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3. I am authorized to swear this Affidavit on behalf of ACMO. 

BUSINESS OF THE DEBTORS 

4. USOS is a public corporation duly incorporated under the laws of Alberta.  Attached hereto 

and marked as Exhibit “A” is a true copy of a certificate of status issued by the Alberta Registrar of 

Corporations with respect to USOS.  The shares of USOS were delisted from the TSX Venture 

Exchange effective June 29, 2017. 

5. USOS(Utah) is a corporation duly incorporated under the laws of the state of Utah.  Attached 

hereto and marked as Exhibit “B” is a true copy of a certificate of existence issued by the Utah 

Division of Corporations and Commercial Code with respect to USOS(Utah). 

6. USOS(Utah) is a wholly-owned subsidiary of USOS, and the owner of a 100% interest in 

bitumen leases covering 32,005 acres of land in Utah.  Together, the Debtors are in the business of oil 

sands production and extraction.  Their main asset in that regard is the interest of USOS(Utah) in two 

major oil sands project areas in Utah: the PR Spring Project Area, consisting of 5,930 contiguous 

acres, and which has been in testing and development since 2005, and the Cedar Camp and NW 

Project Area, consisting of an additional 26,075 acres of exploration land. 

7. ACMO is the largest shareholder of USOS, holding approximately 31.3% of the issued and 

outstanding share equity of USOS.  In addition to this significant equity stake in USOS, ACMO holds 

outstanding convertible instruments, which if exercised could result in ACMO holding as much as a 

74.3% equity stake in USOS.  However, ACMO is not currently a majority shareholder of USOS. 

8. The Debtors unaudited consolidated financial statements for the three and six months ending 

June 30, 2017 are attached hereto as Exhibit “C”. 

LOAN INDEBTEDNESS 

9. On or about January 12, 2017, ACMO and the Debtors entered into a Senior Secured Loan 

Agreement, which contemplated a US$7.5 million senior secured loan by ACMO to the Debtors, 

intended, among other things, to finance the completion by the Debtors of a mining facility in the PR 

Spring Project Area.  In June of 2017, ACMO and the Debtors entered into a First Amending 

Agreement with respect to the Senior Secured Loan Agreement, which contemplated an increase in 

the senior secured loan of ACMO of up to an additional $5 million, part of which was contingent on the 

Debtors’ achievement of certain production benchmarks from their producing assets in Utah. 
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10. Attached hereto, and marked collectively as Exhibit “D” are true copies of the  Senior 

Secured Loan Agreement dated January 12, 2017 and the First Amending Agreement dated June 

30
th
, 2017 (collectively, the Loan Agreements). 

11. In accordance with the Loan Agreements, and between January 12, 2017 and the date of this 

Affidavit, ACMO advanced at least US$10 million to the Debtors, in two tranches: an initial tranche of 

US$7.5 million, advanced in respect of the January 12, 2017 Senior Secured Loan Agreement, and an 

additional US$2.5 million, advanced under the terms of the First Amending Agreement dated June 30, 

2017. 

12. As at the date of this Affidavit, the indebtedness of the Debtors to ACMO thus exceeds 

US$10,000,000, plus interest accruing on those amounts, and fees and costs (including legal costs) 

pursuant to the terms of the Loan Agreements (the Indebtedness). 

13. Under the Loan Agreements, USOS is the borrower, and its obligations are guaranteed by 

USOS(Utah). 

14. On the occurrence of certain events of default, it is an express term of the Loan Agreements 

that the Indebtedness will immediately become due and payable without declaration, notice, or 

demand by ACMO: among other things, the Indebtedness will become due and payable without 

declaration notice or demand if the Debtors, or either of them, cease to be solvent, or admit to a 

present or prospective inability to pay their debts as they become due. 

GRANTING OF SECURITY 

15. As security for the amounts advanced under the Loan Agreements, the Debtors provided 

various security to ACMO, which security includes: 

(a) General Security Agreement executed by USOS in favour of ACMO, a true copy of 

which is attached hereto and marked as Exhibit “E”; 

(b) Stock Pledge Agreement between USUS and ACMO in respect of the shares of 

USOS in USOS(Utah), a true copy of which is attached hereto and marked as Exhibit 

“F”; 

(c) All Personal Property Assets Security Agreement between USOS(Utah) and ACMO in 

respect of the former’s guarantee of the obligations of USOS, a true copy of which is 

attached hereto and marked as Exhibit “G”; and 
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(d) Leasehold Deeds of Trust and Security Agreements, Financing Statements, and 

Assignments of Production granted by USOS(Utah) in respect of Uintah County and 

Grand County in Utah respectively, true copies of which are attached hereto and 

marked collectively as Exhibit “H”. 

(collectively, the Security) 

16. In addition, USOS(Utah) executed a Confirmation of Guarantee and Security, a true copy of 

which is attached hereto as Exhibit “I”. 

17. Alberta PPR searches for each of the Debtors conducted September 13, 2017, are collectively 

attached hereto as Exhibit “J”. 

DEFAULT UNDER THE LOAN AGREEMENTS AND SECURITY 

18. Based on my involvement with this matter, my knowledge of the business of the Debtors, and 

my review of the records of ACMO in respect of this matter, I believe that the Debtors are now 

insolvent within the meaning of the default provisions of the Loan Agreements, in that the Debtors 

cannot pay their debts generally as they come due, and the fair value of the business and assets of 

the Debtors is less than the amount required to pay their liabilities on a consolidated basis. 

19. In particular, I am informed that the Debtors currently have negative cash flow, and that their 

cash on hand is depleting rapidly. 

20. The capital work contemplated in the Loan Agreements has not resulted in the oil sands 

assets of the Debtors becoming commercially viable.  The Debtors have failed to meet the 

benchmarks set forth in the First Amending Agreement, with the result that the final $2.5 million of 

financing that is contemplated therein was not advanced in 2017 as planned. 

21. ACMO has attempted to work with the Debtors to resolve the issues between them, and 

recently the Debtors gave serious consideration to filing for protection from their creditors under the 

provisions of the Companies’ Creditors Arrangement Act, RSC 1985, c. C-36 (the CCAA). 

22. However, on or about September 12, 2017, each of the members of the Board of Directors of 

USOS resigned.  The Debtors have not taken steps to restructure under the CCAA, and given the lack 

of leadership, the cash position of the Debtors, and the diminishing prospects of the Debtors’ 

producing assets, I do verily believe that ACMO’s Security is at risk. 

23. Further, it is important to protect and preserve the Debtors’ records and intellectual property 

and to protect and preserve the Debtors’ hard assets, including the Debtors’ mine facility in Utah. 
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