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Accessing U.S. Capital for
Canadian Issuers:
Opportunities and Options

More than 950 Canadian listed companies now

leverage the OTCQX and OTCQB Markets as their
global gateway to U.S. investors. OTC Markets’

& efficient and regulated premium markets offer a
g: seamless route to diversify a company's

shareholder base, increase home market trading,
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and simplify their global investor relations

Ty

ff‘* program. This paper explores the importance of
the U.S. Market and how Canadian listed

companies have used the OTCQX and OTCQB
markets to meet the standards of U.S. compliance

and regulation without altering their home

" country regulatory requirements or adding the
“ complexity of a U.S. Exchange listing.




Why a U.S. Market is Important

Without a U.S. market a company is limited in its ability to access U.S. investors
— both institutional and retail. The most common misconception is that if an
investor is interested then they will buy the stock directly in the home
market. However, because of changes to the U.S. regulatory landscape, not
everyone can buy your stock. Your company’s disclosure and compliance
regime dictate trading behavior. Institutions, retail, and intermediaries each
require an active liquid market. Our regulated trading platforms, OTC Link ATS
and OTC Link ECN, enable institutional and retail investors to easily trade
through the broker of their choice. Industry leaders such as Citadel Securities,
Jane Street, StoneX, Virtu, MCAP and GTS are among the 90+ regulated market
makers that provide continuous liquidity and execution services for U.S.
investors. When making investment decisions companies are generally
included in a list of similar peers and those that make themselves available in
the U.S. compete and perform better.

Another misconception is that by being a shareholder friendly, transparent
company in good standing on your home exchange, any U.S. investor is able to
hold your stock. U.S. securities law is complex and designed to protect
residents of each state. The average Canadian listed company is out of
compliance in 46 U.S. states/jurisdictions. Blue Sky laws in the U.S. are
responsible for determining whether a broker can solicit or recommend your
stock. This restriction applies to all companies globally and exemptions
provided by OTCQX and OTCQB are one of the many reasons multi-national
large and mega cap such as Roche, Adidas, BNP Paribas, CSL, Ivanhoe Mines,
Bombardier, Anglo American plc, AXA Financial and Air Canada make the
OTCQX Market their U.S. trading venue of choice.

Shares are often talked about in terms of a product that are “sold not bought.”
Company news flow and financials need to be pro-actively disseminated into
the areas where U.S. investors carry out their research in a format that allows
them to carry out peer analysis (often with U.S. listed companies). The OTCQX
and OTCQB markets provide this solution as all clients post materials including
results, news, slide decks, and research through our client site which not only
re-distributes but engages U.S. brokers whose screens are then lit up with
your information and USD price in a timely manner.
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Why a U.S. Market is Important

Strong corporate citizenship in the U.S. and meeting the needs of U.S.
investors is essential to enable greater U.S. investor access. Following
the amendments to SEC Rule 15¢2-11 in 2021, OTC Markets assumed
a greater role as an Interdealer Quotation System, serving as a trusted
information source for broker dealers in monitoring ongoing issuer
disclosure and compliance. OTC Markets Group sets the standard for
how your stock is allowed to be treated under U.S. law. Our market
data file is sent twice daily to U.S. brokers, market makers and
investors who then rely on a company’s U.S. standing to determine
whether your security is investible.

Your company’s U.S. status is important because it’s reflected across
all major U.S. broker dealer screens and third party financial sites.
Ensuring you are compliant with SEC rule 12g3-2b (an exemption from
having to file with the SEC), individual U.S. state securities laws (blue
sky), and distribution of company information in the American format
are critical for foreign listed issuers seeking to efficiently remove
existing restrictions. Only the company itself can take responsibility
for solving/removing these barriers for U.S. brokers and investors.

Changes to SEC rule 15¢2-11 now leave the Pink market no longer fit
for purpose as it’s not an established public market, or recognized by
regulators for exemptions. Post SEC rule changes, the Pink market can
also be problematic due to limited trading and lack of liquidity (large
spreads) in part due to brokers pulling out of risky/Pink securities. The
Pink market is home to bankrupt, out of compliance and disengaged
companies. So what are your options?
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Why a U.S. Market is Important

Rule 15c2-11 codified our OTCOX and OTCQOB markets into U.S.
securities law. Trading on these markets supports not just investor
engagement, but enhances both issuer and investor protection, and
facilitates a regulatory landscape that demands more than in years
past. Our premium markets are designed to ensure companies meet
the standards required by U.S. securities law to support efficient
trading and U.S. investor outreach.

Trading on OTCQX and OTCQB ensures your stock is freely tradable on
U.S. broker screens and that they have access to key data sets
including news, financials, blue sky exemptions, and level 2 quotes.
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Lawful but Awful

U.S. exchanges, boutique U.S. investment banks, and law firms often
encourage Canadian issuers to dual list onto a U.S. Exchange, earning
themselves significant fees in doing so. There is no shortage of
messaging from these firms — whether at conferences or on panels —
on the value of accessing the U.S. capital markets. Unfortunately the
simplicity of this pitch often glosses over the significant expense,
increased regulatory obligations, and duplicative reporting burden
incurred.

OTC Markets Group recently examined how Canadian listed
companies that dual listed on a U.S. exchange performed. In
summary, almost all of the companies saw a significant drop in both
market cap and price following the listing, showing that dual listing,
rather than joining OTCQX/OTCQB, typically comes at the expense of
the company and shareholders.

We evaluated the performance of Canadian issuers that graduated to a
U.S. exchange between 2021 and 2023. A total of 62 companies were
reviewed. The median market cap of this group of companies was
$325 million the date of graduation. Four quarters post the offering,
the median was $152 million, and $121 million eight quarters post. A
median decline of more than 60% eight quarters post.
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Lawful but Awful

Of the 62 companies, 53% carried out a reverse split and of that number,
24% completed more than one. In comparison to companies that did not
carry out a reverse split, those that did saw a more significant decrease in
market cap eight quarters post the graduation date.

Fundamentally, while there is no change to the company’s market value
and the company achieves the initial listing price requirement, this solution
for qualification is viewed negatively by investors compared with organic
growth in share price. Furthermore, by reducing the number of shares for
investment, it actually deters long-only institutional investors and
frequently becomes the target of short sellers placing more pressure on a
company to meet or exceed investor expectation. A cohort of banks often
encourage companies to do a reverse split to meet the listing qualifications
and take warrants as part of their deal structure. This advice is destructive
to these companies and dilutive to their shareholders.
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Median Market Cap From Graduation Date (MM)
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Small cap Canadian companies (defined as sub $200m market cap) that uplisted to a U.S. exchange saw a
greater decrease in price from graduation date to eight quarters after compared to larger cap counterparts.

While the results may seem shocking, it should be noted that over
400 companies on U.S. exchanges remain out of compliance, many
of whom should not have been encouraged to list in the States.

Report prepared by OTC Markets Group Accessing U.S. Capital for Canadian Issuers: Opportunities and Options | 2024



High Cost, Little Reward

Despite the rhetoric, dual listing on a U.S. exchange is not often the
panacea as advertised. With duplicative reporting requirements and high
initial and ongoing costs, issuers expect a listing on a U.S. exchange to
yield successful results. For most small cap companies (sub $300m
market cap) that is rarely the case.

When listing on a U.S. exchange, the cost of D&O insurance alone
increases by hundreds of thousands of dollars per year, often by over $1
million USD with no added value on the spend. This added cost further
destroys shareholder value.

With these high costs, value can be limited versus expectations. It is
difficult for smaller companies to achieve the level of visibility they
might expect, they do not pick up analyst coverage and aren’t included
in indices. The smallest company on the Russell 3000 is in excess of
$200 million USD market cap. No company domiciled outside of the
U.S. is allowed to be included.

Further, there is negative market perception of companies who receive
exchange noncompliance notices or who have completed reverse splits.
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How OTCQX and OTCQOB
Compare to U.S. Exchanges

The OTCQX and OTCQB Markets offer a simplified path with
financial, corporate governance, and disclosure requirements at a
fraction of the cost. These markets are recognized as Established
Public Markets by the SEC. Investors and brokers are the same as
those that trade on the U.S. exchanges.

Under the Exchange Act, there are exemptions (SEC Rule 12g3-
2(b)) for foreign private issuers from having to register a class of
equity securities with the SEC. There is no SEC filing requirement to
trade on the OTCQX and OTCQB markets which significantly
decreases the cost of being public in the U.S. versus a U.S.
exchange. To qualify for the exemption, a foreign private issuer on
QX or QB markets must:
e Be listed on a non-U.S. securities exchange which qualifies as
the foreign private issuer's primary trading market.
e Not be subject to a current Exchange Act reporting requirement.
e Promptly publish, in English, certain home country disclosure
documents on its website.

Companies on the OTCQX and OTCQB markets certify their
exemption from SEC filing requirement and post their home market
disclosure. This step is essential to demonstrate compliance,
enhance corporate governance, and investability within the U.S.
trading and investor community.
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How OTCQX and OTCQOB
Compare to U.S. Exchanges

OTC Markets is now responsible for controlling the goalposts
through which brokers determine how to treat a security which
includes the 12g3-2(b) review and certification. Without posting
disclosure in the U.S. or verifying that a company meets the SEC
reporting exemption in our compliance files, there is no way for
brokers to know if the company meets the foreign private issuer
test and U.S. compliance standards.

Through SEC Rule 12g3-2(b), in addition to no SEC filing
requirement, there is no reconciliation with U.S. GAAP, and no
additional reporting requirements. Companies continue to be
regulated by their home market and there is no impact to D&O
insurance.

Further, for Canadian firms whose primary listing is outside of the
United States, there are advantages that trading on OTCQX and
OTCQB can provide within the company’s domestic market. Being
traded on the OTCQX and OTCQB markets gives international
issuers the benefit of increased U.S. investor ownership and
enhanced liquidity and valuation on both the home exchange and
U.S. market.

OTC Markets announced plans to launch OTC Overnight. For
companies looking to maximize their global ownership and increase
trading in their home listing, overnight trading will provide a growing
number of Asian and European brokers with access to our securities
from 8pm - 4am ET, Sunday to Thursday.
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Conclusion: List Local,
Trade Global

Report prepared by OTC Markets Group

Trading in the U.S. on the OTCQX and OTCQB
markets offers many benefits including helping
companies achieve fair valuation, lowering the cost
of capital, servicing U.S. investors, growing
ownership, and allowing for financings in the U.S.

In contrast, the data shows that joining the NYSE
or Nasdaqg exchange is frequently detrimental to
micro, small and mid cap Canadian companies. Of
the 62 companies examined, only one company
saw an increase in market cap after uplisting.
The median percent change in market cap eight
months after the graduation date was -60%.

There is a better way. The OTCQX and OTCQB
Markets provide all the compliance, trading
function and access of a U.S. exchange listing,
without the unnecessary costs and duplicative
reporting requirements.

Chris King, Senior Vice President
Corporate Services

OTCMarkets
T: (212) 896-4459 | C: (347) 383-5521
cking@otcmarkets.com
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OTCOX and OTCQOB Testimonials

‘ i Issuers whose shares are quoted on the OTCQX often experience greater
liquidity and increased market depth, thus allowing for more efficient and active
trading in the U.S markets. As a leading U.S. market maker of approximately
3,000 non-U.S. issuers, many of which are quoted on the OTCQX, MCAP has
observed consistent patterns of enhanced liquidity and investor engagement.

Managing Director, MCAP LLC
Member of FINRA | SIPC

i ‘ The OTCQX Market simplifies access to the U.S. capital markets for companies
already reporting through their home country exchange. Eligible international
companies that make their home country exchange filings publicly available to
U.S. investors may utilize Rule 1293-2(b) under the U.S. Securities Exchange
Act to qualify for the OTCQX Market, providing international issuers with a
more cost-effective way to trade their securities in the U.S. using either their
ordinary shares or American Depositary Receipts.

Andrew Reilly, Partner
Baker McKenzie

i i Several of Ivanhoe Mines largest institutional shareholders already are U.S.-
based funds and we expect U.S. investor interest to continue to grow for
responsible mining companies that produce the “energy metals” needed for
sustainable, clean energy technologies, such as electric cars, wind, and solar
power. Achieving marketing success in the U.S. market requires both tradability
and visibility and lvanhoe’s OTCQX quotation helps lvanhoe Mines meet both
these objectives.

Tony Giardini, President
Ivanhoe Mines Ltd. (TSX: IVN; OTCQX: IVPAF)
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OTCOX and OTCQOB Testimonials

‘ i OTCQX has been fantastic for us. We started out trading on the Pink Market,

and we upgraded to the OTCQB Market; we saw a lot of value, and a lot more
trading. We then made an easy decision to move up to the OTCQX Market and
it has brought in both U.S. retail and U.S. institutional buying, and our liquidity
has never been higher on the American market, so we couldn't be happier.

Mark Binns, CEO
BIGG Digital Assets (CSE: BIGG; OTCQX: BBKCF)

OTCQX is a great market for us as a junior development company, we've got a
lot of eyes on us from the start, there is a lot of trading on that platform so were
very pleased with that. It helps us build our story in the U.S., and it's been great
for us in that regard. We often see at least a third of our trading on a daily basis
on OTCQOX market.

Patrick Downey, CEO
Orezone Gold Corp. (TSX: ORE; OTCQX: ORZCF)
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