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REASONS FOR DECISION

1. REASONS FOR DECISION

q1 On January 1, 2023, the Mutual Fund Dealers Association (MFDA) and the Investment Industry
Regulatory Organization of Canada (IIROC) merged to form the Canadian Investment Regulatory Organization
(CIRO). Under CIRO'’s transitional provisions, the conduct addressed by these reasons remains subject to the
rules and bylaws of the MFDA that were in force at the time the conduct occurred.

1. OVERVIEW

q 2 The Panel found that the Respondent, Stephanie Vaarsi contravened MFDA Rule 2.1.1 by altering 26
Know Your Client (KYC) account forms in respect of 22 clients by changing the information without having the
client initial the changes.

q3 After considering the nature and extent of the misconduct, particularly the aggravating fact that the
Respondent engaged in this misconduct after receiving a Dealer Member warning letter for similar conduct, the
panel found that the proposed sanctions including a $22,500 fine and $2,500 costs fell within a reasonable
range of appropriateness.

q 4 These are the reasons for our decision:
CONTRAVENTIONS

q5 The Respondent admits to the following violations of the Mutual Fund Dealer Rules:
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Between May 24, 2016, and November 6, 2018, the Respondent altered 26 account forms in respect of
22 clients by altering information on the account forms without having the client initial the alterations,
contrary to Mutual Fund Dealer Rule 2.1.1.

PROPOSED SANCTIONS
q 6 Staff and the Respondent agreed and consented to the following sanctions:

a) the Respondent shall pay a fine in the amount of $22,500 in certified funds upon
acceptance of the Settlement Agreement, pursuant to Mutual Fund Dealer Rule 7.4.1.1(b);

b) the Respondent shall pay costs in the amount of $2,500 in certified funds upon acceptance
of the Settlement Agreement, pursuant to Mutual Fund Dealer Rule 7.4.2;

c) the Respondent shall in the future comply with Mutual Fund Dealer Rule 2.1.1.
AGREED FACTS

q7 The Panel relied on the Agreed Facts set out in the Settlement Agreement attached. The key facts are
summarized in these reasons.

Il. ANALYSIS

JURISDICTION OF THE HEARING PANEL

q 8 A Hearing Panel is authorized to either accept or reject a Settlement Agreement.
Section 7.4.4.3 of MFDA Rule 7

q 9 The role of a Hearing Panel in reviewing a Settlement Agreement is to determine whether the proposed
penalties agreed to by Staff and the Respondent fall within a reasonable range of appropriateness — not to
determine what is, in its view, the correct penalty. A Hearing Panel “will tend not to alter a penalty that it
considers to be within a reasonable range, taking into account the settlement process and the fact that the
parties have agreed. It will not reject a settlement unless it views the penalty as clearly falling outside a
reasonable range of appropriateness.”

Milewski (Re), [1999] I.D.A.C.D. No. 17
Sterling Mutuals Inc. (Re), 2008 LNCMFDA 16 at para. 37

q 10 Settlements are to be encouraged. They make a significant contribution to meeting CIRO’s primary
objective of investor protection by providing a practical and efficient way of addressing misconduct in the
securities industry. Where the Respondent takes responsibility and admits her misconduct and the parties can
agree upon appropriate sanctions, settlements can save time and conserve the regulator’s limited resources.
Settlements also provide certainty and are likely to result in greater compliance with the sanctions imposed.

British Columbia (Securities Commission v. Seifert, [2006] B.C.J. No 225 at paras. 48-49 (S.C.), aff’d
[2007] B.C.J. No 2186 at para. 31 (C.A.)

q 11 The Panel considered the Respondent’s industry experience, the seriousness of her misconduct, the
previous 2016 Dealer Member warning letter and sanctions and the 2021 Dealer Member warning letter and
sanctions imposed in respect of the misconduct that is the subject of this settlement.

The Respondent is an Experienced Dealing Representative
q 12 The Respondent has more than 30 years’ experience as a dealing representative.

q 13 Since 1992, she has been registered as a dealing representative with Sun Life in Ontario. In addition,
since 2016 she has been registered as a dealing representative with Sun Life in British Columbia and since 2020
in Alberta.

q 14 The Respondent committed the misconduct that is the subject of these proceedings while conducting
business for Sun Life in the Toronto, Ontario area.
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The Respondent’s Misconduct is Serious

q 15 The nature and extent of the Respondent’s misconduct was serious. The Respondent altered 26 KYC
forms in respect of 22 clients. Specifically, the Respondent made changes to essential information on these KYC
forms including the client’s risk tolerance, investment objectives, annual income, and net worth, changes which
she failed to have the clients initial.

q 16 The alteration of information on KYC account forms without obtaining client initials is serious
misconduct and contrary to a dealer representative’s fundamental duty to act fairly, honestly and in good faith
with its clients. Altering forms without client approval is the opposite of observing high standards of ethics and
conduct in business transactions and the antithesis of integrity.

q 17 Altering records without client authorization exposes the client to potential financial harm through
unauthorized trading, fraud, and misappropriation. Altering forms also destroys the audit trail making it difficult
if not impossible for the Dealer Member to investigate and address client complaints and supervise its dealing
representatives.

Price (Re) (2011), MFDA File No. 200814 at paras. 122-124.

q 18 The rationale for the prohibition against altering forms was explained by the Hearing Panel in Wong
(Re):

The reason for the stringency associated with the rules regarding pre-signed and altered
forms is clear. Approved persons may not engage in discretionary trading. Moreover, the
preparation and preservation of an audit trail is essential in the securities and mutual
fund industries. An approved person must be able to support the claim that trades or
transactions were based on client instructions.

q 19 The Respondent’s misconduct was widespread and indicative of a pattern of misconduct. She altered 26
KYC forms in respect of 22 clients over a period of two and a half years.

q 20 The misconduct occurred after MFDA bulletin #0661-E (the “Bulletin”), in which Staff advised Members
and Approved Persons that the alteration of account forms without obtaining client initials is not permissible
under MFDA Rules.

q 21 Inthe Bulletin and in Staff Notice 0066, updated on January 26, 2017, Staff advised Dealer Members and
Approved Persons that Staff would be seeking enhanced penalties at disciplinary proceedings for conduct that
occurred after the publication of the Bulletin on October 2, 2015.

q 22 The Respondent’s misconduct was also contrary to Sun Life’s policies and procedures.
2016 Dealer Member Warning Letter and Sanctions

q 23 The Respondent’s misconduct that is the subject of these proceedings is particularly egregious because
it started just four months after the Respondent was sanctioned by Sun Life for similar misconduct committed
by her assistant for which the Respondent is responsible.

q 24 On January 22, 2016, Sun Life issued a warning letter to the Respondent concerning, among other things,
three pre-signed account forms and re-used/altered pre-authorized contribution account forms found in the
client files maintained by the Respondent.

q 25 Sun Life’s warning letter indicated that the account forms described above had been obtained at the
direction of the Respondent’s former assistant without the Respondent’s knowledge, but that the Respondent
was responsible for the acts of her assistant.

q 26 Sun Life placed the Respondent under close supervision for six months, required her to complete the
Mutual Fund Dealer Compliance Course, and required her to review the Dealer Member’s policies and
procedures, including the section dealing with pre-signed forms.

q 27 The Respondent altered the account forms that are the subject of these proceedings in the period after
Sun Life previously warned the Respondent on January 22, 2016.
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2021 Dealer Member Warning Letter and Sanctions

q 28 Sun Life discovered the 26 altered KYC Update Forms that are the subject of these proceedings through
a review of the Respondent’s business practices.

q 29 In May 2021 and again in August 2022, Sun Life sent audit letters to the clients with respect to whom the
Respondent had altered KYC Update Forms and asked the clients if the KYC information recorded with the
Dealer Member was inaccurate. None of the 22 clients who were affected responded to the Dealer Member’s
letter with complaints about the recording of their KYC information.

q 30 OnJune 10, 2021, Sun Life issued a warning letter to the Respondent about her altering account forms
without obtaining client initials and other issues that are not the subject of this proceeding. Sun Life fined the
Respondent $10,000, placed the Respondent on close supervision for 6 months, and required that the Respondent
review the Dealer Member’s policies and procedures, including the section dealing with signature falsification.
The Respondent has paid the fine and completed the term of close supervision.

q 31 The Panel inferred from the foregoing facts that altering account forms was the way the Respondent
conducted business in flagrant disregard of MFDA Rules and the financial well-being of her clients for whom
these rules were designed to protect.

V. MITIGATING FACTORS
q 32 The Hearing Panel also considered the following mitigating factors:
a) There is no evidence of client loss, client complaints, or lack of authorization.

b) There is no evidence that the Respondent received any financial benefit from her
misconduct other than the time and expense she saved by not either meeting with her
clients to have them initial or sign the forms or sending the forms to her clients for
approval.

c) The Respondent completed six months of close supervision by Sun Life and paid the
Member Dealer a $10,000 fine.

d) The Respondent has not previously been the subject of CIRO disciplinary proceedings and,

e) By entering into this Settlement Agreement, the Respondent has saved CIRO the time,
resources, and expenses associated with conducting a full hearing on the allegations.

V. COSTS
q 33 The costs award is appropriate and consistent with previous decisions.
VI. CONCLUSION

q 34 We are satisfied that the proposed sanctions, including a $22,500 fine and $2,500 costs will serve as
specific deterrence to the Respondent, Stephanie Vaarsi, and general deterrence to others in the industry who
may contemplate engaging in similar misconduct in the future.

q 35 Staff provided five MFDA decisions which addressed similar misconduct: Perrault (Re), 2023 LNCMFDA 8
at para. 9, Kowall (Re), 2023 LNCMFDA 3 at paras. 36-37, McTavish (Re), 2022 LNCMFDA 145 Kachur (Re),
2022 LNCMFDA 67 at paras. 21, 24-26 and Miller (Re), 2022 LNCMFDA 4.

q 36 Based on a review of these cases and taking into consideration the factors discussed above, we are
satisfied the proposed sanctions fall within a reasonable range of appropriateness.

q 37 We therefore accepted the Settlement Agreement and made an order reflecting the agreed upon
sanctions against the Respondent, Stephanie Vaarsi.

DATED at Toronto this 3 day of January 2024.

“Emily Cole”
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Emily Cole, Chair

“Cheryl Hamilton”

Cheryl Hamilton, Industry Representative

“Eugene Park”

Eugene Park, Industry Representative
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