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CISI Investment Funds in Canada (IFC) Exam Sample Questions (Q258-
Q263):

NEW QUESTION # 258

Sagira is a Compliance Officer with WealthPath Investments Inc., a registered mutual fund dealer. Sagira routinely answers inquiries
from the firm's Dealing Representatives and offers guidance.

Which of'the following statements would Sagira likely agree is a permitted activity for Dealing Representatives to have with clients?

e A. Authority granted to a Dealing Representative over a client's account or finances must be documented under a Power of
Attorney.

¢ B. Purchasing real property from clients is permitted if there is a written agreement in place and the firmis party to the
agreement.

e (. Positions of mfluence are permitted if the terms and conditions of the regulator are met and the activity is approved by the
dealer.

e D. Borrowing from clients is prohibited, but personal loans to clients may be offered.

Answer: C

Explanation:

A position of influence is an outside activity that places the Dealing Representative in a position of power or influence over a client or
potential client, such as a trustee, executor, or director of a charitable organization.

A position of influence may create a conflict of interest or a potential conflict of interest between the Dealing Representative and the
client. Therefore, the MFDA rules require that a Dealing Representative must report any position of influence to the dealer and
obtain the dealer's approval before engaging in such activity. The dealer must also ensure that the position of influence does not
impair the Dealing Representative's ability to act in the best interests of the client and that the client is aware of the nature and extent
of the position of influence12 References = Canadian Investment Funds Course (CIFC) - Module 1: The Financial Services Industry
- Section 1.3: Know Your Client (KYC)3 and web search results fiom search web(query="positions of influence and mutual fund
dealers association rules')12

3: https//www.ifSe.ca/wp-content/uploads/202 1/08/CIFC-Module- 1.pdf

NEW QUESTION # 259
The demand for blue widgets increases sharply due to a newspaper report that using blue widgets improves recovery from influenza.
What can be said about the law of supply?

A. Price increases and production decreases
B. Price and production both decrease

C. Price and production both increase

D. Price decreases and production increases

Answer: C

Explanation:

Comprehensive and Detailed Explanation From Exact Extract:

The law of supply dictates that when demand exceeds supply, prices rise, prompting producers to increase production to meet
demand and maximize profits. The feedback from the document states:

"The law of supply states that when demand is greater than supply, the price increases, and producers increase production to meet
demand and maximize profit." Reference:Chapter 3 - Economic PrinciplesLearning Domain:An Introduction to the Mutual Funds
Marketplace

NEW QUESTION # 260

Throughout the year, the Redwood Global Equity Fund generated the following outcomes:

. $1.00 per unit of interest income from Canadian treasury bills

. $2.50 per unit of dividend income from foreign corporations

. $7.75 per unit of capital gains from the sale of Canadian corporations

. $6.50 per unit of capital gains from the sale of foreign corporations

. $2.00 per unit of capital losses from the sale of foreign corporations Given that the Redwood Global Equity Fund is structured as a
mutual fund trust, which of the following statements is true?



¢ A Since Redwood pays the tax on foreign income, it does not distribute dividend or capital gains income from foreign
sources to unitholders.

¢ B. Redwood can flow the foreign dividends to unitholders, who can then take advantage of the dividend gross-up and tax
credit mechanism

e C. Redwood can distribute the $2.00 per unit of capital losses to unitholders, who can then use them to offset their capital
gains.

e D. Unitholders will receive $12.25 per unit of net capital gains from Redwood, of which only 50% is subject to tax.

Answer: D

Explanation:

This statement is true because a mutual fund trust can distribute its net income and net realized capital gains to its unitholders, and
avoid paying tax at the fund level. The unitholders then report their share of the fund's income and capital gains on their tax returns,
and pay tax according to their marginal tax rates. In this case, Redwood has generated $14.25 per unit of capital gains from the sale
of Canadian and foreign corporations, and $2.00 per unit of capital losses from the sale of foreign corporations. Therefore, its net
capital gains are

$12.25 per unit ($14.25 - $2.00), which it can distribute to its unitholders. The unitholders will only include

50% of the net capital gains in their taxable ncome, as per the inclusion rate for capital gains in Canadal. The other 50% is tax-fiee.
The other statements are false because:

* A. Redwood cannot flow the foreign dividends to unitholders, who can then take advantage of the dividend gross-up and tax
credit mechanism. This mechanism only applies to dividends received from Canadian corporations that are eligble for the enhanced
dividend tax credit or the ordinary dividend tax credit2. Foreign dividends are treated asforeign income, and are subject to
withholding tax by the source country and income tax by Canada3.

* C. Redwood cannot distribute the $2.00 per unit of capital losses to unitholders, who can then use themto offset their capital
gains. A mutual fund trust can only distribute its net income and net realized capital gains, not its capital losses4. However, a mutual
fund trust can carry forward its capital losses indefinitely and use them to reduce its taxable capital gains in future years5.

* D. Redwood does not pay the tax on foreign income, and it does distribute dividend or capital gains income from foreign sources
to unitholders. A mutual fund trust pays tax on its foreign income only if it does not distribute it to its unitholders in the same year it is
earned. However, most mutual fund trusts distribute all or most of their foreign income to their unitholders, as they want to avoid
paying tax at the fnd level and maintain their status as a mutual fund trust.

Canadian Investment Funds Course (CIFC) Study Guide, Chapter 7: Taxation, Section 7.3: Taxation of Mutual Funds, page 7-10
Canadian Investment Funds Course (CIFC) Study Guide, Chapter 7: Taxation, Section 7.2: Taxation of Investment Income, page
7-4 Foreign Income - Canada.ca Mutual Fund Trusts - Canada.ca Capital Losses and Deductions - Canada.ca Taxation of Foreign
Income - IFSE Institute Mutual Fund Trusts - IFSE Institute

NEW QUESTION # 261
Ayan wants to make a registered retirement savings plan (RRSP) contribution and deduct it from his Year 1 income. What is the
deadline for this contribution (assume that it is NOT a leap year)?

A. December 31, Year 2
B. March 1, Year 2
C.March 1, Year 1
D. December 31, Year 1

Answer: B

NEW QUESTION # 262
What entity receives all find money obtained from investors buying units/shares?

A. Custodian

B. Dealer

C. Registrar

D. Fund manager

Answer: A

Explanation:
Comprehensive and Detailed Explanation From Exact Extract:



The custodian, typically a trust company, receives and holds all finds from investors and other sources, managing the find's assets
and expenses. The feedback from the document states:

"The Custodian. When a mutual fund is established, a separate organization, most often a trust company, is appointed as the fund's
custodian. The custodian receives and holds the find's money obtained from all sources - investors buying the fund's units or shares,
incomme earned by the fund's investment portfolio, proceeds from the sale of the fund's nvestments, holds all the find's assets and
distributes the fund's money to pay the fund's expenses." Reference:Chapter 10 - The Modern Mutual FundLearning Domain:The
Modern Mutual Fund

NEW QUESTION # 263
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