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[bookmark: _Ref456356564]OVERVIEW
On April 23, 2024,[footnoteRef:1] as part of an ongoing investigation, the Autorité des marchés financiers (“Authority”) filed an urgent application with the Financial Markets Administrative Tribunal (“Tribunal”) for an ex parte hearing to obtain cease trade orders against the respondents, Vincent Allard and Pyrole Capital inc. (“Pyrole”), and freeze orders against the respondents and against the impleaded party.  [1:  	The application was amended on April 24, 2024.] 

[bookmark: _Ref44422660][bookmark: _Ref44422125]The Authority is the body responsible for the application of the Securities Act.[footnoteRef:2] It performs the functions specified in that Act in accordance with s. 7 of the Act respecting the regulation of the financial sector.[footnoteRef:3] [2:  	CQLR, c. V-1.1.]  [3:  	CQLR, c. E-6.1.] 

Pyrole is a business corporation constituted under the Business Corporations Act[footnoteRef:4] on September 21, 2020.[footnoteRef:5] Vincent Allard is Pyrole’s first and sole declared shareholder, in addition to being its only director.[footnoteRef:6] [4:  	CQLR, c. S-31.1.]  [5:  	Exhibit D-3.]  [6:  	Exhibit D-3.] 

Vincent Allard, through Pyrole, allegedly controls the wallet 0xccfa0530b9d52f970d1a2daea670ce58e4176389 (“BALD Deployer”), which is the wallet from which the cryptoasset token BALD (“BALD token”) was allegedly created and deployed.
[bookmark: _ftnref1][bookmark: _Hlk166158463]The Authority’s application was made under s. 115.1 of the Act respecting the regulation of the financial sector, which provides that the Tribunal may render a decision adversely affecting the rights of a person without a prior hearing if urgent action is required or to prevent irreparable injury.
[bookmark: _Ref137796067]The Authority filed its application supported by two written affidavits from the investigators in this case, without notification to the other parties, in accordance with ss. 13 and 22 of the Rules of evidence and procedure of the Financial Markets Administrative Tribunal.[footnoteRef:7] Section 13 of that regulation allows the Tribunal to hear an application filed in the absence of a party under the second paragraph of s. 115.1 of the Act respecting the regulation of the financial sector without notification to the other parties. [7:  	CQLR, c. E-6.1, r. 0.3.] 

A copy of the application filed by the Authority, including the required affidavits, is attached to this decision. 
The Authority alleges that Vincent Allard and Pyrole engaged in and are likely to continue to engage in market manipulation or fraud, or both, within the meaning ss. 195.2 and 199.1 of the Securities Act, in particular by participating in a scheme whose primary objective is apparently to entice investors to purchase the BALD token, a security created by the respondents that they deployed on a decentralized trading platform, all to manipulate its value and make significant profits from it. The Authority alleges that most of the money invested instead ended up in the respondents’ personal bank accounts and cryptoasset accounts. 
The Authority alleges that Vincent Allard and Pyrole simultaneously breached and are likely to continue breaching ss. 11, 12, and 148 of the Securities Act by acting as securities dealers and advisers without being registered with the Authority and by making a distribution of investment contracts to the public without preparing a prospectus subject to a receipt issued by the Authority or being exempted from doing so. 
The Authority states that its investigation into this matter is ongoing. 
The Authority argues that it is urgent that the Tribunal issue the orders sought in the conclusions of its application, in particular: (i) to prevent Vincent Allard and Pyrole from dissipating the large amounts of money they have already collected through their activities, and (ii) to prevent the respondents from continuing their activities, which are likely to cause irreparable injury to investors, the integrity of financial markets and the confidence of the public in them.
[bookmark: _Hlk166159766] Indeed, as part of the Authority’s investigation, a preliminary analysis of the movement of funds and of the transactions indicates that Vincent Allard and Pyrole still control more than the majority (over 85%) of the BALD token liquidity reserves. There is therefore reason to fear that the respondents will continue their seemingly illegal activities by continuing to deploy the BALD token on several platforms.  
Given the urgency alleged by the Authority, the Tribunal heard its application on the merits during an ex parte hearing that took place on April 24 and 25, 2024. The Tribunal may render a decision adversely affecting the rights of a person if urgent action is required or to prevent irreparable injury.[footnoteRef:8] [8:  	Act respecting the regulation of the financial sector, supra note 3, s. 115.1.] 

[1] To perform its analysis and rule on the issues raised, the Tribunal has answered the following issues in dispute: 
1. [bookmark: _Hlk166071352]Does the evidence adduced by the AMF establish apparent breaches of the Securities Act by the respondents or apparent acts contrary to the public interest?
2. Is urgent action required and/or could the situation cause irreparable injury if the Tribunal does not render a decision without a prior hearing of the respondents and the impleaded party? 
3. If so, what preventive, protective and conservatory measures must the Tribunal take in the public interest?
At the end of its analysis, the Tribunal answered the first two above-mentioned questions in the affirmative and decided, in the public interest, to implement all the cease trade orders and freeze orders sought in the conclusions of the Authority’s application, as preventive, protective and conservatory measures.
ANALYSIS
Question 1: Does the evidence adduced by the AMF establish apparent breaches of the Securities Act by the respondents or apparent acts contrary to the public interest?
In the Tribunal’s view, probative evidence adduced by the Authority establishes that Vincent Allard and Pyrole committed and are likely to continue to commit apparent breaches of ss. 11, 12, 148, 195.2 and 199.1 of the Securities Act by engaging in market manipulation or fraud, or both, and by acting as securities dealers and advisers without being registered with the Authority, and by making a distribution of investment contracts to the public without preparing a prospectus subject to a receipt issued by the Authority or being exempted from doing so.
[2] According to the evidence adduced by the Authority, the respondents allegedly committed these apparent breaches and are allegedly likely to continue to commit them by participating in a scheme whose primary objective is apparently to entice investors to purchase the BALD token, a security created by Vincent Allard and Pyrole that they allegedly deployed on a decentralized trading platform, all to manipulate its value and make significant profits from it. The Authority alleges that most of the money invested instead ended up in the respondents’ personal bank accounts and cryptoasset accounts. 
Among other things, the evidence reveals the following about the scheme allegedly used by the respondents in this matter:
· On July 29, 2023, Vincent Allard and Pyrole allegedly used their BALD Deployer to create one billion BALD tokens;[footnoteRef:9] [9:  	Exhibit D-50. The BALD token is ostensibly a meme coin, that is, a humorous token that makes fun of the lack of hair of the CEO of Coinbase, the platform that the BASE blockchain is related to.] 

· Immediately after the token was created, the BALD Deployer allegedly made it possible to trade the token on a decentralized platform, the DEX LeetSwap, by initiating the transaction allowing for the creation of the liquidity reserve for the trading pair, in this case the BALD/WETH tokens.[footnoteRef:10] Specifically, the BALD Deployer allegedly transferred 100 million BALD tokens and 0.08 WETH[footnoteRef:11] tokens to the LeetSwap liquidity reserve, thereby making the initial value of the BALD token in the pool 0.0000000008 WETH (approximately 0.0000015 USD); [10:  	Exhibit D-52.]  [11:  	The WETH (the acronym for Wrapped Ether) token is an ERC-20 “tokenized” version of the Ether token (ETH). Ether is the native currency on the Ethereum blockchain. Wrapping allows bridging between the Ethereum blockchain and another blockchain, in this case, the Base blockchain. Thus, the WETH token represents Ether and is pegged 1:1 to the value of ETH but has the functionalities of an ERC-20 token which, among other things, allows direct transactions with other ERC-20 tokens, the whole as it appears from the weth.io webpage, see Exhibit D-53.] 

· The remaining BALD tokens, that is, 900 million tokens, allegedly remained in the possession of BALD Deployer, allegedly under the control of Vincent Allard and his corporation, Pyrole;
· As soon as the tokens were created, the respondents allegedly marketed them on social media to promote their acquisition, in particular via the public account @BaldBaseBald they allegedly created on Twitter;[footnoteRef:12] [12:  	Exhibits D-49, D-55 and D-69.] 

· By deploying them on the DEX LeetSwap, Vincent Allard and Pyrole allegedly induced investors to acquire BALD tokens by trading in the liquidity reserve they allegedly created and that was always under their control;[footnoteRef:13] [13:  	Exhibit D-67.] 

· Recurrent additions of liquidity by the BALD Deployer to the market created by Vincent Allard and Pyrole on LeetSwap was allegedly an integral part of the marketed venture, because it apparently increased the price of the BALD token;[footnoteRef:14] [14:  	Ibid.] 

· Shortly after the BALD token was created, mainly on July 31, 2023, the BALD Deployer allegedly made liquidity removals, and the market price of the BALD token attained 0.000052098676471852 WETH (that is, about 0.0967035 USD); [footnoteRef:15] [15:  	Ibid.] 

· This alleged unilateral removal of essentially all the liquidity by Vincent Allard and Pyrole using the BALD Deployer, without prior notice to investors,[footnoteRef:16] also allegedly generated profits of over 7 million CAD for the respondents in just two days of trading;  [16:  	Ibid.] 

· This liquidity removal allegedly provoked the plummet of the BALD token market and, as a result, of its price, to the detriment of investors; 
· After the liquidity removals on LeetSwap, amounts allegedly transited through several centralized cryptoasset trading platforms,[footnoteRef:17] and part of the profits obtained in tokens were allegedly sent to other decentralized exchange platforms to be added to liquidity reserves linked to the BALD token;[footnoteRef:18] [17:  	See Exhibits D-74 to D-85.]  [18:  	See Exhibits D-86 to D-93.] 

· According to the Authority’s investigation, on April 13, 2024, between 86.93% and 87.24% of outstanding BALD tokens were controlled by Vincent Allard and Pyrole via the BALD Deployer.
The Tribunal notes that the Securities Act applies to all the forms of investments described in s. 1 of that Act, including, at subparagraph 7, an investment contract, which is defined as follows in the second paragraph of that section:  
An investment contract is a contract whereby a person, having been led to expect profits, undertakes to participate in the risk of a venture by a contribution of capital or loan, without having the required knowledge to carry on the venture or without obtaining the right to participate directly in decisions concerning the carrying on of the venture.
The Tribunal also notes that s. 5 of the Securities Act defines the activity of securities adviser and dealer as follows:
“adviser” means a person engaging in or holding themself out as engaging in the business of advising another with respect to investment in or the purchase or sale of securities, or the business of managing a securities portfolio; 
“dealer” means a person engaging in or holding themself out as engaging in the business of
(1)   trading in securities as principal or agent;
(2)   distributing a security for their own account or for another’s account; or
(3)   any act, advertisement, solicitation, conduct or negotiation directly or indirectly in furtherance of an activity described in paragraph 1 or 2;
Under s. 11 of the Securities Act, every person intending to make a distribution of securities shall prepare a prospectus that shall be subject to a receipt issued by the Authority.[footnoteRef:19] [19:  	Section 12 of the Securities Act is similar to s. 11, but concerns the person who intends to make, from Quebec, a distribution of securities to persons established outside Quebec. ] 

Moreover, s. 148 of the Securities Act establishes that no person may act as a dealer, adviser or investment fund manager unless the person is registered as such with the Authority.
Last, the Tribunal notes that ss. 195.2 and 199.1 of the Securities Act provide as follows:
195.2.  Influencing or attempting to influence the market price or the value of securities by means of unfair, improper or fraudulent practices is an offence.
199.1. A person who directly or indirectly engages or participates in any transaction or series of transactions in securities or any trading method relating to a transaction in securities, or in any act, practice or course of conduct is guilty of an offence if the person knows, or ought reasonably to know, that the transaction, series of transactions, trading method, act, practice or course of conduct
(1)   creates or contributes to a misleading appearance of trading activity in, or an artificial price for, a security; or
(2)   perpetrates a fraud on any person.
A person who attempts to commit an offence described in the first paragraph is also guilty of an offence.
In the Tribunal’s view, in light of the evidence presented to it by the Authority, it appears that Allard and Pyrole distributed an investment contract, namely, the BALD token, because it meets all the criteria of the above-mentioned definition of an investment contract:
(1)  a contract whereby a person undertakes;
(2)  having been led to expect profits;
(3)  to participate in the risk of a venture by a contribution of capital or loan;
(4)  without having the required knowledge to carry on the venture or 
(5) without obtaining the right to participate directly in decisions concerning the carrying on of the venture.
This distribution was allegedly made to the public worldwide because, according to the evidence, DEX LeetSwap is internationally accessible at all times.
The respondents therefore created and deployed the BALD token so that investors would purchase it on a decentralized trading platform. In purchasing one or more BALD tokens, investors undertook to participate in the proposed venture.
Furthermore, since the BALD token was allegedly marketed on a trading platform, if necessarily follows that the price of the token fluctuates. This type of fluctuation leads potential purchasers to expect profits when they resell the security, which is an indication that investors who bought BALD tokens expected to make a profit from the purchase.[footnoteRef:20] [20:  	This is an excerpt from Canadian Securities Administrators Staff Notice 46-308 (“CSA”), Securities Law Implications for Offerings of Tokens: Another situation that may have an implication on the presence of one or more of the elements of an investment contract is the fact that tokens are reasonably expected or marketed to trade on one or more cryptoasset trading platforms (including decentralized or “peer-to-peer” trading platforms) or to otherwise be freely tradeable in the secondary market.

This fact indicates that purchasers may purchase the tokens with an expectation to resell them at a profit. This is particularly true where the existence of secondary trading is critical to the success of the offering of tokens or is featured prominently in the marketing of the offering.] 

It is alleged that these same investors participated in the risks of the venture by purchasing the BALD tokens, the value of which plummeted after the respondents removed massive amounts of liquidity. 
As in Autorité des marchés financiers c. XT.com Exchange (XT Exchange et XT.com),[footnoteRef:21] the venture allegedly proposed to investors here requires very specialized knowledge and expertise that the general public, solicited through websites, does not usually have. Moreover, there is nothing in the evidence adduced by the Authority to suggest that investors had the right to participate directly in decisions concerning the carrying on of the venture.  [21:  	2023 QCTMF 62 at para. 117 et seq.] 

Therefore, according to the evidence presented to the Tribunal, Vincent Allard and Pyrole allegedly created, deployed and registered an investment contract, that is, the BALD token cryptoasset, on a decentralized trading platform for the purpose of manipulating its price and making exorbitant profits, the whole to the detriment of third-party investors.
It was obvious that the respondents’ removal of essentially all the liquidity without prior notice to investors would cause the BALD token market and, consequently, its price, to plummet.
Through this seemingly unfair practice, Vincent Allard and Pyrole allegedly deprived investors of a significant quantity of the Ether they had deposited (WETHs) to acquire BALD tokens.
The evidence adduced by the Authority before the Tribunal establishes that, by making this distribution, the respondents allegedly acted as dealers and advisers even though they were not registered as such with the Authority.[footnoteRef:22] [22:  	Exhibits D-4 and D-27.] 

The Tribunal notes that in the Policy Statement to Regulation 31-103 respecting Registration Requirements, Exemptions and Ongoing Registrant Obligations,[footnoteRef:23] the CSA set out the relevant factors for determining if a person is exercising the activity of dealer and must therefore register. Among these factors is acting as a market maker.  [23:  	Article 1.3 of the Policy Statement to Regulation 31-103 respecting Registration Requirements, Exemptions and Ongoing Registrant Obligations (consulted April 2024), online: <lautorite.qc.ca/fileadmin/lautorite/reglementation/valeurs-mobilieres/31-103/2011-07-08/2011juil08-31-103-ig-final-en.pdf>.] 

The evidence establishes that the respondents generated considerable liquidity using the BALD Deployer during the period of the alleged market manipulation. Maintaining liquidity is the main objective of market makers, and the Tribunal considers that the activities allegedly undertaken by the respondents are comparable to it.
Moreover, the evidence establishes that neither Vincent Allard nor Pyrole filed a declaration of exempt distribution or a prospectus, nor did they obtain a receipt for a prospectus or an exemption from making such a filing issued by the Authority.[footnoteRef:24] [24:  	Exhibits D-5 and D-28.] 

Accordingly, after duly considering all the above-mentioned evidence, the Tribunal finds that probative evidence adduced by the Authority establishes that the respondents allegedly committed apparent breaches of ss. 11, 12, 148, 195.2 and 199.1 of the Securities Act by engaging in market manipulation or fraud and by acting as a securities dealers and advisers without being registered as such with the Authority and by distributing investment contracts to the public without a prospectus subject to a receipt issued by the Authority.  
In the Tribunal’s view, these apparent breaches could result in irreparable injury to the integrity of financial markets and to investors and affect the confidence of the public in those markets.  
 In this regard, the Tribunal recalls that the registration requirement for advisers and dealers under the Securities Act is one of the main lines of defence put in place by the legislature to protect the public and ensure the integrity of the markets. In particular, these regimes aim to ensure that financial intermediaries, such as securities advisers and dealers, always have the skills and integrity required to offer quality services to the investing public, while fully respecting the regulatory framework put in place to ensure the integrity of financial markets, investor protection and the maintenance of the confidence of the public in these markets. The Tribunal must take the necessary measures to prevent the perpetration of a scheme such as the one alleged to have taken place in this case.
Question 2: Is urgent action required and/or could the situation cause irreparable injury if the Tribunal does not render a decision without a prior hearing of the respondents and the impleaded party? 
After considering all the detailed evidence adduced before it by the Authority, the Tribunal answers this question in the affirmative and considers that urgent action is required and that there is a risk of irreparable injury if it does not render this decision without a prior hearing of the respondents.
The second paragraph of s. 115.1 of the Act respecting the regulation of the financial sector provides that the Tribunal may render a decision adversely affecting the rights of a person without a prior hearing if urgent action is required or to prevent irreparable injury.
In the Tribunal’s view, in this case, preponderant evidence establishes urgency and a risk of irreparable injury to investors and to the integrity of financial markets caused by the apparent breaches of ss. 11, 12, 148, 195.2 and 199.1 of the Securities Act, which justifies the Tribunal’s immediate intervention to protect the public interest. 
In this respect, the Tribunal notes that:
· The Authority’s investigation into the respondents’ activities is ongoing but, in the Tribunal’s view, it has already provided probative evidence that they allegedly committed the apparent breaches of ss. 11, 12, 148, 195.2 and 199.1 of the Securities Act;
· In addition, the evidence collected by the Authority reveals that Vincent Allard and Pyrole are currently likely to continue these activities by taking part in a scheme to entice investors to purchase the BALD token, a security created by the respondents that they allegedly deployed on a decentralized trading platform, all to manipulate its value and make significant profits from it;
· The respondents have allegedly already illegally collected a significant amount of money from thousands of investors; 
· A preliminary analysis of the transactions and movements of funds in the respondents’ bank accounts and cryptoasset accounts, which was performed as part of the Authority’s investigation, indicates among other things that they have already transferred a substantial portion of the money collected from the investing public and that most of the money invested has instead found its way into the respondents’ personal bank and cryptoasset accounts;
· According to the Authority’s investigation, Vincent Allard and Pyrole still control more than the majority (over 85%) of the BALD token liquidity reserves. There is therefore reason to fear that the respondents will continue their seemingly illegal activities by continuing to deploy the BALD token on several platforms. 
Without the Tribunal’s immediate intervention, there is reason to fear that the respondents will dissipate the substantial amount of money they have allegedly already collected as a result of these activities or transfer it outside Quebec, which would render any future proceeding to recover the money obtained from these activities illusory, in particular any proceeding to indemnify public investors adversely affected by this activity.
Accordingly, in the Tribunal’s view, the Authority has established the urgency and risk of irreparable injury to the public and to the integrity of the markets caused by the apparent breaches allegedly committed by the respondents in this case, the whole justifying the Tribunal’s immediate intervention.
Question 3: If so, what preventive, protective and conservatory measures must the Tribunal take in the public interest?
In this case, the orders sought by the Authority under ss. 93, 97 para. 2(3), 97 para. 2(7), 115.1 and 115.15.3 of the Act respecting the regulation of the financial sector and under ss. 249, 250, 265 and 266 of the Securities Act are protective, preventive and conservatory in nature.
The primary purpose of these orders is to prevent, during the Authority’s investigation, the dissipation of assets allegedly obtained by the respondents by committing breaches of the Act, by ordering them not to dispose directly or indirectly of funds, securities or other assets in their possession or entrusted to them, and to refrain from withdrawing or appropriating funds, securities or other assets from any other person having them on deposit, under control or in safekeeping for them, including the contents of safety deposit boxes, in any location.
 In this respect, the Tribunal recalls that s. 249 of the Securities Act allows it to issue a general freeze order both against the respondents’ personally and against third parties who may have on deposit, under control or in safekeeping assets or money belonging to the respondents or owed to them.  
Under s. 250 of the Securities Act, freeze orders are effective from the time the persons concerned are notified and, unless otherwise provided, remain binding for a 12‑month period. During that period, however, they may be revoked or otherwise amended by the Tribunal, in the public interest.
Given that the evidence adduced by the Authority establishes that the respondents committed numerous apparent breaches of ss. 11, 12, 148, 195.2 and 199.1 of the Securities Act, and that, furthermore, this evidence contains serious indications that the respondents could continue this activity, the Tribunal considers that the cease trade orders sought by the Authority must be issued immediately to protect the integrity of the financial markets, to protect investors, and to preserve the confidence of the public in the integrity of those markets. Sections 265 and 266 of the Securities Act allow the Tribunal to issue such orders in the public interest.
Accordingly, after duly considering the evidence and the arguments presented by the Authority at the ex parte hearing held on April 24 and 25, 2024, the Tribunal finds that it is in the public interest to implement all the conclusions sought by the Authority. 
FOR THESE REASONS, whereas the evidence adduced by the Authority establishes that this decision must be rendered because urgent action is required or to prevent irreparable injury and justifies immediate intervention to protect the public interest without a prior hearing of the respondents and the impleaded party, the Financial Markets Administrative Tribunal, pursuant to ss. 93, 94, 97 para. 2 (3), 115.1 and 115.15.3 of the Act respecting the regulation of the financial sector, and ss. 249, 250, 265 and 266 of the Securities Act:
GRANTS the application of the Autorité des marchés financiers, in the public interest;
PROHIBITS the respondents, Vincent Allard and Pyrole Capital inc., from engaging in any activity directly or indirectly related to trading in securities, including the BALD token or any other token in the form of an investment described in s. 1 of the Securities Act;
PROHIBITS the respondents, Vincent Allard and Pyrole Capital inc., from acting as an adviser or investment fund manager within the meaning of s. 5 of the Securities Act;
ORDERS the respondents, Vincent Allard and Pyrole Capital inc., not to assign, charge, alter, destroy, transfer, otherwise dispose of or withdraw, directly or indirectly, in whole or in part, any funds, securities or other assets, either in their possession or which they have under deposit, under control or in safekeeping, including cryptoassets such as the BALD token and liquidity provider tokens (LP tokens) deposited in or under the control of the following cryptoasset wallet:
· Wallet by the name of BALD Deployer and the address 0xccfa0530b9d52f970d1a2daea670ce58e4176389;
ORDERS the respondents, Vincent Allard and Pyrole Capital inc., not to assign, charge, alter, destroy, transfer, otherwise dispose of or withdraw, directly or indirectly, in whole or in part, any funds securities or other assets, including cryptoassets, from Circle Internet Financial, LLC, which has them on deposit, under control or in safekeeping in account number 155435687;
ORDERS the impleaded party, BMO Investorline Inc., not to dispose of, directly or indirectly, any funds, securities or other assets that it has on deposit, under control or in safekeeping for any other person, in account number [...];
ORDERS the Autorité des marchés financiers to notify this decision to the parties and to file proof of notification with the Tribunal without delay; 
Pursuant to the third paragraph of s. 115.1 of the Act respecting the Regulation of the financial sector, the parties have 15 days from this decision to file a notice of contestation with the Tribunal. A form is available on the Tribunal’s website for this purpose.
Upon receipt of a notice of contestation and at the end of the 15-day period, the Tribunal shall register the case on the roll of the Practice Division and send all parties a notice of presentation.[footnoteRef:25] [25:  	Section 21, Rules of evidence and procedure of the Financial Markets Administrative Tribunal, supra note 7.] 

All parties have the right to be represented by counsel.[footnoteRef:26] [26:  	Ibid., s.  29.  ] 

Pursuant to s. 250 of the Securities Act, the freeze orders take effect on April 29, 2024, and remain in effect for a period of twelve (12) months, ending on April 28, 2025, unless amended or revoked prior to the expiration of that term. 
The other conclusions take effect as of the date of the decision, unless otherwise specified, and will remain in effect until amended or revoked.
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