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INTRODUCTION

1. Alvarez & Marsal Canada Inc. (“A&M) understands that on December 9, 2013,
Alston Energy Inc. (“Alston” or the “Company”), will be making an application
to the Court of Queen’s Bench of Alberta for an Order (the “Initial Order”)
granting a stay of proceedings against Alston until J anuary 8, 2014 pursuant to the
Companies’ Creditors Arrangement Act, R.S.C. 1985, ¢.C-36, as amended, (the
“CCAA”).

2. A&M is the proposed monitor (the “Proposed Monitor”) in the CCAA

proceedings.
PURPOSE

3. This report (the “Report”) is prepared by A&M as Proposed Monitor to provide
the Court with A&M’s qualifications to act and the report referred to in paragraph
23(1)(b) of the CCAA as the Court considers the Applicants’ request for relief.

A&M’S QUALIFICATIONS TO ACT AS MONITOR

4. A&M is a trustee within the meaning of subsection 2(1) of the Bankruptcy and
Insolvency Act (the “BIA™). A&M is not subject to any of the restrictions on who
may be appointed Monitor set out in section 11.7(2) of the CCAA and, in
particular, neither A&M nor any of its representatives have been at any time in

the two proceeding years:
a) the auditor of Alston; or

b) engaged by the Company in connection with any consulting or

restructuring matters.

5. A&M has consented to act as Monitor should the Court grant the Applicants’

request to commence CCAA proceedings.



PROJECTED CASH FLOW

6. In accordance with section 10(2) of the CCAA, the Company has prepared a 13-
week cash flow forecast for their receipts and disbursements for the period of
December 9, 2013 to March 7, 2014 (the “Cash-Flow Statement”). In preparing
the Cash-Flow Statement, management of the Company has used the probable and
hypothetical assumptions as set out in the notes A-M (the “Notes™) to the Cash-

Flow Statement.

7. A copy of the signed Cash-Flow Statement and Notes are appended as Exhibit
“L” to the Affidavit of Don Umbach sworn December 6, 2013 (the “December 6"
Umbach Affidavit”) and are attached hereto as Appendix A.

8. As indicated in the Cash-Flow Statement, the Company estimates that it will have
total receipts of approximately $1,349,000 and total disbursements of
approximately $2,262,000 for the period of December 9, 2013, 2013 to March 7,
2014. In order to maintain a sufficient cash balance through to March 7, 2014, the
Alston has forecast to draw a maximum of $850,000 (subject to prior court
approval) on a proposed Interim F inancing loan it will require to fund operations,
capital expenditures and restructuring costs during the 13 week period. The
Proposed Monitor understands that an application by the Alston will be made in

the coming weeks seeking approval of Interim Financing.

9. As reflected in the Cash-Flow Statement and as set out in the December 6"
Umbach Affidavit, the Company has sufficient funds to satisfy its projected uses
of cash for the next 13-weeks, which is also discussed further in the Notes to the

Cash-Flow Statement.
PROPOSED MONITOR’S REVIEW OF THE CASH-FLOW STATEMENT

10. We have reviewed the Cash-Flow Statement in our capacity as proposed monitor
(the “Proposed Monitor”) of the Company. The sole purpose of the Proposed

Monitor’s report is to provide the Court with our findings with respect to our
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11.

review of the Company’s Cash-Flow Statement as to its reasonableness in

accordance with section 23(1)(b) of the CCAA.

Our review consisted of inquiries, analytical procedures and discussion related to
information supplied to us by certain of the management and employees of the
Company. Since hypothetical assumptions need not be supported, our procedures
with respect to them were limited to evaluating whether they were consistent with
the purpose of the Cash-Flow Statement. We have also reviewed the support
provided by management of the Company for the probable assumptions and the

preparation and presentation of the Cash-Flow Statement.

PROPOSED MONITOR’S OPINION ON CASH-FLOW STATEMENT

12.

13.

Based on our review, nothing has come to our attention that causes us to believe

that, in all material respects:

a) the hypothetical assumptions are not consistent with the purpose of

the Cash-Flow Statement;

b) as at the date of this report, the probable assumptions developed by
management are not suitably supported and consistent with the plans
of the Company or do not provide a reasonable basis for the Cash-

Flow Statement, given the hypothetical assumptions; or

¢) the Cash-Flow Statement does not reflect the probable and

hypothetical assumptions.

Since the Cash-Flow Statement is based on assumptions regarding future events,
actual results will vary from the information presented even if the hypothetical
assumptions occur, and the variations may be material. Accordingly, we express
no assurance as to whether the Cash-Flow Statement will be achieved. We
express no opinion or other form of assurance with respect to the accuracy of any
financial information presented in this report, or relied upon by us in preparing

this report.



14. The Cash-Flow Statement has been prepared solely for the purpose described

above, and readers are cautioned that it may not be appropriate for other purposes.

Dated at Calgary, this 6™ day of December, 2013.

ALVAREZ & MARSAL CANADA INC.,
in its capacity as Proposed Monitor of

Mergy Inc.

/ ) e
P N
a‘%\%j
Tim Reid, CA, CIRP Orest Konowalchuk, CA, CIRP
Senior Vice President Director
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#1100, 744 - 4™ Avenue SW
Calgary, AB T2P 374

Phone | (403) 265-2770
Fax | (403) 265-2775
www.aistonenergy.ca

December 6, 2013

Alvarez & Marsal Canada ULC
Bow Valley Square [

Suite 570, 202 — 6" Avenue SW
Calgary, Alberta T2P 2RO

Attention: Tim Reid, CA, CIRP
Dear Sir:

Re: Proceedings under the Companies’ Creditors Arrangement Act (“CCAA”)
Responsibilities/Obligations and Disclosure with Respect to Cash Flow Projections

In connection with the application by Alston Energy Inc. (“Alston”) for the commencement of
proceedings under the CCAA in respect of Alston, the management of Alston (the “Management”) has
prepared the atiached Cash-Flow Statement and the assumptions on which the Cash-Flow Statement is
based.

Alston confirms that:

. The Cash-Flow Statement and the underlying assumptions are the responsibilities of Alston;

2. All material information relevant to the Cash-Flow Statement and to the underlying assumptions
has been made available to Alvarez & Marsal Canada Inc. (the “Proposed Monitor™), in its
capacity as Proposed Monitor; and

3. Management has taken all actions that it considers necessary to ensure that the:

a. individual assumptions underlying the Cash-Flow Statement are appropriate in the
circumstances; and

b. individual assumptions underlying the Cash-Flow Statement, taken as a whole, are
appropriate in the circumstances.

Yours truly,
Alston Energy Inc.

-

7 * Don Umbach
A~ President & Chief Executive Officer
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