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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 
TUESDAY: 3 December 2024. Morning Paper.              Time Allowed: 3 hours.  
 
This paper consists of seven (7) questions. Answer any FIVE questions. ALL questions carry equal marks. Do NOT 
write anything on this paper. 
 
QUESTION ONE 
(a) With reference to the law of contract, explain the term “vitiating factor”.  (2 marks) 
 
(b) Assess THREE contracts which are opposed to the public policy. (6 marks) 
 
(c) Explain THREE rights of an agent in relation to agency contracts.  (6 marks) 
 
(d) Describe THREE characteristics of Real Estate Investment Trusts (REITs) as a form of financial market 

intermediary. (6 marks) 
   (Total: 20 marks) 
 
QUESTION TWO 
(a) Identify TWO roles of Foreign Exchange Bureaus in the financial markets.                    (2 marks) 
 
(b) In relation to knowing the client procedures in conducting business by market intermediaries, examine THREE 

components of a client’s risk profile. (6 marks) 
 
(c) Kiko Ltd., a company listed in your country, intends to trade at the securities exchange of a neighbouring country.  

 
 Advise the board of Kiko Ltd. on SIX potential benefits of cross-border listing. (6 marks)    
   
(d) Examine THREE regulatory functions of the Capital Markets Authority (CMA) in your country.    (6 marks) 
    (Total: 20 marks) 
 
QUESTION THREE 
(a) Enumerate FOUR documents that are required from a financial intermediary seeking to be listed on an 

Alternative Investment Market Segment (AIMS) of the securities exchange.       (4 marks) 
 
(b) Outline FIVE duties of professional bodies in financial services in your country. (5 marks) 

 
(c) Highlight FIVE functions of Collective Investment Schemes (CIS) in the financial markets.                     (5 marks) 
 
(d) Examine THREE roles of a stockbroker in the Initial Public Offering (IPO) process.                 (6 marks) 
   (Total: 20 marks) 
 
QUESTION FOUR 
(a) Explain how a Central Securities Depository (CDS) or its equivalent is established in your country. (2 marks) 
 
(b) Outline FIVE challenges faced by financial institutions in identifying and reporting suspicious transactions 

related to terrorist financing. (5 marks)     
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(c) With reference to corporate governance, evaluate THREE potential consequences for a market intermediary that 
violates cold calling regulations.    (6 marks) 

 
(d) Enumerate SEVEN steps of delisting securities in a securities exchange.                                        (7 marks) 
   (Total: 20 marks) 
 
QUESTION FIVE 
(a) Highlight FOUR aims of law in the regulation of financial markets.                              (4 marks)  
 
(b) Outline FIVE roles of the Court of Appeal in your country.  (5 marks) 
 
(c) Summarise FIVE roles of the Retirement Benefit Authority (RBA) or its equivalent in your country. (5 marks) 
 
(d) Describe SIX types of financial transactions that are considered high-risk for potential money laundering.                         

    (6 marks) 
   (Total: 20 marks) 
 
QUESTION SIX 
(a) In relation to financial intermediaries: 
 

(i) Explain the term “custodian”.                                                                              (2 marks) 
 

(ii) Enumerate SIX duties of a custodian.                                                                          (6 marks) 
 
(b) Describe THREE key rules that govern the operations of a Central Depository.                      (6 marks)  
 
(c) Evaluate THREE roles that are played by the Egmont Group of Financial Intelligence Units.         (6 marks) 
                                                                                                                                               (Total: 20 marks) 

QUESTION SEVEN 
(a) Explain TWO roles of the Deposit Insurance Corporation or an equivalent institution in your country.    (4 marks)                                                                                               

   
(b) Highlight FIVE roles of the Central Bank in the regulation of financial markets in your country.              (5 marks) 
 
(c) Enumerate FIVE types of information that should be gathered in the know-your-customer (KYC) procedure.                              

                        (5 marks) 
 
(d) Analyse THREE challenges faced by the Capital Markets Authority (CMA) in enforcing regulatory compliance 

among financial institutions.            (6 marks) 
   (Total: 20 marks) 
 

………………………………………………………………………..……… 
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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 
TUESDAY: 20 August 2024. Morning Paper.              Time Allowed: 3 hours.  
 
This paper has seven (7) questions. Answer any FIVE questions. ALL questions carry equal marks. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Enumerate FIVE differences between civil law and criminal law. (5 marks) 

 
(b) Highlight FIVE ways in which an agency relationship can be terminated. (5 marks) 

 
(c) Assess TWO roles of the anti-money laundering advisory board in your country. (4 marks) 

 
(d) Licensed intermediaries are required to keep records of their operations for a period of seven years.  

 
Evaluate THREE types of information whose record keeping is a requirement. (6 marks) 

           (Total: 20 marks) 
 
QUESTION TWO 
(a) Outline FIVE roles of the securities exchange in your country.            (5 marks) 

 
(b) In relation to regulation of capital markets: 
 

(i) Explain the purpose of investor compensation fund. (2 marks) 
 

(ii) Summarise FOUR sources of the investor compensation fund. (4 marks) 
 
(c) In relation to the Central Depository System (CDS): 

 
(i) Enumerate THREE roles of a Central Depository.  (3 marks) 
 
(ii) State THREE requirements for appointment as a Central Depository Agent.  (3 marks) 

   
(d)  Highlight THREE examples of groups in the special interest scheme. (3 marks) 
     (Total: 20 marks) 
 
QUESTION THREE 
(a) DXY property management firm is seeking to be admitted to real estate investment trusts (REITs). 

 
Advise the firm on the procedure for admission to a REIT. (6 marks)  

 
(b) Assess THREE powers of the Capital Markets Tribunal. (6 marks) 

 
(c) Discuss FOUR types of jurisdictions exercised by courts in your country. (8 marks) 
  (Total: 20 marks) 

 
QUESTION FOUR 
(a) Enumerate FIVE financial intermediaries in your country.          (5 marks) 
            
(b) Explain THREE requirements for registration as a credit rating agency in your jurisdiction. (6 marks)    
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(c) Highlight FIVE circumstances that might lead to the suspension of Central Depository Agents (CDA).  (5 marks) 
                             
(d) State FOUR roles of an investment bank.    (4 marks)                           
  (Total: 20 marks) 

 
QUESTION FIVE 
(a) Describe THREE grounds for removal of a high court judge in your country. (3 marks) 

 
(b) Identify FIVE methods that could be adopted by your country to deal with money laundering. (5 marks) 
 
(c) Highlight SIX functions of the Financial Reporting Center in your country. (6 marks) 
 
(d) Examine THREE roles of the Asset Recovery Agency in your country. (6 marks) 
  (Total: 20 marks) 
  
QUESTION SIX 
(a) In relation to the required content of a client agreement, outline FOUR rights of a client.  (4 marks) 

 
(b) Explain THREE rules surrounding disclosure of charges in relation to market intermediaries.                  (6 marks) 

 
(c) In relation to real estate investment trusts (REITs), explain the following: 

 
(i) Income Real Estate Investment Trust (I-REIT). (2 marks) 
 
(ii) Development Real Estate Investment Trust (D-REIT). (2 marks)                          

     
(d) In relation to corporate governance, analyse THREE unacceptable trading practices.         (6 marks)     
  (Total: 20 marks) 

 
QUESTION SEVEN 
(a) Examine THREE challenges facing the financial markets in your country.                                       (6 marks) 
 
(b) In relation to corporate governance, describe THREE duties of the audit committee. (6 marks) 

 
(c) State FOUR examples of courts that make up the court system in your country.   (4 marks) 

 
(d) Assess TWO roles of the savings and credit co-operatives societies regulatory authority (SASRA) in your country.                                                                                                                                                                                                                                                                                                        

  (4 marks) 
   (Total: 20 marks) 

………………………………………………………………………..……… 
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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 
TUESDAY: 23 April 2024. Morning Paper.              Time Allowed: 3 hours.  
 
This paper has seven (7) questions. Answer any FIVE questions. ALL questions carry equal marks. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Highlight FOUR areas covered by the rules of the Central Securities Depository as approved by the capital 

markets regulator.                                                                                                                                            (4 marks) 
 
(b) Outline FOUR responsibilities of a shareholder in relation to corporate governance.  (4 marks) 
 
(c) Summarise SIX obligations of licensed financial market intermediaries. (6 marks) 
 
(d) Examine THREE features of Exchange Traded Funds (ETFs). (6 marks) 
  (Total: 20 marks) 
 
QUESTION TWO 
(a) The regulatory framework of the capital markets comprises legislation. Explain how the following legislation is 

created: 
 
(i) Primary Legislation.                                                                                                                         (2 marks) 

  
(ii) Subsidiary Legislation. (2 marks) 

 
(b) Discuss TWO rationale for the regulation of financial services. (4 marks)                                                                                                                 
 
(c) Analyse THREE vitiating factors that may undermine a financial contract.                                    (6 marks) 
 
(d) Explain THREE ways in which a financial contract may be discharged.                                               (6 marks) 
                            (Total: 20 marks) 

QUESTION THREE 
(a) Explain the terms below as used in law: 

 
(i) Fraudulent misrepresentation.  (2 marks) 
 
(ii) Innocent misrepresentation.  (2 marks) 

                                                                        
(b) Summarise FOUR applications of corporate governance principles in financial markets. (4 marks)  

 
(c) Highlight SIX principles of the International Organisation of Securities Commissions (IOSCO) relating to the 

regulator.                                                                                                                                                      (6 marks)  
 

(d) Assess THREE standards set by the Capital Markets Authority that security brokers should uphold.     (6 marks)       
   (Total: 20 marks) 
 
 

www.ch
op

i.c
o.k

e



Chop
i.c

o.k
e

    CF13 Page 2  
    Out of 2 

QUESTION FOUR 
(a) Investment advice is a process that involves a structured and disciplined approach.  

 
 

In relation to the above statement, enumerate FIVE distinct stages of a structured and disciplined approach to the 
investment advice process.   (5 marks) 
                                                                                                                                                   

(b) Describe FIVE activities that the board and the management should perform with regard to Anti-Money 
Laundering and Combating Terrorism Financing.                         (5 marks) 
 

(c) In relation to anti-money laundering requirements, highlight FIVE circumstances under which enhanced due 
diligence (EDD) is conducted.                                                                                                                        (5 marks) 
 

(d) Describe the composition of board of the Capital Markets Authority (CMA) or its equivalent in your country. 
 (5 marks)                

  (Total: 20 marks) 
 
QUESTION FIVE 
(a) Enumerate FOUR benefits of a Central Depository System (CDS).  (4 marks) 

 
(b) Outline FOUR requirements to be licensed and to continue as an investment adviser or its equivalent in your 

jurisdiction.  (4 marks) 
 

(c) Analyse THREE functions of the Central bank or its equivalent in your country. (6 marks) 
 

(d) In relation to securities trading: 
 
(i) Explain the term “securities exchange”.                                                                                  (2 marks) 

 
(ii) Distinguish between “quote-driven” and “order-driven” trading system.                                     (4 marks) 

  (Total: 20 marks) 
 
QUESTION SIX 
(a) In relation to registration of client assets, explain the term “nominee company”.                                (2 marks) 

 
(b) Outline SIX instances where an agent may become personally liable to third parties on behalf of his/her principal.  

 (6 marks)  
 

(c) Highlight SIX duties of a Central Securities Depository.  (6 marks) 
 

(d) In relation to corporate governance, summarise SIX duties of the Audit Committee.                                   (6 marks)  
                                                                                                                                        (Total: 20 marks) 
 

QUESTION SEVEN 
(a) In relation to registration of client assets, distinguish between “omnibus account” and “designated account”.                      

  (2 marks) 
 

(b) State SIX requirements to be licensed as a Credit Rating Agency or its equivalent in your jurisdiction. (6 marks)  
                                                                    

(c) Explain THREE types of bodies licensed by the Capital Markets Authority of your country. (6 marks) 
 

(d) Evaluate THREE actions involved in handling client complaints as stipulated in the written complaints procedure 
of the Capital Markets Authority.                  (6 marks) 
  (Total: 20 marks) 

………………………………………………………………………..……… 
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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 
TUESDAY: 5 December 2023. Morning Paper.              Time Allowed: 3 hours.  
 
This paper has seven (7) questions. Answer any FIVE questions. ALL questions carry equal marks. Do NOT write 
anything on this paper. 

 
QUESTION ONE 
(a) Outline FOUR areas that are covered by the Capital Market Authority model code of conduct. (4 marks) 
 
(b) In relation to financial market intermediaries, highlight FOUR requirements for licensing the market 

intermediaries.  (4 marks) 
 
(c) In relation to Corporate Governance and Conduct of Business of Market Intermediaries, describe THREE 

objectives of the corporate governance regulations. (6 marks) 
 
(d) Examine THREE remedies of breach of a business contract. (6 marks) 
   (Total: 20 marks) 
 
QUESTION TWO 
(a) State FIVE duties of a Foreign Exchange Bureau. (5 marks) 

 
(b) Highlight SIX instances in which the Securities Exchange in your country must report to the Capital Markets 

Authority.            (6 marks) 
 

(c) In relation the Central Depository Agent: 
 

(i) List THREE entities that might qualify to be appointed as agents. (3 marks)  
 

(ii) Discuss THREE other functions that an agent is authorised to perform upon fulfilling the Central 
Depository’s ongoing obligations. (6 marks) 

   (Total: 20 marks) 
 
QUESTION THREE 
(a) State FOUR features of an employee share ownership plan (ESOP). (4 marks) 

 
(b) Enumerate FOUR benefits of demutualisation of a securities exchange. (4 marks)  
 
(c) In relation to agency theory, analyse THREE types of agent authority. (6 marks) 
 
(d) Explain THREE ways of classifying law based on their nature, scope and purpose. (6 marks)  

  (Total: 20 marks) 
 
QUESTION FOUR 
(a) In relation to client risk attitude: 

 
(i) Outline FOUR objective factors that affect a client’s risk attitude.  (4 marks) 

 
(ii) Highlight FOUR subjective factors that affect a client’s risk attitude. (4 marks) 

 
(b) Enumerate SIX regulatory functions of the Insurance Regulatory Authority of your country.        (6 marks) 
 
(c) Describe THREE stages of Money Laundering. (6 marks) 
                                                (Total: 20 marks) 
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QUESTION FIVE 
(a) In the foreign investor regulations, a company registrar must ensure that the percentage held by the local 

investors should not fall below the minimum required level.  
 
Required: 
Explain FOUR rules that have been put in place to ensure adherence to this regulation. (4 marks) 

 
(b) Outline SIX objectives of the Capital Market Authority of your country. (6 marks) 
 
(c) In relation to suitability of advice:                                                           
 

(i) List FIVE components of a good client suitability report. (5 marks) 
 

(ii) Highlight FIVE steps that will ensure that a suitable and appropriate investment recommendation would 
be given to a client. (5 marks) 

    (Total: 20 marks) 
 
QUESTION SIX 
(a) In relation to Central Securities Depository: 

 
(i) Explain the term “authorised depository”. (2 marks) 
 
(ii) Highlight FOUR scenarios when an authorised depository is required.   (4 marks)                                                                                                                                                  

 
(b) Discuss THREE objectives of the Central Depository and Settlement Corporation or its equivalent in your 

country.   (6 marks) 
   
(c) Analyse FOUR ways in which the Competition Authority or its equivalent in your country protects, strengthens 

and supplements markets and industries’ competition.       (8 marks)  
  (Total: 20 marks) 

 
QUESTION SEVEN 
(a) List FOUR market segments under which companies may be listed at a securities exchange. (4 marks) 
 
(b) Explain TWO contractual duties of a principal in an agency relationship. (4 marks) 

 
(c) Describe THREE constraints to an investment strategy that an investment advisor should put into consideration.  
    (6 marks)         
 
(d) Examine THREE mandates of the United Nations Office on Drugs and Crime. (6 marks) 
    (Total: 20 marks) 

………………………………………………………… 
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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 
TUESDAY: 22 August 2023. Morning Paper.              Time Allowed: 3 hours.  
 
Answer any FIVE questions.  ALL questions carry equal marks. Do NOT write anything on this paper. 

 
QUESTION ONE 
(a) No person is permitted to acquire shares or enter into arrangements that would allow them to take effective 

control of a listed company without complying with the takeover procedures. 
 

 In relation to the above statement:  
 

(i) Explain THREE ways that a company can be considered to have taken over the effective control of a 
listed company. (6 marks) 
 

(ii) List FOUR takeover procedures that must be executed as per the regulations of the Capital Markets 
Authority of your country.           (4 marks) 

 
(b) Securities Exchange may impose trading halts for the market as a whole or individual securities. 

 
 Required: 

(i) Explain TWO types of trading halts that may be imposed by the Securities Exchange.              (4 marks) 
  

(ii) Highlight any SIX circumstances under which trading halts may be imposed by the Securities 
Exchange.           (6 marks) 

   (Total: 20 marks) 
 

QUESTION TWO 
(a) The main participants in a unit trust must be licensed by the Capital Markets Authority. 
 

(i) Explain the term “unit trust”.   (2 marks)  

(ii)         List THREE participants in a unit trust.    (3 marks)  

(iii) Enumerate TWO roles of each of the market participants listed in (a)(ii) above. (6 marks) 

(b) In relation to client communication: 
  

 (i)          Explain the term “cold calling”.   (2 marks) 
 

(ii) Explain ONE risk posed by cold calling.                                                                                        (2 marks)  
 

(iii) Highlight FIVE rules of cold calling.                                  (5 marks) 
 (Total: 20 marks) 

 
QUESTION THREE 
(a) In relation to Investment Funds: 

 

(i) Explain the term “venture capital firm”. (2 marks) 
 

(ii) List SIX eligibility requirements for a venture capital to be authorised by Capital Markets Authority.                    
                                                     (6 marks) 
  

(iii) Highlight ONE investment and ONE financing activities respectively, that a venture capital is prohibited 
from engaging in.    (2 marks) 
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(b) List FOUR powers that Capital Markets Authority (CMA) could use to enforce compliance as per the provisions 
of the Capital Markets Act and associated regulations.          (4 marks) 
 

(c) Enumerate SIX Internal Control Standards requirement for information management as issued by the Capital 
Markets Authority (CMA).                     (6 marks)  

 (Total: 20 marks) 
 

QUESTION FOUR 
(a) List FIVE provisions of the Code of Corporate Governance on Board operations and control. (5 marks) 

 
(b) In relation to money laundering checks, explain THREE rules of prevention of money laundering. (6 marks)  

 
(c) In relation to Investment Funds: 

 

(i) Explain the term “Special Interest Collective Investment Scheme”.                         (2 marks) 
 

              (ii)          Highlight SEVEN requirements of Special Interest Collective Investment Scheme. (7 marks) 
                                               (Total: 20 marks) 

 
QUESTION FIVE 
(a) Although a Central Securities Depository can make and enforce its own rules, the Capital Markets Authority 

(CMA) has the power to make directions to Central Securities Depository or intervene in its operations where 
appropriate. 
 

Explain SIX powers of Capital Markets Authority (CMA) in relation to Central Securities Depository. (6 marks) 
 

(b) Summarise SIX roles played by the Unclaimed Financial Assets Authority (UFAA) or its equivalent in your 
country.                    (6 marks) 
 

(c) Highlight EIGHT sources of law in your country.  (8 marks) 
(Total: 20 marks) 

 
QUESTION SIX 
(a) With reference to law of contract: 
 

(i) Explain the term “limitations of actions”.  (2 marks) 
 

(ii) Describe with an example, the term “illegal contract”. (3 marks) 
 
(b) The term “law” refers to a system of rules that a country or community applies in regulating the actions of its 

members. The rules are recognised by all its members. 
 
(i) Highlight FOUR purposes of law. (4 marks)  

 

(ii) List TWO main categories of law.  (2 marks)  
                      
(c) List FOUR functions of The Institute of Certified Investment and Financial Analysts (ICIFA).  (4 marks) 

 
(d) Enumerate FIVE responsibilities of international financial market regulatory bodies.      (5 marks) 

  (Total: 20 marks) 
 
QUESTION SEVEN 
(a) List TWO sources of funds for the Central Depository Guarantee Fund or its equivalent in your country. (2 marks) 
 
(b) Describe how the settlement of trades are done by the Central Depository System or its equivalent in your 

country.  (6 marks) 
 
(c) The Capital Markets Act provides for the establishment of the Capital Markets Tribunal.   
 

Required:  
(i) Describe THREE powers of the Capital Markets Tribunal.  (3 marks) 

 

(ii) List THREE actions that a Capital Markets Tribunal may take upon an appeal.    (3 marks) 
 

(d) List SIX factors that could make some customers present a higher risk of money laundering. (6 marks) 
(Total: 20 marks) 

………………………………………………………… 
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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 

TUESDAY: 25 April 2023. Morning Paper.              Time Allowed: 3 hours.  
 
Answer any FIVE questions.  ALL questions carry equal marks. Do NOT write anything on this paper. 

 
QUESTION ONE  
(a) Outline FOUR crimes associated with money laundering.                     (4 marks) 

(b) Explain TWO objectives of the Corporate Governance Regulations issued by Capital Markets Authority 
(CMA) or an equivalent body in your country, as part of its roles.                    (4 marks) 

(c) The principal of ratification of agency was applied in the case of Bolton Partners v. Lambert. 
 

With reference to the above case, describe SIX conditions that are necessary for agency by ratification to arise.             
  (6 marks) 

 

(d) Highlight SIX reasons of financial markets’ regulation in your country.                      (6 marks) 
  (Total: 20 marks) 

 
QUESTION TWO 
(a) With respect to clearing agencies in your country: 

 
(i) Highlight THREE ways in which clearing agencies are regulated by the Government. (3 marks) 

 
(ii) List FOUR roles played by clearing agencies. (4 marks) 
 

(b) Explain FIVE functions of the Banking Fraud Investigations Unit (BFIU) in enhancing capital markets function 
of fraud investigation in your country. (5 marks) 

(c) With recent advancements in the financial sector, there is a need for significant changes in regulation of 
financial markets.  
 
With reference to the above statement, discuss FOUR such developments. (8 marks) 
  (Total: 20 marks) 

 
QUESTION THREE 
(a) Egmont Group is a global organisation that facilitates and prompts the exchange of information, knowledge and 

cooperation amongst financial intelligence units (FIUs). This is in regards to enhancing efforts to counter money 
laundering and terrorist financing.  
 
With reference to the above statement, highlight FIVE ways in which Egmont Group provides support to 
members of financial intelligence units (FIUs).                                   (5 marks) 

(b) Enumerate FIVE requirements for establishment of a central depository in your country. (5 marks) 
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(c) With reference to licensing requirements, every investment adviser and fund manager are expected to maintain 
and preserve certain records for a period of seven years.  
 
Required: 
(i) Highlight FIVE records that are to be maintained by an investment adviser and fund manager.  
  (5 marks) 
 

(ii) Outline FIVE reports that are to be submitted to the Authority periodically by an investment adviser or 
fund manager as and when required.          (5 marks) 

  (Total: 20 marks) 
 
QUESTION FOUR 
(a) With specific reference to corporate governance and conduct of business of market intermediaries: 

 
(i) Summarise FOUR measures that a member of the Board should consider while exercising their 

fiduciary duties. (4 marks) 

(ii) Identify THREE committees of the Board specifically mentioned for establishment in the code of 
corporate governance of issuers of securities to the public. (3 marks) 

 
(b) In relation to unfair trade practices in your country: 
 

(i) State THREE circumstances in which market abuse might arise.                                        (3 marks) 

(ii) Describe TWO ways in which the offence of insider dealing can be committed.                     (2 marks)  
 

(c) Discuss FOUR equitable remedies for breach of contract under the law of contract.          (8 marks) 
(Total: 20 marks) 

 
QUESTION FIVE 
(a) List TWO contents in the information memorandum of a collective investment scheme (CIS) under the 

following classification: 

(i) Scheme details.                        (2 marks) 

(ii) Investment objective.          (2 marks) 

(iii) Scheme participants.            (2 marks) 
 

(b) Highlight FOUR disadvantages of Initial Public Offering (IPO).                                       (4 marks) 

(c) Define the term “independent non-executive director” as defined in the regulations relating to corporate 
governance of market intermediaries.                              (4 marks) 

(d) Summarise SIX requirements that must be fulfilled by a firm before being listed in the securities exchange.                         
   (6 marks) 
            (Total: 20 marks) 
QUESTION SIX 
(a) With reference to client confidentiality rules:     

(i) Outline FIVE policy provisions that should be included in the policies and procedures adopted by the 
market intermediaries to ensure client confidentiality.  (5 marks) 

(ii) State TWO institutions that a market intermediary might disclose information relating to a client. 
  (2 marks) 

(b) Summarise FIVE types of monies that compose the investor compensation fund or an equivalent body in your 
jurisdiction. (5 marks) 
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(c) Explain TWO benefits of the depository system to each of the following financial markets participants: 

(i) Investors.          (4 marks) 

(ii) The Company.          (4 marks) 
            (Total: 20 marks) 
 
QUESTION SEVEN 
(a) Summarise FOUR functions of a Deposit Insurance Corporation or its equivalent in your country.        (4 marks) 

(b) A reporting institution shall report suspicious or unusual transaction or activity to the financial reporting centre 
in the prescribed form immediately or within seven days of the date the transaction or activity that is considered 
to have suspiciously occurred. 

With reference to the above statement, highlight TWO ways through which the form can be obtained. (4 marks)   

(c) Outline SIX functions of the Financial Reporting Centre or an equivalent organisation in your Country. 
   (6 marks) 

(d) With reference to the Law of agency, discuss THREE characteristics of an agency relationship.           (6 marks) 
                                                    (Total: 20 marks) 

……………………………………………………………………… 
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CIFA FOUNDATION LEVEL 
 

REGULATION OF FINANCIAL MARKETS 
 

TUESDAY: 6 December 2022. Morning Paper.   Time Allowed: 3 hours. 
 
Answer any FIVE questions. ALL questions carry equal marks. Do NOT write anything on this paper. 
 
QUESTION ONE 
(a) Highlight SIX functions of a securities exchange in your country.  (6 marks) 

 
(b) Analyse THREE vitiating factors that may undermine in a financial contract.  (6 marks) 

 
(c) Explain how a financial contract may be discharged through the following ways: 

 
(i) Performance.  (2 marks) 

 
(ii) Agreement.  (2 marks) 

 
(iii)  Breach. (2 marks) 

 
(iv)  Operation of law.  (2 marks) 

 (Total: 20 marks) 
       

QUESTION TWO 
(a) Summarise FIVE instances where an agent may become personally liable to third parties on a contract on behalf of 

his principal.  (5 marks) 
 
(b) In determination of a commercial disputes in your country, Commercial Courts (or their equivalent) have power to 

make any order and grant any relief as they deem fit and just.  
 

 Required: 
 Outline FIVE orders a court can make in exercise of its jurisdiction over commercial contracts.  (5 marks) 
 
(c) With reference to the International Organisation of Securities Commissions (IOSCO): 

 
(i) State the rationale for the existence of IOSCO.  (2 marks) 
 
(ii) Give THREE objectives that IOSCO members have resolved to.  (3 marks) 

 
(d) With reference to the capital market intermediaries that require authorisation from the Capital Markets Authority 

(CMA), or an equivalent in your country: 
 
(i) Distinguish between a “dealing online foreign exchange broker” and a “non-dealing online foreign 

exchange broker”.  (4 marks) 
 

(ii) State the minimum number of unimpaired shareholders’ funds (paid up share capital and reserves) and the 
minimum amount of liquid capital for a dealing online foreign exchange broker.  (1 mark) 

  (Total: 20 marks) 
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QUESTION THREE 
(a) The Central Securities Depository operates as a self-regulator body as per the rules approved by the Capital Market 

regulator.  
 
Required: 
In light of the above statement, highlight FOUR areas covered by the rules of the Central Securities Depository.  
  (4 marks) 

 
(b) State FOUR conditions that must be fulfilled before admission to listing of real estate investment trust (REIT). 

   (4 marks) 

(c) A fund manager manages discretionary funds and has appointed a custodian for the assets of the fund.  
 
Explain THREE duties of a custodian.  (6 marks) 
 

(d) Discuss THREE obligations of licensed financial market intermediaries.  (6 marks) 
  (Total: 20 marks) 

 
QUESTION FOUR 
(a) In relation to regulation of financial market intermediaries and operation of collective investment schemes in your 

country, explain the role of: 
 
(i) Real Estate Investment Trusts (REIT) manager.  (2 marks) 

 
(ii) REIT trustee.  (2 marks) 

 
(b) In relation to investment of funds: 

 
(i) Explain the term “Exchange Traded Fund” (ETF).  (2 marks) 

 
(ii) Examine THREE requirements that an ETF must meet before being listed in the securities exchange as 

applicable in your jurisdiction. (6 marks) 
 

(c) Steve Johnson is a European investor who has recently expressed desire to invest in the Kenyan financial services 
space. He has analysed recent market discussions and identified Credit Information Sharing as a critical emerging 
issue that may impact his investments. He has tasked you to keep him abreast on these discussions around Credit 
Rating Agencies. 
 
Required: 
In your presentation to Steve Johnson: 
 
(i) Explain the term “Credit Information Sharing” (CIS) in respect to Credit Rating Agencies.  (2 marks) 

 
(ii) Highlight TWO benefits of CIS with respect to each of the following headings: 

 
• Customer.  (2 marks) 

 

• Lender.  (2 marks) 
 

• Economy.  (2 marks) 
 (Total: 20 marks) 

QUESTION FIVE 
(a) As part of the investment advice process, the client’s risk profile must be undertaken by a market intermediary. 

 
 Explain THREE components of client’s risk profile.  (6 marks) 

(b) Analyse THREE ways in which an intermediary can eliminate conflict of interest or minimise its effect on 
decision making with reference to corporate governance and conduct of business of market intermediaries in your 
jurisdiction.  (6 marks) 
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(c) With respect to the law of agency: 
 
(i) Highlight FOUR ways in which an agency can be terminated by agreement between the agent and the 

principal in the absence of express provisions in the agency agreement.  (4 marks) 
 

(ii) Describe TWO ways in which an agency relationship can be created.  (4 marks) 
  (Total: 20 marks) 

 
QUESTION SIX 
(a) A venture capital company can apply to the Capital Markets Authority (CMA), or an equivalent in your country, 

for authorsation provided it meets certain eligibility requirements. 
 

Required: 
(i) Highlight FOUR details that a venture capital company must include in the application for authorisation 

in order to meet CMA eligibility requirements in your country.  (4 marks) 
 

(ii) Outline TWO prohibitions placed upon a venture capital company once authorised and registered. 
  (2 marks) 

 
(b) Explain THREE powers of the Financial Reporting Centre to take administrative action for non-compliance.   

   (6 marks) 
 

(c) With reference to licensing requirements on the obligations of licensed intermediaries in record keeping and 
reporting obligations, discuss FOUR records that are to be maintained by an investment adviser and fund manager.  

  (8 marks) 
  (Total: 20 marks) 
 
QUESTION SEVEN 
(a) Adopting a structured and disciplined approach to investment advice is essential in these days of increasing 

professionalism and regulatory scrutiny. 
 

Required: 
List FIVE distinct stages that a structured and disciplined approach investment advice process can be divided into. 

(5 marks)  

(b) With respect to customer due diligence (CDD) requirements for natural persons, legal persons, partnerships and 
trusts. 

 
Required: 
(i) Name THREE activities that are involved in CDD.  (3 marks) 

 
(ii) Enumerate SIX factors that customers might possess which present a higher risk of money laundering.  

(6 marks) 
 

(c) Discuss THREE responsibilities of senior management in discharging the obligations placed on them in 
developing Anti-Money Laundering (AML) and Combating the Financing of Terrorism (CFT) processes and 
procedures.  (6 marks) 

          (Total: 20 marks) 
……………………………………………………………………… 
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CIFA FOUNDATION LEVEL 

PILOT PAPER 

REGULATION OF FINANCIAL MARKETS 

December 2021. Time Allowed: 3 hours. 

Answer any FIVE questions. ALL questions carry equal marks. 

QUESTION ONE 
In the context of financial markets regulatory institutions: 

(a) Highlight ten functions of The Competition Authority of Kenya. (10 marks) 

(b) Explain five roles of professional bodies in financial services. (10 marks) 
(Total: 20 marks) 

QUESTION TWO 
(a) David Kamata posted a letter to Judy Kasuku in which he offered to sell his car to Judy Kasuku for Sh.500,000.

David Kamata gave Judy Kasuku seven days within which to accept the offer. David Kamata after much thought
felt that the offer he had made to Judy Kasuku was too low and he wrote a letter to Judy Kasuku revoking the offer
but by the time Judy Kasuku received the letter of revocation, she had already posted her letter of acceptance to
David Kamata. Judy Kasuku feels aggrieved and intends to sue David Kamata.

Analyse the legal principles applicable in the above case and advice Judy Kasuku.  (10 marks)

(b) In relation to fundamentals of the law of agency:

(i) Identify six circumstances under which the agent might be held personally liable for contracts entered into
on behalf of his principal. (6 marks) 

(ii) Explain the meaning of the term ostensible authority. (4 marks) 
(Total: 20 marks) 

QUESTION THREE  
With reference to regulations of Capital Markets: 

(a) Discuss three objectives of the International Organisation of Securities Commission (IOSCO) for regulating the
securities market. (6 marks) 

(b) Summarise eight attributes of an effective financial regulator. (8 marks) 

(c) Explain three reasons why regulation of Capital Markets is necessary. (6 marks) 
(Total: 20 marks) 
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QUESTION FOUR  
(a) In the context of the conduct of the business of Market Intermediaries: 

 
(i) Explain the meaning of the term cold calling.  (2 marks)  

 
(ii) Outline five rules governing cold calling.  (10 marks) 

 
(b) Highlight four probable guidelines that might be contained in a company’s Employee Code of conduct.  

  (8 marks)  
  (Total: 20 marks) 
 

QUESTION FIVE  
(a) With reference to financial market intermediaries, explain the meaning of the following terms:  

 
(i) Foreign exchange broker.  (2 marks)  

 
(ii) Money manager.  (2 marks) 

  
(b) Describe three roles of the money manager.   (6 marks) 

 
(c) Summarise ten requirements for registration of a Venture Capital firm in Kenya. (10 marks) 

 (Total: 20 marks) 
 

QUESTION SIX  
(a) With reference to Securities Exchanges and Clearing Agencies: 

 
(i) Explain six responsibilities of a nominated adviser (NOMAD) of a company. (6 marks) 

 
(ii) Highlight three requirements to be satisfied for appointment as a company NOMAD.  (6 marks) 

 
(b) (i) Define the term demutualisation.  (2 marks)  

 
(ii) Discuss three advantages of demutualisation. (6 marks) 
  (Total: 20 marks) 

 
QUESTION SEVEN 
(a) Describe eight rules that an applicant might incorporate in its application to operate as a central depository. 

  (8 marks) 
 

(b) Indicate six kinds of information that a body corporate which intends to apply for appointment as a central 
depository agent might be required to submit to the central depository.  (6 marks)  
 

(c) Explain three advantages of the Employee Share Ownership Plans (ESOPs) to employees.  (6 marks) 
 (Total: 20 marks) 

…………………………………………………………………… 
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CIFA FOUNDATION LEVEL 

 
REGULATION OF FINANCIAL MARKETS 

 
TUESDAY: 2 August 2022. Morning paper.   Time Allowed: 3 hours. 
 
Answer any FIVE questions. ALL questions carry equal marks. Do NOT write anything on this paper. 
 
QUESTION ONE 
(a) In relation to classification of contracts, distinguish between the following types of contracts: 

 
(i) “Express contract” and “implied contract”. (2 marks) 

(ii) “Unilateral contract” and “bilateral contract”. (2 marks) 

(iii) “Valid contract” and “voidable contract”. (2 marks) 

(iv) “Executed contract” and “executory contract”. (2 marks) 

(b) The judiciary operates through courts which exercise certain powers (jurisdictions) as given by the law. 

 Required: 
 State the three types of jurisdictions that courts can exercise according to the court system in your country. 
   (3 marks) 

(c) Examine three duties of an agent to his principal as provided for in the law of agency. (3 marks) 

(d) Explain three main components of a legally binding financial contract. (6 marks) 
   (Total: 20 marks) 
 
QUESTION TWO 
(a) It has been argued that principles-based regulation which emphasises adhering to the spirit of the regulation is 

more appropriate. Policy makers need to identify the source of market failures first and then design regulations to 
specifically address those market failures.  
 
In light of the above statement, propose four major market failures that precipitated the global financial crisis 
necessitating regulation in the international financial markets. (4 marks) 
 

(b) The Capital Markets Authority (CMA) issues regulations to facilitate the efficient workings of the financial 
markets. 
 
Required: 
In relation to the above statement, outline four issues that the CMA or its equivalent body in your country could 
consider in making sure that the issued regulations are appropriate. (4 marks) 
 

(c) Identify five aspects that the Capital Markets Authority (CMA) or its equivalent in your country could consider in 
determining whether a firm is suitable for the grant of a licence. (5 marks)  
 

(d) With reference to central securities depository: 

(i) Explain the term “a central securities depository”. (2 marks) 

(ii) Summarise five duties of a central depository. (5 marks) 
  (Total: 20 marks) 
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QUESTION THREE 
(a) Explain the functions of the following capital market intermediaries: 

 

(i) Stock broker. (2 marks) 

(ii) Dealer. (2 marks) 

(iii) Investment bank. (2 marks) 

(iv) Fund manager. (2 marks) 
 

(b) Highlight four offences that could constitute market abuse in the capital market. (4 marks) 

(c) Highlight four regulations concerning employees that a firm must follow in ensuring compliance with capital 
market regulations. (4 marks) 

(d) Explain the following sources of law in your country: 

(i) Constitution. (2 marks) 

(ii) Delegated legislation. (2 marks) 
 (Total: 20 marks) 
 

QUESTION FOUR 
(a) With respect to Anti-Money Laundering (AML) requirements, explain the following stages of money laundering: 

 

(i) Placement. (2 marks) 

(ii) Layering. (2 marks) 

(iii) Integration. (2 marks) 
 

(b) In relation to the prevention of money laundering, identify three details a market intermediary should obtain from a 
client on each occasion that the client places an investment order. (3 marks)  

(c) Highlight five circumstances under which an authorised central depository agent may be suspended or prohibited 
from maintaining or performing approved functions. (5 marks) 

(d) Describe the ways in which the following investment funds operate: 

(i) Exchange-traded funds (ETFs). (2 marks) 

(ii) Real estate investment trusts (REITS). (2 marks) 

(iii) Employee share ownership plans (ESOPs). (2 marks) 
 

 (Total: 20 marks) 
QUESTION FIVE 
(a) Central Banks operate at the very centre of a nation’s financial system. They are usually public bodies, but 

increasingly, they operate independently of government control or political interference. 
 
Required: 
With reference to the above statement, state six functions of the Central Bank in your country. (6 marks) 
 

(b) Highlight four major benefits of Collective Investments Schemes (CISs). (4 marks) 
 

(c) Highlight six regulatory functions of the Capital Markets Authority (CMA) in your country. (6 marks) 
 

(d) There is inevitably some overlap between anti-money laundering provisions and the rules designed to prevent the 
financing of terrorist acts. However, differences do exist. 
 
Required: 
Explain two major differences between terrorist financing and other money laundering activities. (4 marks) 
  (Total: 20 marks)  
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QUESTION SIX 
(a) Outline the five contents of a client agreement as it relates to the conduct of business of market intermediaries.                   

  (5 marks) 
 

(b) Highlight four regulatory requirements for real estate investment trusts (REITs). (4 marks) 
 

(c) Identify three components of risk profile of a client. (3 marks) 
 

(d) The level of transparency is an essential determinant of an effective market. The regulators and the exchange must 
ensure the greatest degree of transparency for investors to be able to make informed decisions. 
 
Required: 
In reference to the above statement, differentiate between “pre-trade transparency” and “post-trade transparency”. 
  (4 marks) 

(e) A derivatives exchange must meet regulator’s requirements for authorisation and its clearing and settlement 
operations. 
 
Required: 
Explain four such requirements. (4 marks) 
  (Total: 20 marks)  
 

QUESTION SEVEN 
(a) (i) Describe three situations under which the capital market regulator has the power to intervene in the 

management of its licensee. (6 marks) 

(ii) Highlight four actions that the capital market regulator may undertake in exercising its power to intervene 
in the management of its licensee. (4 marks) 

(b) The Competition Authority of Kenya’s (CAK) role is to protect, strengthen and supplement the way competition 
works in markets and industries. The authority carries out this role through various activities some of which merge 
or relate with Capital Markets Authority (CMA).   
 
Required: 
State the functions of CAK or an equivalent Authority in your country. (5 marks) 
 

(c) Highlight five circumstances under which Sacco Societies Regulatory Authority (SASRA) might require higher 
minimum capital ratios for a Sacco Society.  (5 marks) 

   (Total: 20 marks) 
……………………………………………………………………… 
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