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CSI AFP-Exam-1 Exam Syllabus Topics:

Section Weight Objectives

- Professional Conduct and Regulatory Compliance
- Client Relationship and Practice Management

- Investment Planning

- Asset and Liability Management
- Estate Planning

- Risk Management and Insurance
- Retirement Planning

- Tax Planning

Topic 1: Enabling Competencies 16%

Topic 2: Technical Competencies 84%
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FiRE #114
Ali wishes to retire in five years. His financial planner calculates that he needs to save an additional $40,000 to meet his retirement
income objectives. What would Ali's financial planner advise him to do in order to meet his retirement income objectives?

A. Purchase a whole-life insurance and nvest within the policy.

B. Take out a mortgage to invest and fund some of the retirement income shortage.
C. Reduce current expenses.

D. Invest more in equity market to achieve a higher return.

ER: C

i REES B -

With only five years until retirement, Ali's planner should recommend reducing current expenses and redirecting the freed cash flow
to retirement savings. The short time horizon makes aggressive corrective strategies dangerous. Borrowing through a mortgage to
invest introduces leverage risk and could worsen retirement security if markets underperform. Increasing equity exposure solely to
chase a higher return may be inconsistent with the time horizon and risk capacity. Whole life insurance is not an efficient solution for a
near-termretirement savings shortfall; it combines insurance and mvestment features but does not directly solve a five-year funding
gap. Expense reduction is controllable, immediate, and aligned with the identified

$40,000 savings need. The planner should quantify how much monthly savings is required and monitor progress annually. Study
Guide focus: retirement shortfall strategies, savings rate, time horizon, risk capacity, leverage risk, and expense management. The
recommendation is conservative because the closer the retirement date, the less time Ali has to recover from investment error.
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P8 #115
A higher-income spouse contributes to a spousal RRSP for the lower-income spouse. The lower-income spouse withdraws the
contribution amount the following year. What should the planner warn them about?

A. The withdrawal is always tax-free.

B. The contribution permanently eliminates all future spousal RRSP room.
C. The withdrawal may attribute back to the contributing spouse.

D. The withdrawal must be taxed as capital gains.

ER:. C

i REES B -

Spousal RRSPs support retirement income splitting, but the attribution rules prevent short-term deduction-and- withdrawal planning,
Ifthe annuitant spouse withdraws amounts from a spousal RRSP within the attribution period, recent contributions may be included
in the contributing spouse's income rather than the annuitant's income. Option A is wrong because RRSP withdrawals are taxable
unless a specific program or offset applies.

Option C is wrong because RRSP withdrawals are ordinary income, not capital gains. Option D misstates the mechanics; RRSP
contribution room belongs to the contributor and is affected by contributions, but spousal RRSP room is not a separate permanent
account destroyed by one contribution. A planner should review timing, contribution history, expected retirement brackets, pension
income, and cash flow needs before recommending withdrawals. The strategy works best when used for longer-term retirement
income planning rather than immediate tax arbitrage. References/topics: spousal RRSP, attribution rules, retirement income splitting,
taxable withdrawals. Timing records are essential because attribution depends on recent contributions.

i RE #116
Maya, a financial planner, is meeting with a new client who was recently referred to her. In determmning the client's overall risk
tolerance, what qualitative data should Maya capture as part of her process?

A. Annual earings data.

B. Personal net worth statement.
C. Stock option plan details.

D. Past investment experiences.

ZE: D

fE AR A«

Past investment experience is qualitative data because it describes behaviour, comfort, and decision history rather than a numeric
financial measure. Maya should ask what products the client has owned, how the client reacted to market losses, whether prior
advice was understood, and whether past decisions were self-directed or advisor-led. Annual earnings and net worth are
quantitative measures used to assess capacity, savings ability, and suitability, but they do not reveal the client's behavioural tolerance
for volatility. Stock option plan details are also quantitative and employment-compensation related. In AFP discovery , risk tolerance
is built from both subjective and objective evidence: qualitative attitudes and experience are combined with financial capacity, time
horizon, and liquidity needs. The answer is therefore past investment experiences because it provides direct insight into how the client
may respond to risk. Study Guide focus: discovery, qualitative data, mvestment experience, KYC, and risk profiling, A client who
has never experienced a major decline may overstate tolerance during a calm market.

P& #117
A client borrows $100,000 to mvest in a non-registered portfolio expected to generate interest and dividend income. What tax
principle is most relevant?

A. Interest deductibility applies only to TFSA contributions.

B. The investment income becomes tax-fiee because leverage is used.

C. Loan interest is never deductible for individuals.

D. Interest on borrowed money may be deductible when the funds are used to earn income from property.

ZE: D

fE R A -
Interest deductibility depends on purpose and traceability. If borrowed money is used for the purpose of earning income froma



business or property, interest may be deductible, provided the legal requirements are met and the borrowing can be traced to the
income-producing nvestment. Option B is false because individuals may deduct interest in qualifying leveraged investment
arrangements. Option C is wrong because leverage does not change the tax character of mvestment income; interest, dividends, and
capital gains remain taxable according to normal rules. Option D is incorrect because borrowing to contribute to a TFSA generally
does not create deductible nterest, since TFSA income is not taxable. A planner should not treat deductibility as the only issue.
Leverage increases downside risk, magnifies losses, creates cash flow obligations, and may be unsuitable for clients with low risk
capacity. Documentation, account segregation, investment mandate, and repayment ability are essential. References/topics: interest
deductibility, leveraged mvesting, taxable income, suitability.

RIRE #118

Rob, age 42, is married with three children in elementary school. He works as an operations supervisor at a small manufacturing
company, earning $70,000 annually. Rob asks his financial planner, Wendy, to liquidate his GIC investments worth $55,000 in order
to use the sale proceeds to purchase a gold stock referred to him by his fiiend who expects the stock to appreciate significantly. Rob
has not purchased stock before. What should be Wendy's reaction to Rob's query?

e A. Refrain from questioning Rob's judgment because the order is unsolicited.
e B. Delay placing the order, advise Rob to take some time to reconsider.

e C. Review Rob's risk tolerance, time horizon, and objectives.

e D. Refuse the order and tell Rob to manage his own investments.

BR: C

fE R A -

Wendy cannot treat Rob's request as routine order taking, He wants to liquidate $55,000 of GICs and buy a single gold stock
based on a friend's expectation of appreciation, while he has a spouse, three young children, and no prior stock-purchasing
experience. That is a major change in risk, concentration, liquidity, and suitability. The correct professional response is to review his
risk tolerance, risk capacity, time horizon, objectives, investment knowledge, and financial circunstances before implementing or
recommending the trade. Refusing the order outright may be unnecessary before analysis, while placing it without inquiry would
ignore suitability obligations. Delaying and telling him to think about it is incomplete unless the planner completes the required review
and documents the conversation. AFP conduct standards require the planner to slow the process when a proposed transaction
conflicts with the known client profile. Study Guide focus:

KYC, suitability, concentration risk, unsolicited instructions, and professional duty of care.
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