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INTRODUCTION

1 . On September 14, 2017 (the "Date of Appointment"), FTI Consulting Canada

Inc. was appointed as receiver and manager (the "Receiver") of all of the assets,

undertakings and properties (the "Assets") of US Oil Sands Inc. and US Oil Sands

(Utah) Inc. (collectively, "US Oil Sands" or the "Company") pursuant to an

Order of the Honourable Mr. Justice J.T. Eamon (the "Receivership Order").

The Receivership Order authorized the Receiver, among other things, to manage,

operate and carry on the business of the Company, to market any or all of the

Assets including advertising and soliciting afters to purchase the Assets, and to

make such arrangements or agreements as deemed necessary by the Receiver.

3. The Receiver's reports and other publicly available information in respect of these

proceedings (the "Receivership Proceedings") are posted on the Receiver's

website at http://cfcanada.fticonsulting.com/usoilsands (the "Receiver's

Website").

4. The purpose of this report ("First Report") is to inform the Court of the following:

(a) the activities of the Receiver since the Date of Appointment;

(b) the Receiver's comments and recommendations on the process to utilize the

services of its affiliate to market and solicit offers to purchase the

Company's operations or its Assets;

(c)
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the Receiver's comments and recommendations with respect to a proposed

sale solicitation process (the "Sale Process"). The procedures for the Sales

Process ("Sale Process Procedures") provide details outlining timelines

and participation requirements for interested parties to participate in the

Sales Process and are attached as Appendix A; and



(d) the Receiver's comments and recommendations with respect to an asset

purchase and sale agreement between USO (UTAH) LLC ("USO Utah")

as purchaser and the Receiver as seller, dated January 22, 2018 ("Stalking

Horse APA"). The Stalking Horse APA is proposed to stand as a stalking

horse bid within the Sales Process. The Stalking 1-lorse APA will be attached

to a supplemental report.

5. All capitalized terms that are used but not defined herein are intended to bear their

meanings as defined in the Receivership Order, the Stalking Horse APA or the

Sale Process.

6. The Receiver is requesting the following relief from this Honourable Court:

(a) approval of the activities of the Receiver since the Date of Appointment;

(b) approval of the engagement of the Receiver's affiliate, FTI Capital Advisors

ULC ("FTICA") in executing the Sales Process;

(c) approval of the proposed Sales Process and Sales Process Procedures;

(d) approval of the Stalking Horse APA; and

(e) increase to the Receiver's borrowing powers.

TERMS OF REFERENCE

7. In preparing this First Report, the Receiver has relied upon unaudited financial

information, other information available to the Receiver and, where appropriate,

the Company's books and records and discussions with various parties

(collectively, the "Information").

8. Except as described in this First Report:
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(a) the Receiver has not audited, reviewed or otherwise attempted to verify the

accuracy or completeness of the Information in a manner that would comply

with Generally Accepted Assurance Standards pursuant to the Canadian

Institute of Chartered Accountants Handbook; and

(b) the Receiver has not examined or reviewed financial forecasts and

projections referred to in this First Report in a manner that would comply

with the procedures described in the Canadian institute of Chartered

Accountants Handbook.

9. Future oriented financial information reported or relied on in preparing this First.

Report is based on assumptions regarding future events. Actual results may vary

from forecasts and such variations may be material.

1 0. The Receiver has prepared this First Report in connection with the Receiver's

Application dated February 16, 2018. This First Report should not be relied on

for other purposes.

1 1. Information and advice described in this First Report that has been provided to the

Receiver by its legal counsel, Bennett Jones LLP (the "Receiver's Counsel"), was

provided to assist the Receiver in considering its course of action, is not intended

as legal or other advice to, and may not be relied upon by, any other person.

12. -Unless otherwise stated, all monetary amounts contained herein are expressed in

United States Dollars.

  F T l '" 4hmi CONSULTING



CURRENT STATUS OF THE RECEIVERSHIP PROCEEDINGS

Background

13. US Oil Sands Inc. is a public corporation incorporated under the laws of the

Province of Alberta with its registered office in Calgary, Alberta. US Oil Sands

(Utah) Inc. is a wholly owned subsidiary of US Oil Sands Inc. with an office in

Vernal, Utah and an oil sands mining and processing facility located in Utah

approximately 85 miles from Vernal. The oil sands extraction facility and bitumen

leases as further described below are held in US Oils Sands (Utah) Inc.

14. The shares of US Oil Sands were previously listed for trading on the Toronto Stock

Exchange Venture Exchange (the "TSX-V") under the symbol "USO".

15. The Company's operations and Assets comprise the following:

(a) An oil sands extraction mine facility (the "PR Springs Mine") and

associated bitumen leases located in the Uinta Basin in Utah. The extraction

methods utilized are environmentally friendly and include patented

processes;

(b) office locations in:

(i) Calgary, Alberta — which comprises the Company's head office and

houses the Company's Management (as defined below);

(ii) Grand Prairie, Alberta - which houses a demonstration facility; and

(iii) Vernal, Utah - which houses administrative staff related to the PR

Springs Mine ("Vernal Office"); and

(c) one granted, four filed and one provisional patent.

E F T I 5
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16. At the Date of Appointment, the PR Springs Mine was well advanced in the final

development/testing phase but not fully operational. The PR Springs Mine

employed 19 employees ("US Employees") at the Date of Appointment. All but

one of the US Employees have been terminated as discussed in further detail

below.

17. Before the Date of Appointment, the Company experienced various operational

setbacks in its attempts to reach first oil and was unsuccessful in completing

further cash raises to fund the continued build of the PR Springs Mine, which

resulted in certain events of default under its loan agreement with its senior secured

lender ACMO S.A R.L. ("ACMO").

18. As at June 30, 2017, US Oil Sands' unaudited consolidated financial statements

indicated the following (amounts in Canadian dollars):

(a) book value of Assets of $80.0 million;

(b) liabilities of $20.6 million including the following amounts:

(i) accounts payable and accrued liabilities of $6.2 million; and

(ii) Senior secured indebtedness owing to ACMO of $12.9 million (the

"ACMO Debt").

19. According to information provided by ACMO, as of September 14, 2017, the total

indebtedness owing to ACMO is approximately $10.0 million ($12 9 million

CAD) with interest accruing thereafter and all legal and other costs and expenses

incurred by ACMO.

E CONSULTING
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20. On September 13, 2017, ACMO issued a demand for payment and a notice of

intention to enforce security pursuant to section 244(1) of the Bankruptcy and

Insolvency Act, RS C 1985, c B-3 ("BIA") as described in the Affidavit of Stephen

Lehner sworn September 14, 2017.

Custody and Control

21. On the Date of Appointment, the Receiver attended the Company's leased premises

at 1600, 521 — 3rd Avenue SW, Calgary, Alberta to meet with its management,

employees and consultants to advise of the Receivership Order and to take

possession of the Company's Assets in accordance with the terms of the

Receivership Order. The Receiver indicated its intent to facilitate an orderly sale

of the operations or the Assets to maximize the return for all of the Company's

stakeholders.

22. Shortly following the Date of Appointment, the Receiver traveled to Vernal, Utah

to meet with the Company's Utah employees to advise them that the Receivership

Order had been granted and to take possession of the PR Springs Mine and Vernal

Office.

23. The Receiver, with the assistance of the Company's executive team and

management (collectively, "Management"), prepared a cash flow statement to

determine the immediate liquidity needs of the Company. In connection with the

foregoing the Receiver determined the Company had sufficient liquidity with the

ability to draw on the Receiver's Certificates (authorized up to $1.0 million) to fund

the Receivership Proceedings to the end of March 2018. However, given the

Company does not have any revenue or incoming cash flow additional funding may

be required to allow the Receiver to complete the Sales Process outlined below.

Accordingly, the Receiver is requesting this Court's approval to increase its

borrowing powers by $500,000 up to $1.5 million.

E CONSULTING
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24. On or around the Date of Appointment, the Receiver also completed the following

administrative tasks:

(a) prepared the notice and statement of the receiver as required under section

245 and 246 of the BIA, mailed the notice to all known creditors, and posted

all relevant documents to the Receiver's Website;

(b) investigated the status of and extended the Company's insurance coverage;

(c) contacted the Company's landlord to facilitate discussions surrounding the

Company's occupied leased office premises; and

(d) communicated with numerous creditors and stakeholders regarding the

Receivership Proceedings.

Employees

25. On the Date of Appointment, the Company had 29 employees (the "Employees"),

9 located in Calgary, one located in Grand Prairie, Alberta (collectively, the

"Canadian Employees") and 19 located in Utah (the "US Employees").

26. After conducting meetings with all of the Canadian Employees and reviewing the

staffing requirements for the Receivership Proceedings, the Receiver terminated 4

of the Canadian Employees, including the Company's Chief Executive Officer and

its President and Chief Financial Officer.

27. The Receiver determined the remaining Canadian Employees (the "Remaining

Canadian Employees") would be necessary to prepare information for and execute

the Sales Process due to their previous knowledge and interaction with potentially

interested parties and experience and familiarity with the Assets.

28. The Receiver determined that initially all the US Employees would be necessary to

assist in executing a hibernation plan for the PR Springs Mine per discussion below.

E CONSULTING
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Operations in Utah

29. At the Date of Appointment, the PR Springs Mine was well advanced in the

development/testing phase however was not fully operational.

30. The Receiver, with the assistance of Management, reviewed the status of the PR

Springs Mine and based on the current non-producing status of the PR Springs Mine

and the significant cash flow requirements associated with continued operations,

the Receiver implemented a hibernation plan (the "Hibernation Plan") to shut-in

the PR Springs Mine and cease the Company's Utah operations for the remainder

of the Receivership Proceedings.

31. At the date of this Report, the Hibernation Plan has been completed and the PR

Springs Mine is in a dormant state: Upon completion of the Hibernation Plan the

Receiver terminated all but one US Employee. The remaining one US Employee

("Remaining US Employee") periodically visits and maintains the integrity of the

PR Springs Mine.

32. The Receiver has retained the services of the Remaining Canadian Employees and

Remaining US Employee whose services were deemed necessary to assist the

Receiver through the Receivership Proceedings. The Remaining Canadian

Employees were retained on terms and conditions substantially the same as prior to

the Date of Appointment, while the Remaining US Employee was retained on a

reduced salary basis (collectively, the "Retained Employees").

U.S. Chapter 15 Proceedings

33. On November 16, 2017, the Receiver obtained an Order in respect of US Oil Sands,

granting the Receiver's Petition for Recognition as a Foreign Main Proceeding and

recognizing the Receiver as the Foreign Representative in the United States

Bankruptcy Court, District of Utah, Central Division (the "US Court") in Case Nos.

17-29716 and 17-29717.

F T I
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Statutory Compliance

34. On September 14, 2017, the Receiver established the Receiver's Website, where it

has posted all filed pleadings and materials and will continue to post periodic

updates on the progress of the Receivership Proceedings, materials filed in

connection with the Receivership Proceedings and other relevant information for

the Company's stakeholders.

35. The Receiver has notified Canada Revenue Agency ("CRA") of the Receiver's

appointment and to establish new remittance accounts for the goods and sales

services tax and employee-related obligations arising subsequent to the Date of

Appointment.

36. On September 22, 2017, the Receiver mailed the notice and statement of receiver

in accordance with subsection 245(1) and 246(1) of the BIA to the Superintendent

of Bankruptcy and to all known creditors of the Company.

Insurance

37. On September 18, 2017, Management advised the Receiver that the Company has

existing insurance policies which expire on October 1, 2017 ("Property Policy")

and October 15, 2017 ("Additional Policies"). The Receiver contacted US Oil

Sands insurance provider, Iridium Risk Services Inc., and was advised that the

policies are in good standing until the expiry dates.

38. The Receiver has extended both the Company's Property Policy and Additional

Policies until March 31, 2018 and has made payment for the policy extensions. The

Receiver also requested to be identified as the loss payee under US Oil Sands'

insurance policies.

E CONSULTING
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SUMMARY OF RECEIPTS AND DISBURSEMENT

39. Receipts and Disbursements from the Date of Appointment to January 26, 2018 are

summarized as follows:

Schedule of Receipts and Disbursements
As of January 26, 2018 moo's uso

Receipts

I nitial Cash on Hand 715,636

Receiver's Borrowings 600,000

Other Receipts 45,279

Net Bank Interest/ (Charges) 477

Total - Receipts 1,361,393

Disbursements

Employee Costs 364,660

Operating Expenses 160,718

Rent and Utilities 100,353

I nsurance 94,656

Net Taxes 15,938

Patent Expenses 14,466

Outside Consulting 6,405

Property Taxes 4,013

Legal Fees 142,083

Receiver's Fees 176,561

FX Gain/ (Loss) (8,524)

Total - Disbursements 1,071,328

Net Cash on Hand 290,065

(a) Initial cash on hand — represents the Company's cash on hand on the Date

of Appointment;

(b) Receiver's Borrowings — amounts borrowed to date under terms of the

Receivership Order;

(c) Other Receipts — miscellaneous credits on account returned by vendors;

E F T I 11
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(d) Net Bank Interest (Charges) — interest accrued and fees charged on amounts

held in estate bank accounts;

(e) Employee Costs — amounts disbursed by the Receiver relating to payroll

and employee deductions and consultants;

(g)

Operating Expenses — amounts disbursed in respect of the Company's

operations in Grand Prairie and Utah;

Rent and Utilities — amounts disbursed relating to occupation rent and

operational site utilities;

(h) Insurance — insurance costs including operator's insurance and general

liability;

Net Taxes — net GST amounts paid and received through operational

transactions;

(j) Patent Expenses — amounts paid with respect of the Company's patent

filings and renewals;

(k) Outside Consulting — amounts paid to outside consultants for services

provided. This includes amounts paid to former CEO Ken Moen;

(1) Property Taxes — yearly tax amounts paid with respect to the Company's oil

and gas properties in Utah;

(m) Legal Fees — Receiver's Canadian and US Counsel's fees and

disbursements in respect of the Receivership Proceedings

(n) Receiver's Fees — Receiver's fees and disbursements in respect of the

Receivership Proceedings; and

12



(o) FX Gain/ (Loss) — change in cash due to changes in USD and CAD

exchange rate.

40. Cash on Hand — at January 29, 2018, the Receiver currently holds $290,065 in

funds.

PROPOSED SALE SOLICITATION PROCESS

Background of Sales Process

41. The Receiver has determined that the best way to maximize the value of the Assets

was to engage in a broad sales process. To assist in formulating and executing the

Sale Process, the Receiver intends to utilize the services of its affiliate, FTICA, as

well as the Retained Employees.

42. Shortly after the Date of Appointment, the Receiver has been working with

management of the Company to prepare a teaser, a confidential information

memorandum and populate a virtual data room in preparation for a sales process.

E CONSULTING
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43. Appendix A contains the details for Sale Process Procedures that set out the

timelines and parameters pursuant to which FTICA, on behalf of, and in

consultation with the Receiver, will market and solicit offers to purchase the Assets.

The Sale Process was developed in consultation with the Receiver, FTICA, and the

Receiver's Counsel. During the formulation of the Sale Process, the Company's

senior secured lender, ACMO, expressed interested in bidding a portion of their

debt as a stalking horse bid. After discussions and negotiations with ACMO, the

Receiver entered into the Stalking Horse APA (subject to Court approval). The

purchaser in the Stalking Horse APA, USO Utah, is an affiliate of ACMO. In the

Receiver's view, the Stalking Horse APA is appropriate and will assist in

maximizing value to the estate as it sets a floor price for the Assets which will

provide clarity to bidders on the minimum value and provides assurance the

government regulators, lease holders and employees that there will be a purchaser

for the Assets.

Stalking Horse APA

44. ACMO has assigned the ACMO Debt to USO Utah. The assigned ACMO Debt

becomes the basis of the purchase price as described below.

45. The following summarizes the major terms of the Stalking Horse APA.

Purchase Price

46. The purchase price for the Assets includes:

E CONSULTING
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(a) a non-cash credit bid in the amount $9 0 million ("Credit Bid") which

represents a portion of the ACMO Debt being satisfied in the exchange for

the acquisition of the Assets on behalf of USO Utah; and

(b) a payment in cash ("Cash Payment") necessary to pay the cost to wind

down the Receivership Proceedings and the Chapter 15 Proceedings and to

pay the Receivership and Other Priority Charges.
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47. The Credit Bid and the Cash payment together make up the total purchase price

("Purchase Price"). The Purchase Price excludes all transfer and Ad Valorem

Property taxes. No deposit is required in connection with the Stalking Horse APA.

Conditions 

48. The major conditions include:

(a) approval by the Alberta Court and the US Court;

(b) Certain material permits listed in the Stalking Horse APA must be pre-

approved by Government Authorities to be assigned to USO Utah;

(c) Certain Bitumen Leases listed in the Stalking Horse APA must be pre-

approved by Government Authorities to be assigned to USO Utah;

(d) The Water Rights Quit Claim Deed and Assignment shall have been

completed, signed and notarized by USO Utah and the Receiver; and

(e) A Large Mine Reclamation Contract shall have been signed and completed

by the USO Utah.

49. The Receiver is of the view that the major conditions listed above are reasonable

and appropriate in the circumstances and are likely to be satisfied to allow for a

closing of the purchase and sale. The Receiver understands that USO Utah will

work to clear these conditions by the Final Bid Deadline, as defined below.

F T 
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Security Review

50. Given the Stalking Horse APA contemplates bidding a portion of the ACMO Debt

as satisfaction of the Purchase Price the Receiver instructed its Canadian counsel

Bennett Jones LLP and its United States counsel, Parsons Behle & Latimer LLP

("PBL") to review the security agreements giving rise to the ACMO Debt in order

to determine the validity and enforceability as against US Oil Sands (Utah) Inc.'s

personal and real property ("Pre-Filing Security").

51. Bennett Jones LLP and PBL have opined that the Pre-Filing Security is valid and

enforceable, subject to customary assumptions and qualifications.

Overview of Sales Process

52. Generally, the Sale Process contemplates 7 weeks from formal launch to binding

bids and an additional one week to coordinate and complete an auction if necessary,

for an overall 8-week process. The following summarizes the proposed timeline for

the major steps contemplated in the Sales Process:
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(a) February 19, 2018 — Formally launch sales process, targeted phone calls, e-

mail blast, post teaser, open virtual data room;

(b) February 19, 2018 to April 6, 2018 — work with interested parties towards

submitting bids, complete management presentations, field questions from

interested parties;

(c) April 6, 2018 — bid deadline for binding proposals. A template asset

purchase and sale agreement will be provided to all bidders in the data room;

(d) April 13, 2018 — auction to be held (if necessary); and

(e) seek Court approval and close transaction thereafter.
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53. The Receiver believes that the proposed Sale Process timeline is sufficient to fully

market the Assets of US Oil Sands for the purposes of a sale and is consistent with

other sales processes implemented in insolvency proceedings in Canada in the U.S.

Marketing and Advertising

54. The Sale Process contemplates that as soon as reasonably practicable after

obtaining Court approval FTICA shall formally launch the Sale Process by:

(a) posting marketing materials on the Receiver's and FTICA' s websites;

(b) distributing a teaser by way of e-mail blast to FTICA' s data base of potential

interested parties;

(c) posting advertisements in the Daily Oil Bulletin, The Globe and Mail

(National Edition) and the Salt Lake Tribune;

(d) initiating targeted phone calls;

(e) issuing a press release; and

(1) establishing a confidential virtual data room ("VDR") describing the

opportunity that will be made available by FTICA to prospective purchasers

that have executed a non-disclosure agreement with the Receiver. The VDR

will be available by February 19, 2018.

Participation Requirements

55. In order to participate in the Sale Process, each potential bidder must deliver to

FTICA an executed non-disclosure agreement in form and substance satisfactory

to the Receiver and FTICA, at which time the potential bidder shall be deemed a

qualified bidder ("Qualified Bidder").

E CONSULTING
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56. FTICA shall provide any person deemed to be a Qualified Bidder with access to

the VDR.

Qualified Bids

57. A Qualified Bidder wishing to submit a bid, will deliver written copies of a final,

binding proposal (the "Final Bid") in the form of a duly executed purchase and sale

agreement to FTICA by no later than 12:00 p.m. (Mountain Standard Time) on

April 6, 2018 (the "Final Bid Deadline");

58. A Final Bid will be considered a Qualified Bid only if it is submitted by a Qualified

Bidder and the Final Bid complies with, among other things, the following (a

"Qualified Bid"):

F T I
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(a) it contains:

(i) a duly executed purchase and sale agreement; and

(ii) a blackline of the executed purchase and sale agreement to the

Stalking Horse APA;

(b) it includes a letter stating that the Final Bid is irrevocable until there is a

Selected Superior Offer (as defined below), provided that if such Qualified

Bidder is selected as the Successful Bidder, its Final Bid shall remain an

irrevocable offer until the earlier of (i) the completion of the sale to the

Successful Bidder and (ii) the outside date stipulated in the Successful Bid;

(c) it provides written evidence of a firm, irrevocable financial commitment for

all required funding or financing;

(d) it does not include any request for or entitlement to any break fee, expense

reimbursement or similar type of payment;

18



(e)

(f)

it is accompanied by a refundable deposit (the "Deposit") in the form of a

wire transfer (to a bank account specified by the Receiver and FTICA), or

such other form of payment acceptable to the Receiver, payable to the order

of the Receiver, in trust, in an amount equal to 10% of the total

consideration in the Qualified Bid to be held and dealt with in accordance

with these Sale Process Procedures;

the aggregate cash consideration required in a superior offer ("Superior

Offer"), as calculated and determined by the Receiver and FTICA in their

sole discretion, to be paid by the Qualified Bidder under the Qualified Bid

must exceed the aggregate of the Purchase Price under the Stalking Horse

APA and one minimum incremental overbid of $250,000 ("Minimum

Incremental Overbid");

(g) it is not conditional upon:

(i) the outcome of unperformed due diligence by the Qualified Bidder,

and/or

(ii) obtaining financing;

(h) it contains evidence of authorization and approval from the Qualified

Bidder's board of directors (or comparable governing body); and

(i) it is received by the Final Bid Deadline.

59. The Receiver, in consultation with FTICA, may, following the receipt of any Final

Bid, seek clarification with respect to any of the terms or conditions of such Final

Bid and/or request and negotiate one or more amendments to such Final Bid.

E CONSULTING
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No Qualified Bids

60. If none of the Final Bids received by the Receiver and FTICA constitute a Superior

Offer, the Receiver shall promptly apply to the Alberta Court for an order approving

the Stalking Horse APA and vesting title to the Assets in the name of USO Utah,

pursuant to the Stalking Horse APA and to the US Court for an Order recognizing

such Alberta Court Order.

If a Superior Offer is Received

61. If the Receiver and FTICA determine in their reasonable discretion that one or more

of the Qualified Bids constitutes a Superior Offer, the Receiver and FTICA shall

provide the parties making the Superior Offers and USO Utah an opportunity to

make further bids through the auction process set out below (the "Auction").

Auction

62. If the Auction is to be held, the Receiver will conduct an Auction commencing at

10:00 am (Mountain Standard Time) on April 13, 2018 at the offices of the

Receiver's Counsel, Bennett Jones LLP, Suite 4500 Bankers Hall Est, 855 — 2nd

Street SW Calgary, Alberta, or such other location as shall be timely communicated

to all entities entitled to attend at the Auction.

63. The Auction will include the following procedures:
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(a) Each party that submitted a Superior Offer and USO Utah will receive a

copy of the Qualified Bid(s) by 5:00 pm (Mountain Standard Time) on April

9, 2018 and the highest or otherwise best Qualified Bid(s) will be used as

the starting bid (the "Starting Bid");

(b) each party that submitted a Superior Offer and USO Utah must inform the

Receiver whether it intends to participate in the Auction by 12:00 pm

(Mountain Standard Time) on April 11, 2018. Those parties intending to

participate are hereinafter referred to as "Auction Bidders";
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(c) the Receiver, FTICA, Auction bidders, and such other persons permitted by

the Receiver are the only parties able to attend the Auction;

(d) the Receiver shall arrange to have a court reporter attend the Auction;

(e) each incremental bid shall provide additional cash value of at least

$250,000; and

(f) at the end of the Auction the Receiver shall select the highest bid (the

"Winning Bid").

64. Once a definitive agreement has been negotiated and settled in respect of the

Winning Bid as selected by the Receiver and FTICA (the "Selected Superior

Offer") in accordance with the provisions hereof, the Selected Superior Offer shall

be the "Successful Bid" hereunder and the person(s) who made the Selected

Superior Offer shall be the "Successful Bidder".

Alberta Court Approval Motion and US Court Recognition Motion

65. The Receiver shall apply to Alberta Court (the "Approval Motion") for an order

(the "Sale Approval and Vesting Order") approving the Successful Bid and

authorizing the Receiver to enter into any and all necessary agreements with respect

to the Successful Bidder.

66. The Approval Motion will be held on a date to be scheduled by the Alberta Court

upon application by the Receiver.

67. The Receiver shall forthwith apply to the US Court for an Order recognizing the

Sale Approval and Vesting Order.

E CONSULTING
F T I 21



RECOMMENDATIONS

68. The Receiver respectfully requests that this Honourable Court grant the following

relief:

(a) approving the Receiver's actions, conduct and activities since the Date of

Appointment including the schedule of receipts and disbursements;

(b) approving the engagement of FTICA in executing the Sales Process;

(c) approving the proposed Sales Process and Sales Process Procedures;

(d) approving the Stalking Horse APA; and

(e) approval to increase the Receiver's Borrowing powers by $500,000.

All of which is respectfully submitted this 1st day of February 2018.

FTI Consulting Canada Inc.,
in its capacity as receiver and manager
of the assets, undertakings and properties of
US Oil Sands Inc. and US Oil Sands (Utah) Inc.

peryck H lkaa
enior M aging Director, CA, CPA, CIRP

Managing Director, CA, CPA
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Sales Solicitation Process
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Sales Solicitation Process

1. On September 14, 2017, the Alberta Court of Queen's Bench (the "Alberta Court") made

an order (the "Receivership Order") appointing FTI Consulting Canada Inc. ("FTI") as Receiver

and Manager (the "Receiver") of the property, assets and undertakings of US Oil Sands Inc. and

US Oil Sands (Utah) Inc. (collectively "US Oil Sands"). On November 16, 2017, the Receiver

obtained an Order in respect of US Oil Sands, granting the Receiver's Petition for Recognition as

a Foreign Main Proceeding and recognizing the Receiver as the Foreign Representative in the

United States Bankruptcy Court, District of Utah, Central Division (the "US Court") in Case Nos.

17-29716 and 17-29717.

2. The Receiver is requesting the Alberta Court's approval of the sale solicitation process (the

"Sales Process") set forth herein at a court application scheduled on February 16, 2018. The

Receiver will apply for an Order of the US Court recognizing the Alberta Court's Order approving

this sales process procedure at an application in the US Court.

3. Set forth below are the procedures (the "Sales Process Procedure") to be followed with

respect to the Sale Process to be undertaken to seek a Successful Bid, and if there is a Successful

Bid, to complete the transactions contemplated by the Successful Bid. The Receiver intends to

utilize the services of its affiliate, FTI Capital Advisors — Canada ULC ("FTICA") in executing

on the Sale Process. FTICA is the Special Situations investment banking business of FTI.

Defined Terms

4. All capitalized terms used but not otherwise defined herein shall have the meanings given

to them in the Receivership Order. In addition, in these Sale Process Procedures:

"ACMO" means ACMO S.A.R.L.;

"ACMO Debt" means all secured debt of US Oil Sands owing to ACMO, including without
limitation, all principal, interest, cost and expenses related thereto;

"Business" means Business as defined in the Stalking Horse APA;

"Business Day" means a day, other than a Saturday or Sunday, on which banks are open for
business in the City of Calgary;

"Courts" means the Alberta Court and the US Court;
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"Purchaser" means USO (Utah) Ltd., or its nominee or assignee;

"Purchased Assets" means the Purchased Assets as defined in the Stalking Horse APA;

"Receivership and Other Priority Charges" means the charges created by the Receivership
Order and any other Encumbrances that rank in priority to the security securing the ACMO Debt,
as defined in the Stalking Horse APA;

"Receivership Obligations" means the indebtedness, liabilities and obligations secured by the
Receivership Charges;

"Stalking Horse APA" means the Asset Purchase and Sale Agreement between the Receiver and
the Purchaser, dated January 22, 2017;

"Superior Offer" means a credible, reasonably certain and financially viable third party offer for
the acquisition of the Purchased Assets, the terms of which offer are no less favourable and no
more burdensome or conditional than the terms contained in the Stalking Horse APA, and which
at a minimum includes a payment in cash of the Purchase Price under Stalking Horse APA, plus
one Minimum Incremental Overbid as at the closing of such transaction;

Stalking Horse APA

5. The Receiver has entered into the Stalking Horse APA with the Purchaser, pursuant to

which, if there is no Successful Bid (as defined below) from a party other than the Purchaser, the

Purchaser will acquire the Purchased Assets. ACMO has assigned ACMO Debt to the Purchaser.

6. The Stalking Horse APA is attached hereto as Schedule "A".

Sales Process Procedure

7. The Sales Process Procedure set forth herein describes, among other things, the Purchased

Assets available for sale, the manner in which prospective bidders may gain access to or continue

to have access to due diligence materials concerning the Purchased Assets and the Business, the

manner in which bidders and bids become Qualified Bidders and Qualified Bids (each as defined

below), respectively, the receipt and negotiation of bids received, the ultimate selection of a

Successful Bidder (as defined below) and the Courts' approval and recognition thereof. The

Receiver, with the assistance of FTICA, shall administer the Sales Process Procedure. In the event

that there is disagreement as to the interpretation or application of this Sales Process Procedure,

the Alberta Court will have jurisdiction to hear and resolve such dispute.
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8. The Receiver and FTICA will use their reasonable efforts to complete the Sales Process

Procedure in accordance with the timelines as set out herein. The Receiver shall be permitted to

make such adjustments to the timeline that it determines are reasonably necessary.

Purchase Opportunity

9. A non-confidential teaser letter prepared by FTICA (the "Teaser") describing the

opportunity to acquire the Purchased Assets will be made available by the Receiver and FTICA to

prospective purchasers and will be posted on the Receiver's website as soon as practicable

following the issuance of the Alberta Courts approval of the Sales Process.

10. A Confidential Information Memorandum describing the opportunity to acquire the

Purchased Assets will be made available by the Receiver and FTICA to prospective purchasers

that have executed a non-disclosure agreement with the Receiver, in a form satisfactory to the

Receiver and FTICA.

11. The Receiver and FTICA will also populate an electronic data room with detailed

information regarding the Business and the Purchased Assets including, but not limited to, listings,

photographs, financial information, technical specifications and other information required for

prospective purchasers to perform due diligence on the Purchased Assets and the Business.

"As Is, Where Is"

12. The sale of the Purchased Assets will be on an "as is, where is" basis and without surviving

representations, warranties, covenants or indemnities of any kind, nature, or description by the

Receiver or FTICA or any of their agents, except to the extent set forth in the relevant final sale

agreement with a Successful Bidder. The representations, warranties, covenants or indemnities

shall not be materially more favourable than those set out in the Stalking Horse APA except to the

extent additional tangible monetary value of an equivalent amount is provided by a Successful

Bidder other than the Purchaser for such representations, warranties, covenants or indemnities.

Free of Any and All Claims and Interests

13. In the event of a sale, all of the rights, title and interests of the US Oil Sands in and to the

Purchased Assets to be acquired will be sold free and clear of all pledges, liens, security interests,
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encumbrances, claims, charges, options and interests thereon and there against (collectively the

"Claims and Interests"), other than the Stubbs Claims (as defined in the Stalking Horse APA),

such Claims and Interests to attach to the net proceeds of the sale of such Purchased. Assets

(without prejudice to any claims or causes of action regarding the priority, validity or

enforceability thereof), pursuant to an approval and vesting order made by the Alberta Court and

recognized by the US Court, upon the application of the Receiver, except to the extent otherwise

set forth in the relevant sale agreement with a Successful Bidder. The vesting out of Claims and

Interests by a Successful Bidder other than the Purchaser shall not be materially more favourable

to the Successful Bidder than those set out in the Stalking Horse APA except to the extent

additional tangible monetary value of an equivalent amount is provided for the vesting out of such

Claims and Interests.

Publication of Notice and Teaser

14. As soon as reasonably practicable after the approval of this Sales Process by the Alberta

Court, the Receiver and FTICA shall cause a notice of the Sales Process contemplated by these

Sale Process Procedures, and such other relevant information which the Receiver and FTICA

consider appropriate, to be published in The Globe and Mail (National Edition), The Daily Oil

Bulletin and the Salt Lake Tribune. At the same time, the Receiver and FTICA shall issue a press

release setting out the notice and such other relevant information in form and substance satisfactory

to the Receiver and FTICA with Canada Newswire, designating dissemination in Canada and

major financial centers in the United States, and shall invite, pursuant to the Teaser, bids from

interested parties.

Participation Requirements

15. In order to participate in the Sale Process, each person interested in bidding on the

Purchased Assets (a "Potential Bidder") must deliver to FTICA at the address specified in

Schedule "B" hereto (the "Notice Schedule") (including by email transmission), and prior to the

distribution of any confidential information by the Receiver and FTICA to a Potential Bidder

(including the Confidential Information Memorandum), an executed non-disclosure agreement in

form and substance satisfactory to the Receiver and FTICA, which shall inure to the benefit of any

purchaser of the Purchased Assets.
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16. A Potential Bidder that has executed a non-disclosure agreement, as described above and

who the Receiver and FTICA in their sole discretion determine has a reasonable prospect of

completing a transaction contemplated herein, will be deemed a "Qualified Bidder" and will be

promptly notified of such classification by the Receiver and FTICA.

Due Diligence

17. The Receiver and FTICA shall provide any person deemed to be a Qualified Bidder with a

copy of the Confidential Information Memorandum and access to the electronic data room and the

Receiver and FTICA shall provide to Qualified Bidders further access to such reasonably required

due diligence materials and information relating to the Purchased Assets and the Business as the

Receiver and FTICA deem appropriate, including on-site presentations by the Receiver and FTICA

and access to further information in the electronic data room. The Receiver and FTICA make no

representation or warranty as to the information contained in the Confidential Information

Memorandum or the information to be provided through the due diligence process or otherwise,

regardless of whether such information is provided in written, oral or any other form, except to the

extent otherwise contemplated under any definitive sale agreement with a Successful Bidder

executed and delivered by the Receiver and approved by the Alberta Court and recognized by the

US Court.

Seeking Qualified Bids from Qualified Bidders

18. A Qualified Bidder that desires to make a bid for the Purchased Assets must deliver written

copies of a final, binding proposal (the "Final Bid") in the form of a fully executed purchase and

sale agreement to FTICA at the address specified in Schedule "C" hereto (including by email

transmission) so as to be received by it not later than 12:00 p.m. Calgary time on April 6, 2018

(the "Final Bid Deadline")

Qualified Bids

19. A Final Bid will be considered a Qualified Bid only if it is submitted by a Qualified Bidder

and the Final Bid complies with, among other things, the following (a "Qualified Bid"):

(a) it contains
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(i) a duly executed purchase and sale agreement; and

(ii) a blackline of the executed purchase and sale agreement to the Stalking

Horse APA;

(b) it includes a letter stating that the Final Bid is irrevocable until there is a Selected

Superior Offer (as defined below), provided that if such Qualified Bidder is selected

as the Successful Bidder, its Final Bid shall remain an irrevocable offer until the

earlier of (i) the completion of the sale to the Successful Bidder and (ii) the outside

date stipulated in the Successful Bid;

(c) it provides written evidence of a firm, irrevocable financial commitment for all

required funding or financing;

(d) it does not include any request for or entitleMent to any break fee, expense

reimbursement or similar type of payment;

(e) it is accompanied by a refundable deposit (the "Deposit") in the form of a wire

transfer (to a bank account specified by the Receiver and FTICA), or such other

form of payment acceptable to the Receiver, payable to the order of the Receiver,

in trust, in an amount equal to 10% of the total consideration in the Qualified Bid

to be held and dealt with in accordance with these Sale Process Procedures;

(f) the aggregate consideration, as calculated and determined by the Receiver and

FTICA in their sole discretion, to be paid in cash by the Qualified Bidder under the

Qualified Bid exceeds the aggregate of the Purchase Price under the Stalking Horse

APA and one Minimum Incremental Overbid, upon completion of the transaction

contemplated by the Stalking Horse APA;

(g) it is not conditional upon:

(i) the outcome of unperformed due diligence by the Qualified Bidder, and/or

(ii) obtaining financing;
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(h) it contains evidence of authorization and approval from the Qualified Bidder's

board of directors ( or comparable governing body);

(i) it is received by the Final Bid Deadline.

Stalking Horse APA 

20. No deposit is required in connection with the Stalking Horse APA.

21. The purchase price for the Purchased Assets identified in the Stalking Horse APA includes:

(i) a non-cash credit bid in the amount of USD $9,000,000, resulting in that portion of the ACMO

Debt being satisfied in exchange for the acquisition of the Purchased Assets on behalf of the

Purchaser; and (ii) a payment in cash in the amount necessary to pay the cost to wind down the

Receivership Proceedings and the Chapter 15 Proceedings and to pay the Receivership and Other

Priority Charges as at the Closing Date (all as defined in, and subject to the terms and conditions

of, the Stalking Horse APA), subject to the adjustments set forth in the Stalking Horse APA.

No Qualified Bids

22. If none of the Qualified Bids received by the Receiver and FTICA constitute a Superior

Offer, the Receiver shall promptly apply to the Alberta Court for an order approving the Stalking

Horse APA and vesting title to the Purchased Assets in the name of the Purchaser, pursuant to the

Stalking Horse APA and to the US Court for an Order recognizing such Order.

If a Superior Offer is Received

23. If the Receiver and FTICA determine in their reasonable discretion that one or more of the

Qualified Bids constitutes a Superior Offer, the Receiver and FTICA shall provide the parties

making Superior Offers and the Purchaser the opportunity to make further bids through the auction

process set out below (the "Auction").

Auction

24. If the Auction is to be held, the Receiver will conduct an Auction commencing at 10:00

a.m. (Calgary time) on April 13, 2018 at the offices of the Receiver's legal counsel, Bennett Jones
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LLP, Suite 4500 Bankers Hall East, 855 — 2"d Street SW, Calgary Alberta, or such other location

as shall be timely communicated to all entities entitled to attend at the Auction, which Auction

may be adjourned by the Receiver. The Auction shall run in accordance with the following

procedures:

(a) prior to 5:00 p.m. Calgary time on April 9, 2018, the Receiver will provide

unredacted copies of the• Qualified Bid(s) which the Receiver and FTICA believe

is (individually or in the aggregate) the highest or otherwise best Qualified Bid(s)

(the "Starting Bid") to the Purchaser and to all Qualified Bidders that have made

a Superior Offer;

(b) prior to 12:00 p.m. Calgary time on April 11, 2018, each Qualified Bidder that has

made a Superior Offer and the Purchaser, must inform the Receiver whether it

intends to participate in the Auction (the parties who so inform the Receiver that

they intend to participate are hereinafter referred to as the "Auction Bidders");

(c) prior to the Auction, the Receiver and FTICA shall develop a financial comparison

model (the "Comparison Model") which will be used to compare the Starting Bid

and all Subsequent Bids submitted during the Auction, if applicable;

(d) during the afternoon of April 12, 2018, the Receiver and FTICA shall make

themselves available to meet with each of the Auction Bidders to review the

procedures for the Auction, the mechanics of the Comparison Model, and the

manner by which Subsequent Bids shall be evaluated during the Auction;

(e) only representatives of the Auction Bidders, the Receiver, FTICA, and such other

persons as permitted by the Receiver (and the advisors to each of the foregoing

entities) are entitled to attend the Auction in person (and the Receiver shall have

the discretion to allow such persons to attend by teleconference);

(f) the Receiver shall arrange to have a court reporter attend at the Auction
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at the commencement of the Auction, each Auction Bidder shall be required to

confirm that it has not engaged in any collusion with any other Auction Bidder with

respect to the bidding or any sale or investment;

(h) only the Auction Bidders will be entitled to make any Subsequent Bids (as defined

below) at the Auction; provided, however, that in the event that any Qualified

Bidder elects not to attend and/or participate in the Auction, such Qualified Bidder's

Qualified Bid, shall nevertheless remain fully enforceable against such Qualified

Bidder if it is selected as the Winning Bid (as defined below);

(i) all Subsequent Bids presented during the Auction shall be made and received in

one room on an open basis. All Auction Bidders will be entitled to be present for

all Subsequent Bids at the Auction with the understanding that the true identify of

each Auction Bidder at the Auction will be fully disclosed to all other Auction

Bidders at the Auction and that all material terms of each Subsequent Bid will be

fully disclosed to all other Auction Bidders throughout the entire Auction;

(j) all Auction Bidders must have at least one individual representative with authority

to bind such Auction Bidder present in person at the Auction;

(k) the Receiver may employ and announce at the Auction additional procedural rules

that are reasonable under the circumstances (e.g., the amount of time allotted to

make Subsequent Bids, requirements to bid in each round, and the ability of

multiple Auction Bidders to combine to present a single bid) for conducting the

Auction, provided that such rules are (i) not inconsistent with these Sale Process

Procedures, general practice in insolvency proceedings, or the Receivership Order

and (ii) disclosed to each Auction Bidder at the Auction;

(1) bidding at the Auction will begin with the Starting Bid and continue, in one or more

rounds of bidding, so long as during each round at least one subsequent bid is

submitted by an Auction Bidder (a "Subsequent Bid") that the Receiver, utilizing

the Comparison Model, determines is (i) for the first round, a higher or otherwise

better offer than the Starting Bid, and (ii) for subsequent rounds, a higher or
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otherwise better offer than the Leading Bid (as defined below); in each case by at

least the Minimum Incremental Overbid (as defined below). Each bid at the Auction

shall provide cash (or a non-cash equivalent) value of at least USD $250,000 (the

"Minimum Incremental Overbid") over the Starting Bid or the Leading Bid, as

the case may be. After the first round of bidding and between each subsequent

round of bidding, the Receiver shall announce the bid (including the value and

material terms thereof) that it believes to be the highest or otherwise best offer (the

"Leading Bid"). A round of bidding will conclude after each Auction Bidder has

had the opportunity to submit a Subsequent Bid with full knowledge of the Leading

Bid;

to the extent not previously provided (which shall be determined by the Receiver),

an Auction Bidder submitting a Subsequent Bid must submit, at the Receiver's

discretion, as part of its Subsequent Bid, written evidence (in the form of financial

disclosure or credit-quality support information or enhancement reasonably

acceptable to the Receiver), demonstrating such Auction Bidder's ability to close

the transaction proposed by the Subsequent Bid. For greater certainty, if the

Purchaser submits a Subsequent Bid, this paragraph shall only apply to the

Purchaser if the cash portion of the Purchase Price in the Purchaser's Subsequent

Bid is in excess of the cash portion of the Purchase Price in the Stalking Horse

APA;

(n) the Receiver reserves the right, in its reasonable business judgment, to make one or

more adjournments in the Auction of not more than 24 hours each, to among other

things (i) facilitate discussions between the Receiver, FTICA and the Auction

Bidders; (ii) allow the individual Auction Bidders to consider how they wish to

proceed; (iii) consider and determine the current highest and best offer at any given

time in the Auction; and (iv) give Auction Bidders the opportunity to provide the

Receiver with such additional evidence as the Receiver, in its reasonable business

judgment, may require that that Auction Bidder (including, as may be applicable,

the Purchaser) has sufficient internal resources, or has received sufficient
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non-contingent debt and/or equity funding commitments, to consummate the

proposed transaction at the prevailing overbid amount;

(o) the Purchaser shall be permitted, in its sole discretion, to submit Subsequent Bids,

provided, however, that such Subsequent Bids are made in accordance with these

Sale Process Procedures;

(p)

(q)

if, in any round of bidding, no new Subsequent Bid is made, the Auction shall be

closed;

the Auction shall be closed within 5 Business Days of the start of the Auction unless

extended by the Receiver; and

(r) no bids (from Qualified Bidders or otherwise) shall be considered after the

conclusion of the Auction.

25. At the end of the Auction, the Receiver and FTICA shall select the winning bid (the

"Winning Bid"). Once a definitive agreement has been negotiated and settled in respect of the

Winning Bid as selected by the Receiver and FTICA (the "Selected Superior Offer") in

accordance with the provisions hereof, the Selected Superior Offer shall be the "Successful Bid"

hereunder and the person(s) who made the Selected Superior Offer shall be the "Successful Bidder"

hereunder.

Alberta Court Approval Motion and US Court Recognition Motion

26. The Receiver shall apply to the Alberta Court (the "Approval Motion") for an order (the

"Sale Approval and Vesting Order") approving the Successful Bid and authorizing the Receiver

to enter into any and all necessary agreements with respect to the Successful Bidder, as well as an

order vesting title to the Purchased Assets in the name of the Successful Bidder.

27. The Approval Motion will be held on a date to be scheduled by the Alberta Court upon

application by the Receiver. The Approval Motion may be adjourned or rescheduled by the

Receiver without further notice by an announcement of the adjourned date at the Approval Motion.
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28. The Receiver shall forthwith apply to the US Court for an Order recognizing the Sale

Approval and Vesting Order.

29. All Qualified Bids and Subsequent Bids (other than the Successful Bid) shall be deemed

rejected on and as of the date and of approval and recognition of the Successful Bid by the Courts,

but not before, and shall remain open for acceptance until that time.

Deposits

30. All Deposits shall be retained by the Receiver and invested in an interest-bearing trust

account. If there is a Successful Bid, the Deposit (plus accrued interest) paid by the Successful

Bidder whose bid is approved at the Approval Motion shall be applied to the purchase price to be

paid by the Successful Bidder upon closing of the approved transaction and will be non-refundable.

The Deposits (plus applicable interest) of Qualified Bidders not selected as the Successful Bidder

shall be returned to such bidders within five (5) Business Days of the date upon which the Sale

Approval and Vesting Order is recognized by the US Court. If there is no Successful Bid, all

Deposits shall be returned to the bidders within five (5) Business Days of the date upon which the

Sale Process is terminated in accordance with these procedures.

Approvals

31. For greater certainty, the approvals required pursuant to the terms hereof are in addition to,

and not in substitution for, any other approvals required by the applicable law in order to

implement a Successful Bid.

No Amendment

32. Subject to 8 above, there shall be no amendments to these Sale Process Procedures,

including, for greater certainty the process and procedures set out herein, without the consent of

the Receiver and FTICA.

Further Orders

33. At any time during the Sales Process, the Receiver may apply to the Court for advice and

directions with respect to the discharge of its powers and duties hereunder.

WSLEGAL \076142 \00005 \18636355v5


