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B #35
In relation to suitability which of the following is true?

A. There can only be one suitable recommendation that puts the client's interest first

B. There may be multiple recommendations that prioritize both client and dealer interests
C. There may be nuiltiple suitable recommendations that put the client's interest first

D. There can only be one suitable recommendation balancing client and dealer interests

EfE: C
AR :

The correct answer is B . Suitability does not necessarily produce one uniquely correct investment recommendation. CIRO guidance
expressly recognizes a "range of possible suitable recommendations." Depending on the client's KYC information, financial
circunstances, nvestment objectives, time horizon, risk profile, portfolio composition and available products, several different
mvestment actions may satisfy the suitability criteria.

However, identifying several technically suitable alternatives does not end the analysis. IDPC Rule 3402 requires the Dealer and
Registered Individual to determine that the proposed mnvestment action is suitable and puts the client's interest first . The analysis must
consider KYC information, KYP information, concentration and liquidity effects, actual and potential costs, and a reasonable range
of alternative actions available through the firm

CIRO specifically states that when several suitable options exist, the Registered Individual must place the client's interest ahead of
the Dealer's or representative's interests and other competing considerations, including higher compensation or incentives. Therefore,
A and C are incorrect because suitability is not based on balancing the client's interest against the Dealer's commercial interest. D is
incorrect because CIRO expressly recognizes that several suitable recommendations may exist.

Study Guide Reference: CIRE Elements 3.10-3.13 - account suitability and client suitability determination; IDPC Rule 3402 and
CIRO KYC/Suitability Guidance.

HR #36
An Investment Dealer must explain the conplaint escalation options available to a Retail Client. Which of the following is the most
likely next step a client would take if dissatisfied with the firni's final response to a complaint?

¢ A. Crimnal legal proceedings

¢ B. Class action

e (. Referral to the Canadian Securities Administrators (CSA)
e D. Referral to the ombudsman

Ef#: D

fR e«

The correct answer is B . For an unresolved investment complaint, the principal independent escalation mechanism identified in
CIRO's client-compensation framework is the Ombudsman for Banking Services and Investments (OBSI) . CIRO states that after a
client receives the firm's substantive response and remains dissatisfied, the client may proceed directly to OBSI or consider other
available legal or arbitration options.

OBSI is an independent dispute-resolution service, and CIRO-regulated investment firns are required to participate in its process.
CIRO complaint-handling guidance also requires the Dealer's substantive response to explain the alternatives available when a client
is dissatisfied. These include the ombudsman service, arbitration and litigation. CIRO specifically requires clients to be informed that
OBSI becomes available upon receipt of the substantive response, or after the applicable complaint-processing period where a
response has not been provided.

A is inappropriate as the ordinary next step because a compensation dispute does not automatically constitute a criminal matter. C is
not the primary compensation route; securities regulators and CIRO may mvestigate regulatory misconduct but generally do not
function as the client's damages tribunal. D may be legally possible in unusual circunstances but is not the standard escalation
mechanism

The official CIRE practice material states that OBSI becomes mvolved when the firm and client cannot resolve the complaint
therrselves .

Study Guide Reference: CIRE Element 4.2 - recourse for dissatisfied clients: OBSI, litigation and CIRO arbitration.



B #37

An Investment Dealer rewards Registered Representatives (RRs) when they meet monthly goals for asset accumulation. An RR is
close to achieving a key threshold and offers to rebate management fees for 3 months if a new client signs on. The RR has not
notified the Investment Dealer of this arrangement. Has the RR done anything wrong?

® A Yes, because the RR should offer rebates to all clients, not just new ones, to ensure fairness

¢ B. No, because the rebate benefits the client and helps the RR meet their Investment Dealer's goals
e C. Yes, because the RR made a financial arrangement without Investment Dealer approval

¢ D. No, because management fee rebates are a standard practice in the industry

Ef#: C

TR

The correct answer is D . The RR has entered into an unauthorized financial arrangement affecting client fees without first obtaining
the Investment Dealer's knowledge and approval. An individual representative cannot independently modify, rebate or personally
negotiate Dealer-related compensation arrangements simply to secure new assets. CIRO's personal-financial-dealings framework
prohibits employees and Approved Persons from engaging directly or indirectly in improper personal financial dealings with clients
and requires Dealer nvolvement and approval where specified arrangements arise.

There is also a significant compensation-related conflict of interest . The RR is close to an asset- accumulation threshold, creating a
personal financial incentive to attract the new client. CIRO and CSA specifically identify compensation programs based on sales
targets, net new assets or new clients as arrangements capable of creating material conflicts that firms must identify and address in
clients' best nterests.

A is incorrect because a client's short-term financial benefit does not authorize the RR to bypass Dealer supervision. B is incorrect
because the existence of legitimate firm-approved rebate programs does not permit an individual RR to create one independently. C
misses the regulatory issue: equal availability to other clients would not cure the lack of Dealer authorization or the incentive conflict.
Study Guide Reference: CIRE Element 9 - conflicts of interest, compensation-related conflicts and personal financial dealings; IDPC
Rules 3111-3115.

HM #38
What is the most likely consequence if an Investment Dealer breaches CIRO rules?

A. Client accounts being frozen

B. Inability to onboard institutional investors
C. External monitor appointed to oversee
D. Increased risk of regulatory penalties

Ef#: D

fi .-

The correct answer is A . A breach of CIRO requirements exposes an Investment Dealer to regulatory nvestigation, disciplinary
proceedings and potential sanctions . The precise consequence depends on the nature, seriousness, duration and consequences of
the misconduct, as well as factors such as investor harm, prior disciplinary history, cooperation and whether the violation was
deliberate or repeated.

CIRO's current Sanction Guidelines establish a range of available regulatory consequences. Hearing panels may impose monetary
fines and disgorgement, suspensions, conditions on membership and, for sufficiently serious conduct, expulsion or permanent bars. A
monitor can also be imposed in appropriate circumstances, but it is a specific remedial measure rather than the automatic or most
likely result of every rule breach.

Recent CIRO enforcement activity confirms that firms continue to face significant fines, costs and disgorgement for regulatory
violations.

Accordingly, A is the broad and technically correct response. B is possible in serious cases where enhanced supervision or
remediation is required, but it is not inevitable. C is not an automatic consequence of a CIRO violation. D likewise does not follow
generally from a breach.

The regulatory purpose of sanctions is principally preventive: protecting investors, strengthening market integrity and deterring future
misconduct.

Study Guide Reference: CIRE Element 1 - CIRO's regulatory and enforcement role within the Canadian securities framework;
CIRO Sanction Guidelines.

R #39
‘Which of the following reflects the CIRO standards of conduct in relation to client interaction?



¢ A. Emphasize the positive aspects of an investment opportunity to maintain the client's confidence in the integrity of the
markets

¢ B. Regulated Persons must be open and fair in the disclosure to clients of any price sensitive information

¢ C. Disclosure of complex investment risks can be withheld if to disclose could be detrimental to the firmis interests

¢ D. Anunreasonable departure from the standards expected of a Regulated Person is acceptable in isolated situations

IEf#: B

A :

The best answer is A , because it reflects CIRO's findamental requirerment that Regulated Persons conduct business openly and
fairly . IDPC Rule 1402 requires a Regulated Person, in the transaction of business, to observe high standards of ethics and conduct
and to "act openly and fairly and in accordance with just and equitable principles of trade." A should be understood subject to
securities-law confidentiality and insider-trading requirements: a representative must never selectively disclose material non-public
information merely because it is price- sensitive. Rather, where information is lawfully required or permitted to be commumicated to a
client, dealings and disclosure must be accurate, balanced, fair and consistent with applicable confidentiality rules.

B directly contradicts Rule 1402 because an unreasonable departure from expected standards may constitute a standards-of-
conduct violation even if the conduct is isolated. C is incorrect because protecting the firm's commercial interests does not justify
concealing material risks necessary for an informed client decision. D is also inconsistent with fair dealing; selectively emphasizing
positive characteristics while minimizing material risks can mislead clients and undermine rather than preserve market confidence.
CIRO specifically identifies negligence, regulatory non-compliance, unreasonable departures from expected standards, and conduct
likely to diminish investor confidence as potentially contrary to its standards.

Study Guide Reference: CIRE Elements 9.3-9.6 - Ethics, Client Interaction and CIRO Standards of Conduct; IDPC Rule 1402.
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