Overview Report – Quadriga CX
QuadrigaCX was the business name for a BC numbered company (0984750 B.C. Ltd.)
that operated a cryptocurrency exchange platform from December 2013 to February
2019. It allowed users to store, buy and sell various cryptocurrencies from its online
operating platform through its website at www.quadrigacx.com. It garnered attention on
the Canadian stage in early years by installing a Bitcoin ATM in Vancouver, 1 announcing
plans to go public, 2 and developing a significant client base in Canada.
Quadriga later gained international attention when, on January 14, 2019, it announced its
founder Gerald Cotten had died in India in December 2018, leaving Quadriga owing
76,000 clients a combined $215 million. 3 Major Canadian news outlets picked up the
story, 4 as did international outlets like Bloomberg, 5 BBC, 6 and others. Most reported that
the founder of Quadriga had died without sharing the passwords to the cold storage of
virtual assets held by Quadriga, which meant that the client assets recorded in that
storage were inaccessible. 7 However, the Ontario Securities Commission later found that
that inaccessibility of cold storage did not explain the shortfall at all; rather, Quadriga CX
had been operating as a classic Ponzi scheme, paying off older debts to clients with new
incoming funds, and even before Mr. Cotten's death, Quadriga simply did not have
sufficient assets to support its clients’ holdings. 8
On February 5, 2019, the three companies that operated Quadriga CX were granted
protection from creditors by the Nova Scotia Supreme Court. 9 Ernst & Young was
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appointed as monitor for the CCAA proceeding on February 5, 2019, and became trustee
in bankruptcy on April 15, 2019. 10
On May 1, 2019, Ernst & Young, acting in its capacity as bankruptcy trustee, delivered
the Trustee’s Preliminary Report. On June 19, 2019, acting in its capacity as monitor,
Ernst & Young delivered its Fifth Report. On April 14, 2020, the Ontario Securities
Commission (“OSC”), which had been investigating QuadrigaCX, released a report
detailing its findings. 11
Ernst & Young and the OSC found that despite hiring staff to work on technical aspects
of the trading platform, Mr. Cotten alone retained control of the company’s fiat and crypto
assets. 12
While the platform grew slowly between 2013 and 2016, from 2016 to 2017 its active
client base grew over 2,000%. 13 Over 95% of Q’s clients identified as Canadian residents
and the vast majority of client deposits and trades were in either Canadian dollars or
Bitcoin 14 The OSC also found that many clients also placed a great deal of trust in
Quadriga as a company, expressing their belief that because it was a Canadian company,
it must have proper oversight and not understanding the risk the unregistered platform
posed to their assets. 15
The reports from Ernst and Young and the investigation by the OSC revealed there were
a number of problems with the way Quadriga handled its clients’ assets, both virtual and
fiat. 16 Those issues included holding all client assets in a central Quadriga account
instead of in separate client accounts, holding client assets on other virtual asset trading
platforms or in hot wallets, shifting client funds onto other platforms without their
knowledge or consent, using client funds to speculate, problems with obtaining secure
banking relationships which led to the use of an assortment of third party payment
processors in Canada and internationally, excessive use of cash, failing to maintain
boundaries between client assets and business administration assets, misappropriating
funds to convert to support Mr. Cotten’s personal lifestyle, lack of oversight, failing to
maintain records of either virtual or fiat balances, etc. The OSC report also found that Mr.
Cotten engaged in trading on the Quadriga CX platform for his own benefit under
numerous aliases, manipulating the platform’s internal ledger to give himself fake assets,
and using assets of other clients to cover the difference.
According to the OSC report, these practices were able to remain hidden when the price
of virtual assets rose sharply in 2017, and customers flocked to Quadriga. When the price
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of virtual assets began to fall in 2018, Quadriga became unable to meet client withdrawal
requests. This was coupled with the court-ordered freeze of $26million of assets of one
of its third-party payment processors, and the mysterious disappearance of $12million of
assets from another payment processor. 17
In total, the Ontario Securities Commission found that of the $215 million that Quadriga
owed: 18
- $46 million was recovered by Ernst & Young;
- $115 million was lost due to Cotten’s trading losses on the Quadriga platform,
- $28 million was lost by Cotten trading on other crypto asset trading platforms,
- $2 million was unaccounted for from the money Cotten misappropriated for his own
personal living expenses,
- $1 million was attributed to Quadriga’s estimated operating losses, such as the
fees owed to contractors and payment processors; and
- $23 million was unaccounted for.
Ernst & Young also recovered $12 million worth of assets was recovered by Ernst &
Young from Mr. Cotten’s spouse.
The RCMP and FBI have confirmed they have opened investigations into Quadriga. 19

17

18

OSC Report p. 20-22

OSC Report pp. 25-26

19 Michael MacDonald, “RCMP, FBI two of four agencies investigating former crypto exchange Quadriga,” Global
News, 29 August 2019, online: < https://globalnews.ca/news/5830003/quadriga-crypto-fbi-rcmp

3

