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Organisme canadien Canadian Investment
de réglementation Regulatory
des investissements Organization

Unofficial English Translation

IN THE MATTER OF
THE INVESTMENT DEALER AND PARTIALLY
CONSOLIDATED RULES
AND JOHN VIRON

SETTLEMENT AGREEMENT

PART | — INTRODUCTION

1. The Canadian Investment Regulatory Organization (CIRO)* will issue a
Notice of Application to announce a settlement hearing pursuant to sections
8215 and 8428 of the Investment Dealer and Partially Consolidated Rules
(the Investment Dealer Rules) to consider whether a hearing panel should
accept this Settlement Agreement between Enforcement Staff and John

Viron (the Respondent).

PART Il — JOINT SETTLEMENT RECOMMENDATION

2. Enforcement Staff and the Respondent jointly recommend that the hearing
panel accept this Settlement Agreement in accordance with the terms and

conditions set out below.

PART IlIl - AGREED FACTS

Page 1 of 15




3.  For the purposes of this Settlement Agreement, the Respondent agrees with
the facts as set out in Part Il of this Settlement Agreement.

Overview

4.  On three occasions, in 2019, 2020 and 2021, the Respondent traded securities
on over-the-counter markets (OTC) between residents of Québec and British
Columbia in connection with new issues and one takeover bid.

5.  The units of the new issue or the take-over bid were subscribed to by clients
residing in British Columbia, who were authorized to participate, and then
immediately resold, in whole or in part, to clients residing in Québec, despite
the prohibition against Québec residents participating.

6. To do so, the Respondent executed OTC cross trades, despite the fact that
these transactions involved a change of beneficiary.

7. The price of the securities was determined by the Respondent, with the
consent of the seller in British Columbia or the buyers in Québec.

Background

8.  John Viron (the Respondent) has been approved as a full-service advisor since
1986.

9. He has worked at Desjardins Securities Inc. (DSI) since November 2001 as a
registered individual.

10. His place of employment is the DSI Laval Branch.
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Material Facts

A — New issue by High Tide Inc.

11.

12.

13.

14.

15.

16.

17.

18.

19.

High Tide Inc. (HITI) is a public company, and its shares are traded on the

TSX Venture Exchange (TSXV).

On February 1%, 2021, HITI announced a stock offering for the purpose of
obtaining additional financing on the Canadian stock markets. The issue

(Bought Deal Equity Financing) was for CA $15,000,000 in financing.

On February 2, 2021, that amount was increased to CA $20,000,000 because

of demand. The issue price was set at $0.48.

Subscription was only available to clients residing outside of Québec, as

stated in a prospectus of the issuer.

The prospectus states that the subscription expiration date will be no later

than February 23, 2021.

Each unit of the offering included one share in HITI and a half warrant to
purchase one additional common share. Each subscription warrant entitled
the holder to subscribe to one HITI share at the exercise price of $0.58 for 36

months following the warrant expiry date.

Between February 1%, 2021 and February 2, 2021, the Respondent was

allocated 198,000 units of HITI at $0.48.

After obtaining his allocation, the Respondent communicated with his client
residing in the province of British Columbia (BC Limited) to offer the client the

issue price of $0.48 per unit.

His client, BC Ltd., confirmed its interest in purchasing the units and holding

on to 18,000 of them, and then reselling 180,000 units at the same price.
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20.

21.

22.

23.

24.

25.

26.

27.

On or around February 2, 2021, the Respondent contacted three clients
residing in Québec to offer them the 180,000 units, specifying to them that

these were OTC trades.

On February 5, 2021, one of the Respondent’s clients residing in Québec, Client

1, shorted 15,000 shares of HITI in his margin account at a price of $0.78.

The Respondent had intended to cover Client 1’s short position with the
purchase of units from HITI’s new offering which could only be distributed to

clients who were non-residents of Québec.

On February 16, 2021, Client 1 shorted 35,000 other shares in HITI at a price
of $0.84.

On February 17, 2021, the Respondent’s BC Ltd client instructed him to sell
180,000 units of HITI at the price agreed on February 2, 2021, namely $0.48
(the underlying shares were trading at prices ranging from $0.44 to $0.54), to
Client 1 as well as to two other clients of the Respondent residing in Québec,

Client 2 and Client 3. The settlement date for this sale was February 23, 2021.

The Respondent’s three Québec clients purchased the 180,000 units of the new
HITI issue from the BC Ltd client, by means of OTC cross-trades at the

following prices (prices include commissions):

Client 1 : 160,000 units @ $0.485
Client 2 : 10,000 units @ $0.50

Client 3 : 10,000 units @ $0.50

On February 17, 2021, the Respondent forwarded to his assistant the details

of the “Cross” order between the BC Ltd client and the three clients in Québec.

With DSI’s approval, the Respondent’s assistant submitted the Cross order
between the BC Ltd client and the clients residing in Québec to the DSI Trade

Entry Department.
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28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

The order contained the details of the client selling price and the transfer price
which included the commission. These prices were set by the Respondent, with

no objection from any of the parties to the transaction and with DSI approval.

The Respondent executed the trades OTC, despite the fact that these trades

entailed a change of beneficiary.

For the Cross trade, the BC Ltd client agreed to sell the units at a price of

$0.48.

For the clients residing in Québec who purchased the units from the BC Ltd

client, the trade was executed at prices ranging between $0.485 and $0.50.

On February 17, 2021, the underlying shares in HITI were trading on the
secondary market at prices ranging between $0.77 and $0.84 and closed at

$0.77.

The settlement date for these trades was February 23, 2021.

On February 18, 2021, the Respondent entered the trading order to settle the
new issue of 198,000 units of HITI, which was purchased by the BC Ltd client

on the primary market at the issue price of $0.48, for a value of $95,040.

The settlement date for this transaction was February 22, 2021.

Between February 2, 2021 and the offering’s expiration date on February 22,

2021, the units of the new HITI issue were not yet trading on the stock market.

The three clients residing in Québec also received in their accounts, along with
the new HITI shares that they purchased, the subscription warrants attached

to the units of the new issue.

The account statements and trade confirmations of the three Québec clients

who purchased the HITI units indicated that the purchase of these units was
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39.

40.

41.

42.

43.

44,

45.

[translation] “conditional on issuance”, a listing usually reserved for clients

participating in new issues.

The trade confirmations of the BC Ltd client and the three Québec clients who
participated in the OTC cross-trade display the same CUSIP number and
security number as the security that was offered in the new issue that resulted
from that transaction; they differed once the security was subsequently traded

on the secondary market, as illustrated in Appendix A.

When the clients in Québec later sold their HITI stock, the CUSIP and security
numbers changed because the shares were traded on the secondary market,

and were separated from the subscription warrants.

With this transaction, the Respondent enabled the three clients who were
Québec residents to acquire units of the new HITI issue, with the attached
subscription warrants, despite the prohibition against Québec residents

participating.

He executed these cross-trades OTC even though they entailed a change of

beneficiary.

As of February 5, 2021, date of the first short sale in the account of Client 1,
until February 23, 2021, which is the settlement date for the HITI issue, the
underlying security was trading at a price ranging between $0.62 and $1.13

per share.

Between the February 17, 2021 transaction date and the February 23, 2021
settlement date for the HITI cross-trade on OTC, the underlying security was

trading on the market at a price ranging between $0.56 and $0.87.

Following the cross-trade on OTC, the Respondent’s three clients residing in
Québec sold the newly acquired units, and realized gains as illustrated in

Appendix B.
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46.

47.

48.

49.

Thus, Client 1 purchased 160,000 units at the price of $0.485 and sold the
shares on the secondary market at prices ranging between $0.740 and $0.850,
for a gain of $49,000. The client also sold the subscription warrants attached

to those units on the secondary market, for a sum of about $27,595.

Client 2 purchased 10,000 units at a price of $0.50, for a total of $5,000, and
sold the shares on the secondary market on February 25, 2021, two days after

the settlement date, at a price of $0.71, for a gain of $2,100.

As for Client 3, he also purchased 10,000 units at the price of $0.50, for a total
of $5,000, and sold the shares on the secondary market on February 25, 2021

at prices ranging between $0.710 and $0.715, for a gain of $2,105.

In the course of its investigation, Staff identified two other occasions where
the Respondent proceeded in the same manner, to enable the participation of

clients in Québec in offerings for which they were not eligible.

B — New Found Gold Corp (NFG) public offering

50.

51.

52.

53.

New Found Gold Corp. (NFG) is a company engaged in the listing process on

the TSX Venture Exchange (TSXV).

On July 31, 2020, NFG announced an Initial Public Offering (IPO). The offer
was for a minimum financing of $15,000,000 (11,538,462 shares) and a

maximum of $27,300,000 (21,000,000 shares).

The offering price was $1.30 per unit. The closing date set out in the

prospectus was August 11, 2020.

At the time, NFG shares were not traded on any market other than the primary

market.
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54.

55.

56.

57.

58.

59.

60.

61.

62.

63.

This IPO was not authorized for residents of Québec. It was only available to
residents of Alberta, British Columbia and Ontario, as indicated in the

prospectus.

The BC Ltd client and another client of the Respondent in British Columbia

subscribed to the IPO issue. The settlement date was August 11, 2020.

Through OTC cross-transactions, the shares of the IPO were sold by these two

clients and purchased by Client 1, who resided in Québec.

The price was set by the Respondent, without objection from either party to

the transaction and with the approval of DSI.

On August 7, 2020, with the approval of DSI, the Respondent's assistant
transmitted an order for Client 1 in Québec to purchase 10,000 shares from
the BC Ltd client at a price of $1.35, and 10,000 shares from the other client

residing in British Columbia, at a price of $1.33.

The settlement date for these cross-transactions was August 11, 2020, the

closing date of the IPO issuer bid.

The BC Ltd client sold its shares at the same price as the IPO issuer bid, i.e.

$1.30. The other client sold its shares at $1.33.

Client 1 purchased the shares at the prices established by the Respondent, i.e.
$1.35 for those of the BC Ltd client and $1.33 for those of the other client. The

difference in price represented a commission charged to the client.

The account statement and trade confirmation of Client 1, who purchased the
New Found Gold Corp. units, stated that the share purchase was [translation]
“conditional on issuance”, a listing usually reserved for clients participating in

new issues.

The shares began to trade on the secondary market on August 12, 2020.
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64.

65.

On the first day of trading, the NFG stock traded at:

* High: $1.57
= Low: $1.36
* Closing: $1.54

Client 1 in Québec sold its NFG shares on the secondary market at prices

ranging between $1.60 and $1.69.

C - New issue by Cresco Labs Inc (CL)

66.

67.

68.

69.

70.

T1.

T2.

Cresco Labs Inc (CL) is a public company and its shares are traded on the

Canadian Securities Exchange (CSE).

On September 18, 2019, CL announced a new issue of 7,350,000 units to secure

$73,500,000 in financing.

The issue price was set at $10. Each unit comprised one common share and

one half of a subscription warrant.

The subscription was not available to Québec residents, as indicated in the

issuer's prospectus.

The expected closing date of the issue was September 24, 2019.

With DSl's approval, on September 19, 2019, the Respondent's assistant
submitted an OTC cross-order to purchase 10,000 units of CL from the BC Ltd

client at $10.15. The settlement date was September 24, 2019.

On September 24, 2019, the BC Ltd client acquired 12,000 units of the new

issue at $10 per unit.
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73.

74.

75.

76.

7.

78.

79.

In an OTC cross trade, the BC Ltd client sold 10,000 units of the new issue at

a price of $10, which was the same as the issue price.

Client 1, a Québec resident, purchased the 10,000 units of the new issue from
the BC Ltd client, for the price of $10.015 per unit. The difference between the
transfer price and the price paid by Client 1 represents a $150 commission
that was charged to the client. The settlement date was September 24, 2019.
The price of the cross-transactions was set by the Respondent, without

objection from either party to the transaction and with DSI approval.

Client 1 also obtained 5,000 subscription warrants with the purchase of the

units.

The day the cross order was entered, the underlying shares were trading on

the secondary market at:

= Low: $9.50
= High: $9.92
* Closing: $9.50

The account statement and trade confirmation of Client 1 who purchased the
units of Cresco Labs Inc. stated that the purchase of the units was
[translation] “conditional on issuance”, a listing usually reserved for clients

participating in new issues.

This transaction enabled a client residing in Québec to acquire units of the
new issue, including the attached subscription warrants, despite the

prohibition against participation by Québec residents.

Following approval by DSI, the Respondent executed the OTC cross trades

even though they entailed a change of beneficiary.
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PART IV — MITIGATING FACTORS

80. The parties have identified the following mitigating factors:

a. The Respondent has no disciplinary history;

b. The Respondent admitted his misconduct and cooperated fully with Staff
of IIROC and subsequently, CIRO;

c. The transactions in question were approved by DSI;

d. None of the clients suffered losses.

PART V — CONTRAVENTION

81. By engaging in the conduct described above, the Respondent committed the

following contravention of CIRO requirements:

Contravention 1

Between September 2019 and February 2021, John Viron (Respondent), a
registered representative at Desjardins Securities Inc. (DSI), facilitated the
participation of clients residing in Québec in transactions for which they were
not eligible, contrary to Rule 1400 of the Investment Dealer and Partially

Consolidated Rules.

PART VI - TERMS OF SETTLEMENT

82. The Respondent agrees to the following sanctions and costs:

(a) A fine in the amount of $20,000;
(b) Disgorgement of $3,368.91, representing the commissions received by the
Respondent;

(c) Costs in the amount of $5,000.
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83.

84.

85.

86.

87.

88.

If this Settlement Agreement is accepted by the hearing panel, the Respondent
agrees to pay the amounts referred to above within 30 days of such
acceptance unless otherwise agreed between Enforcement Staff and the

Respondent.

PART VIl — STAFF COMMITMENT

If the hearing panel accepts this Settlement Agreement, Enforcement
Staff will not initiate any further action against the Respondent in relation
to the facts set out in Part Il and the contraventions in Part IV of this

Settlement Agreement, subject to the provisions of the paragraph below.

If the hearing panel accepts this Settlement Agreement and the
Respondent fails to comply with any of the terms of this Settlement
Agreement, Enforcement Staff may bring proceedings under Investment
Dealer Rule 8200 against the Respondent. These proceedings may be
based on, but are not limited to, the facts set out in Part Ill of this

Settlement Agreement.

PART VIIl = PROCEDURE FOR ACCEPTANCE OF SETTLEMENT

This Settlement Agreement is conditional on acceptance by the hearing panel.

This Settlement Agreement shall be presented to a hearing panel at a
settlement hearing in accordance with sections 8215 and 8428 of the
Investment Dealer Rules, in addition to any other procedures that may be

agreed upon between the parties.

Enforcement Staff and the Respondent agree that this Settlement Agreement

will form all the agreed facts that will be submitted at the settlement hearing,
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89.

90.

91.

92.

93.

94.

unless the parties agree that additional facts should be submitted at the
settlement hearing. If the Respondent does not appear at the settlement
hearing, Staff may disclose additional relevant facts, if requested by the

hearing panel.

If the hearing panel accepts this Settlement Agreement, the Respondent
agrees to waive all rights under the CIRO Rules and any applicable legislation

to any further hearing, appeal and review.

If the hearing panel rejects this Settlement Agreement, Enforcement Staff and
the Respondent may enter into another settlement agreement, or Enforcement
Staff may proceed to a disciplinary hearing based on the same or related

allegations.

The terms of this Settlement Agreement are confidential unless and until this

Settlement Agreement has been accepted by the hearing panel.

The Settlement Agreement will become available to the public upon its
acceptance by the hearing panel, and CIRO will post a full copy of this
Settlement Agreement on the CIRO website. CIRO will publish a notice and
news release of the facts, contraventions and the sanctions agreed upon in
this Settlement Agreement, and the hearing panel’s written reasons for its

decision to accept this Settlement Agreement.

If this Settlement Agreement is accepted, the Respondent agrees that neither
he nor anyone on his behalf will make a public statement inconsistent with

this Settlement Agreement.

This Settlement Agreement is effective and binding upon the Respondent and

Enforcement Staff as of the date of its acceptance by the hearing panel.

PART VIIl = EXECUTION OF SETTLEMENT AGREEMENT
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95. The Settlement Agreement may be signed in one or more counterparts which

together shall constitute a binding agreement.

96. An electronic copy of any signature will be treated as an original signature.

DATED the 18" day of September 2024.

(s) John Viron

Witness John Viron
Respondent

(s) Francis Larin

Francis Larin
Senior Enforcement Counsel, on
behalf of Enforcement Staff, CIRO

L On January 1, 2023, IIROC and the MFDA were consolidated into a single self-regulatory
organization recognized under applicable securities legislation.

The Canadian Investment Regulatory Organization (CIRO) has adopted interim rules that incorporate
the pre-amalgamation regulatory requirements contained in the rules and policies of IIROC and the
by-laws, rules and policies of the MFDA (the Interim Rules). The Interim Rules include (i) the
Investment Dealer and Partially Consolidated Rules, (ii) the Universal Market Integrity Rules
(“UMIR”) and (iii) the Mutual Fund Dealer Rules. These rules are largely based on the rules of IIROC
and certain by-laws, rules and policies of the MFDA that were in force immediately prior to
amalgamation. Where provisions referred to herein were part of the rules of IIROC and the rules,
by-laws or policies of the MFDA that were in force immediately prior to amalgamation and that
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were incorporated into the Interim Rules, Enforcement Staff have referenced the relevant section of
the Interim Rules.

Section 1105 (Transitional provision) of the Investment Dealer and Partially Consolidated Rules sets
out CIRO’s continuing jurisdiction, including that CIRO shall continue the regulation of any person
subject to the jurisdiction of the Investment Industry Regulatory Organization of Canada that was
formerly conducted by the Investment Industry Regulatory Organization of Canada.
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