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FINA200

JMSB Third Sample Final Exam

Suggested Solution

Section I:   33 Multiple Choice Questions
1. d






2. c

3. b

4. c

5. a

6. b
7. a

8. a

9. c

10. b

11. c

12. c

13. a

14. b

15. c

16. c

17. c

18. b

19. a

20. d

21. b

22. d

23. a

24. d

25. c

26. b

27. b
28. b
29. c

30. d

31. c
32. c
33. a
Section II:   Two Case Studies (34 marks)
Case Study 1 (21 marks)

Question 1 (6 marks)  
Alicia and Syed’s Cash Flow Statement

Latest 12-Month Period

	Cash Flow Item
	Calculation
	Annual Amount $
	Marks

	Income
	
	
	

	     Syed – Gross Salary
	
	50,000
	0.5

	         Less:  Deductions at Source
	$50,000 x 0.35
	(17,500)
	0.5

	     Alicia – Net Salary
	$240 x 50
	12,000
	0.5

	     After-tax Investment Income
	$5,000 x 0.04
	200
	0.5

	Total Net Income
	
	44,700
	

	
	
	
	

	Fixed Expenses
	
	
	

	     Rent
	$700 x 12
	8,400
	0.5

	     Loan Payment
	$15,000 PV, 36 N, 0.5 I. COMP PMT = $456 x 12
	5,476
	0.5

	     Cable Television
	$50 x 12
	600
	0.5

	     Monthly Transit Pass
	
	0
	

	     Life Insurance
	
	0
	

	     Tenant’s Insurance
	$40 x 12
	480
	0.5

	     Alicia’s Education Costs
	($1,800 x 2) + $1,500 + $1,000
	6,100
	0.5

	Total Fixed Expenses
	
	21,056
	

	
	
	
	

	Total Variable Expenses
	$44,700 - $21,052 - $3,000
	20,644
	0.5

	Total Expenses
	
	41,700
	0.5

	Cash Flow Surplus
	
	3,000
	0.5


Question 2 (4 marks) – Maximum 8 Entries
	Name of Credit or Deduction
	Tax Credit or Deduction?
	Who can claim?
	Marks

	Basic Personal Amount
	Credit
	Both
	0.5

	QPP
	Credit
	Both
	0.5

	EI
	Credit
	Both
	0.5

	PPIP
	Credit
	Both
	0.5

	Employment
	Credit
	Both
	0.5

	Tuition
	Credit
	Alicia, or transferred
	0.5

	Education and Textbook
	Credit
	Alicia, or transferred
	0.5

	Medical
	Credit
	Either
	0.5

	RPP
	Deduction
	Syed
	0.5


Question 3 (4 marks)

	Step
	Item
	Calculation
	Amount $
	Marks

	1
	Monthly gross income
	$50,000 x 1.05 x 1.05 = $55,125

($55,125 + $45,000)/12
	8,344
	1


	2
	Apply 0.4 TDS Ratio
	$8,343 x 0.4
	3,338
	0.5

	3
	Monthly debt payments and home-related costs to be subtracted
	$456 + $600
	(1,056)
	0.5

	A
	Affordable Monthly Mortgage Payment
	$3,338 - $1,056
	2,282
	0.5

	4
	TVM calculation to determine maximum mortgage loan
	$2,282 PMT, 300 N, 0.45 I, COMP PV
	
	

	B
	Affordable Mortgage Amount
	
	375,249
	1

	5
	Divide by 1 minus the down payment
	$375,249 / (1 – 0.10)
	
	

	C
	Affordable Home Purchase Price
	
	416,934
	0.5


Question 4 (2 marks)
Conditions
· Neither can own a home in the prior 5 years.

· Maximum $25,000 each withdrawal from RRSP.

· Funds must have been in the plan for at least 90 days.

Repayment

· Minimum repayment of 1/15 of the amount borrowed starting one year after the purchase of the home.

Question 5 (5 marks)

Desirable characteristics of a home insurance policy:

· High deductible to reduce the premium

· All risk coverage

· Replacement value coverage 

· Respect 80% rule

· Higher coverage, if required, for certain types of assets (e.g. electronic)

· Personal articles endorsements for individual valuables (e.g. jewelry)

· Be aware of exclusions (e.g. business use assets)

· Sufficient personal liability

· Prepare household inventory

· Home and other structures covered

· Additional living expenses

Case Study 2 (13 marks)
Question 1 (4 marks)

	Source
	Calculation
	$ Income in First Year of Retirement
	Marks

	DBPP
	Salary
  Last Year                                         $35,000

  2nd to Last Year $35,000/1.02         $34,314      

  3rd to Last Year $34,314/1.02          $33,641

Average Salary
  ($35,000 + $34,314 + $33,641)/3 = $34,318

Retirement benefit

  0.015 x 22 x $34,318
	11,325
	1.5

0.5

0.5

	QPP
	$12,150 x 0.75 x [(1 + (24)(0.005)]
	10,206
	1

	OAS
	
	6,553
	0.5

	Total
	
	28,084
	


Question 2 (9 marks)

a) Jeanette is not legally married and would have no claim on the residence of her companion as common law spouses are not recognized in Quebec.  (3 marks)
b) Jeanette’s assets would be distributed according to a formula determined by Quebec’s family law, most likely evenly split between her 2 adult children.  (3 marks)
c) A will written only in her own hand – no mechanical device is used, no other signature or mark appears.  Ensure that she signs, and dates the will, as well as respecting the rules with respect to keeping it entirely in her old handwriting.  Ensure that someone is aware of the existence of the will.  (3 marks)
Bonus
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