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FORM 7

[Rule 3.8]
COURT FILE NO. 2401-05179
2401 05179
COURT COURT OF KING'S BENCH OF Sep 15, 2025
ALBERTA
JUDICIAL CENTRE CALGARY
PROCEEDING IN THE MATTER OF THE COMPANIES' CREDITORS

ARRANGEMENT ACT, R.S.C. 1985, c. C-36, as amended

AND IN THE MATTER OF THE COMPROMISE OR
ARRANGEMENT OF ALPHABOW ENERGY LTD.

DOCUMENT APPLICATION (STAY EXTENSION AND STAY OF
REGULATORY ACTION)

ADDRESS FOR BENNETT JONES LLP

SERVICE AND Barristers and Solicitors

CONTACT 4500 Bankers Hall East

INFORMATION OF 855 — 2 Street SW
PARTY FILING THIS  Calgary, Alberta T2P 4K7

DOCUMENT
Attention: Keely Cameron/Sophie Fiddes

Telephone No.: 403-298-3324/3092
Fax No.: 403-265-7219
Client File No.: 88323.6

NOTICE TO RESPONDENTS:

This application is made against you. You are a respondent.

You have the right to state your side of this matter before the judge.

To do so, you must be in Court when the application is heard as shown below:

Date: Monday, September 22, 2025
Time: 2:00 p.m.
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Where: Calgary Law Courts, by Webex
https://albertacourts.webex.com/meet/virtual.courtroom60
Before: The Honourable Justice M. H. Bourque

Go to the end of this document to see what you can do and when you must do it.
Remedy claimed or sought:

1. AlphaBow Energy Ltd. (the "Applicant" or "AlphaBow") seeks the following relief
under the Companies' Creditors Arrangement Act, R.S.C. 1985, ¢. C-36 ("CCAA") as

amended:
(a) An order substantially in the form attached hereto as Schedule "A"':

(1) declaring that service of this Application and its supporting materials is good and
sufficient, and if necessary, abridging time for notice of the Application to the time

actually given,;

(i1) an extension of the stay of proceedings imposed by the Amended and Restated
Initial Order (the "ARIO") granted by the Court on May 8, 2025, from September
30, 2025 to March 31, 2026, or such other date this Honourable Court may order
(the "Stay Extension");

(ii1) a declaration that any request by the Alberta Energy Regulator ("AER") for a
security deposit from AlphaBow is stayed and the failure by AlphaBow to pay
security cannot be relied upon for the purposes of considering whether to approve a

license transfer application.

2. Such further and other relief as counsel may advise and this Honourable Court may
permit.
Grounds for making this application:
A. General

3. AlphaBow is a privately-owned company in the business of acquisition, development and

production of oil and natural gas in Alberta. AlphaBow is incorporated and registered


https://albertacourts.webex.com/meet/virtual.courtroom60
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pursuant to the laws of the Province of Alberta, with headquarters located in Calgary,
Alberta.

At the commencement of these proceedings, AlphaBow held licenses issued by the AER
to operate 3,785 wells, 4,038 pipelines and 321 facilities across Alberta (the "Licensed
Assets'").

Over the last year and a half, AlphaBow has with the assistance of the Monitor advanced a
sales process which resulted in approximately 20 transactions being approved by the Court,
which collectively provide for the assumption of all of AlphaBow's environmental

obligations.

To date, the AER has approved license transfer applications involving the following
counterparties: North40 Resources Ltd., Singalta Resources Limited, Resistance Energy
Ltd., Ember Resources Inc., Tykewest Limited, Lucky Strike Energy Ltd. and Response
Energy Corporation.

The AER did not request security from AlphaBow in respect of any of these transactions.

On July 10, 2025, the AER issued a conditional approval decision of Cascade Capture
Ltd.'s ("Cascade'") March 4, 2025, license transfer application for the transfer of 196 wells,
23 facilities and 72 pipeline licenses from AlphaBow to Cascade, as a nominee for 2628069
(the "License Transfer Application"). The License Transfer Application required
AlphaBow to post security in the amount of $20,551,822.60 as a condition of transfer (the

"Conditional Approval Decision").

AlphaBow is insolvent and does not have the funds to post the required security. The
transfer application was closed and AlphaBow's Regulatory Applications Branch is taking

the position that AlphaBow's request to regulatory appeal the decision be denied.

AlphaBow has three remaining transfer applications to submit to the AER. Each of the

transactions are set to expire at the end of this month unless extended.
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The current stay of proceedings is also set to expire at the end of the month, unless extended

by further order from this Honourable Court.

The AER's Request for Security is Stayed or Should be Stayed

12.

13.

14.

15.

16.

AlphaBow requires certainty as to next steps and asks this court for a declaration that the

AER is not entitled to enforce a security deposit request in respect of AlphaBow.

A request for security by the AER results in the creation of a debt to the AER secured by

way of a statutory lien.

Pursuant to paragraph 17 of the Amended and Restated initial Order, no party is permitted
to exercise rights or remedies against AlphaBow, without leave of the court, subject to

certain exceptions which do not apply here.

Not only is the request for security contrary to the stay provided for in the Amended and
Restated Initial Order, but even if this court found the request for security as part of a
transfer decision was a regulatory obligation, the Court has the authority to stay such a

requirement under section 11.1(3) of the CCAA.

As the request for security is contrary to the purposes of the CCAA and risk frustrating
these proceedings and causing over $200 million in environmental liabilities remaining

with the Orphan Well Association, the Court should grant the declaration sought.

Extension of the Stay Period

17.

18.

19.

20.

Further time is required as AlphaBow has yet to close all of the court approved transactions

and will be unable to do so until after the foregoing issue with the AER is resolved.
AlphaBow has acted, and continues to act, in good faith and with due diligence.

The proposed extension will not materially prejudice any of AlphaBow's creditors, and it
is just, convenient and in the best interest of AlphaBow and its stakeholders that AlphaBow

be afforded an extension of the Stay Period so it can conclude these proceedings.

Such further and other grounds as AlphaBow may advise and this Court may accept.
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Material or evidence to be relied on:

21. The Eleventh Affidavit of Ben Li sworn on September 15, 2025, filed;

22.  The Amended and Restated CCAA Initial Order granted on April 26, 2024;
23. The Stay Extension Order granted on May 8§, 2025;

24. The Eleventh Report of the Monitor, to be filed; and

25.  Such further and other materials as counsel for the Proposed Monitor or Company may

advise and this Honourable Court may permit.

Applicable rules:

26.  Alberta Rules of Court, AR 124/2010.

Applicable Acts and regulations:

27. The Companies' Creditors Arrangement Act, RSC 1985, ¢ C-36, as amended;
28. The Oil and Gas Conservation Act, RSA 2000, ¢ O-6, as amended; and

29. Such further and other Acts or regulations as counsel may advise and this Honourable

Court may permit.

Any irregularity complained of or objection relied on:

30. None.

How the application is proposed to be heard or considered:

31. By Webex videoconference.
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WARNING

If you do not come to Court either in person or by your lawyer, the Court may give the
applicant what they want in your absence. You will be bound by any order that the Court
makes. If you want to take part in this application, you or your lawyer must attend in
Court on the date and at the time shown at the beginning of the form. If you intend to
give evidence in response to the application, you must reply by filing an affidavit or
other evidence with the Court and serving a copy of that affidavit or other evidence on
the applicant a reasonable time before the application is to be heard or considered.
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Schedule "A"
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Clerk's Stamp

COURT FILE NO. 2401-05179
COURT COURT OF KING'S BENCH OF
ALBERTA

JUDICIAL CENTRE CALGARY

IN THE MATTER OF THE COMPANIES' CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, c. C-36, as amended

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF ALPHABOW ENERGY LTD.

DOCUMENT ORDER (STAY EXTENSION AND STAY OF REGULATORY
ACTION)

ADDRESS FOR BENNETT JONES LLP

SERVICE AND Barristers and Solicitors

CONTACT 4500, 855 — 2nd Street S.W.

INFORMATION OF Calgary, Alberta T2P 4K7

PARTY FILING THIS

DOCUMENT: Attention: Keely Cameron/Sophie Fiddes

Telephone No.: 403-298-3324/3092
Fax No.: 403-265-7219
Client File No.: 88323.6

DATE ON WHICH ORDER WAS September 22, 2025
PRONOUNCED:

NAME OF JUDGE WHO MADE THIS Justice M. H. Bourque
ORDER:

LOCATION OF HEARING: Calgary Law Courts, via Webex

UPON the application of AlphaBow Energy Ltd. (the "Applicant" or "AlphaBow"); AND
UPON having read the Application; the Eleventh Affidavit of Ben Li sworn on September 15,
2025; and the Eleventh Report of the Monitor; AND UPON hearing from counsel for the Applicant,

the Monitor, and any other interested parties appearing at the application;
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IT IS HEREBY ORDERED AND DECLARED THAT:

1. The time for service of the notice of application for this order (the "Order") and supporting

materials are deemed good and sufficient and this application is properly returnable today.

STAY EXTENSION

2. The Stay Period (as defined in the ARIO) is hereby extended to and including March
31, 2026.
STAY OF REGULATORY ACTION

3. The Alberta Energy Regulator is stayed during the Stay Period, as may be extended, from
requesting a security deposit from AlphaBow or refusing to transfer licenses, permits or

approvals based on the failure of AlphaBow to pay security.

Justice of the Court of King's Bench of Alberta
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Court of King’s Bench of Alberta

Citation: AlphaBow Energy Ltd. (Re), 2025 ABKB 622

| Date:
Docket: 2401 05179
Registry: Calgary

In the Matter of the Companies' Creditors Arrangement Act, RSC 1985, ¢ C-36, as amended
And in the matter of the compromise or arrangement of AlphaBow Energy Ltd.

Reasons for Decision
of the
Honourable Justice M.H. Bourque

[1] AlphaBow Energy Ltd. (AlphaBow) seeks a declaration that any future request of the
Alberta Energy Regulator (AER) requiring AlphaBow to provide a security deposit is stayed so
long as these proceedings are ongoing. For the reasons set forth below, AlphaBow’s application
is dismissed.

1. Context

[2] AlphaBow is a private energy company that was in the business of acquiring, developing
and producing oil and natural gas in Alberta.

[3] The AER is a corporation established by the Responsible Energy Development Act, SA
2012, ¢ R-17.3 and is the sole regulator of oil and gas activities in Alberta.

[4] AlphaBow has been on the AER’s radar screen since at least 2019, when the AER
became concerned with AlphaBow’s continued failure to meet its regulatory obligations. After
depleting its arsenal of less intrusive compliance measures in 2022, the AER limited
AlphaBow’s ability to acquire new licenses.

[5] In March 2023, the AER issued an order requiring AlphaBow to submit a Reasonable
Care and Measures Plan covering a range of operational matters, an abandonment plan for all
mineral lease expired wells, updated information, including proof of insurance and financial
information, and to post security of $15,374,050 (then representing 10% of its then inactive
license liability). Because AlphaBow failed to comply with the March 2023 Order, the AER
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issued a Suspension Order in June 2023, suspending AlphaBow’s licenses and sites, as a
temporary measure, until AlphaBow could comply with the March 2023 order and submit an
acceptable plan to reactivate its sites safely. On February 28, 2024, the AER dismissed
AlphaBow’s appeals and confirmed both orders.

[6] In the meantime, on September 6, 2023, the AER directed the Orphan Well Association
(OWA) to provide reasonable care and measures of AlphaBow’s licenses and sites and to
suspend all of its sites. AlphaBow did not appeal this order. As of September 18, 2025 (the
hearing date, and presumably as of today’s date), all AlphaBow sites remain suspended and
under the safe care and custody of the OWA.

[7] On March 28, 2024, one month after the AER confirmed the March 2023 and June 2023
orders, AlphaBow filed a Notice of Intention to Make a Proposal. Then, on April 26, 2024, those
proceedings were continued under the Companies’ Creditors Arrangement Act, RSC 1985, ¢ C-
36 (CCAA) and a sale and investment solicitation process order was granted. Between that time
and December 19, 2024, several sale transactions have been approved.

[8] On December 19, 2024, Justice Jeffrey granted AlphaBow’s applications for approval
and vesting orders, with respect to several transactions, including sale agreements between
AlphaBow and 2628071 Alberta Ltd. (071 AB) and between AlphaBow and 2628069 Alberta
Ltd. (069 AB). Justice Jeffrey also granted an approval and reverse vesting order (RVO),
approving the transfer of all of the common shares of AlphaBow to 2628071 (Corporate
Transaction) pursuant to an Amended and Restated Subscription Agreement dated December
16, 2024 (Subscription Agreement).

[9] In its Sixth Report, the Monitor, KSV Advisory Inc., describes the Corporate
Transactions as “a sale involving a significant number of assets and assumed environmental
liabilities to 071 AB (RVO Transaction), with certain assets being transferred by way of an
asset sale to an affiliated party, 069 AB. As a result, the RVO Transaction is comprised of
several separate transactions: a) the Subscription Agreement; and b) the Related Asset
Transactions.”

[10] Pursuant to the Subscription Agreement, the Transferred Assets and the Transferred
Liabilities (as those terms are defined in the Subscription Agreement) will be transferred to the
AlphaBow Energy Residual Trust, for the benefit of AlphaBow’s creditors, after which the
Corporate Transaction will close. The Related Asset Transactions are those outlined in Asset
Purchase and Sale Agreements between AlphaBow and 069 AB (069 Transaction) and between
AlphaBow and 071 AB (071 Transaction). The Monitor explains that closing of the 069
Transaction and the 071 Transaction are conditions of the RVO Transaction.

[11] On March 4, 2025, the AER received a license transfer application from AlphaBow to
Cascade Capture Ltd. (Cascade). Cascade is the nominee purchaser in respect of the 069 and
071 Transactions.

[12] On July 10, 2025, the AER conditionally approved the license transfer applications
(Conditional Approval Decision). The approval conditions are set out in two letters, including
the condition for the payment of security. In the first letter, the AER requires Cascade to pay
security of $4,930,964.60 within 30 calendar days of acceptance of the condition; in the second
letter, the AER requires AlphaBow to pay security of $20,551,822.60 within 30 calendar days.
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[13] The AER’s affiant in this application explains that “AlphaBow was required to post
security [in that amount] representing only 10% of its estimated inactive liability calculated
applying regional liability estimates set out in Directive 011 of $205,518,226”. The AER’s
affiant further explained that “following the proposed License Transfer Application and Related
Asset Transactions, AlphaBow will be left with over 3000 inactive wells, of which only 184 are
economically viable if reactivated.” Regarding post-RVO AlphaBow, the AER affiant
acknowledges the parties’ intention “to have the company re-emerge as a going concern.
However, the income from the remaining licensed assets, if reactivated, would be markedly
insufficient to meet AlphaBow’s ongoing environmental obligations.”

[14] OnJuly 14, 2025, AlphaBow’s counsel wrote to the AER requesting that the AER
rescind the Conditional Approval Decision and schedule a meeting with AlphaBow and the
Monitor as soon as possible. On July 16, 2025, the AER responded that “application decisions
are final and the amount of security ... calculated ... will not be negotiated or adjusted”. On July
17,2025, Cascade wrote to the AER advising that it was withdrawing the license transfer
application “effective immediately”.

[15] Despite Cascade’s withdrawal, on August 8, 2025, AlphaBow’s counsel requested a
regulatory appeal of the Conditional Approval Decision (Regulatory Appeal Request) by
submitting a letter to the Regulatory Appeal Coordinator, Law Branch at the AER. Although the
Monitor indicated in the Eleventh Report that the regulatory appeal was “declared invalid by the
AER”, the AER affiant avers that the decision on the Regulatory Appeal Request is pending and
that a decision is expected before January 16, 2026. However, he acknowledges that given
Cascade’s withdrawal of the transfer application, “the Regulatory Appeal Request may not
matter, since there is no underlying license transfer application before the AER”.

[16] In its application, AlphaBow seeks the following relief:

A declaration that any request by the AER for a security deposit from AlphaBow
is stayed and the failure by AlphaBow to pay security cannot be relied upon for
the purposes of considering whether to approve a license transfer application.

[emphasis added]

[17] AlphaBow’s written brief and oral submissions focused exclusively on the first part of
the relief sought, and it made no submissions regarding the latter part of the relief sought that

“the failure by AlphaBow to pay security cannot be relied upon for the purposes of considering
whether to approve a license transfer application.”

[18] AlphaBow advances two arguments in support of its application. First, AlphaBow argues
that the request for a security deposit is contrary to the stay in the Amended and Restated Initial
Order (ARIO). Alternatively, if the request for a security deposit is a regulatory action,
AlphaBow argues that the Court should stay any such request pursuant to subsection 11.1(2) of
the CCAA.

II. Analysis
A. Statutory Framework

[19] Section 11.02 of the CCAA is the authority upon which either the initial 10-day or
subsequent stay of proceedings, such as in the ARIO, is granted (CCAA Stay of Proceedings).
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Subsection 11.1(2) provides thata CCAA Stay of Proceedings does not apply to the actions of a
regulatory body (Regulatory Exception), except if the action relates to the enforcement of a
payment ordered by the regulatory body. If there is “a dispute as to whether a regulatory body is
seeking to enforce its rights as a creditor”, subsection 11.1(4) provides a mechanism for judicial
determination of the question.

[20] If aregulatory body is not seeking to enforce its rights as a creditor, a regulatory action
may nonetheless be subject to the CCAA Stay of Proceedings but only if the Court is satisfied
that: (a) a viable compromise or arrangement could not be made unless the CCAA Stay of
Proceedings was enforced against the regulatory action; and (b) it would not be contrary to the
public interest that the regulatory body be subject to the CCAA Stay of Proceedings.

[21] There is no dispute that the AER is a regulatory body within the meaning of section
11.1(1) of the CCAA.

B. Is the AER request for a security deposit stayed by the ARIO?
[22] In its brief, AlphaBow characterizes the AER’s action as follows:

By refusing to transfer licenses until and unless AlphaBow pays money, the AER
is in violation of [paragraph 17 of the ARIO] and section 11.1 of the CCAA, as it
is seeking to enforce a monetary obligation.

[23] In my view, the AER’s requirement that AlphaBow make a security deposit as a
condition for the transfer of AlphaBow’s licenses is not properly characterized as the
enforcement of the AER’s rights as a creditor. AlphaBow’s argument is flawed as it conflates the
enforcement by a regulatory body of a monetary obligation simpliciter with the enforcement by a
regulatory body of rights as a creditor.

[24] Inany event, whatthe AER seeks to enforce is a monetary payment condition imposed
on a discretionary license transfer approval, calculated as a percentage of AlphaBow’s end-of-
life obligations. The Supreme Court and the Court of Appeal have characterized payments of this
nature as public duties owed, not to a creditor, but to “fellow citizens”. They are not “provable
claims”. (Orphan Well Association v Grant Thornton Ltd,2019 SCC 5 (Redwater), at 135; see
also: Panamericana de Bienesy Servicios S.A. v Northern Badger Oil & Gas Ltd, 1991 ABCA
181 at 33).

[25] Tam also not persuaded by AlphaBow’s argument that changes to the AER’s statutory
and regulatory framework make Redwater distinguishable. AlphaBow points to the 2020
amendments of section 103 of the Oil and Gas Conservation Act, RSA 2000 ¢ O-6 (OGCA).
According to AlphaBow:

Since the issuance of Redwater, the AER [sic] has amended its legislation to
expand its statutory lien to capture requests by the AER for security.

The effect of the security deposit requirement is to not only create a debt but also
priority for the AER that did not previously exist. This is contrary to the stay of
proceedings, which is intended to maintain the status quo amongst creditors.

[26] Section 103 of the OGCA is nothing more than an enforcement mechanism that creates a
statutory lien in favour of the AER for unpaid “costs, levy, fee, penalty, deposit or other form of
security or other amount”. All that the legislature accomplished with the 2020 amendments was
to add the words “deposit or other form of security” to the scope of the statutory lien: Liabilities
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Management Statutes Amendment Act, 2020, SA 2020 ¢ 4. Any such lien burdens the “debtor’s”
property, including wells, facilities and pipelines, land or interests in land, equipment and
petroleum substances, and the lien “has priority over all other liens, charges, rights of set-off,
mortgages and other security interests” (OGCA, s 103(2)). The defined term “debtor” in
subsection 103(1) is used “in this section” to mean the person indebted to the AER. That the
legislature has defined the indebted party as a “debtor” does not transform the underlying unpaid
amounts or obligation in question, whether costs, levy, fees, penalty, deposit or other form of
security, into a debt for all purposes.

[27] While I accept that the purpose of a CCAA Stay of Proceedings may be to maintain the
status quo among creditors, here, the AER’s action of requiring a security deposit arises because
of its statutory mandate to enforce AlphaBow’s public duties, not as a creditor. As in Redwater,
the AER is acting in a bona fide regulatory capacity and does not stand to benefit financially.
That the effect of the AER’s enforcement actions is to prioritize AlphaBow’s end-of-life
obligations over the rights of its creditors does not alter the priority scheme among AlphaBow’s
creditors (Redwater, paras 122, 131, 159).

[28] For these reasons, the AER’s request for a security deposit in the exercise of its
regulatory mandate to enforce AlphaBow’s public duties does not constitute the enforcement of
the AER’s rights as a creditor.

C. Should the CCAA Stay of Proceedings apply to the AER’s Request for a
Security Deposit?

[29] AsInoted earlier, AlphaBow also applies, pursuant to subsection 11.1(3) of the CCAA,
for an order staying the Regulatory Exception in respect of the requested security deposit. To be
successful, AlphaBow must persuade me that the two statutory preconditions are met, namely
that a viable compromise or arrangement could not be made if the Regulatory Exception to the
CCAA Stay of Proceedings were to apply, and that it is not contrary to the public interest that the
AER be affected by the CCAA Stay of Proceedings.

[30] The essence of AlphaBow’s position is set out in paragraphs 23 and 24 of its brief:

23. As with the forgoing cases, a stay is necessary as the harm will be amplified
rather than avoided if the AER is permitted to require AlphaBow to post security.
Requiring the payment of security will:

(a) either frustrate AlphaBow’srestructuring efforts should the
AER continue to request security in amounts that AlphaBow is
unable to pay, preventing over $200 million in environmental
liabilities from leaving the OWA and resuming production for the
benefit of Alberta; or

(b) Result in a reordering of priorities through enabling the
AER to scoop funds that would otherwise be distributable to
AlphaBow’s creditors, resulting in a windfall for AlphaBow’s
purchaser who would ultimately be the beneficiary of any security
posted which would be held in AlphaBow’s name.

24. A stay in these circumstances is not contrary to the public interest, but rather
will enhance it, through enabling the transfer applications to proceed, so that



017
Page: 6

assets can be moved out of the OWA and resume production — creating jobs and
providing for revenue to pay associated obligations.

[31] Insupportof the proposition in paragraph 23, AlphaBow relies on several cases. In my
view, the facts and circumstances of those cases are distinguishable from those present here and
do not assist AlphaBow.

[32] Instayingthe Regulatory Exception during the initial 10-day CCAA Stay of Proceedings
in Re Just Energy Corp, 2021 ONSC 1793, Koehnen J noted the emergent and possibly
temporary state of affairs leading to the stayed regulatory action (at para 82): “it would appear to
me to be unjust to take regulatory steps that might shut down [an] entire business when the
financial concerns that prompt those steps may turn out to be unjustified”, and that “it may be
appropriate for regulators to consider whether Just Energy should be shut down because of a
temporary liquidity crisis and whether Just Energy should be given a window of opportunity to
work out its liquidity crunch”, concluding that “it strikes me, however, that the circumstances of
this case warrant at leasta 10 day period to allow all parties to assess the issue with the benefit of
more reflection than the instant application of a regulatory policy may afford”.

[33] Moreover, given the possibility that the regulator might cancel or suspend the debtor
company’s licenses before the hearing of the initial application, Koehnen J stayed the Regulatory
Exception even though the regulators had not been served. The Court noted the potential for (at
para 86) “substantial disruption to the marketplace as a whole and to Just Energy in particular” if
the regulators were permitted to cancel or suspend the debtor company’s license to operate,
including the possible termination of upstream power supply contracts or the loss of retail
customers.

[34] In BZAM Ltd. Plan of Arrangement, 2024 ONSC 1645, a CCAA proceeding involving
companies operating in the cannabis industry, Osborne J notes that (at para 49): “[the] cannabis
licences of the Applicants are among their most valuable assets. Just as importantly, they are
required to permit the Applicants to continue operating their underlying business. The expiry or
cancellation of licences will suspend or terminate completely the operation and delivery of
products by the Applicants with the result that the ability of the applicants to restructure or
continue as a going concern business will in all probability be eliminated.”

[35] Similarly, in the matter of an initial CCAA Stay of Proceedings involving Abbey
Resources Corp (13 August 2021), Saskatoon QBG 733 of 2021 (SKQB), though the debtor
corporation initially did not seek a stay of the Regulatory Exception, it did so (at para 77) “when
the Minister advised that it would be issuing orders for Abbey to cease operations if it did not
deposit the security for potential decommissioning liabilities within 14 days.” In granting the
stay, Meschishnick J noted that the impugned regulatory actions had (at para 79) “no element of
protection of the public, property or the environment associated with those actions”.

[36] In AlphaBow’s case, the AER’s actions are not the result of an emergent issue or a
possibly temporary liquidity crisis: AlphaBow is 19 months deep into insolvency and
restructuring proceedings. Nor has the AER indicated any intent to cancel AlphaBow’s license to
operate. Indeed, AlphaBow’s licenses and sites have been in the care of the OWA for over two
years. In none of the cases cited by AlphaBow did the Court stay the Regulatory Exception
beyond the initial 10-day period.
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[37] Inmy view, staying the Regulatory Exception in this case benefits only the parties to the
069 and 071 Transactions and allows for the successful completion of the RVO Transaction, and
presumably, AlphaBow’s subsequent exit from the CCAA proceedings. While that result might
technically qualify as a viable arrangement or compromise, it nonetheless leaves a post-CCAA
AlphaBow with over 3,000 inactive wells, of which only 184 are economically viable if
reactivated, the income of which “would be markedly insufficient to meet AlphaBow’s ongoing
environmental obligations”.

[38] Even if the Regulatory Exception were stayed during the currency of these CCAA
proceedings, upon exiting, AlphaBow will no longer benefit from a stay of proceedings, and, as
AlphaBow’s counsel acknowledged, it will have no money to satisfy the AER’s security deposit
requirements. Post-CCAA AlphaBow will fail. It will not resume production. It will not create
any jobs. It will not generate any revenue to pay its associated end-of-life obligations.
AlphaBow’s remaining inactive wells will end up right back with the OWA.

[39] For these reasons, AlphaBow has not persuaded me that the statutory pre-conditions in
subsection 11.1(3) have been satisfied, and I decline to stay the Regulatory Exception. Even if
AlphaBow had met the statutory pre-conditions, I would not have granted the carte blanche
relief sought to stay any future security deposit request made by the AER. To do so would
improperly fetter the Court’s supervisory role in insolvency proceedings.

III.  Disposition
[40] AlphaBow’s application is dismissed.

Heard on September 22, 2025.
Dated at Calgary, Alberta, on October 29, 2025.

A
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M.H. Bourque !. .f/
J.C.K.B.A.
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Ryan Zahara, MLT Aikins LLP
for the Orphan Well Association
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Proceedings taken in the Court of King's Bench of Alberta, Courthouse, Calgary, Alberta

September 22, 2025 Afternoon Session

The Honourable Justice M.H. Bourque Court of King's Bench of Alberta

K. Cameron For AlphaBow Energy Ltd.

S. Fiddes For AlphaBow Energy Ltd.

J. Reid For the Alberta Energy Regulator

M. Lavelle For the Alberta Energy Regulator

I. Hunt For the Alberta Energy Regulator

(Student-at-Law)

M. Swanberg (remote appearance) For Red Deer County and the MD of Greenview

J. Oliver (remote appearance) For the Monitor

A. Basi (remote appearance) For the Monitor

R. Zahara (remote appearance) For the Orphan Well Association

J. MacKinnon (remote appearance) For 2661707 Alberta Ltd.

T. Cones (remote appearance) For the Minister of National Revenue

L. Falkenberg Walsh (remote appearance) For Indian Head Oil and Gas Canada

E. Paplawski (remote appearance) For Canadian Natural Resources Ltd.

D. Bailey (remote appearance) For the Alberta Energy Regulator

G. Plester (remote appearance) For Flagstaff County, Lamont County, Starland

County, County of Settler No. 6, County of
Warner No. 5, Municipal District of Provost,
Ponoka County, and County of Paintearth No. 18

S. Durant Court Clerk

THE COURT: Good afternoon. You may be seated. Okay. So,
we are here for the application of AlphaBow Energy. I see Ms. Cameron and Mr. Reid. I
am not sure who everyone else is, but perhaps you could introduce the parties.

MS. CAMERON: Thank you, Justice. For the record, Keely
Cameron, from Bennett Jones, counsel for the applicant, AlphaBow Energy Ltd. To my
left is my colleague, Sophie Fiddes. She will be making submissions on the uncontested
portion of our application today.

THE COURT: Okay.

MS. CAMERON: To my right is James Reid, from Miller
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Thompson. He is outside counsel for the Alberta Energy Regulator with respect to this
application. Behind him is internal legal counsel for the Alberta Energy Regulator, Maria
Lavelle, and with her 1s the AER's law student, Isabelle Hunt. In the back of the room are
representatives from two of the purchasers of AlphaBow's assets from the company as I
will refer to as 0-6-9 and 0-7-1. With regard to the attendees who are here virtually, there
is only two I have been able to identify. First is Jeffrey Oliver who is counsel for KSV
Restructuring Inc. He is from the Cassels Brock & Blackwell firm, and KSV Restructuring
is, of course, the court-appointment Monitor in these proceedings. Also in attendance, |
saw on the screen is Michael Swanberg, from Reynolds, Mirth, Richard & Farmer, counsel
for Red Deer County and the MD of Greenville. And that is all I have been able to
determine.

THE COURT: Okay. Why do you not go on with your
submissions and if anyone wants to speak we will...

MS. CAMERON: Perfect. Just before I turn things over to my
colleague, I will briefly address the materials you should have in front of you --

THE COURT: Yes.

MS. CAMERON: -- because there is quite a few documents that
have been flying around as well as service. So, in terms of materials from our office, you
should have a copy of the application, affidavit of Ben Li --

THE COURT: M-hm.

MS. CAMERON: -- brief of AlphaBow, and an Affidavit of Service
from Stephanie Dumoulin.

THE COURT: I do not have that.

MS. CAMERON: Okay. But I can walk you through that. You
should also have a copy of the Monitor's 11th report.

THE COURT: M-hm.

MS. CAMERON: From the Alberta Energy Regulator, they filed a
reply brief and an affidavit of a Mr. Trevor Gosselin.

THE COURT: Yes.
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MS. CAMERON: And then a letter from CNRL.
THE COURT: Yes.

MS. CAMERON: Turning briefly to service, we did file an
Affidavit of Service. The service list was served by our office on September 15th, which
is last Monday, in accordance with the Practice Note. We submit that service is in order.
What will become relevant as part of our later relief is there was a requirement that we
serve the Regulator as part of the relief being sought today as well as other potentially
impacted parties, which would include the municipalities who are already on the service
list.

THE COURT: Okay.

MS. CAMERON: So, on that basis, I would submit that service is
in order.

THE COURT: It appears to be in order.

MS. CAMERON: Turning to the relief sought today, so there is two
aspects of our application. One is extending the Stay of Proceedings, which is otherwise
set to expire end of this month, which we understand is not being contested. And the second
aspect is the declaration that we're seeking with the regards to the ability of the AER to
seek a security deposit from AlphaBow.

So, if it pleases the Court, I'll now turn it over to my colleague to address the stay of
proceedings.

THE COURT: Sure.
Submissions by Ms. Fiddes (Stay Extension)

MS. FIDDES: Good afternoon, Justice Bourque. For the record,
my name is Sophie Fiddes with Bennett Jones, and I will be making submissions today on
behalf of AlphaBow Energy for an order under the Companies' Creditors Arrangement Act
to extend the Stay of Proceedings from September 30th, to March 31st, 2026. We will then
be speaking to the disputed portion of the application.

The stay extension sought is to enable AlphaBow to close all of the court-approved
transactions that are subject to the AER Licence Transfer Applications or remarket
AlphaBow's assets if necessary. As demonstrated by the cash-flow set out in the Monitor's
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report, which provides for approximately 12.3 million in cash as at September 21st, 2025,
AlphaBow has sufficient funds to meet the post-filing obligations during the stay period.

While it is our desire to wind up this process as soon as possible, we have sought an
extension to the end of March, as AlphaBow will need to submit AER Licence Transfer
Applications or remarket their assets, which will take a significant amount of time. Sections
11.02 and 3 of the CCAA address the authority of the Court to grant a stay and provide that
the Court shall not make an order unless the applicant satisfies the Court that circumstances
exist that make the order appropriate and that the applicant satisfies the Court that it has
acted, and is acting, in good faith and with due diligence.

AlphaBow submits that circumstances exist that make the order appropriate, as previously
discussed. AlphaBow has acted in good faith and with due diligence in all respects, as set
out at paragraph 39 of the Li affidavit. AlphaBow's activities are also set out in the Li
affidavit at paragraph 40, and Section 4.2 of the Monitor's report, and include taking steps
to advance the outstanding transactions to closing, seeking to understand the Alberta
Energy Regulator's concerns, seeking to respond to CRA inquiries regarding certain filing
requirements, responding to multiple requests seeking to lift the Stay of Proceedings,
continuing to assist the Monitor with the review of claims under the claims process,
attending ongoing meetings with the Monitor, assisting in the preparation of cash-flow
statements, and preparing the materials for this application.

The extension of the stay is also supported by the Monitor, as set out at Section 6 of the
Monitor's report. No stakeholder or creditor will be materially prejudiced by the stay
extension. As set out at paragraph 42 of the Li affidavit, without the benefit of an ongoing
Stay of Proceedings, AlphaBow anticipates that one or more of its creditors would seek to
advance proceedings, which would result in a deterioration of funds available for
distribution to stakeholders and would potentially impede the ability of the remaining
transactions to close. Moreover, without the benefit of a ongoing Stay of Proceedings,
significant uncertainties would be introduced regarding next steps, particularly if
AlphaBow is required to remarket its assets.

For these reasons, AlphaBow submits that the stay extension should be granted.

THE COURT: Okay. Did anybody want to speak against the

relief? And you want this relief whether or not -- regardless of the outcome of the other
aspect of the application?

MS. FIDDES: Yes.

41 THE COURT: Okay.
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Decision (Stay Extension)

THE COURT: Well, having heard your submissions and
hearing no opposition, I will grant the stay until March 31st, 2026.

MS. FIDDES: Thank you. I will turn it back to Ms. Cameron.

THE COURT: Okay.

MS. CAMERON: And, Justice Bourque, just as a housekeeping
matter, we do have a separate form of order specific to the stay request we can pass up at
the end of proceedings.

THE COURT: Oh, sure.

MS. CAMERON: We had one with the full set of relief we are
seeking, as well as just the stay, should the Court not be in a position to make a ruling on
the second aspect of our application today.

THE COURT: Okay. Sounds good.

MS. CAMERON: So, as mentioned --

THE COURT: Maybe I should just -- I have read everyone's
materials --

MS. CAMERON: Okay.

THE COURT: -- I have read your materials. I have read all the
cases. I have read Mr. Reid's brief, all of his materials, with the exception I did not get to
the Yukon decision. I mean, I read it in the brief, but, otherwise --

MS. CAMERON: Yes.

THE COURT: -- and I have read --

MS. CAMERON: Okay.

THE COURT: -- the Osler letter.
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MS. CAMERON: Perfect.
Submissions by Ms. Cameron (Stay of Regulatory Action)

MS. CAMERON: On that basis, [ am going to start with just a very,

very brief overview of the issues to provide some clarification and characterization in terms
of what the relief is we're seeking, why we submit it's important, and the Court's authority.
I am also before, though -- before I get into the merits of this aspect of our application, |
will also be responding to a couple of the arguments and positions set out in the materials
of the Alberta Energy Regulator as well as Canadian Natural Resources.

And so the issue before this Court is whether or not the AER is stayed or should be stayed
with respect to the ability to request a security deposit from AlphaBow Energy. Now, this
issue arose in response to a Transfer Application that was submitted by AlphaBow. And
so the context of that is on April 26th, 2024, the Court approved a sales process, and the
end result of that sales process is that AlphaBow, in consultation with the Monitor and its
sales advisor, selected a group of bids that combined would result in all of AlphaBow
Energy's environmental obligations being assumed by the various parties. And so, since
that sales process was approved, AlphaBow has worked towards closing those various
transactions, which has resulted in receipt of approximately $13,000,000 in proceeds as a
result of those sales, and all but four of the transactions have now closed, three of which
are somewhat related and three of which involve the transfer of AER licences.

Now, specific to one of those three Transfer Applications, which involves 0-6-9, who is
seeking to advance the transfer through its nominee Cascade, the AER directed each of
AlphaBow and its purchaser to post security in respect of that transaction. And we're not
opposing or taking any issue with the discretion or authority of the AER to seek security
from the purchaser of AlphaBow's assets, what our concern relates to is the ability of the
AER to request security from AlphaBow in these circumstances. And specific to the
security that was requested from AlphaBow, the AER requested security in an amount of
over $20,000,000, which is more than the funds AlphaBow has available.

Now, three of the four reasons provided for this request for security, and those reasons are
set out in the AER's decision, which is at Appendix A to Mr. Li's affidavit, and they are set
out in the bullets on that first page. I would submit three of those four reasons relate to the
fact that AlphaBow is insolvent. Bullet number 2 refers to AlphaBow's inactive liability,
which it states is over $205,000,000. As you'll have seen from AlphaBow's materials,
AlphaBow was required to suspend its assets and cease its operations over 2 years ago
when it was unable to pay the approximate $15,000,000 of security that was then asked by
the AER. So, that relates to the inability of the -- AlphaBow to operate due to its financial
circumstances. The last two bullets you'll see is the AER was concerned about the high
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level of financial distress of AlphaBow, as well as the financial risk presented by
AlphaBow, which, again, goes to its insolvency. And we submit that the AER would have
known about these risks and concerns throughout these proceedings, that nothing has
materially changed there.

And so, specific to this request for security, and not -- not only in regards to this transaction,
but any of the remaining Transfer Applications, it's our position that by seeking to request
security from AlphaBow, that the Alberta Energy Regulator is seeking to collaterally attack
the decisions of this Court through its approval of the Reverse Vesting Order and the
various transactions through frustrating the ability of AlphaBow to close these transactions
and that -- furthermore that the AER's actions in this regard are stayed.

THE COURT: That they are what?

MS. CAMERON: Are stayed by this Stay of Proceedings that have
been granted by virtue of the -- of the Amended and Restated Initial Order as well as
Section 11.1 of the CCAA.

THE COURT: So, what aspect of the AER's ability to regulate
these assets do you say is stayed? The whole thing?

MS. CAMERON: Not the ability to regulate, the ability to collect
security from an insolvent company that's in CCAA4 proceedings.

THE COURT: Collect or asked to post? Like are you saying that
they do not have the ability in the regulatory proceedings as part of the approval process
of the Licence Transfers, they do not, as part of their normal, usual function, have the
ability -- because this is a CCAA4, they do not have the ability to require --

MS. CAMERON: Correct.

THE COURT: Okay. And you are going to give me some
authority on that?

MS. CAMERON: [ am going to walk you through there -- that
authority. Now, Justice Bourque, though, you'll see in our arguments two-told what I'm
going to walk you through is why we submit that the AER doesn't have the authority in an
insolvency context to request security from a debtor company, but I'm also going to walk
you through our alternative argument, which is, even if the Regulator does have the
authority, the Court has the ability to stay them from exercising that authority in certain
circumstances where it's not contrary to the public interest.
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Okay. Is that second alternative, that is the

MS. CAMERON: So, neither.

THE COURT: Okay.

MS. CAMERON: Yeah.

THE COURT: All right.

MS. CAMERON: And, again, if you will bear with me, I will get
you --

THE COURT: You will walk me through it. Okay.

MS. CAMERON: -- I am going to walk through --

THE COURT: Sure.

MS. CAMERON: -- both those arguments. And part of the overall

context of why we are seeking the relief that we're seeking today is with regards to the
overall prejudice and harm to AlphaBow and its stakeholders should the AER be allowed
to request not only security, that they are requesting an amount that cannot be complied
with, but even if they were to request a lower amount, why we say that is still improper
and prejudicial.

THE COURT: Okay.

MS. CAMERON: And, so, it's our position that if they are permitted

to request security, especially in the amount that it's currently seeking, that will prevent
AlphaBow from successfully exiting these proceedings. And in doing so, it will prevent
AlphaBow's various stakeholders from obtaining any recovery, as well as the go-forward
benefits -- economic and social benefits -- that would occur should the assets be able to
resume operations, including go-forward municipal taxes, surface lease payments,
royalties, et cetera.

And in contrast to those benefits, we submit there's no harm to the Regulator in granting
the relief that is sought, is that the AER will and can regulate the purchasers who will be
assuming these assets, and that includes the ability to request security from those
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1 purchasers as demonstrated by the fact in this case they have sought approximately
2 $4,000,000 from Cascade in respect of the 0-6-9 transaction.
3
4 Similarly, they will have a solvent party that they can regulate. And they would also have
5 a party who could address issues. If you look at Exhibit G of Mr. Gosselin's affidavit, that
6 sets out the various conditions that it was seeking to impose on Cascade in respect of the
7 Transfer Application. And you'll note in it towards the bottom of the page it notes there's a
8 surface casing vent flow issue. That is the second bullet from the bottom on page 1. You'll
9 note it lists a number of well licences that have overdue packer testing and reporting
10 requirements. That's at the top of page 2. You'll note there's a bunch of inspections that are
11 outstanding and other various regulatory obligations that they are seeking to have
12 addressed.
13
14 And now, specific to those requirements too, I just want to note for the record, these assets
15 have been with the Orphan Well Association for about 2 years now, so the Orphan Well
16 Association is the party with care and custody when it comes to the AlphaBow sites. So,
17 that is who is currently looking after them.
18
19 And now, one of the big concerns noted by both the AER and CNRL as to why they say
20 security is important in these circumstances is that there's a concern about purchasers'
21 ability and obligations in the future.
22
23 THE COURT: M-hm.
24
25 MS. CAMERON: And the reality is, with all insolvencies, whether
26 a purchaser will be successful in the future, that's always a risk, but we would submit that's
27 not a basis upon which to frustrate the current proceedings.
28

29 And now I want to clarify a couple of points raised in the AER and CNRL's materials
30 before I get to the substantive part of our submissions. So, first, specific to CNRL, a lot of

31 their submissions relate to the Reverse Vesting Orders and concerns regarding whether or
32 not the transactions -- the Subscriptions Transaction has materially changed. First, I'd just
33 like to note that the time to appeal any of these transactions has long expired. For the most
34 part, they were all approved on December 19th, of last year. They weren't opposed and
35 there was no appeal of the transactions. So, the time to object to them has passed.

36

37 Now, with regard to the suggestion that the transaction has materially changed or become
38 worse over time, [ would just like to note that the -- CNRL refers to 7-0-7 having modified
39 its transaction to remove approximately $8,000,000 of liabilities from what it was
40 ultimately going to assume. Their --

41
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THE COURT: Sorry. Who is 7-0-7?

MS. CAMERON: 7-0-7 is one of the asset -- one of three Asset
Transfer Applications.

THE COURT: Other than 0-6-9 and other -- then 0-7

MS. CAMERON: There is 0-6-9, 0-7-1, and then 7-0-7 --

THE COURT: Okay.

MS. CAMERON: -- are the three out there.

THE COURT: Okay.

MS. CAMERON: With regards to 7-0-7, we didn't have that
transaction back in December 19th. There was a potential transaction with another party
that had not closed --

THE COURT: M-hm.

MS. CAMERON: -- and that no court approval was sought. So, at
the time of December when the majority of these transactions were approved --

THE COURT: M-hm.

MS. CAMERON: -- the assets that are now being assumed by 7-0-
7 were still going to be part of AlphaBow in the Subscription Agreement. So, this isn't a
case where thing have materially worsened over time. In fact, from the facts at the time the
Subscription Agreement was approved, we have actually divested of further assets to
reduce the liabilities remaining with AlphaBow.

Now, the other comment related to the Subscription Agreement that's been raised by both
the Alberta Energy Regulator and CNRL is a suggestion that the 0-6-9 transaction is
seeking to carve out a bunch of good assets that would take value away from the Estate and
that's why there's a need for security in this case. But an important thing to note is that
when you look at Schedule A to the 0-6-9 transaction and the 0-7-1 transaction, the way
they have actually been structured is the purchaser is only assuming half of AlphaBow's
interest. So, 0-6-9 is only assuming half of AlphaBow's interest in those assets. The other
half is going to stay either in AlphaBow or with AlphaBow's shareholder 7-0-7. So, it's not
the best assets are being carved out to be given to 0-6-9, the assets are being kind of -- the
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value in those assets is being split between 0-6-9 --

THE COURT: Where 1s that? Where do I see that in the
materials?

MS. CAMERON: That's in Schedule A of the Vesting Orders. And
I believe that the AER in their materials have provided the Vesting Orders.

THE COURT: Okay.

MS. CAMERON: So, the next concern that kind of flows
throughout the AER and CNRL's materials are in respect to the Orphan Well Association
and the need to protect it. And the reality is, the assets of AlphaBow have been with the
Orphan Well Association for over 2 years, since September 23, and the way that
AlphaBow has worked to try to address the concerns related to the Orphan Well
Association based on feedback it's received throughout these proceedings is to find
purchasers for all of its environmental obligations. And that is what it has done. Now, the
ability though to actually advance those transactions and close is currently being frustrated
by the fact that the AER has said it won't allow the licences to transfer, at least in respect
of 0-6-9, unless $20,000,000 of security can be posted, which AlphaBow is unable to do.

Now, the next concern raised by the Alberta Energy Regulator is that AlphaBow should
have knows that security may be requested by it, or at least it should have thought to meet
with the AER to find out if it was in doubt. And so, in that regard, a couple points I'd like
to note. First of all, prior to the commencement of these proceedings, the AER had issued
an order requesting that AlphaBow post over $15,000,000 in security. It is --

THE COURT: One, five?
MS. CAMERON: One, five. It has not taken steps throughout these
proceedings seeking to enforce that, which gave rise to a belief and understanding that they

understood and agreed it was stayed.

THE COURT: You are not suggesting that their silence
previously works as some form of estoppel from -- you are not suggesting that?

MS. CAMERON: No.
THE COURT: Okay.

MS. CAMERON: Now, we also note that the AlphaBow -- the
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Alberta Energy Regulator has -- did meet with AlphaBow prior to AlphaBow seeking
approval of the various transactions, and the Alberta Energy Regulator was also on the
service list and attended those applications, did not oppose them, did not raise concerns
about the fact that the funds being generated by this process wouldn't satisfy the AER --
any purported AER regulatory requirements regarding the posting of security.

THE COURT: Right. But the AER at that point in time had not
even reviewed the proposed transactions; had they?

MS. CAMERON: They -- they had.

THE COURT: Or are you suggesting that they had?
MS. CAMERON: Yes.

THE COURT: Like tell me about the timing then.

MS. CAMERON: Yes. So, on that -- and this goes to Exhibit B of
Mr. Li's affidavit, there's a July 14th correspondence from our office. So, first of all, it's
noted in the third paragraph, on page 1, AlphaBow met with AER back on August 21st of
last year to discuss the transactions. So, AER would have known about the transactions
back in August. The AER -- AlphaBow then set to try to seek court approval of the various
transactions in December because it understood there were concerns, the Regulator wanted
to make sure all the transactions were proceeding so that the liabilities would be addressed.
So, that's what resulted in the majority of transactions being approved in December of last
year.

We now fast-forward, it's not until June of this year that we learn that there's going to be a
security deposit request. And in response to that, AlphaBow has sought multiple meetings
with the Alberta Energy Regulator, none of which have occurred. And so, while the Alberta
Energy Regulator suggests AlphaBow should have met with the AER and could have found
out that a security deposit would have been required, we submit a meeting did occur with
the AER, and the AER also had ample notice of these proceedings and these transactions
and could have raised with both AlphaBow and this Court concerns regarding the need to
post security, and that never occurred.

THE COURT: Are you suggesting then that without knowing
which transfers were going to happen, if any, that that should have triggered the AER as to
whether it would eventually perhaps require a security deposit?

MS. CAMERON: I would submit the AER knew what applications
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were going to proceed and what Transfer Applications were being sought and that if it was
going to --

THE COURT: Because they were known in August?
MS. CAMERON: Yes.

THE COURT: You are telling me there was -- there were bids
and they were firm bids, if you will, and that AlphaBow intended to go with them in
August?

MS. CAMERON: Correct.
THE COURT: And all of that is known to the AER?

MS. CAMERON: And even before that, through the development
of the sales process, right, the AER could have as part of that sales process said, Hey, you
need a condition, AlphaBow is going to have to address 10 percent of its deemed inactive
liability as a condition of any transfer. That didn't occur. So, significant time and money
has been spent advancing a transaction to now long after the fact all of a sudden for the
goal post to change in terms of what the expectations or requirements are.

THE COURT: Okay.

MS. CAMERON: And so now I'm going to take you to the
substantive part of our submissions, dealing first with why we say the request for the
security deposit is stayed.

And so as this Court is well aware, the purpose of the staying of proceedings is to maintain
the status quo and ensure that stakeholders are treated fairly. We submit that by permitting
the AER to request a discretionary security deposit is contrary to this purpose, as it gives
the AER an unfair advantage and allows it to exercise its discretion in a way that rearranges
priorities. Because, in essence, assuming AlphaBow had the $20,000,000 that could be
posted, the AER would be in a circumstance where not only is it having all of the
environmental obligations assumed by a new party they'll be able to regulate who may
address those obligations going forward, but in addition to that, it's getting the funds in the
Estate that would otherwise be distributed to creditors. And in that manner, it's rearranging
the priorities and obtaining a benefit it wouldn't otherwise have by having the creditors of
AlphaBow backstop the purchasers of the assets in these proceedings.

THE COURT: Okay. Let me ask you this. It is not reasonable
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for the creditors in the CCAA proceeding to reasonably expect that the Regulator is going
to exercise its legislative authority with the possibility of requiring some sort of security?

MS. CAMERON: Yes, in respect of purchasers, the parties who are
assuming the obligations and on a go-forward basis are going to have that responsibility
for ensuring those obligations to be addressed. But if the answer is that on a go-forward
basis, even where there is a third-party who is addressing those obligations, that creditors
still aren't entitled to recovery in oil and gas insolvencies, I think that's very problematic
for the energy industry.

THE COURT: Sorry. Just say that part again.

MS. CAMERON: Yeah. I said with regards to purchasers, yes, that
makes sense, but where there's circumstances where you have a purchaser who is going to
assume the go-forward obligations and the environmental obligations, but the creditors of
an oil and gas company still remain on the hook and have to backstop those --

THE COURT: Well, and I think that maybe that is an area where
I was unclear from the materials whether this security deposit was meant to cover the
particular assets that were being transferred or whether they were meant to cover the
remaining assets.

MS. CAMERON: So, there's both. So, there's the $4,000,000 to
cover the assets being transferred --

THE COURT: M-hm.

MS. CAMERON: -- but in the respect of the assets not being
transferred, that's where the approximate $20,000,000 of security comes in. But while those
aren't being transferred by way of a traditional asset transaction, they are -- the liabilities
are being assumed by way of the Share Purchase Transaction --

THE COURT: M-hm.

MS. CAMERON: -- which is a result of the court application -- in
June of this year, we actually sought the ability to move up the ability to close the Share
Transfer Application so that as soon as either the 0-6-9 or 0-7-1 transaction is able to close
we can trigger the closing of the Share Subscription. So the two kind of --

THE COURT: It only takes one?
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MS. CAMERON: -- proceed together.

THE COURT: Does it only take one or does it take both, the 6-
9 and 7-1?

MS. CAMERON: It only takes one because they are -- they are
somewhat related entities, so 0-6-9 and 0-7-1, and then 0-7-1 is both an Asset Transaction
and the Share Purchase Transaction. So, because at the time 0-7-1 hadn't had licence
eligibility, it does now, to try to speed up the conclusion of these proceedings we sought
the ability to move forward with the 0-6-9 transaction and then advance the Share Purchase
Transaction with the ability then of the new AlphaBow that emerges from these
proceedings being able to advance the other two Transfer Applications.

And so, turning to what is and isn't permitted under the Stay of Proceedings, I'd like you to
look at -- if you have a copy of the Amended and Restated Initial Order --

THE COURT: M-hm.

MS. CAMERON: -- in front of you? So, if you could turn to
paragraph 17 of that order? And you'll also want to have with you a copy of our brief, and
tab 1 of the brief, because you'll want to look at that in conjunction with Section 11.1.

THE COURT: Sorry. In conjunction with?

MS. CAMERON: Section 11.1 of the CCAA.

THE COURT: Yes.

MS. CAMERON: Okay. So, the starting point of paragraph 17 of
the ARIO provides that:

During the Stay Period, all rights and remedies of any individual, firm,
corporation, governmental body or agency, or any other entities ...
whether judicial or extra-judicial, statutory or non-statutory against or
in respect of the Applicant or the Monitor, or affecting the Business
or the Property, are hereby stayed and suspended ...
So, that's broad. So, the starting point is --
THE COURT: Nothing.
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MS. CAMERON: -- nobody can take any actions --

THE COURT: Right.

MS. CAMERON: -- and then there's a carve out of it.

THE COURT: M-hm.

MS. CAMERON: And I submit there's only two provisions under
that carve out that potentially relevant here, and I'm going to walk you through why we
submit that it doesn't apply.

THE COURT: Okay.

MS. CAMERON: So, the first one is sub (b), which says that the
stay doesn't:

(b) affect such investigations, actions, suits or proceedings by a

regulatory body as are permitted in Section 11.1 of the CCAA.
And so then when you turn to Section 11.1(b), at the very bottom of it, it generally provides
that regulatory bodies are permitted to continue investigations -- which isn't an issue here
-- and that they can take action, suits, or proceedings, "other than the enforcement of a
payment ordered by the regulatory body or the Court." And so that's the starting point. We
say by preconditioning the transfer on the payment of money by AlphaBow, that's contrary
to Section 11.1(2).

THE COURT: What about four?

MS. CAMERON: So, going to -- sub (4) is where there is a dispute
as to whether a regulatory body is seeking to act as a creditor --

THE COURT: Right.

MS. CAMERON: -- or as a regulatory body.

THE COURT: And that is where we are right now. Yes.

MS. CAMERON: Now, moving to (4) -- going back to 17, sorry,
(e), now that also is where there is a carve-out with regards to compliance with statutory
regulatory provisions relating to health, safety, or the environment. So, that is the other
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provision that we say, to the extent there is provisions that could apply, that would be it,
but we say it similarly doesn't apply. The requirement for security here is not like an explicit
under the Act everyone must post security --

THE COURT: No.

MS. CAMERON: -- in 'X' amount. It's them taking an action to
exercise their discretion to request security. So it's not a specific statutory provision that
they are relying on. And, furthermore, we submit that there's no evidence here that there's
a safety or environmental issue regarding the security and that even posting security would
address an environmental issue. As noted previously, the sites are with the OWA as
providing care and custody of them and we have purchasers in this instance to assume the
environmental obligations.

Further, in the case of Abbey Resources, which is at tab 7 of our brief, in that case the
Minister sought to suspend Abbey Resources' operations due to the failure to post a security
deposit. And in that case, in support of their request to suspend they noted concerns in the
purpose of public safety and protection of the environment. And the Court in that case at
Section 62 noted that the Minister hadn't demonstrated that there was a public safety or
environmental issue, which is the same as in this case. But then the Court also goes on to
note that the request of a security deposit was a debt obligation. And as noted at paragraph

THE COURT: Where is that?

MS. CAMERON: That's at paragraph 62 of the Abbey Resources
decision.

THE COURT: Yes.

MS. CAMERON: And the regulatory regime in that case has a

similar provision to what exists now under the amended Section 103 of the Oil and Gas
Conservation Act --

THE COURT: Well, we will talk about 103 in a bit, but --
MS. CAMERON: Yes. But it has --
THE COURT: -- and what that -- what that really does.

MS. CAMERON: -- it has a similar provision where there's the
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ability -- the request for security creates a debt and there's an ability to take steps to collect
on it.

THE COURT: Yes. What -- I mean, the opening words of 103
are something to the effect of, In this section a debt means...

MS. CAMERON: Yes.

THE COURT: I mean, are you suggesting that that is a debt for
all purposes when it says, In this section, and there is the definition of debtor and there is
a second definition of something, and then it sort of sets up the ability of the Regulator to
-- I am going to say register a lien -- that is probably the wrong word -- and then a
mechanism for enforcing the lien? So, are you --

MS. CAMERON: So --

THE COURT: Like I am just trying to --

MS. CAMERON: Yeah.

THE COURT: -- like I read your argument about 103 --

MS. CAMERON: Yeah.

THE COURT: -- ' looked at 103 --

MS. CAMERON: Yeah. So, 103, no, do they -- does the provision
specifically apply in these circumstances? No. But does it signify an intention that security
can be considered a debt obligation, and that it is a payment obligation, as opposed to
purely regulatory? Yes. And I note too in the Yukon Zinc case, which is relied on by my
friends --

THE COURT: M-hm.

MS. CAMERON: -- the consideration of the Court there in terms of
whether a security deposit in that case was a debt versus a regulatory obligation was, is
there a mechanism to seek to enforce it and collect on it. And in this case, is the AER by
seeking security seeking to have a super priority lien? No. But in requesting the security,
it is basically the same effect, in that, if you don't post it, the transfer is thwarted. So, yes,
it's not enforcing it through a lien, it's enforcing it by saying, Either pay me or no transfer

ocCcurs.
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1
2 THE COURT: Right.
3
4 MS. CAMERON: Now, turning to the Redwater argument -- now,
5 Redwater dealt with a very different circumstance. It didn't deal with a Stay of Proceedings.
6 It dealt with how funds should be distributed at the end of the proceedings and whether or
7 not -- and in circumstances where limited assets were sold and the majority of the assets
8 were going to end up with the Orphan Well Association. And in order to respond to that,
9 in that case, the Regulator issued Abandonment Orders and was just seeking to have those
10 obligations to clean up those sites addressed ahead of funds being distributed to creditors.
11
12 And so, what I would submit is the analysis that's in the Redwater case is what would be
13 relevant at the end of these proceedings once the transfers occur and the creditor trust is set
14 up when this Court is determining how funds should be distributed to the Estate. It doesn't
15 deal with the specific circumstances in terms of whether or not the Stay of Proceedings
16 would apply to security requests in these circumstances or whether it should.
17
18 But I do note there is still some useful guidance provided in the Redwater decision. I note
19 at paragraph 113 of the Redwater decision, the Court in that case noted there were aligned
20 goals of seeking to ensure that end-of-life obligations are satisfied while seeking to
21 maximize recovery for creditors. We submit that's exactly what AlphaBow is trying to seek
22 to do here. It has purposely sought and obtained transactions that will ensure environmental
23 obligations will be addressed while with the funds in the Estate seeking to ensure those are
24 able to be distributed as soon as possible to creditors in order to maximize recovery for
25 them.
26
27 Also, the crux of Redwater was focused on the foundation regulatory rule that in the oil
28 and gas context licensees have to address their environmental obligations. And, again, in
29 this case, we have sought and obtained transactions that does it -- and ensures that those
30 obligations are being assumed, which is one of the options under the AER's regime at that
31 time that the Supreme Court looked at, in that, in order to address your environmental
32 obligations your options were carry out closure work, package assets and transfer them, or
33 one of the other options they had mentioned was you could drill more wells to increase that
34 viability rating that they had at that time.
35
36 Now, more specifically, though, paragraphs 155 to 158 of the Supreme Court's decision
37 dealt with the AER's transfer regime, as it then was, which, again, we submit is very
38 different from the current requirements.
39
40 THE COURT: Okay. And on that point, if you could just

41 highlight how you say it is different.
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MS. CAMERON: Yeah. So, at the time, the AER had existing
licence liability rating requirements. So, basically, the AER, for each site there's a deemed
asset value and a deemed liability value. You had to have a minimum --

THE COURT: One divided by the other.

MS. CAMERON: Yeah. And you had to have a minimum
requirement of one.

THE COURT: Right.

MS. CAMERON: If you did not have a requirement of one, you had
to post security to offset the difference.

THE COURT: Yes.

MS. CAMERON: So, that is a standard requirement that applies to
everybody and all circumstances.

THE COURT: Yes.

MS. CAMERON: And you'll see in the Supreme Court's decision,
they note they waived or reduced that requirement in certain circumstances, but that there
was a standard rule that applied. Now what we have here under the new regime of the AER,
and you'll have seen through Manual 023, which is included in Mr. Gosselin's materials,
it's more of a discretionary requirement. They retain their discretion. In their Manual there's
a table that can be used, but it doesn't have to be used. And you'll have also seen in Mr.
Gosselin's materials he notes, in his view, they -- they were kind to AlphaBow in the
amount of security sought and that they're only seeking 10 percent when they said they
could have requested the full --

THE COURT: 205.

MS. CAMERON: -- $205,000,000. Right. So, you've gone from a

very standardized system, not much discretion, to now a very discretionary system.
And so, going to the last portion of paragraph 155 of the decision, specific to the AER's
Licensee Liability Rating, or LMR, as they've referred to it in that sentence, at the bottom
half of that paragraph, the Court found in those circumstances under that system the LMR
conditions were non-monetary obligations of the Estate saying:
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...since they must be satisfied before the Regulator will approve the
transfer of any of Redwater's licences.

And what I'd submit there, part of it is that wasn't discretionary, it was a black and white
regulatory requirement, you must have an LMR of one, and that there's a difference there
between the exercise of discretion versus a standard regulatory requirement. And then at
the bottom of -- the other last few sentences of that paragraph, the Court goes on to note
that:

... even apart from the LMR conditions, licences are far from freely
transferrable.

And then it goes on to say:

The Regulator will not approve the transfer of licences where the
transferee is not a licensee under the OGCA, The Pipeline Act, or
both. The Regulator also reserves the right to reject a proposed
transfer where it determines that the transfer is not in the public
interest, such as where the transferee has outstanding compliance
issues.

So, while that's not saying those are the only factors, in that circumstance you'll see the
Supreme Court was looking at types of factors and discretion the Court or a Regulator
would look at. They are things that are more -- less subjective, I would submit. At --

THE COURT: So, can I just -- let us go back to the LMR and
the --

MS. CAMERON: Yeah.

THE COURT: -- and the setting of a discretionary amount.

MS. CAMERON: Yeah.

THE COURT: Is it the fact that in the old regime that was at play

in Redwater, the amount of the security that might be required to bring yourself back into
compliance was like baked in the formula. That is the distinction that you are drawing
versus now where the amount of the security deposit to bring back into compliance, or
attempt to bring back into compliance, is discretionary. That is the basis upon which you
would say that Redwater is distinguishable?


https://www.canlii.org/en/ab/laws/stat/rsa-2000-c-o-6/latest/rsa-2000-c-o-6.html
https://www.canlii.org/en/ab/laws/stat/rsa-2000-c-p-15/latest/rsa-2000-c-p-15.html
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MS. CAMERON: It's one of the basis upon which 1t is
distinguishable. As noted, part of it was in terms of when that assessment in the Abitibi test
comes in, and that that's really at the distribution stage.

THE COURT: Okay.

MS. CAMERON: Right? Because looking at the Abitibi test, that
doesn't fully fit here where -- right -- you're dealing with the new requirement, this isn't the
-- you can't say this is the environment -- preexisting environmental obligations that existed
-- pre-date those are being assumed. So, this is really a new post-filing obligation that the
AER is exercising its discretion to create.

THE COURT: M-hm.

MS. CAMERON: And it also goes to the nature of the obligation
where I do think there's a difference between a black and white requirement, you must do
this, as opposed to an exercise of discretion by a Regulator.

THE COURT: And why is that different in principle? Because
in both cases, is the Regulator not carrying out its legislative mandate by requiring the
security deposit to be made in the first place?

MS. CAMERON: So, potentially. One, you have clear legislative
intent of what the legislators and the direction from government is, This is what needs to
be done. The next is an exercise of discretion, which in the Sydco decision we referred to
at tab 4 of our materials, which was a Justice Romaine decision, she notes the role of
insolvency courts when there is a Regulator acting -- exercising their discretion and the
consideration of that exercise of discretion in accordance with the purposes of the
insolvency proceeding.

THE COURT: Okay. While we are on the topic of that decision,
that is a decision that was rendered pre-Supreme Court Redwater. 1 agree it is Justice
Romaine, but it seems, at least at first glance -- I am just not sure what the status of that
decision is --

MS. CAMERON: Yeah.

THE COURT: -- given that there is a lot of reliance on the Court
of Appeal's decision in Redwater.
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MS. CAMERON: Yeah. So, certainly it is pre-Redwater, but it's

still, I believe, the comments regarding discretion and the considerations and that discretion
is an absolute still continues to apply, notwithstanding what happened and what occurred
in Redwater.

THE COURT: Okay.

MS. CAMERON: And so, again, in that case, the Court looked at

what factors the AER should consider and is appropriate for them to consider when
exercising the discretion. And that was a case that was decided at the time when the
company was -- or the Receiver in that case was seeking approval of a transaction. And at
that time they were aware the Regulator had certain concerns regarding the nature of that
transaction.

And while some of those concerns, you are right, relate to how the AER was going to apply
and interpret the lower court Redwater decision, also what was discussed was the relevance
and the appropriateness of a Regulator considering non-compliances and factors related to
the debtor corporation that would undermine the insolvency process. So, in that case, for
example, Justice Romaine looked at and noted that it would be unreasonable or improper
to consider the debtor company, in that case, Sydco's non-compliance related to certain
financial obligations that would be resolved through the insolvency process in terms of
denying a Transfer Application.

So, similarly, we says it's the same case, in that, it's similarly unfair and inappropriate to
use the fact that AlphaBow is insolvent as a basis to say it has to post copious amounts of
money that it doesn't have in order to be able to advance its restructuring in this process.

THE COURT: Okay.
MS. CAMERON: Similarly --
THE COURT: Sorry. On that point then, are you saying that the

Regulator is -- perhaps not the right word but -- on purpose because it is an insolvency is
requiring the security deposit?

MS. CAMERON: So --
THE COURT: Maybe not exactly the right -- like I am --
MS. CAMERON: -- SO, W€ --
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THE COURT: -- I cannot think of a better word, but --

MS. CAMERON: I struggle with the requirement for the security
deposit. As you'll have noted, they hadn't requested it for any of the other transactions
despite AlphaBow still having a large and active inventory of over $200,000,000 and
having the same financial considerations.

THE COURT: Right. But they say it is because there were not a
lot of transactions and other things that Mr. Reid will tell me about, but...

MS. CAMERON: Yeah. But the absurd result of that is then in oil
and gas insolvencies if we only sell small amounts of the assets no security is required?
And how does that achieve the public interest or goal of protecting the Orphan Fund?

THE COURT: I do not know.

MS. CAMERON: But, again, going back to the exercise of
discretion, I do note at section -- at paragraph 116 of the Redwater decision that the Court
in that case warned that if the Regulator was to seek to use its powers to alter or reorganize
priorities, that that exercise would be inoperative. So, again, that is what we are submitting
is occurring here is -- it's a situation where the Regulator is looking to not only have the
obligations assumed, but to also scoop the proceeds in the Estate, and that that's not
appropriate. If it wants to -- once the share -- or the Subscription Agreement closes request
security from the purchaser when they've had the ability to assess the purchaser under its
Manual 23 requirements, it's welcome to do that. But the fact that they're looking in this
circumstance to basically block the transactions that have been approved by the Court for
a significant period of time --

THE COURT: Subject to regulatory approval.

MS. CAMERON: Yes. But, again, that regulatory approval and
discretion, it's not unlimited, right, it has to be exercised reasonably, and, I would submit,
in a manner that doesn't frustrate the CCAA proceedings.

THE COURT: Perhaps.

MS. CAMERON: So, our alternative argument is if you accept that
the Regulator does -- that the request for security is not the exercise of a right or
enforcement of a payment that is stayed under the ARIO or Section 11.1, that the Court
still has the authority to grant the relief sought and to stay the ability of the AER to do so,
and it's our position that it should do so.
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1
2 And so there's three requirements that have to be satisfied by this Court to be able to stay
3 the -- an exercise of an action by a regulatory body. So, step 1 is the regulatory body and
4 parties likely to be affected have to be served?
5
6 THE COURT: Where is this from? What is the authority?
7
8 MS. CAMERON: Sorry, this is Section 11.1(3) --
9
10 THE COURT: Okay. Still --
11
12 MS. CAMERON: -- of the CCAA.
13
14 THE COURT: Yes. Okay.
15
16 MS. CAMERON: So, sub -- so, the next step is the Court has to be
17 of the opinion that:
18
19 (a) a viable compromise or arrangement could not be made if that
20 subsection were to apply.
21

22 And so, we submit that the AER is able to assert a claim for funds that AlphaBow doesn't
23 have, so the $20,000,000, that this will clearly be the case where AlphaBow is not able to

24 move forward in its restructuring process because it won't be able to meet the precondition
25 of closing the remaining transactions.

26

27 Now, subsection -- the third section of this is whether or not it would be contrary to the
28 public interest in granting the relief sought. And in this case, we submit that granting the
29 relief sought will actually further the public interest in these circumstances, in that, not
30 only does it provide a mechanism for recovery for Alberta stakeholders and enables
31 AlphaBow to exit these proceedings, it also provides a pathway to have these
32 environmental obligations addressed, including having the Alberta Energy Regulator
33 having the new parties they can collect security from, they can regulate, keeping these
34 assets from remaining with the Orphan Well Association.

35

36 Now, further public interest considerations --

37

38 THE COURT: Just -- can I just stop you on that?

39

40 MS. CAMERON: Yeah.

41
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THE COURT: Can you just unpack that a little bit more and tell
me what -- how you -- like just break it down for me --

MS. CAMERON: Sure.

THE COURT: -- further.

MS. CAMERON: Sure. So, should the AER be able to require the
$20,000,000 -- now my friends have noted and proposed in their materials we could go out
and seek to try to raise $20,000,000 -- and we can certainly -- AlphaBow can certainly try
to do so. But in circumstances where they have sold all their assets, the likelihood of
someone willing to give $20,000,000 that they never will receive back --

THE COURT: For no value.

MS. CAMERON: -- for no value is highly unlikely.

THE COURT: M-hm.

MS. CAMERON: And so, in that case, you have a circumstance
where the assets are staying with the --

THE COURT: They are just going to end up --

MS. CAMERON: -- Orphan Well Association --

THE COURT: -- they are just going to end up there.

MS. CAMERON: Yeah.

THE COURT: That is what you mean.

MS. CAMERON: Yeah. And to be fair, there are funds in the Estate
if this process craters could be provided to the Orphan Well Association, the approximate
$12,000,000 that are currently held. But we submit that's a way worse outcome where --
than what's being proposed through the four transactions outstanding, where there's
opportunities for cure costs to be paid, the assets to resume operations, which is an
important consideration in these proceedings, jobs to be created, royalties to be obtained,
go-forward municipal taxes, service lease payments. And also in addition to the benefits of
allowing the transactions to proceed and AlphaBow exit it, there's also the benefits to this
court process and the integrity of oil and gas insolvencies that are further supported by not
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permitting the AER to request security in circumstances such as these.

So, firstly, on that point, there is what I submit -- and I do recognize and appreciate the
Purchase and Sale Agreements provide for the ability of the Regulator to exercise their
discretion -- but, again, as previously noted, it's not absolute, and there should be serious
concerns in circumstances like this where in the usual course the Court doesn't permit
stakeholders and creditors to lay in the weeds and wait until late in the process to advance
claims or assert rights. And that's what I submit has occurred in this circumstance. And in
doing so, as well, the Regulator is seeking to act outside of this Court's single proceeding
model to seek to extract value from the Estate. And this is being done in circumstances
where they have known about these transactions for over a year and where Court approval
occurred more than 9 months ago. And yet, it's only now, at this hour, that the Regulator is
seeking to frustrate a transaction that it didn't appeal.

I note that in other court cases, including the Just Energy case and Bzam case, which are at
tabs 5 and 6 of our material, the Court in those cases found that the circumstances warranted
the court intervention to prevent the Regulators in those cases from suspending or
cancelling licences where it would have the effect of taking value out of the Estate. Now,
in two of those case the companies were still operating, so that fact is different, but I submit
it's similar facts where it's a regulatory action that's seeking to frustrate the potential
restructuring of a company, which Courts in the past have been willing to step in and
prevent from occurring.

In terms of undermining the process as well, and the court process, which we submit is
another reason why it's not -- why the public interest benefits from the granting of the relief
sought is that otherwise it creates significant uncertainty for these oil and gas insolvencies
where at any time the Regulator can veto a transaction on a very discretionary basis, such
as in this case, the insolvency of AlphaBow. I have no concerns about the Regulator
exercising discretion along the lines of what was set out in Redwater and in Sydco where
the Regulator is considering things such as is a purchaser -- does the purchaser meet the
regulatory requirements. And you'll have seen for the 0-6-9 transaction, they carried out
that assessment for the purchaser. But there should be significant concern where the
Regulator can at any time -- and late in a process -- especially late in a process -- exercise
its discretion in a matter that prevents a restructuring from proceeding. In this case, by
seeking funds from an insolvent company, which it lacks the funds to pay.

In this case, I note AlphaBow spent significant time seeking stay extensions seeking to
advance these transactions, which the AER, again, from being on the service list was well
aware of, and yet took no steps until very recently to advise that it had concerns about
AlphaBow's lack of finances, which was going to impact its ability to advance these
transactions. And while we are fortunate in this circumstance that AlphaBow has had funds
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in the Estate that can continue to proceed on, if we continue on the course that we're going
on, where we're potentially having to proceed down regulatory appeals and further
uncertainty regarding what amounts of security will be requested, we're just going to eat
away the value in the Estate that could otherwise be distributed to creditors, which is also
contrary to the Court's focus in these proceedings for a transparent single process. Where
in this case we'd be proceeding under this process with no certainty and very low
transparency as to what's occurring and when it's going to occur. And beyond that, there's
also the significant time that it would require. Normally, in these insolvency processes,
things need to move quickly, and move quickly in order to ensure that the benefits and the
goals of the CCAA are obtained and achieved. That -- that won't occur otherwise, if we're
in this constant loop of having to apply, find out what security will be requested from
AlphaBow, and then continually reapplying or appealing the process until hopefully we get
a number that the company can afford, all while its assets continue with the Orphan Well
Association and are not producing or being maintained as they would as a licensee.

And so, while I'm sympathetic to the Regulator wanting to mitigate risk and ensure that
liabilities are addressed, especially given the growing size of the Orphan liabilities, the
decision to seek security in this circumstance isn't going to help to achieve those goals,
because the reality is AlphaBow doesn't have that money. And also, in allowing the AER
to request security from the debtor in circumstances where the environmental obligations
are addressed, that is seeking to obtain an advantage that they're not otherwise intended.
Again, in AlphaBow, the Court was looking at creditor obligations versus debtor
obligations with the understanding there's a finite amount of what that obligation is, which
is the environmental obligation. Here we have purchasers assuming that obligation. So, any
amount the AER 1is seeking above and beyond what it's achieving through having those
assets assumed by third-parties.

And, furthermore, as noted previously, not only would the AER being having the creditors
backstop and fund this extra security in addition to have all the liabilities assumed, but then
there's no mechanism for AlphaBow's creditors to get those funds back should the
purchasers meet their regulatory obligations. So, it results in a windfall for a party and no
remedies or recourse for the creditors of AlphaBow's Estate.

And so, in summary, we submit that not only is the request for security in the first instance
stayed, that it isn't a regulatory obligation for the purposes of Section 11.1, that it is a
request for a payment of funds that is stayed in this process. There is no regulatory function
over AlphaBow being achieved by collecting the security. AlphaBow's assets are already
with the Orphan Well Association. The only thing being achieved is obtaining funds that
would otherwise go to AlphaBow's creditors, assuming AlphaBow had the funds. But in
this circumstance, all that is being achieved is the frustration of these process -- of this
process because there's no ability for any party to transact if the condition is going to be
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that $20,000,000 has to be posted by AlphaBow.
As noted, in the alternative, if the Court does accept the position that this is a regulatory
obligation that isn't stayed, we submit that it should be stayed, as it is contrary to the public
interest. It creates unfairness to the other stakeholders in this process. It undermines the
transparency and judicial oversight in these proceedings through having after sought Court
approval and various amendments to allow the Regulator to have a veto on such a
discretionary basis. It further cedes control over oil and gas insolvencies substantially to
the Alberta Energy Regulator. And it prevents AlphaBow from both maximizing value and
ensuring that all of its environmental obligations are addressed.
Subject to any questions, those are my submissions.

THE COURT: Thank you, Ms. Cameron.
I am just going to suggest we take a short break till let us say 3:35?

THE COURT CLERK: 3:30, Sir?

THE COURT: 3:35.

THE COURT CLERK: Thank you.

(ADJOURNMENT)

THE COURT: Please be seated.
I will just ask if there is anybody who would like to speak in favour of the application?
Okay.
Mr. Reid, are you going next?

MR. REID: I believe it will be me.

THE COURT: Yes.

Submissions by Mr. Reid (Stay of Regulatory Action)

MR. REID: Sir, as a starting point, I'd like to introduce Maria
Lavelle, she's with the Alberta Energy Regulator, she's joining me today. Also online is
Dakota Bailey, who is an Associate in our Edmonton Office, she's assisting with this. Ms.
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Cameron went over our materials that [ would refer to today. There's the affidavit of Trevor

Gosselin, our reply brief, but there's also a book of authorities. Did you get that, Sir?

THE COURT:

MR. REID:

THE COURT:

MR. REID:

THE COURT:

MR. REID:

THE COURT:

MR. REID:

THE COURT:

MR. REID:

THE COURT:

MR. REID:

THE COURT:

MR. REID:

[ mean, yes.

Yes? Okay.

Yes.

Thank you.

I got what was in the email.

I will refer to it.

Okay.

So --

You have not sent hard copies though?
I did not. I was advised that your --
No.

-- preference is just electronic.

Yes.

I think the -- how I'm going to start off my reply,
Sir, 1s to maybe take a step back and talk about what brought on the application that is --
for the regulatory stay. And what happened is there was a post-filing Licence Transfer
Application by AlphaBow in which they sought to have sort of licences of AlphaBow
transferred to Cascade Capture Ltd. which the Alberta Energy Regulator conditionally
approved subject to each of AlphaBow and Cascade complying with certain Licence
Transfer conditions. And those Licence Transfer conditions included a requirement that
Cascade and AlphaBow post security with the Alberta Energy Regulator in the amount of
5,000,000 and 20,000,000 respectively. And those are approximate amounts. And for the
Court's information, those conditional Licence Transfer Approvals, they can be found in
Mr. Gosselin's affidavit at Exhibits G and H.
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What I think is important to keep in mind is that the -- this Licence Transfer Application,
it was part of broader transaction that was approved by the Court last December where a
related party to Cascade will assume the shares in AlphaBow for $1 -- $1 and the ultimate
result of this series of transactions is that AlphaBow will remain a non-operating entity, all
of its approximately 8,000 remaining licenced wells, facilities, and pipelines, will continue
to be either inactive or suspended, AlphaBow will remain with over 200,000,000 in
abandonment and reclamation obligations, and AlphaBow's core viable properties will
have then been transferred out to Cascade or others.

So, and this is described somewhat in paragraphs 44 and 45 of Mr. Gosselin's affidavit
where he says: (as read)

Following the proposed Licence Transfer Application and related
asset transactions, AlphaBow will be left with over 3,000 inactive
wells, all of which only 184 are economically viable if reactivated.
The AER is aware that the remaining licenced assets will be retained
under the existing AlphaBow entity through a Reverse Vesting Order
whose ownership has intentions to have the company reemerge as a
going concern. However, the income from the remaining licence
assets, if reactivated, would be markedly insufficient to meet
AlphaBow's ongoing environmental obligations. For further context,
AlphaBow currently consists of just under 8,000 licences consisting
of wells, facilities, and pipelines.

So, that's the overall transaction that -- or result of where AlphaBow will be after these
Licence Transfers and these transactions. So, from the AER's perspective, AlphaBow will
be in a substantially worse off state than when it filed for its insolvency proceedings in
March of last year, as it will retain much of the liabilities without the asset base to support
its ongoing regulatory and liability obligations.

Now, why is this important? Because I think the Court was aware of this. Because, turning
to the first argument, as [ understand it, is that the AER is acting in its capacity as a creditor,
it's not acting as a Regulator in requiring AlphaBow to post security, and we believe that
this is incorrect, and I'm just going to have to do a little bit of monotonous review of the
book of authorities that we provided to you, Sir. And the first thing I will do is take you
tab 5.

THE COURT: Yes.

MR. REID: And this is the order, sales approval, and vesting.

This is the order -- Approval and Vesting Order that was granted by this Court in respect
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1 of the Purchase and Sale Agreement with 0-6-9 until eventually Cascade became its
2 nominee. And this is the transaction to which the conditional approvals that required the
3 security be posted pertained to. And I'm going to take you to page 2 of that document, and
4 it's section 3. And I know you're quite familiar with this already, Sir, but [ am going to put
5 it on the record because it does contain what is customary Alberta Approval and Vesting
6 Order template language, that: (as read)
7
8 The vesting of the properties is subject only to approval by the Alberta
9 Energy Regulator of the transfer of any applicable licences, permits,

10 and approvals, pursuant to Section 24 of the Oil and Gas

11 Conservation Act (Alberta) and Section 18 of the Pipeline Act

12 (Alberta).

13

14 Now, Sir, I apologize, I don't have Sections 24 of the Oil and Gas Conservation Act or 18

15 of the Pipeline Act in my book of authorities, but I can read to you what those provisions

16 say.

17

18 THE COURT: You can tell me what they say.

19

20 MR. REID: So, starting with the -- Section 24 of the Oil and

21 Gas Conservation Act, that's the Transfer of Licence provision, and it says:

22

23 (1) A licence shall not be transferred without the consent in writing of

24 the Regulator.

25

26 Sub (2) provides:

27

28 (2) The Regulator may consent to the transfer of a licence subject to

29 any conditions, restrictions and stipulations that the Regulator may

30 prescribe, or the Regulator may refuse to consent to the transfer of a

31 licence.

32

33 The Pipeline Act similarly is -- the transfer of licence provision is --

34

35 THE COURT: Same thing.

36

37 MR. REID: -- Section 8 and it has very -- identical language

38 --

39

40 THE COURT: Same thing.

41
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MR. REID: -- essentially. So, I think that's important context
because the transaction was subject to these two provisions, which provide that they are
subject to any conditions, restrictions, and stipulations that the Regulator may prescribe.

So, if I could take the Court then to tab 2 of our book of authorities.
THE COURT: M-hm.

MR. REID: This is the Oil and Gas Conservation Act. And
these are some of the rules, requirements, and restrictions, pursuant to Section 24, and if
go to Section 10, this is -- and this is on page 2 if you --

THE COURT: [ am there.
MR. REID: Okay. It says, "Rules":
10(1) The Regulator may make rules
And then (b) provides:

(b) requiring licensees and approval holders to provide to the
Regulator deposits or other forms of security to guarantee the proper
and safe suspension, abandonment and reclamation of wells and
facilities and the carrying out of any other activities necessary to
ensure the protection of the public and the environment, including
rules respecting the amount and form of those deposits and security
and how they may be used, retained, forfeited and returned.

And then tab 3 is the Oil and Gas Conservation Rules. And I'm going to reference -- take
you to the second page of that. And this provides that -- at Section 1.120:

A licensee or approval holder shall provide a security deposit in
accordance with Directive 068 where ...

And I think this is important because my friend -- and I wrote it down -- talked about
Redwater and how it was regulatory regime that was a lot less subjective. But I'm looking
at the language of these Rules, and here's what's being applied in the circumstances of this
case. So:

A licensee or approval holder shall provide a security deposit in
accordance with Directive 068 where ...
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And I think (a) is important:

(a) the licensee or approval holder is the holder of a licence or
approval respecting any well or facility that is in either an inactive or
abandoned state.

So, that applies both to Cascade, and it will also apply to AlphaBow following this whole
transaction structure. (c):

(c) the licensee’s or approval holder's level of financial distress is
high, according to the results of a licensee capability assessment
conducted under Directive 088.

And, of course, I think, if you look at the documents of the exhibits, the Regulator both
assessed Cascade as well as AlphaBow's financial risk as quite high applying that, what
they call the LCA.

And I think (d) is also applicable:
(d) the licensee or approval holder has not complied with any
requirement applicable to the licensee or approval holder respecting
closure, including a closure quota.

So, that's 1.12. But then I think 1.130 is also applicable to this Court, where it says:
The Regulator may require a licensee or approval holder to provide a
security deposit at any time the Regulator considers it appropriate to

do so to offset the estimated costs of

(a) suspending, abandoning, remediating or reclaiming a well, facility,
well site or facility site,

(b) providing reasonable care and measures to prevent impairment of
or damage to a well, facility, well site or facility site, or

(c) carrying out any other activities necessary to ensure the protection
of the public and the environment.

And so, I think that it's important for this Court to know, and I know you're already attuned
to this, is that when that transaction that led to this application today was approved, it was
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subject to Section 24 of the Oil and Gas Conservation Act and the Pipeline Act, and there
were specific rules and requirements that are in the legislation that suggest that a security
deposit is and would be required. And so, the reason I'm taking the Court here is two-fold.
First, the AER is requiring a security deposit. It's not acting as a creditor, as is suggested
in AlphaBow's brief and submissions, it's acting as a Regulator. And it's not stayed by the
Amended and Restated Initial Order from requiring this security deposit.

This is not a situation where AlphaBow is looking to stay a prefiling regulatory order like
let's say, for example, the March 2023 order that required the posting of $15,000,000
security. Pre-filing, stayed, got it, monetary obligation. This is situation where Cascade and
AlphaBow after approval applied to the AER post-filing and per the court order and subject
to the AER's regulatory regime to seek a Licence Transfer. So, the AER in applying its
regulatory authority in accordance with its directives and statutory mandate conducted an
assessment of AlphaBow both before and after the proposed transaction, and in requiring
that AlphaBow post security, Mr. Gosselin at paragraph 46 of his affidavit, he says this:
(as read)

In assessing the security required for AlphaBow pertaining to the
Licence Transfer Application, I took into account the large amount of
inactive inventory and the high inactive liability associated with the
properties that would be remaining with AlphaBow post-licence
transfer, AlphaBow's high level of financial distress based on the
Licensee Capability Assessment, and, three, the lack of significant
assets remaining with AlphaBow to manage clean-up obligations
associated with the vast properties.

So, I think, in summary, Sir, it's not that the AER is seeking to enforce a monetary
obligation, there's no debt obligation that's being enforced, the AER is requiring a security
deposit to mitigate the risk of AlphaBow not being able to comply with its regulatory
requirements post-transaction. And this is within the regulatory mandate and jurisdiction
of the AER, which is described at paragraph 7 of Mr. Gosselin's affidavit, which says: (as
read)

The AER's interest in statutory authority as Regulator is to ensure safe
and responsible development of energy resources in a manner that
protects public safety and the environment.

So, Sir, we're not -- I don't think we fit under the classification of a creditor where we're
stayed by the Amended and Restated Initial Order. In this case, I think it's quite clear that
the Energy Regulator was acting in its capacity as Regulator. It followed its directives. It
followed its mandate, and it made an assessment, a holistic assessment, in line with the
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1 regulations, to require a security deposit.
2
3 I just wanted to point out one other thing where there was a suggestion that there was a
4 waiting in the weeds. And I've got -- I've got two points to make, and I -- I'm going to go
5 to paragraphs 56 and 57 of the affidavit. And here Mr. Gosselin says: (as read)
6
7 Like all licensees, AlphaBow had the opportunity to request a pre-
8 application meeting before Cascade submitted the Licence Transfer
9 Application. It did not exercise this option. In contrast, on its own
10 initiative, Cascade met with the AER on October 15th, 2024,
11 November 25th, 2024, and January 10th, 2025, to discuss the licensee
12 eligibility and the Transfer Application process.
13
14 So, it's suggested that in December when this application was approved, the Alberta Energy
15 Regulator should have been there pounding the table saying, Here's what's going to be
16 required from AlphaBow to conduct this transaction. But they had the opportunity to meet
17 with the AER and they didn't take it before that -- before that application happened. And
18 Cascade did do that.
19
20 The other thing that I think is important to note is that at the time of the Transfer
21 Application -- or, sorry -- the Court approval of the Cascade transaction, at paragraph --
22
23 THE COURT: When you say the Cascade transaction, you are
24 talking about --
25
26 MR. REID: This group of transactions. The December 19th,
27 2024 group of transactions.
28

29 The AER hadn't received a Licence Transfer Application until March, and Cascade didn't
30 obtain its licence eligibility until April. So, it was very difficult for the Alberta Energy

31 Regulator to be able to conduct an analysis when it gets Licence Transfer Applications
32 every day, hundreds of them, thousands of them, to conduct its application and say, This is
33 what's going to be required of AlphaBow, this is what's going to be required of Cascade,
34 in December, when it wasn't until April, 4 months later, that Cascade even had eligibility
35 for a Licence Transfer Application.

36

37 So, I think that that addresses the point that it wasn't acting in its creditor capacity, it is
38 acting as a Regulator. How it protects itself when these transactions occur is that the court
39 order that was granted provides that it would be subject to the regulations. They applied
40 those regulations, and it does result in a requirement that security be posted by AlphaBow,

41 and that this should not be stayed because it is in the interests of the public because they -
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- AlphaBow at the end of this will be left with over 3,000 inactive wells, of which only 184
have been found to be viable if reactivated.

So, the second point that I'd like to make is that it's --

THE COURT: What about Ms. Cameron's point about it is
going to be left with those in any event either way. Like so the transaction is not approved
because there is -- or, sorry -- the transaction does not go ahead because there is an ability
to post the security, how is it -- and I do not know that I need to take this into account --
but how is it different from where we are right now? Let us say the CCAA4 does not result
in any -- work out and all of the licences end up in the Orphan Well Association --

MR. REID: So, that's where they are right now.
THE COURT: -- so how is it different?

MR. REID: So, where we are right now is that right now
there is several assets that may be viable to be able to deal with AlphaBow's regulatory
obligations currently.

THE COURT: I mean, from the --
MR. REID: If those --

THE COURT: -- from what I am gathering, perhaps in part --
like the remaining assets are completely insufficient to -- I mean, perhaps I am incorrect
and I am reading too much into what I have read, but it is -- and I am not saying that this
1s important, but I am just wanting you to address perhaps a little bit more head-on the
point of these assets may end up with the Orphan Well Association, in any event.

MR. REID: And prior to -- my understanding is what kicked
off the NOI proceeding was that the Orphan Well Association had actually brought an
application for the appointment of a Receiver. So, the OWA was actually taking steps --
enforcement steps -- to deal with these assets to try to go and conduct a sales process and
find their best result for those.

THE COURT: Okay.
MR. REID: So, if these transactions don't work out, I think,

is what I understand from the evidence, is that further sale and solicitation steps will be
taken to try to find a transaction that's more holistic and that will see better value coming
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to stakeholders, or the OWA will simply take its enforcement steps.

THE COURT: Okay. What I think I may be hearing is that there
is no transaction -- there will never be an ability to fully fund the abandonment and
reclamation obligations that exist with the assets that AlphaBow has --

MR. REID: Right now.

THE COURT: -- right now.

MR. REID: And then that's what I think we expect at this
time.

THE COURT: M-hm.

MR. REID: Now, if these transactions then go through, there
will be even less of an ability for AlphaBow to be able to meet its regulatory obligations.
So, it'll emerge from CCAA presumably --

THE COURT: M-hm.

MS. CAMERON: -- as a solvent going concern entity with
significant regulatory obligations, but without any viable assets -- barely any viable assets
to be able to meet his regulatory obligations.

THE COURT: And you say they are worse off -- it is a worse
situation because some of the money that will result from the closing of the transactions
that were approved in December, some of that money is going to go to other parties. s that
why they are -- why it is worse oft?

MR. REID: Well, I don't know if that's -- I don't know how
that would actually work because --

THE COURT: Neither do I.

MR. REID: -- my understanding is -- so AlphaBow sold
assets -- | think I heard $13,000,000 worth of proceeds have been recovered. AlphaBow
emerges from CCAA and it's going to have a bunch of liabilities. And following CCA4, 1
think it would then be subject to the regulatory requirements to post security because it's
going to have a bunch of deemed liabilities it's going to have to post security for.
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THE COURT: Right. And how is going to do that?

MR. REID: So, it's just going to be a workaround essentially
Redwater in that there would be proceeds to distribute to other creditors potentially without
the environmental obligations being satisfied.

THE COURT: M-hm.

MR. REID: So, I don't think it makes sense.

THE COURT: Okay. Sorry.

MR. REID: So, I guess, I think the next thing I'm going to
turn to is just turning head-on with the portion of the relief that's pursuant to 11.1 where
AlphaBow is seeking a Stay of Proceedings, pursuant 11.1(3), which says that:

On application by the company and on notice to the regulatory body

and to the persons who are likely to be affected by the order, the court

may order that subsection (2) not apply in respect of one or more of

the actions, suits or proceedings taken by or before the regulatory

body ...
So, right now, I don't know of any actions, suit or proceeding being taken by or before a
regulatory body that would be stayed in the circumstances. Right now it's that AlphaBow
has applied for Licence Transfers, but there's no actions, suit, or proceeding being taken by
the regulatory body to be stayed. But in any event --

THE COURT: But is not -- like is not the action that is being
taken by the regulatory body the requiring of the security deposit? I mean, that is what I
understand AlphaBow is looking to have stayed.

MR. REID: I was taking it more as in like an action taken like
enforcement action. But they're -- in this case, I read it as they are requiring regulatory
relief, which is in accordance with their statutory mandate and regulations.

But in any event, it's only possible if this Court is of the opinion that:
(a) a viable compromise or arrangement could not be made in respect
of the company...
And in this case, there's no compromise or arrangement being made. At the end of this,
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AlphaBow is going emerge with less assets and tons of liabilities, more liabilities.
And then:

(b) 1t is not contrary to the public interest of the regulatory body be

affected by the order made ...
And in our case, we think that it is against public interest because at the end of these
transactions there's going to be several liabilities, there's going to be a company that
emerges that's in worse off shape than when it entered, and there are -- will be $200,000,000
of liabilities that it will not be able to address.
And so, the security deposit requirement was calculated as low as the Alberta Energy
Regulator deemed it could physically be able to do while still maintaining its mandate of
ensuring public safety as well as the environment.

THE COURT: Is the manner in which the amount of the security
deposit calculated, is that something that arises from Directive -- I did not write it down --
but the directive that is referred to 1.120 or --

MR. REID: Manual 23, 1s that --

THE COURT: I do not know.

MR. REID: So, Manual 23 provides a range of security that
may be required at the time of a transfer based on the level of financial distress and cross-
over time of the producer.

THE COURT: So, 1.120 says:

A licensee or approval holder shall provide a security deposit in
accordance with Directive 068 ...
So, does Directive 068, does that tell us how the amount is calculated, the range, or -- what
does Directive 068 tell us?

MR. REID: I'll see if I have Directive 068 with me. Ms.
Lavelle did confirm that it is Manual 23 that is where the calculation was --

THE COURT: Okay.
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MR. REID: -- conducted. I will also note that at paragraph
47, Mr. Gosselin advises that: (as read)

Although AlphaBow suggests in its application and materials that the
AER is treating it unfairly, it is important to note that a 10 percent
security deposit on its estimated liabilities as required by the
conditional approval decision is a substantially reduced amount,
pursuant to Table 9, of Manual 23. The security deposit calculation
requirements typically provide that security deposits for companies
and the financial condition of AlphaBow are to be in the range of 97
to 100 percent of inactive well liability.

And that was consistent with the approach taken in the March 2023 order.

THE COURT: Do you have any submissions on Ms. Cameron's
point about the difference between the old regime, which had sort of a baked-in formula
versus the new regime, which appears to afford some discretion in the amount of a security
deposit that could be required by the Regulator? And perhaps, more importantly, whether
that is a difference without -- or a distinction without --

MR. REID: M-hm. And I'm just going to try to find the
evidence that was provided on this, because I do believe it's part of --

THE COURT: [ mean, paragraph 49 of your -- of Mr. Gosselin's
-- 1s that what you are thinking?

MR. REID: Well, paragraph 49 talks about the table of the
Manual, which is the range of the security deposit. But I think -- I think is what you're
asking for is the difference of the -- the former one-to-one liability management rating that
has been since changed to this more holistic assessment of a company where they look not
just at, Okay, how many wells are producing, how many wells are inactive, now it looks at
the overall financial condition of the producer, both before and after licence transfer. It
looks at more assets, not just its oil and gas assets, but cash, cash-flows. And it's intended
to better assess the company as -- and its ability to act as a going concern and to meet its
regulatory obligations.

THE COURT: Okay. Anything else?
MR. REID: Nothing further from me, Sir.

THE COURT: Okay.
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1

2 Okay. I will call on -- anybody else wanting to speak on AlphaBow's application?

3

4 Submissions by Mr. Zahara (Stay of Regulatory Action)

5

6 MR.ZAHARA: Zahara, 'R', for the record, Justice Bourque, I'm

7 legal counsel for the Orphan Well Association, from the MLT Akins LLP law firm. And I

8 do have some points to make.

9
10 And I think to make clear, we're fully supportive of the Alberta Energy Regulator's position
11 in respect to this application. And I do want to go into a little bit of the back issue, and I'll
12 try not to re-tread any of the steps of my colleagues, but I think there's some important
13 points to highlight in this case.
14
15 THE COURT: Okay.
16
17 MR. ZAHARA: And so please bear with me a little bit. If -- if you
18 want more or less, I'm happy to give more or less.
19
20 So, the initial filing for insolvency by AlphaBow was in response to a Receivership
21 Application being brought by the Orphan Well Association. When the Orphan Well
22 Association brings those Receivership Applications and appoints a Receiver, the Receiver
23 is entitled to go in and monetize those assets. And when it sells assets, the debtor's financial
24 wherewithal is not considered as part of the Transfer Application. So, what the Receiver
25 can do is package assets differently and sell those assets off, and then on the understanding
26 that all of the proceeds will then go to the abandonment and reclamation obligations of the
27 debtor entity that the Receiver is appointment over.
28
29 You know, prior to the Receivership Application proceeding, AlphaBow then filed a
30 Notice of Intention staying that process. AlphaBow then has been given, you know,
31 significant latitude within this proceeding to craft its SISP, to run its SISP, and obtain bids
32 for the assets. It was known, [ would say, at all times to AlphaBow, Cascade, and the parties
33 involved, that the needle that would have to be thread in this process is that when all of the
34 Licence Transfer Applications go in, and if they are taking care of the all assets which they
35 are required to, and the OWA's position is on any debtor-led restructuring, all of the assets
36 and abandonment reclamation obligations have to be taken account of;, is that if there's any
37 remaining obligations that remain within AlphaBow, those obligations need to be dealt
38 with. And if those obligations are not dealt with, then, you know, we're not going to be
39 supportive of the transactions.
40

41 So, when we fast-forward to the December time period when Ms. Cameron refers to like,
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you know, this was all known, everything was above board, it wasn't known exactly at that
time when -- even when those applications were approved, what assets, what liabilities
would be in there. And, you know, this is evidenced by the form of Subscription Agreement
that was entered into where the transaction was supposed to be the catch-all that was
supposed to catch all these liabilities because the Reverse Vesting Transaction, you know,
at least at that time, it was advised that you don't have to be worried about the Asset
Transfer Applications, everything is going to go through, anything that isn't, is going to be
caught by this Reverse Vesting Transaction. That Reverse Vesting Transaction is for the
sum of $1. And so, when we look at the retained liabilities within that Reverse Vesting
Transaction, those retained liabilities include all environmental liabilities, including all
abandonment and reclamation obligations, as defined in that agreement.

And so, all of the parties understood at that time that those liabilities aren't going anywhere.
They are staying in AlphaBow, even post-CCAA. So, if AlphaBow was going to transfer
out assets, funds had to be generated from somewhere. And if you look at 3.7 of that
agreement, and it's attached to the December 9th affidavit of Ben Li, that agreement
specifically said that as they add or subtract assets or liabilities from that transaction, they
may have to increase the purchase price in order to cover that in order to allow all these to
flow. And so, where I get hung up and get a bit confused is Ms. Cameron keeps saying --
and I appreciate the intellectual gymnastics she's asking us to go through to accept her
argument -- but you can't get assets and liabilities out of AlphaBow into other people's
hands unless AlphaBow can satisfy its regulatory requirements. Its regulatory requirements
right now as the condition to the Licence Transfer Application is to post security deposits.

So, it was always going to have to have this cash in order to allow any amounts to be
released to creditors of AlphaBow because it needs to get rid of all of its environmental
obligations. So, we get into a vicious chicken or egg cycle where Ms. Cameron is asking
this Court to put a stop to that by saying, You can't ask for security deposits, but then I
want to take all the money that the asset sales have generated and not use them to abandon
left over assets and somehow distribute those out to other creditors. And that doesn't work
because they can't satisfy their regulatory requirements to actually sell those assets and get
a proper Licence Transfer.

And so, there's always going to be this giant number that AlphaBow is going to have to
pay in security deposits to get all of its assets and close these transactions. And that was a
known factor to the parties. Right now we didn't know the number of that because we didn't
even know, as Mr. Reid pointed out, until June of this year what everything was going to
be in those. And I think your reference to Directive 068 is -- was correct, Justice Bourque.
And if you look at 3.1.2 of Directive 068, that refers to Transfer Application security, that
specifically says: (as read)
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The AER does not provide a preliminary determination of expected
security requirements. Security cannot be determined until the
Licence Transfer Application has been received and reviewed.
Section 6.1.2 of Manual 23 provides a range of security that may be
required at the time of transfer.

And so, to Mr. Reid's point, when he refers you back to the Manual, that's how you get
there. And that's the requirement that AlphaBow was always aware of when they were
submitting these Licence Transfer Applications, that they were going to be asked for a
security deposit. And that position was repeated on the record repeatedly throughout these
proceedings.

The next point in respect of this is that, you know, they have obviously sold assets but held
assets back in terms of satisfying this RVO requirement in the Cascade transaction, so
they're trying to piecemeal this around this. Had the OWA gone in at the beginning with a
Receiver and sold assets, it could have generated maybe potentially significant higher
returns on those assets, had more money available for abandonment and reclamation
obligations, we don't know. They've gone down this road now, they've sold some stuff. But
to your question to Mr. Reid, certainly, there remains valuable assets within that thing that
if they can't -- again, so to speak -- thread the needle and make all of these things line up
such that they can get their approval of the Transfer Applications, then, you know, the
OWA will step in and appoint a Receiver. And this isn't like we're going to take all these
assets into the Orphan Fund, that's not the case, that's not how this goes.

We saw this recently in Long Run Exploration. An RVO Transaction failed to close,
Orphan Well Association stepped in, appointed its Receiver, and the Receiver is going
through the process of monetizing all of the assets that can possibly be monetized before
anything comes to the Orphan Fund to be dealt with. And, you know, any of those proceeds
now that will be generated will be used to do that, and a similar process would be followed
in this case.

I think, you know, to try to keep pace here and keep us on time, I want to highlight a few
passages from Redwater that I think are important. And while I appreciate the ironic twist
of fate where me and Ms. Cameron on the opposite sides of this, at the Supreme Court of
Canada, you know, the fact doesn't change, the decision in that case stands, and there is
not, in my case, sufficient discrepancies or differentiations in the present case to override
any of the findings by the Supreme Court of Canada in Redwater. And in particular, I want
to refer you to a couple of paragraphs of that decision, and I think the full decision is at tab
2 of Ms. Cameron's brief, but in particular paragraph 30 of that decision in Redwater where
the Court stated:
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Ultimately, it is not the role of this Court to decide the best regulatory
approach to the oil and gas industry. What is not in dispute is that, in
adopting its current regulatory regime, Alberta has acted within its
constitutional authority over property and civil rights in the province
and over the "development, conservation and management of non-
renewable natural resources . . . in the province" ...

They go on in a few other instances to state, paragraph 118:

As a matter of principle, bankruptcy does not amount to a licence to
disregard rules. The Regulator says that it is not asserting any claims
provable in the bankruptcy, so the Redwater estate must comply with
its environmental obligations, to the extent that assets are available to
do so.

Again, paragraph 135:

Based on the analysis in Northern Badger, it is clear that the Regulator
is not a creditor of the Redwater estate. The end-of-life obligations the
Regulator seeks to enforce against Redwater are public duties.
Neither the Regulator nor the Government of Alberta stands to benefit
financially from the enforcement of these obligations. These public
duties are owed, not to a creditor, but, rather, to fellow citizens, and
are therefore outside the scope of "provable claims".

That paragraph then goes on to state:

Here, it is clear that the Regulator is seeking to enforce Redwater's
public duties, whether by issuing the Abandonment Orders or by
maintaining the LMR requirements. The Regulator is not a creditor
within the meaning of the 4bitibi test.

And similar to the points raised by Mr. Reid, that is not the role the Regulator is taking on
here. They were asked to approve a Licence Transfer. They are exercising valid regulatory
authority to do that, and one of their tools in that toolkit is to ask for security deposit. And
while the LMR process has changed, that is still well within the rights of the Regulator to
decide that process. And it's not, I don't think, for this Court to decide that if that process
has been tweaked that that somehow changes the overall result in Redwater, which is, is
this Regulator acting qua regulator or qua creditor? And it's clear it's not asking for money
for itself, but, rather, as a security deposit to ensure that AlphaBow, once it's left with all
of those liabilities, is going to be able to address at least some of those in part.
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I think 1t's important to note that there isn't, in this case, a restructuring or ongoing
operation. AlphaBow has been suspended, dormant, for over 2 years, as Ms. Cameron
noted. This is, at best, a liquidating CCAA4 with a focus on getting certain assets into the
hands of Cascade and has been throughout the process. There's no employees. There's no
real stakeholders to consider in terms of that. These are just dormant oil and gas assets that
either need to be abandoned and reclaimed or possibly reactivated by purchasers. And so
there isn't, in this case, a larger restructuring within the CCAA. And, again, none of the
funds that have been generated so far can get to the hands of the stakeholders unless
AlphaBow can actually comply with its regulatory requirements to fulfill those Licence
Transfer conditions.

So, basically, this is -- CCAA is a vehicle for the liquidation of these assets with -- to a
particular party in terms of certain circumstances. You know, in this case the assets that
were generated didn't generate sufficient proceeds to pay the security deposit so the -- the
recourse that AlphaBow has chosen as a result of this is ultimately to come to this Court to
ask the Court to relieve them from complying with those obligations, which, again, it flies
in the face of Redwater, in my submission, and the findings there. The Orphan Well
Association will certainly step in and do what it's required to do should the transactions not
be able to close, but we are fully supportive of the AER and its requirements -- the necessity
of these requirements and that the insolvent debtors, notwithstanding the CCAA, are still
required to comply with these regulatory requirements imposed by the Regulator. And they
are important to ensuring that the burden of this doesn't fall on the Orphan Fund. And, you
know, this was a known process throughout.

I think in terms of the other arguments of Ms. Cameron regarding Section 11.1 of the
CCAA, 1 echo the comments of Mr. Reid. I don't think that works for a post-filing request
of the Regulator to do something. And the cases cited, including Bzam and Just Energy,
the Regulator was taking steps to try to terminate licences, such that they couldn't operate.
In this case, the Regulator is not doing that. It's fulfilling a regulatory role, in that, it was
asked to a Licence Transfer Application and it went through its process to do that, and now
AlphaBow does not like the result of that regulatory process, but that it not something, I
don't think, that this Court can stay, especially given the comments in Northern Badger
that effectively the Regulator in fulfilling this role is fulfilling the public good of ensuring
abandonment and reclamation obligations are fulfilled.

Subject to any questions or comments you have on the Orphan Well Association's position,
those are my submissions, Justice Bourque.

THE COURT: Thank you, Mr. Zahara.
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Submissions by Ms. Paplawski (Stay of Regulatory Action)

1

2

3 MS. PAPLAWSKI: Good morning, Justice Bourque -- or good
4 afternoon, I suppose. 'E' Paplawski for Canadian Natural Resources. I will be very brief in
5 my submissions.
6
7
8

Canadian Natural is the most significant funder of the Orphan Well Levy in Alberta, and
so it has a vested interest in ensuring that demands on the Orphan Well Fund are minimized
9 and that assets don't flow to the Orphan Well Fund that don't have to. And, really, Canadian

10 Natural has two significant concerns with what AlphaBow is proposing to do here today.
11 Canadian Natural supports the AER.

12

13 The first is that the relief that is being sought by AlphaBow sets a highly concerning
14 precedent, because we know from all of the Supreme Court of Canada jurisprudence,
15 including most recently, I believe, Canada North, that the Stay of Proceedings is intended
16 to maintain the status quo, to maintain the status quo while the debtor restructures. What
17 AlphaBow is attempting to do here is not maintain the status quo while it is intending to
18 do anything. It's attempting effectively a permanent injunction on the AER and the exercise
19 of it's jurisdiction to impose conditions on a Licence Transfer.

20

21 We also know a Stay of Proceedings is, of course, temporary in nature. It's time limited.
22 That's why the debtor has to continuously come back before the Court to seek renewal of
23 the Stay of Proceedings. What AlphaBow is proposing to do though is not stay the AER
24 for a period of time so it can restructure, it's proposing to interfere with the AER's ability
25 to impose a condition for an unlimited period of time. And so what they're proposing to do
26 doesn't lead to the effect they want. If the Court stays the AER's exercise of its ability to
27 impose conditions on this Licence Transfer in the way AlphaBow wants, it neither
28 maintains the status quo, nor is it time limited, nor will it affect a Licence Transfer. The
29 AER still has to agree to the Licence Transfer. And so, it's effectively a permanent
30 injunction under the guise of a Stay of Proceedings. There is absolutely no jurisdiction for
31 this Court to permanently enjoin the AER here in the exercise of its jurisdiction, nor has

32 that been sought, nor is there any basis for the relief being sought by AlphaBow.

33

34 Second, there's been a lot of discussion today by Ms. Cameron that AlphaBow has found
35 purchasers to assume all the obligations. AlphaBow has entered into APAs. Mr. Zahara
36 touched on that. I think as far as we can go is to say that AlphaBow found purchasers for
37 the APAs -- found purchasers for the assets and APAs. It is absolutely not
38 (INDISCERNIBLE) but I think it's more certain from the affidavit filed by the AER that
39 the purchasers are not viable. I believe Mr. Li's December affidavit that was filed in support
40 of the RVO stated that there's $150,000,000 in deemed liabilities remaining with
41 AlphaBow. The purchase price for those $150,000,000 of liabilities is $1. But, of course,
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the -- the Court is not concerned with whether or not the purchasers are viable long-term
because that's not what the Court is considering when approving the Approval and Vesting
Orders and the Reverse Vesting Orders. That's the jurisdiction of the AER. And it's because
of that that you have the multi-levels of approvals. So, you have the Court approval within
the insolvency proceeding and then you have the AER's required approval as part of the
closing of that Approval and Vesting Order. Because they're looking at different things and
they're considering different things and their mandates are completely different.

And so, for the Court to be -- for AlphaBow to request that the Court step in and interfere
with the AER in exercising its jurisdiction is highly concerning to Canadian Natural. And
as the largest funder of the levy, if the result was going to be as Ms. Cameron suggests,
Canadian National would be 100 percent onside, but it's not, and we agree with the AER
and with Mr. Zahara's submissions today.

THE COURT: Thank you very much.

MR. SWANBERG: Good afternoon, Sir. My name is Michael
Swanberg with Reynolds Mirth. I just have a couple of quick comments, if that is okay?

THE COURT: Yes.
Submissions by Mr. Swanberg (Stay of Regulatory Action)

MR. SWANBERG: So, Sir, I represent two affected municipalities in
this matter, Red Deer County and the MD of Greenview. Also in the court today is Greg
Plester at Brownlee, who represents another group of affected municipalities. While we're
not taking any specific position with respect to the relief that's being sought today, we do
think it's important that the Court understands some important context in terms of the other
affected parties with respect to the decision that's before the Court.

With respect to municipalities, in this particular situation, we are the senior creditor, such
as they are, and would be the creditors that would be likely to receive any distributions
from the Estate of AlphaBow at the conclusion of these proceedings. So that's primarily
speaking to the $12,000,000 that's currently held in AlphaBow, which was derived from
the previous asset sales that have gone through.

We just want to point out that the situation that essentially we are left in with the AER's
order to pay security is a situation where you have all of the assets potentially finding new
homes with the environmental liabilities being assumed by those purchasers, but the AER
also being able to take the benefit of the entirety of any sales proceeds that have accrued to
date. Now, ultimately, it will be for the AER and this Court to determine whether or not
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that will be the case. Of course, in this case, the amount of security requested greatly
exceeds the amount of cash available, so it's possible that at the end of the day all of the
assets will end up going to the OWA anyways.

But we do think that this is important context that the Court should keep in mind is that
ultimately municipalities that are owed millions of dollars in taxes could end up on the
hook with no recovery with respect to any of those taxes, and we're potentially left in a
situation based on what is stated in the Gosselin affidavit at paragraphs 43 to 45 where
there are potentially concerns about ongoing municipal taxes being paid going forward.

So, Sir, subject to any questions you may have, those are just my submissions in terms of
some additional context that we think the Court should consider.

THE COURT: Thank you.

MR. PLESTER: Good afternoon, Sir. If I might take an additional
2 minutes to echo some comments that I just heard? Gregory Plester of Brownlee LLP. We
are counsel for a total of eight municipalities. I won't name them, but I have provided the
clerk with the names of our clients.

THE COURT: Okay.
Submissions by Mr. Plester (Stay of Regulatory Action)

MR. PLESTER: Ultimately, as Mr. Swanberg had noted, our
clients also are not taking a position in respect to this application. That's perhaps significant
in light of the fact that it would almost certainly, if denied, guarantee that our clients will
not receive anything from this insolvency process. The reason we say that, that we take no
position, is that, frankly, we're -- we look at the AER's regulatory mandate and have
concerns with a number of aspects of the proposed transactions.

But the comments that I wish to make today are perhaps in respect to what I view as a
largely broken regulatory system that would allow matters to get this bad. And I refer to
paragraph 48 of the Trevor Gosselin affidavit that suggests that the $20,000,000, which is
in itself well beyond the reach of AlphaBow to meet in terms of a security requirement, is
only roughly 1/10 of what the AER by its own Guidelines, Table 9 of Manual 23, would
normally require, which would leave AlphaBow with the residual assets perhaps
$190,000,000 short of the necessary abandonment and reclamation obligation funds, which
causes very significant concerns in terms of the longevity, but is I think an indictment of a
system that has allowed this problem to get far worse than it ever should have been allowed
to get and has been -- left our clients in the position that we will not only not receive any



O NN L AW

071

50

payment for the taxes that had previously accrued, and in some cases continue to accrue
during this process, but there's a very high prospect that a significant amount of taxes that
will be levied against AlphaBow in the future will also go similarly unpaid with very little,
if any, recourse for the municipalities to ever recover those taxes. In a situation where they
are involuntary creditors, we have what appears to be a groundhog day problem where
these taxes may never get paid. Future taxes may never get paid all because of these
unfunded liabilities that were left unattended too for perhaps decades. It is a significant
problem, but I don't know that the Court has a remedy for us, I only seek to point out that
background for your own benefit, Sir.

THE COURT: Thank you.

Anybody else? Ms. Cameron?
MS. CAMERON: Thanks, Justice Bourque.
Submissions by Ms. Cameron (Stay of Regulatory Action) (Reply)

MS. CAMERON: First of all, I think some of this discussion we've
had this afternoon would have been very helpful to have earlier in the proceedings at the
time these transactions were approved, which, again, goes back to part of the concerns
raised with the unfairness and the prejudice in proceeding with such discussions late in
proceedings after various transactions have been already approved and proceeded with.

Now, what we have heard from my friends is that there's a rule that AlphaBow must post
security. And in support of that my friends rely on Manul 23 -- well, at first they took you
to the Rules that provide general discretion that they are to request security and then they
referred to Manual 23, which is contained at Exhibit D of Mr. Gosselin's affidavit. And on
page 27 of Manual 23 it deals specifically with what is this requirement to post security.
And so, in the third paragraph on paragraph -- on page 27 it says, Table 9 and 10 are
provided to give transferers --

THE COURT: Can you just hold on? I just want to get there.
MS. CAMERON: It's -- in the PDF it's page 327, I believe.
THE COURT: Okay.

MS. CAMERON: Are you there?

THE COURT: Yes, I am. Thank you.
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MS. CAMERON: Perfect. So, that third paragraph, it starts with:
(as read)

Table 9 and Table 10 are provided to give transferers and transferees
a sense of what security may be required, but the AER retains its
discretion.

And then even the heading for Table 9 says, Range of security that may be required. Right?
So, it's very discretionary.

Now, we also heard from Mr. Zahara, counsel for the Orphan Well Association, that the
AER does not exercise its discretion to require security in a receivership. Now that's
interesting. That's not set out in Manual 23. And as you'll have seen in the Redwater
decision, a lot of time was spent on how receivers fall under the definition of licensee. So,
again, this goes to it's a fully discretionary requirement to request security (1) where the
AER does not exercise its discretion in a receivership, it appears only in a CCAA, which |
think in and of itself is problematic in terms of a process perspective and goes to the fact
this isn't a requirement. In our perspective, it's an unfair exercise of discretion. Because
there should be no basis why security is required in a CCAA but not a receivership. If we
proceed as is suggested by Mr. Zahara, the outcome is the work in the sales process and
the steps taken over the last year and a half will have been for nothing and we're going to
restart with the Court's time and effort with a new sales process after the fact, where, if a
Receiver is appointed as opposed to a debtor running the cost -- running a process, all of a
sudden no security is required.

So, in addition to what we submit this is unfair, the AER has also noted --

THE COURT: Sorry. Just --

MS. CAMERON: Yeah.

THE COURT: -- can we just go back to that --

MS. CAMERON: Yeah.

THE COURT: -- in a receivership situation no security deposit

1s required.

MS. CAMERON: Yeah.
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THE COURT: And why do you say that does not make sense in
a receivership?

MS. CAMERON: Because the Receiver has still stepped in the
shoes of the debtor. What is the difference from a process in the CCAA versus a
receivership that should make security deposits no longer a regulatory requirement?

THE COURT: I see that Mr. Zahara has turned his camera on. |
am just going to -- [ will go back to him.

MS. CAMERON: Yeah.

THE COURT: It is a point that I would like to perhaps --

MS. CAMERON: Yeah.

THE COURT: I can ask him to do it now or --

MS. CAMERON: Sure. If you want to have him do it now. As I'd
note though, the definition of licensee does include Receiver. So, again, I don't understand
why the regulatory requirements would be different.

THE COURT: Okay.

Submissions by Mr. Zahara (Stay of Regulatory Action) (Reply)

MR. ZAHARA: Yeah. And just a quick point of clarification
because I think my comment was either misheard or misunderstood. The only time that
that applies is if the Orphan Well Association through its delegated authority from the AER
appoints a Receiver. Any other Receiver does not get that privilege. So, that is the only
circumstance where the AER will not consider the debtor in deciding whether or not to do
a Licence Transfer Application. So, it's a very narrow and limited basis and only when the
OWA takes that step, not other parties. So other Receivers are subjected to the same
conditions. That was just the point of clarification.

THE COURT: Okay. And that is what I had understood as well.
MS. CAMERON: Okay.

THE COURT: Is that what you had understood or...?
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MS. CAMERON: No.
THE COURT: No.
Submissions by Ms. Cameron (Stay of Regulatory Action) (Reply)

MS. CAMERON: But, again, based on that still, it goes to the

arbitrariness of this, what is being deemed a regulatory requirement to post security.

THE COURT: Right. But the distinction being --

MS. CAMERON: Who appoints the Receiver --

THE COURT: -- that it is only in the circumstance --

MS. CAMERON: -- though it's still a Court Receiver, regardless of

who appoints it.

But in addition to that, we go to -- there's lots of comments that this Reverse Vesting Order
Share Transaction, it's not a sale. The reality 1s, Reverse Vesting Orders have become, in
some cases and in some views, perhaps more common than the Courts would like, but they
are an accepted mechanism for the transference of assets and interest through an
insolvency. So, it is in fact a transaction. And while there's been comments about whether
or not the emerging entity would ultimately be successful, the reality is, the AER hasn't
conducted their assessment on that entity yet because the Subscription Agreement hasn't
closed.

So, again, the Regulator in this case, after all the court approvals and everything, there
seems to be an assumption that the Subscription Agreement will be deemed to fail. And
respectfully, any of those concerns should have been raised at the time court approval was
sought because otherwise you create significant uncertainty, in fairness, for parties who
participate in insolvency processes where they spend time on due diligence and finding
funds to advance a transaction only to, at the end, 9 months later, be told that no security -
- or that the transaction can't be able to proceed based on an insolvent company's inability
to pay an amount of money.

Now, also with respect to the Reverse Vesting Order and Subscription Agreement, there's
lots of comments to this being a $1 transaction. That's something that's also dealt with and
commented on in the AlphaBow -- or, sorry -- in the Redwater decision, that often you
have one of two things that happen. Some people will just take valuable assets, in which
case they're willing to pay an amount of money for it. Or, if they're also taking on liabilities,
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that offsets the purchase price that you would otherwise receive. The fact that an offer is
for $1 doesn't mean it's not still a viable or a valuable transaction.

With regards to this suggestion that AlphaBow is seeking a permanent injunction, that is
not the case. All we're seeking is while the Stay of Proceedings is in place, that the Alberta
Energy Regulator be stayed from seeking to collect security from AlphaBow Energy. Now,
with regards to the -- now, once AlphaBow exits the CCA4, the AER would be entitled to
collect security from AlphaBow. So, it's not a permanent injunction, it's just while
AlphaBow is --

THE COURT: In effect it is.
MS. CAMERON: -- in these proceedings.
THE COURT: In effect is it because once it emerges -- [ mean,

it is not going to have the amount.

MS. CAMERON: No, but at the end of the day there's the funds in
this Estate, which at some point the Monitor would be seeking to distribute, and it would
be open to the AER at that point in time whether with respect to the initial $15,000,000
security deposit or some other requirement to assert a claim for those funds. So, it's not
saying that the AER never gets the money that's in the Estate, it's just saying the AER
doesn't get to take it as a mechanism to prevent the transfer from occurring. Because that's
the reality of what occurs here. It's an exercise of discretion in a way that prevents the
transactions that have been approved by this Court from proceeding because of the amount
of quantum that's being sought.

And, lastly, counsel for CNRL, what we've heard from multiple parties was that there
should be respect for the Regulator's mandate, and they should be -- the Court shouldn't
interfere with them, but there needs to be a balance between the mandates above the Court
in these proceedings as well as the regulatory regime. And that's what decisions like Sydco
and even to an extent Redwater seek to deal with. The Regulator's discretion is not
unlimited. And there needs to be a mechanism for companies, even regulated companies,
to extract value from insolvency proceedings and to be able to transact with their assets.
And what's happening in this case through the amount of funds requested by the Regulator
is that it prevents the assets from being able to transact. And now what we've heard is,
Well, if it was an OWA initiated process that things would be different and then things
could transact. But, respectfully, if things could transact in those circumstances, I struggle
to see why it makes sense that further court proceeding time is required when the same
thing should be able to be achieved through the CCAA4 which provides the Court with
significant flexibility.
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I will just say I am reserving, obviously.

Thank you.
THE COURT: Okay.
Decision Reserved (Stay of Regulatory Action)
THE COURT:
MS. CAMERON: Yeah.

THE COURT:
decision in due course. Thank you.

MR REID:

Okay. I have signed that order. You will have my

Thank you.

PROCEEDINGS ADJOURNED
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Certificate of Record

1
2
3 I, Susan Durant, certify that the recording herein is a record of oral evidence in proceedings
4 held at the Court of King's Bench, in courtroom 1702, at Calgary, Alberta, on the 22nd day
5 of September, and I was the court official in charge of the sound-recording machine during
6 these proceedings.
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Certificate of Transcript
I, Stephanie Johnson, certify that

(a) I transcribed the record, which was recorded by a sound recording machine, to the best
of my skill and ability and the foregoing pages are a complete and accurate transcript
of the contents of the record, and

(b) the Certificate of Record for these proceedings was included orally on the record and is
transcribed in this transcript.

Stephanie Johnson, Transcriber
Order Number: TDS-1093699
Dated: October 1, 2025
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BENNETT JONES LLP
Barristers and Solicitors
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Attention: Keely Cameron /Sophie Fiddes
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TWELFTH AFFIDAVIT OF BEN LI

Sworn on September 15, 2025

[, Ben Li, of Calgary, Alberta, SWEAR AND SAY THAT:

1. [ am the President and Chief Executive Officer of AlphaBow Energy Ltd. ("AlphaBow"

or the "Applicant"). As such, I have personal knowledge of the matters deposed to in

this Affidavit except where stated as based on information and belief, in which case I

verily believe the statements to be true.
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This Affidavit (the "Twelfth Li Affidavit") should be read in conjunction with the prior
Affidavits which I have sworn in this matter, including the Affidavit sworn by me on
April 15, 2024 (the "First Li Affidavit"), the Supplemental Affidavit sworn by me on
April 24, 2024 (the "Supplemental Li Affidavit"), the Affidavit sworn by me on July
15, 2024 (the "Second Li Affidavit"), the Affidavit sworn by me on August 15, 2024
(the "Third Li Affidavit"), the Affidavit sworn by me on September 9, 2024 (the
"Fourth Li Affidavit"), the Affidavit sworn by me on October 21, 2024 (the "Fifth Li
Affidavit"), the Affidavit sworn by me on November 12, 2024 (the "Sixth Li Affidavit"),
the Affidavit sworn by me on November 18, 2024 (the "Supplement to Sixth Li
Affidavit"), the Affidavit sworn by me on December 9, 2024 (the "Seventh Li
Affidavit"), the Affidavit sworn by me on January 27, 2025 (the "Eighth Li Affidavit"),
the Affidavit sworn by me on February 18,2025 (the "Ninth Li Affidavit"), the Affidavit
sworn by me on April 28, 2025 (the "Tenth Li Affidavit"); and the Affidavit sworn by
me on June 17, 2025 (the "Eleventh Li Affidavit").

RELIEF SOUGHT

This Affidavit is sworn in support of an application by AlphaBow scheduled for
September 22, 2025, for relief under the Companies’ Creditors Arrangement Act, RSC
1985, ¢ C-36, as amended, (the "CCAA"), and specifically an order declaring service of
its Application and supporting materials good and sufficient; an extension of the stay of
proceedings to March 31, 2026, (the "Stay Extension"); and declaration that any request
by the Alberta Energy Regulator ("AER") for a security deposit from AlphaBow is
stayed.

BACKGROUND

AlphaBow is an Alberta headquartered oil and gas company. At the commencement of
these proceedings, AlphaBow held licenses for 3,785 wells, 4,038 pipelines, and 321
facilities across Alberta (the "Licensed Assets"). The Licensed Assets had AER deemed
environmental liabilities of approximately $228,572,914 at the commencement of these
proceedings. I understand that due to changes in the way that the AER calculates

liabilities, that this number may have since changed.
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A. The Initial AER Orders

In July 2022, prior to the commencement of these proceedings, the AER issued an Order
against AlphaBow declaring that it posed an unreasonable risk in terms of its ability to
meet regulatory obligations in part based on AlphaBow being in arrears with certain

creditors.

On March 30, 2023, the AER issued a Reasonable Care and Measures Order directing,
AlphaBow to, amongst other things, post $15,374,000 in security (the "March Order").
When it was unable to do so, the AER ordered AlphaBow to suspend operations of its
Licensed Assets pursuant to a Suspension Order issued on June 5, 2023 (the "Suspension

Order", collectively with the July Order and March Order, the "AER Orders").

In September 2023, the AER directed that the Orphan Well Association (the "OWA")
assume care and custody over the Licensed Assets. The OWA continues to have care
and custody over the assets that have not been transferred by the AER. Despite this,

AlphaBow continues to maintain insurance in respect of the assets.

AlphaBow sought regulatory appeals of the AER's March Order and Suspension Order
(the "Orders"), as the Orders exacerbated the financial difficulties being experienced by
AlphaBow. The AER granted the request, and the regulatory appeals hearing was heard
during the last week of November 2023. On February 28, 2024, the AER rendered its

decision upholding the issuance of the Orders as reasonable.

Following the hearing, AlphaBow had a better understanding of the AER's reasoning and
concerns, and reached out to the AER in an attempt to resolve those concerns and obtain
certain concessions in respect of the AER Orders. However, it became apparent that no
arrangement could be reached with the AER because it continued to insist that Security

be posted which AlphaBow could not post.

. AlphaBow's Restructuring Efforts

On March 28, 2024, AlphaBow commenced restructuring proceedings by filing a Notice

of Intention to Make a Proposal pursuant to section 50.4 of the Bankruptcy and
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Insolvency Act, R.S.C. 1985, c. B-3, (the "NOI") with KSV Reéstructuring Inc. appointed
as Monitor, and on April 26, 2024, AlphaBow converted its proceedings to those under
the CCAA.

On April 26, 2024, this Honourable Court granted an Initial Order and Amended and
Restated Initial Order, in addition to approving the Sale and Investment Solicitation
Process ("SISP") and approval of the sale of certain non-operated working interests to

Cascade Capture Ltd. ("Cascade").

To advance the SISP, in September 2024, AlphaBow obtained Court approval of a
Claims Process which was necessary for the purpose of identifying cure costs to enable
bidders to advance their bids and identify priority amounts that would be payable in the
event there were funds available for distribution. In November 2024, AlphaBow sought
and obtained clarity regarding whether certain royalty agreements created an interest in

land.

In conjunction with the SISP, AlphaBow met with the AER to discuss the bids received

and the transactions it intended to advance.

CURRENT STATUS OF ALPHABOW’S RESTRUCTURING EFFORTS

AlphaBow has continued to engage with its stakeholders to facilitate the objectives of
these proceedings. This has included responding to general inquiries and other

stakeholder requests, such as providing road access.

Most significantly, AlphaBow has advanced the Court approved sale and investment
solicitation process (the "SISP") and received Court approval of transactions resulting
from the SISP, which if all of the transactions close and license transfer applications are

approved will result in all of AlphaBow’s environmental obligations being assumed.
Update on the Transactions

AlphaBow has continued to worked diligently to advance the court approved transactions

that were approved by Justice Jeffrey at the application on December 19, 2024 (the
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"December Application") and Justice Lema at the February 25, 2025, Application (the
"February Application").

At the December Application, the Court approved multiple asset transactions and a core
corporate transaction that involves two associated asset transactions. The Corporate
Transaction involves the assumption of a significant number of assets and environmental
liability by way of a corporate sale of AlphaBow to 2628071 Alberta Ltd. ("2628071")
with certain assets being assumed by way of an asset sale directly to 2628071 and to a
related entity, 2628069 Alberta Ltd. ("2628069"). The result of these transactions if they
close will be that 2628071 will become the sole shareholder of AlphaBow and assume
all oil and gas assets and environmental obligations that are not assumed through other

asset transactions.

The Subscription Agreement for the Corporate Transaction provides AlphaBow with the
ability to market and sell assets that fall outside of a core group of assets. Should any of
those non-core assets not be sold to Third Parties, they will remain with AlphaBow

captured under the Subscription Agreement.

Of the 20 transactions that were approved at the December Application and February

Application the following transactions have yet to close:

(1) The transaction with 2661707 Alberta Ltd. ("2661707") which was
approved by the Court at the February Application and subsequently revised
due to changes in the AER's assessment of the environmental obligations
that were to be assumed which resulted in the purchaser being unwilling to
assume all of the previously included licensed assets due to concerns related
to potential security requests. Closing of this application is subject to the
AER approval of the license transfer application. The license transfer
application was submitted last week following discussions between the

AER and 2661707,

(11) The Corporate Transaction and the asset transactions involving 2628071

and 2628069. The assets transactions require AER approval, the Corporate
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Transaction does not. These three transactions were to close concurrently.
However, on June 26, 2025, AlphaBow sought and obtained Court approval
to amend the Subscription Agreement to enable the Corporate Transaction
to close prior to the asset transactions. AlphaBow understands that 2628071
is prepared to proceed with the Subscription Agreement upon receiving
approval of the 2628069 transfer application to be completed through its
nominee, Cascade Capture Ltd. ("Cascade"). 2628071 would then advance
the completion of the two remaining transfer applications. This amendment
was sought to enable this process to conclude sooner, in order to facilitate
the removal of the assets from the Orphan Well Association ("OWA") and
to maximize recovery to stakeholders through minimizing costs. At the
time, 2628071 had not yet obtained AER license eligibility. I understand
that 2628071 now has license eligibility.

20. On September 10, 2025, an application brought by AlphaBow seeking to include as a
retained contract the CO2 Stream Purchase and Sale Agreement with MEGlobal Canada
ULC ("MEGIobal"), dated December 1, 2004, as amended (the "CO2 Agreement"), free
and clear of any liabilities was heard. The application was brought in response to the
Purchaser under the Subscription Agreement advising that it was unable to enter into an
agreement with MEGlobal and wanted to maintain the CO2 Agreement but was
concerned with having to pay amounts claimed by MEGlobal given the significant
liabilities it was already assuming and its view that some of these amounts were in
essence a penalty. The application was opposed by MEGlobal and the Court reserved its

decision.
B.  AlphaBow's License Transfer Applications

21. The AER has approved and transferred licenses, pursuant to license transfer applications

with the following counterparties:

(1) North40 Resources Ltd. (72 wells, 8 facilities, and 13 pipeline licenses were

transferred);
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(i1) Signalta Resources Limited (1 well and 1 pipeline license was transferred);
(iii)  Resistance Energy Ltd. (1 facility license was transferred);

(iv)  Ember Resources Inc. (16 well, 1 facility and 6 pipeline licenses were

transferred);
(v) Tykewest Limited (2 well licenses were transferred);
(vi)  Lucky Strike Energy Ltd. (2 well licenses were transferred); and
(vii)  Response Energy Corporation (1 well license was transferred).
The AER did not request security from AlphaBow in respect of any of these transactions.

On March 4, 2025, AlphaBow and Cascade, submitted a license transfer application for
the transfer of 196 wells, 23 facilities and 72 pipeline licenses from AlphaBow to

Cascade (the "License Transfer Application").

The License Transfer Application is one of four outstanding transactions regarding
AlphaBow, outlined above. Transfer of the licenses on acceptable terms is a condition of
two of the transactions including the Corporate Transaction which would enable all of
AlphaBow's assets to be removed from the OWA, funds from AlphaBow's sales process
to be distributed to the AER and municipalities and provide for a solvent party that could

bring the assets into compliance and produce the assets for the benefit of Albertans.

Throughout its proceedings, AlphaBow has prioritized these transactions based on the
feedback from the AER and OWA that they would not support sales that would leave

environmental liabilities behind.

On July 10, 2025, the AER issued a conditional approval decision regarding the License
Transfer Application requiring AlphaBow to post security in the amount of
$20,551,822.60 (the "Conditional Approval Decision"). A copy of the Conditional
Approval Decision issued to AlphaBow dated July 10, 2025, is attached as Exhibit ""A"".
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The AER had not requested security from AlphaBow in respect of any other transfer
applications and I am told by AlphaBow's counsel that the AER is on the service list for
these proceedings and would be aware of AlphaBow's financial capabilities from the cash

flow statements.

On July 14, 2025, counsel for AlphaBow wrote to the AER explaining its concerns with
the Conditional Approval Decision and requested that the Conditional Approval Decision
be rescinded. Counsel for AlphaBow also requested a meeting regarding the Conditional
Approval Decision as soon as possible. In response, AlphaBow was told that the
Conditional Approval Decision was final, and that the funds had to be posted or the
application would be closed. A copy of counsel for AlphaBow's letter dated July 14,
2025, and the AER's response dated July 16, 2025, is attached as Exhibits '""B" and "C"".

On July 18, 2025, I wrote to Mr. Rob Morgan, the Chief Executive Officer of the AER
to request a meeting to discuss AlphaBow's circumstances and next steps, prior to
advancing challenges of the Conditional Approval Decision to see if a resolution could
be reached to remove AlphaBow's assets from the OWA in the interest of Albertans. I
did not receive a response from Mr. Morgan. A copy of my email to Mr. Morgan dated
July 18, 2025, is attached as Exhibit "D (excluding the attachment which is included
as Exhibit "B").

On July 17, 2025, Cascade wrote a letter to AER Regulatory Applications seeking
withdrawal of the License Transfer Application. Cascade indicated that it was fully
prepared to address the specific operational and compliance items identified by the AER,

and that it planned to submit a new application for the license transfers.

On July 18, 2025, the AER Regulatory Applications Branch responded to Cascade,
confirming receipt of the withdrawal request and closing the application. The AER
indicated that AlphaBow and Cascade could resubmit a transfer application at any time.

A copy of the AER's July 18, 2025, letter is attached as Exhibit "E".
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32.  AlphaBow had sought a regulatory appeal of the Conditional Approval Decision,
however, given Cascade's withdrawal, the AER regulatory Applications Branch has

viewed the regulatory appeal as moot.

C. Impact of the Conditional Approval Decision on AlphaBow's Restructuring Efforts
and the Orphan Well Fund

33.  The Conditional Approval Decision was made prior to a meeting or other opportunity
being afforded to AlphaBow or Cascade to respond to AER's concerns with the transfers.
It jeopardizes the three outstanding transactions and risks approximately $205,518,226

of liabilities remaining with the OWA and its inventory doubling.

34. I am informed by my review of an August 29, 2025, news article titled "cost to clean up
orphan wells in Alberta reaches all-time high" that the number of orphan wells in need
of cleanup in Alberta has doubled over the last year, with the expected costs to clean up
orphan oil and natural gas wells in Alberta reaching an all-time high of over one billion

dollars. A copy of the article dated August 29, 2025, is attached as Exhibit "F"'.

35.  The AER's decision creates uncertainty for AlphaBow in terms of whether it should be
pursuing the remaining transfer applications, given that the AER's review will take a
number of months and there is no certainty that the AER will not continue to request

security from AlphaBow.

36. I understand that despite these concerns, the purchasers involved in the outstanding
transactions are still interested in working with AlphaBow to see whether closing is
possible. Should it not be, AlphaBow would intend to work with the Monitor to remarket

the assets.
IVv. SECURITY DEPOSIT AS A DEBTOR OBLIGATION

[ am informed by AlphaBow's counsel, Ms. Cameron, that the Alberta Government
amended Section 103(1)(a) of the Oil and Gas Conservation Act, RSA 2000, ¢ 0-6
("OGCA") to state that a security deposit is a "debtor obligation." Attached hereto as



37.

38.

39.

40.

088

Exhibits "G" and "H" are copies of Section 103 of the OGCA prior to the amendment
in 2018, and Section 103 of the current OCGA.

I am informed by AlphaBow's counsel, Ms. Cameron, that a review of the Hansard
concerning the passage of the Liabilities Management Statutes Amendment Act, 2020 SA
2020, c 4 ("LMSAA"), which amended the definition of "debtor" in Section 103(1)(a) of
the OGCA contains no discussion relating to the purpose behind the amendment to the

definition.

In addition to amending Section 103, the AER also rescinded its licensee liability rating

program and now through Manual 023: License Life-Cycle Management advises:

Table 2 and table 10 are provided to grve transferors and transferees a sense of what security may be
requured, but the AFR retams its diseretion to determme the appropriate ameount considermg the specific
risks and circumstances of the application. Takle 9 15 for “producer” licensees only, and table 10 is for

“midstream, pipelines, and waste management” licensees (defined above in section 2.1.2.1).

Table 3. Range of security that may be required at time of transfer based on level of financial distress and
crossover timeline for “producer” licensees

Lewel of financial distress

Crossover timeline Low Medium High

WVery Far 215 years -B% 20-35%
Far =T and <13 years 0-8% 20-35% 51-63%
Medium 23 and <7 years 20-35% 51-63% T1-TB%
Hear =3 years 51-83% T1-T8% a7-100%

Table 10. Range of security that may be required at time of transfer based on level of financial distress for
“midstream, pipelines, and waste management” licensees

Lewel of financial distress

Peer Groups Low Medium High
Midstream, Pipelines, and Waste 0-87% 20-35% B1-63%
Management

THE STAY EXTENSION

During the CCAA Proceedings, AlphaBow has been working diligently and in good faith

with the Monitor and the Sales Advisor and continues to do so.

Activities taken by AlphaBow since the last application have included:

(a) taking steps to advance the outstanding transactions to closing, including through

seeking to incorporate approved amendments, advancing an application to amend the
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Subscription Agreement to retain an agreement that would otherwise go to the creditor's

trust and seeking to negotiate extensions to the outside dates under the agreements;
(b) seeking to understand the AER's concerns;
(c) seeking to respond to CRA inquiries regarding certain filing requirements;
(d) responding to multiple requests seeking to lift the stay of proceedings;
(e) continuing to assist the Monitor with the review of claims under the claims process;
(f) attending ongoing meetings with the Monitor;
(g) assisting in the preparation of the cash flow statement; and
(h) preparing materials for this application.

AlphaBow continues to require a stay of proceedings while it continues to work towards

closing the remaining transactions.

Without the benefit of an ongoing stay of proceedings, AlphaBow anticipates that one or
more of its creditors would seek to advance proceedings which would result in a
deterioration of funds available for distribution to stakeholders and potentially impede

the ability of the remaining transactions to close.

In my view, the requested extension is appropriate and will not materially prejudice any

of AlphaBow's creditors.

CASH FLOW FORECAST

AlphaBow worked with the Monitor to prepare an updated cash flow forecast, a copy of
which will be attached to the Tenth Report of the Monitor. AlphaBow projects that it will
have sufficient cash to continue these proceedings through to the end of the Stay

Extension and pay outstanding post filing obligations.



090

VII. CONCLUSION

45. [ swear this Affidavit in support of the relief sought in paragraph 4 and for no other or

improper purpose.

SWORN BEFORE ME
at the City of Calgary, Alberta, this
15" day of September 2025.

A Comtnissionéf for Oaths in and for the
Province of AlbBerta

Sophie Fiddes
Barrister & Solicitor



THIS IS EXHIBIT "A"

Referred to in the Affidavit of

BEN LI

Sworn before me at Calgary, this
15th day of September, 2025

A COMMISSION R OATHS IN AND
FOR THE PROYINCE OF ALBERTA

Sophie Fiddes
Barrister & Solicitor
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Alberta Calgary Head Office

Energy Q Suite 1000, 250 - 5 Street SW
=g Regulator Calgary, Alberta T2P OR4

tel 403-297-8311

Application No. 1957129 aer.ca
July 10, 2025

By email only

Jan Zhao
AlphaBow Energy Ltd. (BA Code ATH2)

Licence Transfer from AlphaBow Energy Ltd. to Cascade Capture Ltd.
Conditional Approval Decision

Dear Jan Zhao,

The Alberta Energy Regulator (AER) received the subject licence transfer application from AlphaBow Energy
Ltd. (AlphaBow) to Cascade Capture Ltd. (Cascade) on March 4, 2025, and has now completed its review.

Licence transfer applications are considered in accordance with the requirements of Directive 088: Licensee
Life-Cycle Management (Directive 088), section 6, and supplemental guidance within Manual 23: Licensee Life-
Cycle Management (Manual 23). The AER conducts a holistic licensee assessment of both applicants to

determine whether either one poses any unreasonable risk as a result of the transfer.
The following elements were considered in the AER's review of the subject application:
» The type and status of inventory included in the application.

e The remaining inventory AlphaBow would hold post-transfer, including $205,518,226.00 in inactive
lability.

»  AlphaBow’s high level of financial distress according to its LCA.

» The financial risk presented by AlphaBow, as it pertains to its ability to address its remaining closure

obligations.

Data referenced on the above list was in effect as of June 16, 2025. Any changes to this data between then and

the date of this decision were not considered.

Y Inquiries 1-855-297-8311 Qe 24-hour emergency 1-800-222-6514 @ inquiries@aer.ca

Security Classification: Protected A
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The AER has decided to approve the subject application with the following conditions

1) AlphaBow Energy Ltd. must pay security in the amount of $20,551,822.60, due 30 calendar days from

acceptance of this condition.

2) AlphaBow Energy Ltd. must submit an updated complete financial summary (Directive 067 Schedule 3)
through OneStop, for the year ending December 31, 2024, due 30 calendar days from acceptance of this

condition.

Security was calculated based on 10% of the remaining inactive liability AlphaBow would hold post-transfer.

Security calculation is in-line with how security was calculated in AER Order 202303-58, and includes the

additional inactive liability AlphaBow has accumulated since March 2023. Application decisions are final and
the amount of security that has been calculated as a condition of this approval will not be negotiated or

adjusted. Information regarding security deposits and refunds can be found in Directive 068: Security

Deposits.

If AlphaBow accepts the conditions, please sign’ and date the section below and return a completed copy of
this letter to Directive088Transfers@aer.ca by July 17, 2025.

Cascade has also been issued a conditional approval decision under separate cover and notified that a
conditional approval has been issued to AlphaBow. Security or payment amounts within a conditional

approval are only disclosed to the party being conditioned.

AlphaBow and Cascade must each fulfill all conditions required within their conditional approval decision

before the transfer will be finalized and a formal licence transfer approval document is issued.

Please notify Directive088Transfers@aer.ca once AlphaBow has sent payment of the security deposit.

If AlphaBow or Cascade do not agree to the conditions or do not respond to their conditional approval
letters by the respective deadlines, the application will be closed. If the application gets closed, AlphaBow

and Cascade can resubmit a transfer application at any time.

Regardless of the terms of a sale agreement between parties, the responsibilities and obligations to the AER

would remain with AlphaBow as licensee of record.

AlphaBow may file a request for a regulatory appeal against an appealable AER decision if it meets the
criteria within section 36 of the Responsible Energy Development Act. Filing instructions and forms can be

found on the AER’s Regulatory Appeal Process webpage.

T Acceptance of conditions must be executed by an individual with an ability to bind the entity.

R Inquiries 1-855-297-8311 Ry 24-hour emergency 1-800-222-6514 @ inquiries@aer.ca

20F3



If AlphaBow has any questions, please reach out to Directive088Transfers@aer.ca.

Sincerely,
Trevor Gosselin, MDS

Director, Transfers, SOC & Support
Regulatory Applications

/ma

Enclosure (1): Security Deposit Submission Form

094

Accepted and agreed to on

Month, Day, Year

Signature

Print Name Title

ALPHABOW ENERGY LTD.

Ry Inquiries 1-855-297-8311 Ry 24-hour emergency 1-800-222-6514

@ inquiries@aer.ca

30F3
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THIS IS EXHIBIT "B"

Referred to in the Affidavit of

BEN LI

Sworn before me at Calgary, this
15th day of September, 2025

A COMMISSIONERFOR OATHS IN AND
FOR THE PRO CE OF ALBERTA

Sophie Fiddes
Barrister & Solicitor
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Bennett Jones LLP
4500 Bankers Hall East, 855 - 2nd Street SW

Be n n ett J on eS Calgary, Alberta, Canada T2P 4K7

Tel: 4032983100 Fax: 403.265.7219

Keely Cameron

Partner

Direct Line: 403.298.3324

e-mail: cameronk @bennettjones.com

July 14, 2025

Via E-Mail (Directive067@aer.ca; Insolvency@aer.ca)

Alberta Energy Regulator
Suite 1000

259 0 5th St SW
Calgary, AB T2P OR4

Dear Sir/Madam:

Re:  Conditional Approval Decision — License Transfer from AlphaBow Energy Ltd. to
Cascade Capture Ltd. (Application No. 1957129)

We are counsel for AlphaBow Energy Ltd. ("AlphaBow") withrespect to the above referenced matter.
We are writing to respectfully request that the AER rescind its conditional approval decision and
schedule a meeting with AlphaBow and the Monitor as soon as possible.

Background

On March 30, 2023, the Alberta Energy Regulator ("AER") directed AlphaBow to amongst other
things post $15,374,050 in security, when it was unable to do so, on June 5, 2023, the AER ordered
AlphaBow to suspend all of its assets and in September of 2023 directed that the Orphan Well
Association to assume care and custody over all of AlphaBow's licensed assets.

On March 28, 2024, AlphaBow filed a Notice of Intentionto Make a Proposal pursuant to section 50.4
of the Bankruptcy and Insolvency Act and on April 26, 2024 converted its proceedings to those under
the Companies' Creditors Arrangement Act. On April 26, 2024, AlphaBow also obtained court
approval of a sale and investment solicitation process which was overseen by Sayer Energy Advisors.
The result of the process was that purchasers were found for all of AlphaBow's assets. The bids
received were discussed with the AER on August 21, 2024 and at the request of the AER, AlphaBow
sought to have the majority of the transactions approved at the same time, on December 19, 2024 as
we had understood that the AER would be taking a holistic approach to its review.

To date, the AER has approved license transfer applications involving the following entities North40
Resources Ltd., Signalta Resources Limited, Resistance Energy Ltd., Ember Resources Inc., Tykewest
Limited, Lucky Strike Energy L.td. and Response Energy Corporation. The most recent approval being

WSLEGAL\088323\00006\41522128v1



097

July 14,2025
Page 2

on June 18, 2025. The AER did not request security from AlphaBow in respect of any of these
transactions.

The transfer application with Cascade Capture Ltd. is one of four outstanding transactions involving
AlphaBow. Transfer of the licenses on acceptable terms is a condition for two of the transactions,
which include a corporate sale of AlphaBow which would enable all of AlphaBow's assets to be
removed from the Orphan Well Association, funds from AlphaBow's sales process to be distributed
to the AER and municipalities and provide for a solvent party that could bring the assets into
compliance and produce the assets for the benefit of Albertans. The AER has throughout its
proceedings prioritized these transactions based on the consistent feedback from the AER that it
wanted AlphaBow to address all of its liabilities.

I had been in communications with Ms. Lavelle regarding these transactions on June 24, 2025 and had
requested a meeting with the AER to discuss concerns raised for the first time in response to
AlphaBow's July 7, 2025 application which sought to enable AlphaBow to advance the corporate
transaction earlier so that AlphaBow could proceed with the distribution of proceeds in the estate. As
recently as July 10, 2025, we had understood that the AER was still considering the request for a
meeting.

Concerns with the Decision
We have numerous concerns with the decision, including:

e the decision was made prior to a meeting or other opportunity being afforded by AlphaBow
or Cascade Capture Ltd. to respond to the AER's concerns with the transfers;

e it disregardsthat AlphaBowis insolvent and that the purpose of the transfer applications being
advanced by AlphaBow is to move assets out of the Orphan Well Association;

o it seeks to penalize AlphaBow for its "inactive liability" which is as a direct result of the AER
directing that the assets be suspended and does not reflect the value of the assets;

e despite having pushed for AlphaBow to pursue court approval of the majority of transactions
together which caused delay and impeded some of the transactions, it appears that the AER
has not taken a holistic approach to reviewing the transfer applications or considering the
"risk" posed despite AlphaBow's legitimate expectations to the contrary;

o the decision seeks even more security than it had sought prior to AlphaBow's insolvency
proceedings despite AlphaBow now having less liability;

e the AER once again seeks security in an amount that it knows AlphaBow does not have;
e the decision jeopardizes the transaction through treating this purchaser differently and seeking

to require the purchaser who is already assuming assets that have not operated or been
maintained to divert significant funds that it may never get back

WSLEGAL\088323\00006\41522128v1
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e it seeks to penalize the purchasers who were willing to ensure that none of AlphaBow's assets
stay with the Orphan Well Association, when it did not require security to be posted in respect
of the purchasers or transfer applications that only involved select assets;

e it appears inconsistent with the AER's purported goal of protecting the orphan fund given that
a substantial sales process has already been run and there is no evidence that a better offer
would be available;

e it found Cascade Capture Ltd. to have high financial distress when it is a startup and there is
no evidence of any distress, it has not commenced operations yet, it has only incurred costs
associated with its attempts to acquire assets from AlphaBow;

e it considers outstanding operational issues which are currently under the purview of the
Orphan Well Association and appear not to have been addressed despite their obligations to
provide care and custody. This supports why the assets should be transferred and the reality
that any assumption of distressed assets will require time and resources to address. Such efforts
will be impeded by any security request; and

e Given AER amendments to section 103 of the Oil and Gas Conservation Act which designate
security requests as a debt, it is unclear the ability of the AER to seek to enforce this debt
obligation in respect of AlphaBow which would take funds away that would otherwise be
distributed to municipalities.

The decision is inconsistent with how the AER treats transfers where the assets are with the orphan
fund and risks $205,518,226 of liabilities remaining with the Orphan Well Association and its
inventory doubling. Further it creates a bad precedent which will risk the creation of more zombie
companies whereby insolvencies and sales processes are not pursued as the assumption of assets from
insolvencies is uneconomic.

We kindly request a response by July 18, 2025 and a meeting with the AER as soon as possible so that
it can determine whether the outstanding transactions can proceed and failing which next steps
regarding its insolvency process. Further, we kindly request details of the operational concerns noted
in the letter to Cascade Capture Ltd.

Yours truly,

Keely Cameron

Keely Cafieron

cc: Jeffrey Oliver - Counsel for KSV Restructuring Inc.
Maria Lavelle — Counsel for Alberta Energy Regulator
David Mann - Counsel for 2628071 Alberta Ltd. and 2628069 Alberta Ltd.

WSLEGAL\088323\00006\41522128v1
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A COMMISSIONER FOR OATHS IN AND
FOR THE PROVINCE OF ALBERTA

Sophie Fiddes
Barrister & Solicitor
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From: Directive088Transfers

Sent: Wednesday, July 16, 2025 3:27 PM

To: Jan Zhao

Cc: Directive088Transfers

Subject: Application No. 1957129 - AlphaBow Energy Ltd. to Cascade Capture Ltd. - Decision
Good Afternoon Jan,

The AER is acknowledging receipt of the letter dated July 14, 2025, from
Bennett Jones on behalf of AlphaBow Energy Ltd. Further to the AER’s decision
letter dated July 10, 2025, security was calculated in accordance with section
6.1.2 of Manual 23. Application decisions are final and the amount of security
that has been calculated as a condition of this approval will not be negotiated or
adjusted.

As a reminder, the deadline of July 17, 2025, to accept the conditions for
Application No. 1957129 remains.

Thanks,

LaiLoni Boswell, Manager

Eligibility, Transfers & Security, Regulatory Applications

Alberta Energy Regulator

This email and any files transmitted with it are confidential and intended solely for the use of
the individual or entity to whom they are addressed. If you have received this email in error
please notify the system manager. This message contains confidential information and is
intended only for the individual named. If you are not the named addressee you should not
disseminate, distribute or copy this e-mail.

Security Classification: Protected A
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From: Ben Li <benli@alphabowenergy.com>

Sent: Friday, July 18, 2025 12:49 PM

To: rob.morgan@aer.ca

Cc: Keely Cameron <CameronK@bennettjones.com>
Subject: AER’s Decision Regarding Alphabow’s Asset Sale

Mr. Morgan,

I am the CEO of AlphaBow Energy Ltd., | am writing to request a meeting to
discuss AlphaBow's circumstances and next steps as it seeks to conclude its
insolvency process. | can confirm that the meeting is not sought to discuss any
current applications of AlphaBow as the AER will be closing the relevant
application. While | initially sought a meeting with your transfer and insolvency
teams, that request appears to have been rejected which is why | am seeking to
escalate the matter.

By way of background, | became CEO of AlphaBow at a time that is was struggling
financially and was working on a plan to address its liquidity challenges when the
AER deemed AlphaBow a "material risk" of insolvency which compounded its
financial challenges, which were subsequently worsened when the AER then
sought over $15 million is security, rejected AlphaBow's payment plan and then
directed all of AlphaBow's assets to be shut in and then orphaned at great cost to
the industry.

Notwithstanding challenges that other struggling companies have faced given the
AER's approach to insolvencies, AlphaBow was committed to ensuring all of its
environmental obligations were addressed and the costs incurred by the orphan
fund repaid. As aresult, it ran a robust sales process that resulted in purchasers
being found for all of AlphaBow's assets and sales proceeds generated that
would enable payment to the orphan fund. Additionally, one of our purchasers
has even offered to post security of approximately $13 million with the AER for the
assets they are assuming. As | am sure you are aware from your experience, not
all companies would be prepared to post large amounts of security, where they
are taking on significant environmental liabilities and assets that have been with
the OWA for almost a year and will require significant costs and steps to bring
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into compliance.

The results of the sales process were discussed with the AER almost a year ago
and further meetings and engagement occurred to try to ensure that the AER was
ok with the steps taken in these proceedings. Atthe request of the AER,
AlphaBow sought to advance the majority of its applications for court approval of
sales together at an application in December, despite the challenges that doing
so posed as it required them to delay transactions that were otherwise prepared
to close which ultimately resulted in a few purchasers reducing their offers. We
proceeded with the understanding that the AER intended to consider the transfer
applications holistically, however, it does not appear that this occurred. Rather,
the AER approved select transactions with no conditions, waiting until the final
four transactions to once again seek a significant security deposit from AlphaBow
as well as the purchaser, seeking collectively approximately $25 million. In doing
so, they have penalized the parties willing to take the largest amounts of liability
on, disincentiving the behavior they told us to pursue. They have also sought
more money from AlphaBow then previously sought, despite AlphaBow having
less liabilities and have sought an amount that once against they know AlphaBow
does not have.

Our counsel sent the attached letter to the AER to request a meeting and
rescission of the decision. In response we were told that the decision was final
and the funds had to be posted or the application will be closed. As AlphaBow
cannot pay the funds sought, we understand that the application is being closed.
Prior to potentially advancing challenges of the AER's decision and positions
advanced therein, we would like to have a meeting with the AER to better
understand their position and expectations to see if a resolution can be reached
in the interest of Albertans. We had thought that we were aligned in seeking to get
all of AlphaBow's assets out of the orphan fund but now it seems that the AER is
seeking to block the transactions that would do so, after having approved other
transactions without any security request from AlphaBow. Had the AER
articulated concerns earlier with these transactions or expectations regarding a
significant security request, that may have impacted the transactions that were
pursued.

The amount of liability at issue is over $200 million. AlphaBow continues to want
to work with the AER to find an outcome that is in the best interest of all
stakeholders, but we cannot do so when the AER will not be transparent on its
expectations and work with us on a resolution. The longer that the sale of these
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assets is delayed, the greater risk that they will remain with the orphan fund. If
that is the AER's intention, it would be helpful to know this so that AlphaBow does
not expend further time and effort trying to sell assets if the AER has determined
they are not prepared to permit such transactions to proceed.

| thank you for your consideration and look forward to hearing from you.

Regards

Ben Li
CEO of Alphabow Energy Ltd.
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Alberta Calgary Head Office

Energy Q Suite 1000, 250 - 5 Street SW
=g Regulator Calgary, Alberta T2P OR4

tel 403-297-8311

Application No. 1957129 aer.ca
July 18, 2025

By email only

Jan Zhao
AlphaBow Energy Ltd. (BA Code A7H2)

Kevin Gunning
Cascade Capture Ltd. (BA Code A97Y)

Licence Transfer from AlphaBow Energy Ltd. to Cascade Capture Ltd.
Withdrawn

Dear Jan Zhao and Kevin Gunning,

The Alberta Energy Regulator (AER) received the subject licence transfer application from
AlphaBow Energy Ltd. (AlphaBow) to Cascade Capture Ltd. (Cascade) on March 4, 2025, initiating a review
with respect to the requirements of Directive 088: Licensee Life-Cycle Management and supplemental

guidance within Manual 23: Licensee Life-Cycle Management.

This letter is to confirm receipt of Cascade’s withdrawal request dated July 17, 2025, and confirm the

application has now been closed.

AlphaBow and Cascade can resubmit a transfer application at any time. Regardless of the terms of a sale
agreement between parties, the responsibilities and obligations to the AER remain with AlphaBow as licensee

of record.

If AlphaBow or Cascade have any questions, please reach out to Directive088Transfers@aer.ca.

Sincerely,

Nicole McCulloch
Specialist, Eligibility, Transfers & Security

Regulatory Applications

Ry Inquiries 1-855-297-8311 Q, 24-hour emergency 1-800-222-6514 @ inquiries@aer.ca

Security Classification: Protected A
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Cost to clean up orphan wells in Alberta
reaches all-time high

More orphans expected as multiple companies in bankruptcy

Kyle Bakx - CBC News - Posted: Aug 29, 2025 2:00 AM MDT | Last Updated: August 29

Inactive wells that are not properly plugged and cleaned up could {eak contaminants into the soil and air. (Kyle
Bakx/CBC)

The expected cost to clean up orphan oil and natural gas wells in Alberta has surpassed
one billion dollars — reaching an all-time high.

The number of orphan wells in need of cleanup nearly doubled over the last year to
reach 3,388 compared to 1,719 the previous year.

In Alberta, any unsold wells, pipelines and facilities following the bankruptcy of an oil
and gas company are declared orphans and become the responsibilities of the Orphan
Well Association (OWA) to decommission and remediate.

https://www.cbc.ca/news/canada/calgary/bakx-owa-seqouia-alberta-orphan-wells-1.7620267 1/5
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The recent spike in workload for the OWA follows the end of Sequoia Resource's 109
insolvency process, which began in 2018. There are 1,800 Sequoia wells that need to be
decommissioned, in addition to 565 sites requiring only reclamation.

"The Sequoia impact is huge. We kind of knew it would be huge. I still think it might be
a little bigger than I expected,” said Drew Yewchuk, a former staff lawyer with the
University of Calgary's Public Interest Law Clinic who closely follows the issue.

This natural gas well near Two Hills, Alta. had been inactive since 2012, and its owner Sequoia Resources ceased
operations in 2018. The bankruptcy proceedings were eventually completed in 2024. (Kyle Bakx/CBC)

As of March 31, 2025, the OWA estimate total cleanup costs to total about $1.12 billion,
according to the organization's annual report released this summer.

The OWA could face another rise in cleanup costs as another five oil and gas companies
are in the midst of bankruptcy, which are expected to wrap up in the next year or two.
The OWA is involved in the insolvencies and the organization anticipates the result will
be an influx of orphans.

"It's tough to predict exactly how much they'll pick up from those bankruptcies, but it's
probably going to be in the few-hundred-million-dollar range," said Yewchuk.

The OWA is funded largely through an annual levy determined by the Alberta Energy
Regulator (AER) and paid by the oil and gas industry. The levy was increased two years
ago to $135 million.

o Alberta's oilsands to hit record production high in 2025
¢ Alberta now on track for even bigger budget deficit, now at $6.5B

Last year, the OWA estimated it would take until 2036 to clean up all the orphans. That
timeline has now been extended, since it will more likely be between 2037 and 2040,
said OWA president Lars DePauw in an interview with CBC News.

"That does depend on a number of components, such as what happens with the levy.
The AER did increase itand we are expecting to see some other increases [in the

https://www.cbc.ca/news/canada/calgary/bakx-owa-seqouia-alberta-orphan-wells-1.7620267 2/5
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future]," he said.

The number of orphans has continued to increase, although DePauw expects that trend
to slow in a few years as regulatory changes by the AER are proving to be effective so

far.

The number of Sequoia natural gas wells and other infrastructure is a large number to clean up, said Lars
DePauw, president of the Orphan Well Association, as seen during a 2024 interview. (Kyle Bakx/CBC)

The record level of clean-up work facing the OWA underscores the need for increased
funding for the agency, said Yewchuk.

The annual levy "should go to at least a few multiples of what it is now," he said, since
“there will be problems. It's an up and down industry. There are lots of foreseeable
problems for the oil and gas industry coming, and it's aging in Alberta.”

"Instead of having these really long-term plans, the industry should be using periods of
high prices to clean up and prepare for downturns. And instead they are still sort of
assuming that good times will last forever, and planning to have long, long periods of
good oil and gas prices," said Yewchuk.

Some of the levy funds are used each year to pay back loans from the provincial and
federal government, which currently total about $360 million.

https://www.cbc.ca/news/canada/calgary/bakx-owa-seqouia-alberta-orphan-wells-1.7620267
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An aerial view as a well pipe is pulled up out of the ground during the decommissioning of a old natural gas well
in Alberta in 2020. (Kyle Bakx/CBC)

In some previous years, the OWA has been able to decommission about 1,000 wells a
year.

"That's sort of our peak, and so we are expecting to ramp up to that level again,"
said DePauw. )

BC's Journalistic Standards and Practi - About CBC News

https://www.cbc.ca/news/canadal/calgary/bakx-owa-seqouia-alberta-orphan-wells-1.7620267 4/5
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Oil and Gas Conservation Act, RSA 2000, c 0-6  French

This statute replaces RSA 1980, ¢ O-5.
This version is not the latest.

Past version: in force between 2017-06-07 and 2020-06-14

Link to the latest https://canlii.ca/t/824r
version ©.

Stable link to this httpsi//canliica/t/52zk1
version ®:

Citation to this version: Oil and Gas Conservation Act, RSA 2000, ¢ 0-6, <httpsi/caniiica/t/52zk 1>
retrieved on 2025-09-11

OIL AND GAS CONSERVATION ACT

Chapter O-6

HER MAJESTY, by and with the advice and consent of the Legislative Assembly of Alberta, enacts as follows:

interpretation
(1) Inthis Act,

(3} “abandonment”, subject to section 53(a), means the permanent dismantlement of a well or facility in the
manner prescribed by the regulations or rules and includes any measures required to ensure that the well or
facility is left in a permanently safe and secure condition;

(b} “abandonment costs”, subject to section §8(b), means the reasonable costs actually incurred in the
abandonment of a well or facility;

{c} “agent” means an agent appointed under section $1;

(d} “allowable”, when that ferm is used in connection with a well, means the amount of oil or gas a well 15
permitted to produce, i accordance with an order of the Regulator for this purpose, after application of
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Enforcement of lien

103(1) In this section,

(a) “debtor” means a person who is indebted to the Regulator for any costs, levy, fee, penalty or other

amount;
(b) “pavor” means

(1) apurchaser, operator or other person who owes money to or holds or receives money on behalf of a
debtor as a result of a sale of the debtor’s proportionate share of any gas, oil or other hydrocarbon
produced from a well or facility, and

(1) aperson who holds or receives revenue owing to the debtor resulting
(A) from the use of a well or facility by another person, or
(B) from the provision of services by the debtor.

(2) The Regulator has a lien in respect of a debtor’s debt on the debtor’s interest in any wells, facilities and
pipelines, land or mterests in land, including mines and minerals, equipment and petroleum substances. and when
it arises, the lien has priority over all other liens, charges, rights of set-off, mortgages and other security interests.

(3) The Regulator’s lien arises when the debtor fails to satisfy the debt when due, and expires on full satisfaction
of the debt.

(4) The Regulator may enforce its lien by serving on the debtor and the payor a notice of garnishment in the form
prescribed by the regulations or rules.

(5) On receipt of a notice of garnishment, the payor shall forward to the Regulator for payment on account of the
debt owing to the Regulator all money and revenue referred to in subsection (1)(b) that is then owing or later
becomes owing to the debtor.

(6) The obligation to make payments under subsection (5) continues until the Regulator advises the payor that
the debt has been paid i full.

(7) Any payment to the Regulator on the account of the debtor under this section is deemed to be a payment to
the debtor and releases the payor from liability in debt to the debtor to the extent of the payment.

{8) A payor who fails to comply with a notice of garnishment is guilty of an offence.

(9) A payor who fails to comply with a notice of garnishment or makes payment to a debtor in contravention of
the notice of garnishment is indebted to the Regulator for an amount equal to the amount the pavor is required to

pay pursuant to the notice of gamishment or the amount of the payment made to the debtor, whichever is less.
RSA 2000 c0-65103;2012 ¢R-17 3 8973 10.(32),33)



THIS IS EXHIBIT "H"

Referred to in the Affidavit of

BEN LI

Sworn before me at Calgary, this
15th day of September, 2025

A COMMISSIONER FOR OATHS IN AND
FOR THE PROVINCE OF ALBERTA

Sophie Fiddes
Barrister & Solicitor

115



116

Oil and Gas Conservation Act, RSA 2000, c O-6

This statute replaces RSA 1980, ¢ O-5.
Current version: in force since 2025-06-11
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