Part B: RAM-BASED FINTRAC CSS RISK ASSESSMENT SCREENING

Determine the appropriate level of FINTRAC:KYC (know Your client)/ CDD (client Due Diligence) procedures
for each client and engagement based on the CSS Risk Assessment Matrix (RAM).

' 1.MINIMAL / N/A Risk

[

Question:

Is the engagement primarily advisory or N/A risk in the RAM AND:
@ CSS is not receiving, paying or transferring funds;

@ No trust account activity;

@ No elevated ownership or other risk indicators?

Examples:

Business & Asset Valuations

Economic Loss Quantification

Business Transition & Family Enterprise Advisory

Wealth Management Advisory

Estate Advisory Services (advice only — no funds movement)

-

—YES—

<J) RESULT: BASIC SCREENING ONLY

What To Do:
@ |dentify service type and client
@ Check for obvious risk indicators
@ Assign initial risk classification (N/A)
@ Document screening outcome
© No KYC/CDD required initially
@ Reassess if trigger events arise

|
NO

'

A 2. LOW RISK

Question
Is the relationship straightforward, local, transparent and low-risk based
on the RAM?

Examples

e Long-standing local clients
e Simple T1 compliance work
e Transparent ownership

e In-person relationships

e No international exposure

e No trust/funds activity

e No elevated indicators

NO

o 3. MEDIUM RISK

Question
Does the client/service involve MEDIUM-RISK indicators identified in the
RAM?

Examples (RAM N/A)

Canadian-resident US tax (with foreign reporting)
Monthly bookkeeping/payroll

Corporate tax (T2)

Fractional CFO services

Assurance/compilation services

Virtual meetings/telephone-based relationships
Clients outside local geography

Standard T3 trust returns

T4 payroll reporting

-

YES—

<J) RESULT: SIMPLIFIED MONITORING

What To Do:
@ Complete basic screening and document
@Perform standard identity verification
@ Assign low risk classification
@ Simplified monitoring
@Review every 3 years or sooner if trigger events arise

- YES_,

NO

[ .
!'-.4! 4. HIGH RISK
Question

Does the client/service involve HIGH-RISK indicators identified in the
RAM?

Examples (RAM N/A)
e US-resident tax clients

e Receiving/paying funds through trust account
e Complex trusts/holding company structures

e Opaque beneficial ownership

e International clients with elevated anonymity
e PEP/HIO exposure

e Listed/sanctioned persons

o Cash-intensive businesses

e Suspicious transaction indicators

e Third-party involvement concerns

o Refusal to identify beneficial ownership

(Jh RESULT: STANDARD KYC/CDD

What To Do:
1. Verify Identity
@ Individuals: Verify valid government-issued photo ID or dual process
method.
@ Entities: Verify entity existence using registry/government
documents or dual process method.
**Remote onboarding should be assessed as a delivery-channel risk
factor as part of the overall ML/TF risk assessment.
2. Obtain Beneficial Ownership Information
@ ldentify individuals who own or control 25%+ or exercise effective
control
3. Understand Nature of Business / Relationship
© Understand: purpose, expected activity, products/services,
jurisdictions involved.
4. Ongoing Monitoring
@ Monitor activity for consistency with what CSS knows about the
client.
5. Review Frequency
@ Every 2 years or sooner if trigger events arise

—

—YES—

WHAT STANDARD ID VERIFICATION IS (What We Must Do)

1. Obtain and examine original valid government-issued photo ID
Examples: driver’s licence, passport, provincial photo card,
approved electronic equivalent.

2. Determine the document appears authentic
Not tampered with
Not altered
Appears genuine

3. Confirm the document is current
Not expired

4. Compare the individual to the photo and identifying information
Determine the individual reasonably matches: the photograph,
identifying information, and document details.

5. Record verification details
Document: type of ID,document number (if policy permits), issuing
jurisdiction, expiry date, date verified, who performed verification.

Standard ID Verification Applies To:
Low Risk
Medium Risk
and where otherwise required under FINTRAC obligations.

<J) RESULT: EXPANDED / ENHANCED KYC/CDD

What To Do:
Complete ALL Standard KYC/CDD INFORM CAMLO PLUS:
1. Enhanced Beneficial Ownership Review
@Deeper analysis of: ownership/control, layered structures, trusts,
offshore entities, nominee arrangements.
2. Source of Funds / Source of Wealth Review
@Obtain and document explanations and supporting documentation
where appropriate.
3. Enhanced Identity / Entity Verification
@ Additional corroboration: secondary ID, independent searches,
registry checks, public database searches.
4. Enhanced Understanding of Expected Activity
@Understand: expected transactions, jurisdictions, ownership
relationships, expected movement of funds.
5. Enhanced Transaction Monitoring (ETM)
@Increased scrutiny of activity and behaviour
Monitor for inconsistencies or unusual activity
6. More Frequent Reviews
@High-risk relationships reviewed at least annually.
7. Trigger-Event Reassessment
@Heightened sensitivity to: unusual activity, ownership changes,
international exposure, sanctions/PEP updates, trust activity.
8. Additional Documentation
@Document: rationale, additional steps taken,documents reviewed,
monitoring notes.

—

Complet
1. Obtain

sanct
3. Verify

WHAT ENHANCED ID VERIFICATION IS (What We Must Do)

Examples: secondary ID, additional corporate documents,
corroborating documentation.

2. Perform independent verification/searches
Examples: registry searches, public database searches,

Where appropriate.
4. Use enhanced or multi-factor verification for remote onboarding

Examples: live video comparison, dual-process verification. o
5. Independently confirm address and entity existence o

Examples: corporate registry, utility bills, bank statements,
registry documents.
6. Document all enhanced steps taken and rationale °

EXAMPLE

Client receives:

o Estate planning advice only.

No:

e Trust account use,

e Financial Transfers,
e Complex structures.

OUTCOME:

-’ N/A & Advisory
Basic Screening Only

EXAMPLE

Client receives:

Long-term local individual filing:

e Annual T1return only,
e In-person meetings,
* No foreign activity.

OUTCOME:

LOW RISK

Basic Screening Only
&Simplified Monitoring

-

EXAMPLE

Local corporation receiving:
o Bookkeeping,

e Payroll,

e Annual T2 filing,

e Transparent ownership.

OUTCOME:
«=§ MEDIUM RISK
Standard KYC/CDD

EXAMPLE

Client requests:
e Trust account transfers,

e Payments to third parties.

OUTCOME:

«=$ HIGH RISK
Expanded / Enhanced
KYC/CDD

-

-

-

-

-J

e ALL Standard ID Verification Requirements PLUS:
additional authentication/documentation where appropriate

ions/PEP screening, independent corporate searches.
foreign documents through reliable sources

. . Standard ID Verification Applies To: R
. High Risk .
' ' ' Elevated identity concerns

® @.® Remote/virtual onboarding concerns

Opaque ownership situations

FINAL RULE

TRIGGER EVENTS OVERRIDE INITIAL

CLASSIFICATION

Any client or engagement may
require reassessment and

movement to a higher level if any of
the following occur:

e Ownership changes
International exposure changes
Trust/funds activity added

e Unusual or suspicious activity
Sanctions/PEP status changes
e Aggressive/complex structures
Refusal to provide information
Beneficial ownership concerns

Reassess immediately and apply the
appropriate level of KYC/CDD.

PRACTICAL CSS MAPPING — QUICK REFERENCE

REVIEW FREQUENCY

ENGAGEMENT / SENARIO RISK LEVEL KYC/CDD LEVEL REQUIRED (Policy Manual)

Simple T1 (Local Canadian Resident) LOW Basic Screening & Simplified Monitoring Every 3 Years
T1 with US tax / foreign reporting MEDIUM Standard KYC/CDD Every 2 Years
Standard T2 (local corp) MEDIUM Standard KYC/CDD Every 2 Years
Complex T2 / Holding Co. / International exposure HIGH Expanded / Enhanced KYC/CDD Annually

Payroll / T4 (cash-intensive / unusual structures) MEDIUM Standard KYC/CDD Every 2 Years
T3 Trusts (standard family trust) MEDIUM Standard KYC/CDD Every 2 Years
T3 Trusts (offshore / complex) HIGH Expanded / Enhanced KYC/CDD Annually

T5 Investment slips (standard local) LOW to MEDIUM Standard KYC/CDD Every 2 - 3 Years
T5 Investment slips (complex/offshore structures) HIGH Expanded / Enhanced KYC/CDD Annually
Advisory-only valuation/business transition work N/A Basic Screening Only Trigger-Event Only
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