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-2INTRODUCTION
1.

On February 5, 2019

Filing Date , Quadriga Fintech Solutions Corp., Whiteside

Capital Corporation and 0984750 B.C. Ltd. ( Quadriga ) d/b/a Quadriga CX and
Quadriga Coin Exchange (collectively, the Companies ) were granted protection from
their creditors by the Nova Scotia Supreme Court (the Nova Scotia Court ) under the
Companies Creditors Arrangement Act (the CCAA ). Pursuant to an Order of Justice
Wood dated February 5, 2019, Ernst & Young Inc. was appointed as the monitor (the
Monitor ) of the Companies.
2.

Prior to filing for protection under the CCAA, Quadriga operated a cryptocurrency
exchange platf
cryptocurrencies

Affected Users
from

its online operating platform through its website at

www.quadrigacx.com.
3.

On February 28, 2019, the Nova Scotia

Rep Counsel

Order
Representative Counsel

-

out of representation in accordance with the Rep Counsel Order.
4.

On April 11, 2019, a Termination and Bankruptcy Assignment Order was issued by
Justice Wood of the Nova Scotia Court approving the process by which the Applicants
CCAA proceedings would transition to three bankruptcy proceedings (the Bankruptcy
Proceedings ) under the Bankruptcy and Insolvency Act (the BIA ).

5.

On April 15, 2019

Date of Bankruptcy , each of the Applicants were assigned

into bankruptcy. Ernst & Young Inc. consented to act as Trustee-in-Bankruptcy (the

-3Trustee ) of each bankrupt estate, which role was affirmed at the First Meeting of
Creditors held on May 2, 2019. Five individuals were named as Estate Inspectors (the
Inspectors ) at the First Meeting of Creditors for each bankrupt estate.
6.

On June 27, 2019, the Nova Scotia Court issued an order approving the claims process to
Claims Process

7.

On September 10, 2019, the Nova Scotia Court granted an order transferring the
Bankruptcy Proceedings to the Ontario Superior Court of Justice (Commercial List) (the
Court . On September 24, 2019, the Office of the Superintendent of Bankruptcy

the division and district of the Bankruptcy Proceedings had been transferred to Toronto,
Ontario.

PURPOSE
8.

The purpose of the Seventh Report of the Trustee (the Seventh Report ) is to provide
an update to the Court and stakeholders regarding the administration of the bankruptcy
and provide the Court with the Trustee s recommendations regarding certain relief that
the Trustee is seeking with respect to the Claims Process and other issues, including:
(a)

Disallowance of the priority claimed by various Affected Users under Section 136
of the BIA or otherwise and a declaration that all Affected User claims rank parri
passu for distribution purposes;

-4(b)

Fixing rates to convert claims in various cryptocurrency units and U.S. dollars to
Canadian dollars as at the Date of Bankruptcy for purposes of establishing the
claim amount for each Affected User; and

(c)

Authorizing the Trustee to accept claims of Affected Users notwithstanding minor
administrative defects within certain proof of claim submissions.

TERMS OF REFERENCE
9.

In preparing this Seventh Report, the Trustee has relied upon unaudited financial
information, the Company s limited books and records and financial information
prepared by the Company (the Information ). The Trustee has not audited, reviewed or
otherwise attempted to verify the accuracy or completeness of the Information in a
manner that would wholly or partially comply with Generally Accepted Assurance
Standards pursuant to the Chartered Professional Accountants Canada Handbook, and
accordingly the Trustee expresses no opinion or other form of assurance in respect of the
Information.

10.

Except as otherwise stated, the Trustee s understanding of factual matters expressed in
this Seventh Report concerning the Applicants and their business is based on the
Information, and not independent factual determinations made by the Trustee.

11.

The Trustee has relied upon the information available to it from Quadriga, its
independent contractors and other parties with historical involvement with Quadriga.
The Trustee has attempted to independently review and corroborate the information
received, where possible.

-512.

Unless otherwise stated, all monetary amounts contained herein are expressed in
Canadian dollars.

STATUS OF THE ESTATE
13.

Since the last Report to the Court and stakeholders, the Trustee has continued to advance
the administration of the estate in consultation with the Inspectors and Representative
Counsel. The activities of the Trustee have included:
(a)

Continuing to monetize various assets realized upon from the settlement with
Jennifer Robertson and the Estate of Gerald Cotten;

(b)

Pursuing other recovery efforts, including recovering additional funds from a
third-party payment processor;

(c)

Completing various claims reconciliation activities pursuant to the Claims Process
initiated on June 27, 2019;

(d)

Engaging Kroll Associates Inc. at the direction of the Inspectors to conduct an
additional forensic review of certain Quadriga cryptocurrency transactions;

(e)

Cooperating with requests of law enforcement and regulatory authorities;

(f)

Complying with the terms of the

CRA

Production

Demand Order dated April 14, 2020 and cooperating with the CRA as they
commence their income tax audit of the bankrupt s accounts;
(g)

Continuing to implement the settlement agreement with the Estate of Gerald
Cotten and Ms. Jennifer Robertson;

-6(h)

Obtaining a U.S. court order granting

-mail

account; and
(i)

Preparing an interim update on the claims process for Affected Users as described
further below.

14.

A copy of the interim Statement of Receipts and Disbursements reflecting the estates net
financial holdings as at October 30, 2020 is attached hereto as

BACKGROUND ON CLAIMS PROCESS
15.

The Claims Process approved by the Nova Scotia Court is, in substance, in accordance
with the process set out in the BIA with certain modifications to reflect the nature of

16.

The

Claim Form

provided that Affected Users assert claims against Quadriga as at the Date of Bankruptcy
denominated in one or more of Canadian dollars, United States dollars or cryptocurrency
units (Bitcoin, Bitcoin Cash SV, Bitcoin Cash, Bitcoin Gold, Litecoin and Ethereum). A
copy of the

Order issued by the

Nova Scotia Court in respect of the Claims Process and a copy of the Claim Form are
attached hereto as Appendices B
17.

C

D , respectively.

In connection with the Claims Process, the Trustee requested that Affected Users file
their proofs of claim with the Trustee by August 31, 2019 despite there being no claims
bar date under the BIA.

Most Affected User claims were filed prior to that date;

however, a number were received subsequent to August 31, 2019 and the Trustee

-7continues to receive claims though the volume of new claim submissions has slowed
considerably.

The Trustee also notes that the CRA is conducting an audit of the
The Trustee will not be

able to facilitate a distribution to Affected Users with duly proven claims until such time
as the CRA finalizes its audit of the bankrupt s tax accounts.
18.

In aggregate, the Trustee has received 17,053 completed Claim Forms many of which
include multiple currency components. Below is a summary of the claims filed against
Quadriga by currency type as at September 11, 2020:

Claims Filed
Bitcoin
9,991
Bitcoin Cash SV
2,925
Bitcoin Cash
3,016
Bitcoin Gold
2,573
Litecoin
6,031
Etherium
8,743
Cdn Dollars
9,003
U.S. Dollars
675
Total
42,957

19.

Currency or
Crytocurrency
Units
24,427.0442
7,098.0094
7,723.0267
17,934.0347
87,031.2937
65,457.5983
$ 90,184,260.91
$ 6,016,960.35

As referenced above, the Trustee provided an interim status update to Affected Users on
the Claims Process on May 11, 2020. A copy of the interim status update published by
the Trustee is attached hereto as

E .

-8PRIORITY OF AFFECTED USER CLAIMS
20.

Consistent with the standard proof of claim form under the BIA, the Claim Form
provided that Affected Users could claim a right of priority under Section 136 of the BIA
or otherwise. The instruction letter sent to Affected Users in connection with the Claim
[i]f you claim any priority with respect to any amounts owing to
you by Quadriga, you must note it on the Affected User Proof of Claim and set out the
details to support your priority claim

[i]f claiming priority under Section 136 of
Section 136 of

the BIA provides priority claims as following in the following categories:
(a) in the case of a deceased bankrupt, the reasonable funeral and
testamentary expenses incurred by the legal representative or, in
the Province of Quebec, the successors or heirs of the deceased
bankrupt;
(b) the costs of administration, in the following order,
(i) the expenses and fees of any person acting under a
direction made under paragraph 14.03(1)(a),
(ii) the expenses and fees of the trustee, and
(iii) legal costs;
(c) the levy payable under section 147;
(d) the amount of any wages, salaries, commissions, compensation
or disbursements referred to in sections 81.3 and 81.4 that was not
paid;
(d.01) the amount equal to the difference a secured creditor would
have received but for the operation of sections 81.3 and 81.4 and
the amount actually received by the secured creditor;
(d.02) the amount equal to the difference a secured creditor would
have received but for the operation of sections 81.5 and 81.6 and
the amount actually received by the secured creditor;
(d.1) claims in respect of debts or liabilities referred to
in paragraph 178(1)(b) or (c), if provable by virtue of subsection
121(4), for periodic amounts accrued in the year before the date of

-9the bankruptcy that are payable, plus any lump sum amount that is
payable;
(e) municipal taxes assessed or levied against the bankrupt, within
the two years immediately preceding the bankruptcy, that do not
constitute a secured claim against the real property or immovables
of the bankrupt, but not exceeding the value of the interest or, in
the Province of Quebec, the value of the right of the bankrupt in
the property in respect of which the taxes were imposed as
declared by the trustee;
(f) the lessor for arrears of rent for a period of three months
immediately preceding the bankruptcy and accelerated rent for a
period not exceeding three months following the bankruptcy if
entitled to accelerated rent under the lease, but the total amount so
payable shall not exceed the realization from the property on the
premises under lease, and any payment made on account of
accelerated rent shall be credited against the amount payable by the
trustee for occupation rent;
(g) the fees and costs referred to in subsection 70(2) but only to the
extent of the realization from the property exigible thereunder;
(h) in the case of a bankrupt who became bankrupt before the
prescribed date, all indebtedness of the bankrupt under any Act
res
unemployment insurance or under any provision of the Income Tax
Act creating an obligation to pay to Her Majesty amounts that have
been deducted or withheld, rateably;
(i) claims resulting from injuries to employees of the bankrupt in
compensation do not apply, but only to the extent of moneys
received from persons guaranteeing the bankrupt against damages
resulting from those injuries; and
(j) in the case of a bankrupt who became bankrupt before the
prescribed date, claims of the Crown not mentioned in paragraphs
(a) to (i), in right of Canada or any province, rateably
notwithstanding any statutory preference to the contrary.
21.

Of the 17,053 Claim Forms, 4,333 (or 25.4%) claimed a right of priority under the BIA.
However, none of the Affected Users claiming priority specified the relevant BIA
subsection by which their claim had priority and no detailed supporting priority claim
documentation was produced.

Representative Counsel released a communication to

- 10 Affected Users stating that, generally, Affected Users would have unsecured claims and
share pro-rata in any distributions, subject to the individual circumstances for an
Affected User. A copy of the communication sent by Representative Counsel to Affected
Users is attached hereto as
22.

F .

The Trustee is of the view that all Affected User claims are unsecured claims against
Quadriga without any priority pursuant to Section 136 and should rank pari passu under
any distribution of available assets. The Trustee is not aware of any basis to support
priority for any particular or group of Affected Users.

23.

Generally, all fiat currency and cryptocurrency were provided to Quadriga on the basis
that it would be traded using the Quadriga platform. These funds were commingled with
all of

either disbursed to an Affected

User with a queued withdraw request or transferred to entities not controlled by Quadriga
or directly to Mr. Cotten, the former chief executive officer of Quadriga, or other related
parties. Additionally, as set out in earlier reports of the Trustee, Mr. Cotten appears to
have created accounts on the Quadriga platform and credited those accounts with either
fiat currency or cryptocurrency without providing actual funds. Mr. Cotten proceeded to
trade these account balances with Affected Users that had deposited real assets, as such,
In such
circumstances, the comingled available assets for distribution are not traceable to any
particular Affected User.
24.

The Trustee has consulted with Representative Counsel regarding
that the claims of Affected Users should rank pari passu for distribution purposes. As set

- 11 out above, the Trustee understands that Representative Counsel is supportive of the
all Affected Users should rank pari
passu.
25.

The Trustee is requesting the Court grant an order declaring that the claims of Affected
Users rank as unsecured claims without any priority under Section 136 of the BIA and
ranking pari passu for distribution purposes. The Trustee is seeking such a court order as
any process that addresses the priority issue with each Affected User on a claim by claim
basis would be inefficient, costly and a significant drain on estate assets otherwise
available for distribution.

CURRENCY CONVERSION DATE
26.

As set out above, Affected Users hold claims against Quadriga in various cryptocurrency
units or Canadian or U.S. dollars. In order to distribute available funds to Affected
Users, the Trustee needs to convert all claims to the same base currency. The Trustee
recovered approximately CDN$1.4 million of cryptocurrency (based on prevailing prices)
and approximately US$662,000 to date. Asset recoveries generally have been obtained in
Canadian dollars from funds recovered from third party payment processors and
monetization of other assets through the settlement with Ms. Jennifer Robertson and the
Estate of Gerald Cotten. The Trustee intends to convert all asset holdings (U.S. dollars
and cryptocurrency) into Canadian dollars for distribution to the Affected Users based
upon the Canadian dollar equivalent value of all creditor claims.

27.

There are two potential currency conversion dates which may apply to the claims
received being (1) the Date of Bankruptcy (April 15, 2019); or (2) the date of the Initial

- 12 Order in the CCAA proceedings being February 5, 2019. Consistent with the BIA, the
Claims Process called for claims against the Companies as of the Date of Bankruptcy.
However, Affected Users were not able to trade on the Quadriga platform following
commencement of the CCAA proceedings as the platform was suspended shortly prior to
the CCAA filing. Consequently, Affected User account balances were effectively frozen
as at February 5, 2019.
28.

The Trustee believes that the BIA requires the conversion to Canadian dollars to occur
using rates or prices as at the Date of Bankruptcy. Section 121 of the BIA provides that
all debts and liabilities, present or future, to which the bankrupt is subject on the day on
which the bankrupt becomes bankrupt

29.

.

The Trustee further notes that Section 215.1 of the BIA

[a] claim for a

debt that is payable in a currency other than Canadian currency is to be converted to
Ca
30.

as of the date of the bankruptcy
initial

earlier of various dates and specifically, in these proceedings, would have been the date
on which the Companies commenced their proceedings under the CCAA in February
2019. The BIA therefore could have provided for the ability to look to a date other than
the date of bankruptcy to determine or convert claims. However, both Sections 121 and
215.1 referred to above dealing with the quantification of claims, reference the date of

bankruptcy event is used elsewhere in the BIA, including for (a) reviewing where the

- 13 debtor carried on business for purpose of determining the locality of the debtor (Section

be secured (Section 81.3); and (c) the various look back periods for purposes of
reviewable transactions under the BIA (Sections 95, 96 and 101), among other things.
31.

Additionally, though not necessarily applicable, in a securities firm bankruptcy, customer
claims are based up
the liquidation by sale or purchase at the close of business of the securities firm on the
date of bankruptcy

32.

In the case of the exchange of cryptocurrencies, the BIA does not provide any specific
guidance and the Trustee is not aware of any earlier precedent on point in respect of such
conversions. The Trustee believes that guidance can be taken from the other exchange
rules provided in the BIA.

33.

The Trustee notes that cryptocurrency prices are highly volatile and fluctuated
significantly between February 5, 2019 and the Date of Bankruptcy. Most
cryptocurrencies traded within the Quadriga platform rose in price during this time
period. The below graph shows the price change of Bitcoin and Ethereum from February
5, 2019 to April 15, 2019, which were the two most frequently held cryptocurrencies on
the Quadriga platform.
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34.

The Trustee notes that the currency conversion rate (currency conversion date) chosen to
convert the various cryptocurrencies to Canadian dollars will have a significant effect on
distribution allocations to different groups of Affected Users.

Affected Users with

cryptocurrency claims (primarily Bitcoin, Bitcoin Cash, Litecoin and Ethereum) will
benefit from the strengthening market values of those cryptocurrencies from February 5,
2019 to the Date of Bankruptcy. Below is a chart summarizing the Canadian dollar
equivalent1 claim composition of all claims received through September 11, 2020, by
currency type, valued using exchange rates from the date of the Initial Order in the
CCAA proceedings and the Date of Bankruptcy:

1

Source of cryptocurrency prices: https://www.coingecko.com/. Source U.S. exchange rate: https://www.bankofcanada.ca/rates.
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Bitcoin
Bitcoin Cash SV
Bitcoin Cash
Bitcoin Gold
Litecoin
Etherium
Cdn Dollars
US Dollars
Total

Units
24,427.04
7,098.01
7,723.03
17,934.03
87,031.29
65,457.60
$ 90,184,260.91
$ 6,016,960.35

Exchange Rate (FX/Cdn)
5-Feb-19
15-Apr-19
$ 4,550.25 $ 6,739.08
$
80.55 $
78.84
$
153.88 $
419.37
$
12.58 $
22.14
$
44.95 $
104.84
$
140.62 $
223.45
$
1.00 $
1.00
$
1.31 $
1.34

$
$
$
$
$
$
$
$
$

Allocation of Fiat Claims to Total
Allocation of Crypto Claims to Total

35.

Cdn Dollar Equivalent
5-Feb-19
15-Apr-19
111,149,157.70 $ 164,615,804.77
571,744.66 $
559,607.06
1,188,419.35 $
3,238,805.72
225,610.16 $
397,059.53
3,912,056.65 $
9,124,360.83
9,204,647.48 $
14,626,500.35
90,184,260.91 $
90,184,260.91
7,882,218.05 $
8,062,726.86
224,318,114.96 $ 290,809,126.04
44%
56%

As set out above, the BIA requires claims to be quantified as at the Date of Bankruptcy
and that foreign currencies (in this case U.S. dollars) are required to be converted to
Canadian dollars. The Trustee believes that while the BIA is silent in respect of the
timing and/or conversion of cryptocurrency claims, the guidance provided by the BIA
would similarly support an exchange rate in respect of cryptocurrencies, consistent with
the manner in which claims in foreign currencies (and securities) are valued.

36.

The Trustee is requesting an order of the Court to establish the currency conversion rates
by which U.S. dollar and cryptocurrency claims will be converted into Canadian dollars
for claim distribution purposes. The specific Date of Bankruptcy (April 15, 2019) rates
that the Trustee intends to use are set out in the above chart. In the case of
cryptocurrencies, the source of the proposed conversion rate pricing was the closing rate
from CoinGecko (https://www.coingecko.com) which aggregates data from various
exchanges and markets to report an indicative rate or price. The proposed conversion
rate for U.S. dollars is the closing rate of the Bank of Canada.

34%
66%

- 16 TECHNICAL DEFECTS WITH CLAIM FORMS
37.

Many of the Claim Forms submitted by Affected Users contain certain technical
deficiencies which the Trustee would typically attempt to reconcile before accepting such
claims. As at September 11, 2020, of the 17,053 Claim Forms received, approximately
5,500 contain one or more of these technical defects. The technical defects include,
among other things:

38.

(a)

Claim Form not signed;

(b)

Claim Form not witnessed;

(c)

Missing pages from the claims package; and

(d)

Inaccurate Quadriga account ID number referenced.

Given the quantum of Claim Forms with minor deficiencies, the Trustee believes the cost
to remedy these deficiencies would be significant and would only serve to deplete the
amount of funds otherwise available for distribution to the Affected Users. While the
Trustee has communicated with some of the Affected Users regarding minor defects in
connection with its claims review process, this process has typically involved numerous
e-mails and/or phone calls and in almost all cases, the minor deficiency has been resolved
and the claim has ultimately been allowed. Accordingly, the Trustee is of the view that it
is not beneficial to continue to have the estate incur the expense of the Trustee
communicating with each Affected User with technical deficiencies in its claim in order
to resolve these issues.

- 17 39.

To avoid delays and the cost of attempting to resolve these minor deficiencies, the
Trustee is requesting an order of the Court permitting (but not requiring) it to admit
claims which contain minor deficiencies. The Trustee believes this is the most costeffective way to address the issue and will maximize the amount ultimately recoverable
by the Affected Users.

NOTICE
38.

In order to provide notice to Affected Users of the relief currently being sought, the
Trustee will post a notice of this motion

Notice

www.reddit.com/r/quadrigacx. The Notice
includes a description of the relief that the Trustee is seeking in respect of the
disallowance of priority claims and the conversion of claims denominated in
cryptocurrency units and U.S. dollars. Further, the Trustee will email a copy of the
Notice to each Affected User having filed a priority claim at the email address recorded
in their Claim Form directing them to review this Seventh Report and to contact
Representative Counsel should they have additional questions. A copy of the draft
Notice is attached hereto as

G .

- 18 CONCLUSION
39.

For the reasons set out in this Seventh Report, the Trustee recommends that the Court
grant the order requested by the Trustee and relief set forth in this Seventh Report.

All of which is respectfully submitted this 5th day of November 2020.
ERNST & YOUNG INC.
Licensed Insolvency Trustee
acting its capacity as Trustee in Bankruptcy
of Quadriga Fintech Solutions Corp., Whiteside Capital Corporation and
0984750 B.C. Ltd. and not in its personal capacity

Sharon S. Hamilton
Senior Vice President

George Kinsman
Senior Vice President
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Province of
Division No.
Court No.
Estate No.

Ontario
09-Toronto
43212
31-2560986

NOTICE TO CREDITORS
In the Matter of the Bankruptcy of
0984750 B.C. Ltd.
of the City of Vancouver
in the Province of British Columbia

Interim Claim Status Report
May 12, 2020

INTRODUCTION
1.

On February 5, 2019 (the “Filing Date”), Quadriga Fintech Solutions Corp., Whiteside Capital
Corporation and 0984750 B.C. Ltd. (“Quadriga”) d/b/a Quadriga CX and Quadriga Coin
Exchange (collectively, the “Companies”) were granted protection from their creditors by the
Nova Scotia Supreme Court (the “Nova Scotia Court”) under the Companies’ Creditors
Arrangement Act (the “CCAA”). Pursuant to an Order of Justice Wood dated February 5, 2019,
Ernst & Young Inc. (“EY”) was appointed as the monitor (the “Monitor”) of the Applicants.

2.

On April 11, 2019, a Termination and Bankruptcy Assignment Order was issued by Justice Wood
approving the process by which the Applicants’ CCAA proceedings would transition to bankruptcy
proceedings (the “Bankruptcy Proceedings”) under the Bankruptcy and Insolvency Act (the
“BIA”).

3.

On April 15, 2019, each of the Applicants were assigned into bankruptcy. EY consented to act as
Trustee-in-Bankruptcy (the “Trustee”) of each bankrupt estate, which role was affirmed at the First
Meeting of Creditors held on May 2, 2019.

4.

On June 27, 2019, the Nova Scotia Court issued an order approving the claims process to be
undertaken by the Trustee (the “Claims Process”).

5.

On September 10, 2019, the Nova Scotia Court granted an order transferring the Bankruptcy
Proceedings to the Ontario Superior Court of Justice (Commercial List) (the “Court”). On
September 24, 2019, the Office of the Superintendent of Bankruptcy issued revised certificates of
appointment in respect of the Companies’ estates confirming the division and district of the
Bankruptcy Proceedings had been transferred to Toronto, Ontario.

PURPOSE
6.

The purpose of this Notice is to provide creditors with an interim update on the status of the claims
process in respect of 0984750 B.C. Ltd.

UPDATE
7.

The Claims Process approved by the Nova Scotia Court is in substance in accordance with the
process set out in the BIA with certain modifications in light of the nature of Quadriga’s business
being a cryptocurrency exchange.

In particular, the Claims Process provides that users of

Quadriga’s platform (the “Affected Users”) shall assert claims against Quadriga as at April 15,
2019 denominated in one or more of Canadian dollars, United States dollars or cryptocurrency units
(Bitcoin, Bitcoin Cash SV, Bitcoin Cash, Bitcoin Gold, Litecoin and Ethereum).

8.

As at May 6, 2020, the Trustee has received and is assessing claims filed against Quadriga in
various currencies as follows:

Bitcoin
Bitcoin Cash SV
Bitcoin Cash
Bitcoin Gold
Litecoin
Etherium
CDN Dollars
US Dollars

9.

CLAIMS FILED
9,949
2,912
3,003
2,564
6,009
8,704
8,973
672

Base Currency or
Crypto Units
24,436.5474
7,093.4818
7,718.4992
18,031.2131
86,936.8888
65,302.1451
$
90,297,731
$
6,014,338

In aggregate, the Trustee received 16,959 proofs of claim many of which included multiple
currency components.

10.

The Trustee anticipates that all claims will be converted to a Canadian dollar equivalent for
distribution purposes. A determination as to the respective rates of currency conversion have yet
to be determined.

11.

The Trustee has not finalized its review of all Affected User proofs of claim and continues to follow
up with certain Affected Users in this regard.

12.

The Trustee notes that there are a number of proofs of claim that contain certain technical
deficiencies (i.e. proofs of claim are unsigned). The Trustee also notes that in a number of cases,
the claimant has asserted a preferred claim pursuant to Section 136 of the BIA without any support
for the preferred claim status. The Trustee notes that it is of the view that all Affected User claims
are unsecured claims without any preferred status.

The Trustee also understands that

Representative Counsel supports the Trustee’s position with respect to Affected User claims not
being subject to any priority as communicated in the materials provided to Affected Users on
Representative Counsel’s website. The Trustee expects that the technical deficiencies will be

remedied and the right to preferred status resolved without impacting the acceptance of the quantum
of these claims. The Trustee notes that it may seek the Court’s assistance to resolve such issues in
the most cost-effective way possible.
13.

The Trustee continues to follow up with certain claimants in respect of claims which differ from
the amounts recorded in Quadriga’s records. While this process has resulted in some adjustments
to balances set out in particular proofs of claim, to date, such adjustments have not been material
in relation to the aggregate balances pursuant to the proofs of claim as filed.

14.

The Trustee notes that although the Trustee requested that Affected Users file claims on or by
August 31, 2019, there is no claims bar date pursuant to the BIA. The Trustee continues to receive
proofs of claim and will continue to process claims prior to the final distribution to creditors,
however the Trustee does note that the volume of new claim submissions has slowed considerably.

15.

As set out in the Trustee’s Third and Sixth Reports, the Trustee has received production demands
from Canada Revenue Agency (“CRA”) in relation to an audit of 0984750 B.C. Ltd. pursuant to
subsection 231.2(1) of the Income Tax Act. On April 14, 2020, the Court issued an order approving
the production of information and documents in the Trustee’s possession to CRA in response to
their demand. The Trustee anticipates that once the production of these documents is complete,
CRA will be in a position to commence their audit.

16.

The Trustee notes that Quadriga failed to file tax returns in the ordinary course of business prior to
the Bankruptcy Proceedings and accordingly the quantum of tax liabilities is currently unknown.
The determination of a CRA tax claim against Quadriga is necessary prior to the Trustee declaring
any distribution to Affected Users or creditors generally as tax claims rank pari passu with the
unsecured claims of Affected Users.

Dated at the city of Toronto in the Province of Ontario, this 12th day of May, 2020.
ERNST & YOUNG INC.
Licensed Insolvency Trustee
acting its capacity as Trustee in Bankruptcy
of 0984750 B.C. Ltd. and not in its personal capacity

Sharon S. Hamilton
Senior Vice President

George Kinsman
Senior Vice President
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