thinly
traded stock with no trading activity?

A. Market risk

B. Liquidity risk

C. Credit risk

D. Operational risk
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1. How is a variable annuity typically characterized?
A. It has a fixed return regardless of market conditions.

B. It provides payouts based on variable unit values and a fixed
number of units.

C. It guarantees a minimum payout.
D. It has no connection to market performance.

A variable annuity is defined by its structure that allows payouts based on the
performance of various investment options rather than providing a fixed return. This
means that the amounts received in retirement can fluctuate depending on the value of
the underlying investments, which can include stocks, bonds, or mutual funds. In a
variable annuity, the value is tied to the performance of investment choices selected by
the annuitant. Consequently, the payouts are based on the variable unit values, which
change with market conditions, and typically a fixed number of units determined at the
time of purchase. This characteristic establishes the connection between the variable
nature of the annuity and the potential for higher returns, but also introduces the risk of
lower payouts, depending on market performance. This understanding distinguishes
variable annuities from other financial products, such as fixed annuities, that promise
guaranteed returns regardless of market conditions or those with guaranteed minimum
payouts.

2. Who is liable if someone uses insider information received
from a company board member?

A. Only the board member

B. Only the investor

C. Both the board member and the investor
D. Neither are liable

The correct response indicates that both the board member who disclosed the insider
information and the investor who acted upon it can be held liable under securities laws.
This principle is rooted in the concept of "insider trading.” When a board member
shares non-public, material information about the company, they breach their fiduciary
duty. This unauthorized disclosure is considered unlawful because it gives an unfair
advantage to the recipient over other investors who do not have access to that
information. Therefore, the board member can be held responsible for providing the
insider information. On the other hand, the investor who receives and acts on that
insider information is also liable, as they are considered a "tippee." The concept of
"tippee liability" establishes that even though the investor may not have committed the
original violation, they have profited from information that was obtained improperly.
Thus, both parties are complicit in the violation of securities laws, highlighting the
importance of transparency and fairness in financial markets.

Sample study guide. Visit https://greenlightcheckup.examzify.com for the full version



3. A customer executing a short sale anticipates what market
condition?

A. An increase in the market value of a security
B. No change in the market value of a security
C. A decrease in the market value of a security
D. Unpredictable market conditions

A customer executing a short sale is anticipating a decrease in the market value of a
security. In a short sale, the investor borrows shares of a security and sells them with the
intention of buying them back later at a lower price. By selling the shares that they do
not own, the investor aims to profit from the difference between the initial sale price and
the lower price at which they can later repurchase the shares. For a short sale to be
successful, it is essential for the price of the security to drop. If the price decreases as
anticipated, the investor can buy back the shares at this reduced price, return the
borrowed shares, and keep the profit made from the initial higher sale price. Other
market conditions, such as an increase or no change in the market value of the security,
would not align with the goals of a short sale, as these scenarios could lead to losses for
the investor instead of the desired profit. Therefore, the anticipation of a decrease in
market value is the fundamental reason behind executing a short sale.

4. An investor purchases 1,000 shares of ABC stock at $30 per
share and receives an annual dividend of $1.20. After one
year, the stock's market value increases to $36 per share.
What is the total return for the investor?

A. 20%
B. 22%
C. 24%

D. 28%

To determine the total return for the investor, you need to consider both the capital
gains and the income received from dividends. First, calculate the initial investment.
The investor bought 1,000 shares at $30 each, which totals $30,000 (1,000 shares *
$30/share). Next, calculate the annual dividend income. Since the annual dividend is
$1.20 per share, the total dividend income for 1,000 shares is $1,200 (1,000 shares *
$1.20/share). Now, look at the market value of the stock after one year. The share price
increased to $36, meaning the total market value of the shares is now $36,000 (1,000
shares * $36/share). Next, calculate the total return, which includes both the capital
gain from the increase in stock price and the dividend income. The capital gain is the
difference between the new stock value and the initial investment: $36,000 - $30,000 =
$6,000. Now, add the dividend income to the capital gain to determine the total return:
$6,000 (capital gain) + $1,200 (dividend) = $7,200.
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5. Which of the following represents a key role of transfer
agents?

A. Determining the credit worthiness of issuers

B. Issuing and canceling stock certificates
C. Providing investment advice to shareholders
D. Underwriting public offerings

The correct answer highlights a key function of transfer agents, which is the issuance
and cancellation of stock certificates. Transfer agents are responsible for maintaining
accurate records of stock ownership and ensuring that the transfer of shares occurs
smoothly. When shares are bought or sold, the transfer agent manages the issuance of
new stock certificates to buyers and cancels the certificates of sellers, thus keeping the
ownership records up to date. This role is vital in ensuring that shareholders receive
accurate and timely information about their holdings, maintaining the integrity of the
ownership records, and facilitating transactions in the stock market. Other options
represent roles that are typically not associated with transfer agents. Determining the
creditworthiness of issuers is primarily the function of rating agencies or financial
analysts, not transfer agents. Providing investment advice to shareholders is generally
the role of financial advisors or brokers rather than transfer agents, who focus on
administrative aspects instead. Underwriting public offerings is the responsibility of
investment banks or underwriters, which assist companies in raising capital by issuing
new securities, a task that is distinct from what transfer agents do.

6. Broker-dealers must provide a privacy notice to every
consumer at what point?

A. Immediately upon account closure
B. Before disclosing nonpublic, personal information
C. Once a year

D. At account opening only

Broker-dealers are required to provide a privacy notice to every consumer before they
disclose any nonpublic, personal information. This requirement is set forth to ensure that
consumers are aware of how their personal information will be handled and shared. It is
an important aspect of consumer protection, allowing individuals to understand their
rights regarding their information and to make informed decisions about their privacy.
Providing the notice before any disclosure guarantees that consumers are fully aware of
their options and the policies of the broker-dealer when their personal information is at
risk of being shared. This proactive approach is crucial in maintaining transparency and
trust between consumers and financial institutions.
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7. A corporation that has issued common or preferred stock
has created what type of financial instrument?

A. Outstanding equity
B. Debt securities

C. Equity options
D. Convertible bonds

When a corporation issues common or preferred stock, it creates a financial instrument
known as outstanding equity. This type of equity represents ownership in the company
and entitles shareholders to claim on the assets and earnings of the corporation.
Common stock typically offers voting rights and potential dividends, while preferred
stock provides a fixed dividend and a higher claim on assets in the case of liquidation but
usually lacks voting rights. Outstanding equity reflects the portion of the company's
capital that is funded by investors in exchange for ownership stakes, which is distinct
from debt securities that involve borrowing funds and repaying them with interest.
Equity options, on the other hand, are financial derivatives that give investors the right
but not the obligation to purchase or sell stock at a predetermined price. Convertible
bonds are debt instruments that can be converted into a specified number of shares of
common stock, representing a hybrid between debt and equity but are not classified as
outstanding equity themselves. Hence, the issuance of common or preferred stock
specifically results in the creation of outstanding equity, distinguishing it from other
financial instruments that involve different structures and obligations.

8. What documentation must firms use to report actions
taken against a registered representative?

A. Form U4
B. Form Ub
C. Form BD
D. Form 10-Q

The correct documentation for reporting actions taken against a registered
representative is Form U5. This form is specifically designed for firms to notify the
appropriate regulatory authorities about any termination of employment of a registered
representative and to provide information regarding the reason for such termination.
Form U4, on the other hand, is used to register individuals with a member firm and to
report information about their employment and disciplinary history when they initially
register with a regulatory authority. It does not serve the purpose of reporting actions
taken against an individual after the employment has ended. Forms BD and 10-Q have
different functions altogether; Form BD is utilized for registering broker-dealers, while
Form 10-Q is a quarterly financial report that publicly traded companies file with the
Securities and Exchange Commission (SEC) and is unrelated to reporting representative
actions. Thus, understanding the purpose of each of these forms clarifies why Form U5
is the appropriate choice for reporting actions against registered representatives.
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9. What risk is a principal of a broker-dealer primarily
responsible for regarding communications?

A. Credit risk
B. Compliance risk
C. Fraud risk
D. Operational risk

The principal of a broker-dealer is primarily responsible for compliance risk regarding
communications because this reflects the obligation to adhere to regulatory
requirements in all forms of communication with clients and within the industry.
Compliance risk encompasses the potential for legal and regulatory penalties, material
financial loss, or damage to reputation that may arise from the failure to comply with
laws, regulations, and internal policies. In the context of broker-dealers, proper
communication is essential to ensure that all information provided to clients is accurate,
not misleading, and fully compliant with securities laws and regulations. This is critical
to maintain fairness, transparency, and integrity in the financial markets, where a breach
could lead to significant legal repercussions and affect investor confidence. While other
types of risks like credit risk, fraud risk, and operational risk are also relevant to the
functioning of a broker-dealer, they do not specifically address the principal's
accountability in ensuring that communications are conducted within the boundaries of
the law and regulatory standards. Compliance risk directly ties to the principal's
oversight and responsibility in promoting adherence to ethical and legal communication
practices.

10. What type of risk is the most significant for a thinly
traded stock with no trading activity?

A. Market risk

B. Liquidity risk

C. Credit risk

D. Operational risk

In the case of a thinly traded stock with no trading activity, liquidity risk is the most
significant type of risk involved. This is because liquidity risk refers to the potential
difficulty in buying or selling an asset without causing a drastic change in its price.
Thinly traded stocks often have fewer buyers and sellers, which can lead to wide bid-ask
spreads and increased volatility if an investor tries to sell their shares. In cases where
there is no trading activity, it becomes evident that finding a buyer could take
considerable time, if it is possible at all, thereby exposing investors to greater
uncertainty regarding the timing and pricing of their transactions. While market risk
involves the overall movements and trends in the financial markets affecting all
securities, it does not specifically address the challenges of trading an asset like a thinly
traded stock. Credit risk pertains to the possibility of a default on a financial obligation,
which isn't relevant in the context of liquidity issues specific to trading activity.
Operational risk relates to failures in internal processes or systems, which again does not
apply to the trading dynamics of the stock. Therefore, the particular characteristics of a
thinly traded stock highlight liquidity risk as the foremost concern.
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