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Court File No. CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE

COMMERCIAL LIST

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 OR COMPROMISE OR
ARRANGEMENT OF DISCOVERY AIR INC.

Applicant
NOTICE OF MOTION

TAKE NOTICE that the Ad Hoc Committee (the “Ad Hoc Committee”) of Holders
of 8.375% Unsecured Debentures issued by the Applicant, Discovery Air Inc.
(“Discovery”), pursuant to the Convertible Debenture Indenture dated May 12, 2011,
amended November 27, 2014 (the “Debentures”), will make a motion to the Honourable
Justice Hainey of the Commercial List on July 24, 2018, at 9:30 a.m., or as soon after
that time that the motion can be heard, at 330 University Avenue, 9" Floor, Toronto,

Ontario, or at such other time and place as the Court may direct.

THE PROPOSED METHOD OF HEARING: The motion is to be heard:

|:| in writing under subrule 37.12.1(1)
|:| in writing as an opposed motion under subrule 37.12.1(4);

orally.

THE MOTION IS FOR:

1. An Order, if necessary, validating the manner of and abridging the time for
service and filing of this Notice of Motion and Motion Record, and dispensing with any

further service thereof;

2. An Order, substantially in accordance with the draft order appended hereto as

Schedule “A”, granting leave:



(&) toissue an Application for a Bankruptcy Order pursuant to the Bankruptcy
and Insolvency Act, R.S.C. 1985, C-B3, as amended (“BIA”), against
Discovery, and to serve such Application for a Bankruptcy Order, and any
supporting affidavit or other evidence, upon Discovery by delivering copies
to their counsel of record in this application, for hearing concurrently with

the termination of these proceedings;

(b)  to issue a Statement of Claim with respect to the Oppression Action
(defined below), but not to serve the Statement of Claim on the
defendants, prior to the termination of these proceedings, without further

leave of the Court;

3. Such other relief as counsel may request and as this Honourable Court deems
just.

THE GROUNDS FOR THE MOTION ARE:

A. Background

4. Discovery is a holding company that earns revenue through its subsidiaries.
Prior to December 2017, Discovery was the 100% owner of Discovery Air Defence
Services (“DADS,” now known as “Top Aces”) a provider of military air training services.

DADS was the most valuable of Discovery’s operating subsidiaries;

5. Discovery’s shares were previously publicly traded and listed on the Toronto
Stock Exchange (“TSX”). Following a going private transaction on May 26, 2017, the
Clairvest Group Inc. and its affiliates (“Clairvest”) acquired 100% of Discovery’s equity

and its shares were de-listed from the TSX;

6. The Debentures were issued by Discovery pursuant to an indenture dated May
12, 2011, and remain outstanding. Until they were cease traded on April 27, 2018, the
Debentures were listed on the TSX and, following the going private transaction, were

the only publicly traded security of Discovery;



7. As of December 2016, Clairvest owned 87.5% of Discovery’s listed outstanding

common shares and controlled its board of directors;

8. In December 2016 and June 2017, Discovery’s board, which was controlled by
Clairvest, caused DADS to enter into a series of related party transactions with Clairvest
(the “Impugned Transactions”) which appear to have granted Clairvest options to
acquire equity of DADS at a fraction of its true value (the “Options”), to the benefit of

Clairvest and to the detriment of Discovery and its Debenture holders;

9. In December 2017, following the announcement that DADS had won a coveted
long-term contract with the Canadian military, Clairvest exercised the Options. It
appears that the effect of the Options was to allow Clairvest to acquire equity of DADS
that may have had a fair market value of approximately $100 million or more in
exchange for the retirement of $18.4 million in secured liabilities;

10. Following the completion of these transactions, Discovery became insolvent and,
on March 21, 2018, filed for and was granted protection under the Companies’ Creditors
Arrangement Act, R.S.C., 1985, c. C-36 (the “CCAA proceedings”);

11. From the outset, Discovery has taken the position that the principal purpose of
the CCAA proceedings is to conduct a sale solicitation process for certain of Discovery’s

wholly-owned subsidiaries and other equity interests and assets;

12. Discovery and Clairvest negotiated four stalking horse agreements, all dated as
of March 21, 2018, pursuant to which Clairvest agreed to act as a “stalking horse

purchaser” in connection with Discovery’s sale of its equity interests;

13. A sale solicitation process was approved by the Court on April 4, 2018 (the “Sale
Process”), which set out the terms on which Discovery’s equity interests would be
marketed for sale, including the bidding procedures to be used in connection with the

Sale Process;

14. The Sale Process is concluding, and Discovery has obtained Court orders

vesting the subject assets in an entity incorporated by Clairvest;



15. The proceedings of the Sale Process are not sufficient, in and of themselves, to
generate any recovery in respect of the Debentures, and the Ad Hoc Committee’s
understanding is that there is no intention on the part of Discovery to continue these
proceedings beyond the completion of the Sale Process for the purpose of attempting to

restructure the obligation associated with the Debentures.

B. Leave to Issue Oppression Action

16. The Ad Hoc Committee is concerned that the Impugned Transactions and other
related activities described above were contrary to the best interests of Discovery, and
were oppressive, prejudicial, and unfairly disregarded the reasonable expectations of
the holders of the Debentures, and that these CCAA proceedings are the culmination of

a scheme by Clairvest to defeat the interests of the Debenture holders;

17. Representatives of the Ad Hoc Committee wish to commence litigation in respect
of the Impugned Transactions (the “Oppression Action”), but it is necessary for them to

obtain an order lifting the stay of proceedings to allow them to do so;

18. The holders of the Debentures would be unfairly prejudiced if they were
precluded, by reason of the current stay of proceedings, from taking the procedural

steps required to preserve their rights and potential claims;

C. Leave to Issue Application for a Bankruptcy Order
19. Discovery is indebted to the Debenture holders in the sum of $34.5 million, on an

unsecured basis;

20. Discovery has admitted that it is insolvent and it appears that there is not enough
value in the estate to satisfy the debt owed in respect of the Debentures;

21. Discovery has, within the six months next preceding the date of the filing of this

Notice of Motion, committed the following acts of bankruptcy, namely it has:

(@) given notice to its creditors that it has suspended, or that it is about to

suspend, payment of its debts; and



(b)  ceased to meet its liabilities generally as they have become due in that it

has failed to meet its obligations to the Petitioner and to other creditors.

22.  Sections 11 and 11.02 of the Companies’ Creditors Arrangement Act RSC 1985,

c. C-36.

23. Rules 3.02, 16.08, and 37 of the Rules of Civil Procedure, RRO 1990. Reg. 194.

24.  Such other grounds as counsel may advise and this Honourable Court may

consider.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of

the motion:

25.  The Affidavit of Stephen Campbell, sworn on April 3, 2018;

26. The Affidavit of Lauren Pearce, affirmed on June 18, 2018;

27.  The pleadings and proceedings herein; and,

28.  Such further and other materials as counsel may advise and this Honourable

Court may permit.

July 16, 2018

Paliare Roland Rosenberg Rothstein LLP
155 Wellington Street West, 35" Floor
Toronto, ON M5V 3H1

Fax: 416.646.4301

Massimo Starnino (LSO# 41048G)
Tel: 416.646.7432
Email: max.starnino@paliareroland.com

Emily Home (LSO# 72248S)
Tel: 416.646.6310
Email: emily.home@paliareroland.com

Siskinds LLP

100 Lombard Street, Suite 302
Toronto, ON M5C 1M3

Fax: 416-594-4393



TO: THE SERVICE LIST

Serge Kalloghlian (LSO#: 55557F)
Tel: 416-594-4392
Email: serge.kalloghlian@siskinds.com

Lawyers for the Ad Hoc Committee of
Holders of the Debentures
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SCHEDULE “A”

Court File No. CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

THE HONOURABLE MR. ) THE 24th DAY
) OF JULY, 2018

JUSTICE HAINEY )

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 OR COMPROMISE OR
ARRANGEMENT OF DISCOVERY AIR INC.

Applicant

ORDER

THIS MOTION, made by the Ad Hoc Committee (the “Ad Hoc Committee”) of
Holders of 8.375% Unsecured Debentures issued by the Applicant, Discovery Air Inc.
(“Discovery”), pursuant to the Convertible Debenture Indenture dated May 12, 2011,
amended November 27, 2014 (the “Debentures”), pursuant to the Companies'
Creditors Arrangement Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), for an
order granting them leave to issue an Application for a Bankruptcy Order pursuant to
the Bankruptcy and Insolvency Act, R.S.C. 1985, C-B3, as amended (“BIA”), and to
issue and serve a Statement of Claim, both as against Discovery, together with related

relief, was heard this day at 330 University Avenue, Toronto, Ontario.

ON READING the Notice of Motion of the Ad Hoc Committee, the Affidavit of
Stephen Campbell, sworn April 3, 2018, including the exhibits thereto, and on hearing



the submissions of counsel for the Ad Hoc Committee, counsel to the Monitor, counsel

to Discovery, and the other parties,

1. THIS COURT ORDERS that the time for and manner of service of the Notice of
Motion and the Motion Record herein is hereby abridged and validated so that this

Motion is properly returnable today and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that the stay of proceedings imposed by the Initial Order
in these proceedings, dated March 21, 2018, as it may be extended from time to time,

shall not apply with respect to the following:

(@) the issuance and service of an Application for a Bankruptcy Order, and
any supporting affidavit or other documents, as against Discovery
pursuant to the BIA, substantially in the form attached as Appendix “A”

(“Bankruptcy Application”); and

(b) the issuance of a Statement of Claim by the Ad Hoc Committee, or by
their counsel or other lawful representatives, as against Discovery,
substantially in the form attached as Appendix “B”, subject to revisions

and/or amendments as necessary or advisable (“Oppression Action”).

3. THIS COURT ORDERS AND DECLARES that for the purpose of service of the
Bankruptcy Application, counsel of record for Discovery in these proceedings
(“Discovery Counsel”) is an agent of Discovery, and valid and effective personal
service of the Bankruptcy Application may be made by leaving a copy of the document

with said counsel, and nothing herein shall constitute Discovery Counsel as solicitors of



record for Discovery in respect of the proceedings commenced by the Bankruptcy

Application.

4. THIS COURT ORDERS that the Bankruptcy Application shall be returnable to a
judge of this Court on the day of the filing of the Monitor’s certificate confirming the
termination of these proceedings, at 9:30 a.m. or at such later time that day as the
Bankruptcy Application may be heard, and no further step shall be taken with respect to

the Bankruptcy Application in the interim without leave of the Court.

5. THIS COURT ORDERS that prior to filing of the Monitor’s certificate confirming
the termination of these proceedings, the Statement of Claim in the Oppression Action

shall not be served on the defendants, except with leave of the Court.

Hainey J.
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APPENDIX “A”
Court File No.

ONTARIO
SUPERIOR COURT OF JUSTICE
(IN BANKRUPTCY AND INSOLVENCY)

IN THE MATTER OF THE BANKRUPTCY OF
DISCOVERY AIR INC.
of the City of Toronto, in the Province of Ontario

APPLICATION FOR BANKRUPTCY ORDER

Stephen Campbell (the “Petitioner”), hereby makes an application to the Court

that Discovery Air Inc. (the “Respondent”) be adjudged bankrupt and that a bankruptcy

order be made in respect of the property of the Respondent of the City of Toronto in the

Province of Ontario, carrying on business at 170 Attwell Drive, Suite 370, Etobicoke,

Ontario, and says:

1.

That the Respondent is an insolvent person within the meaning of the Bankruptcy
and Insolvency Act (Canada) and has at some time during the six months next
preceding the filing of this application carried on business in the City of Toronto in

the Province of Ontario within the jurisdiction of this Court.

That the Respondent is justly and truly indebted to the Petitioner in respect of
8.375% subordinated unsecured convertible debentures issued by the
Respondent having a face value of $242,000, and interest and costs continuing

to accrue.

That the Petitioner does not, nor does any person on his behalf, hold any security
on the said Respondent’s property, or on any part thereof, for the payment of the

said sum.

13



4. That the Respondent did, within the six months next preceding the date of the

filing of this application, commit the following act of bankruptcy, namely it has:

a. given notice to its creditors that it has suspended, or that it is about to

suspend, payment of its debts; and

b. ceased to meet its liabilities generally as they have become due in that it

has failed to meet its obligations to the Petitioner and to other creditors.

5. That A. Farber & Partners Inc., of the City of Toronto, is qualified to act as trustee

of the property of the said debtor, and has agreed to act as such. and is

acceptable to the undermentioned creditors:

Manotick, Ontario K4M 1A3

Creditor Address Amount of Debt

Stephen Campbell 5544 Whitewood Avenue, | $242,000
Manotick, Ontario KAM1C7

Pamela Campbell 5544 Whitewood Avenue, | $131,000
Manotick, Ontario KAM1C7

Lindsay Campbell 5544 Whitewood Avenue, | $46,000
Manotick, Ontario KAM1C7

Gail Pepler 1125 Currier Street, | $165,000

Dated at the City of Toronto this 18" day of June, 2018.

SIGNED by the Petitioner
in my presence

STEPHEN CAMPBELL

(Signature of witness)




Issued at the City of Toronto, in the Province of Ontario, this

day of June, 2018.

15

Registrar in Bankruptcy
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Court File No.: »

ONTARIO
SUPERIOR COURT OF JUSTICE

[Commercial List]
BETWEEN:
STEPHEN CAMPBELL
Plaintiff
-and -

CLAIRVEST GROUP INC., DISCOVERY AIR INC., TOP ACES INC., TOP ACES
HOLDINGS INC., KENNETH ROTMAN, ADRIAN PASRICHA, ROD PHILLIPS,
MICHAEL M. GRASTY, G. JOHN KREDIET, MICHAEL MULLEN, ALAIN
BENEDETTI, THOMAS HICKEY, PAUL BERNARDS, ALAN TORRIE, and JACOB
SHAVIT.

Defendants

STATEMENT OF CLAIM

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
plaintiff. The claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer
acting for you must prepare a statement of defence in Form 18A prescribed by the Rules
of Civil Procedure, serve it on the plaintiff’s lawyer or, where the plaintiff does not have
a lawyer, serve it on the plaintiff, and file it, with proof of service, in this court office,
WITHIN TWENTY DAYS after this statement of claim is served on you, if you are
served in Ontario.

If you are served in another province or territory of Canada or in the United
States of America, the period for serving and filing your statement of defence is forty
days. If you are served outside Canada and the United States of America, the period is
sixty days.

Instead of serving and filing a statement of defence, you may serve and file a
notice of intent to defend in Form 18B prescribed by the Rules of Civil Procedure. This

3512168.12



will entitle you to ten more days within which to serve and file your statement of
defence.

IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE
GIVEN AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE
TO YOU. IF YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO
PAY LEGAL FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY
CONTACTING A LOCAL LEGAL AID OFFICE.

TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DISMISSED
if it has not been set down for trial or terminated by any means within five years after the
action was commenced unless otherwise ordered by the court.

Date: [e] , 2018 Issued by

19

Local registrar

Address of  Superior Court of Justice
court office 361 University Avenue
Toronto, Ontario M5G 1T3

TO: Clairvest Group Inc.
22 St. Clair Avenue East, Suite 1700
Toronto, ON, M4T 2S3

AND TO: Discovery Air Inc.
170 Attwell Drive, Suite 370
Etobicoke, ON, M9W 575

AND TO: Top Aces Inc.
1675 Trans Canada, Suite 201
Dorval, Quebec, Canada
H9P 1J1

AND TO: Top Aces Holdings Inc.
c/o Clairvest Group Inc.
22 St. Clair Avenue East, Suite 1700
Toronto, ON, M4T 2S3

AND TO: Kenneth Rotman
c/o Clairvest Group Inc.
22 St. Clair Avenue East, Suite 1700
Toronto, ON, M4T 2S3

AND TO: Adrian Pasricha
c/o Clairvest Group Inc.



AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

22 St. Clair Avenue East, Suite 1700
Toronto, ON, M4T 2S3

G. John Krediet

c/o Clairvest Group Inc.

22 St. Clair Avenue East, Suite 1700
Toronto, ON, M4T 2S3

Rod Phillips

c/o Top Aces Inc.

1675 Trans Canada, Suite 201
Dorval, Quebec, Canada

HOP 1J1

Michael Grasty

c/o Discovery Air Inc.

170 Attwell Drive, Suite 370
Etobicoke, ON, MOW 575

Michael Mullen

c/o Top Aces Inc.

1675 Trans Canada, Suite 201
Dorval, Quebec, Canada

H9P 1J1

Alain Benedetti

c/o Discovery Air Inc.

170 Attwell Drive, Suite 370
Etobicoke, ON, M9W 575

Thomas Hickey

c/o Discovery Air Inc.

170 Attwell Drive, Suite 370
Etobicoke, ON, M9W 575

Alan Torrie

c/o Discovery Air Inc.

170 Attwell Drive, Suite 370
Etobicoke, ON, M9W 575

Jacob Shavit

c/o Discovery Air Inc.

170 Attwell Drive, Suite 370
Etobicoke, ON, M9W 5Z5

Paul Bernards
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c/o Discovery Air Inc.
170 Attwell Drive, Suite 370
Etobicoke, ON, M9W 575
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. DEFINED TERMS

1. In this Statement of Claim, in addition to the terms that are defined elsewhere

herein, the following terms have the following meanings:

(@)

(b)

(©)

(d)

(€)

(f)
(@)

(h)

(i)
@)

“CBCA” means the Canada Business Corporations Act, RSC, 1985, ¢ C-

44, as amended;

“CCAA” means the Companies’ Creditors Arrangement Act, RSC, 1985,
¢ C-36, as amended;

“Clairvest” means Clairvest Group Inc. and/or its affiliates, including

certain funds managed by Clairvest Group Inc.;

“Conversion Agreements” means the December 2016 Credit
Agreement, the June 2017 Credit Agreement, and the June 2017 Swap
Agreement;

“Debentures” means the 8.375% convertible unsecured subordinated

debentures of Discovery, issued pursuant to the Indenture;
“Debentureholder” means a person or entity that holds Debentures;

“December 2016 Credit Agreement” means the December 20, 2016

Credit Agreement between Clairvest, G. John Krediet, and Top Aces;

“Defendants” means, collectively, Clairvest, Discovery, Top Aces, the
Individual Defendants, and, when referring to time periods following
December 14, 2017, includes Top Aces Holdco;

“Discovery” means Discovery Air Inc.;

“Indenture” means the Convertible Debenture Indenture dated May 12,
2011, together with the First Supplemental Convertible Indenture dated
November 27, 2014, between Discovery and Computershare Trust

Company of Canada;



(k)

0]

(m)

(n)

(0)

()
(@)
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“Individual Defendants” means, collectively Kenneth Rotman, Adrian
Pasricha, Rod Phillips, Michael Grasty, G. John Krediet, Michael Mullen,
Alain Benedetti, Thomas Hickey, Alan Torrie, Jacob Shavit, and Paul
Bernards;

“June 2017 Credit Agreement” means the June 5, 2017 Subordinated

Credit Agreement between Clairvest and Top Aces;

“June 2017 Swap Agreement” means the June 5, 2017 letter agreement
between Clairvest, G. John Krediet, and Discovery;

“MI 61-101” means Multilateral Instrument 61-101 Protection of

Minority Security Holders in Special Transactions;
“Top Aces” means the company known as

(1)  Top Aces Inc. (before February 1, 2013 and after January 31,
2018); and

(i) Discovery Air Defense Services Inc. (between February 1, 2013
and January 31, 2018);

“Top Aces Holdco” means Top Aces Holdings, Inc.; and

“TSX” means the Toronto Stock Exchange.

Unless otherwise stated, all dollar amounts stated herein are in Canadian dollars.

CLAIM

The plaintiff, on his own behalf and on behalf of the Debentureholders, claims

(@)

a declaration that:

0] the acts or omissions of Clairvest, Discovery, and Top Aces have

effected a result;



(i) the business and affairs of Clairvest, Discovery, and Top Aces

have been carried on or conducted in a manner; and,

(i) the powers of the Individual Defendants have been exercised in a

manner;

that is or has been oppressive or unfairly prejudicial to or that unfairly
disregards or disregarded the interests of the plaintiff and Debentureholders, as
contemplated by s. 241 of the CBCA,;

(b) an order directing that the Defendants or any of them pay to the plaintiff
and Debentureholders the amount of $35.9 million, or such other amount as the

Court may determine;

(c) punitive damages in the amount of $20 million or such other amount as the

Court may order;
(d) costs of this action on a full or substantial indemnity basis;

(e) pre-judgment and post-judgment interest pursuant to the Courts of Justice
Act, RSO 1990 ¢ C. 43;

(F)  such further and other relief as this Honourable Court may deem just.

I1l.  THE PARTIES

Plaintiff

4. Stephen Campbell is an individual Debentureholder residing in Ontario.
Defendants

5. Discovery is a CBCA corporation that provided aviation services through its

wholly owned subsidiaries. Prior to being delisted pursuant to a going-private
transaction on May 29, 2017, Discovery’s shares were listed for trading on the TSX.

Following the privatization, Discovery’s shares were owned 95.5% by Clairvest

24



(including shares held by the defendant G. John Krediet) and 4.5% by current and

former management of Discovery.

6. Clairvest is a private equity management firm in Toronto, Ontario, with
approximately $1.7 billion equity capital under management. It has significant
investments in the gaming and waste industries. At all material times, representatives of

Clairvest were members of and exercised control over Discovery’s board of directors.

7. Top Aces is a CBCA corporation that provides military airborne training services.
Between August 27, 2007 and December 14, 2017, it was a wholly owned subsidiary of
Discovery. Following that date, it became a wholly-owned subsidiary of Top Aces
Holdco.

8. Top Aces Holdco was incorporated pursuant to the CBCA in December 2017 as a
holding company for 100% of Top Aces shares. The shares of Top Aces Holdco are
currently held by a small group of investors, the majority of which are owned by

Clairvest.

9. Discovery, Clairvest, Top Aces, and Top Aces Holdco are affiliates as defined in
the CBCA.

10. Kenneth Rotman has been a director of Discovery since October 14, 2011, and
Chairman of Discovery’s board of directors since July 3, 2014. Mr. Rotman resides in

Ontario.

11. Mr. Rotman has been a director of Clairvest since 2000 and its Chief Executive
Officer (“CEO”) since January 1, 2018. Prior to becoming the CEO, he held the
position of Clairvest’s Co-CEO since 2000. Mr. Rotman controls approximately 50% or

more of Clairvest’s voting shares.

12.  Adrian Pasricha has been a director of Discovery since June 26, 2014, and a

principal of Clairvest since 2010. Mr. Pasricha resides in Ontario.

13. G. John Krediet has been a director of Discovery since October 14, 2011, and a

director of Clairvest since 2004. Mr. Krediet resides in the Netherlands.
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14.  Paul Bernards has been the Chief Financial Officer of Discovery since April 1,

2014. Mr. Bernards resides in Ontario.

15.  Thomas Andrew Hickey has been a director of Discovery since January 25,
2017. Mr. Hickey resides in Ontario.

16. Michael Mullen was a director of Discovery from May 9, 2014 to December 29,
2017. He is currently serving as a director of Top Aces. Mr. Mullen resides in

Maryland, in the United States of America.

17. Michael Grasty has been a director of Discovery since July 8, 2013. Mr. Grasty

resides in Chile.

18.  Alain Benedetti was a director of Discovery from June 26, 2014 to May 1, 2017.

Mr. Benedetti resides in Quebec.

19.  Rod Phillips was a director of Discovery from June 26, 2014 to December 29,

2017. He is currently serving as a director of Top Aces. Mr. Phillips resides in Ontario.

20.  Alan Torrie has been Chief Executive Officer of Discovery since August 29,

2017. Mr. Torrie resides in Ontario.

21.  Jacob Shavit was President and Chief Executive Officer of Discovery from
November 28, 2012 to August 29, 2017. Mr. Shavit resides in New York, in the United

States of America.
V. THE DEFENDANTS’ OPPRESSIVE CONDUCT
A. Overview

22.  The plaintiff and other Debentureholders seek a remedy for the oppressive
conduct of the Defendants, which resulted in the loss of the $34.5 million plus accrued

interest owing to them under the Debentures.

23.  Discovery’s common shares were listed for trading on the TSX until May 2017,

when an investor group led by Clairvest, Discovery’s long-time controlling shareholder,



-10

took the company private. The Debentures continued to be listed on the TSX and

became the only publicly-traded securities of Discovery.

24.  Discovery conducted operations through a number of wholly-owned subsidiaries,
the crown jewel of which was Top Aces. Top Aces has long been Discovery’s most
valuable subsidiary with the greatest growth potential. Its principal business is providing
airborne training services to militaries. It is the primary supplier of contracted airborne
training services to the Canadian Department of National Defence, the German Armed
Forces, and the Australian Defense Force.

25.  Since 2005, Top Aces has derived its revenue from interim contracts and
“standing offers” to provide services at pre-arranged prices when and if required. In
2005, Top Aces received its first Interim Contracted Airborne Training Services contract

with the Canadian government.

26. In August 2015, the Canadian Department of National Defence requested
proposals for the long-term Contracted Airborne Training Services (“CATS”) contract,
valued at $1.5 billion over ten years. Top Aces had a significant advantage over its
competitors and was widely expected to win the bid process. Indeed, the Defendants
knew that Top Aces was the leading bidder for the contract, and, subject to formal
inspection and certain other requirements, that Top Aces would be formally awarded the
CATS contract at some time in 2017.

27. In addition, in the fall of 2016, demand for military air training services was
growing rapidly. As a leader in providing contract aggressor training, Top Aces was
positioned to win a large and profitable portion of international government contracts

worth billions of dollars that were set to be announced in the coming few years.

28.  Top Aces’ positioning in this booming industry should have been a positive
development for Discovery. Top Aces’ excellent prospects could be monetized in any
number of ways to ensure Discovery’s financial stability and enable Discovery to meet

its obligations to its creditors. Among those obligations was the $34.5 million plus
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interest owing on the Debentures, which would mature in June 2018. Top Aces’ success

ensured that Discovery would be able to make those payments.

29.  Clairvest and the Individual Defendants, however, were motivated to enrich
Clairvest rather than act in Discovery’s best interest. AS Discovery’s majority owner,
Clairvest’s own profits would be maximized if Discovery could avoid paying back the
debt owed to the Debentureholders. Simply failing to make those payments, however,
could allow the Debentureholders to exercise their rights in a way that could jeopardize

Clairvest’s ownership interests in Discovery and its assets, including Top Aces.

30.  Therefore, sometime during the last quarter of 2016, Clairvest and the Individual
Defendants developed a scheme for Discovery to avoid its $34.5 million obligation to
the Debentureholders, while protecting Clairvest’s own interests in Top Aces and
Discovery’s other assets. To do this, Clairvest had to ensure that Discovery’s assets
would not be available to the Debentureholders through an eventual insolvency or

bankruptcy.

31. Clairvest accomplished this through a series of transactions which transferred
the majority of Top Aces’ shares from Discovery to Clairvest at a drastic discount,
leaving Discovery in a cash-poor position. These transactions set the stage for
Discovery’s carefully planned and structured insolvency proceedings, during which
Clairvest was able to use its position as Discovery’s largest secured creditor to acquire

Discovery’s remaining assets, leaving the Debentureholders with nothing.

32. Clairvest could not have effected a direct transfer of Top Aces from Discovery to
Clairvest for pennies on the dollar without running afoul of Ontario’s rules and
regulations. These rules and regulations required, among other things, a formal valuation
of Top Aces to ensure the fairness of the transaction.

33.  The Defendants therefore went to great lengths to design a series of transactions
that would avoid regulatory scrutiny, including the provisions of Ml 61-101, which are

designed to protect the interests of minority stakeholders in related-party transactions.
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34. First, the Defendants disguised the transfer of Top Aces shares as “conversion
options” pursuant to a series of three agreements (the Conversion Agreements, described
below). The mechanics of the conversion price were not disclosed; however, they were
based on an undisclosed and flawed valuation of Top Aces, which would allow Clairvest

to later acquire Top Aces’ shares for a fraction of their true value.

35.  Second, between the signing of these agreements, Clairvest and the Individual
Defendants caused Discovery to go private in order to qualify for an exemption from
obtaining a formal valuation of Top Aces under M1 61-101.

36.  Third, in December 2017, after announcing that Top Aces had been formally
awarded the CATS contract, Clairvest exercised the conversion options to acquire 74%

of Top Aces shares at a substantial discount.

37. Fourth, the Defendants caused additional Top Aces shares to be sold to a third
party investor group led by JP Morgan Asset Management (“JP Morgan Group”) at a

significantly higher price than the price at which Clairvest acquired those shares.

38.  Lastly, Clairvest and the Individual Defendants caused Discovery to enter
insolvency proceedings, but not before using the money from the JP Morgan Group to
cause Discovery to make an approximately $25 million payment to Clairvest on debt that

had not yet matured.

39.  As aresult of the Defendants’ oppressive conduct, the Debentureholders lost the
entirety of the funds owing under the Debentures. Had Discovery maintained ownership
of Top Aces, received a fair price for any transfer of Top Aces shares, and/or refrained
from pre-paying debt owing to Clairvest, the Debentureholders would have received the

payment of the principal and interest on the Debentures.

40.  The Defendants’ conduct has oppressed, unfairly prejudiced, and unfairly
disregarded the interests of the plaintiff and Debentureholders, who have been damaged

thereby.
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B. The Debentures

41.  The Debentures were issued by Discovery in May 2011 in the aggregate
principal amount of $34.5 million. They accrue interest at a rate of 8.375% per annum,

payable on a semi-annual basis, and matured on June 30, 2018.

42.  The Indenture contains the following covenants, among others, which apply to

both Discovery and its subsidiaries:

7.3 To Give Notice of Default

The Corporation shall notify the Trustee immediately upon obtaining knowledge of
any Event of Default hereunder.

7.4 Preservation of Existence, Etc.

Subject to the express provisions hereof, the Corporation will carry on and conduct its
activities, and cause its Subsidiaries to carry on and conduct their businesses, in a
proper, efficient and business-like manner and in accordance with good business
practices; and, subject to the express provisions hereof, it will do or cause to be done
all things necessary to preserve and keep in full force and effect its and its
Subsidiaries’ respective existences and rights.

7.9 Maintain Listing

The Corporation will use reasonable commercial efforts to maintain the listing of the
Class A Shares and the Debentures on the Toronto Stock Exchange, and to maintain
the Corporation’s status as a “reporting issuer” not in default of the requirements of
the Applicable Securities Legislation; provided that the foregoing covenant shall not
prevent or restrict the Corporation from carrying out a transaction to which Article 11
would apply if carried out in compliance with Article 11 even if as a result of such
transaction the Corporation ceases to be a “reporting issuer” in all or any of the
provinces of Canada or the Class A Shares or Debentures cease to be listed on the
Toronto Stock Exchange or any other stock exchange.

43.  Article 11 of the Indenture prohibits Discovery from consolidating,
amalgamating, or merging with another entity except on specific terms, including that

the ultimate consolidated entity assume the obligations under the Indenture.
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44, Failure to observe or perform these covenants constitutes an Event of Default
under the Indenture. Events of Default generally result in the principal, interest, and

premium, if any, on all Debentures then outstanding being due and payable.

45. In November 2014, Discovery sought to amend the Indenture to, among other
things, extend the maturity date from June 30, 2016 to June 30, 2018. In soliciting
support for this amendment, Shavit and Rotman addressed the need to extend the
maturity of the debentures to ensure the financial stability of Discovery while several
key strategies involving Top Aces could be successfully completed for the benefit of all
stakeholders including the Debentureholders. The voting holders of the Debentures

approved the amendments.
C. The Conversion Agreements

46.  Clairvest’s undervalue acquisition of Top Aces shares was effected through
options it acquired in December 2016 and June 2017, pursuant to the December 2016
Credit Agreement, the June 2017 Credit Agreement, and the June 2017 Swap Agreement
(i.e. the Conversion Agreements).

47.  The December 2016 Credit Agreement provided for a revolving credit facility of
up to $25 million. Borrowings under the credit facility were secured and bore interest at
a rate of 12%. The agreement included a conversion feature allowing the amounts
outstanding under the credit facility to be converted to common shares of Top Aces at an
undisclosed conversion price, which was based on an undisclosed valuation of Top Aces
(“Undisclosed Valuation”). The Undisclosed Valuation was flawed and ascribed a

value to Top Aces that was substantially lower than its actual value.

48.  The June 2017 Credit Agreement provided for a revolving credit facility of up to
$13 million. Borrowings under the credit facility were secured and bore interest at a rate
of 12%. The agreement included a conversion feature that allowed the amounts
outstanding under the credit facility to be converted to common shares of Top Aces at
the same undisclosed conversion price (based on the Undisclosed Valuation) as the
December 2016 Credit Agreement.
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49.  The June 2017 Swap Agreement granted Clairvest the option to convert up to
$18.4 million of secured debentures of Discovery (which Clairvest acquired in 2011)
into the equivalent of $14.7 million of Top Aces common shares held by Discovery at
the same undisclosed conversion price, (based on the Undisclosed Valuation) as the
December 2016 and June 2017 Credit Agreements.

50.  The purpose of the Conversion Agreements was to allow Clairvest to later
exercise the conversion options to acquire the Top Aces shares at a drastic discount.

There was no commercial justification for providing these conversion rights to Clairvest.

51.  The press releases issued in connection with the December 2016 and June 2017

Credit Agreements indicated that, among other things,

@ the Credit Agreements were “related party transactions” pursuant to Ml

61-101;

(b) Discovery was not required to obtain a formal valuation and was relying
on an exemption from the minority approval requirements under Ml 61-
101 because, among other things, the credit facilities were provided on
reasonable commercial terms that were not less advantageous to
Discovery than if the credit facilities were obtained from an arm’s length

party; and,

(© if required under applicable securities laws, certain conditions would be
satisfied prior to exercising the conversion features, including Discovery
retaining a valuator to prepare a formal valuation in accordance with Ml
61-101.

52.  These press releases were false and misleading because, among other things, the
December 2016 and June 2017 Credit Agreements were not provided on reasonable
commercial terms. Indeed, none of the Conversion Agreements were commercially
reasonable as they allowed Clairvest to acquire Top Aces shares at a fraction of their true
value to the enrichment of Clairvest and to the detriment of Discovery and its
stakeholders, including the Debentureholders. Rather, the Conversion Agreements were

32



- 16

unfair, oppressive and were made on terms that would never have been offered by

Discovery or Top Aces to an arm’s length party.

53.  Further, as described below, the Defendants never intended to comply with the
formal valuation requirements of MI 61-101. Indeed, they constructed the agreements
and transactions with the specific intention of obtaining an exemption to avoid such

valuation and other securities laws, rules, and regulations.
D. Going Private Transaction and August 2017 Exemption

54.  On March 24, 2017, between the signing of the December 2016 and June 2017
Credit Agreements, Discovery agreed to enter into a definitive agreement with Clairvest
to effect a plan of arrangement under the CBCA. Pursuant to the definitive agreement
Clairvest and certain Individual Defendants would acquire all of the issued and
outstanding shares in the capital of Discovery for total consideration of approximately
$1.5 million (“Going-Private Transaction”). As described below, this transaction was
a key step in the Defendants’ scheme to avoid the formal valuation requirements of MI

61-101 and other requirements.

55. In connection with the Going Private Transaction, Discovery obtained a
valuation conducted by Capital Canada Limited (“Discovery Valuation”). The
Discovery Valuation states that “the financial statements and other information provided
by the management of Discovery Air and their representatives have been accepted,
without further verification, as correctly reflecting the business conditions and operating
results of Discovery Air for the respective periods.” Furthermore, Capital Canada did
not independently verify the accuracy of the financial forecast prepared by Management,
which was “its primary basis for assessing the cash flows to be generated by Discovery

Air for the years ending January 31, 2018 through January 31, 2020.”

56.  The Discovery Valuation was based on certain assumptions, one of which was
that “Discovery Air will be awarded the Contracted Airborne Training Services (CATS)

contract.”
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57.  The Discovery Valuation did not include a formal valuation of Top Aces, but
ascribed a value to Top Aces which was flawed and reflected a fraction of Top Aces’

true value.

58.  The Going-Private Transaction, which was approved by the Ontario Superior
Court of Justice on May 24, 2017, was a key step in Clairvest’s plan to acquire Top Aces
while avoiding the formal valuation requirements of M1 61-101 and other securities laws
and regulations.  In obtaining court approval for the Going Private Transaction,
Discovery did not disclose to the Court that the Discovery Valuation substantially

undervalued Top Aces.

59. Following the Going Private Transaction, the Debentures were still listed
publicly. However, with its shares now delisted from the TSX and its equity privately
held, Discovery could fit into an exemption from the formal valuation requirements of
MI 61-101 before exercising the conversion options in the Conversion Agreements.
Discovery applied for and obtained such an exemption from the Ontario Securities
Commission (“OSC”) on August 1, 2017.

60.  The decision granting the exemption relied on certain facts as represented by
Discovery, including that the Undisclosed Valuation was consistent with the valuation

attributed to Top Aces later in the formal Discovery Valuation.

61. In obtaining the exemption, Discovery did not disclose to the OSC that the
valuation attributed to Top Aces in both the Undisclosed Valuation and the Discovery
Valuation were flawed and represented only a fraction of Top Aces’ true value, or that
the exercise of the conversion options would result in Clairvest’s acquisition of Top

Aces shares from Discovery at a fraction of their true value.
E. Conversion Transactions

62. Having avoided complying with MI 61-101, Clairvest exercised the options
under the Conversion Agreements on December 14, 2017 (“Conversion
Transactions”), resulting in Clairvest acquiring 74% of Top Aces common shares. The
balance was held by Discovery. A Discovery news release issued that day stated that
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“following the completion of the Conversion Transaction, [Discovery] will have

approximately $60 million less of secured debt.”

63. In fact, Discovery had only obtained an $18.4 million reduction in secured debt
as a result of the exercise of the conversion options pursuant to the June 2017 Swap

Agreement.

64. Clairvest’s acquisition of 74% of Top Aces pursuant to the Conversion
Transactions implied a valuation of Top Aces of between approximately $24 million and
$81 million. The result of the Conversion Transactions was that Clairvest acquired the
shares of Top Aces at a price that was significantly lower than the true value of those

shares.

65. Following the Conversion Transactions, shares of Top Aces held by each of
Discovery and Clairvest were exchanged (on a proportionate basis to their previous
ownership interest in Top Aces) for shares in Top Aces Holdco, with Top Aces

becoming a wholly-owned subsidiary of Top Aces Holdco.
F. JP Morgan Transaction

66.  On December 22, 2017, less than a week after Clairvest obtained its 74% interest
in Top Aces, Discovery announced a transaction whereby: (i) Discovery sold the
majority of its remaining shares in Top Aces Holdco to the JP Morgan Group for $25
million; and (ii) Top Aces Holdco issued an additional $25 million treasury shares to
those investors; resulting in a net $50 million investment by the JP Morgan Group to
acquire approximately 25% of Top Aces Holdco. This transaction valued Top Aces at
$195.3 million.

67.  Following the completion of the Conversion Transactions and the transaction
with the JP Morgan Group, the ownership of the equity of Top Aces Holdco was (i)
Clairvest — 64.7%; (ii) JP Morgan Group — 25.6%; and (iii) Discovery — 9.7%.

68. Furthermore, following the transactions, Clairvest and the Individual Defendants

caused Discovery to use approximately $25 million of the funds from the transaction
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with the JP Morgan Group to pre-pay amounts owed to Clairvest although the debt was

not due at that time.

69.  There was no information that would explain or justify the difference between
the valuations ascribed to Top Aces in the Conversion Agreements and the JP Morgan

Transactions.
H. Insolvency

70.  On or about March 21, 2018, just over three months after the completion of the
transactions described above, having pre-paid $25 million to Clairvest for a debt which
was not yet due, Discovery applied for and obtained protection under the CCAA (the
“CCAA Proceedings”). KSV Kofman Inc. (“KSV”), which had been advising Clairvest
since November 2016, was appointed as Monitor for the purpose of the CCAA
Proceedings.

71. From the outset, the representations made by both Discovery and the Monitor
emphasized the need to progress the CCAA Proceedings at a fast pace, in order to

stabilize the business. Among other things, the court was advised that:

@ Discovery had an urgent need for a $12.6 million debtor-in-possession
loan facility with interest at a rate of 10% per annum, to be provided by

an affiliate of Clairvest; and,

(b) the principal purpose of the CCAA Proceedings was to conduct, in very
short order, a sale solicitation process for Discovery’s wholly-owned
operating subsidiaries, Great Slave Helicopters Ltd., Air Tindi Ltd, and
Discovery Mining Services Ltd., as well as Discovery’s 9.7% residual
interest in Top Aces Holdco (collectively, the “Equity Interests™).
Discovery and Clairvest had already negotiated four stalking horse
agreements, all dated as of March 21, 2018, pursuant to which Clairvest
agreed to act as a “stalking horse purchaser” in connection with

Discovery’s sale of the Equity Interests in the CCAA Proceedings.

36



-20

72. In the face of the urgency described above, the court supervising the CCAA
Proceedings approved a sale solicitation process on April 4, 2018 (the “Sale Process”),
only two weeks after the start of the CCAA Proceedings. The Sale Process was subject
to material temporal and other constraints limiting the value that could be realized for

the assets being sold.

73.  On or about June 15, 2018, the Monitor filed a report in the CCAA Proceedings
in support of a motion for approval of the sale of the Equity Interests to Clairvest (the
“Sale Approval Motion”), recommending that, based on the results of the Sales
Process, the Equity Interests be sold to Clairvest on the terms set out in the stalking

horse agreements.

74.  OnJune 22, 2018, the Sale Approval Motion was approved and, as a result of the
conduct of the Defendants preceding the CCAA Proceedings described herein, Clairvest
acquired Discovery’s remaining assets, including the Equity Interests, for a fraction of
what they would have realized but for the actions taken by the Defendants prior to the
start of the CCAA Proceedings.

75.  Clairvest acquired Discovery’s 9.7% stake in Top Aces Holdco at a purchase
price of approximately $20,825,000 plus certain other amounts, implying a valuation of
Top Aces of at least $214 million. There was no information that would explain or
justify the difference between the valuations ascribed to Top Aces in this sale and the

Conversion Agreements.

76. As a result of the conduct of the Defendants described herein, the

Debentureholders have lost the entirety of the amounts owing under the Debentures.
G. The Individual Defendants

77. Each of the Individual Defendants owed a fiduciary duty to Discovery to act
honestly and in good faith with a view to the best interests of Discovery, and to treat
individual stakeholders equitably and fairly. Each of the Individual Defendants also

owed a duty to Discovery and its other stakeholders, including the Debentureholders, to
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exercise the care, diligence, and skill that a reasonably prudent person would exercise in

comparable circumstances.

78.  The Individual Defendants breached both of those duties by the conduct
described herein. The oppressive conduct described herein was attributable to the
Individual Defendants’ exercise of power over Discovery, Top Aces, and Top Aces
Holdco.

79.  As directors, officers, and/or principals of Clairvest, each of Messrs. Rotman,
Pasricha, and Krediet owed duties to Clairvest that conflicted with the duties that they
owed to Discovery in respect of dealings between Discovery and Clairvest, including the

negotiation and execution of the Conversion Agreements.

80. Mr. Grasty is a senior partner at the law firm of Grasty Quintana Majlis, which
represents Clairvest and its affiliates in gaming endeavours, among other matters. Due
to this relationship with Clairvest, Mr. Grasty’s personal, business, and professional
interests conflicted with the duty he owed to Discovery in respect of dealings between
Discovery and Clairvest, including the negotiation and execution of the Conversion
Agreements.

81. Mr. Phillips has had a long-standing business relationship with Mr. Rotman,
Clairvest, and its affiliates. By virtue of these relationships, Mr. Phillips’ personal and
business interests conflicted with the duty he owed to Discovery in respect of dealings
between Discovery and Clairvest, including the negotiation and execution of the

Conversion Agreements.

82. By causing, allowing, or permitting Discovery to enter into the Conversion
Agreements, Messrs. Rotman, Pasricha, Krediet, Grasty, and Phillips acted in their own
personal interests to enrich Clairvest to the detriment of Discovery and the

Debentureholders, in breach of the duties owed to Discovery and its stakeholders.

83. Messrs. Rotman, Pasricha, Krediet, and the other Individual Defendants that
owned shares of Clairvest were personally enriched by causing Discovery and Top Aces

to enter into the Conversion Agreements.
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V. OPPRESSION REMEDY AND DAMAGES

84.  The plaintiff and Debentureholders seek relief pursuant to the oppression remedy

provisions of the CBCA.

85.  The plaintiff and Debentureholders are complainants within the meaning of
section 241 of the CBCA.

86.  The plaintiff and Debentureholders had reasonable expectations about the
manner in which the business and affairs of Discovery would be conducted. Those
reasonable expectations arose from, among other things, the Individual Defendants’
duties to Discovery and its stakeholders, representations made by some or all of the
Defendants, the terms of the Indenture, the nature and size of Discovery, past practice,

and commercially reasonable business practice.

87.  The reasonable expectations of the plaintiff and Debentureholders included the

following:

€)) that Discovery would not transfer its ownership interests in Top Aces for

a fraction of its true value;

(b) that Discovery’s business and affairs would not be intentionally
conducted in a manner that would leave the Debentureholders unable to
realize on any of Discovery’s assets in satisfaction of amounts owing

under the Debentures;

(© that the Debentures would have priority over Clairvest’s equity interests

in Discovery;

(d) that Discovery’s business and affairs would be conducted in a manner

that complied with the terms of the Indenture;

(e) that Discovery’s business and affairs would be conducted in a proper,
efficient, and business-like manner and in accordance with good business

practices;
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()] that Discovery would do all things necessary to preserve and keep in full

force and effect its and its subsidiaries’ respective existences and rights;

()  that Discovery would be candid and forthcoming with regulators and the

courts;
(h) that every director and officer of Discovery would

Q) act honestly and in good faith with a view to the best interests of
the Discovery while treating the individual stakeholders equitably
and fairly; and

(i) exercise the care, diligence and skill that a reasonably prudent

person would exercise in comparable circumstances; and

Q) that the Individual Defendants would avoid conflicts between their
personal interests and the interests of Discovery.

88.  The Defendants acted in a manner contrary to those reasonable expectations by

committing the acts and omissions described herein, including, without limitation:

@ causing Discovery and Top Aces to enter the Conversion Agreements,
which resulted in the transfer of Top Aces shares to Clairvest at a fraction

of their true value;

(b)  planning Discovery’s insolvency and bankruptcy proceedings in a manner
intended to ensure that the Debentureholders were unable to realize on
any of Discovery’s assets in satisfaction of the amounts owing under the

Debentures;
(c) failing to comply with the terms of the Indenture;

(d) failing to conduct Discovery’s business and affairs in an proper, efficient,
business-like manner in accordance with good business practices,

including,
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Q) entering into the Conversion Agreements;

(i) paying approximately $25 million to Clairvest on debt that had
not yet matured; and

(i) taking steps to avoid obtaining a formal valuation of Top Aces

and other requirements of securities laws and regulations;

(e intentionally conducting Discovery’s business and affairs in a manner that
caused Discovery’s insolvency and the sale of its assets for a fraction of

their market value;

()] failing to disclose to the Court and the OSC that the Discovery Valuation

and Undisclosed Valuation were inaccurate;

()  with respect to the Individual Defendants, acting to enrich Clairvest at the
expense of Discovery and its stakeholders, in a manner that was contrary

to Discovery’s best interests and unfair to the Debentureholders; and

(h) With respect to Messrs. Rotman, Pasricha, Krediet, Grasty and Phillips,
preferring their own interests and the interests of Clairvest over

Discovery’s interests.

89.  The conduct of the Defendants described herein was oppressive, unfairly
prejudicial, and unfairly disregarded the interests of the plaintiff and Debentureholders.
The plaintiffs and Debentureholders are entitled to a remedy pursuant to section 241 of
the CBCA.

90. The Defendants’ acts and omissions caused the plaintiff and Debentureholders to
lose the entirety of the amounts owed to them pursuant to the Debentures. But-for the
Defendants’ conduct, the Debentureholders would have recovered the $34.5 million plus

accrued interest owing to them under the Debentures.

91. The Defendants’ conduct was high-handed, outrageous, reckless, wanton,

entirely without care, deliberate, callous, disgraceful, wilful, in contemptuous disregard
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of the rights of the Plaintiff and other Debentureholders, and as such renders the

Defendant liable to pay punitive damages.
VI. LEGISLATION

92.  The plaintiff pleads and relies upon the Courts of Justice Act, RSO 1990, ¢ C43
and the CBCA, both as amended.

VIl. SERVICE OUTSIDE ONTARIO AND PLACE OF TRIAL

93.  This statement of claim may be served outside Ontario without leave in
accordance with rule 17.02 of the Rules of Civil Procedure because it is:

@ a claim in respect of personal property in Ontario (Rule 17.02 (a)); and

(b) against a person ordinarily resident or carrying on business in Ontario
(Rule 17.02 (p)).

94.  The plaintiff proposes that this action be tried in the City of Toronto, in the

Province of Ontario.
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17.2 Formal Date

For the purpose of convenience this Indenture may be referred to as bearing the formal date of
May 12, 2011 irrespective of the actual date of execution hereof.

##%Remainder of page left blank intentionally***
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “D”

This is Exhibit “D” referred to in the affidavit of
Stephen Campbell

sworn before me this 3" day of April 2018

A Commissioner for taking affidavits

Lesley Leigh Hynes, a Commissioner, etc.,
Province of Ontario, for Wilson Law Partners LLP,
Barristers and Solicitors. Expires July 18, 2019,
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “E”

This is Exhibit “E” referred to in the affidavit of
Stephen Campbell

sworn before me this 3™ day of April 2018

(Sl o

| PR P i ==

A Commissioner for taklng affidavits

Lesley Leigh Hynes, a Commissloner, etc.,
Province of Ontario, for Wilson Law Partners LLF,
Barristers and Solicitors. Expires July 18, 2019,
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ADMINISTRATIVE AGENT:

CLAIRVEST GP MANAGECO INC.

Per: “Michael Wagman "
Michael Wagman
Managing Director

Per: “Daniel Cheng”
Daniel Cheng
Chief Financial Officer

[Discovery Air — Signature Page to DADI Credit Agreement]
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “F”

This is Exhibit “F” referred to in the affidavit of
Stephen Campbell

sworn before me this 3" day of April 2018

A Commissioner for taking affidavits

Lesley Leigh Hynes, a Commissioner, ete.,
Provlpce of Ontario, for Wilson Law Partners LLP,
Barristers and Solicitors. Expires July 18, 2019,
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “G”

This is Exhibit “G” referred to in the affidavit of
Stephen Campbell

sworn before me this 3™ day of April 2018

(e thepasi—

S
A Commissioner for taklng affidavits

Lesley Leigh Hynes, a Commissioner, etc.,
Province of Ontario, for Wilson Law Partners LLP,
Barristers and Solicitors. Explres July 18, 2019.
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “H”

This is Exhibit “H” referred to in the affidavit of
Stephen Campbell
sworn before me this 3" day of April 2018
(/ /‘J\HZ { W
A Comrissioner for taking affidavits

Lesley Leigh Hynes, a Commissioner, etc.,
vainc:yof Ontario, for Wilson Law Partners LLP,
Barristers and Solicitors. Expires July 18, 2019.
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ADMINISTRATIVE AGENT:
CLAIRVEST GP MANAGECO INC.

Pes (signed) Michael Wagman

Name: Michael Wagman
Title: Managing Director

(signed) Daniel Cheng
Per:

Name: Daniel Cheng
Title: Chief Financial Officer

[Discovery Air — Signature Page to DAD] Subordinated Credit Agreement]
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “I”

This is Exhibit “I” referred to in the affidavit of
Stephen Campbell

sworn before me this 3™ day of April 2018

e

E//\/‘ (/ :

A Commissioner for taking affidavits

Lesley Leigh Hynes, a Commissioner, ate.,
Provipce of Ontario, for Wilson Law Partners LL™
Barristers and Solicitors. Expires July 18, 2040
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DISCOVERY AIR DEFENCE SERVICES INC.

By: (signed) David Kleiman
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AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “J”

This is Exhibit “)” referred to in the affidavit of
Stephen Campbell

sworn before me this 3™ day of April 2018

il G

A Commlsswner for klng affidavits

Lesley Leigh Hynes, a Commissioner, efc.,
Province of Ontario, for Wilson Law Partners LLP,
Barristers and Solicitors. Expires July 18, 2018,



305



306



307



308



Tab 3K




AFFIDAVIT OF STEPHEN CAMPBELL

EXHIBIT “K”

This is Exhibit “K” referred to in the affidavit of
Stephen Campbell

sworn before me this 3™ day of April 2018

Xl s
Sty

A Commissioner for taking affidavits

Lesley Leigh Hynes, a Commissioner, etc.,
Province of Ontario, for Wilson Law Partners LLF,
Barvisters and Solicitors. Expires July 18, 2019,
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Tel: (416) 925-9270
Fax: (416) 925-5753
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Court File No. CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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 DISCOVERY AIR INC.

APPLICANT
AFFIDAVIT OF LAUREN PEARCE
(Affirmed on June 18, 2018)

I, Lauren Pearce, barrister and solicitor, of the City of Toronto, in the Province of
Ontario, SOLEMNLY AFFIRM AS FOLLOWS:

1. | am an associate at the law firm of Paliare Roland Rosenberg Rothstein LLP
(‘PRRR"). PRRR and Siskinds LLP represent the Ad Hoc Committee of Holders of

Unsecured Debentures (“Ad Hoc Committee”) in connection with these proceedings.

2. On June 18, 2018, PRRR sent a letter to the lawyers and the Monitor describing
contingent relief sought by the Ad Hoc Committee in respect of a motion brought by the
Monitor seeking approval of the sale of certain of the Applicant’'s assets. The letter
attaches a draft of a claim that members of the Ad Hoc Committee intend to commence
against the Applicant and others (the “Oppression Claim”), and a draft list of documents
that they will seek to have produced by the Applicant, in due course, in connection with
the Oppression Claim. A copy of PRRR’s letter dated June 18, 2018, with enclosures, is

attached as Exhibit “A”.
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3. I am affirming this affidavit in connection with the Ad Hoc Commitiee’s cross-
motion, returnable June 22, 2018, seeking certain relief in connection with the sale of

the assets the Applicant, and for no other or improper purpose.

AFFIRMED BEFORE ME at the City of
Toronto, in the Province of Ontario on

June 18, 2018
- (%MW

Commissioner for Taking Affidavits -~ Lauren Pearce
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This is Exhibit “A” referred to in the Affidavit of Lauren
Pearce, affirmed June 18, 2018

S An

Commissioner for Taking Affidavits (or as may be)




BARRISTERSES

Chris G. Paliare

lan J. Roland

Ken Rosenberg
Linda R. Rothstein
Richard P. Stephenson
Nick Coleman
Donald K. Eady
Gordon D. Capern
Lily I. Harmer
Andrew Lokan
John Monger
Odette Soriano
Andrew C. Lewis
Megan E. Shortreed
Massimo Starnino
Karen Jones
Robert A. Centa
Nini Jones

Jeffrey Larry
Kristian Borg-Olivier
Emily Lawrence
Tina H. Lie
Jean-Claude Killey
Jodi Martin

Michael Fenrick
Ren Bucholz
Jessica Latimer
Lindsay Scott
Alysha Shore
Denise Cooney
Paul J. Davis
Lauren Pearce
Elizabeth Rathbone
Daniel Rosenbluth
Glynnis Hawe
Emily Home

COUNSEL
Stephen Goudge, Q.C.

COUNSEL

lan G. Scott, Q.C., 0.C.

(1934 - 2006)

June 18, 2018
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Massimo (Max) Starnino

T  416.646.7431 Asst 416.646.7470

F o 416.646.4301

E max.starnino@paliareroland.com
www.paligreroland.com

File 94830

VIA EMAIL

Joe Latham

Goodmans LLP

Bay Adelaide Centre — West Tower
333 Bay Street, Suite 3400
Toronto, ON M5H 2S7

Mario Forte and Jennifer Stam
Goldman Sloan Nash & Haver LLP
480 University Ave.

Suite 1600

Toronto, ON M5G 1V2

jlatham@goodmans.ca

forte@gsnh.com
stam@gsnh.com

Dear Sirs/Mesdames:

Re:

Discovery Air Inc.—CCAA (the “CCAA Proceedings”)

We are in receipt of the motion seeking orders approving the sale of certain of
Discovery Air's assets. As per usual, our clients are concerned with ensuring
that, in the event that the court grants the relief being sought, their claims against
Discovery Air and certain of its directors, officers, shareholders and related
parties are not prejudiced by the sale.

In keeping with the foregoing, we propose to bring a cross-motion for an order:

1.

Declaring that the relief granted in the various vesting orders being sought
is without prejudice to claims in respect of conduct taken prior to the
commencement of the CCAA Proceedings, and the remedies that may be
granted by the court in respect of such pre-filing conduct, whether it be
damages or otherwise. For convenience, we attach a draft of the claim
which our clients will be seeking leave to issue, which remains subject to
revision and amendment (the “Claim”).

Directing the Monitor to take steps to preserve access to all documents
that are currently within the power, possession or control of DAl and that
will need to be produced in response to the Claim, in the ordinary course,
pursuant to the Rules of Civil Procedure. To assist in this regard, we
attach a draft list of the documents that our clients would expect to be
produced, and we would be pleased to work with you to develop a
protocol to ensure that access to those documents is preserved.

We would be pleased to discuss these matters with you in advance of the
hearing on Friday.

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M5V 3HT T 416.646.4300
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Page 2

Regards,

Yours very truly,
PALIARE ROLAND ROSENBERG ROTHSTEIN LLP

Massimo (Max) Starnino
MS:m

c. Service List

Doc 2541986 v1

PALIARE ROLAND ROSENBERG ROTHSTEIN LLP
155 WELLINGTON STREET WEST 35TH FLOOR TORONTO ONTARIO M5V 3H1 T 416.646.4300
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Court File No.:
ONTARIO
SUPERIOR COURT OF JUSTICE
[Commercial List]
BETWEEN:
STEPHEN CAMPBELL
Plaintiff

-and -

CLAIRVEST GROUP INC., KENNETH ROTMAN, ADRIAN PASRICHA, ROD

PHILLIPS, MICHAEL M. GRASTY, G. JOHN KREDIET, MICHAEL MULLEN,

ALAIN BENEDETTI, THOMAS HICKEY, PAUL BERNARDS, ALAN TORRIE,
JACOB SHAVIT, and DISCOVERY AIR INC.

Defendants

STATEMENT OF CLAIM

TO THE DEFENDANTS

A LEGAL PROCEEDING HAS BEEN COMMENCED AGAINST YOU by the
plaintiff. The claim made against you is set out in the following pages.

IF YOU WISH TO DEFEND THIS PROCEEDING, you or an Ontario lawyer
acting for you must prepare a statement of defence in Form 18A prescribed by the Rules
of Civil Procedure, serve it on the plaintiff’s lawyer or, where the plaintiff does not have
a lawyer, serve it on the plaintiff, and file it, with proof of service, in this court office,
WITHIN TWENTY DAYS after this statement of claim is served on you, if you are
served in Ontario,

If you are served in another province or territory of Canada or in the United
States of America, the period for serving and filing your statement of defence is forty
days. If you are served outside Canada and the United States of America, the period is
sixty days.

Instead of serving and filing a statement of defence, you may serve and file a
notice of intent to defend in Form 18B prescribed by the Rules of Civil Procedure. This
will entitle you to ten more days within which to serve and file your statement of
defence.

3512168.5
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IF YOU FAIL TO DEFEND THIS PROCEEDING, JUDGMENT MAY BE
GIVEN AGAINST YOU IN YOUR ABSENCE AND WITHOUT FURTHER NOTICE
TO YOU. IF YOU WISH TO DEFEND THIS PROCEEDING BUT ARE UNABLE TO
PAY LEGAL FEES, LEGAL AID MAY BE AVAILABLE TO YOU BY
CONTACTING A LOCAL LEGAL AID OFFICE.

TAKE NOTICE: THIS ACTION WILL AUTOMATICALLY BE DISMISSED
if it has not been set down for trial or terminated by any means within five years after the
action was commenced unless otherwise ordered by the court.

Date: [e] ,2018 Issued by

Local registrar

Address of Superior Court of Justice
court office 361 University Avenue
Toronto, Ontario M5G 1T3

TO: Clairvest Group Inc.
22 St. Clair Avenue East, Suite 1700
Toronto, ON, M4T 253

AND TO: Discovery Air Inc.
170 Attwell Drive, Suite 370
Etobicoke, ON, MOW 575

AND TO: Kenneth Rotman
[e]

AND TO: Adrian Pasricha
[e]

AND TO: Rod Phillips
le]

AND TO: Michael Grasty
[e]

AND TO: G. John Krediet
[0]

AND TO: Michael Mullen
[0]

AND TO: Alain Benedetti
(0]



AND TO:

AND TO:

AND TO:

AND TO:

Thomas Hickey
[e]

Alan Torrie

[e]

Jacob Shavit
[e]

Paul Bernards

[e]
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I DEFINED TERMS

l. In this Statement of Claim, in addition to the terms that are defined clsewhere

herein, the following terms have the following meanings:

(a) “CBCA” means the Canadian Business Corporations Act, RSC, 1985, ¢
C-44, as amended;

(b) “CCAA” means the Companies’ Creditors Arrangement Act, RSC, 1985,

¢. C-36, as amended;

(c) “Clairvest” means Clairvest Group Inc. and/or its affiliates, including
certain funds managed by Clairvest Group Inc., and may include, as

applicable, G. John Krediet;

(d) “Conversion Agreements” means the December 2016 Credit
Agreement, the June 2017 Credit Agreement, and the June 2017 Swap

Agreement;

(©) “Debentures” means the 8.375% convertible unsecured subordinated

debentures of Discovery, issued pursuant to the Indenture;
® “Debentureholder” means a person or entity that holds Debentures;

(g) “December 2016 Credit Agreement” means the December 20, 2016
Credit Agreement between Clairvest , G. John Krediet, and Top Aces;

(h) “Defendants” means, collectively, Clairvest, Discovery and the

Individual Defendants;
(1) “Discovery” means Discovery Air Inc.;

) “Indenture” means the Convertible Debenture Indenture dated May 12,
2011 between Discovery and Computershare Trust Company of Canada,

amended November 27, 2014;
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&) “Individual Defendants” means, collectively Kenneth Rotman, Adrian
Pasricha, Rod Phillips, Michael Grasty, G. John Krediet, Michael Mullen,
Alain Benedetti, Thomas Hickey, Alan Torrie, Jacob Shavit, and Paul

Bernards;

)] “June 2017 Credit Agreement” means the June 5, 2017 Credit

Agreement between Clairvest and Top Aces;

(m)  “June 2017 Swap Agreement” means the June 5, 2017 letter agreement

between Clairvest, G. John Krediet, and Discovery;,

(n) “MI 61-101” means Multilateral Instrument 61-101 Protection of

Minority Security Holders in Special Transactions;
(o) “Top Aces” means Top Aces Inc.;
(p) “TSX” means the Toronto Stock Exchange;
Unless otherwise stated, all dollar amounts stated herein are in Canadian dollars.
CLAIM
The plaintiff, on his own behalf and on behalf of the Debenturcholders, claims
(a) adeclaration that:

(1) the acts or omissions of the Defendants have effected a result;

(i1) the business and affairs of Discovery have been carried on or

conducted in a manner; and,

(i1i) the powers of the directors of Discovery have been exercised in a

manner;

that is or has been oppressive or unfairly prejudicial to or that unfairly
disregards or disregarded the interests of the plaintiffs and Debenturcholders, as

contemplated by s. 241 of the of the CBC4,



(b) an order directing that the Defendants or any of them pay to the plaintiff
and Debenturcholders the amount of $35.9 million, or such other amount as the

Court may determine;
(¢) punitive damages in the amount of $20 million;
(d) costs of this action on a full or substantial indemnity basis;

(e) pre-judgment and post-judgment interest pursuant to the Courts of Justice

Act, RSO 1990 ¢ C. 43;
(f)  such further and other relief as this Honourable Court may deem just.

III. THE PARTIES
Plaintiff

4. Stephen Campbell is an individual Debenturcholder residing in Manotick,

Ontario.

Defendants
5. Discovery is a CBCA corporation that provided aviation services through its
wholly owned subsidiaries. Discovery is owned 95.5% by Clairvest and G. John Krediet,

and 4.5% by current and former management of Discovery.

6. Discovery obtained creditor protection under the CCA4 pursuant to the order of

Justice Hainey dated March 21, 2018.

7. Clairvest is a private equity management firm in Toronto, Ontario, with
approximately $1.7 billion equity capital under management. It has significant
investments in the gaming and waste industries. At all material times, representatives of

Clairvest were members of Discovery’s board of directors and exercised control over it.

8. Kenneth Rotman has been a director of Discovery since 2011, and Chairman of

Discovery’s board of directors since July 3, 2014. Mr. Rotman resides in Ontario.

327
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9, Mr. Rotman has been Chief Executive Officer of Clairvest since January 1, 2018
and was previously the Co-Chief Executive Officer since 2000. He has been a director

of Clairvest since June 2000. Mr. Rotman controls over 50% of the shares of Clairvest.

10, Adrian Pasricha has been a director of Discovery since June 26, 2014, and a

principal of Clairvest since 2010. Mr. Pasricha resides in Ontario.

11. G. John Krediet has been a director of Discovery since October 14, 2011, and a
director of Clairvest since 2004. Mr. Krediet resides in the Netherlands.

12. Paul Bernards has been the Chief Financial Officer of Discovery since April 1,

2014. Mr. Bernards resides in Ontario.

13. Thomas Andrew Hickey has been a director of Discovery since January 25,

2017.

14. Michael Mullen was a director of Discovery from May 9, 2014 to December 29,
2017. He is currently serving as director of Top Aces. Mr. Mullen resides in Maryland,

in the United States of America.

15. Michael Grasty has been a director of Discovery since July 8, 2013. Mr. Grasty

resides in Chile.

16. Alain Benedetti was a director of Discovery from June 26, 2014 to May 1, 2017.

Mr. Benedetti resides in Quebec.

17. Rod Phillips was a director of Discovery from 2014 to December 29, 2017. He is

currently serving as director of Top Aces. Mr. Phillips resides in Ontario.

18. Alan Torrie has been Chief Executive Officer of Discovery since August 29,

2017. Mr. Torrie resides in Ontario.

19. Jacob Shavit was President and Chief Executive Officer of Discovery from
November 28, 2012 to August 29, 2017. Mr. Shavit resides in New York, in the United

States of America.
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1v. THE DEFENDANTS’ OPPRESSIVE CONDUCT
A. Overview

20.  The plaintiff and other Debenturcholders seek a remedy for the oppressive
conduct of Clairvest, Discovery, and the Individual Defendants, which resulted in the

loss of the $34.5 million owing to them under the Debentures, plus accrued interest.

21.  Discovery was a public company that conducted operations through a number of
wholly-owned subsidiaries, the crown jewel of which was Top Aces, a military airborne
training service provider. Discovery’s common shares were listed for trading on the
TSX until May 2017, when an investor group led by Clairvest, Discovery’s long-time
controlling shareholder, took the company private. The Debentures continued to be

listed on the TSX and became the only publicly-traded securities of Discovery.

22, Top Aces has long been Discovery’s most valuable subsidiary with the greatest
growth potential. Its principal business is providing airborne training service to
militaries. It is the primary supplier of training services to Canadian, German and

Australian air forces.

23. Since 2005, Top Aces has derived its revenue from interim contracts and
“standing offers” to provide services at pre-arranged prices, when and if required. In
2005, Top Aces received its first Interim Contracted Airborne Training Services confract

with the Canadian government.

24, In the fall of 2016, demand for military air training services was growing rapidly.
As a leader in providing contract aggressor training, Top Aces was positioned to win a
large and profitable portion of billions worth of international government contracts set to

be announced in the coming few years.

25. In addition, in August 2015, the Canadian Department of National Defence
requested proposals for the long term Contracted Airborne Training Services (“CATS”)
contract, valued at $1.5 billion over ten years. Top Aces had a significant advantage

over its competitors and was widely expected to win the bid process. Indeed, Clairvest
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and the Individual Defendants knew that Top Aces was the leading bidder for the
contract, and, subject to formal inspection and certain other requirements, that Top Aces

would be formally awarded the CATS contract at some time in 2017.

26.  These should have been positive developments for Discovery. Top Aces’
excellent prospects could be monetized in any number of ways to ensure Discovery’s

financial stability and that it could meet its obligations to its creditors.

27.  Clairvest and its co-investors were required to share Top Aces’ success with
Discovery’s other stakeholders including the Debenturcholders. In particular, Discovery
had an obligation to pay back the $34.5 million principal plus interest owing on the
Debentures. Top Aces’ success ensured that Discovery would be able to make that

payment,

28. Accordingly, sometime during the last quarter of 2016, Clairvest developed a
scheme to avoid paying the Debentureholders, while protecting its interest in Top Aces
and Discovery’s other assets through an eventual insolvency or bankruptcy. Clairvest
accomplished this through a series of transactions that stripped the majority of Top Aces
shares out from under Discovery at a drastic discount and left Discovery in a cash-poor
position. These transactions set the stage for carefully planned and structured insolvency
proceedings by Discovery, in which Clairvest was able to use its position as Discovery’s
largest secured creditor to acquire Discovery’s remaining assets, leaving the

Debenturcholders with nothing.

29. Clairvest could not have effected a direct transfer of Top Aces from Discovery to
Clairvest for pennies on the dollar without running afoul of Ontario’s rules and
regulations requiring, among other things, a formal valuation of Top Aces to ensure the

fairness of the transaction.

30. So, as described below, the Defendants went to great lengths to design a series of
transactions that would avoid regulatory scrutiny, and, in particular, the provisions of MI
61-101 that were designed to protect the interests of minority stakeholders in related-

party transactions.
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31.  First, the Defendants disguised the Top Aces share transfer as “conversion
options” pursuant to a series of three agreements (the Conversion Agreements, described
below). Between these series of agreements, Clairvest and the Individual Defendants
took steps to take the company private in order to qualify for an exemption under MI 61-

101 from obtaining a formal valuation of Top Aces.

32. Second, in December 2017, after announcing that Top aces had been formally
awarded the CATS contract, Clairvest exercised the conversion options to acquire 74%

of Top Aces shares at a massive discount.

33. Third, Clairvest and the Individual Defendants caused Discovery to sell
additional Top Aces shares to a third party investor group led by JP Morgan Asset
Management (“JP Morgan Group”) at a significantly higher price.

34, Finally, Clairvest and the Individual Defendants caused Discovery to enter
insolvency proceedings, but not before using the money from the JP Morgan Group to
cause Discovery to make an approximately $25 million payment to Clairvest on debt that

had not yet matured.

35.  The result of the Defendants’ oppressive conduct was that the Debentureholders
lost the entirety of the funds owing under the Debentures. Had Discovery maintained
ownership of Top Aces, received a fair price for any transfer of its shares, and/or
refrained from pre-paying debt owing to Clairvest, the Debentureholders would have

received the payment of the principal and interest on the Debentures.

36.  The Defendants’ conduct has oppressed, unfairly prejudiced, and unfairly
disregarded the interests of the plaintiff and Debentureholders, who have been damaged

thereby.
B. The Debentures

37, The Debentures were issued by Discovery in May 2011 in the aggregate
principal amount of $34.5 million. They accrue interest at a rate of 8.375% per annum,

payable on a semi-annual basis and mature on June 30, 2018.
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38. The Indenture contains the following covenants, among others, which apply to

both Discovery and its subsidiaries:

7.3 To Give Notice of Default

The Corporation shall notify the Trustee immediately upon obtaining knowledge of
any Event of Default hereunder.

7.4 Preservation of Existence, Ete.

Subject to the express provisions hereof, the Corporation will carry on and conduct its
activities, and cause its Subsidiaries to carry on and conduct their businesses, in a
proper, efficient and business-like manner and in accordance with good business
practices; and, subject to the express provisions hereof, it will do or cause to be done
all things necessary to preserve and keep in full force and effect its and its
Subsidiaries’ respective existences and rights.

7.9 Maintain Listing

The Corporation will use reasonable commercial efforts to maintain the listing of the
Class A Shares and the Debentures on the Toronto Stock Exchange, and to maintain
the Corporation’s status as a “reporting issuer” not in default of the requirements of
the Applicable Securities Legislation; provided that the foregoing covenant shall not
prevent or restrict the Corporation from carrying out a transaction to which Article 11
would apply if carried out in compliance with Article 11 even if as a result of such
transaction the Corporation ceases to be a “reporting issuer” in all or any of the
provinces of Canada or the Class A Shares or Debentures cease to be listed on the
Toronto Stock Exchange or any other stock exchange.

39.  Article 11 of the Indenture requires that Discovery ensure that any consolidation
occur on specific terms, including that the ultimate consolidated entity assumes the

obligations under the Indenture, including the conversion rights.

40.  Failure to observe or perform these covenants constitutes an Event of Default
under the Indenture. Events of Default generally result in the principal, interest, and

premium, if any, on all Debentures then outstanding to be due and payable.

41, In November 2014, Discovery sought to amend the Indenture to, among other
things, extend the maturity date from June 30, 2016 to June 30, 2018. In soliciting
support for this amendment, Shavit and Rotman addressed the need to extend the
maturity of the debentures to ensure the financial stability of Discovery while several

key strategies involving Top Aces could be successfully completed, for the benefit of all
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stakeholders including the Debentureholders. The voting holders of the Debentures

approved the amendments.
C. The Conversion Agreements

42, Clairvest’s undervalue acquisition of Top Aces shares was effected through
options it acquired in December 2016 and June 2017, pursuant to the December 2016
Credit Agreement, June 2017 Credit Agreement, and the June 2017 Swap Agreement

(the Conversion Agreements).

43, The December 2016 Credit Agreement provided for a revolving credit facility of
up to $25 million. Borrowings under the credit facility were secured and bore interest at
a rate of 12%. The agreement included a conversion feature allowing the amounts
outstanding under the credit facility to be converted to equity of Top Aces at an

undisclosed conversion price, and based on an undisclosed valuation of Top Aces.

44, The June 2017 Credit Agreement provided for a revolving credit facility of up to
$13 million. Borrowings under the credit facility were secured and bore interest at a rate
of 12%. The agreement included a conversion feature allowing the amounts outstanding
under the credit facility to be converted to equity of Top Aces at the same undisclosed

conversion price as the December 2016 Credit Agreement.

45, The June 2017 Swap Agreement granted Clairvest the option to convert up to
$18.4 million of secured debentures already held by Clairvest into the equivalent of
$14.7 million of Top Aces common shares held by Discovery, at the same undisclosed

conversion price as the December 2016 and June 2017 Credit Agreements.

46. The press releases issued in connection with the December 2016 and June 2017

Credit Agreements indicated that, among other things,

(a) the Credit Agreements were “related party transactions” pursuant to
Multilateral Instrument 61-101 — Protection of Minority Security Holders
in Special Transactions (“MI 61-101");
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(b) that Discovery was not required to obtain a formal valuation and was
relying on an exemption from the minority approval requirements under
MI 61-101 because, among other things, the credit facilities were
provided on reasonable commercial terms that were not less advantageous
to Discovery than if the credit facilities were obtained from an arm’s

length party; and

(c) if required under applicable securities laws, Discovery would satisfy
certain conditions prior to exercising the conversion features, including
retaining a valuator to prepare a formal valuation in accordance with MI
61-101.

47. These press releases were false and misleading because, among other things, the
December 2016 and June 2017 Credit Agreements were not provided on reasonable
commercial terms. Indeed, none of the Conversion Agreements were commercially
reasonable. Rather, they were unfair and oppressive agreements, the terms of which

would never have been offered by Discovery to an arm’s length party.

48. Further, as described below, Clairvest and the Individual Defendants never
intended to comply with the formal valuation requirements of MI 61-101. Indeed, they
constructed the agreements and transactions with the specific intention of obtaining an

exemption to avoid such valuation and other securities laws, rules, and regulations.
D. Going Private Transaction and August 2017 Exemption

49. Between the signing of the December 2016 and June 2017 Credit Agreements, on
March 24, 2017, Discovery agreed to enter into a definitive agreement with Clairvest to
effect a plan of arrangement under the CBCA, pursuant to which Clairvest and certain
Individual Defendants would acquire all of the issued and outstanding shares in the
capital of Discovery for total consideration of approximately $1.5 million (“Going-

Private Transaction™).
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50. The Going-Private Transaction was inconsistent with the spirit of the obligations
contained in the Indenture to, including the obligation to maintain Discovery’s listing on

the TSX.

51. The Going-Private Transaction, which was approved by the Ontario Superior
Court of Justice on May 24, 2017, was a key step in Clairvest’s plan to acquire Top Aces
while avoiding the formal valuation requirements of MI 61-101 and other securities laws

and regulations.

52. Following the Going Private Transaction, the Debentures were still listed
publicly. However, with its shares now delisted from the TSX and its equity privately
held, Discovery could fit into an exemption from the formal valuation requirements of
MI 61-101 before exercising the conversion options in the Conversion Agreements.
Discovery applied for and obtained such an exemption from the OSC on August 1,

2017..
E. Conversion Transactions

53.  Having avoided complying with MI 61-101, Clairvest exercised the options
under the Conversion Agreements on December 14, 2017 (“Conversion
Transactions”), pursuant to which it acquired 74% of Top Aces equity. A Discovery
news release issued that day stated that “following the completion of the Conversion

Transaction, [Discovery] will have approximately $60 million less of secured debt.”

54. In fact, Discovery had only obtained an $18.4 million reduction in secured debt
as a result of the exercise of the conversion options pursuant to the June 2017 Swap

Agreement.

55. Accordingly, Discovery obtained a 74% stake in Top Aces in return for $18.4

million, implying a valuation of Top Aces of approximately $24.8 million.

I, JP Morgan Transaction
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56. On December 22, 2017, less than a week after Clairvest obtained its 74% interest
in Top Aces, Discovery announced a new equity subscription for shares of Top Aces
whereby: (i) Discovery sold the majority of its remaining shares in Top Aces to the JP
Morgan Group for $25 million; and (ii) Top Aces issued an additional $25 million
treasury shares to those investors; resulting in a net $50 million investment by the JP
Morgan Group to acquire approximately 25% of Top Aces. This transaction valued Top

Aces at $195.3 million.

57.  Following the completion of the Conversion Transactions and the new share
issuance, the ownership of the equity of Top Aces Holdco was (i) Clairvest — 64.7%; (ii)
JP Morgan Group — 25.6%; and (ii1) Discovery— 9.7%.

58, Furthermore, following the sale, Clairvest and the Individual Defendants caused
Discovery to use approximately $25 million of the funds from the transaction with the JP
Morgan Group pre-pay amounts owed to Clairvest under its secured debenture, even

though the debt was not due at that time,
G. Insolvency

59. On or about March 21, 2018, just over 3 months after the completion of the
transactions described above, having pre-paid $25 million to Clairvest for a debt which
was not yet due, Discovery applied for and obtained protection under the CCAA (the
“CCAA Proceedings”). KSV Kofman Inc. (“KSV?”), which had been advising Clairvest
since November 2016, was appointed as Monitor for the purpose of the CCAA4

Proceedings.

60. From the outset, the representations made by both Discovery and the Monitor
emphasized the need to progress the CCAA Proceedings at a fast pace, in order to

stabilize the business. Among other things, the court was advised that:

(a) Discovery had an urgent need for a $12.6 million debtor-in-possession
loan facility with interest at a rate of 10% per annum, to be provided by

an affiliate of Clairvest; and,
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(b) the principal purpose of the CCAA proceedings was to conduct, in very
short order, a sale solicitation process for Discovery’s wholly-owned
operating subsidiaries, Great Slave Helicopters Ltd., Air Tindi Ltd, and
Discovery Mining Services Ltd., as well as Discovery’s 9.7% residual
interest in Top Aces (collectively, the “Equity Interests”). Discovery
and Clairvest had already negotiated four stalking horse agreements, all
dated as of March 21, 2018, pursuant to which Clairvest agreed to act as a
“stalking horse purchaser” in connection with Discovery’s sale of the

Equity Interests in the CCAA4 Proceedings.

61. In the face of the urgency described above, the court supervising the CCAA
proceedings approved a sale solicitation process on April 4, 2018 (the “Sale Process”),

only two weeks after the start of the CCAA4 Proceedings.

62. On or about June 15, 2018, the Monitor filed a report in the CCAA4 Proceedings
in support of a motion for approval of the sale of the Equity Interests to Clairvest (the
“Sale Approval Motion”), recommending that, based on the results of the Sale Process,
the Equity Interests be sold to Clairvest on the terms set out in the stalking horse

agreements.

63.  In the event that the relief sought in respect of the Sale Approval Motion is
granted, then, as a result of the conduct of the Defendants preceding the CCAA
Proceedings, as described herein, Clairvest will have acquired Discovery’s remaining
assets — including the Equity Interests — for a fraction of what they would have realized
but for the actions taken by the Defendants prior to the start of the CCAA4 Proceedings,
and the Debenturcholders will have lost the entirety of the amounts owing under the

Debentures.

V. OPPRESSION REMEDY AND DAMAGES

64. The plaintiff and Debentureholders seek relief pursuant to the oppression remedy

provisions of the CBCA.
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65. The plaintiff and Debentureholders are complainants within the meaning of

section 241 of the CBCA.

66. The plaintiff and Debenturcholders had reasonable expectations about the
manner in which the business and affairs of Discovery would be conducted. Those
reasonable expectations arose from, among other things, the statutory obligations owed
by the Defendants to Discovery and its stakeholders, statements made by some or all of
the Individual Defendants, the terms of the Indenture, and commercially reasonable

business practice.

67.  The reasonable expectations of the plaintiff and Debenturcholders included the

following:

(a) that Discovery would not divest itself of Top Aces equity except on terms
that were commercially fair and reasonable, and that reflected the true

market value of Top Aces;

(b) that Discovery’s business and affairs would be conducted in a manner

that complied with the terms of the Indenture;

(c) that Discovery would only enter into commercially reasonable financing

agreements;

(d) that the Debentures would have priority over Clairvest’s equity interests

in Discovery;

(e) that every director and officer of Discovery would act honestly and in
good faith with a view to the best interests of the Discovery, and exercise
the care, diligence and skill that a reasonably prudent person would
exercise in comparable circumstances, as required by section 122 of the

CBCA;

63) that the Individual Defendants would avoid conflicts between their

personal interests and the interests of Discovery.
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68. The Defendants acted in a manner contrary to those reasonable expectations by

committing the acts and omissions described herein, including, without limitation:

(a) causing Discovery to enter the Conversion Agreements, which resulted in

the transfer of Top Aces equity to Clairvest at a significant undervalue;

(b) failing to obtain an independent and/or accurate valuation of Top Aces in

connection with the Conversion Agreements; and

(c) actively taking steps to avoid the requirements of securities laws, rules,

and regulations that would have prohibited such an undervalue transfer.

69. The conduct of the Defendants described herein was oppressive, unfairly
prejudicial, and unfairly disregarded the interests of the plaintiff and Debenturcholders.
The plaintiffs and Debentureholders are entitled to a remedy pursuant to section 241 of
the CBCA.

70. The Defendants’ acts and omissions caused the plaintiff and Debentureholders to
lose the entirety of the amounts owed to them pursuant to the Debentures. But-for the
Defendants’ conduct, the Debentureholders would have recovered the $34.5 million plus

accrued interest owing to them under the Debentures.

VI. LEGISLATION

71. The plaintiff pleads and relies upon the CBCA, as amended.
V. SERVICE AND PLACE OF TRIAL

72. For service outside Ontario, the plaintiff relies on rules 17.02(a), (c), (f), (n) and

®).

73. The plaintiff proposes that this action be tried in the City of Toronto, in the

Province of Ontario.
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DOCUMENT/INFORMATION PRODUCTION LIST

1. All quarterly and annual non-consolidated financial statements for each of the following:
a. Discovery Air Inc (“Discovery”);
b. Discovery Air Defense Services Inc. (“DADS”), aka Top Aces Inc. (“Top Aces”);
¢. Discovery Air Innovations Inc. (“Innovations”),
d. Advanced Training System International, Inc. (“ATSI”);
e. Great Slave Helicopters Ltd. (“GSH”);
f. Air Tindi Ltd. (“ATL”);
g. Discovery Mining Services Ltd. (“DMS™),
h. Discovery Air Technical Services Inc. (“DATS”);
i. Discovery Air Fire Services Inc. (“DAFS”); and

j. any and all other past or present subsidiaries of Discovery or entities beneficially
owned or controlled by it.

(the entities listed in subparagraphs (b) through (j) are collectively referred to as the
“Subsidiaries™).

2. The following information in respect of DADS/Top Aces for each quarter since it was
acquired by Discovery:

a. sources of revenue and funding;

b. itemized list of all aircraft owned at the end of each quarter, including the amount
depreciated or written off;

c. which (if any) aircraft are leased;

d. amounts paid for options to acquire aircraft or related technology (e.g. sensor
technology)

e. parts or services requisitioned, purchased, and/or acquired,;
f.  components or parts used, added, deleted or otherwise adjusted to inventories,

g. amount of components and parts lost, stolen, transferred to other subsidiaries, or
otherwise removed.

3537923.2
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All documents in respect of the purchase or lease of aircraft, including options to purchase
such aircraft, including:
a. the amounts paid towards purchases, leases or options; and
b. the accounting treatment of such payments;

All documents in respect of inter-company debt, including, without limitation, the amounts
owing to DADS/Top Aces by Discovery or the Subsidiaries;

All documents and communications related to Discovery’s acquisition of ATSI, including a
list of all items acquired (whether or not disclosed on the balance sheets);

All documents in respect of the Top Aces brand, including
a. the book value attributed to it;
b. portion of the purchase price allocated to it by Discovery upon acquisition; and
c. portion of the sale price allocated to it in any sale by Discovery;

All tax filings and schedules for each of the entities listed in paragraph 1;

All documents and communications in respect of the following agreements (collectively, the
“Conversion Agreements”):

a. December 20, 2016 Credit Agreement between DADS as Borrower, Clairvest GP
Manageco Inc., as Administrative Agent, and various Lenders (“December 2016
Credit Agreement”);

b. June 5, 2017 Credit Agreement between DADS as Borrower, Clairvest GP
Manageco Inc., as Administrative Agent, and various Lenders (“June 2017
Credit Agreement”); and

c. June 5, 2017 letter from Discovery Air Inc. and Discovery Air Defense Services
to Clairvest Equity Partners IV Limited Partnership, Clairvest Equity Partners IV
— A Limited Partnership, CEP IV Co-Investment Limited Partnership, DA
Holdings Limited Partnership, and G. John Krediet (“June 2017 Swap
Agreement”);

All documents and communications relating to the determination that the December 2016
and June 2017 Credit Agreements were “provided on reasonable commercial terms that are
not less advantageous to the Corporation than if [they were] obtained from an arm’s length
party” as stated in the Discovery press releases dated December 20, 2016 and June 5, 2017,

All documents and communications in respect of the exercise of the options pursuant to the
Conversion Agreements (“Conversion Transactions”);

. All documents and communications in respect of the impact or effect of the Conversion

Agreements or Conversion Transactions on Discovery’s other debt or stakeholders, including

35379232
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the 8.375% unsecured subordinated convertible debentures issued by Discovery pursuant to
the indenture dated May 12, 2011, as amended in November 2014 (“Debentures”) or the
holders of the Debentures;

12. All documents and communications in respect of the going private transaction in May 2017
(“Going Private Transaction”),

13. All documents and communications in respect of the Voting and Support Agreements
between Discovery, Clairvest GP Manageco Inc. and certain sharcholders in January 2017
(“Voting and Support Agreements”);

14. All documents and communications in respect of any special committees of Discovery’s
board of directors, including

a. purpose of the special committee;
b. composition of the special committee; and

c. documents and communications to, from, or between members of the special
committee and/or its advisors;

15. All documents and communications in respect of funding, loans, or financing (including all
efforts to seek funding, loans, or financing) for Discovery or the Subsidiaries, including,
without limitation, in connection with

a. DADS and/or Top Aces;

b. the Contracted Airborne Training Services (“CATS”) contract;

c. the Conversion Agreements;

d. Efforts to seek alternative financing to the Conversion Agreements;

16. All documents and communications in respect of Paul Bernards’ conversations with
representatives of Durig Capital Inc. (“Durig Capital”) in September and October 2017,
including, without limitation, in respect of

a. Durig Capital’s request to convert (or obtain options to convert) some or all of the
Debentures into shares of DADS;

b. Durig Capital’s offer to provide financing to Discovery or DADS at a rate similar
to the 12% rate given to Clairvest;

¢. The offer communicated by Mr. Bernards to purchase the Debentures for 8.375%
of their face value;

17. All documents referred to or incorporated in the Conversion Agreements, including, without
limitation,

a. Aircraft Security Agreement;
3537923.2
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b. Disclosure Letter;
¢. Initial Valuation;
including all documents referred to or incorporated therein;

18. All documents and communications in respect of the valuation of DADS/Top Aces,
including, without limitation:

a. formal or informal valuations;

b. internal and external valuations;

¢. documents and information upon which the valuations are based,;
d. projections or forecasts; and

e. potential contracts and the likelihood of winning them;

19. All documents and communications in respect of the sale of DADS/Top Aces equity to the
investor group led by JP Morgan (“Investor Group”) in December 2017, including, without
limitation:

a. communications with the Investor Group;

b. all documents and materials provided to the Investor Group including, without
limitation, all financial statements and documents relating to the valuation of
DADS/Top Aces;

20. All documents and communications in respect of prospective investors other than the
Investor Group in respect of the sale of DADS/Top Aces equity including without limitation,

a. communications with such prospective investors;
b. all documents and materials provided to such prospective investors; and

21. All documents and communications in respect of the decision to use the proceeds of the sale
to the Investor Group to make an early payment in respect of the secured debentures held by
Clairvest Group Inc. or its affiliates.

3537923.2
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COURT FILE NO.: CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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 DISCOVERY AIR INC.

FIRST REPORT OF KSV KOFMAN INC. AS MONITOR
March 29, 2018
1.0 Introduction

1. Pursuant to an Order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) made on March 21, 2018 (the “Initial Order”), Discovery Air Inc. (the
“Company”) was granted protection under the Companies’ Creditors Arrangement
Act, R.S.C. 1985, c. C-36, as amended (the “CCAA") and KSV Kofman Inc. (“KSV”)
was appointed monitor (the “Monitor”). A copy of the Initial Order is attached as
Appendix “A”.

2. The principal purpose of these CCAA proceedings is to conduct a sale solicitation
process (“SSP”) for: (i) the Company’s wholly-owned operating subsidiaries, Great
Slave Helicopters Ltd. (“GSH”), Air Tindi Ltd. (“ATL”) and Discovery Mining Services
Ltd. (“DMS”) (together, the “Non-Applicant Subsidiaries”); and (ii) its 9.7% interest in
Top Aces Holdings Inc. (“TA Holdings”), through which it holds an interest in Top Aces
Inc. (“Top Aces”), formerly Discovery Air Defence Services Inc.

1.1 Purposes of this Report

1.  The purposes of this report (“Report”) are to:
a)  provide background information about the Company;

b) summarize the terms of an Asset Purchase Agreement dated as of March 21,
2018 among the Company and CEP IV Co-Investment Limited Partnership,
Clairvest Equity Partners IV Limited Partnership, Clairvest Equity Partnership
IV-A Limited Partnership, DA Holdings Limited Partnership and G. John Krediet
(collectively, the “Top Aces Buyer”) pursuant to which the Top Aces Buyer has
submitted a stalking horse offer (the “Top Aces Stalking Horse Agreement”) to
purchase the shares of TA Holdings (the “TA Shares”) and certain other assets
owned by the Company (together with the TA Shares, the “Top Aces Property”)
and assume certain liabilities;
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c) summarize the terms of the following three Asset Purchase Agreements dated
as of March 21, 2018 between the Company and 10671541 Canada Inc. (the
“Northern Business Buyer”), an entity incorporated by Clairvest Group Inc. and
its affiliates (“Clairvest”), whereby the Northern Business Buyer has submitted
stalking horse offers to purchase, in separate transactions:

i. the Company’s issued and outstanding shares in the capital of GSH (the
“GSH Shares”), the intercompany debt owing from GSH to the Company,
and certain assets owned by the Company but used solely in connection
with the GSH business (together with the GSH Shares, the “GSH Property”)
and to assume certain liabilities related to the GSH business (the “GSH
Stalking Horse Agreement”);

i. the Company’s issued and outstanding shares in the capital of ATL (the
“ATL Shares”), the intercompany debt owing from ATL to the Company,
and certain assets owned by the Company but used solely in connection
with the ATL business (together with the ATL Shares, the “ATL Property”)
and to assume certain liabilities related to the ATL business (the “ATL
Stalking Horse Agreement”);

iii. the Company’s issued and outstanding shares in the capital of DMS (the
“DMS Shares”) and certain assets owned by the Company but used solely
in connection with the DMS business (together with the DMS Shares, the
“‘DMS Property”) and to assume certain liabilities related to the DMS
business (the “DMS Stalking Horse Agreement”);

d) summarize the proposed SSP pursuant to which the Top Aces Property, the
GSH Property, the ATL Property and the DMS Property will be marketed for
sale, including the bidding procedures to be used in connection with the SSP;

e) summarize the Company’s budget-to-actual cash flow results since the
commencement of these proceedings;

f) provide an overview of the Monitor’s activities since the date of its appointment;

g) provide the Monitor's rationale for its recommendation that the stay of
proceedings be extended to and including June 29, 2018; and

h)  recommend that this Honourable Court make an order (the “SSP Order”):
i. approving the SSP and authorizing the Monitor to conduct the SSP;
ii. approving the execution, delivery, compliance with and performance by
the Company of each of the following (collectively, the “Stalking Horse
Agreements”) and solely as stalking horse bids under the SSP:

o the Top Aces Stalking Horse Agreement;

o the GSH Stalking Horse Agreement;
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o the ATL Stalking Horse Agreement;
o the DMS Stalking Horse Agreement; and
iil. extending the stay of proceedings to and including June 29, 2018.

1.2 Restrictions

1. In preparing this Report, KSV has relied upon the Company’s books and records and
discussions with the Company’'s management, the Company's counsel and
representatives of Clairvest and its counsel. KSV has not audited, reviewed or
otherwise verified the accuracy or completeness of the information in a manner that
would comply with Generally Accepted Assurance Standards pursuant to the
Chartered Professional Accountants of Canada Handbook.

2. Any party wishing to place reliance on the Company'’s financial or other information in
this Report should perform its own diligence and any reliance placed by any party on
the information presented herein shall not be considered sufficient for any purpose
whatsoever.

1.3 Currency

1.  All currency references in this Report are to Canadian dollars.

2.0 Background

1. The Company is a holding company that provides management services to the Non-
Applicant Subsidiaries and Top Aces, including strategy, corporate finance,
accounting, legal, insurance, human resources and information technology*. The
Company was founded in 2004 and is headquartered in Toronto, Ontario.
(Throughout this Report, the Company and the Non-Applicant Subsidiaries are
collectively referred to as the “Group”).

2. The Group provides specialty aviation and logistics support services across Canada
and in select locations internationally, including the US, Bolivia and Chile. A
condensed corporate chart of the Group, including the Company’s residual interest in
TA Holdings, is provided below.

1 In advance of these proceedings, and in order to separate each of the businesses in the context of the SSP, some
of these services were transferred to Top Aces and to the Non-Applicant Subsidiaries, as necessary for each to carry
on its business in the ordinary course.
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Discovery Air Inc.
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3. Clairvest is the Company’'s 95.5% shareholder and its most significant secured
creditor. As at January 31, 2018, the Company’s obligations owing to Clairvest under
its secured debentures totalled approximately $72.7 million.

4.  An affiliate of Clairvest has agreed to fund these proceedings through a $12.6 million
debtor-in-possession facility (the “DIP Facility”), which was approved pursuant to the
Initial Order.

5. The affidavit of Paul Bernards, the Company's Chief Financial Officer, sworn
March 21, 2018, was filed with the Court in support of the Company’s application for
CCAA protection and provides, inter alia, details regarding the Company’'s
background, including the reasons for the commencement of these proceedings.
Mr. Bernards has also filed an affidavit sworn March 28, 2018 in support of this SSP
approval motion (the “SSP Affidavit”).

6. Further information regarding these proceedings and the Group’s background is
provided in the pre-filing report of the Monitor dated March 21, 2018, a copy of which
is attached as Appendix “B”, without appendices.

7. All Court materials filed in these proceedings are available on the Monitor’'s website
at www.ksvadvisory.com/insolvency-cases/discovery-air.

3.0 Top Aces Stalking Horse Agreement?

1. The Company has entered into the Top Aces Stalking Horse Agreement, subject to
Court approval. A copy of the Top Aces Stalking Horse Agreement is attached to the
SSP Affidavit.

2.  The proposed SSP Order provides that the sale and/or vesting of any property, assets
or undertaking of the Company, including the Top Aces Property, is subject to Court
approval following completion of the SSP.

2 Terms not defined in this section have the meanings provided to them in the Top Aces Stalking Horse Agreement or
the SSP. The summary of the Top Aces Stalking Horse Agreement contained in this section is for information
purposes only. Parties with an interest in these proceedings or in the SSP are strongly encouraged to read the Top
Aces Stalking Horse Agreement.
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3.  The key terms and conditions of the Top Aces Stalking Horse Agreement include the
following:

a) Purchaser: Top Aces Buyer.

b)  Purchase Price (in the form of a credit bid): $20.825 million (being the amount
of the Clairvest Credit Bid Amount) plus the Assumed Liabilities.

C) Purchased Assets: the Company’s right, title and interest in, to and under the
Top Aces Property, including:

i the TA Shares;

il. the assets, property and undertaking owned by the Company and used
solely in connection with the business of Top Aces;

iii. all original books and records of Top Aces or otherwise relating to the Top
Aces Business;

iv. each of the Contracts relating to the business carried on by Top Aces as
set out in Schedule 2.1(b) of the Top Aces Stalking Horse Agreement (the
“Top Aces Assigned Contracts”);

V. any and all debts, liabilities, obligations, causes of action and other claims
that the Company may have against TA Holdings, Top Aces or any other
Person;

Vi. any other property, assets and undertaking of the Company related to the
Top Aces business as specifically identified by the Top Aces Buyer on or
before Closing; and

Vil. the Residual Assets.
d) Assumed Liabilities: all liabilities and obligations owing by the Company under

or in respect of the Top Aces Assigned Contracts and all liabilities and
obligations arising from, or in relation to, the Permitted Encumbrances.

e) Termination: the agreement may be terminated by either party if the Top Aces
Buyer is not selected as the Successful Bidder on the earlier of: (i) 30 days after
the Bid Deadline (the bid deadline being May 21, 2018); and (ii) Court approval
of the Accepted Bid, provided however, if the Top Aces Buyer is selected as the
Backup Bidder it cannot terminate its agreement until the closing of the
transaction with the Successful Bidder.

f) Approvals and Consents: other than Court Approval and any consent required
in connection with the assignment of any Top Aces Assigned Contracts or any
Purchased Assets, no authorization, consent or approval of, or filing with or
notice to any Governmental Authority or any other Person is required in
connection with the execution, delivery or performance of the Top Aces Stalking
Horse Agreement.

ksv advisory inc. Page 5 of 17



356

g) Transition Services: to the extent necessary, the Company shall provide the Top
Aces Buyer with transition services (the “Top Aces Transition Services”) relating
to: (i) record keeping, financial, tax and other reporting obligations and other
general administrative services; and (ii) shared Contracts, services and assets
both among the Company, TA Holdings and Top Aces, and among the
Company, TA Holdings, Top Aces and one or more of the Non-Applicant
Subsidiaries, or between or among any combination of the foregoing parties.
The Top Aces Buyer may require one or more agreements in respect of the Top
Aces Transition Services.

h)  Conditions Precedent: the agreement is consistent with standard insolvency
transactions, i.e. to be completed on an “as is, where is” basis with minimal
representations, warranties and conditions. The conditions include that:

i. the SSP Order shall have been issued and entered on or before April 4,
2018, or such later date as the Company and the Top Aces Buyer agree
in writing;

ii. the Approval and Vesting Order shall have been issued and entered on or
before June 14, 2018, or such later date as the Company and the Top
Aces Buyer agree in writing;

iil. the Top Aces Buyer shall sign, and be bound by the terms of, all
shareholders’ agreements in respect of TA Holdings and Top Aces,
including the limited governance, information and liquidity rights
contemplated therein; and

iv. there shall not have been a Material Adverse Change.

i) Other: there is no break-fee or expense reimbursement (jointly, “Bid
Protections”) payable to the Top Aces Buyer.

4.0 Northern Stalking Horse Agreements?

1. The Company and the Northern Business Buyer have entered into the GSH Stalking
Horse Agreement, the ATL Stalking Horse Agreement and the DMS Stalking Horse
Agreement (collectively, the “Northern Stalking Horse Agreements”), copies of which
are attached to the SSP Affidavit. Other than the Purchase Price (which, in each
case, is to be satisfied by the assumption by the Northern Business Buyer of secured
debt owed to Clairvest under either or both of the DIP Facility and the Debentures),
the structure of the three Northern Stalking Horse Agreements are virtually identical
and are summarized in the table below.

3 Terms not defined in this section have the meanings provided to them in the Northern Stalking Horse Agreements
or the SSP. The summary of the Northern Horse Agreements contained in this section is for information purposes
only. Parties with an interest in these proceedings or in the SSP are strongly encouraged to read the Northern Stalking
Horse Agreements.
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Term GSH ATL DMS
Purchaser Northern Business Buyer
Purchased The GSH Property The ATL Property The DMS Property
Assets
Purchase $12.381 million plus the | $19.765 million plus the | $5 million  plus the
Price Assumed Liabilities. Assumed Liabilities. Assumed Liabilities.

Satisfaction The Purchase Price shall be satisfied on closing by: (i) the assumption of liabilities
of Purchase | and obligations under the DIP Facility equal to the Clairvest DIP Indebtedness
Price Assumption Amount; (ii) the assumption of liabilities and obligations under the
Clairvest Convertible Debentures equal to the Clairvest Convertible Debentures
Indebtedness Assumption Amount; and (iii) the assumption and/or satisfaction of the
Assumed Liabilities*.

Assumed The Northern Business Buyer will assume all contracts relevant to the respective
Liabilities Northern Businesses and/or address the obligations owing to each of their lenders on
terms acceptable to those lenders, including:

a) all liabilities and obligations under or in respect of the GSH/ATL/DMS Assigned
Contracts;

b) liabilities and obligations under the Clairvest Convertible Debentures and the DIP
Facility;

c) all liabilities and obligations in respect of the Amended and Restated Credit
Agreement dated May 26, 2015 among, inter alia, the Company, the Canadian
Imperial Bank of Commerce (“CIBC”) and GSH/ATL/DMS, as guarantors;

d) all liabilities and obligations in respect of an Aircraft Loan Agreement, dated as of
January 31, 2014, as amended, and an Aircraft Loan Agreement, dated as of
March 31, 2014, each among, inter alia, the Company, Element Financial
Corporation and GSH/ATL/DMS, as guarantors;

e) all liabilities and obligations in respect of an Aircraft Loan Agreement, dated as of
March 26, 2012, as amended, among, inter alia, the Company, Roynat Inc., ATL,
GSH and DMS;

f) all liabilities and obligations arising from, or in relation to, intercompany
transactions between the Company and each of GSH, ATL and DMS,
respectively; and

g) all liabilites and obligations arising from, or in relation to, the Permitted

Encumbrances.
Approvals No authorization, consent, approval of or filing with or notice to any Governmental
and Authority or any other Person is required, except for:

Consents
a) Court Approval;

b) any consent required in connection with the assignment of the Assigned
Contracts or any Purchased Assets (whether obtained by Court Order or
otherwise); and

c) any consent or approval in respect of any change of control provisions in
Contracts (whether obtained by Court Order or otherwise).

4 The allocation of these amounts will be determined on or before closing, but does not affect the purchase price.
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Term

GSH ATL DMS

Transition
Services

The Company® shall provide Transition Services relating to:

a)

b)

record keeping, financial, tax and other reporting obligations and other general
administrative services as reasonably requested by the Northern Business Buyer;
and

shared Contracts, services and assets both between the Company and the
respective Non-Applicant Subsidiary and among the Company, the respective
Non-Applicant Subsidiary and one or more of the Company’s other Non-Applicant
Subsidiaries, or between or among any combination of the foregoing parties.

The Northern Business Buyer may require the Company to enter into one or more
agreements in respect of Transition Services.

Termination

Each purchase agreement may be terminated if the Northern Business Buyer is not
the Successful Bidder, by either party upon the earlier of:

a)
b)

thirty (30) days after the Bid Deadline (June 4, 2018); and

approval of the Court of the Accepted Bid, provided however, in the event that the
Northern Business Buyer is the Backup Bidder, it may not terminate the
agreement until the closing of the transaction with the Successful Bidder.

Conditions
Precedent

The agreements are consistent with standard insolvency transactions, i.e. to be
completed on an “as is, where is” basis with minimal representations, warranties
and/or conditions. Conditions include that:

a)

b)

c)

d)

the SSP Order shall have been issued and entered on or before April 4, 2018, or
on or before such later date as the Company and the Northern Business Buyer
agree;

the Approval and Vesting Order shall have been issued and entered on or before
June 28, 2018;

the Northern Business Buyer shall sign, and be bound by, the terms of all
shareholders’ agreements in respect of the applicable Non-Applicant Subsidiary;
and

there shall not have been a Material Adverse Change, as defined in the Stalking
Horse Agreements.

Bid
Protections

None

2. Each Northern Stalking Horse Agreement is an independent offer and, accordingly, is
not conditional on acceptance of any of the other bids being the Successful Bid in the
SSP for GSH, ATL, DMS and/or Top Aces.

5.0 Security Opinion

1. Since the SSP contemplates that Clairvest will be bidding the obligations owed to it
under the Clairvest Convertible Debentures as the currency in each of the Stalking
Horse Agreements and that any other Successful Bid would address such Clairvest
Convertible Debentures, in advance of these proceedings the Monitor obtained an
independent legal opinion from its counsel in these proceedings, Goodmans LLP
(“Goodmans”), on the validity and enforceability of Clairvest’s security.

5 Some of these services may be provided by Top Aces.
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2. Subject to the assumptions and qualifications contained in the opinion, the opinion
concludes that: (i) the security granted to Clairvest by the Company and the Non-
Applicant Subsidiaries, as registered under the Ontario Personal Property Security
Act (“PPSA"), creates a valid and perfected security interest in the personal property
collateral of each of the Company and the Non-Applicant Subsidiaries which is
situated in Ontario; and (ii) Clairvest has a perfected, first-ranking security interest in
the shares of GSH, ATL, DMS and TA Holdings owned by the Company. Goodmans
has also advised that, while they have not rendered or sought opinions in other
Canadian Provinces or Territories, searches under applicable personal property
security regimes in each Province (other than Quebec) and Territory have been
performed and that Clairvest has registrations in each such Province or Territory (with
the exception of Yukon Territory where there are no registrations against the
Company or the Non-Applicant Subsidiaries). Searches were not performed in
Quebec in light of the nature of the collateral and the cost of obtaining such searches.

3. A copy of the security opinion will be made available to the Court should the Court
wish to review it.

6.0 SSP°

1. The purpose of the SSP is to provide interested parties with the opportunity to submit
offers to purchase: (i) the Top Aces Property; (ii) the GSH Property or all or
substantially all of the assets of GSH; (iii) the ATL Property or all or substantially all
of the assets of ATL; and (iv) the DMS Property or all or substantially all of the assets
of DMS. A copy of the proposed SSP is attached as Appendix “C”.

2. The following table summarizes the key SSP deadlines.

Milestone Top Aces SSP GSH, ATL, DMS SSP
Commencement April 4, 2018 April 4, 2018
Bid Deadline May 21, 2018 June 4, 2018
Auction Date (if required) May 31, 2018 June 14, 2018
Closing Deadline July 31, 2018 July 31, 2018

3.  The key terms of the SSP are summarized as follows:

a) Notice: the Company will issue a press release providing notice of the SSP and
any other relevant information that the Company and the Monitor consider
appropriate (the “Notice”). The Notice will be disseminated by Canada
Newswire in Canada and in international locations as determined appropriate
by the Monitor.

b)  Publication: the SSP authorizes (but does not direct) the Monitor to publish a
notice in The Globe and Mail (National Edition) or any other newspaper or
industry journal.

6 All capitalized terms not otherwise defined have the meaning set out in the SSP.

7 The summary of the SSP contained in this section is for information purposes only. The full details of the SSP are
provided in Appendix “C”. Interested parties are strongly encouraged to read the SSP in its entirety.
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C) Marketing: with the assistance of the Company, the Monitor has prepared the
following:

i. a list of financial parties who may be interested in Top Aces and a list of
financial and strategic parties who may be interested in GSH, ATL and/or
DMS;

ii. non-disclosure agreements for each of the transactions (“NDASs");

iil. two documents (“Teasers”) describing the investment opportunities and
the SSP process (one for Top Aces and one for the Non-Applicant
Subsidiaries), which the Monitor will send, together with the NDAs, to all
prospective purchasers as soon as possible following the granting of the
SSP Order, should it be granted, and to any other party who requests a
copy of the Teasers or who is identified by the Company or the Monitor as
a potential bidder; and

iv. a confidential information memorandum (“CIM”) for each of Top Aces,
GSH, ATL and DMS.

d) Data Rooms: virtual data rooms have been set up for interested parties to
perform diligence. The information available in the data rooms includes, inter
alia, financial and corporate information, information regarding management
and employees, operational data, and information concerning legal,
environmental and safety considerations.

e) Participation Requirements: any party who wishes to participate in one or more
of the SSPs (an “Interested Party”) must provide the Monitor with:

i. an executed NDA, including the identity of the principals of the Interested
Party;

il. an acknowledgement of the terms of the SSP (in the form attached as
Schedule “B” to the SSP); and

iil. such form of financial disclosure and credit support or enhancement that
allows the Monitor to determine the Interested Party’s financial and other
capabilities to complete a transaction.

Each Interested Party who meets the criteria noted above will be deemed a
“Bidder”. The Monitor will provide each Bidder with a copy of the applicable CIM
and access to the corresponding data room or rooms.

f) Due Diligence: the Monitor, with the Company’s assistance, will provide each
Bidder with due diligence material and information, including access to the data
rooms, management presentations and on-site inspections (as necessary and
appropriate, in the Monitor’s discretion).
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g) Formal Offers: Bidders who wish to submit a formal offer (each, a “Sale
Proposal”) must do so by the Bid Deadline, being May 21, 2018 for Top Aces
and June 4, 2018 for the Non-Applicant Subsidiaries. All offers for the
acquisition of the shares of the Non-Applicant Subsidiaries must be in the form
of the applicable Stalking Horse Agreement with any changes blacklined against
the template (“Final Bid"). Bidders must submit a separate Share Purchase
Agreement or Asset Purchase Agreement for each SSP in which the Bidder is
making a Sale Proposal.

h) Final Bid Criteria: in order to be considered a Final Bid, a Sale Proposal must,
among other things:

i. subject to subsection (ii) below, be binding and irrevocable until the earlier
of 30 days after the Bid Deadline and approval by the Court of the
Accepted Bid;

ii. acknowledge that if such Final Bid is selected by the Monitor as the
Backup Bid at the Auction, it shall remain binding, irrevocable and open
for acceptance by the Company until the closing of the transaction with
the Successful Bidder;

iil. include a refundable cash deposit payable to the Monitor, in trust, in an
amount equal to 15% of the purchase price;

iv. provide value to the creditors and other stakeholders of the Company
(having regard to the relative priority of creditor claims) that is equal to or
greater than the value of the applicable Stalking Horse Agreement (as
determined by the Monitor);

V. not subject to further due diligence or financing;

Vi. include a description of any desired arrangements with respect to
transition services; and

Vii. contemplate closing the transaction set out therein on or before July 31,
2018.

i) Qualified Bid: if a Sale Proposal meets the Final Bid Criteria, it will be deemed
a “Qualified Bid” and the Bidder in respect of each Qualified Bid will be a
“Qualified Bidder”. Each of the Stalking Horse Bidders is a Qualified Bidder in
respect of the applicable SSP and each of the Stalking Horse Agreements is a
Qualified Bid for all purposes in connection with the applicable SSP. The
Monitor will notify each Bidder if its Sale Proposal is a Qualified Bid within five
(5) Business Days of the applicable Bid Deadline.

) Selection of Successful Bidders: if one or more Qualified Bids (in addition to
the applicable Stalking Horse Agreement) for a particular SSP is received by
the Bid Deadline, all Qualified Bidders for such SSP will be invited to an Auction
(including the applicable Stalking Horse Bidder) in order to determine the
Successful Bidder. If no Qualified Bid for a SSP other than the applicable
Stalking Horse Agreement is received by the Bid Deadline, the respective
Stalking Horse Bidder will be declared the Successful Bidder.
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k)  Accepted Bid: the “Accepted Bid” for a SSP will either be: (i) the applicable
Stalking Horse Agreement if no Qualified Bid is received by the Bid Deadline;
or (ii) in the event of an Auction, the superior bid as determined by the Monitor.
The party that submits the Accepted Bid for a SSP is referred to as the
“Successful Bidder” with respect to such SSP. Within seven Business Days of
the selection of an Accepted Bid (or as soon as possible thereafter), the
Company shall file an Approval Motion with the Court in respect of that
transaction. All the Qualified Bids for that transaction and the SSP, other than
the applicable Accepted Bid, Backup Bid and Stalking Horse Agreement, shall
be deemed to have been rejected by the Monitor on and as of the date of
approval of the applicable Accepted Bid by the Court.

)] Failure to Close: if the Successful Bidder for any transaction fails to close, the
Monitor shall be authorized but not required to: (i) direct the Company or the
Non-Applicant Subsidiary party to the Accepted Bid to exercise any available
rights and remedies in accordance with the terms of such Accepted Bid; (ii)
designate the Backup Bidder as the Successful Bidder and direct the Company
to close the applicable transaction under the Backup Bid; or (iii) take such other
steps as deemed advisable.

m)  Auction Procedures: the significant aspects of the Auction are as follows:

i. if one or more Auctions are required, the Auction or Auctions will be held
at the offices of Goodmans;

ii. to the extent that the Monitor is to conduct multiple Auctions, it may
choose to conduct such Auctions concurrently or consecutively, in its
discretion;

iii. unless otherwise ordered by the Court or consented to in writing by the
Monitor, only the authorized representatives and professional advisors of
the Monitor, the Company and the Non-Applicant Subsidiaries, the
applicable Stalking Horse Bidder and each other Qualified Bidder invited
to an Auction shall be eligible to attend an Auction and make any
Subsequent Bid (as defined below) at an Auction;

iv. all Qualified Bidders must have at least one individual representative
present in person at the Auction who has the authority to bind such
Qualified Bidder;

V. at least one day prior to the Auction, the Monitor will send a notice to all
Qualified Bidders indicating which of the Qualified Bids will be the Starting
Bid at the Auction as well as other applicable Auction rules, including the
bid increments for the applicable Auction. Bidding at the Auction shall be
in increments that will be determined by the Monitor and communicated
by the Monitor no later than two days prior to the commencement of the
Auction;
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Vi. all Qualified Bidders are permitted to increase their Qualified Bid in
accordance with the procedures set out below (each, a “Subsequent Bid”);

Vii. all Subsequent Bids will be made in public such that all bidders are aware
of each Bid,;
viil. bidding at the Auction will begin with the Starting Bid and continue, in one

or more rounds of bidding in increments as may be set by the Monitor from
time to time, so long as during each round at least one Subsequent Bid is
submitted by a Qualified Bidder;

iX. credit bids are permitted at the Auction, provided that the validity of such
secured indebtedness has been confirmed by the Monitor prior to
commencement of the Auction;

X. bidding shall continue until such time as the Accepted Bid is determined
by the Monitor, in consultation with its advisors;

Xi. the Monitor will have the right to modify the bidding increments at the
commencement of any round of bidding at the Auction;

Xil. after each round of bidding, the Monitor will announce the Subsequent Bid
that the Monitor has determined, after consultation with its advisors, to be
the superior bid (the “Leading Bid”). A round of bidding will conclude after
each participating Qualified Bidder has had an opportunity to submit a
Subsequent Bid with full knowledge of the Leading Bid;

Xiii. if no Qualified Bidder submits a Subsequent Bid after a period of 30
minutes after the Monitor determines the Leading Bid, and the Monitor
chooses not to adjourn an Auction, the Leading Bid shall be the Accepted
Bid for the applicable SSP and the Auction will be concluded. The Monitor
has the discretion to extend the time period to submit Bids; and

Xiv. if an Auction for a SSP is conducted, the Monitor shall determine, in
consultation with its advisors, the next best Qualified Bid (the “Backup
Bid”). The Qualified Bidder who submitted the Backup Bid will be the
“Backup Bidder”. The Backup Bidder shall be required to keep its last
submitted Subsequent Bid open for acceptance, or if it has not made a
Subsequent Bid, its Qualified Bid, until the closing of the transaction with
the Successful Bidder.

6.1 Top Aces Sale Process

1. As previously discussed in Mr. Bernards’ March 21 affidavit, Discovery owns
approximately 9.7% of the shares of TA Holdings. The remaining 90.3% of the TA
Holdings shares are owned by Clairvest (64.75%) and a group of institutional financial
investors led by JP Morgan Asset Management. The 9.7% interest in TA Holdings
which is being marketing for sale in the SSP is subject to a shareholder agreement
which provides limited rights for any buyer, including that the buyer will not be entitled
to any board representation and will have restricted liquidity rights. Given the small
size of the Top Aces interest available for sale, and the restrictions in relation to it, the
Monitor believes that the most likely buyers for the Top Aces interest are financial
buyers. Top Aces management is concerned that if strategic buyers, who are most
likely direct competitors of Top Aces, gain access to non-public information in respect
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of Top Aces, such information could be used against Top Aces, which would be
adverse to its competitiveness and long term viability and, similarly, any acquisition of
a minority interest in TA Holdings could lead to the same end. Accordingly, the
Monitor is of the view that it is appropriate to limit the marketing of the Top Aces
interest to financial buyers. The SSP provides the Monitor with the appropriate
flexibility to grant access to any prospective purchaser the Monitor determines to be
bona fide.

6.2 Clairvest's Access to SSP Information

1. Clairvest has multiple roles in these proceedings. It is the Group’s most significant
financial stakeholder, it has several representatives on the Company’s Board, entities
related to it are providing DIP financing for these proceedings and other entities
related to it have submitted four stalking horse offers in the SSP.

2. In order to ensure the integrity of the SSP, it is contemplated that the Monitor will carry
out the SSP, with the assistance of the Group’s management, but that neither
management nor the Monitor shall communicate with Clairvest regarding any SSP
activity, including any other bids submitted in the SSP. The SSP does not provide
Clairvest with any special information rights and it has no better information rights in
the SSP than any other bidder.

3. The SSP includes several provisions to address the integrity of the process including
Paragraph 16 of the SSP which states that “Neither the Companies nor their
Representatives or affiliates shall communicate the identities of any Interested Parties
or information in respect of any bids or transaction documents to representatives of
either of the Stalking Horse Bidders, whether in that capacity or any other capacity,
unless and until the identity of the Qualified Bidders are exchanged with all other
Quialified Bidders at Auction”. Such information shall also not be provided by the
Monitor to Clairvest during the SSP. The proposed SSP Order also addresses this
concern.

6.3 SSP Recommendation

1. The Monitor recommends that this Court issue the SSP Order for the following
reasons:

a) in the Monitor’'s view, the SSP is commercially reasonable and is intended to
canvass the market for transactions superior to each Stalking Horse Agreement;

b) in the Monitor's view, the terms and conditions of the Stalking Horse
Agreements, including the values contemplated therein, are reasonable;

C) in the Monitor’s view, the duration of the SSP is sufficient to allow interested
parties to perform diligence and to submit offers. It is contemplated that the
SSP will commence immediately following the granting of the proposed SSP
Order;

d) the Monitor believes it is reasonable for the deadline to submit offers for the Top
Aces interest to be two weeks shorter than the process for the Non-Applicant
Subsidiaries as less diligence is required for the acquisition of the 9.7% interest
in TA Holdings versus the 100% interest of each of the Non-Applicant
Subsidiaries;
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e) the Monitor is also of the view that it is appropriate to market the Top Aces
interest to financial buyers only due to the limited rights afforded in the Top Aces
shareholder agreement to any buyer, and the highly competitive nature of the
Top Aces business. There is a risk that a strategic buyer would only perform
diligence to gain intelligence concerning the Top Aces business which it could
use to the detriment of Top Aces and which would be adverse to the long-term
viability of the Top Aces business;

f) none of the Stalking Horse Agreements contemplate the payment of any Bid
Protections, which is commonly seen in stalking horse agreements. In the
Monitor's experience, bid protections in transactions of this nature are often
between 2% to 4% of the purchase price. The absence of any Bid Protections
should encourage participation in the SSP;

g) the SSP provides prospective bidders with the opportunity to submit offers for
the shares of the Non-Applicant Subsidiaries (as contemplated by the Stalking
Horse Agreements) or their assets;

h) interested parties can submit offers for any or all of the Non-Applicant
Subsidiaries;

i) Clairvest does not have any special information rights in the SSP and the SSP
precludes the Group’s management and the Monitor from sharing any SSP
information with Clairvest or its representatives (in any capacity);

)] the SSP provides the Monitor with the flexibility to extend any deadline in the
SSP by up to two weeks without Court approval; and

k)  a stalking horse sale process provides stability to insolvent businesses during
the restructuring process by informing stakeholders, such as employees,
customers and vendors, that there is a going-concern buyer for the business.

7.0 Cash Flow Forecast

1.  Since the commencement of these proceedings, the Company has made two draws
on the DIP Facility totalling $4.9 million.

2. As at the date of this Report, the Company is operating in accordance with its cash
flow forecast filed with the Company’'s CCAA Application materials, which
contemplated advances of approximately $4.8 million for the same period.

8.0 Overview of the Monitor’s Activities

1. Since the date of its appointment (March 21, 2018), the Monitor’s activities have
included the following:

° carrying out its duties and obligations under the Initial Order, including arranging
for a notice to be published in The Globe and Mail (National Edition) on March
26, 2018 and April 3, 2018 and sending a notice advising of these CCAA
proceedings to each of the Company’s known creditors owed greater than
$1,000;
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° assisting the Company with the rollout of its stakeholder communications plan;

° working with the Company on cash management matters, including to submit
its drawdown certificates and to prepare its weekly variance analysis, as
required under the DIP Facility;

° working with the Company to prepare for the SSP, including drafting the
Teasers, CIMs, NDAs, buyers lists and populating the data rooms;

° reviewing and commenting on draft materials filed for the SSP approval motion,
including the SSP, the SSP Affidavit and the proposed SSP Order; and

° responding to a small number of enquiries received from the Company’s
unsecured debenture holders. In this regard, the Monitor has provided a brief
overview of the CCAA proceedings, the proposed SSP and the date of the
Comeback Hearing. The Monitor has advised that all materials filed in these
proceedings are or will be available on its website and provided a link to the
website.

9.0 Stay Extension

1. The Monitor supports the Company's request for an extension of the stay of
proceedings to and including June 29, 2018 for the following reasons:

a) the Company is acting in good faith and with due diligence;

b) the extension will provide the opportunity to carry out the SSP, which is the
principal purpose of these proceedings and is supported by the Monitor for the
reasons set out in Section 6.3 of this Report;

c) the cash flow forecast filed with the Company’s CCAA Application materials
covers the period ending June 30, 2018. The cash flow reflects that the
Company and the Non-Applicant Subsidiaries are projected to have sufficient
funding under the Court approved DIP Facility to continue to operate in the
normal course through the proposed stay extension period;

d) Clairvest, being the principal economic stakeholder and DIP lender in these
proceedings, supports the stay extension;

e) CIBC's counsel has advised that CIBC does not oppose the extension; and

f) no creditor will be materially prejudiced if the extension is granted.

ksv advisory inc. Page 16 of 17
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10.0Conclusion and Recommendation

1. Based on the foregoing, KSV respectfully recommends that this Honourable Court
make an order granting the relief detailed in Section 1.1(1)(h) of this Report.

* * *

All of which is respectfully submitted,

KSY Lotran 7.

KSV KOFMAN INC.

IN ITS CAPACITY AS MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY

ksv advisory inc. Page 17 of 17
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SERVICE AND DEFINED TERMS

L. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.
APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to which
the CCAA applies. Although not Applicants, the Non-Applicant Subsidiaries shall enjoy certain

benefits of the protections and authorizations provided by this Order, as set out herein.
PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may,
subject to further order of this Court, file with this Court a plan of compromise or arrangement

(heréinafter referred to as the “Plan”).
POSSESSION OF PROPERTY AND OPERATIONS

4. | THIS COURT ORDERS that the Applicant shall remain in possession and control of its
current and future assets, undertakings and properties of every nature and kind whatsoever, and
wherever situate including all proceeds thereof (the “Property”). Subject to further Order of this
Court, the Applicant shall continue to carry on business in a manner consistent with the
preservation of its business (the “Business™) and Property. The Applicant is authorized and
empowered to continue to retain and employ the employees, consultants, agents, experts,
accountants, counsel and such other persons (collectively “Assistants”) currently retained or
employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or

desirable in the ordinary course of business or for the carrying out of the terms of this Order.

5. THIS COURT ORDERS that the Applicant shall be entitled to continue to utilize the
central cash management system including, subject to the Definitive Documents (as hereinafter
defined), the operating facility with Canadian Imperial Bank of Commerce (“CIBC”) and
borrowings that may be made under that facility as well as the cash pooling arrangements

currently in place as described in the Bernards Affidavit or replace it with another substantially
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similar central cash management system (the “Cash Management System™) and that any
present or future bank providing the Cash Management System shall not be under any obligation
whatsoever to inquire into the propriety, validity or legality of any transfer, payment, collection
or other action taken under the Cash Management System, or as to the use or application by the
Discovery Air Group of funds transferred, paid, collected or otherwise dealt with in the Cash
Management System, shall be entitled to provide the Cash Management System without any
liability in respect thereof to any Person (as hereinafter defined) other than the Discovery Air
Group, pursuant to the terms of the documentation applicable to the Cash Management System,
and shall be, in its capacity as provider of the Cash Management System (and, in particular, in its
capacity as the operating facility lender), an unaffected creditor under the Plan or any proposal
filed by the Applicant under the Bankruptcy and Insolvency Act R.S.C. 1985 c. B-3, as amended
(“BIA”) with regard to any claims or expenses it may suffer or incur in connection with the
provision of the Cash Management System. For greater certainty, any security held by CIBC in
conngction with the foregoing shall continue to retain its priority in respect of any usage or

borrowings made from and after the date of this Order.

6. THIS COURT ORDERS that, subject to the terms of the Definitive Documents, the
Applicant shall be entitled but not required to pay the following expenses whether incurred prior

to or after this Order:

(a) all outstanding and future wages, salaries, employee and pension benefits, vacation
pay and expenses payable on or after the date of this Order, in each case incurred in
the ordinary course of business and consistent with existing compensation policies

and arrangements; and

(b) the fees and disbursements of any Assistants retained or employed by the Applicant

in respect of these proceedings, at their standard rates and charges.

7. . THIS COURT ORDERS that, subject to the terms of the Definitive Documents, except
as otherwise provided to the contrary herein, the Applicant shall be entitled but not required to
pay all reasonable expenses incurred by the Applicant in carrying on the Business in the ordinary
course, prior to, on or after this Order, and in carrying out the provisions of this Order, which

expenses shall include, without limitation:



(a)

(®)

8.
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all expenses and capital expenditures reasonably necessary for the preservation of the
Property or the Business including, without limitation, payments on account of
insurance (including directors and officers insurance), maintenance and security

services; and

payment for goods or services actually supplied to the Applicant following the date of
this Order.

THIS COURT ORDERS that, subject to the terms of the Definitive Documents, the

Applicant shall remit, in accordance with legal requirements, or pay:

(a)

(b)

©

9.

any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in respect of

(i) employment insurance, (i) Canada Pension Plan, (iii) Quebec Pension Plan, and

" (iv) income taxes;

all goods and services or other applicable sales taxes (collectively, “Sales Taxes”)

required to be remitted by the Applicant in connection with the sale of goods and

services by the Applicant, but only where such Sales Taxes are accrued or collected
after the date of this Order, or where such Sales Taxes were accrued or collected prior
to the date of this Order but not required to be remitted until on or after the date of
this Order, and

any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured

creditors and which are attributable to or in respect of the carrying on of the Business

' by the Applicant.

THIS COURT ORDERS that, subject to the terms of the Definitive Documents, until a

real property lease is disclaimed in accordance with the CCAA, the Applicant shall pay all

amounts constituting rent or payable as rent under real property leases (including, for greater

certainty, common area maintenance charges, utilities and realty taxes and any other amounts
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payable to the landlord under the lease) or as otherwise may be negotiated between the Applicant
and the landlord from time to time (“Rent”), for the period commencing from and including the
date of this Order, once a month on the first day of each month, in advance (but not in arrears).
On the date of the first of such payments, any Rent relating to the period commencing from and

including the date of this Order shall also be paid.

10. THIS COURT ORDERS that the Applicant shall be entitled but not obligated to
continue to make payments of interest at current rates in place as of the date of this Order (and,
for greater certainty, not at any default rate) owing to each of Roynat Inc. (“Roynat”) and ECN
Aviation Inc. (“ECN”) in connection with the secured credit facilities that it has with each such
lender and, in the case of Roynat, its regularly scheduled payment of principal on April 15, 2018
provided, for- greater certainty, that the maturity of the Roynat facility on such date is stayed as

set out herein (all as contemplated by the cash flow forecast attached to the Bernards Affidavit).

10A  THIS COURT ORDERS that the Applicant shall continue to make payments of interest
at current rates in place as of the date 6f this Order (and, for greater certainty, not at any default

rate) and other repayments of borrowings from time to time outstanding pursuant to the terms of
the operating facility with CIBC provided, for greater certainty, that the maturity of and the final
repayment of principal upon maturity or any acceleration under the CIBC facility is stayed as set

out herein.

11.  THIS COURT ORDERS that other than as set out in paragraphs 10 and 10A, and
except as may otherwise specifically be permitted herein, the Applicant is hereby directed, until
further Order of this Court: (a) to make no payments of principal, interest thereon or otherwise
on account of amounts owing by the Applicant to any of its creditors as of this date; (b) to grant
no security interests, trust, liens, charges or encumbrances upon or in respect of any of its
Property; and (c) to not grant credit or incur liabilities except in the ordinary course of the

Business.
RESTRUCTURING

12. THIS COURT ORDERS that the Applicant shall, subject to such requirements as are
imposed by the CCAA and such covenants as may be contained in the Definitive Documents,

have the right to:
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(a) permanently or temporarily cease, downsize or shut down any of its business or
operations, and to dispose of redundant or non-material assets not exceeding

$100,000 in any one transaction or $500,000 in the aggregate;

(b) terminate the employment of such of its employees or temporarily lay off such of its

employees as it deems appropriate;

(©) with the approval of the Monitor, enter into one or more agreements for the provision
of shared services with any or all of Top Aces Inc. and/or the Non-Applicant

Subsidiaries; and

(d) pursue all avenues of refinancing of its Business or Property, in whole or part, subject

to prior approval of this Court being obtained before any material refinancing,

all of the foregoing to permit the Applicant to proceed with an orderly restructuring of the

Business (the “Restructuring”).

13.  THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notice of the Applicant’ intention to remove any fixtures from any leased premises at least
seven (7) days pridr to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Applicant’ entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secured creditors. If the Applicant disclaims the lease governing such leased premises in
accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such lease
pending resolution of any such dispute (other than Rent payable for the notice period provided
for in Section 32(5) of the CCAA), and the disclaimer of the lease shall be without prejudice to

the Applicant’ claim to the fixtures in dispute.

14.  THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section
32 of the CCAA, then (a) during the notice period prior to the effective time of the disclaimer,
the landlord may show the affected leased premises to prospective tenants during normal

business hours, on giving the Applicant and the Monitor 24 hours' prior written notice, and (b) at
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the effective time of the disclaimer, the relevant landlord shall be entitled to take possession of
any such leased premises without waiver of or prejudice to any claims or rights such landlord
may have against the Applicant in respect of such lease or leased premises, provided that nothing
herein shall relieve such landlord of its obligation to mitigate any damages claimed in connection

therewith.

NO PROCEEDINGS AGAINST THE DISCOVERY AIR GROUP OR THEIR
PROPERTY

15.  THIS COURT ORDERS that until and including April 20, 2018, or such later date as
this Court may order (the “Stay Period”), no proceeding or enforcement process in any court or
tribunal (each, a “Proceeding”) shall be commenced or continued against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, except with the written
consent of the Applicant and the Monitor, or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the Applicant or affecting the Business

or the Property are hereby stayed and suspended pending further Order of this Court.

16. THIS COURT ORDERS that during the Stay Period, except with the written consent of
the Applicant and the Monitor, or with leave of this Court, no Proceedings shall be commenced
or continued against or in respect of the Non-Applicant Subsidiaries, or any of their current and
future assets, businesses, undertakings and properties of every nature and kind whatsoever, and
wherever situate including all proceeds thereof (collectively, the “Non-Applicant Subsidiaries’
Property”, and together with the Non-Applicant Subsidiaries’ businesses, collectively, the
“Non-Applicant Subsidiaries’ Property and Business”), arising upon or as a result of (i) the
insolvency of the Applicant; (ii) the making or filing of these proceedings or of any order in
these proceedings; (iii) any default or event of default arising as a result of or pursuant to either
of (i) or (ii) or any default under the terms of any document entered into in connection with any
of Discovery’s or the Non-Applicant Subsidiaries’ secured debt facilities including any
guarantee thereunder to which any of the Applicant or the Non-Applicant Subsidiaries are a
party; or (iv) any default arising out of a contract or agreement to which the Applicant and one or
more Non-Applicant Subsidiaries is a party (collectively the “Non-Applicant Subsidiary
Default Events”). Without limitation, the operation of any provision of a contract or agreement

between a Non-Applicant Subsidiary and any other Person that purports to effect or cause a
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termination or cessation of any rights of the Non-Applicant Subsidiary, or to accelerate,
terminate, discontinue, alter, interfere with, repudiate, cancel, suspend, amend or modify such
contract or agreement, in each case as a result of one or more Non-Applicant Subsidiary Default

Events, is hereby stayed and restrained during the Stay Period.
NO EXERCISE OF RIGHTS OR REMEDIES

17.  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being “Persons” and each being a “Person”) against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, are hereby stayed and
suspended except with the written consent of the Applicant and the Monitor, or leave of this
Court, provided that nothing in this Order shall (i) empower the Applicant to carry on any
business which the Applicant is not lawfully entitled to carry on, (i) affect such investigations,
actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the CCAA,
(iii) prevent the filing of any registration to preser\'/e or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

17A  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
Person against or in respect of the Non-Applicant Subsidiaries, or affecting the Non-Applicant
Subsidiaries’ Property and Business, as a result of a Non-Applicant Subsidiary Default Event are
hereby stayed and suspended except with the written consent of the Applicant and the Monitor,
or leave of this Court, provided that nothing in this Order shall (i) empower the Non-Applicant
Subsidiaries to carry on any business which the Non-Applicant Subsidiaries are not lawfully
entitled to carry on, (ii) affect such investigations, actions, suits or proceedings by a regulatory
body as are permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any registration to

preserve or perfect a security interest, or (iv) prevent the registration of a claim for lien.
NO INTERFERENCE WITH RIGHTS

18. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by the Applicant, except with the

written consent of the Applicant and the Monitor, or leave of this Court.
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18A  THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by any other party as a result of a
Non-Applicant Subsidiary Default Event, except with the written consent of the Applicant and

the Monitor, or leave of this Court.

18B. THIS COURT ORDERS that, notwithstanding paragraphs 15 to 18A or any other
provisions of this Order, upon the occurrence of an event of default under the CIBC operating
facility other than a default which may arise as a result of, or otherwise relate to, the insolvency
of the Applicant, the commencement of the Applicant’s proceedings under the CCAA or any
relief granted in these proceedings occurring after the date hereof, CIBC shall immediately upon
notice to the Applicant and the Monitor be entitled to cease making advances to the Applicant
and, upon 2 days’ notice to the Applicant and the Monitor, may exercise any and all of its rights
and remedies against the Applicant, the Non-Applicant Subsidiaries, the Property or the Non-
Applicant Subsidiaries’ Propeity under or pursuant to the CIBC operating facility and any and all
security granted thereunder, including without limitation, set off and/or consolidate any amounts
owing by CIBC to the Applicant against the obligations of the Applicant or the Non-Applicant
Subsidiaries to CIBC under the operating facility, to make demand, accelerate payment and give
other notices, provided however, that CIBC may not take any further steps to enforce its security
without leave of this Court, including without limitation, applying for the appointment of a
receiver, receiver and manager or interim receiver, or for a bankruptcy order against the
Applicant and/or the Non-Applicant Subsidiaries and for the appointment of a trustee in
bankruptcy of the Applicant and/or the Non-Applicant Subsidiaries; and the foregoing rights and
remedies of CIBC shall be enforceable against any trustee in bankruptcy, interim receiver,
receiver or receiver and manager of the Applicant, the Non-Applicant Subsidiaries, the Property,

the Business or the Non-Applicant Subsidiaries’ Property and Business.
CONTINUATION OF SERVICES

19. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or
services, including without limitation all computer software, communication and other data

services, centralized banking services, payroll services, insurance, transportation services, utility
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or other services to the Business or the Applicant, are hereby restrained until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such goods or
services as may be required by the Applicant, and that the Applicant shall be entitled to the
continued use of its current premises, telephone numbers, facsimile numbers, internet addresses
and domain names, provided in each case that the normal prices or charges for all such goods or
services received after the date of this Order are paid by the Applicant in accordance with normal
payment practices of the Applicant or such other practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, or as may be ordered by this

Court.

19A THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with one or more Non-Applicant Subsidiaries or statutory or regulatory mandates for
the supply of goods and/or services, including without limitation all computer software,
communication and other data services, centralized banking services, payroll services, insurance,
transportation services, utility or other services to any Non-Applicant Subsidiaries, are hereby
restrained until further Order of this Court from discontinuing, altering, interfering with or
terminating the supply of such goods or services as may be required by the Non-Applicant
Subsidiaries as a result of a Non-Applicant Subsidiary Default Event, and that the Non-Applicant
Subsidiaries shall be entitled to the continued use of their current premises, telephone numbers,
facsimile numbers, internet addresses and domain names, provided in each case that the normal
prices or charges for all such goods or services received after the date of this Order are paid by
the Non-Applicant Subsidiaries in accordance with normal payment practices of the Non-
Applicant Subsidiaries or such other practices as may be agreed upon by the supplier or service

provider and each of the Applicant and the Monitor, or as may be ordered by this Court.
NON-DEROGATION OF RIGHTS

20. THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person
shall be pfohibited from requiring immediate payment for goods, services, use of lease or
licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or after the date of this Order to advance or re-

advance any monies or otherwise extend any credit to the Applicant or any Non-Applicant
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Subsidiary. Nothing in this Order shall derogate from the rights conferred and obligations
imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

21. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of the Applicant or of the Non-Applicant
Subsidiaries with respect to any claim against the directors or officers that arose before the date
hereof and that relates to any obligations of the Applicant or of the Non-Applicant Subsidiaries
whereby the directors or officers are alleged under any law to be liable in their capacity as
directors or officers for the payment or performance of such obligations, until a compromise or
arrangement in respect of the Applicant, if one is filed, is sanctioned by this Court or is refused

by the creditors of the Applicant or this Court.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

22. THIS COURT ORDERS that the Applicant shall indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of the Applicant
after the commencement of the within proceedings, except to thé extent that, with respect to any
officer or director, the obligation or liability was incurred as a result of the director's or officer's

gross negligence or wilful misconduct.

23.  THIS COURT ORDERS that the directors and officers of the Applicant shall be entitled
to the benefit of and are hereby granted a charge (the “Directors’ Charge”) on the Property,
which charge shall not exceed an aggregate amount of $100,000, as security for the indemnity
provided in paragraph 22 of this Order. The Directors’ Charge shall have the priority set out in
paragraphs 48 and 50 herein.

24.  THIS COURT ORDERS that, notwithstanding any language in any applicable
insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the
benefit of the Directors’ Charge, and (b) the Applicant’s directors and officers shall only be
entitled to the benefit of the Directors' Charge to the extent that they do not have coverage under
any directors' and officers' insurance policy, or to the extent that such coverage is insufficient to

pay amounts indemnified in accordance with paragraph 22 of this Order.
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APPOINTMENT OF MONITOR

25.  THIS COURT ORDERS that KSV is hereby appointed pursuant to the CCAA as the
Monitor, an officer of this Court, to monitor the business and financial affairs of the Applicant
with the powers and obligations set out in the CCAA or set forth herein and that the Applicant
and its shareholders, officers, directors, and Assistants shall advise the Monitor of all material
steps taken by the Applicant pursuant to this Order, and shall co-operate fully with the Monitor
in the exercise of its powers and discharge of its obligations and provide the Monitor with the

assistance that is necessary to enable the Monitor to adequately carry out the Monitor's functions.

26.  THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and
obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the Discovery Air Group’s receipts and disbursements;

(b) report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business, and such other matters

as may be relevant to the proceedings herein;

(c) assist the Applicant, to the extent required by the Applicant, in its dissemination, to
the DIP Lender (as defined herein) and its counsel and CIBC and its counsel on a
periodic basis of financial and other information as agreed to between the Applicant
and the DIP Lender that may be used in these proceedings, including reporting on a

basis to be agreed with the DIP Lender;

(d) advise the Applicant in its preparation of the Applicant’s cash flow statements and
reporting required by the DIP Lender or CIBC, which information shall be reviewed
with the Monitor and delivered to the DIP Lender and its counsel and CIBC and its

counsel on a periodic basis, as agreed to by the DIP Lender;
(e) advise the Applicant in its development of the Plan and any amendments to the Plan;

® assist the Applicant, to the extent required by the Applicant, with the holding and

administering of creditors’ or shareholders’ meetings for voting on the Plan;
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(g) have full and complete access to the Property, including the premises, books, records,
data, including data in electronic form, and other financial documents of the
Applicant, to the extent that is ﬁecessary to adequately assess the Applicant’s

business and financial affairs or to perform its duties arising under this Order;

(h) conduct, supervise and carry out any sales process(es) with respect to the Property

and the Business;

1) be at liberty to engage independent legal counsel or such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order;

) commence applications for recognition of these proceedings outside of Canada in its

capacity as foreign representative without further Order of this Court; and

(k) perform such other duties as are required by this Order or by this Court from time to

time.

27. THIS COURT ORDERS that the Monitor shall not take possession of the Property or
the Non-Applicant Subsidiaries’ Property and shall take no part whatsoever in the management
or supervision of the management of the Business or the Non-Applicant Subsidiaries’ Property
and Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the foregoing, or any part thereof.

28.  THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property or the Non-Applicant Subsidiaries’ Property
that might be environmentally contaminated, might be a pollutant or a contaminant, or might
cause or contribute to a spill, discharge, release or deposit of a substance contrary to any federal,
provincial or other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other contamination
including, without limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontario Water Resources Act, or the Ontario Occupational
Health and Safety Act and regulations thereunder (the “Environmental Legislation”), provided

however that nothing herein shall exempt the Monitor from any duty to report or make disclosure
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imposed by applicable Environmental Legislation. The Monitor shall not, as a result of this
Order or anything done in pursuance of the Monitor's duties and powers under this Order, be
deemed to be in Possession of any of the Property or the Non-Applicant Subsidiaries’” Property

within the meaning of any Environmental Legislation, unless it is actually in possession.

29.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the
Applicant and the DIP Lender with information provided by the Applicant in response to
reasonable requests for information made in writing by such creditor addressed to the Monitor.
The Monitor shall not have any responsibility or liability with respect to the information
disseminated by it pursuant to this paragraph. In the case of information that the Monitor has
been advised by the Applicant is confidential, the Monitor shall not provide such information to
creditors unless otherwise directed by this Court or on such terms as the Monitor and the

Applicant may agree.

30. THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall iﬁcur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall

derogate from the protections afforded the Monitor by the CCAA or any appiicable legislation.

31. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
Applicant shall be paid their reasonable fees and disbursements incurred prior to or following the
date hereof, in each case at their standard rates and charges, by the Applicant as part of the costs
of these proceedings. The Applicant is hereby authorized and directed to pay the accounts of the
Monitor, counsel for the Monitor and counsel for the Applicant on a bi-weekly basis or at such

other intervals as the Applicant and the Monitor may agree.

32.  THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitor and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

33.  THIS COURT ORDERS that the Monitor, counsel to the Monitor and the Applicant’s
counsel shall be entitled to the benefit of and are hereby granted a charge (the “Administration

Charge”) on the Property, which charge shall not exceed an aggregate amount of $750,000, as
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security for their professional fees and disbursements incurred at the standard rates and charges
of the Monitor and such counsel, both before and after the making of this Order in respect of
these proceedings. The Administration Charge shall have the priority set out in paragraphs 48
and 50 hereof.

34.  THIS COUT ORDERS that KSV in its capacity as Monitor in these proceedings be and
hereby is authorized to act as a foreign representative of the Applicant and of these proceedings

for the purpose of having these proceedings recognized outside of Canada.
INTERCOMPANY FINANCING

35. THIS COURT ORDERS that, subject to the terms of the Definitive Documents, the
Applicant may advance funds to its Non-Applicant Subsidiaries after the date of this Order,
whether through operation of the Cash Management System, an intercompany loan, including,
without limitation, loans made pursuant to the DIP Term Sheet, or otherwise (“Intercompany
Advances). The Applicant’s accounts and records shall constitute, in the absence of manifest

error, prima facie evidence of the balance of the Intercompany Advances.

36.  THIS COURT ORDERS that the Intercompany Advances to each Non-Applicant
Subsidiary shall be secured by a charge in favour of the Applicant (each, an “Intércompany
Charge”) over the applicable Non-Applicant Subsidiary’s Property to the extent of each of their
respective indebtedness to the Applicant for Intercompany Advances. The Intercompany

Charges shall have the priority set out in paragraph 50 hereof.
DIP FINANCING

37. THIS COURT ORDERS that the Applicant is hereby authorized and empowered to
obtain and borrow under a credit facility from CEP IV Co-Investment Limited Partnership (the
“DIP Lender”) in order to finance the Applicant’s working capital requirements and other
general corporate purposes and capital expenditures and the Intercompany Advances, provided
that borrowings under such credit facility shall not exceed $12.6 million unless permitted by

further Order of this Court.
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38. THIS COURT ORDERS that such credit facility shall be on the terms and subject to the
conditions set forth in the term sheet between the Applicant and the DIP Lender dated as of
March 21, 2018 (the “DIP Term Sheet”), filed.

39. THIS COURT ORDERS that the Applicant and the Non-Applicant Subsidiaries, as
applicable, are hereby authorized and empowered to execute and deliver such credit agreements,
mortgages, charges, hypothecs and security documents, guarantees and other definitive
documents, including, without limitation, in connection with the Intercompany Advances
(collectively and including the DIP Term Sheet, the “Definitive Documents™), as are
contemplated by the DIP Term Sheet or as may be reasonably required by the DIP Lender
pursuant to the terms thereof, and the Applicant and the Non-Applicant Subsidiaries, as
applicable, are hereby authorized and directed to pay and perform all of their indebtedness,
interest, fees, liabilities and obligations to the DIP Lender under and pursuant to the DIP Term
Sheet and the Definitive Documents as and when the same become due and are to be performed,

notwithstanding any other provision of this Order.

40. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is
hereby granted a charge (the “DIP Lender’s Charge”) on the Property, which DIP Lender's
Charge shall not secure an obligation that exists before this Order is made. The DIP Lender’s
Charge shall have the priority set out in paragraphs 48 and 50 hereof. Without limiting the
generality of the foregoing, the Applicant’s obligations under the DIP Term Sheet and the
Intercompany Advances shall also be secured by the assignment by the Applicant to the DIP
Lender of the Intercompany Charges and the repayment obligations of the Non-Applicant
Subsidiaries to the Applicant in respect of the Intercompany Advances, each of which are hereby

assigned.
41.  THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lender may take such steps from time to time as it may deem necessary or
appropriate to file, register, record or perfect the DIP Lender’s Charge, the

Intercompany Charges or any of the Definitive Documents;

(b) upon the occurrence of an event of default under the Definitive Documents, the DIP

Lender’s Charge or the Intercompany Charges, the DIP Lender shall immediately
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upon notice to the Applicant and the Monitor be entitled to cease making advances to
the Applicant and, upon 2 days’ notice to the Applicant and the Monitor, may
exercise any and all of its rights and remedies against the Applic;ant, the Non-
Applicant Subsidiaries, the Property or the Non-Applicant Subsidiaries’ Property
under or pursuant to the DIP Term Sheet, Definitive Documents, the DIP Lender’s
Charge or the Intercompany Charges, including without limitation, set off and/or
consolidate any amounts owing by the DIP Lender to the Applicant against the
obligations of the Applicant or the Non-Applicant Subsidiaries to the DIP Lender
under the DIP Term Sheet, the Definitive Documents, the DIP Lender’s Charge or the
Intercompany Charges, to make demand, accelerate payment and give other notices,
or to apply to this Court for the appointment of a receiver, receiver and manager or
interim receiver, or for a bankruptcy order against the Applicant and/or the Non-
Applicant Subsidiaries and for the appointment of a trustee in bankruptcy of the
Applicant and/or the Non-Applicant Subsidiaries; and

© the foregoing rights and remedies of the DIP Lender shall be enforceable against any
trustee in bankruptcy, interim receiver, receiver or receiver and manager of the
Applicant, the Non-Applicant Subsidiaries, the Property, the Business or the Non-
Applicant Subsidiaries’ Property and Business.

42.  THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated as
unaffected in any Plan or any proposal filed by the Applicant under the BIA, with respect to any

advances made under the Definitive Documents.
KEY EMPLOYEE RETENTION PLAN

43.  THIS COURT ORDERS that the Applicants’ Key Employee Retention Plan
(“KERP”), as described in the Bernards Affidavit is hereby approved.

44.  THIS COURT ORDERS that the Applicants are hereby authorized and directed to enter
into the KERP with KERP Employees (as defined in the Bernards Affidavit).

45.  THIS COURT ORDERS that the amounts payable to the Key Employees pursuant to
the KERP are hereby secured by a charge (the “KERP Charge”) on the Property, in favour of
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the Key Employees. The KERP Charge shall have the priority set out in paragraphs 48 and 50

hereof

46. THIS COURT ORDERS that the aggregate amount secured by the KERP Charge
granted to secure the Applicants’ obligations under the KERP shall be in an amount of no more
than CDN$1.65 million.

47.  THIS COURT ORDERS that Confidential Exhibit “K” to the Bernards Affidavit be
and is hereby sealed pending further order of this Court.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

48. THIS COURT ORDERS that the priorities of the Directors’ Charge, the Administration
Charge, the KERP Charge and the DIP Lender’s Charge, as among them, against the Property
shall be as follows:

First — Administration Charge (to the maximum amdunt of $750,000);
Second — Directors’ Charge (to the maximum amount of $100,000);
Third — KERP Charge (to the maximum amount of $1..65 million); and
Fourth — DIP Lender’s Charge.

49.  THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge, the Administration Charge, the KERP Charge, the DIP Lender’s Charge or the
Intercompany Charges (collectively, the “Charges”) shall not be required, and that the Charges
shall be valid and enforceable for all purposes, including as against any right, title or interest
filed, registered, recorded or perfected subsequent to the Charges coming into existence,

notwithstanding any such failure to file, register, record or perfect.
50. THIS COURT ORDERS that:

a) each of the Administration Charge, the Directors’ Charge and the KERP Charge
(all as constituted and defined herein) shall rank in priority to all other security
interests, trusts, liens, charges and encumbrances, claims of secured creditors,

statutory or otherwise (collectively, “Encumbrances”) of the Applicant in favour
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of any Person other than (i) any Person with a properly perfected purchase money
security interest under the Personal Property Security Act (Ontario) or similar
provincial legislation or (ii) any statutory super priority deemed trusts and liens

for unremitted employee source deductions;

b) the DIP Lender’s Charge shall rank immediately in priority to Clairvest’s
Encumbrances granted by or against the Applicant or the Property and any other
Encumbrances that rank behind such Clairvest Encumbrances; provided, for
greater certainty, that the DIP Lender’s Charge shall rank subordinate to any

Encumbrances that have priority over such Clairvest Encumbrances; and

c) the Intercompany Charges shall rank immediately in priority to Clairvest’s
Encumbrances granted by or against any Non-Applicant Subsidiary or the Non-
Applicant Subsidiaries’ Property and any other Encumbrances that rank behind
such Clairvest Encumbrances; provided, for greater certainty, that the
Intercompany Charges shall rank subordinate to any Encumbrances that have
priority over such Clairvest Encumbrances with respect to the Non-Applicant

Subsidiaries’ Property.

51. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant and the Non-Applicant Subsidiaries shall not grant
any Encumbrances over any Property or Non-Applicants Subsidiaries’ Property that rank in
priority to, or pari passu with, any of the Directors’ Charge, the Administration Charge, the
KERP Charge, the DIP Lender’s Charge or the Intercompany Charges, unless the Applicant aiso
obtain the prior written consent of the Monitor, the DIP Lender and the beneficiaries of the
Directors’ Charge, the beneficiaries of the KERP Charge, and the Administration Charge, or
further Order of this Court.

52. THIS COURT ORDERS that the Direetors’ Charge, the Administration Charge, the
DIP Term Sheet, the Definitive Documents, the DIP Lender’s Charge and the Intercompany
Charges shall not be rendered invalid or unenforceable and the rights and remedies of the
chargees entitled to the benefit of the Charges (collectively, the “Chargees”) and/or the DIP
Lender thereunder shall not otherwise be limited or impaired in any way by (a) the pendency of

these proceedings and the declarations of insolvency made herein; (b) any application(s) for



bankruptcy order(s) issued pursuant to BIA, or any bankruptcy order made pursuant to such
applications; (c) the filing of any assignments for the general benefit of creditors made pursuant
to the BIA; (d) the provisions of any federal or provincial statutes; or (€) any negative covenants,
prohibitions or other similar provisions with respect to borrowings, incurring debt or the creation
of Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or
other agreement (collectively, an “Agreement”) which binds the Applicant or the Non-Applicant

Subsidiaries, and notwithstanding any provision to the contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of the DIP Term Sheet or the Definitive Documents shall create or be
deemed to constitute a breach by the Applicant or the Non-Applicant Subsidiaries of
any Agreement to which they are a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the Applicant entering into
the DIP Term Sheet, the creation of the Charges, or the execution, delivery or

performance of the Definitive Documents; and

(©) the payments made by the Applicant or the Non-Applicant Subsidiaries pursuant to
this Order, the DIP Term Sheet or the Definitive Documents, and the granting of the
Charges, do not and will not constitute preferences, fraudulent conveyances, transfers
at undervalue, oppressive conduct, or other challengeable or voidable transactions

under any applicable law.

53. THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be a Charge in the interests of the Applicant or of the Non-

Applicant Subsidiaries in such real property leases.
SERVICE AND NOTICE

54. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in The Globe
& Mail (National Edition) a notice containing the information prescribed under the CCAA, (ii)
within five days after the date of this Order, (A) make this Order publicly available in the manner
prescribed under the CCAA, (B) send, in the prescribed manner, a notice to every known creditor

who has a claim against the Applicant of more than $1000, and (C) prepare a list showing the
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names and addresses of those creditors and the estimated amounts of those claims, and make it
publicly available in the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA

and the regulations made.thereunder.

55. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute
an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further
orders that a Case Website shall be established in accordance with the Protocol with the

following URL ‘http://www.ksvadvisory.com/insolvency-cases/discovery-air/’.

56. THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Applicant and the Monitor are at liberty to serve or
distribute this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery or facsimile transmission to the Applicant’s creditors or other interested parties at their
respective addresses as last shown on the records of the Applicant and that any such service or
distribution by courier, personal delivery or facsimile transmission shall be deemed to be
received on the next business day following the date of forwarding thereof, or if sent by ordinary

mail, on the third business day after mailing.

GENERAL

57. THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply

to this Court for advice and directions in the discharge of its powers and duties hereunder.

58.  THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from
acting as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of the

Applicant, the Business or the Property.
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59. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or any other
jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to provide such
assistance to the Applicant and to the Monitor, as an officer of this Court, as may be necessary or
desirable to give effect to this Order, to grant representative status to the Monitor in any foreign
proceeding, or to assist the Applicant and the Monitor and their respective agents in carrying out

the terms of this Order.

60. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Monitor is authorized and empowered to act as the foreign
representative of the Applicant for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

61.  THIS COURT ORDERS that any interested party (including the Applicant and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days’
notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may order.

62. THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.

7’ //
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Schedule “A” — Non- Applicant Subsidiaries

. Great Slave Helicopters Ltd.

. Air Tindi Ltd.

. Discovery Mining Services Ltd.

. Discovery Air Technical Services Inc.
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ksv agbgdsory inc.

COURT FILE NO.: CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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 DISCOVERY AIR INC.

REPORT OF KSV KOFMAN INC. AS PROPOSED MONITOR

March 21, 2018

1.0 Introduction

1. KSV Kofman Inc. (“KSV”) understands that Discovery Air Inc. (the “Company”) intends
to make an application to the Ontario Superior Court of Justice (Commercial List) (the
“Court”) under the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as
amended (the “CCAA”"), for an initial order (the “Initial Order”) granting the Company
protection under the CCAA and appointing KSV as the CCAA monitor in these
proceedings (“Monitor”). KSV has consented to act as Monitor.

2. The principal purpose of these restructuring proceedings is to create a stabilized
environment to conduct a sale solicitation process (“SSP”) for the Company’s wholly-
owned operating subsidiaries, Great Slave Helicopters Ltd. (“GSH”), Air Tindi Ltd.
(“ATL") and Discovery Mining Services Ltd. (‘“DMS”). The SSP will also market for
sale the Company’s residual interest in Top Aces Holdings Inc. (“TA Holdings”),
through which the Company holds an interest in Top Aces Inc. (“Top Aces”), formerly
Discovery Air Defence Services Inc. Approval of the SSP is anticipated to be sought
within two weeks of the issuance of the Initial Order, if issued by the Court.

3. The Affidavit of Paul Bernards, the Company’s Chief Financial Officer, sworn March
21, 2018 and filed in support of the Company’s application for CCAA protection (the
“Affidavit”), provides, inter alia, the Company’s background, including the reasons for
the commencement of these proceedings.

4. KSV is filing this report (“Report”) as the proposed Monitor.
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1.1 Purposes of this Report

1.  The purposes of this Report are to:

a)
b)

c)

d)

provide KSV’s qualifications to act as Monitor;
provide background information about the Company;

report on the Company’s cash flow projection for the period March 19, 2018 to
June 30, 2018 (“Cash Flow Forecast”);

summarize the terms of a debtor-in-possession loan facility (“DIP Facility”) in
the maximum principal amount of $12.6 million to be made available to the
Company by CEP IV Co-Investment Limited Partnership (the “DIP Lender”), an
affiliate of Clairvest Group Inc. (together with its affiliates, “Clairvest”) pursuant
to a DIP term sheet dated March 21, 2018 (the “DIP Term Sheet”);

discuss the rationale for:

o extending the stay of proceedings over GSH, ATL, DMS and an inactive
wholly-owned subsidiary, Discovery Air Technical Services Inc. (‘“DATS”)
(together with GSH, ATL and DMS, the “Non-Applicant Subsidiaries”), and
each of their officers and directors, for the limited purpose of preventing
creditor actions against the Non-Applicant Subsidiaries due to the
Company’s insolvency or its filing for CCAA protection;

o a $750,000 charge on all of the Company’s property to secure the fees
and disbursements of the Company’s counsel, the Monitor and its counsel
in these proceedings (the “Administration Charge”);

o a $100,000 charge in favour of the directors and officers of the Company
(the “D&O Charge”);

o a $1.65 million charge (the “KERP Charge”) in favour of the beneficiaries
of the Company'’s proposed key employee retention plan (“KERP”) and
the Company’s request to seal the confidential exhibit to the Affidavit
which includes the identity and personal compensation information of the
employees entitled to the KERP;

o a charge in favour of the DIP Lender to secure advances under the DIP
Facility (the “DIP Lender’'s Charge”);

o a charge in favour of the Company over the property, assets and
undertaking of each of the Non-Applicant Subsidiaries for any
intercompany advances which may be made by the Company to the Non-
Applicant Subsidiaries (“Intercompany Advances”) during these
proceedings (each an “Intercompany Charge”, and all of them collectively
the “Intercompany Charges”);

o the proposed priority in the proposed Initial Order of the Administration
Charge, D&O Charge, KERP Charge, DIP Lender's Charge and
Intercompany Charges; and

ksv advisory inc.
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f) recommend that this Court grant the relief sought by the Company in its CCAA
application materials.

1.2 Restrictions

1. In preparing this Report, KSV has relied upon the Company’s audited and unaudited
financial information, including certain of its books and records, and discussions with
the Company’s management, the Company’s counsel and representatives of
Clairvest and its counsel. KSV has not audited, reviewed or otherwise verified the
accuracy or completeness of the information in a manner that would comply with
Generally Accepted Assurance Standards pursuant to the Chartered Professional
Accountants of Canada Handbook.

2. KSV expresses no opinion or other form of assurance with respect to the financial
information presented in this Report or relied upon by KSV in preparing this Report.
Any party wishing to place reliance on the Company’s financial information should
perform its own diligence and any reliance placed by any party on the information
presented herein shall not be considered sufficient for any purpose whatsoever.

3. An examination of the Cash Flow Forecast as outlined in the Chartered Professional
Accountant Canada Handbook has not been performed. Future oriented financial
information relied upon in this Report is based upon the Company’s assumptions
regarding future events; actual results achieved may vary from this information and
these variations may be material. KSV expresses no opinion or other form of
assurance on whether the Cash Flow Forecast will be achieved.

1.3 Currency
1. Unless otherwise noted, all currency references in this Report are in Canadian dollars.
1.4 KSV’s Qualifications to Act as Monitor
1. KSV is qualified to act as Monitor in these proceedings:
a) KSV is a trustee within the meaning of subsection 2(1) of the Bankruptcy and
Insolvency Act (Canada). KSV is not subject to any of the restrictions to act as
monitor set out in Section 11.7(2) of the CCAA; and
b) KSV has extensive experience acting as a monitor under the CCAA in a wide
variety of industries, including experience in the aviation and specialized

aviation services industries®.

2. KSV has consented to act as Monitor in these proceedings should the Court grant the
Initial Order. A copy of KSV’s consent to act as Monitor is attached as Appendix “A”.

I Completed in its predecessor entities, being the Toronto restructuring practice of RSM Richter Inc. and Duff & Phelps
Canada Restructuring Inc.
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3. KSV was engaged by Clairvest on November 28, 2016 with respect to the Company.
Although engaged in late 2016, KSV’s mandate has had several long inactive periods,
with its mandate being most active in the last several weeks. Since the date of its
engagement, KSV has been consulted periodically when liquidity or operating issues
arose that could require the Company to file for CCAA protection. To date, KSV’s
mandate has focused on the structure of these proceedings, reviewing and
commenting on application materials, assisting the Company to prepare its Cash Flow
Forecast, drafting communication documents to be used in the context of a filing and
preparing sale process materials for the SSP (which is proposed to be conducted by
the Monitor, as discussed further below).

4. In acting as Monitor in these proposed proceedings, and in any Court-supervised
insolvency mandate, KSV acts as an independent officer of the Court and is cognizant
to carry out its duties and obligations accordingly. In carrying out its mandate pursuant
to the engagement noted in paragraph 3 above, KSV was mindful of the possibility of
its potential appointment as a Court officer. KSV’s engagement letter states that its
advisory engagement will terminate immediately prior to its appointment as a Court
officer in any formal insolvency proceeding involving the Company and explains its
duties and obligations in performing such role.

2.0 Company Background

1. The Company is a holding company that provides management services to the Non-
Applicant Subsidiaries and Top Aces, including strategy, corporate finance,
accounting, legal, aviation insurance, human resources and information technology?.
The Company was founded in 2004 and is headquartered in Toronto, Ontario.
(Throughout this Report, the Company and the Non-Applicant Subsidiaries are
collectively referred to as the “Group”).

2. The Group provides specialty aviation and logistics support services across Canada
and in select locations internationally, including the US, Bolivia and Chile. A
condensed corporate chart of the Group, including the Company’s residual interest in
TA Holdings, is provided below.

Discovery Air Inc.

9.7% 100% 100% 100% 100%
¥ v L4 v v
Top Aces Holdings Inc. Great Slave Air Tindi Ltd. Discovery Mining Discovery Air
Helicopters Ltd. Services Ltd. Technical Services Inc.
100%
v
Top Aces Inc.

2 Some of these services have recently been transferred to the Non-Applicant Subsidiaries, as relevant for their
specific operations, and to Top Aces.
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3. A summary of the operations of the Non-Applicant Subsidiaries is provided below:

a) GSH is one of Canada’s largest onshore helicopter operators. It operates from
its two main bases located in Yellowknife, Northwest Territories and Calgary,
Alberta, as well as from sub-bases throughout Canada and in select locations
in South America. GSH provides mineral and oil and gas exploration support,
forest fire suppression, support to government agencies and other services,
including environmental surveying, utilities/pipeline patrol, power line
construction and telecommunications support.

b) ATL is a commercial fixed wing charter company with its main base in
Yellowknife, Northwest Territories. ATL operates a diversified fleet of fixed wing
aircraft and provides scheduled and charter passenger and cargo services, as
well as medevac equipped aircraft services, primarily in Northern Canada. Its
customers include government agencies, multinational diamond mining
companies, various junior mining, exploration companies and the general public
on scheduled and chartered flights.

c) DMS provides fully scalable remote exploration camps and expediting, logistics
and staking services to gold, base metal, uranium and diamond exploration
companies operating in the Northwest Territories, Nunavut, Yukon, Northern
Saskatchewan and Northern Ontario. DMS provides and manages custom-
designed, all-weather exploration camps and assists with its customers’
logistical needs.

d) DATS is an inactive wholly-owned subsidiary. DATS is included in these
proceedings as a Non-Applicant Subsidiary as it is the tenant of leased
premises in Etobicoke, Ontario which serve as the Company’s head office. Itis
also a guarantor of various secured obligations described in this Report.

4.  The Company presently has seven employees. Three of the Company’s employees
are senior officers of the Group. The remaining employees also serve in key finance
and legal functions and provide support to the senior officers and to the Group
generally. The Company’s employees are not unionized and none of the Company
or the Non-Applicant Subsidiaries maintain a pension plan.

5. Prior to May 26, 2017, the Company’s Class A common shares were publicly traded
on the Toronto Stock Exchange (*“TSX”) under the symbol DA.A. On May 26, 2017,
Clairvest along with certain management shareholders of the Company, which
together owned 91% of the Company’s shares at the time, acquired the remaining 9%
of the Company’s Class A common shares through a going-private transaction (the
“GPT"). The GPT was approved by the Court on May 24, 2017 and closed on May
26, 2017.

6. Following the GPT, the Company’s shares were de-listed from the TSX. The
Company continues to be a reporting issuer in respect of unsecured listed convertible
debentures which it issued in May, 2011 in the face amount of $34.5 million (the
“Unsecured Listed Debentures”). The Unsecured Listed Debentures are listed on the
TSX under the symbol DA.DB.A. As at January 31, 2018, approximately $34.7 million
was outstanding under the Unsecured Listed Debentures, inclusive of interest. The
Unsecured Listed Debentures mature on June 30, 2018.

ksv advisory inc. Page 5 of 17



401

7.  As detailed in the Affidavit, on numerous occasions since Clairvest's initial financing
in 2011, the Company has faced liquidity issues, including as recently as late 2017,
which have been resolved through financing transactions with Clairvest.
Notwithstanding those transactions, the Company continues to face urgent liquidity
needs as a result of, inter alia:

a) an anticipated margin shortfall under its operating line of credit with Canadian
Imperial Bank of Commerce (“CIBC”) that is presently forecasted to arise during
the week of March 19, 2018 and to continue to increase thereafter. Additionally,
this facility matures on April 30, 2018%;

b)  the maturity on April 15, 2018 of its obligations (approximately $5.1 million)
owing to Roynat Inc. (“Roynat”) under a secured aircraft financing facility;

c) the maturity on May 5, 2018 of its secured obligations (approximately $72.7
million) owing to Clairvest under its secured debentures; and

d) the maturity on June 30, 2018 of its obligations owing under the Unsecured
Listed Debentures (approximately $34.5 million and $1.4 million of principal and
interest, respectively).

8. As set out in the Affidavit, the Company is unable to meet or refinance these
obligations and Clairvest has advised that it is no longer prepared to provide further
funding absent a resolution of the financial challenges facing the Company.

9. Further detailed information concerning the Company and its background is provided
in the Affidavit. In order to avoid duplication, that discussion has not been repeated
in this Report.

2.1 Financial Overview

1.  The Company has incurred significant losses over its last three fiscal years resulting
from, among other things, a slowdown in the resource sector and a change in
regulatory policies in 2017 that caused the grounding of certain Top Aces aircraft on
two separate occasions, at which time Top Aces was wholly owned by the Company.

2. A summary of the Company’s consolidated financial results for its fiscal years ending
January 31, 2016, 2017 and 2018 is provided in the table below. The table also
includes a summary of the Shareholders’ Deficit, which has increased on a year-over-
year basis, reflecting the ongoing negative performance of the Non-Applicant
Subsidiaries.

2 On December 15, 2017, the Company announced that the maturity date of its CIBC facility had been extended to
January 31, 2019 subject to acceleration in certain circumstances. Given the current circumstances, the maturity date
of the CIBC facility is effectively April 30, 2018.
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(C$000s; consolidated)

January 31, 2016

January 31, 2017

January 31, 2018

(audited) (audited) (unaudited) 4
Revenue 182,181 171,055 143,117
Income from equity investments 1,553 798 858
Expenses (157,082) (150,085) (136,740)
EBITDA 26,652 21,768 7,235
Depreciation and amortization (21,273) (19,748) (17,379)
Finance costs (19,676) (20,431) (21,506)
Other (gains) and losses (3,350) (2,682) (6,010)
Income tax recovery 2,820 3,018 8,704
Income (loss) from discontinued operations, net of tax (1,184) 27
Total comprehensive loss (16,011) (18,048) (28,956)
Retained Earnings/(Deficit) (37,838) (55,886) (80,222)

3. The above table reflects that, inter alia;

a) the Company has incurred losses over the last three fiscal years totalling
approximately $63 million, with those losses increasing on a year-over-year
basis;

b)  revenue has declined over the period; and

c) EBITDA was insufficient to cover the Company’s debt service costs (principal
and interest) and to fund its capital expenditures, which are consistently
significant.

4.  The Company’s deteriorating financial performance has necessitated numerous
transactions and/or amendments with multiple lenders, including Clairvest, to its
secured credit facilities (and the credit facilities of the Non-Applicant Subsidiaries), to
extend maturity dates and to address various defaults, as more fully detailed in the
Affidavit.

4 As a result of transactions more fully detailed in the Affidavit, effective December 14, 2017, the Company has a 9.7%
interest in Top Aces. Accordingly, Top Aces is recorded as an investment in its year-end financial statements; however,
the fiscal 2018 financial results presented above include Top Aces’ results for the period February 1, 2017 to December

14,2017. The fiscal 2016 and 2017 statements include Top Aces’ results for those periods.
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3.0 Creditors
3.1 Secured Creditors

1.  The following table summarizes the Group’s secured obligations, including amounts
owing to each creditor as of January 31, 20185, based on the Company’s books and

records.
Creditor Principal Debt Outstanding Maturity Date
Clairvest $72.7 million May 5, 2018
CIBC $14.8 million April 30, 2018
ECN Auviation Inc. (“Element”) $8.6 million April 1, 2020
Roynat $5.1 million April 15, 2018
Textron Financial Corporation (“Textron”) $13.1 million April 1, 2023

2. The details of each of these facilities are provided in the Affidavit.

3. The Company intends to continue to service principal and interest on these facilities
during these proceedings; however, the Initial Order provides a stay in respect of the
obligation to repay the amounts due on the maturing facilities.

3.1.1 Security Opinion

1. KSV retained Goodmans LLP (“Goodmans”) prior to these proceedings to act as its
legal counsel in the event the Initial Order is granted and KSV is appointed as the
Monitor. At KSV’s request, Goodmans provided an opinion on Clairvest's security
which, subject to the assumptions and qualifications contained therein, concluded
that: (a) the security granted to Clairvest by the Company and the Non-Applicant
Subsidiaries ®, as registered under the Ontario Personal Property Security Act
(“PPSA"), creates a valid and perfected security interest in the personal property
collateral of each of the Company and the Non-Applicant Subsidiaries which is
situated in Ontario; and (b) Clairvest has a perfected, first-ranking security interest in
the shares of GSH, ATL, DMS and TA Holdings owned by the Company. Goodmans
has also advised that, while they have not rendered or sought opinions in other
Provinces or Territories, searches under applicable personal property security
regimes in each Province (other than Quebec) and Territory have been performed
and that Clairvest has registrations in each such Province or Territory. A copy of the
security opinion will be made available to the Court should the Court wish to review it.

2. To date, Goodmans has only been asked to perform a review of the Clairvest
security since the proposed proceedings contemplate: (a) the SSP, in which Clairvest
entities will rely on its security for the purpose of submitting stalking horse offers for
the Company’s shares of GSH, ATL, DSM and TA Holdings, as further detailed below;
and (b) interim financing being provided by a Clairvest entity with related charges to
rank prior to the Clairvest security in each instance.

5 Other than CIBC, which reflects the Company’s indebtedness as at March 16, 2018 and includes amounts owing
under outstanding letters of credit totalling approximately $4.2 million.

6 As DATS is an inactive corporation, Goodmans was instructed not to undertake a review of security granted by
DATS.
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3.2 Unsecured Creditors

1. The Company’s principal unsecured creditors are holders of the Unsecured Listed
Debentures. The Unsecured Listed Debentures were issued in the principal amount
of $34.5 million pursuant to an indenture dated May 12, 2011, as amended. The
Unsecured Listed Debentures mature on June 30, 2018 and accrue interest at a rate
of 8.375% per annum, payable on a semi-annual basis.

2. KSV understands that the Company will not be able to meet its obligations in respect
of the Unsecured Listed Debentures when they mature on June 30, 2018. On that
date, principal and interest in the amounts of approximately $34.5 million and $1.4
million, respectively, will become due and payable. At this time, the Company is
current on its Unsecured Listed Debenture obligations, including funding in
December, 2017, its most recent semi-annual interest payment of approximately $1.4
million.

3. Based on the Company’s books and records as at January 31, 2018, accounts
payable and accrued liabilities, excluding the Unsecured Listed Debentures and
intercompany obligations, totalled approximately $2 million.

4.0 Cash Flow Forecast

1. The Company prepared the consolidated Cash Flow Forecast, which covers the
period March 19, 2018 to June 30, 2018. The Cash Flow Forecast and the Company’s
statutory report on the cash flow pursuant to Section 10(2)(b) of the CCAA is attached
as Appendix “B”.

2.  The Cash Flow Forecast reflects that borrowings under the DIP Facility are projected
to peak at approximately $11.9 million during the week ended June 3, 2018. The
Cash Flow Forecast also reflects that the Company is projected to require
approximately $6.9 million under the DIP Facility until the expiry of the initial stay
period on April 20, 2018. Funding is required for the Company and the Non-Applicant
Subsidiaries to continue to operate in the normal course, including to meet their
respective payroll and other operating expenses. The Cash Flow Forecast has been
prepared on the basis that the Company remains in margin under the CIBC facility
during these proceedings.

3. Based on KSV's review of the Cash Flow Forecast, the cash flow assumptions appear
reasonable. KSV's statutory report on the Cash Flow Forecast is attached as
Appendix “C".
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5.0 DIP Facility’ and Intercompany Funding

1.  The terms of the DIP Facility are detailed in the DIP Term Sheet. A copy of the DIP
Term Sheet is attached to the Affidavit. The significant terms of the DIP Facility are
summarized below.

a) Borrower: the Company, which, if approved by the Court, would make advances
to the Non-Applicant Subsidiaries, as required, as “Intercompany Advances” to
be secured by the Intercompany Charges in favour of the Company over the
business and assets of the applicable Non-Applicant Subsidiary.

b) Lender: CEP IV Co-Investment Limited Partnership
c) Loan Amount: $12.6 million

d) Maturity date: unless otherwise agreed by the parties, the earlier of: (i) the
occurrence of any Event of Default that is continuing and has not been cured or
waived in writing by the DIP Lender; (ii) the closing of one or more sale
transaction(s) for all or substantially all of the Company’s assets; and (iii)
December 21, 2018.

e) Interest rate: 10% per annum. Upon the occurrence of an Event of Default, the
interest rate will increase to 14% per annum.

f) Fees and expenses: there are no commitment or other fees included in the DIP
Term Sheet other than the Company covering the DIP Lender’s reasonable out-
of-pocket expenses, including all reasonable legal expenses, incurred by the
DIP Lender in connection with these proceedings.

g) DIP Lender’'s Charge: all obligations of the Company under the DIP Facility are
to be secured by a Court-ordered charge over the Company’s property, assets
and undertaking. The charge is to rank in priority only to Clairvest’s existing
security pursuant to its secured debentures but subordinate to all existing
security which ranks in priority to Clairvest’s existing security.

h)  Intercompany Charges: pursuant to the Initial Order, Intercompany Advances
from the Company to each Non-Applicant Subsidiary are to be secured by an
Intercompany Charge on the assets, property and undertaking of such Non-
Applicant Subsidiary which will in each case rank behind any existing secured
obligations of the Non-Applicant Subsidiaries that currently rank in priority to the
security held by Clairvest in the assets of that Non-Applicant Subsidiary.

i) Reporting: reporting obligations include the provision of weekly “rolling” cash
flow projections and a weekly budget-to-actual variance analysis.

” Terms not defined in this section have the meaning provided to them in the DIP Term Sheet.
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) Conditions: key Conditions include:
i. the entry of the Initial Order and the granting of the DIP Lender's Charge;
ii. execution and delivery of intercompany loan documents between the
Company and each of the Non-Applicant Subsidiaries, in each case on

terms acceptable to the DIP Lender; and

iii. assignments of such intercompany loan documents by the Company to
the DIP Lender.

k)  Events of Default: The following is a summary of the material Events of Default:

i. the issuance of a Court Order terminating the CCAA proceedings or lifting
the stay in the CCAA proceedings to permit the enforcement of any
security, or the appointment of a receiver and manager, receiver, interim
receiver or similar official or the making of a bankruptcy order against the
Company or the Non-Applicant Subsidiaries;

ii. the issuance of any Court Order: (i) staying, reversing, vacating or
otherwise modifying the DIP Lender's Charge; or (ii) that adversely
impacts or could reasonably be expected to adversely impact the rights
and interests of the DIP Lender; provided, however, that any such order
that provides for payment in full forthwith of all of the obligations of the
Company under the DIP Facility shall not constitute an Event of Default;

iil. any update to the DIP Agreement Cash Flow Projection indicating that the
Company would require additional funding above the Maximum Amount
to meet its obligations at any time during the period of the DIP Agreement
Cash Flow Projection; and

iv. a Court Order is made, a liability arises or an event occurs, including any
change in the business, assets, or conditions, financial or otherwise, of
the Company or the Non-Applicant Subsidiaries that has or will have a
Material Adverse Effect.

5.1 Recommendation

1. KSV considered the following factors when reviewing the reasonableness of the DIP
Facility, as well as those set out in Section 11.2 of the CCAA:

a) KSV understands that the DIP Lender is not willing to provide the required
interim financing other than on the terms and conditions set out in the DIP Term
Sheet;

b)  without the DIP Facility, the Company will be unable to fund its business and
the continued operations of the Non-Applicant Subsidiaries will be at risk,
including payroll, fuel costs, maintenance and other capital expenditures and
general operating expenses. Accordingly, absent funding under the DIP
Facility, the operations of the Company would be discontinued;
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c) KSV compared the terms of the DIP Facility to other DIP facilities approved by
Canadian courts in CCAA proceedings commenced in 2017 and 2018. The
comparison is attached as Appendix “D”. Based on KSV’s analysis, the cost of
the proposed DIP Facility is lower than other recent DIP financings approved by
this and other Canadian courts;

d) substantially all of the other DIP facilities approved by Canadian courts provide
a corresponding super-priority DIP charge over all other creditors. In these
proceedings, the DIP Lender’s Charge is contemplated to respect the existing
secured lender priorities of the Group and rank in priority to creditors who
presently rank subordinate to Clairvest’'s existing security interests;

e) given the complexity of the Group’s debt structure and the structure of these
proceedings, KSV is of the view that the Company would not be able to identify
a lender who would be willing to provide a DIP facility which respects the existing
priorities of the secured creditors of the Group;

f) KSV believes that approval of the DIP Facility is in the best interests of the
Group'’s stakeholders and will enhance the prospects of maximizing value in the
circumstances. The DIP Facility is projected to be sufficient to fund the normal
course operations of the Group through the completion of these proceedings
while the SSP is carried out. KSV does not believe that creditors will be
prejudiced from approval of the DIP Facility — to the contrary, they will benefit
from it as it will allow the business to continue to operate, which will enhance
value versus the alternative, which is the discontinuation of operations and the
potential liquidation of its assets; and

g) KSV has considered the proposed Intercompany Charges. As set out in the
Cash Flow Forecast, the primary use of the advances under these charges is to
fund the ordinary course payments of the Non-Applicant Subsidiaries during
these proceedings. Given that the Non-Applicant Subsidiaries are not CCAA
debtors, they intend to continue to pay their obligations as they come due. The
Intercompany Charges respect the existing secured lender priorities of the
Group. Accordingly, for the reasons noted in the preceding paragraph, KSV is
of the view that the Intercompany Charges benefit these proceedings and do
not prejudice any creditors.

2. Based on the foregoing, KSV believes that the terms of the DIP Facility are reasonable
in the circumstances.

6.0 Stay of Proceedings

1. The Company is the sole applicant in these proceedings; however, the Company is
seeking to extend a limited stay of proceedings to the Non-Applicant Subsidiaries and
their officers and directors in order to: (a) enhance stability during the restructuring
process; and (b) avoid the risk that the insolvency of the Company and the
commencement of these proceedings are relied upon as the basis to commence
adversarial proceedings, terminate contracts or to take other adverse actions which
could disrupt the operations and impair the value of the Non-Applicant Subsidiaries.

ksv advisory inc. Page 12 of 17



408

2. KSV understands that the Non-Applicant Subsidiaries are parties to hundreds of
contracts pursuant to which termination provisions may be triggered as a result of a
CCAA filing by the Company. Certain of these contracts are required for the Non-
Applicant Subsidiaries to carry on business in the ordinary course. Perhaps most
importantly, the Non-Applicant Subsidiaries’ secured creditors have complex
financing arrangements that include the Company, and it is not practical to stay those
obligations at the Company level without also staying those obligations and related
cross-defaults and other rights at the Non-Applicant Subsidiaries level. The Company
plans to service principal and interest costs arising in respect of its secured debt
during the CCAA proceedings (other than to Clairvest), but to stay any maturing
principal obligations and any defaults, cross-defaults and similar rights that would
permit acceleration and/or enforcement.

3. As a result of the risks identified above, KSV believes that extending the stay of
proceedings to the Non-Applicant Subsidiaries and their officers and directors is in the
best interests of the Company, its stakeholders and the success of these proceedings.

7.0 Court Ordered Charges

7.1 Administration Charge

1. The Company is seeking an Administration Charge in an amount not to exceed
$750,000 to secure the fees and expenses of the Monitor, its counsel and the
Company’s counsel.

2. The Administration Charge is a customary provision in an Initial Order in a CCAA
proceeding - it is required by certain of the professionals engaged to assist a debtor
company and to protect them in the event that the Company is unable to pay their
fees and costs during the CCAA process.

3. The Company worked with KSV to estimate the proposed amount of the
Administration Charge.

4, KSV believes that the Administration Charge is reasonable and appropriate in the
circumstances given the complexities of the Company’s proceedings and the services
to be provided by professionals involved in these proceedings.

7.2 DIP Lender’s Charge

1. The Company is seeking a charge for the DIP Lender to secure its advances under
the DIP Facility. KSV is of the view that the DIP Lender’s Charge is required and it is
appropriate that this relief be sought at the outset of these proceedings as: (i) the
Group is in immediate need of liquidity; (ii) the terms of the DIP Facility are reasonable
for the reasons set out in Section 5.1 of this Report; (iii) the DIP Lender is not prepared
to provide DIP financing without the benefit of the DIP Lender’s Charge; and (iv) it is
not contemplated that the DIP Lender’s Charge will rank in priority to any creditors
that presently rank in priority to Clairvest.
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7.3 Intercompany Charge

1.  The Company’'s cash management system is described in the Affidavit. Given the
centralization of the cash management system, including its revolving line of credit
with CIBC, to the extent that the Non-Applicant Subsidiaries require funding, it is to
be advanced by the Company. The Initial Order contemplates that the Company will
continue to make Intercompany Advances during these proceedings to the Non-
Applicant Subsidiaries to fund their businesses.

2. The proposed Initial Order contemplates that the Intercompany Advances will be
secured by Intercompany Charges over the assets of each of the Non-Applicant
Subsidiaries to the extent of the Intercompany Advances made to each such Non-
Applicant Subsidiary. In accordance with the terms of the DIP Term Sheet, the
Company’s rights under the Intercompany Charges will be assigned to the DIP Lender
as security for the Company’s obligations under the DIP Facility.

3. KSV is of the view that the Intercompany Charges are reasonable both for the reasons
set out in paragraph 5.1(g) above and on the same basis as the DIP Lender’s Charge,
including that the Intercompany Charges do not upset the priorities of the existing
secured lenders in the Group, other than Clairvest, which requires the structure of this
facility. Clairvest has consented to the structure of this facility.

7.4 D&O Charge

1. KSV understands that the Company is current on all pre-filing obligations for which
directors may be personally liable, including payroll obligations and sales taxes. The
Cash Flow Forecast contemplates that all such amounts will continue to be paid in the
ordinary course and the Company is projected to have sufficient liquidity to do so
provided the DIP Facility is approved. The proposed D&O Charge provides protection
for the directors and officers in the event that the Company fails to pay certain
obligations which may give rise to liability for directors and officers.

2. In these proceedings, the main risk of directors’ and officers’ exposure is unpaid
payroll and vacation pay. Payroll presently totals approximately $70,000 per pay
period (every two weeks). The D&O Charge of $100,000 is intended to cover one
payroll cycle, including source deductions and vacation pay.

3. KSV is of the view that the D&O Charge is reasonable in the circumstances and that
the continued involvement of the directors and officers is beneficial to the Company
and these proceedings.

7.5 KERP Charge

1. The KERP was developed by the Company and its advisors, in consultation with KSV.
It is intended to enhance the prospect that key employees, including the Company’s
officers, provide their assistance during these proceedings. The Company is seeking
approval of a KERP and the creation of a related charge in the amount of $1.65 million
to secure the payments due under the KERP. If approved, the KERP will cover six
employees, each of whom is considered to be integral to the successful completion
of these proceedings, including the sale process contemplated by these proceedings.
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2. KSV is of the view that the KERP amounts are reasonable and that the KERP Charge
will provide security for individuals entitled to the KERP. This will add stability to the
business and the SSP during these proceedings.

3.  KSVis of the view that it is appropriate for the Company to seek this relief at the outset
of the proceedings in order to provide certainty to employees and reduce the risk that
they resign. The involvement of these individuals in the process will benefit all
stakeholders as it will increase the likelihood that the businesses can continue in the
long term.

4.  The Company is requesting an order sealing the confidential exhibit to the Affidavit
which contains personal information for the employees entitled to participate in the
KERP. KSV believes it is appropriate to seal this exhibit as this type of information is
typically sealed in order to avoid disruption to the debtor company and to protect the
privacy of the beneficiaries of the KERP. KSV does not believe that any stakeholder
will be prejudiced if the KERP information is sealed.

5. In connection with the KERP, Top Aces has agreed to reimburse the Company for
approximately 40% of the KERP amount as the KERP employees also continue to
provide certain support functions to Top Aces.

7.6 Priority of Charges
1. The Company is seeking approval of the Court-ordered charges set out below:
a) First, the Administration Charge;
b) Second, the D&O Charge; and
c) Third, the KERP Charge.

2. The Initial Order provides that: (a) the Administration Charge, the D&O Charge and
the KERP Charge will rank in priority to all other security interests and encumbrances;
and (b) the DIP Lender’s Charge and the Intercompany Charges (with respect solely
to the property of the Non-Applicant Subsidiaries) will have the same priority as the
existing Clairvest secured debt (i.e. subordinate to secured lenders with prior ranking
security vis-a-vis Clairvest, being CIBC on accounts receivable and certain inventory
and capitalized parts and Roynat, Element and Textron on specific aircraft and certain
engines and other assets).

3.  The Initial Order contemplates a comeback motion, which will provide stakeholders
with an opportunity to address any concerns with the proposed priorities of the Court-
ordered charges.

8.0 Potential US Recognition Proceeding

1. The Affidavit discusses the possibility that the Company may require protection in the
United States under Chapter 15 of Title 11 of the United States Code. Should a US
proceeding be commenced, the Initial Order provides that KSV (as Monitor, if
appointed) is authorized to act as the Company’s “foreign representative”.
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2. Atthis time, no proceedings are contemplated in any foreign jurisdiction, including the
US. However, in the event of any urgent developments in the US, it is helpful that the
Monitor has the authority to act immediately with respect to recognition proceedings,
without needing to re-attend before the Court to seek such authority.

9.0 Creditor Notification
1. The proposed Initial Order requires the Monitor to:

a) publish without delay a notice in the national edition of The Globe and Malil
newspaper containing the information prescribed under the CCAA; and

b)  within five days of the issuance of the Initial Order to:

i. make the Initial Order publicly available in the manner prescribed under
the CCAA,;

il. send, in the prescribed manner, a notice to every known creditor who has
a claim against the Company of more than $1,000 advising that the order
is publicly available; and

iil. prepare a list, showing the names and addresses of those creditors (other
than employees), and the estimated amounts of those claims, and make
it publicly available in the prescribed manner.

2. If appointed Monitor, KSV will also post the Initial Order and all motion materials on
its website in accordance with the E-Service Protocol.

10.0Relief to be Sought at the Comeback Motion

1. The Company, Clairvest and KSV have developed the SSP, for which Court approval
is expected to be sought at the next motion in these proceedings on notice to the
Service List. It is contemplated that the SSP motion will be heard within two weeks
of the date of the Initial Order, if issued.

2. It is contemplated that the SSP will include “stalking horse” bids submitted by entities
incorporated by Clairvest for the Company’s equity interests in GSH, ATL, DMS and
its residual interest in TA Holdings. The stalking horse bids will assist to provide
certainty to stakeholders that the operating businesses of the Group will continue on
a going-concern basis. The attributes of the SSP will be addressed further in the
Court materials to be filed in the context of the SSP approval motion, including a
Monitor’s report.

3.  Subject to Court approval, it is contemplated that the SSP will be carried out by the
Monitor.
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11.0Conclusion and Recommendation

1. Based on the foregoing, KSV respectfully recommends that this Honourable Court
make an order granting the relief detailed in Section 1.1 (1)(f) of this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.

IN ITS CAPACITY AS PROPOSED MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY
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SALE SOLICITATION PROCESS

I ntroduction

On March 21, 2018, Discovery Air Inc. (the “Debtor”) commenced a proceeding (the “CCAA
Proceeding”’) under the Companies Creditors Arrangement Act (Canada) (the “CCAA”) before
the Ontario Superior Court of Justice (Commercial List) (the “Court”). Pursuant to the initial
order issued by the Court in the CCAA Proceeding (the “Initial Order”), KSV Kofman Inc. was
appointed as monitor (the “Monitor”) in the CCAA Proceeding.

The following Schedules are incorporated into this SSP: (a) Schedule “A” — References and
Definitions; (b) Schedule “B” — Form of Acknowledgment of Sale Solicitation Process;
(c) Schedule “C” — Addresses for Notice; and (d) Schedule “D” — Auction Procedures.

On April 4, 2018, the Debtor brought a motion before the Court, for, among other things, an order
(the “SSP Order™) approving:

@ the Top Aces Stalking Horse Agreement pursuant to which the Top Aces Stalking
Horse Bidder has agreed to: (i) purchase: (A) the Top Aces Holdco Shares; (B)
certain assets owned by the Debtor and used in the Top Aces business and/or shared
between the Top Aces business and the businesses of GSH, ATL and DMS; and
(C) intercompany debt owing by Top Aces and/or Top Aces Holdco to the Debtor,
if any (collectively, “Top Aces Property”); and (ii) assume or otherwise satisfy
certain liabilities and/or extinguish certain indebtedness, if any;

(b) the following Stalking Horse Agreements between the Debtor and the Northern
Stalking Horse Bidder:

(1) the GSH Stalking Horse Agreement pursuant to which the Northern
Stalking Horse Bidder has agreed to: (i) purchase: (A) the GSH Shares,
(B) certain assets owned by the Debtor and used in the GSH business as
more particularly described in the GSH Stalking Horse Agreement; and
(C) certain intercompany debt owing by GSH to the Debtor (collectively,
the“GSH Property”); and (ii) assume or otherwise satisfy certain liabilities
and/or extinguish certain indebtedness of the Debtor;

(i)  the ATL Staking Horse Agreement pursuant to which the Northern
Stalking Horse Bidder has agreed to: (i) purchase: (A) the ATL Shares; (B)
certain assets owned by the Debtor and used in the ATL business as more
particularly described in the ATL Stalking Horse Agreement; and
(C) certain intercompany debt owing by ATL to the Debtor (collectively,
the“ATL Property”); and (ii) assume or otherwise satisfy certain liabilities
and/or extinguish certain indebtedness owing by the Debtor;
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(iii) the DMS Staking Horse Agreement pursuant to which the Northern
Stalking Horse Bidder has agreed to: (i) purchase: (A) the DMS Shares;
and (B) certain assets owned by the Debtor and used in the DMS business
as more particularly described in the DMS Stalking Horse Agreement
(together with the DM S Shares, the “DM S Property”); and (ii) assume or
otherwise satisfy certain liabilities and/or extinguish certain indebtedness
owing by the Debtor; and

(© this SSP.

On April [4], 2018, the Court granted the SSP Order. The Monitor will conduct the SSP in
accordance with the SSP Order and this SSP.

Under the SSP, all qualified interested parties will be provided with an opportunity to participate
in the SSP on the terms set out herein.

Commencement of the SSP and I dentifying Bidders

1 The purpose of the SSP is to conduct certain processes to provide interested parties with
opportunities to submit competing offers on an “asis, where is’ basis to purchase: (a) the
Top Aces Property; (b) the GSH Property or all or substantially all of the assets of GSH;
(c) the ATL Property or al or substantially all of the assets of ATL; and (d) the DMS
Property or al or substantialy all of the assets of DMS (each, an “Opportunity”). The
SSP shall apply to each of the Opportunities and the related processes and transactions,
including without limitation, the Top Aces Transaction, Great Slave Transaction, Air Tindi
Transaction and Discovery Mining Transaction.

2. Any sales pursuant to this SSP will be without surviving representations or warranties of
any kind, nature, or description by the Monitor, the Companies or any of their respective
directors, officers, agents, advisors or other representatives unless otherwise agreed in a
definitive agreement.

3. All of the Debtor’s right, title and interest in and to any of the Property or other assets to
be sold pursuant to any Transactions will be sold free and clear of the pledges, liens,
security interests, encumbrances, claims, charges, options, and intereststherein and thereon
as set out in the Court order approving such sale unless specifically permitted to continue
pursuant to the terms of the Accepted Bid.
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4, The following table sets out the key milestones and deadlines under the SSP, which may
be extended or amended by the Monitor in its discretion by up to two weeks without Court

approval:
. Deadline Deadline Deadline Deadline
Milestone
(Top Aces SSP) (GSH SsP) (ATL SSP) (DM S SSP)
Commencement SSP April 4,2018 |April 4,2018  |April 4,2018  |April 4, 2018
Bid Deadline May 21, 2018 [June4,2018  |June4, 2018  June4, 2018
Auction May 31, 2018 [une 14,2018 |June 14,2018 June 14, 2018
Closing Date Deadline July 31,2018 (uly 31,2018 (July 31,2018 |July 31, 2018

Solicitation of Interest: Notice of the SSP

5.

The Debtor will issue a press release providing notice of the SSP and any such other
relevant information as the Debtor and Monitor consider appropriate (a “Notice”) with
Canada Newswire for designated dissemination in Canada and such other jurisdictions as
the Monitor, in consultation with the Debtor, considers appropriate.

The Monitor shall be entitled, but not obligated, to arrange for a Notice to be published in
The Globe and Mail (National Edition), and any other newspaper or industry journal as
the Monitor considers appropriate, if any, if it believes that such advertisement would be
useful in the circumstances.

The Monitor, with the assi stance of the Companies and their Representatives, has prepared:

@ alist of potential financial bidderswho may beinterested in aTop Aces Transaction
and alist of potential financial and strategic bidders who may be interested in any
or al of the Northern Transactions (collectively, “Potential Bidders’);

(b) Teaser Letters describing the Opportunities, outlining the processes under the Top
Aces SSP and Northern SSP, respectively, and inviting recipients of the Teaser
Letters to express their interest pursuant to the applicable SSP;

(c) aform of NDA; and

(d) CIMs describing the Opportunities, which will be made available by the Monitor
to Bidders (as defined below).

The Monitor, with the assistance of the Companies and their Representatives, has
established Data Rooms in respect of the SSPs, which Data Rooms may continue to be
updated from time to time during the SSP.
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0. The Monitor and its Representatives may consult with, or seek the assistance or
cooperation of, the Companies with respect to any matter relating to this SSP and the
conduct thereof, including, without limitation, the activities described in paragraphs 6 to 8
above. The Companies and their Representatives shall cooperate fully with the Monitor
and its Representatives and provide such assistance as is reasonably requested by the
Monitor in connection with the SSP.

10.  TheMonitor will send the applicable Teaser Letter(s) and applicableform or formsof NDA
to al applicable Potential Bidders as soon as reasonably practicable after the granting of
the SSP Order and to any other party who requests a copy of a Teaser Letter and NDA or
who is identified by the Debtor or the Monitor as a potentia bidder as soon as reasonably
practicable after such request or identification, as applicable.

Delivery of CIMs

11.  Any party who wishes to participate in one or more of the SSPs (an “Interested Party”),
including any Potential Bidder, must provide to the Monitor:

@ aNDA executed by it, and aletter setting forth the identity of the Interested Party,
the contact information for such Interested Party and full disclosure of the direct
and indirect principals of the Interested Party;

(b) an acknowledgment of the applicable SSP or SSPs in which the Interested Party
wishes to participate, in the form attached hereto as Schedule “B”; and

(© such form of financia disclosure and credit quality support or enhancement that
allows the Monitor to make a reasonable determination as to the Interested Party’s
financial and other capabilities to consummate a Sale Proposal.

12. If it is determined by the Monitor, in its reasonable business judgment, that an Interested
Party: (i) has delivered the documents contemplated in paragraph 11 above; and (ii) hasthe
financial capability based on the availability of financing, experience and other
considerations, to be able to consummate a sale pursuant to the SSP or SSPs in which the
Interested Party is interested, then such Interested Party will be deemed to be a“Bidder”.
For greater certainty, the Monitor may, in its reasonabl e business judgment, determine that
an Interested Party may be deemed a Bidder in one SSP but not another.

13.  The Monitor will provide each Bidder with a copy of the applicable CIM(s) and access to
any corresponding Data Rooms.  Bidders and Qualified Bidders (as defined below) must
rely solely on their own independent review, investigation and/or inspection of al
information and of the Property in connection with their participation in any of the SSPs
and any transaction they enter into with the Debtor. The Companies, the Monitor and
their respective directors, officers, agents and advisors make no representation or warranty
whatsoever asto the information (including, without limitation, with respect to its accuracy
or completeness) (i) contained in any of the CIMs or the Data Rooms; (i) provided through
the due diligence process or otherwise made available pursuant to any of the SSPs; or
(iii) otherwise made available to a Potential Bidder, Interested Party, Bidder or Qualified
Bidder, except to the extent expressly contemplated in any definitive documentation duly
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executed and delivered by the Successful Bidder (as defined below) duly executed by the
applicable Company and approved by the Court.

14. At any time during the SSP, the Monitor may, in its reasonable business judgment,
eliminate a Bidder from any of the SSPs, in which case such party will no longer be a
Bidder for the purposes of such SSP, provided however, this provision does not apply to
either of the Stalking Horse Bidders. For greater certainty, the Monitor may, in its
reasonabl e business judgment, eliminate a Bidder participating in multiple SSPs from one
SSP but not other SSPs.

15. None of the Companies nor any of their Representatives or affiliates shall meet or
communicate with a Potential Bidder, Interested Party, Bidder or Qualified Bidder
(including the Stalking Horse Bidders in respect of the Stalking Horse Bids) regarding any
Transaction or Opportunity without (&) first informing and obtaining the consent of the
Monitor, and (b) allowing the Monitor the right and opportunity to participate in such
meeting, management presentation or communication. In the event a disagreement arises
between the Companies and the Monitor with respect to any matters related directly or
indirectly to this SSP, the Monitor, unless otherwise ordered by the Court, shall have the
sole authority to make afinal decision with respect to such matters.

16. Neither the Companies nor their Representatives or affiliates shall communicate the
identities of any Interested Parties or information in respect of any bids or transaction
documents to representatives of either of the Stalking Horse Bidders, whether in that
capacity or any other capacity, unless and until the identities of the Qualified Bidders are
exchanged with all other Qualified Bidders at Auction. For greater certainty, the
foregoing provision is not intended to prevent or restrict the Companies or their
Representatives from meeting or communicating with either of the Stalking Horse Bidders
or any party related thereto regarding matters that do not relate to the SSP.

17.  The Monitor, with the Companies assistance, shall afford each Bidder such access to
applicable due diligence materials and information pertaining to the applicable SSP or
SSPs as the Monitor deems appropriate in its reasonabl e business judgment. Due diligence
access may include management presentations, access to the Data Room(s), on-site
inspections, and other matters which a Bidder may reasonably request and which the
Monitor deems appropriate. The Monitor will designate one or more representatives to
coordinate all reasonable requests for additional information and due diligence access from
each Bidder and the manner in which such requests must be communicated. Neither the
Debtor nor the Monitor will be obligated to furnish any information relating to the Property
to any person other than to Bidders. For the avoidance of doubt, selected due diligence
materials may bewithheld from certain Biddersif the Monitor determines such information
to represent proprietary or sensitive competitive information.

Formal Offersand Deter mination of Qualified Bids

18. Bidders will be able to refer to template Purchase Agreements (which will be based on the
Stalking Horse Agreements) placed in the Data Rooms.
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19. Bidders that wish to make a forma offer within one or more of the SSPs (a “Sale
Proposal”) must submit such Sale Proposal to the Monitor so as to be received by the
Monitor not later than 5:00 PM (Toronto Time) on (a) May 21, 2018 with respect to the
Top Aces SSP, and (b) June4, 2018 with respect to the Northern SSP (the“Bid Deadling”).
All Sale Proposals in respect of the applicable transactions must be in the form of a duly
authorized and executed Purchase Agreement with any changes disclosed in acomparison
against the template Purchase Agreement, if applicable, and delivered by email and/or hard
copy to each of the persons specified in Schedule”C” hereto.  Bidderswho wish to submit
a Sale Proposal for the assets of any or al of GSH, ATL and/or DM S may submit any such
Sale Proposal in a separate form of asset purchase agreement reflecting terms consistent
with an insolvency transaction, including without surviving representations and warranties.
For greater certainty, Bidders must submit a separate Purchase Agreement or asset
purchase agreement for each SSP in which the Bidder is making a Sale Proposal.

20.  The Monitor, in consultation with the Debtor, may modify the Bid Deadline with respect
to some or al of the SSPs.  Any such modification shall be communicated to all Bidders
for the applicable SSP in writing and posted on the Monitor’s Website.

21. In order to be considered a“Final Bid”, a Sale Proposal shall include the following terms
(collectively, the “Final Bid Criteria”):

@ Subject to subsection (b) below, that the bid is binding and irrevocable until the
earlier of (i) 30 days after the Bid Deadline and (ii) approva by the Court of the
Accepted Bid (the “Bid Termination Date”);

(b) include an acknowledgement that if such Final Bid is selected by the Monitor as
the Backup Bid at the Auction, such Final Bid shall remain binding, irrevocable
and open for acceptance by the Debtor until the closing of the transaction with the
Successful Bidder;

(c) include a refundable cash deposit in the form of awire transfer (to a bank account
specified by the Monitor) or such other form of deposit as is acceptable to the
Monitor, payable to the Monitor, in trust, in an amount equal to 15% (the
“Deposit”) of the purchase price contemplated by the Bidder’s Final Bid;

(d) provide contact information (including an email address) for the Bidder and
disclose the identity of each entity (including its ultimate shareholders and/or
sponsors) that will be bidding for the Property or otherwise participating in a Final
Bid and the complete terms of any such participation;

(e include written evidence of afirm, irrevocable commitment for financing or other
evidence of an ability to consummate the proposed transaction or transactions
comprising the Final Bid, that will allow the Monitor to make adetermination asto
the Bidder's financial and other capabilities to consummate the proposed
transaction,
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()] include acknowledgments and representations of the Bidder that: (i) it has had an
opportunity to conduct any and al due diligence regarding the Property, the
Companies or otherwise prior to making itsbid; (ii) it hasrelied solely upon itsown
independent review, investigation and/or inspection of the Property (including,
without limitation, any documents in connection therewith) in making its bid; and
(iii) it did not rely upon any written or oral statements, representations, warranties,
or guarantees whatsoever, whether express, implied, statutory or otherwise,
regarding the Property or the Companies or the completeness of any information
provided in connection therewith, except as expressly contemplated in any
definitive documentation duly executed by the Successful Bidder and the applicable
Company and approved by the Court;

(9) include written evidence, in form and substance reasonably satisfactory to the
Monitor, of authorization and approva from the Bidder’'s board of directors (or
comparable governing body) with respect to the submission, execution, delivery
and closing of the transaction contemplated by the Final Bid;

(h) provides value to the creditors and other stakeholders of the Companies (having
regard to the relative priority of creditor claims) that is equal to or greater than the
value of the applicable Stalking Horse Agreement;

() describes the specific Property to be acquired by the Bidder;
@) details of any liabilities to be assumed by the Bidder;

(k) not be subject to further due diligence;

M not be subject to financing;

(m)  include a description of any regulatory or other third-party approvals required for
the Bidder to consummate the proposed transaction, and the time period within
which the Bidder expects to receive such regulatory and/or third-party approvals,
and those actions the Bidder will take to ensure receipt of such approvals as
promptly as possible;

(n) include adescription of any desired arrangements with respect to transition services
that may be required from any of the Companies in connection with the sae
transaction,

(o) not be subject to any conditions precedent except those that are customary in a
transaction of this nature;

(p) not be conditional upon approva by the Court of any bid protection, such as a
break-up fee, termination fee, expense reimbursement or similar type of payment;
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(9 be received by the Bid Deadline; and

n contemplate closing the transaction set out therein on or before July 31, 2018 (the
“Closing Date Deadlin€g”).

22.  The Monitor may, if it deems appropriate or desirable in the circumstances, modify or
amend the Final Bid Criteria.

23. Following the Bid Deadline, the Monitor will determine if each Sale Proposal delivered to
the Monitor meets the Final Bid Criteria, provided that each Sale Proposal may be
negotiated among the Monitor and the applicable Bidder and may be amended, modified
or varied to improve such Sale Proposal as a result of such negotiations. The Monitor
shall be under no obligation to negotiate identical terms with, or extend identical terms o,
each Bidder.

24.  The Monitor may make any modification to the SSP it considers appropriate in the
circumstance and, where it considers such modification to be material, it may seek Court
approval of such modification on notice to parties in the CCAA Proceeding. For greater
certainty, the extension of any deadline by up to two weeks shall not be considered
material.

25. If a Sale Proposal meets the Final Bid Criteria, as determined by the Monitor in its sole
discretion, such Final Bid will be deemed to bea*“ Qualified Bid” and the Bidder in respect
of each such Qualified Bid shall bea“Qualified Bidder” in respect of the applicable SSP.
The Monitor may waive strict compliance with any one or more of the Final Bid Criteria
and deem such non-compliant Sale Proposal to be a Qualified Bid, provided that doing so
shall not constitute a waiver by the Monitor of the Final Bid Criteria or an obligation on
the part of the Monitor to designate any other Sale Proposal as a Qualified Bid.

Sdlection of Successful Bidders

26.  Within five (5) Business Days of the applicable Bid Deadline, or at such later time as the
Monitor may deem appropriate, the Monitor will advise each Bidder if its Sale Proposal is
aQualified Bid (the “Notification Date”) with respect to the applicable SSP.

27. Each Stalking Horse Bidder is, and is deemed to be, a Qualified Bidder in respect of the
applicable SSP and each Stalking Horse Agreement is, and is deemed to be, a Qualified
Bid for all purposes in connection with the applicable SSP.

28. If one or more Qualified Bids (in addition to the Stalking Horse Agreement) for aparticular
SSP is received by the Bid Deadline, all Qualified Bidders for such SSP (including the
applicable Stalking Horse Bidder) shall proceed to an Auction to be held on the applicable
auction date (set out in the Auction Procedures below), which shall proceed according to
the Auction Procedures to identify the Successful Bidder. The Monitor, in consultation
with the Debtor, may postpone or delay the commencement of an Auction with respect to
either or both of the SSPsin accordance with the Auction Procedures.
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29. If no Qualified Bid for a SSP other than the applicable Stalking Horse Agreement is
received by the Bid Deadline, an Auction for such SSP will not be held and that Stalking
Horse Bidder will be declared to be the Successful Bidder with respect to the applicable
Transaction. The “Accepted Bid” for a SSP will be either (i) the applicable Stalking
Horse Agreement if no other Qualified Bid for such SSP is received by the Bid Deadline
or so designated by the Monitor; or (ii) in the event of an Auction, the superior bid as
determined by the Monitor pursuant to the Auction Procedures. The party that submitted
the Accepted Bid for a SSP is referred to herein as the “ Successful Bidder” with respect
to such SSP.

30.  Within seven (7) Business Days of the selection of an Accepted Bid for a Transaction (or
as soon as reasonably possible thereafter), the Debtor shall file an Approva Motion. Al
of the Qualified Bids for the particular Transaction and SSP other than the Accepted Bid
and the Backup Bid shall be deemed rejected by the Monitor on and as of the date of
approval of the applicable Accepted Bid by the Couirt.

31.  All Deposits received by the Monitor in connection with the SSP will be retained by the
Monitor in trust in one or more separate bank accounts. Any Deposit held by the Monitor
with respect to the Accepted Bid (plus accrued interest, if any) will be non-refundable
(other than as may be provided for in the Purchase Agreement that constitutes the A ccepted
Bid) and will be applied to the purchase price to be paid by the Successful Bidder upon
closing of the transaction under the Accepted Bid.  The Deposits (plus applicable interest,
if any) of Bidders not selected as Qualified Bidders will be returned to such Bidders within
three (3) Business Days of the Notification Date. The Deposits (plus applicable interest,
if any) of Qualified Bidders (other than the Backup Bidder) not selected as the Successful
Bidder will be returned to such parties within three (3) Business Days of the Bid
Termination Date. The Deposit of the Backup Bidder, if any, will be returned to such
Backup Bidder upon the Closing of the Transaction with the Successful Bidder, together
with applicable interest, if any.

32. If the Successful Bidder for any Transaction fails to close the transaction contemplated by
the Accepted Bid by the Closing Date Deadline or such other date as may otherwise be
mutually agreed upon among one or more of the Companies, the Monitor and the
Successful Bidder, the Monitor shall be authorized but not required to: (a) direct any
Company that is a party to such Accepted Bid to exercise such rights and remedies as are
available to the applicable Company under the Accepted Bid including, if applicable,
deeming that the Successful Bidder has breached its obligations pursuant to the Accepted
Bid and that the Successful Bidder hasforfeited its Deposit to the applicable Company; (b)
designate the Backup Bidder as the Successful Bidder and direct the applicable Company
to close the Transaction under the Backup Bid; or (c) take such other steps as it deems
advisable, including seeking further advice and directions from the Court. The Companies
reserve their right to seek al available remedies, including damages or specific
performance, in respect of any defaulting Successful Bidder (including any Backup Bidder
designated as a Successful Bidder).
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Confidentiality and Accessto Information

33. Each Potential Bidder, Interested Party, Bidder or Qualified Bidder (including the Stalking
Horse Bidder) shall not be permitted to receive any confidential or competitive information
that is not made generally available to al participants in the SSP, including the number or
identity of Potential Bidders, Bidders, Qualified Bidders, and Qualified Bids; the details of
any bids, Sale Proposals or Final Bids submitted; or the details or existence of any
confidential discussions or correspondence among the Companies, the Monitor and any
Bidder in connection with the SSP.

34. In addition, the Monitor may consult with any other parties with a material interest (as
determined in the Monitor’s sole discretion) in the CCAA Proceeding regarding the status
and material information and developments relating to the SSP to the extent considered
appropriate by the Monitor and taking into account, among other things, whether such party
is a Bidder, Qualified Bidder, or other participant or prospective participant in the SSP;
provided that such parties may be required to enter into confidentiality arrangements
satisfactory to the Monitor. For greater certainty, the Stalking Horse Bidders or their
Representatives or affiliates shall not be entitled to any information regarding the status of
the SSP unless such information is provided to all Qualified Biddersin the process.

Supervision of the SSP

35.  The Monitor will oversee, in al respects, the conduct of the SSP and, without limitation,
the Monitor will participate in the SSP in the manner set out herein and in the SSP Order.
All discussions or inquiries to the Companies regarding the SSP shall be directed to the
Monitor. Under no circumstances should Representatives of the Companies be contacted
directly or indirectly in respect of the SSP, including diligence requests, without the prior
written consent of the Monitor. Any such unauthorized contact or communication could
result in exclusion from the SSP. For greater certainty, the foregoing provision is not
intended to prevent or restrict the Companies or their affiliates and Representatives from
meeting or communicating with any Stalking Horse Bidder, in a capacity other than as a
Stalking Horse Bidder, or any party related thereto regarding matters that do not relate to
the SSP.

36. Other than as specifically set forth in the Stalking Horse Agreements or in a definitive
agreement between the applicable Company and a Successful Bidder, the SSP does not,
and will not be interpreted to, create any contractual or other legal relationship among the
Companies, the Monitor, any Potential Bidder, Interested Party, Bidder, Qualified Bidder,
the Successful Bidder, or any other party.

37.  Subject to the terms of the Initial Order or other Court order and any entitlement of the
Stalking Horse Bidder to a Stalking Horse Expense Reimbursement, participants in the
SSP are responsible for all costs, expenses and liabilities incurred by them in connection
with the submission of any Final Bid, participation in the SSP, Auction, due diligence
activities, and any further negotiations or other actions whether or not they lead to the
consummeation of atransaction.
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SCHEDULE “A”- REFERENCES AND DEFINITIONS

In this document, unless the context otherwise required, words importing the singular
includetheplural andviceversa. Capitalized termsused herein and not otherwise defined
shall have the meaning given to them in the Initial Order. Except where otherwise
expressly provided, all dollar reference amounts are to Canadian dollars.

The terms below shall have the following meaning given to them:

@

(b)

(©

(d)
(€)
(f)

(9)

(h)

(i)

()

(k)

()

“Accepted Bid” has the meaning given to it in paragraph 29;

“Air Tindi Transaction” meansthe transaction contemplated by the ATL Stalking
Horse Agreement or any other transaction under the ATL Stalking Horse
Agreement or any superior bid pursuant to the process set out herein;

“Approval Motion” means the Debtor’s motion or motions to be filed with the
Court seeking one or more orders to approve the Accepted Bids,

“ATL” means Air Tindi Ltd.;
“ATL Property” hasthe meaning given to it in the Introduction;

“ATL Shares’ means 1870 issued and outstanding Class A common sharesin the
capital of ATL, being 100% of the issued and outstanding shares of ATL;

“ATL SSP” means the sale and solicitation process to solicit bids for the ATL
Property as set out herein;

“ATL Stalking Horse Agreement” means the stalking horse agreement between
the Debtor and the Northern Stalking Horse Bidder dated as of March 21, 2018, as
the same may be amended, modified, improved or changed pursuant to the terms
of this SSP, for the purchase and sale of the ATL Property;

“Auction” means an auction conducted pursuant to this SSP pursuant to the
Auction Procedures,

“Auction Location” has the meaning given to it in paragraph 1 of the Auction
Procedures,

“Auction Procedures’ mean the auction procedures set out in Schedule “D”
hereto;

“Backup Bid” has the meaning given to it in paragraph 13 of the Auction
Procedures,
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(m)

(n)
(0)
(P)
©)

()
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(u)
(v)

(w)

v)

(2)

(2a)
(bb)
(co)

(dd)

“Backup Bidder” has the meaning given to it in paragraph 13 of the Auction
Procedures,

“Bid Deadlin€’ has the meaning given to it in paragraph 19;
“Bid Termination Date” has the meaning given to it in paragraph 21(a);
“Bidder” hasthe meaning given to it in paragraph 12;

“Business Day” means any day, other than Saturday or Sunday, on which the
principa commercial banksin Toronto are open for commercial banking business
during normal banking hours,

“CCAA” hasthe meaning given to it in the Introduction;
“CCAA Proceeding” has the meaning given to it in the Introduction;

“Clairvest” means Clairvest Group Inc. and all of its affiliates including certain
funds managed by Clairvest Group Inc. and Mr. G. John Krediet;

“Closing Date Deadlin€’ has the meaning given to it in paragraph 21(r);

“CIM” means a confidential information memorandum to be prepared in
connection with the SSP with respect to such Company’ s Property and business;

“Companies’ means the Debtor, Top Aces, Top Aces Holdco, GSH, ATL and
DMS, and “Company” means any of them;

“Court” hasthe meaning given to it in the Introduction;

“Credit Bid” means a bid that provides for al or part of the consideration to be
paid to be satisfied by way of acredit bid of secured indebtedness of the Debtor;

“Data Rooms’ means the € ectronic data rooms to be established in connection
with the SSP;

“Deposit” has the meaning given to it in paragraph 21(c);
“Debtor” has the meaning given to it in the Introduction;

“Discovery Mining Transaction” means the transaction contemplated by the
DMS Stalking Horse Agreement or any other transaction under the DM S Stalking
Horse Agreement or any superior bid pursuant to the process set out herein;

“DM S’ means Discovery Mining Services Ltd.
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“DM S Property” hasthe meaning given to it in the Introduction;

“DM S Shares’ means 22,883,047 issued and outstanding Class A common shares
in the capital of DMS, being 100% of the issued and outstanding shares of DMS;

“DMS SSP” means the sale and solicitation process to solicit bids for the DMS
Property as set out herein;

“DMS Stalking Hor se Agreement” means the stalking horse agreement between
the Debtor and the Northern Stalking Horse Bidder dated as of March 21, 2018 as
the same may be amended, modified, improved or changed pursuant to the terms
of this SSP for the purchase and sale of the DM S Property;

“Final Bid” has the meaning given to it in paragraph 19;
“Final Bid Criteria” has the meaning given to it in paragraph 20;

“Great Slave Transaction” means the transaction contemplated by the GSH
Stalking Horse Agreement or any other transaction under the GSH Stalking Horse
Agreement or any superior bid pursuant to the process set out herein;

“GSH” means Great Slave Helicopters Ltd.;
“GSH Property” has the meaning given to it in the Introduction;

“GSH Shares’ means (i) 157,891,795 issued and outstanding Class A common
shares; (ii) 1,111 issued and outstanding Class D common shares; (iii) 40,000,000
issued and outstanding Class E common shares; (iv) 7,624 issued and outstanding
Class F Preferred shares; (v) 11,072 issued and outstanding Class G Preferred
shares; and (vi) 14,400 issued and outstanding Class H Preferred shares, in each
case of the capital of GSH, being 100% of the issued and outstanding shares of
GSH;

“GSH SSP” means the sale and solicitation process to solicit bids for the GSH
Property as set out herein;

“GSH Stalking Horse Agreement” means the stalking horse agreement between
the Debtor and the Northern Stalking Horse Bidder dated as of March 21, 2018 as
the same may be amended, modified, improved or changed pursuant to the terms
of this SSP for the purchase and sale of the GSH Property;

“Initial Order” hasthe meaning given to it in the Introduction;
“Interested Party” hasthe meaning givento it in paragraph 11;

“Potential Bidders’ has the meaning given to it in paragraph 6;
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“Leading Bid” has the meaning given to it in paragraph 11 of the Auction
Procedures,

“Monitor” hasthe meaning given to it in the Introduction;

“Monitor’s Website” means the Monitor's website a
www.ksvadvisory.com/insolvency-cases/discovery-air.

“NDA” a non-disclosure agreement to be used in connection with the solicitation
of bidsin this SSP;

“Northern SSP” means collectively the GSH SSP, ATL SSP and DM S SSP;

“Northern Transactions’ means the Great Slave Transaction, Air Tindi
Transaction and Discovery Mining Transaction;

“Northern Stalking Horse Bidder” means 10671541 CanadaInc.;

“Northern Stalking Horse Agreements’ means the GSH Stalking Horse
Agreement, ATL Stalking Horse Agreement and DM S Stalking Horse Agreement;

“Notice” has the meaning given to it in paragraph 6;

“Notification Date” has the meaning givento it in paragraph 26;

“Opportunity” hasthe meaning givento it in paragraph 1;

“Overbid” hasthe meaning given to it in paragraph 9 of the Auction Procedures;

“Property” means the Top Aces Property, GSH Property, ATL Property and/or
DMS Property as the context may require;

“Purchase Agreements’ means the template forms of purchase agreements to be
placed in the Data Rooms upon which Bidders are to make Sale Proposals;

“Qualified Bid” has the meaning given to it in paragraph 25;
“Qualified Bidder” has the meaning given to it in paragraph 25;

“Representatives’ means, with respect to aparticular party, such party’ sdirectors,
officers, employees, partners, principals, advisors (including legal and financial
advisors) and agents provided that with respect to the Companies,
“Representatives’ shall not include any individual who is an employee, director,
officer, partner, principal or advisor to Clairvest.

“Sale Proposal” has the meaning given to it in paragraph 19;
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“SSP” means the sale and solicitation processes contemplated herein, including
without limitation, the Top Aces SSP, GSH SSP, ATL SSP or DMS SSP, or any
one of them as the context may require;

(mmm)“ SSP Order” has the meaning given to it in the Introduction;
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(uuu)

(vwv)

“Stalking Horse Agreements’ means, collectively, the Top Aces Stalking Horse
Agreement and the Northern Stalking Horse Agreements.

“Stalking Horse Bidder” means the Top Aces Stalking Horse Bidder and the
Northern Stalking Horse Bidder;

“Starting Bid” has the meaning given to it in paragraph 7 of the Auction
Procedures,

“Subsequent Bid” has the meaning given to it in paragraph 4 of the Auction
Procedures,

“Successful Bidder” has the meaning givento it in paragraph 29;

“Teaser Letter” meansthe process summary lettersto be prepared by the Monitor,
in consultation with the Companies, in connection with the SSP;

“Top Aces’” means Top Aces Inc. (formerly known as Discovery Air Defence
ServicesInc.);

“Top AcesHoldco” means Top Aces Holdings Inc,;

“Top Aces Holdco Shares” means 253.83602 issued and outstanding Class A
common shares in the capital of Top Aces Holdco, being 100% of the issued and
outstanding shares of Top Aces Holdco owned by the Debtor;

(www) “Top Aces Property” has the meaning given to it in the Introduction;

(xxx)

(yyy)

(zz2)

“Top Aces SSP” means the sale and solicitation process to solicit bids for the Top
Aces Property as set out herein;

“Top Aces Stalking Horse Agreement” means the stalking horse agreement
between the Debtor and the Top Aces Stalking Horse Bidder dated as of March 21,
2018 as the same may be amended, modified, improved or changed pursuant to the
terms of this SSP for the purchase and sale of the Top Aces Property;

“Top Aces Stalking Hor se Bidder” means, collectively, CEP IV Co-Investment
Limited Partnership, Clairvest Equity Partners IV Limited Partnership, Clairvest
Equity Partnership 1V-A Limited Partnership, DA Holdings Limited Partnership
and G. John Krediet.

428



(a@aa) “Top Aces Transaction” means the transaction contemplated by the Top Aces
Stalking Horse Agreement or any other transaction under the Top Aces Stalking
Horse Agreement or any superior bid pursuant to the process set out herein;

(bbbb) “Transactions’” means the Top Aces Transaction, Great Slave Transaction, Air
Tindi Transaction and/or Discovery Mining Transaction.
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SCHEDULE “B”

Acknowledgement of the Sale and Solicitation Process

TO: Discovery Air Inc.

AND TO: KSV Kofman Inc. in its capacity as monitor in the CCAA proceedings of
Discovery Air Inc.

RE: Sale and Salicitation Process in respect of the following Transaction(s) [check all that

apply]:

|

O

|

O

Top Aces Transaction
Great Slave Transaction
Air Tindi Transaction

Discovery Mining Transaction

The undersigned hereby acknowledges receipt of the sale and solicitation process approved
by the Order of the Honourable Justice Hainey of the Ontario Superior Court of Justice
(Commercial List) dated April 4, 2018 (the“ SSP”) and that compliance with the terms and
provisions of the SSP is required in order to participate in the SSP and for any Fina Bid
(as defined in the SSP) to be considered by the Monitor.

This day of , 2018.

[Insert Interested Party name]

Per:

Email Address:
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SCHEDULE “C” —ADDRESSES FOR NOTICES

KSV Kofman Inc.

Court-Appointed Monitor in Discovery Air Inc.’s CCAA proceedings

150 King Street West
Suite 2308, Box 42
Toronto ON MB5H 1J9

Attention: Bobby Kofman & David Sieradzki

Email; bkof man@ksvadvisory.com/ dsieradzki @ksvadvisory.com

-with copiesto-

Goldman Sloan Nash & Haber LLP
Lawyersfor the Debtor

1600-480 University Avenue
Toronto, ON M5G 1V2

Attention: Mario Forte and Jennifer Stam

Email: forte@gsnh.com/ stam@gsnh.com

GoodmansLLP
Lawyersfor the Monitor
Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto ON M5H 2S7

Attention: L. Joseph Latham and Bradley Wiffen

Email: jlatham@goodmans.ca/ bwiffen@goodmans.ca
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SCHEDULE “D” - AUCTION PROCEDURES

TheAuctions, if any, shall be conducted by the Monitor, at the offices of Goodmans
LLP, 333 Bay Street, Suite 3400, Toronto, ON, M5H 2S7 or such other location as
the Monitor may choose in advance of the commencement of an Auction (the
“Auction Location”) commencing at 10:00 am. (Toronto time) on the following
dates:

e TopAcesSSP: May 21, 2018
e Northern SSP: June 14, 2018

No later than 24 hours prior to the scheduled date of the Auction, the Monitor shall
communicate any change in the Auction Location from the offices of Goodmans
LLPto another location to all applicable Qualified Biddersinwriting (including by
e-mail) and post notice of such change in location at the offices of Goodmans LLP
and on the Monitor’s Website.

To the extent that the Monitor is to conduct multiple Auctions, it may choose to
conduct such Auctions concurrently or consecutively in itsdiscretion.  Any delay
or postponement of the commencement of an Auction shall be communicated in
accordance with paragraph 27 of the SSP.

Unless otherwise ordered by the Court or consented to in writing by the Monitor,
only the authorized representatives and professional advisors of the Monitor, the
Companies and the applicable Qualified Bidders (including, for certainty, the
applicable Stalking Horse Bidder) invited to an Auction shall be eligible to attend
an Auction and make any Subsequent Bid (as defined below) at an Auction.
Administrative personnel, including without limitation, a court reporter or similar
official, will aso attend an Auction at the invitation of the Monitor.

At an Auction, all applicable Qualified Bidders (including, for certainty, a Stalking
Horse Bidder) shall be permitted to increase their Qualified Bidsin accordancewith
the procedures set forth herein (each, a“ Subsequent Bid”).  All Subsequent Bids
presented during an Auction shall be made and received in one room on an open
basis. All Qualified Bidders participating in an Auction shall be entitled to be
present for all bidding with the understanding that the true identity of each
participating Qualified Bidder shall befully disclosed to al other Qualified Bidders
and that all material terms of each Subsequent Bid presented during an Auction will
be fully disclosed to al Qualified Bidders throughout an Auction.

In order to participate in an Auction and submit a Subsequent Bid(s), all Qualified
Bidders must have at |east one individual representative with authority to bind such
Qualified Bidder present in person at the Auction Location during the Auction.
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10.

11.

All proceedings at an Auction shall be transcribed by a person(s) designated by the
Monitor.

At least two (2) days prior to an Auction, the Monitor will advise all Qualified
Bidders for the applicable SSP which of the Qualified Bids (including a Stalking
Horse Agreement) the Monitor has determined in its reasonabl e business judgment,
after consultation with its advisors and the Companies, constitutes the superior
Qualified Bid (the “ Starting Bid”).

The Starting Bid will be deemed to be thefirst bid at the Auction and bidding at the
Auction will continue, in one or more rounds of bidding, so long as during each
round, at least one Subsequent Bid is submitted by a Qualified Bidder that, in the
reasonabl e business judgement of the Monitor (i) improves upon the then Leading
Bid (as herein defined) and (ii) meets the Overbid requirement.

The first round of bidding at an Auction in respect of the following processes and
transactions shall commence in increments to be established by the Monitor and
communicated to al Qualified Bidders no later than 2 days prior to the
commencement of the applicable Auction (each an “Overbid”). The Monitor in
its sole discretion shall be entitled to change the amount of the applicable Overbid
at the commencement of or in subsequent rounds of bidding at the Auction.

Credit Bids will be permitted at an Auction, provided that the validity of such
secured indebtedness has been confirmed by the Monitor in its sole satisfaction
prior to commencement of such Auction. Bidding shall continue until such time
as the superior bid in any Auction is determined by the Monitor, in its reasonable
business judgment, after consultation with its advisors. The Monitor, in its sole
discretion, shall have the right to modify the bidding increments at the
commencement of any round of the Auction. Insofar as a Subsequent Bid
(including any Subsequent Bid by a Stalking Horse Bidder) includes a Credit Bid
or the assumption of liabilities, the Monitor shall determine the value of the
consideration provided by such Subsequent Bid presented at the Auction, and in
making such determination shall take into account the amount and priority of any
Credit Bid and any liabilities to be assumed by a Qualified Bidder.

After the first round of bidding and between each subsequent round of bidding, the
Monitor shall announce the Subsequent Bid that the Monitor has determined in its
reasonabl e businessjudgment, after consultation with its advisors, to be the superior
bid (the“Leading Bid”). At the commencement of the Auction, the Starting Bid
shal be the Leading Bid. A round of bidding will conclude after each
participating Qualified Bidder has had an opportunity to submit a Subsequent Bid
with full knowledge of the Leading Bid.
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13.

14.

If no Qualified Bidder submits a Subsequent Bid (as determined by the Monitor)
after a period of 30 minutes following the Monitor’s acceptance of a Subsequent
Bid as the Leading Bid, and provided that the Monitor chooses not to adjourn the
subject Auction, the Leading Bid shall be the Accepted Bid, whereupon such
Auction will be concluded. The Monitor shall have the right, but not the
obligation, to extend the time period to submit a Subsequent Bid.

If an Auction is conducted, the Monitor shall determine, in its reasonable business
judgment after consultation with its advisors, the next best Qualified Bid after the
Accepted Bid (the “Backup Bid”). The Qualified Bidder that has submitted the
Backup Bid will be designated as the “Backup Bidder”. The Backup Bidder shall
be required to keep its last submitted Subsequent Bid, or if it has not made a
Subsequent Bid, its Qualified Bid (the “Backup Bid”) open and irrevocable until
the closing of the transaction with the Successful Bidder pursuant to the terms of
the SSP.

At or during an Auction, the Monitor, after consultation with its advisors, may
employ and announce additional procedural rulesthat are fair and reasonable under
the circumstances for conducting such Auction; provided, however, that such rules
are (@) not inconsistent with the SSP or these Auction Procedures, the CCAA, the
SSP Order, or any other order of the Court entered in connection with the SSP or
Auction Procedures and (b) disclosed to each Qualified Bidder at or during the
Auction.
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@ ksv aghdsory inc.

COURT FILE NO.: CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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 DISCOVERY AIR INC.

FOURTH REPORT OF KSV KOFMAN INC. AS MONITOR

June 15, 2018

1.0 Introduction

1. Pursuant to an order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) made on March 21, 2018 (the “Initial Order”), Discovery Air Inc. (the
“Company”) was granted protection under the Companies’ Creditors Arrangement
Act, R.S.C. 1985, c. C-36, as amended (the “CCAA”), and KSV Kofman Inc. was
appointed monitor (the “Monitor”). A copy of the Initial Order is attached as Appendix
“A”. Certain of the protections and authorizations under the Initial Order were
extended to Great Slave Helicopters Ltd. (“GSH"), Air Tindi Ltd. (“ATL"), Discovery
Mining Services Ltd. (“DMS”) and Discovery Air Technical Services Inc. as “Non-
Applicant Subsidiaries” pursuant to the Initial Order.

2. The principal purpose of these CCAA proceedings is to conduct a sale solicitation
process (“SSP”) for the Company’s:

a) shares of its wholly-owned operating subsidiaries, being GSH, ATL and DMS
(together, the “Northern Businesses”);

b)  9.7% interest (the “TA Interest”) in Top Aces Holdings Inc. (“TA Holdings”),
through which it holds an interest in Top Aces Inc. (“Top Aces”) (formerly
Discovery Air Defence Services Inc.); and

c) other assets, including intercompany claims, causes of action and other claims
the Company may have against third parties, including shareholders, officers

and directors of the Company, the Northern Businesses, TA Holdings and Top
Aces.

1.1 Purposes of this Report

1.  The purposes of this report (“Report”) are to:

a) provide background information about the Company and these proceedings;
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b)  summarize the SSP carried out by the Monitor in accordance with a Court order
made on April 4, 2018 in these proceedings (the “SSP Approval Order”);

c) summarize the terms of the following “stalking horse” asset purchase
agreements (the “APAs”) submitted by affiliates of Clairvest Group Inc.
(“Clairvest”) (together, the “Transactions”):

i.  an Asset Purchase Agreement dated as of March 21, 2018 (the “Top Aces
APA") among the Company and CEP IV Co-Investment Limited
Partnership, Clairvest Equity Partners IV Limited Partnership, Clairvest
Equity Partnership IV-A Limited Partnership, DA Holdings Limited
Partnership and G. John Krediet (collectively, the “Top Aces Buyer”)
pursuant to which the Top Aces Buyer has agreed to purchase the TA
Interest and certain other assets owned by the Company (together with the
TA Interest, the “Top Aces Property”) and assume certain liabilities related
to the Top Aces business;

ii. three separate Asset Purchase Agreements dated as of March 21, 2018
between the Company and 10671541 Canada Inc. (the “Northern Business
Buyer”), an entity incorporated by Clairvest, whereby the Northern
Business Buyer has agreed to purchase:

e the Company’s issued and outstanding shares in the capital of GSH
(the “GSH Shares”), the intercompany debt owing from GSH to the
Company and certain assets owned by the Company but used solely
in connection with the GSH business (together with the GSH Shares,
the “GSH Property”) and to assume certain liabilities related to the GSH
business (such Asset Purchase Agreement being the “GSH APA");

e the Company’sissued and outstanding shares in the capital of ATL (the
“ATL Shares”), the intercompany debt owing from ATL to the Company
and certain assets owned by the Company but used solely in
connection with the ATL business (together with the ATL Shares, the
“ATL Property”) and to assume certain liabilities related to the ATL
business (such Asset Purchase Agreement being the “ATL APA”); and

o the Company’s issued and outstanding shares in the capital of DMS
(the “DMS Shares”) and certain assets owned by the Company but
used solely in connection with the DMS business (together with the
DMS Shares, the “DMS Property”) and to assume certain liabilities
related to the DMS business (such Asset Purchase Agreement being
the “DMS APA");

d) set out the basis for recommending approval of the Transactions by this Court;

e) setoutthe Monitor’s basis for its support of the Company’s request that the stay
of proceedings be extended from June 29, 2018 to July 31, 2018;
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f) detail the Monitor’s activities since April 11, 2018, the date to which its reports
and activities were previously approved,;

g) detail the fees and disbursements of the Monitor and its counsel, Goodmans
LLP (“Goodmans”), from the commencement of these proceedings to May 31,
2018, and seek approval of same; and

h)  Recommend that this Honourable Court make an order*:

o approving each of the Top Aces APA, the ATL APA, the GSH APA and
the DMS APA and the Transactions contemplated therein;

o authorizing the Company to enter into any other ancillary documents and
agreements required to complete the Transactions;

o vesting in the Top Aces Buyer and the Northern Business Buyer, as
applicable, the Company’s right, title and interest in and to the applicable
Purchased Assets, free and clear of all liens, charges, security interests
and encumbrances, other than the Permitted Encumbrances;

o extending the stay of proceedings from June 29, 2018 to July 31, 2018;
o approving the fees and disbursements of the Monitor and Goodmans; and

o approving the Monitor’s third report to Court dated April 24, 2018 (the
“Third Report”), this Report and the activities described herein.

1.2 Restrictions

1. In preparing this Report, the Monitor has relied upon the Company’'s books and
records and discussions with the Company’s management. The Monitor has not
audited, reviewed or otherwise verified the accuracy or completeness of the
information in a manner that would comply with Generally Accepted Assurance
Standards pursuant to the Chartered Professional Accountants of Canada Handbook.

2. An examination of the Cash Flow Forecast (as defined below) as outlined in the
Chartered Professional Accountant Canada Handbook has not been performed.
Future oriented financial information relied upon in this Report is based upon the
Company’s assumptions regarding future events; actual results achieved may vary
from this information and these variations may be material. The Monitor expresses
no opinion or other form of assurance on whether the Cash Flow Forecast will be
achieved.

1 Terms not defined in this section have the meanings provided to them in the APAs.
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1.3 Currency

1.  All currency references in this Report are to Canadian dollars.

2.0 Background

1. The Company is a holding company that provides management services to the
Northern Businesses and Top Aces, including strategy, corporate finance,
accounting, legal, insurance, human resources and information technology. The
Company was founded in 2004 and is headquartered in Toronto, Ontario. Throughout
this Report, the Company, Top Aces and the Northern Businesses are collectively
referred to as the “Group”.

2. The Group provides specialty aviation and logistics support services across Canada
and in select locations internationally, including the US, Bolivia and Chile. The
Group’s condensed corporate chart, including the Company’s residual interest in TA
Holdings, is provided below?.

Discovery Air Inc.

9.7% 100% 100% 100% 100%
v v v v v
Top Aces Holdings Inc. Great Slave Air Tindi Ltd. Discovery Mining Discovery Air
Helicopters Ltd. Services Ltd. Technical Services Inc.
100%
\ 4
Top Aces Inc.

3.  Clairvest is the Company’s 95.5% shareholder. The remaining shares are owned by
past and present management of the Company. Clairvestis also the Company’s most
significant secured creditor. As at May 31, 2018, the Company’s obligations owing to
Clairvest under its secured debentures totalled approximately $75.1 million, which
continues to accrue interest and costs. Clairvest is also providing DIP financing to the
Company pursuant to a DIP term sheet dated March 21, 2018, as amended (the “DIP
Facility”), which was approved in the Initial Order and the amendments to which were
approved by order dated April 26, 2018. As at the date of this Report, the Company
has drawn approximately $12.7 million of the $15 million available under the DIP
Facility.

2 Discovery Air Technical Services Inc. is an inactive corporation — substantially all of its assets were sold in January
2016. Itis a non-applicant in these proceedings as it is a guarantor of certain of the Company’s secured obligations
and is the tenant on the lease for the Company’s head office.
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4.  The affidavit of Paul Bernards, the Company's Chief Financial Officer, sworn
March 21, 2018, was filed with the Court in support of the Company’s application for
CCAA protection and provides, inter alia, details regarding the Company’'s
background, including the reasons for the commencement of these proceedings.
Mr. Bernards has also sworn an affidavit dated June 15, 2018 in support of the
Company’s motion for approval of the Transactions.

5. Further information regarding these proceedings and the Group’s background is
provided in the Monitor’s reports filed earlier in these proceedings, copies of which
are available on its website at www.ksvadvisory.com/insolvency-cases/discovery-air.
All other Court materials filed in these proceedings can also be found on the Monitor’s
website.

3.0 SSP

1.  The focus from the outset of these proceedings has been to carry out the SSP while,
concurrently, providing a stabilized environment for the Company and the Northern
Businesses to maintain normal course operations. The SSP Approval Order was
made on April 4, 2018, a copy of which is attached as Appendix “B”.

2. An overview of the SSP is as follows:

a) Immediately following the issuance of the SSP Approval Order, the Company
issued a press release announcing the SSP, a copy of which is attached as
Appendix “C”;

b)  The Monitor prepared an interest solicitation letter (i.e. a teaser) for Top Aces
that was sent to 29 potential financial buyers. The Monitor’s rationale for limiting
its marketing efforts to financial buyers was set out in its First Report to Court
dated March 29, 2018 (the “First Report”) and is discussed in Section 3.1 below;

c) The Monitor prepared an interest solicitation letter for the Northern Businesses
that was sent to 144 parties who might be interested in an acquisition of one or
more of the Northern Businesses, including parties that had contacted the
Monitor on an unsolicited basis following its appointment;

d) The Monitor, with the Company's assistance, prepared a confidential
information memorandum (“CIM”) for each of Top Aces, GSH, ATL and DMS;

e) Attached to the solicitation letters was a confidentiality agreement (the “CA”)
and a SSP acknowledgment (the “Acknowledgment”) that interested parties
were required to sign in order to obtain access to the applicable CIM and online
data room set up by the Monitor;

f) Following execution of the CA and the Acknowledgement, prospective
purchasers were provided with the applicable CIM(s) and were granted access
to the applicable data room(s) so they could perform diligence;
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g) Over the course of the SSP, the Monitor facilitated diligence requests from a
number of interested parties, including by working with management to update
the data rooms with current financial and other information, as required;

h) Each data room included an electronic version of the applicable APA.
Prospective purchasers were requested to submit offers in the form of the
applicable APA together with a blacklined version of their offer against the
applicable stalking horse APA;

i) Under the SSP Approval Order, offers for the Top Aces Property were required
to be submitted to the Monitor by 5:00 pm (Eastern time) on May 21, 2018;

)] Under the SSP Approval Order, offers for the Northern Businesses were
required to be submitted to the Monitor by 5:00 pm (Eastern time) on June 4,
2018; and

k) Bidders were required to provide a cash deposit equal to 15% of their proposed
purchase price.

3. The acquisition opportunities were also exposed to the market through an article
published in Skies Magazine on April 11, 2018. The Monitor understands that Skies
Magazine is a leading publication in the aviation industry. A copy of the article is
attached as Appendix “D".

4.  As set out in the First Report, in order to protect the integrity of the SSP, the Initial
Order and the SSP Approval Order authorized the Monitor to conduct the SSP. This
was necessary given Clairvest's many connections to the Company, including: it has
several representatives on the Company’s Board, it is the Group’s most significant
financial stakeholder, entities related to it are providing DIP financing for these
proceedings and other entities related to it are the stalking horse bidders in the SSP.
In this regard, the Monitor sent a letter to each member of the Company’s senior
management team reminding them of their confidentiality obligations regarding
Clairvest in connection with the SSP. A copy of the Monitor’s letter to the Company’s
senior management team is attached as Appendix “E”.

3.1 Top Aces Buyer List

1. As setoutin the First Report, the Company owns approximately 9.7% of the shares
of TA Holdings (which is defined above as the TA Interest). The remaining 90.3% of
the TA Holdings shares are owned by Clairvest (64.75%) and a group of institutional
financial investors led by JP Morgan Asset Management (25.55%). The TA Interest
is subject to a shareholder agreement that restricts certain rights of minority
shareholders, including that the minority shareholder will not be entitled to any board
representation and will have restricted liquidity rights. Given the small size of the TA
Interest, the Monitor was of the view that the most likely buyers for the TA Interest
would be financial buyers.
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2. Prior to these proceedings, management of Top Aces communicated to KSV, as the
prospective  CCAA monitor, concerns about the dissemination of confidential
information concerning the TA business®. Top Aces management communicated that
if strategic buyers gained access to non-public information in respect of Top Aces,
such information could be used against Top Aces, which would be adverse to its
competitiveness and long term viability. The same is also true if any of Top Aces’
competitors acquired the TA Interest. Accordingly, the Monitor was of the view that it
would be appropriate to limit the marketing of the Top Aces Property to financial
buyers. The Court-approved SSP provides that the Monitor will only approach
financial buyers for the Top Aces Property.

3.2 SSP Results — Top Aces Property
1. A summary of the SSP results is as follows:
a) The Monitor contacted twenty-nine (29) financial parties in respect of the Top
Aces opportunity. One party signed a CA for Top Aces and performed diligence.
Feedback received from the parties contacted included the following:

o the TA Interest represents a small minority interest in Top Aces; and

o parties were unwilling to make an offer that would be competitive with the
value of the Top Aces APA.

b)  Accordingly, no qualified bids were received for the TA Interest. On May 22,
2018, the offer submitted by the Top Aces Buyer was accepted, subject to Court
approval. A copy of the Monitor’s bid acceptance letter is attached as Appendix
HFH.
3.3 SSP Results — Northern Businesses

1. A summary of the SSP results for the Northern Businesses is as follows:

a) Of the 144 strategic and financial parties approached by the Monitor, thirty-six
(36) parties signed CAs for the Northern Businesses, as detailed below:

ATL | GSH | DMS Total
Signed CAs 11 16 9 36

b)  One offer was submitted in the SSP for the Northern Businesses. The offer was
not a qualifying offer and, accordingly, no auction was conducted.

C) Feedback received from the parties that performed diligence on the Northern
Business opportunity included:

o they were unwilling to make an offer that would be competitive with the
Northern Business APAs;

3 Top Aces is a supplier of contracted airborne training services to the Department of National Defense, the Canadian
Armed Forces and other militaries around the world pursuant to exclusive, long term contracts.
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o parties were not interested in en-bloc going-concern bids for the Northern
Businesses. Rather, they were interested in portions of the Northern
Businesses and/or certain of their assets; and

o parties were concerned with the post-closing funding requirements of
certain of the Northern Businesses.

d) On June 5, 2018, the offers submitted by the Northern Business Buyer were

accepted by the Monitor, subject to Court approval. A copy of the Monitor’s bid
acceptance letter is attached as Appendix “G”.

4.0 Transactions
4.1 Top Aces APA*

1. The key terms and conditions of the Top Aces APA include the following:

a) Purchaser: Top Aces Buyer

b)  Purchase Price (in the form of a credit bid): $20.825 million (being the amount
of the Clairvest Credit Bid Amount) plus the Assumed Liabilities. The purchase
price is to be satisfied first by extinguishing the Company’s indebtedness owing
under the DIP Facility, with the balance by extinguishing a portion of Clairvest’s
pre-filing secured debt.

C) Purchased Assets: the Company’s right, title and interest in, to and under the
Top Aces Property, including:

i the TA Shares;

ii. the assets, property and undertaking owned by the Company and used
solely in connection with the business of Top Aces;

iii. all original books and records of Top Aces or otherwise relating to the Top
Aces Business;

iv. each of the Contracts relating to the business carried on by Top Aces as
set out in Schedule 2.1(b) of the Top Aces APA (the “Top Aces Assigned
Contracts”);

V. any and all debts, liabilities, obligations, causes of action and other claims
that the Company may have against TA Holdings, Top Aces or any other
Person, including without limitation the officers and directors of the
Company, TA Holdings or Top Aces;

Vi. any other property, assets and undertaking of the Company related to the
Top Aces business as specifically identified by the Top Aces Buyer on or
before Closing; and

4 Terms not defined in this section have the meanings provided to them in the Top Aces APA or the SSP.
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Vii. the Residual Assets, being all other assets of the Company not being
acquired by the Northern Business Buyer pursuant to the APAs for the
Northern Businesses other than the Company’s equity interest in any of
its inactive subsidiaries and any other assets the Top Aces Buyer
identifies in writing as an excluded asset.

d) Assumed Liabilities: all liabilities and obligations owing by the Company under
or in respect of the Top Aces Assigned Contracts (other than post-filing costs to
be paid by the Company) and all liabilities and obligations arising from, or in
relation to, the Permitted Encumbrances.

e) Termination: the agreement may be terminated by either party if the Top Aces
Buyer is not selected as the Successful Bidder on the earlier of: (i) 30 days after
the Bid Deadline (the bid deadline was May 21, 2018); and (ii) Court approval
of the Accepted Bid. As noted above, the Top Aces Buyer was declared the
Successful Bidder on May 22, 2018.

f) Approvals and Consents: other than Court Approval and any consent required
in connection with the assignment of any Top Aces Assigned Contracts or any
Purchased Assets, no authorization, consent or approval of, or filing with or
notice to any Governmental Authority or any other Person is required in
connection with the execution, delivery or performance of the Top Aces APA.

g) Transition Services: to the extent necessary, the Company shall provide the Top
Aces Buyer with transition services (the “Top Aces Transition Services”) relating
to: (i) record keeping, financial, tax and other reporting obligations and other
general administrative services; and (ii) shared Contracts, services and assets
both among the Company, TA Holdings and Top Aces, and among the
Company, TA Holdings, Top Aces and one or more of the Northern Businesses,
or between or among any combination of the foregoing parties. The Top Aces
Buyer may require one or more agreements in respect of the Top Aces
Transition Services.

At this time, it does not appear that any Transition Services agreement will be
required.

h)  Conditions Precedent: the agreement is consistent with standard insolvency
transactions, i.e. to be completed on an “as is, where is” basis with minimal
representations, warranties and conditions. The conditions include that:

i. the SSP Approval Order shall have been issued and entered on or before
April 4, 2018, or such later date as the Company and the Top Aces Buyer
agree in writing. This condition was satisfied on April 4, 2018;

ii. the Approval and Vesting Order shall have been issued and entered on or
before June 14, 2018, or such later date as the Company and the Top
Aces Buyer agree in writing. In this regard, the Top Aces Buyer has
agreed to extend this date to the return of this motion, being June 22,
2018;
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iil. the Top Aces Buyer shall sign, and be bound by the terms of all
shareholders’ agreements in respect of TA Holdings and Top Aces; and

iv. there shall not have been a Material Adverse Change.

2.  The SSP Approval Order provides that the sale and/or vesting of any property, assets
or undertaking of the Company, including the Top Aces Property, is subject to Court
approval following completion of the SSP. A copy of the Top Aces APA is attached
to the Affidavit of Paul Bernards sworn June 15, 2018.

4.2 Northern Business APAs®

1. The structure, terms and conditions of the three Northern Business APAs are virtually
identical. They are summarized in the table below.

Term GSH ATL DMS
Purchaser Northern Business Buyer
Purchased The GSH Property The ATL Property The DMS Property
Assets
Purchase $12.381 million plus the | $19.765 million plus the | $5 million  plus the
Price Assumed Liabilities. Assumed Liabilities. Assumed Liabilities.

Satisfaction The Purchase Price shall be satisfied on closing by: (i) the assumption of liabilities
of Purchase | and obligations under the Clairvest Convertible Debentures equal to the Clairvest
Price Convertible Debentures Indebtedness Assumption Amount; and (ii) the assumption
and/or satisfaction of the Assumed Liabilities®.

Following the assumption by the Northern Business Buyer of the Clairvest Convertible
Debentures, Clairvest has agreed that it will not pursue its claims against the
Company under the Clairvest Convertible Debentures (but will preserve its claims
against the guarantors).

Assumed The Northern Business Buyer will assume all contracts relevant to the respective
Liabilities Northern Businesses and/or address the obligations owing to each of their lenders on
terms acceptable to those lenders, including:

a) all liabilities and obligations under or in respect of the GSH/ATL/DMS Assigned
Contracts (other than post-filing costs to be paid by the Company);

b) liabilities and obligations under the Clairvest Convertible Debentures and the DIP
Facility;

c) all liabilities and obligations in respect of the Amended and Restated Credit
Agreement dated May 26, 2015 among, inter alia, the Company, the Canadian
Imperial Bank of Commerce (“CIBC”") and GSH/ATL/DMS, as guarantors;

d) all liabilities and obligations in respect of an Aircraft Loan Agreement, dated as of
January 31, 2014, as amended, and an Aircraft Loan Agreement, dated as of
March 31, 2014, each among, inter alia, the Company, Element Financial
Corporation and GSH/ATL/DMS, as guarantors;

5 Terms not defined in this section have the meanings provided to them in the Northern Business APAs or the SSP.
6 The allocation of these amounts will be determined on or before closing but does not affect the purchase price.
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Term GSH ATL DMS

e) all liabilities and obligations in respect of an Aircraft Loan Agreement, dated as of
March 26, 2012, as amended, among, inter alia, the Company, Roynat Inc., ATL,
GSH and DMS;

f) all liabilities and obligations arising from, or in relation to, intercompany
transactions between the Company and each of GSH, ATL and DMS,
respectively; and

g) all liabilities and obligations arising from, or in relation to, the Permitted

Encumbrances.
Approvals No authorization, consent, approval of or filing with or notice to any Governmental
and Authority or any other Person is required, except for:
Consents
a) Court Approval;
b) any consent required in connection with the assignment of the Assigned
Contracts or any Purchased Assets (whether obtained by Court Order or
otherwise); and
c) any consent or approval in respect of any change of control provisions in
Contracts (whether obtained by Court Order or otherwise).
Transition The Company’ shall, if necessary, provide Transition Services relating to:
Services

a) record keeping, financial, tax and other reporting obligations and other general
administrative services as reasonably requested by the Northern Business Buyer;
and

b) shared Contracts, services and assets both between the Company and the
respective Non-Applicant Subsidiary and among the Company, the respective
Non-Applicant Subsidiary and one or more of the Company’s other Northern
Businesses, or between or among any combination of the foregoing parties.

The Northern Business Buyer may require the Company to enter into one or more
agreements in respect of Transition Services.

At this time, it does not appear that any Transition Services agreement will be
required.

Termination Each purchase agreement may be terminated if the Northern Business Buyer is not
the Successful Bidder, by either party upon the earlier of:

a) thirty (30) days after the Bid Deadline (June 4, 2018); and
b) approval of the Court of the Accepted Bid.

Conditions The agreements are consistent with standard insolvency transactions, i.e. to be
Precedent completed on an “as is, where is” basis with minimal representations, warranties
and/or conditions. Conditions include that:

a) the SSP Approval Order shall have been issued and entered on or before April 4,
2018, or on or before such later date as the Company and the Northern Business
Buyer agree. This condition was satisfied on April 4, 2018;

b) the Approval and Vesting Order shall have been issued and entered on or before
June 28, 2018;

c) the Northern Business Buyer shall sign, and be bound by, the terms of all
shareholders’ agreements in respect of the applicable Non-Applicant Subsidiary;
and

7 Some of these services may be provided by Top Aces.
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Term GSH ATL DMS

d) there shall not have been a Material Adverse Change, as defined in the Stalking
Horse Agreements.

Other

a) Each Northern Stalking Horse Agreement is an independent offer and,
accordingly, is not conditional on acceptance of any of the other bids being the
Successful Bid in the SSP for GSH, ATL, DMS and/or Top Aces.

Copies of the Northern Business APAs are attached to the Affidavit of Paul Bernards
sworn June 15, 2018.

4.3 Recommendation

1.  The Monitor believes the Transactions are appropriate for the following reasons:

a)

b)

c)

d)

f)

g9)

h)

the SSP was carried out in accordance with the SSP Approval Order;

in the Monitor's view, the SSP was commercially reasonable, including
timelines, breadth of marketing process and information made available to
interested parties, including information in the data rooms;

the duration of the SSP (roughly two months) was sufficient to allow interested
parties to perform diligence and submit offers. In addition, none of the parties
the Monitor contacted expressed any concern or made any requests to extend
the SSP timelines;

no other qualifying offers were received for the TA Interest or for the Northern
Businesses and, accordingly, the stalking horse APAs were the best offers
received in the process;

the Transactions were extensively negotiated prior to these proceedings with a
view to maximizing the value of the Company’s business and assets;

the value of the Northern Business APAs materially exceeds the liquidation
value of the respective Northern Businesses given that, inter alia, they are
structured as share deals that provide for the assumption of all liabilities of the
Northern Businesses, including secured, unsecured, contingent or otherwise?;

the SSP provided all prospective bidders with the opportunity to submit offers
for the shares of the Northern Businesses (as contemplated by the APAS) or
their assets;

all interested parties were permitted to submit offers for any or all of the Northern
Businesses;

employment in Northern Canada will be preserved;

¢ This consideration is not relevant to the sale of the TA Property, given it is a minority interest in Top Aces.

ksv advisory inc.

Page 12 of 16



450

) Clairvest, as DIP lender and principal secured creditor, has consented to the
Transactions;

k)  CIBC has advised that it is not opposed to the requested relief and the other
secured creditors will be served with the Company’s motion record; and

)] the Monitor does not believe that further time spent marketing the Company’s
business and assets will result in superior transactions. Moreover, Clairvest, as
DIP lender, is not prepared to continue to fund the sale process beyond the
current timelines contemplated in the SSP and each of the Top Aces APA, the
GSH APA, the ATL APA and the DMS APA contemplate Court approval in June,
2018, and a closing date on or before July 31, 2018.

2. Based on the foregoing, the Monitor recommends that this Honourable Court approve
the Transactions.

4.4 Anticipated Timeline to Closing

1. The“Outside Date” in each of the Top Aces APA, ATL APA, GSH APA and DMS APA
is July 31, 2018. The Monitor understands that the Company, the Top Aces Buyer
and the Northern Business Buyer are working diligently to close the Transactions prior
to that date.

2. At this time, the Monitor understands that Court approval is the final significant
condition precedent to the Transactions.

5.0 Funding of these Proceedings

1. The maximum amount available under the DIP Facility is $15 million, which was
increased from $12.6 million pursuant to a Court order made on April 26, 2018. As at
the date of this Report, approximately $12.7 million was outstanding under the DIP
Facility.

2. As at the date of this Report, the Company’s borrowings under the DIP Facility were
less than projected in its most recent cash flow projection filed with the Court on April
24,2018 (the “Cash Flow Forecast”), which reflected projected borrowings as at June
10, 2018 to be approximately $13.6 million.

3.  The Company previously filed with the Court a cash flow forecast for the period ending
July 31, 2018 (the “Cash Flow Forecast”), being the proposed stay extension date. A
copy of the Cash Flow Forecast is attached as Appendix “H".

4.  The Cash Flow Forecast reflects, inter alia, that there is projected to be sufficient
funding available for the Company and the Northern Businesses to operate in the
normal course through the proposed stay extension period without a further draw on
the DIP Facility. Given that the DIP Facility will expire on the closing of the Top Aces
Transaction, the Company is considering making a final draw under the DIP Facility
to provide additional liquidity through to closing of the Northern Business
Transactions.
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5. Based on the Monitor’s review of the Cash Flow Forecast, the cash flow assumptions
continue to appear reasonable.

6.0 Stay Extension

1. The Monitor supports the Company’'s request for an extension of the stay of
proceedings from June 29, 2018 to July 31, 2018 for the following reasons:

a) the Company is acting in good faith and with due diligence;

b)  the extension will provide the opportunity to complete the Transactions;

c) the Cash Flow Forecast reflects that the Company and the Northern Businesses
are projected to have sufficient funding to continue to operate in the normal

course through the proposed stay extension period;

d) Clairvest, being the principal economic stakeholder and DIP lender in these
proceedings, supports the stay extension;

e) CIBC's counsel has advised that CIBC does not oppose the extension;
f) the other secured creditors will be served with the Company’s motion record
and will have the opportunity to advise of any objections that they may have;

and

g) no creditor will be materially prejudiced if the extension is granted.

7.0 Anticipated Next Steps in these Proceedings

1.  Subject to Court approval of the Transactions and the proposed stay extension, it is
expected that the Company’s next steps in these proceedings will be to:

a) work with the Top Aces Buyer and the Northern Business Buyer to close the
Transactions;

b)  deal with any sundry post-closing or other issues, including transitional matters
(if any); and

c) bring a final motion to terminate these CCAA proceedings.

8.0 Overview of the Monitor’s Activities

1. The Monitor’'s Pre-Filing Report dated March 21, 2018, First Report dated March 29,
2018, Supplement to the First Report dated April 3, 2018 and Second Report to Court
dated April 11, 2018, and its activities described therein, were all approved pursuant
to a Court order made on April 18, 2018.
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2. The Monitor is presently seeking approval of this Report and its Third Report, a copy
of which is attached as Appendix “I”, without appendices. Since April 18, 2018, the
Monitor’s activities have included the following:

a) carrying out the SSP in accordance with the SSP Approval Order, including
drafting teasers and confidential information memoranda, reviewing information
to be posted in the data rooms, populating the data rooms, contacting and
engaging in discussions with prospective purchasers, negotiating CAs and
facilitating diligence performed by prospective purchasers;

b)  working with the Company on cash management matters, including submitting
drawdown certificates and preparing weekly variance analyses, as required
under the DIP Facility;

c) corresponding with the Company and Clairvest, in its capacity as DIP lender,
regarding weekly variance analyses and other cash management issues;

d) reviewing weekly cash flow analyses and reports prepared by the Company and
discussing same with management and Clairvest, in its capacity as DIP lender;

e) reviewing monthly borrowing base certificates prepared by the Company;

f) assisting in the discussions and financial analyses required to settle the First
Amendment to the DIP Facility, including assisting the Company to prepare the
cash flow forecast on which the amendment was based;

g) corresponding with the Company and legal counsel in connection with the
Company’s dealings with the Ontario Securities Commission (“OSC”) on the
form of a Court order made on April 20, 2018 and a Cease Trade Order issued
by the OSC on May 7, 2018;

h)  corresponding with the Company and its counsel regarding an audit on the
Company’s payroll and HST accounts;

i) reviewing and commenting on all draft Court materials filed for the motion to
approve the amendment to the DIP Facility and this motion;

) drafting the Third Report and this Report;
k)  corresponding with the Company regarding the sale of four aircraft completed
over the course of these proceedings with the consent of the Company’'s

secured lenders;

)] responding to enquiries received from the Company’s unsecured debenture
holders and other stakeholders; and

m) assisting the Company and the Northern Businesses to deal with their
respective stakeholders in connection with these proceedings.
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9.0 Professional Fees

1.  The Monitor's fees and disbursements (excluding HST) from March 21, 2018, being
the commencement of these proceedings, until May 31, 2018, and those of its legal
counsel, Goodmans, for the same period, total approximately $392,000 and
$204,000, respectively. The fees of the Monitor and Goodmans also include activities
prior to the date of the Initial Order in connection with preparing for these CCAA
proceedings.

2. The detailed invoices in respect of the fees and disbursements of the Monitor and
Goodmans are provided in appendices to the affidavits filed by KSV and Goodmans
in the accompanying motion materials.

3. The average hourly rates for KSV and Goodmans for the referenced billing periods
were $493.23 and $641.96, respectively.

4.  The Monitor is of the view that the hourly rates charged by Goodmans are consistent
with the rates charged by corporate law firms practicing in the area of corporate
insolvency and restructuring in the Toronto market, and that the fees charged are
reasonable and appropriate in the circumstances.

10.0Conclusion and Recommendation

1. Based on the foregoing, the Monitor respectfully recommends that this Honourable
Court make an order granting the relief detailed in Section 1.1(1)(h) of this Report.

* * *

All of which is respectfully submitted,

KSV KOFMAN INC.

IN ITS CAPACITY AS MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY
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SERVICE AND DEFINED TERMS

L. THIS COURT ORDERS that the time for service of the Notice of Application and the
Application Record is hereby abridged and validated so that this Application is properly

returnable today and hereby dispenses with further service thereof.
APPLICATION

2. THIS COURT ORDERS AND DECLARES that the Applicant is a company to which
the CCAA applies. Although not Applicants, the Non-Applicant Subsidiaries shall enjoy certain

benefits of the protections and authorizations provided by this Order, as set out herein.
PLAN OF ARRANGEMENT

3. THIS COURT ORDERS that the Applicant shall have the authority to file and may,
subject to further order of this Court, file with this Court a plan of compromise or arrangement

(heréinafter referred to as the “Plan”).
POSSESSION OF PROPERTY AND OPERATIONS

4. | THIS COURT ORDERS that the Applicant shall remain in possession and control of its
current and future assets, undertakings and properties of every nature and kind whatsoever, and
wherever situate including all proceeds thereof (the “Property”). Subject to further Order of this
Court, the Applicant shall continue to carry on business in a manner consistent with the
preservation of its business (the “Business™) and Property. The Applicant is authorized and
empowered to continue to retain and employ the employees, consultants, agents, experts,
accountants, counsel and such other persons (collectively “Assistants”) currently retained or
employed by it, with liberty to retain such further Assistants as it deems reasonably necessary or

desirable in the ordinary course of business or for the carrying out of the terms of this Order.

5. THIS COURT ORDERS that the Applicant shall be entitled to continue to utilize the
central cash management system including, subject to the Definitive Documents (as hereinafter
defined), the operating facility with Canadian Imperial Bank of Commerce (“CIBC”) and
borrowings that may be made under that facility as well as the cash pooling arrangements

currently in place as described in the Bernards Affidavit or replace it with another substantially
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similar central cash management system (the “Cash Management System™) and that any
present or future bank providing the Cash Management System shall not be under any obligation
whatsoever to inquire into the propriety, validity or legality of any transfer, payment, collection
or other action taken under the Cash Management System, or as to the use or application by the
Discovery Air Group of funds transferred, paid, collected or otherwise dealt with in the Cash
Management System, shall be entitled to provide the Cash Management System without any
liability in respect thereof to any Person (as hereinafter defined) other than the Discovery Air
Group, pursuant to the terms of the documentation applicable to the Cash Management System,
and shall be, in its capacity as provider of the Cash Management System (and, in particular, in its
capacity as the operating facility lender), an unaffected creditor under the Plan or any proposal
filed by the Applicant under the Bankruptcy and Insolvency Act R.S.C. 1985 c. B-3, as amended
(“BIA”) with regard to any claims or expenses it may suffer or incur in connection with the
provision of the Cash Management System. For greater certainty, any security held by CIBC in
conngction with the foregoing shall continue to retain its priority in respect of any usage or

borrowings made from and after the date of this Order.

6. THIS COURT ORDERS that, subject to the terms of the Definitive Documents, the
Applicant shall be entitled but not required to pay the following expenses whether incurred prior

to or after this Order:

(a) all outstanding and future wages, salaries, employee and pension benefits, vacation
pay and expenses payable on or after the date of this Order, in each case incurred in
the ordinary course of business and consistent with existing compensation policies

and arrangements; and

(b) the fees and disbursements of any Assistants retained or employed by the Applicant

in respect of these proceedings, at their standard rates and charges.

7. . THIS COURT ORDERS that, subject to the terms of the Definitive Documents, except
as otherwise provided to the contrary herein, the Applicant shall be entitled but not required to
pay all reasonable expenses incurred by the Applicant in carrying on the Business in the ordinary
course, prior to, on or after this Order, and in carrying out the provisions of this Order, which

expenses shall include, without limitation:



(a)

(®)

8.
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all expenses and capital expenditures reasonably necessary for the preservation of the
Property or the Business including, without limitation, payments on account of
insurance (including directors and officers insurance), maintenance and security

services; and

payment for goods or services actually supplied to the Applicant following the date of
this Order.

THIS COURT ORDERS that, subject to the terms of the Definitive Documents, the

Applicant shall remit, in accordance with legal requirements, or pay:

(a)

(b)

©

9.

any statutory deemed trust amounts in favour of the Crown in right of Canada or of
any Province thereof or any other taxation authority which are required to be
deducted from employees' wages, including, without limitation, amounts in respect of

(i) employment insurance, (i) Canada Pension Plan, (iii) Quebec Pension Plan, and

" (iv) income taxes;

all goods and services or other applicable sales taxes (collectively, “Sales Taxes”)

required to be remitted by the Applicant in connection with the sale of goods and

services by the Applicant, but only where such Sales Taxes are accrued or collected
after the date of this Order, or where such Sales Taxes were accrued or collected prior
to the date of this Order but not required to be remitted until on or after the date of
this Order, and

any amount payable to the Crown in right of Canada or of any Province thereof or
any political subdivision thereof or any other taxation authority in respect of
municipal realty, municipal business or other taxes, assessments or levies of any
nature or kind which are entitled at law to be paid in priority to claims of secured

creditors and which are attributable to or in respect of the carrying on of the Business

' by the Applicant.

THIS COURT ORDERS that, subject to the terms of the Definitive Documents, until a

real property lease is disclaimed in accordance with the CCAA, the Applicant shall pay all

amounts constituting rent or payable as rent under real property leases (including, for greater

certainty, common area maintenance charges, utilities and realty taxes and any other amounts
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payable to the landlord under the lease) or as otherwise may be negotiated between the Applicant
and the landlord from time to time (“Rent”), for the period commencing from and including the
date of this Order, once a month on the first day of each month, in advance (but not in arrears).
On the date of the first of such payments, any Rent relating to the period commencing from and

including the date of this Order shall also be paid.

10. THIS COURT ORDERS that the Applicant shall be entitled but not obligated to
continue to make payments of interest at current rates in place as of the date of this Order (and,
for greater certainty, not at any default rate) owing to each of Roynat Inc. (“Roynat”) and ECN
Aviation Inc. (“ECN”) in connection with the secured credit facilities that it has with each such
lender and, in the case of Roynat, its regularly scheduled payment of principal on April 15, 2018
provided, for- greater certainty, that the maturity of the Roynat facility on such date is stayed as

set out herein (all as contemplated by the cash flow forecast attached to the Bernards Affidavit).

10A  THIS COURT ORDERS that the Applicant shall continue to make payments of interest
at current rates in place as of the date 6f this Order (and, for greater certainty, not at any default

rate) and other repayments of borrowings from time to time outstanding pursuant to the terms of
the operating facility with CIBC provided, for greater certainty, that the maturity of and the final
repayment of principal upon maturity or any acceleration under the CIBC facility is stayed as set

out herein.

11.  THIS COURT ORDERS that other than as set out in paragraphs 10 and 10A, and
except as may otherwise specifically be permitted herein, the Applicant is hereby directed, until
further Order of this Court: (a) to make no payments of principal, interest thereon or otherwise
on account of amounts owing by the Applicant to any of its creditors as of this date; (b) to grant
no security interests, trust, liens, charges or encumbrances upon or in respect of any of its
Property; and (c) to not grant credit or incur liabilities except in the ordinary course of the

Business.
RESTRUCTURING

12. THIS COURT ORDERS that the Applicant shall, subject to such requirements as are
imposed by the CCAA and such covenants as may be contained in the Definitive Documents,

have the right to:
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(a) permanently or temporarily cease, downsize or shut down any of its business or
operations, and to dispose of redundant or non-material assets not exceeding

$100,000 in any one transaction or $500,000 in the aggregate;

(b) terminate the employment of such of its employees or temporarily lay off such of its

employees as it deems appropriate;

(©) with the approval of the Monitor, enter into one or more agreements for the provision
of shared services with any or all of Top Aces Inc. and/or the Non-Applicant

Subsidiaries; and

(d) pursue all avenues of refinancing of its Business or Property, in whole or part, subject

to prior approval of this Court being obtained before any material refinancing,

all of the foregoing to permit the Applicant to proceed with an orderly restructuring of the

Business (the “Restructuring”).

13.  THIS COURT ORDERS that the Applicant shall provide each of the relevant landlords
with notice of the Applicant’ intention to remove any fixtures from any leased premises at least
seven (7) days pridr to the date of the intended removal. The relevant landlord shall be entitled
to have a representative present in the leased premises to observe such removal and, if the
landlord disputes the Applicant’ entitlement to remove any such fixture under the provisions of
the lease, such fixture shall remain on the premises and shall be dealt with as agreed between any
applicable secured creditors, such landlord and the Applicant, or by further Order of this Court
upon application by the Applicant on at least two (2) days notice to such landlord and any such
secured creditors. If the Applicant disclaims the lease governing such leased premises in
accordance with Section 32 of the CCAA, it shall not be required to pay Rent under such lease
pending resolution of any such dispute (other than Rent payable for the notice period provided
for in Section 32(5) of the CCAA), and the disclaimer of the lease shall be without prejudice to

the Applicant’ claim to the fixtures in dispute.

14.  THIS COURT ORDERS that if a notice of disclaimer is delivered pursuant to Section
32 of the CCAA, then (a) during the notice period prior to the effective time of the disclaimer,
the landlord may show the affected leased premises to prospective tenants during normal

business hours, on giving the Applicant and the Monitor 24 hours' prior written notice, and (b) at
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the effective time of the disclaimer, the relevant landlord shall be entitled to take possession of
any such leased premises without waiver of or prejudice to any claims or rights such landlord
may have against the Applicant in respect of such lease or leased premises, provided that nothing
herein shall relieve such landlord of its obligation to mitigate any damages claimed in connection

therewith.

NO PROCEEDINGS AGAINST THE DISCOVERY AIR GROUP OR THEIR
PROPERTY

15.  THIS COURT ORDERS that until and including April 20, 2018, or such later date as
this Court may order (the “Stay Period”), no proceeding or enforcement process in any court or
tribunal (each, a “Proceeding”) shall be commenced or continued against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, except with the written
consent of the Applicant and the Monitor, or with leave of this Court, and any and all
Proceedings currently under way against or in respect of the Applicant or affecting the Business

or the Property are hereby stayed and suspended pending further Order of this Court.

16. THIS COURT ORDERS that during the Stay Period, except with the written consent of
the Applicant and the Monitor, or with leave of this Court, no Proceedings shall be commenced
or continued against or in respect of the Non-Applicant Subsidiaries, or any of their current and
future assets, businesses, undertakings and properties of every nature and kind whatsoever, and
wherever situate including all proceeds thereof (collectively, the “Non-Applicant Subsidiaries’
Property”, and together with the Non-Applicant Subsidiaries’ businesses, collectively, the
“Non-Applicant Subsidiaries’ Property and Business”), arising upon or as a result of (i) the
insolvency of the Applicant; (ii) the making or filing of these proceedings or of any order in
these proceedings; (iii) any default or event of default arising as a result of or pursuant to either
of (i) or (ii) or any default under the terms of any document entered into in connection with any
of Discovery’s or the Non-Applicant Subsidiaries’ secured debt facilities including any
guarantee thereunder to which any of the Applicant or the Non-Applicant Subsidiaries are a
party; or (iv) any default arising out of a contract or agreement to which the Applicant and one or
more Non-Applicant Subsidiaries is a party (collectively the “Non-Applicant Subsidiary
Default Events”). Without limitation, the operation of any provision of a contract or agreement

between a Non-Applicant Subsidiary and any other Person that purports to effect or cause a
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termination or cessation of any rights of the Non-Applicant Subsidiary, or to accelerate,
terminate, discontinue, alter, interfere with, repudiate, cancel, suspend, amend or modify such
contract or agreement, in each case as a result of one or more Non-Applicant Subsidiary Default

Events, is hereby stayed and restrained during the Stay Period.
NO EXERCISE OF RIGHTS OR REMEDIES

17.  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
individual, firm, corporation, governmental body or agency, or any other entities (all of the
foregoing, collectively being “Persons” and each being a “Person”) against or in respect of the
Applicant or the Monitor, or affecting the Business or the Property, are hereby stayed and
suspended except with the written consent of the Applicant and the Monitor, or leave of this
Court, provided that nothing in this Order shall (i) empower the Applicant to carry on any
business which the Applicant is not lawfully entitled to carry on, (i) affect such investigations,
actions, suits or proceedings by a regulatory body as are permitted by Section 11.1 of the CCAA,
(iii) prevent the filing of any registration to preser\'/e or perfect a security interest, or (iv) prevent

the registration of a claim for lien.

17A  THIS COURT ORDERS that during the Stay Period, all rights and remedies of any
Person against or in respect of the Non-Applicant Subsidiaries, or affecting the Non-Applicant
Subsidiaries’ Property and Business, as a result of a Non-Applicant Subsidiary Default Event are
hereby stayed and suspended except with the written consent of the Applicant and the Monitor,
or leave of this Court, provided that nothing in this Order shall (i) empower the Non-Applicant
Subsidiaries to carry on any business which the Non-Applicant Subsidiaries are not lawfully
entitled to carry on, (ii) affect such investigations, actions, suits or proceedings by a regulatory
body as are permitted by Section 11.1 of the CCAA, (iii) prevent the filing of any registration to

preserve or perfect a security interest, or (iv) prevent the registration of a claim for lien.
NO INTERFERENCE WITH RIGHTS

18. THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by the Applicant, except with the

written consent of the Applicant and the Monitor, or leave of this Court.
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18A  THIS COURT ORDERS that during the Stay Period, no Person shall discontinue, fail to
honour, alter, interfere with, repudiate, terminate or cease to perform any right, renewal right,
contract, agreement, licence or permit in favour of or held by any other party as a result of a
Non-Applicant Subsidiary Default Event, except with the written consent of the Applicant and

the Monitor, or leave of this Court.

18B. THIS COURT ORDERS that, notwithstanding paragraphs 15 to 18A or any other
provisions of this Order, upon the occurrence of an event of default under the CIBC operating
facility other than a default which may arise as a result of, or otherwise relate to, the insolvency
of the Applicant, the commencement of the Applicant’s proceedings under the CCAA or any
relief granted in these proceedings occurring after the date hereof, CIBC shall immediately upon
notice to the Applicant and the Monitor be entitled to cease making advances to the Applicant
and, upon 2 days’ notice to the Applicant and the Monitor, may exercise any and all of its rights
and remedies against the Applicant, the Non-Applicant Subsidiaries, the Property or the Non-
Applicant Subsidiaries’ Propeity under or pursuant to the CIBC operating facility and any and all
security granted thereunder, including without limitation, set off and/or consolidate any amounts
owing by CIBC to the Applicant against the obligations of the Applicant or the Non-Applicant
Subsidiaries to CIBC under the operating facility, to make demand, accelerate payment and give
other notices, provided however, that CIBC may not take any further steps to enforce its security
without leave of this Court, including without limitation, applying for the appointment of a
receiver, receiver and manager or interim receiver, or for a bankruptcy order against the
Applicant and/or the Non-Applicant Subsidiaries and for the appointment of a trustee in
bankruptcy of the Applicant and/or the Non-Applicant Subsidiaries; and the foregoing rights and
remedies of CIBC shall be enforceable against any trustee in bankruptcy, interim receiver,
receiver or receiver and manager of the Applicant, the Non-Applicant Subsidiaries, the Property,

the Business or the Non-Applicant Subsidiaries’ Property and Business.
CONTINUATION OF SERVICES

19. THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with the Applicant or statutory or regulatory mandates for the supply of goods and/or
services, including without limitation all computer software, communication and other data

services, centralized banking services, payroll services, insurance, transportation services, utility
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or other services to the Business or the Applicant, are hereby restrained until further Order of this
Court from discontinuing, altering, interfering with or terminating the supply of such goods or
services as may be required by the Applicant, and that the Applicant shall be entitled to the
continued use of its current premises, telephone numbers, facsimile numbers, internet addresses
and domain names, provided in each case that the normal prices or charges for all such goods or
services received after the date of this Order are paid by the Applicant in accordance with normal
payment practices of the Applicant or such other practices as may be agreed upon by the supplier
or service provider and each of the Applicant and the Monitor, or as may be ordered by this

Court.

19A THIS COURT ORDERS that during the Stay Period, all Persons having oral or written
agreements with one or more Non-Applicant Subsidiaries or statutory or regulatory mandates for
the supply of goods and/or services, including without limitation all computer software,
communication and other data services, centralized banking services, payroll services, insurance,
transportation services, utility or other services to any Non-Applicant Subsidiaries, are hereby
restrained until further Order of this Court from discontinuing, altering, interfering with or
terminating the supply of such goods or services as may be required by the Non-Applicant
Subsidiaries as a result of a Non-Applicant Subsidiary Default Event, and that the Non-Applicant
Subsidiaries shall be entitled to the continued use of their current premises, telephone numbers,
facsimile numbers, internet addresses and domain names, provided in each case that the normal
prices or charges for all such goods or services received after the date of this Order are paid by
the Non-Applicant Subsidiaries in accordance with normal payment practices of the Non-
Applicant Subsidiaries or such other practices as may be agreed upon by the supplier or service

provider and each of the Applicant and the Monitor, or as may be ordered by this Court.
NON-DEROGATION OF RIGHTS

20. THIS COURT ORDERS that, notwithstanding anything else in this Order, no Person
shall be pfohibited from requiring immediate payment for goods, services, use of lease or
licensed property or other valuable consideration provided on or after the date of this Order, nor
shall any Person be under any obligation on or after the date of this Order to advance or re-

advance any monies or otherwise extend any credit to the Applicant or any Non-Applicant
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Subsidiary. Nothing in this Order shall derogate from the rights conferred and obligations
imposed by the CCAA.

PROCEEDINGS AGAINST DIRECTORS AND OFFICERS

21. THIS COURT ORDERS that during the Stay Period, and except as permitted by
subsection 11.03(2) of the CCAA, no Proceeding may be commenced or continued against any
of the former, current or future directors or officers of the Applicant or of the Non-Applicant
Subsidiaries with respect to any claim against the directors or officers that arose before the date
hereof and that relates to any obligations of the Applicant or of the Non-Applicant Subsidiaries
whereby the directors or officers are alleged under any law to be liable in their capacity as
directors or officers for the payment or performance of such obligations, until a compromise or
arrangement in respect of the Applicant, if one is filed, is sanctioned by this Court or is refused

by the creditors of the Applicant or this Court.
DIRECTORS’ AND OFFICERS’ INDEMNIFICATION AND CHARGE

22. THIS COURT ORDERS that the Applicant shall indemnify its directors and officers
against obligations and liabilities that they may incur as directors or officers of the Applicant
after the commencement of the within proceedings, except to thé extent that, with respect to any
officer or director, the obligation or liability was incurred as a result of the director's or officer's

gross negligence or wilful misconduct.

23.  THIS COURT ORDERS that the directors and officers of the Applicant shall be entitled
to the benefit of and are hereby granted a charge (the “Directors’ Charge”) on the Property,
which charge shall not exceed an aggregate amount of $100,000, as security for the indemnity
provided in paragraph 22 of this Order. The Directors’ Charge shall have the priority set out in
paragraphs 48 and 50 herein.

24.  THIS COURT ORDERS that, notwithstanding any language in any applicable
insurance policy to the contrary, (a) no insurer shall be entitled to be subrogated to or claim the
benefit of the Directors’ Charge, and (b) the Applicant’s directors and officers shall only be
entitled to the benefit of the Directors' Charge to the extent that they do not have coverage under
any directors' and officers' insurance policy, or to the extent that such coverage is insufficient to

pay amounts indemnified in accordance with paragraph 22 of this Order.
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APPOINTMENT OF MONITOR

25.  THIS COURT ORDERS that KSV is hereby appointed pursuant to the CCAA as the
Monitor, an officer of this Court, to monitor the business and financial affairs of the Applicant
with the powers and obligations set out in the CCAA or set forth herein and that the Applicant
and its shareholders, officers, directors, and Assistants shall advise the Monitor of all material
steps taken by the Applicant pursuant to this Order, and shall co-operate fully with the Monitor
in the exercise of its powers and discharge of its obligations and provide the Monitor with the

assistance that is necessary to enable the Monitor to adequately carry out the Monitor's functions.

26.  THIS COURT ORDERS that the Monitor, in addition to its prescribed rights and
obligations under the CCAA, is hereby directed and empowered to:

(a) monitor the Discovery Air Group’s receipts and disbursements;

(b) report to this Court at such times and intervals as the Monitor may deem appropriate
with respect to matters relating to the Property, the Business, and such other matters

as may be relevant to the proceedings herein;

(c) assist the Applicant, to the extent required by the Applicant, in its dissemination, to
the DIP Lender (as defined herein) and its counsel and CIBC and its counsel on a
periodic basis of financial and other information as agreed to between the Applicant
and the DIP Lender that may be used in these proceedings, including reporting on a

basis to be agreed with the DIP Lender;

(d) advise the Applicant in its preparation of the Applicant’s cash flow statements and
reporting required by the DIP Lender or CIBC, which information shall be reviewed
with the Monitor and delivered to the DIP Lender and its counsel and CIBC and its

counsel on a periodic basis, as agreed to by the DIP Lender;
(e) advise the Applicant in its development of the Plan and any amendments to the Plan;

® assist the Applicant, to the extent required by the Applicant, with the holding and

administering of creditors’ or shareholders’ meetings for voting on the Plan;
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(g) have full and complete access to the Property, including the premises, books, records,
data, including data in electronic form, and other financial documents of the
Applicant, to the extent that is ﬁecessary to adequately assess the Applicant’s

business and financial affairs or to perform its duties arising under this Order;

(h) conduct, supervise and carry out any sales process(es) with respect to the Property

and the Business;

1) be at liberty to engage independent legal counsel or such other persons as the Monitor
deems necessary or advisable respecting the exercise of its powers and performance

of its obligations under this Order;

) commence applications for recognition of these proceedings outside of Canada in its

capacity as foreign representative without further Order of this Court; and

(k) perform such other duties as are required by this Order or by this Court from time to

time.

27. THIS COURT ORDERS that the Monitor shall not take possession of the Property or
the Non-Applicant Subsidiaries’ Property and shall take no part whatsoever in the management
or supervision of the management of the Business or the Non-Applicant Subsidiaries’ Property
and Business and shall not, by fulfilling its obligations hereunder, be deemed to have taken or

maintained possession or control of the foregoing, or any part thereof.

28.  THIS COURT ORDERS that nothing herein contained shall require the Monitor to
occupy or to take control, care, charge, possession or management (separately and/or
collectively, “Possession”) of any of the Property or the Non-Applicant Subsidiaries’ Property
that might be environmentally contaminated, might be a pollutant or a contaminant, or might
cause or contribute to a spill, discharge, release or deposit of a substance contrary to any federal,
provincial or other law respecting the protection, conservation, enhancement, remediation or
rehabilitation of the environment or relating to the disposal of waste or other contamination
including, without limitation, the Canadian Environmental Protection Act, the Ontario
Environmental Protection Act, the Ontario Water Resources Act, or the Ontario Occupational
Health and Safety Act and regulations thereunder (the “Environmental Legislation”), provided

however that nothing herein shall exempt the Monitor from any duty to report or make disclosure
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imposed by applicable Environmental Legislation. The Monitor shall not, as a result of this
Order or anything done in pursuance of the Monitor's duties and powers under this Order, be
deemed to be in Possession of any of the Property or the Non-Applicant Subsidiaries’” Property

within the meaning of any Environmental Legislation, unless it is actually in possession.

29.  THIS COURT ORDERS that that the Monitor shall provide any creditor of the
Applicant and the DIP Lender with information provided by the Applicant in response to
reasonable requests for information made in writing by such creditor addressed to the Monitor.
The Monitor shall not have any responsibility or liability with respect to the information
disseminated by it pursuant to this paragraph. In the case of information that the Monitor has
been advised by the Applicant is confidential, the Monitor shall not provide such information to
creditors unless otherwise directed by this Court or on such terms as the Monitor and the

Applicant may agree.

30. THIS COURT ORDERS that, in addition to the rights and protections afforded the
Monitor under the CCAA or as an officer of this Court, the Monitor shall iﬁcur no liability or
obligation as a result of its appointment or the carrying out of the provisions of this Order, save
and except for any gross negligence or wilful misconduct on its part. Nothing in this Order shall

derogate from the protections afforded the Monitor by the CCAA or any appiicable legislation.

31. THIS COURT ORDERS that the Monitor, counsel to the Monitor and counsel to the
Applicant shall be paid their reasonable fees and disbursements incurred prior to or following the
date hereof, in each case at their standard rates and charges, by the Applicant as part of the costs
of these proceedings. The Applicant is hereby authorized and directed to pay the accounts of the
Monitor, counsel for the Monitor and counsel for the Applicant on a bi-weekly basis or at such

other intervals as the Applicant and the Monitor may agree.

32.  THIS COURT ORDERS that the Monitor and its legal counsel shall pass their accounts
from time to time, and for this purpose the accounts of the Monitor and its legal counsel are

hereby referred to a judge of the Commercial List of the Ontario Superior Court of Justice.

33.  THIS COURT ORDERS that the Monitor, counsel to the Monitor and the Applicant’s
counsel shall be entitled to the benefit of and are hereby granted a charge (the “Administration

Charge”) on the Property, which charge shall not exceed an aggregate amount of $750,000, as
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security for their professional fees and disbursements incurred at the standard rates and charges
of the Monitor and such counsel, both before and after the making of this Order in respect of
these proceedings. The Administration Charge shall have the priority set out in paragraphs 48
and 50 hereof.

34.  THIS COUT ORDERS that KSV in its capacity as Monitor in these proceedings be and
hereby is authorized to act as a foreign representative of the Applicant and of these proceedings

for the purpose of having these proceedings recognized outside of Canada.
INTERCOMPANY FINANCING

35. THIS COURT ORDERS that, subject to the terms of the Definitive Documents, the
Applicant may advance funds to its Non-Applicant Subsidiaries after the date of this Order,
whether through operation of the Cash Management System, an intercompany loan, including,
without limitation, loans made pursuant to the DIP Term Sheet, or otherwise (“Intercompany
Advances). The Applicant’s accounts and records shall constitute, in the absence of manifest

error, prima facie evidence of the balance of the Intercompany Advances.

36.  THIS COURT ORDERS that the Intercompany Advances to each Non-Applicant
Subsidiary shall be secured by a charge in favour of the Applicant (each, an “Intércompany
Charge”) over the applicable Non-Applicant Subsidiary’s Property to the extent of each of their
respective indebtedness to the Applicant for Intercompany Advances. The Intercompany

Charges shall have the priority set out in paragraph 50 hereof.
DIP FINANCING

37. THIS COURT ORDERS that the Applicant is hereby authorized and empowered to
obtain and borrow under a credit facility from CEP IV Co-Investment Limited Partnership (the
“DIP Lender”) in order to finance the Applicant’s working capital requirements and other
general corporate purposes and capital expenditures and the Intercompany Advances, provided
that borrowings under such credit facility shall not exceed $12.6 million unless permitted by

further Order of this Court.
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38. THIS COURT ORDERS that such credit facility shall be on the terms and subject to the
conditions set forth in the term sheet between the Applicant and the DIP Lender dated as of
March 21, 2018 (the “DIP Term Sheet”), filed.

39. THIS COURT ORDERS that the Applicant and the Non-Applicant Subsidiaries, as
applicable, are hereby authorized and empowered to execute and deliver such credit agreements,
mortgages, charges, hypothecs and security documents, guarantees and other definitive
documents, including, without limitation, in connection with the Intercompany Advances
(collectively and including the DIP Term Sheet, the “Definitive Documents™), as are
contemplated by the DIP Term Sheet or as may be reasonably required by the DIP Lender
pursuant to the terms thereof, and the Applicant and the Non-Applicant Subsidiaries, as
applicable, are hereby authorized and directed to pay and perform all of their indebtedness,
interest, fees, liabilities and obligations to the DIP Lender under and pursuant to the DIP Term
Sheet and the Definitive Documents as and when the same become due and are to be performed,

notwithstanding any other provision of this Order.

40. THIS COURT ORDERS that the DIP Lender shall be entitled to the benefit of and is
hereby granted a charge (the “DIP Lender’s Charge”) on the Property, which DIP Lender's
Charge shall not secure an obligation that exists before this Order is made. The DIP Lender’s
Charge shall have the priority set out in paragraphs 48 and 50 hereof. Without limiting the
generality of the foregoing, the Applicant’s obligations under the DIP Term Sheet and the
Intercompany Advances shall also be secured by the assignment by the Applicant to the DIP
Lender of the Intercompany Charges and the repayment obligations of the Non-Applicant
Subsidiaries to the Applicant in respect of the Intercompany Advances, each of which are hereby

assigned.
41.  THIS COURT ORDERS that, notwithstanding any other provision of this Order:

(a) the DIP Lender may take such steps from time to time as it may deem necessary or
appropriate to file, register, record or perfect the DIP Lender’s Charge, the

Intercompany Charges or any of the Definitive Documents;

(b) upon the occurrence of an event of default under the Definitive Documents, the DIP

Lender’s Charge or the Intercompany Charges, the DIP Lender shall immediately
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upon notice to the Applicant and the Monitor be entitled to cease making advances to
the Applicant and, upon 2 days’ notice to the Applicant and the Monitor, may
exercise any and all of its rights and remedies against the Applic;ant, the Non-
Applicant Subsidiaries, the Property or the Non-Applicant Subsidiaries’ Property
under or pursuant to the DIP Term Sheet, Definitive Documents, the DIP Lender’s
Charge or the Intercompany Charges, including without limitation, set off and/or
consolidate any amounts owing by the DIP Lender to the Applicant against the
obligations of the Applicant or the Non-Applicant Subsidiaries to the DIP Lender
under the DIP Term Sheet, the Definitive Documents, the DIP Lender’s Charge or the
Intercompany Charges, to make demand, accelerate payment and give other notices,
or to apply to this Court for the appointment of a receiver, receiver and manager or
interim receiver, or for a bankruptcy order against the Applicant and/or the Non-
Applicant Subsidiaries and for the appointment of a trustee in bankruptcy of the
Applicant and/or the Non-Applicant Subsidiaries; and

© the foregoing rights and remedies of the DIP Lender shall be enforceable against any
trustee in bankruptcy, interim receiver, receiver or receiver and manager of the
Applicant, the Non-Applicant Subsidiaries, the Property, the Business or the Non-
Applicant Subsidiaries’ Property and Business.

42.  THIS COURT ORDERS AND DECLARES that the DIP Lender shall be treated as
unaffected in any Plan or any proposal filed by the Applicant under the BIA, with respect to any

advances made under the Definitive Documents.
KEY EMPLOYEE RETENTION PLAN

43.  THIS COURT ORDERS that the Applicants’ Key Employee Retention Plan
(“KERP”), as described in the Bernards Affidavit is hereby approved.

44.  THIS COURT ORDERS that the Applicants are hereby authorized and directed to enter
into the KERP with KERP Employees (as defined in the Bernards Affidavit).

45.  THIS COURT ORDERS that the amounts payable to the Key Employees pursuant to
the KERP are hereby secured by a charge (the “KERP Charge”) on the Property, in favour of
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the Key Employees. The KERP Charge shall have the priority set out in paragraphs 48 and 50

hereof

46. THIS COURT ORDERS that the aggregate amount secured by the KERP Charge
granted to secure the Applicants’ obligations under the KERP shall be in an amount of no more
than CDN$1.65 million.

47.  THIS COURT ORDERS that Confidential Exhibit “K” to the Bernards Affidavit be
and is hereby sealed pending further order of this Court.

VALIDITY AND PRIORITY OF CHARGES CREATED BY THIS ORDER

48. THIS COURT ORDERS that the priorities of the Directors’ Charge, the Administration
Charge, the KERP Charge and the DIP Lender’s Charge, as among them, against the Property
shall be as follows:

First — Administration Charge (to the maximum amdunt of $750,000);
Second — Directors’ Charge (to the maximum amount of $100,000);
Third — KERP Charge (to the maximum amount of $1..65 million); and
Fourth — DIP Lender’s Charge.

49.  THIS COURT ORDERS that the filing, registration or perfection of the Directors’
Charge, the Administration Charge, the KERP Charge, the DIP Lender’s Charge or the
Intercompany Charges (collectively, the “Charges”) shall not be required, and that the Charges
shall be valid and enforceable for all purposes, including as against any right, title or interest
filed, registered, recorded or perfected subsequent to the Charges coming into existence,

notwithstanding any such failure to file, register, record or perfect.
50. THIS COURT ORDERS that:

a) each of the Administration Charge, the Directors’ Charge and the KERP Charge
(all as constituted and defined herein) shall rank in priority to all other security
interests, trusts, liens, charges and encumbrances, claims of secured creditors,

statutory or otherwise (collectively, “Encumbrances”) of the Applicant in favour
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of any Person other than (i) any Person with a properly perfected purchase money
security interest under the Personal Property Security Act (Ontario) or similar
provincial legislation or (ii) any statutory super priority deemed trusts and liens

for unremitted employee source deductions;

b) the DIP Lender’s Charge shall rank immediately in priority to Clairvest’s
Encumbrances granted by or against the Applicant or the Property and any other
Encumbrances that rank behind such Clairvest Encumbrances; provided, for
greater certainty, that the DIP Lender’s Charge shall rank subordinate to any

Encumbrances that have priority over such Clairvest Encumbrances; and

c) the Intercompany Charges shall rank immediately in priority to Clairvest’s
Encumbrances granted by or against any Non-Applicant Subsidiary or the Non-
Applicant Subsidiaries’ Property and any other Encumbrances that rank behind
such Clairvest Encumbrances; provided, for greater certainty, that the
Intercompany Charges shall rank subordinate to any Encumbrances that have
priority over such Clairvest Encumbrances with respect to the Non-Applicant

Subsidiaries’ Property.

51. THIS COURT ORDERS that except as otherwise expressly provided for herein, or as
may be approved by this Court, the Applicant and the Non-Applicant Subsidiaries shall not grant
any Encumbrances over any Property or Non-Applicants Subsidiaries’ Property that rank in
priority to, or pari passu with, any of the Directors’ Charge, the Administration Charge, the
KERP Charge, the DIP Lender’s Charge or the Intercompany Charges, unless the Applicant aiso
obtain the prior written consent of the Monitor, the DIP Lender and the beneficiaries of the
Directors’ Charge, the beneficiaries of the KERP Charge, and the Administration Charge, or
further Order of this Court.

52. THIS COURT ORDERS that the Direetors’ Charge, the Administration Charge, the
DIP Term Sheet, the Definitive Documents, the DIP Lender’s Charge and the Intercompany
Charges shall not be rendered invalid or unenforceable and the rights and remedies of the
chargees entitled to the benefit of the Charges (collectively, the “Chargees”) and/or the DIP
Lender thereunder shall not otherwise be limited or impaired in any way by (a) the pendency of

these proceedings and the declarations of insolvency made herein; (b) any application(s) for
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bankruptcy order(s) issued pursuant to BIA, or any bankruptcy order made pursuant to such
applications; (c) the filing of any assignments for the general benefit of creditors made pursuant
to the BIA; (d) the provisions of any federal or provincial statutes; or (€) any negative covenants,
prohibitions or other similar provisions with respect to borrowings, incurring debt or the creation
of Encumbrances, contained in any existing loan documents, lease, sublease, offer to lease or
other agreement (collectively, an “Agreement”) which binds the Applicant or the Non-Applicant

Subsidiaries, and notwithstanding any provision to the contrary in any Agreement:

(a) neither the creation of the Charges nor the execution, delivery, perfection, registration
or performance of the DIP Term Sheet or the Definitive Documents shall create or be
deemed to constitute a breach by the Applicant or the Non-Applicant Subsidiaries of
any Agreement to which they are a party;

(b) none of the Chargees shall have any liability to any Person whatsoever as a result of
any breach of any Agreement caused by or resulting from the Applicant entering into
the DIP Term Sheet, the creation of the Charges, or the execution, delivery or

performance of the Definitive Documents; and

(©) the payments made by the Applicant or the Non-Applicant Subsidiaries pursuant to
this Order, the DIP Term Sheet or the Definitive Documents, and the granting of the
Charges, do not and will not constitute preferences, fraudulent conveyances, transfers
at undervalue, oppressive conduct, or other challengeable or voidable transactions

under any applicable law.

53. THIS COURT ORDERS that any Charge created by this Order over leases of real
property in Canada shall only be a Charge in the interests of the Applicant or of the Non-

Applicant Subsidiaries in such real property leases.
SERVICE AND NOTICE

54. THIS COURT ORDERS that the Monitor shall (i) without delay, publish in The Globe
& Mail (National Edition) a notice containing the information prescribed under the CCAA, (ii)
within five days after the date of this Order, (A) make this Order publicly available in the manner
prescribed under the CCAA, (B) send, in the prescribed manner, a notice to every known creditor

who has a claim against the Applicant of more than $1000, and (C) prepare a list showing the
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names and addresses of those creditors and the estimated amounts of those claims, and make it
publicly available in the prescribed manner, all in accordance with Section 23(1)(a) of the CCAA

and the regulations made.thereunder.

55. THIS COURT ORDERS that the E-Service Protocol of the Commercial List (the
“Protocol”) is approved and adopted by reference herein and, in this proceeding, the service of
documents made in accordance with the Protocol (which can be found on the Commercial List

website at http://www.ontariocourts.ca/scj/practice/practice-directions/toronto/e-service-

protocol/) shall be valid and effective service. Subject to Rule 17.05 this Order shall constitute
an order for substituted service pursuant to Rule 16.04 of the Rules of Civil Procedure. Subject to
Rule 3.01(d) of the Rules of Civil Procedure and paragraph 21 of the Protocol, service of
documents in accordance with the Protocol will be effective on transmission. This Court further
orders that a Case Website shall be established in accordance with the Protocol with the

following URL ‘http://www.ksvadvisory.com/insolvency-cases/discovery-air/’.

56. THIS COURT ORDERS that if the service or distribution of documents in accordance
with the Protocol is not practicable, the Applicant and the Monitor are at liberty to serve or
distribute this Order, any other materials and orders in these proceedings, any notices or other
correspondence, by forwarding true copies thereof by prepaid ordinary mail, courier, personal
delivery or facsimile transmission to the Applicant’s creditors or other interested parties at their
respective addresses as last shown on the records of the Applicant and that any such service or
distribution by courier, personal delivery or facsimile transmission shall be deemed to be
received on the next business day following the date of forwarding thereof, or if sent by ordinary

mail, on the third business day after mailing.

GENERAL

57. THIS COURT ORDERS that the Applicant or the Monitor may from time to time apply

to this Court for advice and directions in the discharge of its powers and duties hereunder.

58.  THIS COURT ORDERS that nothing in this Order shall prevent the Monitor from
acting as an interim receiver, a receiver, a receiver and manager, or a trustee in bankruptcy of the

Applicant, the Business or the Property.
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59. THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States or any other
jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to provide such
assistance to the Applicant and to the Monitor, as an officer of this Court, as may be necessary or
desirable to give effect to this Order, to grant representative status to the Monitor in any foreign
proceeding, or to assist the Applicant and the Monitor and their respective agents in carrying out

the terms of this Order.

60. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Monitor is authorized and empowered to act as the foreign
representative of the Applicant for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

61.  THIS COURT ORDERS that any interested party (including the Applicant and the
Monitor) may apply to this Court to vary or amend this Order on not less than seven (7) days’
notice to any other party or parties likely to be affected by the order sought or upon such other

notice, if any, as this Court may order.

62. THIS COURT ORDERS that this Order and all of its provisions are effective as of
12:01 a.m. Eastern Standard/Daylight Time on the date of this Order.
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Schedule “A” — Non- Applicant Subsidiaries

. Great Slave Helicopters Ltd.

. Air Tindi Ltd.

. Discovery Mining Services Ltd.

. Discovery Air Technical Services Inc.
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Appendix “B”
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SERVICE

1. THIS COURT ORDERS that the time for service of the Notice of Motion and the
Motion Record is hereby abridged and validated so that this Motion is properly returnable today

and hereby dispenses with further service thereof.

2. THIS COURT ORDERS that capitalized terms used in this Order and not otherwise
defined herein shall have the meaning ascribed to them under the Sale Solicitation Process

attached hereto as Schedule “A” (the “SSP”).

APPROVAL OF STALKING HORSE AGREEMENTS

3. THIS COURT ORDERS that the execution, delivery, entry into, compliance with, and
performance by the Applicant of each of the Top Aces Stalking Horse Agreement, GSH Stalking
Horse Agreement, ATL Stalking Horse Agreement and DMS Stalking Horse Agreement (each,
as defined in the Bernards Affidavit, and, collectively the “Stalking Horse Agreements”), be
and is hereby ratified, authorized and approved, provided, however, that nothing contained in this
Order approves the sale or the vesting of any property, assets or undertaking of the Applicant to
either of the Stalking Horse Bidders pursuant to any of the Stalking Horse Agreements and that,
if any or all of the Stalking Horse Agreements are the Accepted Bid under the SSP, the approval
of the sale and vesting of the assets contemplated to be sold thereunder to the applicable Stalking
Horse Bidder shall be considered by this Court on a subsequent motion or motions made to this

Court following completion of the SSP, all in accordance with the terms of the SSP.

4, THIS COURT ORDERS that the Stalking Horse Agreements be and are hereby
approved and accepted solely for the purposes of constituting stalking horse bids under the SSP.

5. THIS COURT DECLARES that the Stalking Horse Bidders are parties to these

proceedings.

6. THIS COURT ORDERS that the Stalking Horse Agreements shall not be rendered
invalid or unenforceable and the rights and remedies of the Stalking Horse Bidders thereunder
shall not otherwise be limited or impaired in any way by: (a) the Applicant’s CCAA proceedings
and the declarations of insolvency made in connection therewith; (b) any application(s) for

bankruptcy order(s) issued pursuant to the Bankruptcy and Insolvency Act (Canada) (the “BIA”),
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or any bankruptcy order made pursuant to such applications; (c) the filing of any assignments for
the general benefit of creditors made pursuant to the BIA; (d) the provisions of any federal or
provincial statutes; or (¢) any negative covenants, prohibitions or other similar provisions with
respect to borrowings, incurring debt or the creation of security interests, liens, charges and
encumbrances, claims of secured creditors, statutory or otherwise, contained in any existing loan
documents, lease, sublease, offer to lease or other agreement (collectively, an “Agreement”)

which binds the Applicant, and notwithstanding any provision to the contrary in any Agreement:

(a) the execution, delivery or performance of the Stalking Horse Agreements shall not
create or be deemed to constitute a breach by the Applicant of any Agreement to

which it is a party; and

b) the Stalking Horse Bidders shall not have any liability to any person whatsoever as a
result of any breach of any Agreement caused by or resulting from the Applicant

entering into the Stalking Horse Agreements.

APPROVAL OF SSP

7. THIS COURT ORDERS that the SSP (subject to such non-material amendments as
may be agreed to by the Monitor and the Stalking Horse Bidders (including all schedules
thereto)) be and is hereby approved and the Monitor, the Applicant, the Non-Applicant
Subsidiaries (as defined in the Initial Order) Top Aces Inc. and Top Aces Holdings Inc. (together
with the Applicant and the Non-Applicant Subsidiaries, the “Companies”) are hereby authorized
and directed to take such steps as they deem necessary or advisable (subject to the terms of the
SSP) to carry out the SSP, subject to prior approval of this Court being obtained before

completion of any transaction(s) under the SSP.

8. THIS COURT ORDERS that the Monitor, the Companies and their respective affiliates,
partners, directors, employees, advisors, agents and controlling persons shall have no liability
with respect to any and all losses, claims, damages or liability of any nature or kind to any person
in connection with or as a result of performing their duties under the SSP, except to the extent of
such lossés, claims, damages or liabilities resulting from the gross negligence or wilful

misconduct of the Monitor or the Companies, as applicable, as determined by the Court.



483

9. THIS COURT ORDERS that, pursuant to clause 7(3)(c) of the Canada Personal
Information Protection and Electronic Documents Act, the Monitor, the Applicant and the Non-
Applicant Subsidiaries (under the direction of the Monitor) are hereby authorized and permitted
to disclose and transfer to each potential bidder (the “Bidders™) (including, without limitation,
the Stalking Horse Bidders) and to their Representatives, if requested by such Bidders, personal
information of identifiable individuals, including, without limitation, all human resources and
payroll information in the Companies’ records pertaining to the Companies’ past and current
employees, but only to the extent desirable or required to negotiate or attempt to complete a sale
of the shares and assets contemplated by the Stalking Horse Agreements (a “Sale”). Each Bidder
or Representative to whom such personal information is disclosed shall maintain and protect the
privacy of such information and limit the use of such information to its evaluation for the
purpose of effecting a Sale, and if it does not complete a Sale, shall return all such information to
the Monitor, or in the alternative destroy all such information and provide confirmation of its
destruction if requested by the Monitor. The Successful Bidder(s) shall maintain and protect the
privacy of such information and, upon closing of the transaction contemplated in the Accepted
Bid(s), shall be entitled to use the personal information provided to it that is related to the
Property acquired pursuant to the SSP in a manner that is in all material respects identical to the
prior use of such information by the relevant Company or Companies, and shall return all other
personal information to the Monitor, or ensure that all other personal information is destroyed

and provide confirmation of its destruction if requested by the Monitor.

10.  THIS COURT ORDERS that none of the Companies or any of their employees or
Representatives shall communicate directly with Clairvest regarding any information relating to
the SSP including, without limitation, the identities of the Interested Parties (as defined in the
SSP).

GENERAL

11.  THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada, the United States, or any other
jurisdiction, to give effect to this Order and to assist the Applicant, the Monitor and their
respective agents in carrying out the terms of this Order. All courts, tribunals, regulatory and
administrative bodies are hereby respectfully requested to make such orders and to provide such

assistance to the Applicant and to the Monitor, as an officer of this Court, as may be necessary or
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desirable to give effect to this Order, to grant representative status to the Monitor in any foreign
proceeding, or to assist the Applicant and the Monitor and their respective agents in carrying out

the terms of this Order.

12. THIS COURT ORDERS that each of the Applicant and the Monitor be at liberty and is
hereby authorized and empowered to apply to any court, tribunal, regulatory or administrative
body, wherever located, for the recognition of this Order and for assistance in carrying out the
terms of this Order, and that the Monitor is authorized and empowered to act as a representative
in respect of the within proceedings for the purpose of having these proceedings recognized in a

jurisdiction outside Canada.

13.  THIS COURT ORDERS that at any time during the SSP, the Monitor, the Applicant or
any Stalking Horse Bidder may apply to the Court for directions with respect to the SSP.

7
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Schedule “A” — Sale Solicitation Process
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SALE SOLICITATION PROCESS
Introduction

On March 21, 2018, Discovery Air Inc. (the “Debtor”) commenced a proceeding (the “CCAA
Proceeding”) under the Companies’ Creditors Arrangement Act (Canada) (the “CCAA?”) before
the Ontario Superior Court of Justice (Commercial List) (the “Court”). Pursuant to the initial
order issued by the Court in the CCAA Proceeding (the “Initial Order”), KSV Kofman Inc. was
appointed as monitor (the “Monitor”) in the CCAA Proceeding.

The following Schedules are incorporated into this SSP: (a) Schedule “A” — References and
Definitions; (b) Schedule “B” — Form of Acknowledgment of Sale Solicitation Process;
(c) Schedule “C” — Addresses for Notice; and (d) Schedule “D” — Auction Procedures.

On April 4, 2018, the Debtor brought a motion before the Court, for, among other things, an order
(the “SSP Order”) approving:

(a) the Top Aces Stalking Horse Agreement pursuant to which the Top Aces Stalking
Horse Bidder has agreed to: (i) purchase: (A) the Top Aces Holdco Shares; (B)
certain assets owned by the Debtor and used in the Top Aces business and/or shared
between the Top Aces business and the businesses of GSH, ATL and DMS; and
(C) intercompany debt owing by Top Aces and/or Top Aces Holdco to the Debtor,
if any (collectively, “Top Aces Property”); and (ii) assume or otherwise satisfy
certain liabilities and/or extinguish certain indebtedness, if any;

(b) the following Stalking Horse Agreements between the Debtor and the Northern
Stalking Horse Bidder:

i) the GSH Stalking Horse Agreement pursuant to which the Northern
Stalking Horse Bidder has agreed to: (i) purchase: (A) the GSH Shares;
(B) certain assets owned by the Debtor and used in the GSH business as
more particularly described in the GSH Stalking Horse Agreement; and
(C) certain intercompany debt owing by GSH to the Debtor (collectively,
the “GSH Property”); and (ii) assume or otherwise satisfy certain
liabilities and/or extinguish certain indebtedness of the Debtor;

(ii)  the ATL Stalking Horse Agreement pursuant to which the Northern
Stalking Horse Bidder has agreed to: (i) purchase: (A) the ATL Shares; (B)
certain assets owned by the Debtor and used in the ATL business as more
particularly described in the ATL Stalking Horse Agreement; and
(C) certain intercompany debt owing by ATL to the Debtor (collectively,
the “ATL Property”); and (ii) assume or otherwise satisfy certain
liabilities and/or extinguish certain indebtedness owing by the Debtor;

(iii) the DMS Stalking Horse Agreement pursuant to which the Northern
Stalking Horse Bidder has agreed to: (i) purchase: (A) the DMS Shares;
and (B) certain assets owned by the Debtor and used in the DMS business as
more particularly described in the DMS Stalking Horse Agreement
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(together with the DMS Shares, the “DMS Property”); and (ii) assume or
otherwise satisfy certain liabilities and/or extinguish certain indebtedness
owing by the Debtor; and

(c)  this SSP.

On April [4], 2018, the Court granted the SSP Order. The Monitor will conduct the SSP in
accordance with the SSP Order and this SSP.

Under the SSP, all qualified interested parties will be provided with an opportunity to participate
in the SSP on the terms set out herein.

Commencement of the SSP and Identifying Bidders

l.

The purpose of the SSP is to conduct certain processes to provide interested parties with
opportunities to submit competing offers on an “as is, where is” basis to purchase: (a) the
Top Aces Property; (b) the GSH Property or all or substantially all of the assets of GSH;
(c) the ATL Property or all or substantially all of the assets of ATL; and (d) the DMS
Property or all or substantially all of the assets of DMS (each, an “Opportunity”). The
SSP shall apply to each of the Opportunities and the related processes and transactions,
including without limitation, the Top Aces Transaction, Great Slave Transaction, Air
Tindi Transaction and Discovery Mining Transaction.

Any sales pursuant to this SSP will be without surviving representations or warranties of
any kind, nature, or description by the Monitor, the Companies or any of their respective
directors, officers, agents, advisors or other representatives unless otherwise agreed in a
definitive agreement.

All of the Debtor’s right, title and interest in and to any of the Property or other assets to
be sold pursuant to any Transactions will be sold free and clear of the pledges, liens,
security interests, encumbrances, claims, charges, options, and interests therein and
thereon as set out in the Court order approving such sale unless specifically permitted to
continue pursuant to the terms of the Accepted Bid.

Timeline

4.

The following table sets out the key milestones and deadlines under the SSP, which may
be extended or amended by the Monitor in its discretion by up to two weeks without
Court approval: :

Deadline Deadline Deadline

Deadline

Milestone

(Top Aces SSP)

(GSH SSP)

(ATL SSP)

(DMS SSP)

Commencement SSP

April 4,2018

[April 4, 2018

April 4, 2018

April 4,2018

Bid Deadline

May 21, 2018

June 4, 2018

June 4, 2018

June 4, 2018

Auction

May 31,2018

June 14, 2018

June 14, 2018

June 14, 2018
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Closing Date Deadline July 31,2018 [uly 31,2018  July 31,2018  July 31,2018

Solicitation of Interest: Notice of the SSP

5.

10.

The Debtor will issue a press release providing notice of the SSP and any such other
relevant information as the Debtor and Monitor consider appropriate (a “Notice™) with
Canada Newswire for designated dissemination in Canada and such other jurisdictions
as the Monitor, in consultation with the Debtor, considers appropriate.

The Monitor shall be entitled, but not obligated, to arrange for a Notice to be published
in The Globe and Mail (National Edition), and any other newspaper or industry journal
as the Monitor considers appropriate, if any, if it believes that such advertisement would
be useful in the circumstances.

The Monitor, with the assistance of the Companies and their Representatives, has
prepared:

(a) a list of potential financial bidders who may be interested in a Top Aces
Transaction and a list of potential financial and strategic bidders who may be
interested in any or all of the Northern Transactions (collectively, “Potential
Bidders™);

(b) Teaser Letters describing the Opportunities, outlining the processes under the Top
Aces SSP and Northern SSP, respectively, and inviting recipients of the Teaser
Letters to express their interest pursuant to the applicable SSP;

(©) a form of NDA; and

(d) CIMs describing the Opportunities, which will be made available by the Monitor
to Bidders (as defined below).

The Monitor, with the assistance of the Companies and their Representatives, has
established Data Rooms in respect of the SSPs, which Data Rooms may continue to be
updated from time to time during the SSP.

The Monitor and its Representatives may consult with, or seek the assistance or
cooperation of, the Companies with respect to any matter relating to this SSP and the
conduct thereof, including, without limitation, the activities described in paragraphs 6 to
8 above. The Companies and their Representatives shall cooperate fully with the
Monitor and its Representatives and provide such assistance as is reasonably requested by
the Monitor in connection with the SSP.

The Monitor will send the applicable Teaser Letter(s) and applicable form or forms of
NDA to all applicable Potential Bidders as soon as reasonably practicable after the
granting of the SSP Order and to any other party who requests a copy of a Teaser Letter
and NDA or who is identified by the Debtor or the Monitor as a potential bidder as soon
as reasonably practicable after such request or identification, as applicable.
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Delivery of CIMs

11.  Any party who wishes to participate in one or more of the SSPs (an “Interested Party”),
including any Potential Bidder, must provide to the Monitor:

(a) a NDA executed by it, and a letter setting forth the identity of the Interested Party,
the contact information for such Interested Party and full disclosure of the direct
and indirect principals of the Interested Party;

(b) an acknowledgment of the applicable SSP or SSPs in which the Interested Party
wishes to participate, in the form attached hereto as Schedule “B”; and

(©) such form of financial disclosure and credit quality support or enhancement that
allows the Monitor to make a reasonable determination as to the Interested Party’s
financial and other capabilities to consummate a Sale Proposal.

12.  Ifit is determined by the Monitor, in its reasonable business judgment, that an Interested
Party: (i) has delivered the documents contemplated in paragraph 11 above; and (ii) has
the financial capability based on the availability of financing, experience and other
considerations, to be able to consummate a sale pursuant to the SSP or SSPs in which the
Interested Party is interested, then such Interested Party will be deemed to be a “Bidder”.
For greater certainty, the Monitor may, in its reasonable business judgment, determine
that an Interested Party may be deemed a Bidder in one SSP but not another.

13.  The Monitor will provide each Bidder with a copy of the applicable CIM(s) and access to
any corresponding Data Rooms. Bidders and Qualified Bidders (as defined below) must
rely solely on their own independent review, investigation and/or inspection of .all
information and of the Property in connection with their participation in any of the SSPs
and any transaction they enter into with the Debtor. The Companies, the Monitor and
their respective directors, officers, agents and advisors make no representation or
warranty whatsoever as to the information (including, without limitation, with respect to
its accuracy or completeness) (i) contained in any of the CIMs or the Data Rooms; (ii)
provided through the due diligence process or otherwise made available pursuant to any
of the SSPs; or (iii) otherwise made available to a Potential Bidder, Interested Party,
Bidder or Qualified Bidder, except to the extent expressly contemplated in any definitive
documentation duly executed and delivered by the Successful Bidder (as defined below)
duly executed by the applicable Company and approved by the Court.

14. At any time during the SSP, the Monitor may, in its reasonable business judgment,
eliminate a Bidder from any of the SSPs, in which case such party will no longer be a
Bidder for the purposes of such SSP, provided however, this provision does not apply to
either of the Stalking Horse Bidders. For greater certainty, the Monitor may, in its
reasonable business judgment, eliminate a Bidder participating in multiple SSPs from one
SSP but not other SSPs.

15. None of the Companies nor any of their Representatives or affiliates shall meet or

communicate with a Potential Bidder, Interested Party, Bidder or Qualified Bidder
(including the Stalking Horse Bidders in respect of the Stalking Horse Bids) regarding
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any Transaction or Opportunity without (a) first informing and obtaining the consent of
the Monitor, and (b) allowing the Monitor the right and opportunity to participate in such
meeting, management presentation or communication. In the event a disagreement arises
between the Companies and the Monitor with respect to any matters related directly or
indirectly to this SSP, the Monitor, unless otherwise ordered by the Court, shall have the
sole authority to make a final decision with respect to such matters.

16.  Neither the Companies nor their Representatives or affiliates shall communicate the
identities of any Interested Parties or information in respect of any bids or transaction
documents to representatives of either of the Stalking Horse Bidders, whether in that
capacity or any other capacity, unless and until the identities of the Qualified Bidders are
exchanged with all other Qualified Bidders at Auction. For greater certainty, the
foregoing provision is not intended to prevent or restrict the Companies or their
Representatives from meeting or communicating with either of the Stalking Horse
Bidders or any party related thereto regarding matters that do not relate to the SSP.

17.  The Monitor, with the Companies’ assistance, shall afford each Bidder such access to
applicable due diligence materials and information pertaining to the applicable SSP or
SSPs as the Monitor deems appropriate in its reasonable business judgment. Due
diligence access may include management presentations, access to the Data Room(s),
on-site inspections, and other matters which a Bidder may reasonably request and which
the Monitor deems appropriate. The Monitor will designate one or more representatives
to coordinate all reasonable requests for additional information and due diligence access
from each Bidder and the manner in which such requests must be communicated.
Neither the Debtor nor the Monitor will be obligated to furnish any information relating
to the Property to any person other than to Bidders. For the avoidance of doubt, selected
due diligence materials may be withheld from certain Bidders if the Monitor determines
such information to represent proprietary or sensitive competitive information.

Formal Offers and Determination of Qualified Bids

18.  Bidders will be able to refer to template Purchase Agreements (which will be based on
the Stalking Horse Agreements) placed in the Data Rooms.

19.  Bidders that wish to make a formal offer within one or more of the SSPs (a “Sale
Proposal”) must submit such Sale Proposal to the Monitor so as to be received by the
Monitor not later than 5:00 PM (Toronto Time) on (a) May 21, 2018 with respect to the
Top Aces SSP, and (b) June 4, 2018 with respect to the Northern SSP (the “Bid
Deadline”). All Sale Proposals in respect of the applicable transactions must be in the
form of a duly authorized and executed Purchase Agreement with any changes disclosed
in a comparison against the template Purchase Agreement, if applicable, and delivered by
email and/or hard copy to each of the persons specified in Schedule “C” hereto. Bidders
who wish to submit a Sale Proposal for the assets of any or all of GSH, ATL and/or DMS
may submit any such Sale Proposal in a separate form of asset purchase agreement
reflecting terms consistent with an insolvency transaction, including without surviving
representations and warranties. For greater certainty, Bidders must submit a separate

25036794.2



491

Purchase Agreement or asset purchase agreement for each SSP in which the Bidder is
making a Sale Proposal.

20.  The Monitor, in consultation with the Debtor, may modify the Bid Deadline with respect
to some or all of the SSPs.  Any such modification shall be communicated to all Bidders
for the applicable SSP in writing and posted on the Monitor’s Website.

21.  In order to be considered a “Final Bid”, a Sale Proposal shall include the following terms
(collectively, the “Final Bid Criteria”):

(a) Subject to subsection (b) below, that the bid is binding and irrevocable until the
earlier of (i) 30 days after the Bid Deadline and (ii) approval by the Court of the
Accepted Bid (the “Bid Termination Date”);

(b) include an acknowledgement that if such Final Bid is selected by the Monitor as
the Backup Bid at the Auction, such Final Bid shall remain binding, irrevocable
and open for acceptance by the Debtor until the closing of the transaction with the
Successful Bidder;

(c) include a refundable cash deposit in the form of a wire transfer (to a bank account
specified by the Monitor) or such other form of deposit as is acceptable to the
Monitor, payable to the Monitor, in trust, in an amount equal to 15% (the
“Deposit”) of the purchase price contemplated by the Bidder’s Final Bid;

(d) provide contact information (including an email address) for the Bidder and
disclose the identity of each entity (including its ultimate shareholders and/or
sponsors) that will be bidding for the Property or otherwise participating in a
Final Bid and the complete terms of any such participation;

(e) include written evidence of a firm, irrevocable commitment for financing or other
evidence of an ability to consummate the proposed transaction or transactions
comprising the Final Bid, that will allow the Monitor to make a determination as
to the Bidder’s financial and other capabilities to consummate the proposed
transaction;

® include acknowledgments and representations of the Bidder that: (i) it has had an
opportunity to conduct any and all due diligence regarding the Property, the
Companies or otherwise prior to making its bid; (ii) it has relied solely upon its
own independent review, investigation and/or inspection of the Property
(including, without limitation, any documents in connection therewith) in making
its bid; and (iii) it did not rely upon any written or oral statements,
representations, warranties, or guarantees whatsoever, whether express, implied,
statutory or otherwise, regarding the Property or the Companies or the
completeness of any information provided in connection therewith, except as
expressly contemplated in any definitive documentation duly executed by the
Successful Bidder and the applicable Company and approved by the Court;
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(2) include written evidence, in form and substance reasonably satisfactory to the
Monitor, of authorization and approval from the Bidder’s board of directors (or
comparable governing body) with respect to the submission, execution, delivery
and closing of the transaction contemplated by the Final Bid,;

(h)  provides value to the creditors and other stakeholders of the Companies (having
regard to the relative priority of creditor claims) that is equal to or greater than the
value of the applicable Stalking Horse Agreement;

(1) describes the specific Property to be acquired by the Bidder;
()] details of any liabilities to be assumed by the Bidder;

(k) not be subject to further due diligence;

)] not be subject to financing;

(m) include a description of any regulatory or other third-party approvals required for
the Bidder to consummate the proposed transaction, and the time period within
which the Bidder expects to receive such regulatory and/or third-party approvals,
and those actions the Bidder will take to ensure receipt of such approvals as
promptly as possible;

(n) include a description of any desired arrangements with respect to transition
services that may be required from any of the Companies in connection with the
sale transaction;

(o) not be subject to any conditions precedent except those that are customary in a
transaction of this nature;

(p)  not be conditional upon approval by the Court of any bid protection, such as a
break-up fee, termination fee, expense reimbursement or similar type of payment;

@ be received by the Bid Deadline; and

9] contemplate closing the transaction set out therein on or before July 31, 2018 (the
“Closing Date Deadline”).

22.  The Monitor may, if it deems appropriate or desirable in the circumstances, modify or
amend the Final Bid Criteria.

23.  Following the Bid Deadline, the Monitor will determine if each Sale Proposal delivered
to the Monitor meets the Final Bid Criteria, provided that each Sale Proposal may be
negotiated among the Monitor and the applicable Bidder and may be amended, modified
or varied to improve such Sale Proposal as a result of such negotiations. The Monitor
shall be under no obligation to negotiate identical terms with, or extend identical terms to,
each Bidder.
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24.  The Monitor may make any modification to the SSP it considers appropriate in the
circumstance and, where it considers such modification to be material, it may seek Court
approval of such modification on notice to parties in the CCAA Proceeding. For greater
certainty, the extension of any deadline by up to two weeks shall not be considered
material.

25.  If a Sale Proposal meets the Final Bid Criteria, as determined by the Monitor in its sole
discretion, such Final Bid will be deemed to be a “Qualified Bid” and the Bidder in
respect of each such Qualified Bid shall be a “Qualified Bidder” in respect of the
applicable SSP. The Monitor may waive strict compliance with any one or more of the
Final Bid Criteria and deem such non-compliant Sale Proposal to be a Qualified Bid,
provided that doing so shall not constitute a waiver by the Monitor of the Final Bid
Criteria or an obligation on the part of the Monitor to designate any other Sale Proposal
as a Qualified Bid.

Selection of Successful Bidders

26.  Within five (5) Business Days of the applicable Bid Deadline, or at such later time as the
Monitor may deem appropriate, the Monitor will advise each Bidder if its Sale Proposal
is a Qualified Bid (the “Notification Date”) with respect to the applicable SSP.

27.  Each Stalking Horse Bidder is, and is deemed to be, a Qualified Bidder in respect of the
applicable SSP and each Stalking Horse Agreement is, and is deemed to be, a Qualified
Bid for all purposes in connection with the applicable SSP.

28.  If one or more Qualified Bids (in addition to the Stalking Horse Agreement) for a
particular SSP is received by the Bid Deadline, all Qualified Bidders for such SSP
(including the applicable Stalking Horse Bidder) shall proceed to an Auction to be held
on the applicable auction date (set out in the Auction Procedures below), which shall
proceed according to the Auction Procedures to identify the Successful Bidder. The
Monitor, in consultation with the Debtor, may postpone or delay the commencement of
an Auction with respect to either or both of the SSPs in accordance with the Auction
Procedures.

29.  If no Qualified Bid for a SSP other than the applicable Stalking Horse Agreement is
received by the Bid Deadline, an Auction for such SSP will not be held and that Stalking
Horse Bidder will be declared to be the Successful Bidder with respect to the applicable
Transaction. The “Accepted Bid” for a SSP will be either (i) the applicable Stalking
Horse Agreement if no other Qualified Bid for such SSP is received by the Bid Deadline
or so designated by the Monitor; or (ii) in the event of an Auction, the superior bid as
determined by the Monitor pursuant to the Auction Procedures. The party that
submitted the Accepted Bid for a SSP is referred to herein as the “Successful Bidder”
with respect to such SSP.

30.  Within seven (7) Business Days of the selection of an Accepted Bid for a Transaction (or
as soon as reasonably possible thereafter), the Debtor shall file an Approval Motion. Al
of the Qualified Bids for the particular Transaction and SSP other than the Accepted Bid
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and the Backup Bid shall be deemed rejected by the Monitor on and as of the date of
approval of the applicable Accepted Bid by the Court.

31.  All Deposits received by the Monitor in connection with the SSP will be retained by the
Monitor in trust in one or more separate bank accounts. Any Deposit held by the
Monitor with respect to the Accepted Bid (plus accrued interest, if any) will be
non-refundable (other than as may be provided for in the Purchase Agreement that
constitutes the Accepted Bid) and will be applied to the purchase price to be paid by the
Successful Bidder upon closing of the transaction under the Accepted Bid. The
Deposits (plus applicable interest, if any) of Bidders not selected as Qualified Bidders
will be returned to such Bidders within three (3) Business Days of the Notification Date.
The Deposits (plus applicable interest, if any) of Qualified Bidders (other than the
Backup Bidder) not selected as the Successful Bidder will be returned to such parties
within three (3) Business Days of the Bid Termination Date. The Deposit of the Backup
Bidder, if any, will be returned to such Backup Bidder upon the Closing of the
Transaction with the Successful Bidder, together with applicable interest, if any.

32.  If the Successful Bidder for any Transaction fails to close the transaction contemplated
by the Accepted Bid by the Closing Date Deadline or such other date as may otherwise
be mutually agreed upon among one or more of the Companies, the Monitor and the
Successful Bidder, the Monitor shall be authorized but not required to: (a) direct any
Company that is a party to such Accepted Bid to exercise such rights and remedies as are
available to the applicable Company under the Accepted Bid including, if applicable,
deeming that the Successful Bidder has breached its obligations pursuant to the Accepted
Bid and that the Successful Bidder has forfeited its Deposit to the applicable Company;
(b) designate the Backup Bidder as the Successful Bidder and direct the applicable
Company to close the Transaction under the Backup Bid; or (c) take such other steps as it
deems advisable, including seeking further advice and directions from the Court. The
Companies reserve their right to seek all available remedies, including damages or
specific performance, in respect of any defaulting Successful Bidder (including any
Backup Bidder designated as a Successful Bidder).

Confidentiality and Access to Information

33.  Each Potential Bidder, Interested Party, Bidder or Qualified Bidder (including the
Stalking Horse Bidder) shall not be permitted to receive any confidential or competitive
information that is not made generally available to all participants in the SSP, including
the number or identity of Potential Bidders, Bidders, Qualified Bidders, and Qualified
Bids; the details of any bids, Sale Proposals or Final Bids submitted; or the details or
existence of any confidential discussions or correspondence among the Companies, the
Monitor and any Bidder in connection with the SSP.

34.  In addition, the Monitor may consult with any other parties with a material interest (as
determined in the Monitor’s sole discretion) in the CCAA Proceeding regarding the status
and material information and developments relating to the SSP to the extent considered
appropriate by the Monitor and taking into account, among other things, whether such
party is a Bidder, Qualified Bidder, or other participant or prospective participant in the
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SSP; provided that such parties may be required to enter into confidentiality
arrangements satisfactory to the Monitor. For greater certainty, the Stalking Horse
Bidders or their Representatives or affiliates shall not be entitled to any information
regarding the status of the SSP unless such information is provided to all Qualified
Bidders in the process.

Supervision of the SSP

35.  The Monitor will oversee, in all respects, the conduct of the SSP and, without limitation,
the Monitor will participate in the SSP in the manner set out herein and in the SSP Order.
All discussions or inquiries to the Companies regarding the SSP shall be directed to the
Monitor. Under no circumstances should Representatives of the Companies be
contacted directly or indirectly in respect of the SSP, including diligence requests,
without the prior written consent of the Monitor. Any such unauthorized contact or
communication could result in exclusion from the SSP. For greater certainty, the
foregoing provision is not intended to prevent or restrict the Companies or their affiliates
and Representatives from meeting or communicating with any Stalking Horse Bidder, in
a capacity other than as a Stalking Horse Bidder, or any party related thereto regarding
matters that do not relate to the SSP.

36.  Other than as specifically set forth in the Stalking Horse Agreements or in a definitive
agreement between the applicable Company and a Successful Bidder, the SSP does not,
and will not be interpreted to, create any contractual or other legal relationship among the
Companies, the Monitor, any Potential Bidder, Interested Party, Bidder, Qualified Bidder,
the Successful Bidder, or any other party.

37. Subject to the terms of the Initial Order or other Court order and any entitlement of the
Stalking Horse Bidder to a Stalking Horse Expense Reimbursement, participants in the
SSP are responsible for all costs, expenses and liabilities incurred by them in connection
with the submission of any Final Bid, participation in the SSP, Auction, due diligence
activities, and any further negotiations or other actions whether or not they lead to the
consummation of a transaction.
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SCHEDULE “A”- REFERENCES AND DEFINITIONS

In this document, unless the context otherwise required, words importing the singular
include the plural and vice versa. Capitalized terms used herein and not otherwise
defined shall have the meaning given to them in the Initial Order. Except where
otherwise expressly provided, all dollar reference amounts are to Canadian dollars.

The terms below shall have the following meaning given to them:
(a) “Accepted Bid” has the meaning given to it in paragraph 29;

(b) “Air Tindi Transaction” means the transaction contemplated by the ATL
Stalking Horse Agreement or any other transaction under the ATL Stalking Horse
Agreement or any superior bid pursuant to the process set out herein;

() “Approval Motion” means the Debtor’s motion or motions to be filed with the
Court seeking one or more orders to approve the Accepted Bids;

(d  “ATL” means Air Tindi Ltd.;
(e) “ATL Property” has the meaning given to it in the Introduction;

® “ATL Shares” means 1870 issued and outstanding Class A common shares in the
capital of ATL, being 100% of the issued and outstanding shares of ATL;

(2) “ATL SSP” means the sale and solicitation process to solicit bids for the ATL
Property as set out herein;

(h) “ATL Stalking Horse Agreement” means the stalking horse agreement between
the Debtor and the Northern Stalking Horse Bidder dated as of March 21, 2018, as
the same may be amended, modified, improved or changed pursuant to the terms
of this SSP, for the purchase and sale of the ATL Property;

(1) “Auction” means an auction conducted pursuant to this SSP pursuant to the
Auction Procedures;

() “Auction Location” has the meaning given to it in paragraph 1 of the Auction
Procedures;

(k) “Auction Procedures” mean the auction procedures set out in Schedule “D”
hereto;

O “Backup Bid” has the meaning given to it in paragraph 13 of the Auction
Procedures;
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“Backup Bidder” has the meaning given to it in paragraph 13 of the Auction
Procedures;

“Bid Deadline” has the meaning given to it in paragraph 19;
“Bid Termination Date” has the meaning given to it in paragraph 21(a);
“Bidder” has the meaning given to it in paragraph 12;

“Business Day” means any day, other than Saturday or Sunday, on which the
principal commercial banks in Toronto are open for commercial banking business
during normal banking hours;

“CCAA” has the meaning given to it in the Introduction;
“CCAA Proceeding” has the meaning given to it in the Introduction;

“Clairvest” means Clairvest Group Inc. and all of its affiliates including certain
funds managed by Clairvest Group Inc. and Mr. G. John Krediet;

“Closing Date Deadline” has the meaning given to it in paragraph 21(r);

“CIM” means a confidential information memorandum to be prepared in
connection with the SSP with respect to such Company’s Property and business;

“Companies” means the Debtor, Top Aces, Top Aces Holdco, GSH, ATL and
DMS, and “Company” means any of them;

“Court” has the meaning given to it in the Introduction;

“Credit Bid” means a bid that provides for all or part of the consideration to be
paid to be satisfied by way of a credit bid of secured indebtedness of the Debtor;

“Data Rooms” means the electronic data rooms to be established in connection
with the SSP;

“Deposit” has the meaning given to it in paragraph 21(c);
“Debtor” has the meaning given to it in the Introduction;

“Discovery Mining Transaction” means the transaction contemplated by the
DMS Stalking Horse Agreement or any other transaction under the DMS Stalking
Horse Agreement or any superior bid pursuant to the process set out herein;

“DMS” means Discovery Mining Services Ltd.
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“DMS Property” has the meaning given to it in the Introduction;

“DMS Shares” means 22,883,047 issued and outstanding Class A common shares
in the capital of DMS, being 100% of the issued and outstanding shares of DMS;

“DMS SSP” means the sale and solicitation process to solicit bids for the DMS
Property as set out herein;

“DMS Stalking Horse Agreement” means the stalking horse agreement between
the Debtor and the Northern Stalking Horse Bidder dated as of March 21, 2018 as
the same may be amended, modified, improved or changed pursuant to the terms
of this SSP for the purchase and sale of the DMS Property;

“Final Bid” has the meaning given to it in paragraph 19;
“Final Bid Criteria” has the meaning given to it in paragraph 20;

“Great Slave Transaction” means the transaction contemplated by the GSH
Stalking Horse Agreement or any other transaction under the GSH Stalking Horse
Agreement or any superior bid pursuant to the process set out herein;

“GSH” means Great Slave Helicopters Ltd.;
“GSH Property” has the meaning given to it in the Introduction;

“GSH Shares” means (i) 157,891,795 issued and outstanding Class A common
shares; (ii) 1,111 issued and outstanding Class D common shares; (iii) 40,000,000
issued and outstanding Class E common shares; (iv) 7,624 issued and outstanding
Class F Preferred shares; (v) 11,072 issued and outstanding Class G Preferred
shares; and (vi) 14,400 issued and outstanding Class H Preferred shares, in each
case of the capital of GSH, being 100% of the issued and outstanding shares of
GSH;

“GSH SSP” means the sale and solicitation process to solicit bids for the GSH
Property as set out herein;

“GSH Stalking Horse Agreement” means the stalking horse agreement between
the Debtor and the Northern Stalking Horse Bidder dated as of March 21, 2018 as
the same may be amended, modified, improved or changed pursuant to the terms
of this SSP for the purchase and sale of the GSH Property;

“Initial Order” has the meaning given to it in the Introduction;
“Interested Party” has the meaning given to it in paragraph 11;

“Potential Bidders” has the meaning given to it in paragraph 6;
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“Leading Bid” has the meaning given to it in paragraph 11 of the Auction
Procedures;

“Monitor” has the meaning given to it in the Introduction;

“Monitor’s Website” means the Monitor’s website at
www.ksvadvisory.com/insolvency-cases/discovery-air.

“NDA” a non-disclosure agreement to be used in connection with the solicitation
of bids in this SSP;

“Northern SSP” means collectively the GSH SSP, ATL SSP and DMS SSP;

“Northern Transactions” means the Great Slave Transaction, Air Tindi
Transaction and Discovery Mining Transaction;

“Northern Stalking Horse Bidder” means 10671541 Canada Inc.;

“Northern Stalking Horse Agreements” means the GSH Stalking Horse
Agreement, ATL Stalking Horse Agreement and DMS Stalking Horse
Agreement;

“Notice” has the meaning given to it in paragraph 6;

“Notification Date” has the meaning given to it in paragraph 26;
“Opportunity” has the meaning given to it in paragraph 1;

“Overbid” has the meaning given to it in paragraph 9 of the Auction Procedures;

“Property” means the Top Aces Property, GSH Property, ATL Property and/or
DMS Property as the context may require;

“Purchase Agreements” means the template forms of purchase agreements to be
placed in the Data Rooms upon which Bidders are to make Sale Proposals;

“Qualified Bid” has the meaning given to it in paragraph 25;
“Qualified Bidder” has the meaning given to it in paragraph 25;

“Representatives” means, with respect to a particular party, such party’s
directors, officers, employees, partners, principals, advisors (including legal and
financial advisors) and agents provided that with respect to the Companies,
“Representatives” shall not include any individual who is an employee, director,
officer, partner, principal or advisor to Clairvest.
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“Stalking Horse Agreements” means, collectively, the Top Aces Stalking Horse
Agreement and the Northern Stalking Horse Agreements.

“Stalking Horse Bidder” means the Top Aces Stalking Horse Bidder and the
Northern Stalking Horse Bidder; '

“Starting Bid” has the meaning given to it in paragraph 7 of the Auction
Procedures;

“Subsequent Bid” has the meaning given to it in paragraph 4 of the Auction
Procedures;

“Successful Bidder” has the meaning given to it in paragraph 29;

“Teaser Letter” means the process summary letters to be prepared by the
Monitor, in consultation with the Companies, in connection with the SSP;

“Top Aces” means Top Aces Inc. (formerly known as Discovery Air Defence
Services Inc.);

“Top Aces Holdco” means Top Aces Holdings Inc.;

“Top Aces Holdco Shares” means 253.83602 issued and outstanding Class A
common shares in the capital of Top Aces Holdco, being 100% of the issued and
outstanding shares of Top Aces Holdco owned by the Debtor;

(www) “Top Aces Property” has the meaning given to it in the Introduction;

(xxx)

(yyy)

(zzz)

“Top Aces SSP” means the sale and solicitation process to solicit bids for the Top
Aces Property as set out herein;

“Top Aces Stalking Horse Agreement” means the stalking horse agreement
between the Debtor and the Top Aces Stalking Horse Bidder dated as of March
21, 2018 as the same may be amended, modified, improved or changed pursuant
to the terms of this SSP for the purchase and sale of the Top Aces Property;

“Top Aces Stalking Horse Bidder” means, collectively, CEP IV Co-Investment
Limited Partnership, Clairvest Equity Partners IV Limited Partnership, Clairvest
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Equity Partnership IV-A Limited Partnership, DA Holdings Limited Partnership
and G. John Krediet.

(aaaa) “Top Aces Transaction” means the transaction contemplated by the Top Aces
Stalking Horse Agreement or any other transaction under the Top Aces Stalking
Horse Agreement or any superior bid pursuant to the process set out herein;

(bbbb) “Transactions” means the Top Aces Transaction, Great Slave Transaction, Air
Tindi Transaction and/or Discovery Mining Transaction.



SCHEDULE “B”

Acknowledgement of the Sale and Solicitation Process

TO: Discovery Air Inc.

AND TO: KSV Kofman Inc. in its capacity as monitor in the CCAA proceedings of
Discovery Air Inc.

RE: Sale and Solicitation Process in respect of the following Transaction(s) [check all
that apply]:

o Top Aces Transaction

i Great Slave Transaction

i Air Tindi Transaction

i Discovery Mining Transaction

The undersigned hereby acknowledges receipt of the sale and solicitation process
approved by the Order of the Honourable Justice Hainey of the Ontario Superior Court of
Justice (Commercial List) dated April 4, 2018 (the “SSP”) and that compliance with the
terms and provisions of the SSP is required in order to participate in the SSP and for any
Final Bid (as defined in the SSP) to be considered by the Monitor.

This day of ,2018.

[Insert Interested Party name]

Per:
Email Address:
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SCHEDULE “C” — ADDRESSES FOR NOTICES

KSV Kofman Inc.

Court-Appointed Monitor in Discovery Air Inc.’s CCAA proceedings

150 King Street West
Suite 2308, Box 42
Toronto ON MS5H 1J9

Attention: Bobby Kofman & David Sieradzki

Email: bkofman@ksvadvisory.com/ dsieradzki@ksvadvisory.com

-with copies to-

Goldman Sloan Nash & Haber LLP
Lawyers for the Debtor

1600-480 University Avenue
Toronto, ON M5G 1V2

Attention: Mario Forte and Jennifer Stam

Email: forte@gsnh.com/ stam{@gsnh.com

Goodmans LLP

Lawyers for the Monitor
Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto ON M5H 287

Attention: L. Joseph Latham and Bradley Wiffen

Email: jlatham@goodmans.ca / bwiffen@goodmans.ca
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SCHEDULE “D” - AUCTION PROCEDURES

The Auctions, if any, shall be conducted by the Monitor, at the offices of
Goodmans LLP, 333 Bay Street, Suite 3400, Toronto, ON, M5H 2S7 or such
other location as the Monitor may choose in advance of the commencement of an
Auction (the “Auction Location”) commencing at 10:00 a.m. (Toronto time) on
the following dates:

e Top Aces SSP: May 21, 2018
e Northern SSP: June 14, 2018

No later than 24 hours prior to the scheduled date of the Auction, the Monitor
shall communicate any change in the Auction Location from the offices of
Goodmans LLP to another location to all applicable Qualified Bidders in writing
(including by e-mail) and post notice of such change in location at the offices of
Goodmans LLP and on the Monitor’s Website.

To the extent that the Monitor is to conduct multiple Auctions, it may choose to
conduct such Auctions concurrently or consecutively in its discretion. Any
delay or postponement of the commencement of an Auction shall be
communicated in accordance with paragraph 27 of the SSP.

Unless otherwise ordered by the Court or consented to in writing by the Monitor,
only the authorized representatives and professional advisors of the Monitor, the
Companies and the applicable Qualified Bidders (including, for cettainty, the
applicable Stalking Horse Bidder) invited to an Auction shall be eligible to attend
an Auction and make any Subsequent Bid (as defined below) at an Auction.
Administrative personnel, including without limitation, a court reporter or similar
official, will also attend an Auction at the invitation of the Monitor.

At an Auction, all applicable Qualified Bidders (including, for certainty, a
Stalking Horse Bidder) shall be permitted to increase their Qualified Bids in
accordance with the procedures set forth herein (each, a “Subsequent Bid”). All
Subsequent Bids presented during an Auction shall be made and received in one
room on an open basis. All Qualified Bidders participating in an Auction shall be
entitled to be present for all bidding with the understanding that the true identity
of each participating Qualified Bidder shall be fully disclosed to all other
Qualified Bidders and that all material terms of each Subsequent Bid presented
during an Auction will be fully disclosed to all Qualified Bidders throughout an
Auction.

In order to participate in an Auction and submit a Subsequent Bid(s), all Qualified
Bidders must have at least one individual representative with authority to bind
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1.

such Qualified Bidder present in person at the Auction Location during the
Auction.

All proceedings at an Auction shall be transcribed by a person(s) designated by
the Monitor.

At least two (2) days prior to an Auction, the Monitor will advise all Qualified
Bidders for the applicable SSP which of the Qualified Bids (including a Stalking
Horse Agreement) the Monitor has determined in its reasonable business
judgment, after consultation with its advisors and the Companies, constitutes the
superior Qualified Bid (the “Starting Bid”).

The Starting Bid will be deemed to be the first bid at the Auction and bidding at
the Auction will continue, in one or more rounds of bidding, so long as during
each round, at least one Subsequent Bid is submitted by a Qualified Bidder that,
in the reasonable business judgement of the Monitor (i) improves upon the then
Leading Bid (as herein defined) and (ii) meets the Overbid requirement.

The first round of bidding at an Auction in respect of the following processes and
transactions shall commence in increments to be established by the Monitor and
communicated to all Qualified Bidders no later than 2 days prior to the
commencement of the applicable Auction (each an “Overbid”). The Monitor in
its sole discretion shall be entitled to change the amount of the applicable Overbid
at the commencement of or in subsequent rounds of bidding at the Auction.

Credit Bids will be permitted at an Auction, provided that the validity of such
secured indebtedness has been confirmed by the Monitor in its sole satisfaction
prior to commencement of such Auction. Bidding shall continue until such time
as the superior bid in any Auction is determined by the Monitor, in its reasonable
business judgment, after consultation with its advisors. The Monitor, in its sole
discretion, shall have the right to modify the bidding increments at the
commencement of any round of the Auction. Insofar as a Subsequent Bid
(including any Subsequent Bid by a Stalking Horse Bidder) includes a Credit Bid
or the assumption of liabilities, the Monitor shall determine the value of the
consideration provided by such Subsequent Bid presented at the Auction, and in
making such determination shall take into account the amount and priority of any
Credit Bid and any liabilities to be assumed by a Qualified Bidder.

After the first round of bidding and between each subsequent round of bidding,
the Monitor shall announce the Subsequent Bid that the Monitor has determined
in its reasonable business judgment, after consultation with its advisors, to be the
superior bid (the “Leading Bid”). At the commencement of the Auction, the
Starting Bid shall be the Leading Bid. A round of bidding will conclude after
each participating Qualified Bidder has had an opportunity to submit a
Subsequent Bid with full knowledge of the Leading Bid.
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13.

14.

If no Qualified Bidder submits a Subsequent Bid (as determined by the Monitor)
after a period of 30 minutes following the Monitor’s acceptance of a Subsequent
Bid as the Leading Bid, and provided that the Monitor chooses not to adjourn the
subject Auction, the Leading Bid shall be the Accepted Bid, whereupon such
Auction will be concluded. The Monitor shall have the right, but not the
obligation, to extend the time period to submit a Subsequent Bid.

If an Auction is conducted, the Monitor shall determine, in its reasonable business
judgment after consultation with its advisors, the next best Qualified Bid after the
Accepted Bid (the “Backup Bid”). The Qualified Bidder that has submitted the
Backup Bid will be designated as the “Backup Bidder”. The Backup Bidder shall
be required to keep its last submitted Subsequent Bid, or if it has not made a
Subsequent Bid, its Qualified Bid (the “Backup Bid”) open and irrevocable until
the closing of the transaction with the Successful Bidder pursuant to the terms of
the SSP.

At or during an Auction, the Monitor, after consultation with its advisors, may
employ and announce additional procedural rules that are fair and reasonable
under the circumstances for conducting such Auction; provided, however, that
such rules are (a) not inconsistent with the SSP or these Auction Procedures, the
CCAA, the SSP Order, or any other order of the Court entered in connection with

the SSP or Auction Procedures and (b) disclosed to each Qualified Bidder at or.

during the Auction.
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Appendix “C”



DISCOVERY AIR INC. ANNOUNCES APPROVAL OF SALE PROCESS TO
PRESERVE BUSINESS; AFFILIATES OF CLAIRVEST SUBMIT STALKING
HORSE BIDSTO PURCHASE ASSETS

Toronto, ON - March 21, 2018 - Discovery Air Inc. (“Discovery”) was granted protection
under the Companies’ Creditors Arrangement Act (“CCAA”) pursuant to an order (the
“Initial Order”) of the Ontario Superior Court of Justice (“Court”). Pursuant to the Initial

Order, KSV Kofman Inc. (“KSV”) was appointed as the CCAA monitor (* Monitor”).

On April 4, 2018, the Court granted an order (the “SSP Order”) approving a sae
solicitation process (“SSP”) for the sale of Discovery’s shares of its wholly owned
subsidiaries Great Slave Helicopters Ltd. (“GSH”), Air Tindi Ltd. (*ATL”) and
Discovery Mining Services Ltd. (“DMS”) and its remaining minority interest in its
former defence business along with certain other residual assets of Discovery. Discovery
previously announced that it has entered into four asset purchase agreements with one or
more affiliates of Clairvest Group Inc. (“Clairvest”) for the sales of such interests.
Pursuant to the SSP Order, the asset purchase agreements were approved for the purpose
of constituting “stalking horse agreements” in the SSP. Pursuant to the SSP O rder, the
Monitor will conduct and oversee the sale process.

Under the SSP, interested parties must submit qualified bids by no later than (a) May 21,
2018 for the shares of the former defence business with any auction to take place on May
31, 2018; and (b) June 4, 2018 for any of the shares or assets of GSH, ATL and/or DMS
with any auctions to take place on June 14, 2018. It is expected that Court approval of
the final transactions (the “Approval Hearing”) will be sought shortly after completion of
any auctions and closing of all transactions is contemplated to occur no later than July 31,
2018. During that time GSH, ATL and DMS will continue to operate in the ordinary
course.

On April 4, 2018, the Court also granted an Order approving an extension of Di scovery’s
stay of proceedings to and including June 29, 2018. As previously announced, although
not applicants, the stay of proceedings extends to GSH, ATL and DMS to prevent
creditor actions against them as a result of Discovery’s filing for CCAA protection.
Discovery anticipates that it will seek a further extension of the stay at the Approva
Hearing to allow the transactions to be completed.

A copy of the Initial Order, SSP Order and other Court materials and information related
to the Company’s CCAA proceedings is available on the Monitor’s website at
http://www.ksvadvisory.com/insolvency -cases/discovery-air/.

About Discovery Air

Discovery Air, through its subsidiaries, is a specialty aviation business with operationsin
the medevac equipped aircraft services, air charter services, helicopter operations and
transport and logistics support sectors.

For further information, contact Investor Relations at 866-903-3247.
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Discovery Air Inc.
announces approval of
sale process to preserve
business

Posted on April 11, 2018; Discovery Air Press Release
Discovery Air Inc. (Discovery) was granted protection under the Companies

Creditors Arrangement Act (CCAA) pursuant to an order (the Initial Order)
of the Ontario Superior Court of Justice (Court).

Pursuant to the Initial Order, KSV Kofman Inc. (KSV) was appointed as the
CCAA monitor (Monitor).

nEEy

W2 CERTCENTERCANADA

On April 4, 2018, the Court granted an order (the SSP Order) approving a
sale solicitation process (SSP) for the sale of Discovery’ s shares of its wholly
owned subsidiaries Great Slave Helicopters Ltd. (GSH), Air Tindi Ltd.
(ATL) and Discovery Mining Services Ltd. (DMS) and its remaining
minority interest in its former defence business along with certain other
residual assets of Discovery.
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Discovery previously announced that it has entered into four asset purchase
agreements with one or more affiliates of Clairvest Group Inc. (Clairvest) for
the sales of such interests.

Pursuant to the SSP Order, the asset purchase agreements were approved for
the purpose of congtituting “ stalking horse agreements” in the SSP. Pursuant
to the SSP Order, the Monitor will conduct and oversee the sale process.

Under the SSP, interested parties must submit qualified bids by no later than
(a) May 21, 2018 for the shares of the former defence business with any
auction to take place on May 31, 2018; and (b) June 4, 2018, for any of the
shares or assets of GSH, ATL and/or DM S with any auctions to take place on
June 14, 2018.

It is expected that Court approval of the final transactions (the Approval
Hearing) will be sought shortly after completion of any auctions and closing
of all transactions is contemplated to occur no later than July 31, 2018.

During that time GSH, ATL and DM S will continue to operatein the
ordinary course.

On April 4, 2018, the Court also granted an order approving an extension of
Discovery’s stay of proceedings to and including June 29, 2018. As
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previously announced, although not applicants, the stay of proceedings
extendsto GSH, ATL and DM Sto prevent creditor actions against them asa
result of Discovery’sfiling for CCAA protection.

Discovery anticipates that it will seek afurther extension of the stay at the
Approva Hearing to alow the transactions to be compl eted.

A copy of the Initial Order, SSP Order and other Court materials and
information related to the Company’s CCAA proceedingsis available on the
Monitor’s website.
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David Sieradzki
ksvadvisoryin@ 1°

150 King Street West, Suite 2308

Toronto, Ontario, M5H 1J9

T +1416 932 6030

F +1 416 932 6266

dsieradzki@ksvadvisory.com

ksvadvisory.com

April 2, 2018
DELIVERED BY EMAIL

Discovery Air Inc. Top Aces Inc.

170 Attwell Drive, Suite 370 1675 Trans Canada, Suite 201

Toronto, ON Dorval, Quebec, Canada

MOW 575 HOP 1J1

Attention: Alan Torrie, David Kleiman, Attention: Paul Bouchard

Paul Bernards, and Alasdair Martin

Dear Messrs. Torrie, Kleiman, Bernards, Martin and Bouchard:
Re: Discovery Air Inc. (the “Company”)

Pursuant to an order of the Ontario Superior Court of Justice (the “Court”) made on March 21, 2018 (the
“Initial Order”), the Company was granted protection under the Companies’ Creditors Arrangement Act and
KSV Kofman Inc. was appointed as the monitor (“Monitor”).

On April 4, 2018, the Company is seeking Court approval of a Sale Solicitation Process (“SSP”) (the “SSP
Order”). As you know, in developing the SSP, the Company, Monitor and counsel were cognizant of the
Company’s many connections with Clairvest Group Inc. and its affiliates (“Clairvest”), including in its
capacity as the Company’s principal shareholder, secured creditor, DIP lender and stalking horse bidder in
the SSP. As such, pursuant to the proposed SSP Order, the SSP is to be conducted by the Monitor with
the assistance of the Company’'s representatives and representatives of the Northern Businesses
(“Northern Businesses”), being Great Slave Helicopters Ltd., Air Tindi Ltd. and Discovery Mining Services
Ltd., and of Top Aces Inc. (“Top Aces”) (collectively, “Representatives”).

The purpose of this letter is to remind management of its obligation during the SSP that all information
regarding the SSP is to be kept confidential and not shared with any party, including representatives of
Clairvest, and that any communications from any interested parties must be directed immediately to the
Monitor.

Specifically, please note that both the SSP and the SSP Order specifically state:

e none of the “Companies” (which includes the Company, GSH, ATL, DMS, Top Aces Holdings Inc.
and Top Aces) nor any of the Representatives shall meet or communicate with any “potential
bidder, interested party, bidder or qualified bidder (including Clairvest)” without first obtaining the
consent of the Monitor and allowing the Monitor to participate in any communications;

e under no circumstances should any of the Companies or the Representatives be contacted directly
or indirectly by any interested parties without consent of the Monitor. This includes communication
for diligence requests;
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e none of the Companies nor any of the Representatives shall communicate the identities of any
interested parties or any other information regarding any bids or any transaction to either of the
stalking horse bidders; and

e none of the Companies nor any of the Representatives shall communicate directly with Clairvest
regarding any information relating to the SSP.

If you or any of your employees are contacted by any party regarding the SSP, please refer them directly
to the Monitor to ensure that both you and such interested party remain compliant with the SSP and the
SSP Order.

Thank you for your cooperation in this regard. Please advise all other Company, Northern Business and
Top Aces employees who may be involved in the SSP of the confidentiality obligations discussed in this
letter.

Should you have any questions, please contact the undersigned.

Yours very truly,

KSV KOFMAN INC.

IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY

Per: David Sieradzki

DS:rk
c.c. Jennifer Stam/Mario Forte (Goldman Sloan Nash & Haber LLP)
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David Sieradzki

ksv advisory ine? 18
150 King Street West, Suite 2308
Toronto, Ontario, M5H 1J9
T +1416 932 6030
F +1 416 932 6266
dsieradzki@ksvadvisory.com

ksvadvisory.com

May 22, 2018
DELIVERED BY EMAIL
Clairvest Group Inc.

22 St. Clair Avenue East

Suite 1700
Toronto, ON M4T 2S3

Attention: Adrian Pasricha and Jim Miller

Dear Adrian and Jim:

Re: Discovery Air Inc. (the “Company”)

We are writing in our capacity as monitor (“Monitor”), appointed pursuant to an order of the Ontario Superior
Court of Justice (Commercial List) (“Court”) made on March 21, 2018 in the Company’s proceedings under
the Companies’ Creditors Arrangement Act.

On April 4, 2018, the Court made an Order approving a sale solicitation process (“SSP”) for substantially
all of the Company’s property, assets and undertaking. All capitalized terms in this letter have the meanings
provided to them in the SSP.

The bid deadline for the Top Aces Property was May 21, 2018. The purpose of this letter is to declare the
Top Aces Stalking Horse Agreement as the Accepted Bid and the Top Aces Stalking Horse Bidder as the
Successful Bidder under the SSP for the Top Aces Property.

In accordance with the SSP, the Company will be bringing the Approval Motion in due course.

Should you have any questions, please contact the undersigned.

Yours very truly,

KSV KOFMAN INC.

IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY

Per: David Sieradzki

DS:rk

c.C. David Bish (Torys LLP)
Jennifer Stam/Mario Forte (Goldman Sloan Nash & Haber LLP)
Joe Latham (Goodmans LLP)
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David Sieradz@zo
ksv advisory inc.
150 King Street West, Suite 2308
Toronto, Ontario, M5H 1J9
T +1 416 932 6030

F +1 416 932 6266
dsieradzki @ksvadvisory.com

ksvadvisory.com

June 5, 2018
DELIVERED BY EMAIL

10671541 Canada Inc.
c/o Clairvest Group Inc.
22 St. Clair Avenue East
Suite 1700

Toronto, ON M4T 2S3

Attention: Adrian Pasricha and Jim Miller
Dear Adrian and Jim:
Re: Discovery Air Inc. (the “Company”)

We are writing in our capacity as monitor (“Monitor”), appointed pursuant to an order of the Ontario
Superior Court of Justice (Commercial List) (“Court”) made on March 21, 2018 in the Company’s
proceedings under the Companies’ Creditors Arrangement Act.

On April 4, 2018, the Court made an Order approving a sale solicitation process (“SSP”) for substantially
all of the Company’s property, assets and undertaking. All capitalized terms in this letter have the
meanings provided to them in the SSP.

The bid deadline for the ATL, GSH and DMS Property was June 4, 2018. The purpose of this letter is to
declare the ATL, GSH and DMS Stalking Horse Agreements as the Accepted Bids and the Northern
Stalking Horse Bidder as the Successful Bidder under the SSP for ATL, GSH and DMS Property.

In accordance with the SSP, the Company will be bringing the Approval Motion in due course.
Should you have any questions, please contact the undersigned.

Yours very truly,

KSV KOFMAN INC.

IN ITS CAPACITY AS COURT-APPOINTED MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY

Per: David Sieradzki

DS:rk

c.c. David Bish (Torys LLP)
Jennifer Stam/Mario Forte (Goldman Sloan Nash & Haber LLP)
Joe Latham (Goodmans LLP)
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Cash Flow Forecast
For the Period Ending July 31, 2018
(Unaudited; C$)
Notes  29-Apr-18 06-May-18  13-May-18  20-May-18  27-May-18 03-Jun-18 10-Jun-18 17-Jun-18 24-Jun-18 01-Jul-18 08-Jul-18 15-Jul-18 22-Jul-18 29-Jul-18 31-Jul-18 Tota
Receipts
Collections from Non-Applicant Subsidiaries 2 1,179,887 1,165,427 1,277,358 3,516,935 2,559,898 1,345,158 1,387,895 1,542,895 2,696,852 1,507,895 3,508,795 1,921,895 2,938,352 1,957,895 512,895 29,020,032
HST collections 3 - 28,000 - - 28,000 - 270,000 28,000 - - - - - - - 354,000
Total Receipts 1,179,887 1,193,427 1,277,358 3,516,935 2,587,898 1,345,158 1,657,895 1,570,895 2,696,852 1,507,895 3,508,795 1,921,895 2,938,352 1,957,895 512,895 29,374,032
Disbursements
Payments to Non-Applicant Subsidiaries for operations 4 1,817,262 5,276,881 1,248,032 3,190,706 1,363,641 2,936,349 1,930,578 1,954,508 2,107,398 2,040,169 2,765,775 1,939,982 2,308,840 1,027,791 1,471,817 33,379,728
Payroll costs 5 60,000 30,000 - 30,000 - 30,000 - 30,000 - 30,000 - 30,000 - - 1,680,000 1,920,000
Occupancy costs 6 - 13,285 - - - 13,285 - - - - - - - - - 26,570
Other sundry expenses 7 10,000 75,000 50,000 50,000 50,000 50,000 75,000 50,000 50,000 50,000 75,000 50,000 50,000 50,000 - 735,000
Debt service payments 8 20,417 64,000 60,000 39,000 - 64,000 88,333 39,000 - - 164,000 39,000 - - - 577,750
Professiona fees 9 219,000 - 225,000 - - 225,000 - - - - 225,000 - - - - 894,000
Total Disbursements 2,126,678 5,459,166 1,583,032 3,309,706 1,413,641 3,318,634 2,093,911 2,073,508 2,157,398 2,120,169 3,229,775 2,058,982 2,358,840 1,077,791 3,151,817 37,533,048
Net Cash Flow (946,791) _ (4,265,739) _ (305,674) 207,229 1,174,257  (1973476)  (436016) _ (502,613) 539,454 (612,274) 279,020 (137,087) 579,512 880,104 (2,638922) (8,159,016)
DIP Funding Requirement 29-Apr-18 06-May-18 13-May-18 20-May-18 27-May-18 03-Jun-18 10-Jun-18 17-Jun-18 24-Jun-18 01-Jul-18 8-Jul-18 15-Jul-18 22-Jul-18 29-Jul-18 31-Jul-18
Opening funding requirement 9,988,178  10,934969 15,200,708 15,506,382 15,299,153 14,124,896 16,098,373 16,534,389 17,037,002 16,497,547 17,109,821 16,830,801 16,967,888 16,388,376 15,508,272
Net cash flow (946,791)  (4,265739)  (305,674) 207,229 1,174,257  (1973476)  (436016)  (502,613) 539,454 (612,274) 279,020 (137,087) 579,512 880,104  (2,638922)
Closing funding requirement 10,934,969 15,200,708  15506,382 15,299,153 14,124,896 16,098,373 16,534,389 17,037,002 16,497,547 17,109,821 16,830,801 16,967,888 16,388,376 15,508,272 18,147,194
Permitted borrowings under CIBC facility 10 10,155,784 9,943,562 9,943,562 9,943,562 9943562  10,160517 11,097,874 11,097,874 11,097,874 11,097,874 14,118,111 14,118,111 14118111 14118111 14,118,111
DIP funding reguirement (779,185)  (5,257,146) (5562,820) (5355,591) (4,181,335) (5,937,856) (5436,514) (5939,127) (5,399,673) (6,011,947) (2,712690) (2,849,777) (2.270,265) (1,390,161)  (4,029,083)
Permitted DIP advances up to existing Maximum Amount 11 800,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000 4,400,000
Additional DIP funding surplus/(requirement) 20,815 (857,146)  (1,162,820) _ (955,591) 218,665  (1,537,856)  (1,036514) (1,539,127)  (999,673) (1611947) 1,687,310 1550223 2,129,735 3,009,839 370,917
Projected DIP Fecility, closing balance 8,979,185  13457,146 13,762,820 13555591 12,381,335 14,137,856 13,636,514 14,139,127  13599,673 14,211,947 10,912,690 11,049,777 10,470,265 9,590,161 12,229,083
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Purpose and General Assumptions

1

The purpose of this analysisisto present a cash flow forecast for Discovery Air Inc. (the "Company") for the period April 23,
2018 to July 31, 2018 in respect of its proceedings under the Companies' Creditors Arrangement Act. The Company isthe
only applicant in the proceedings. In accordance with the Initial Order, the cash flow reflects the cash management system
used by the Company and the Non-Applicant Subsidiaries (the "Non-Applicant Subsidiaries"), being Great Slave Helicopters
Ltd. ("GSH"), Air Tindi Ltd. ("TATL") and Discovery Mining Services Ltd ("DMS").

The cash flow forecast has been prepared based on hypothetical assumptions devel oped and prepared by the Company's
management.

Hypothetical Assumptions

2.

10.

11

Represents projected accounts receivable collections for GSH, ATL and DM, which are assumed to be collected in
accordance with existing customer payment terms and practices.

Represents net HST refundable.

Represents funding by the Company for the operating expenses of the Non-Applicant Subsidiaries, including payroll costs,
aircraft maintenance, equipment purchases, fuel, occupancy costs, insurance, travel, employee training, aircraft and

vehicle leases and debt service costs in respect of ATL'sloan facility with Textron Financial Corporation. All such expenses
are projected to be paid in the normal course in accordance with existing terms and payment practices.

Represents net payroll for the Company's employees.

Represents rent for the Company's head office in Toronto, Ontario and for aleased office in London, Ontario.

Represents telecommunications, technology, office supplies, utilities, accounting and other sundry expenses incurred by the
Company.

Represents the payment of debt service costs on the Company's secured credit facilities, as follows:

(a) interest to ECN Aviation Inc.;

(b) interest, letter of credit fees and a standby overdraft fee to Canadian Imperial Bank of Commerce ("CIBC"); and

(c) Interest to Roynat Inc. ("Roynat")

Represents payment of the estimated professional fees of the Monitor, itslegal counsel and the Company's legal counsel.

"Net assets available for borrowing" is calculated in accordance with CIBC's existing lending formula. The DIP Facility
is structured to fund any amounts required in excess of the Company's borrowing base.

Reflects permitted advances under the DIP Facility pursuant to the existing maximum amount of $12.6 million.
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COURT FILE NO.: CV-18-594380-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

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 DISCOVERY AIR INC.

THIRD REPORT OF KSV KOFMAN INC. AS MONITOR

April 24, 2018

1.0 Introduction

1. Pursuant to an Order of the Ontario Superior Court of Justice (Commercial List) (the
“Court”) made on March 21, 2018 (the “Initial Order”), Discovery Air Inc. (the
“Company”) was granted protection under the Companies’ Creditors Arrangement
Act, R.S.C. 1985, c. C-36, as amended (the “CCAA"), and KSV Kofman Inc. was
appointed monitor (the “Monitor”). A copy of the Initial Order is attached as Appendix
“A”.

2. The principal purpose of these CCAA proceedings is to conduct a sale solicitation
process (“SSP”) for the Company’s: (i) wholly-owned operating subsidiaries, Great
Slave Helicopters Ltd. (“GSH"), Air Tindi Ltd. and Discovery Mining Services Ltd.
(together, the “Non-Applicant Subsidiaries”); (ii) 9.7% interest in Top Aces Holdings
Inc. (“TA Holdings”), through which it holds an interest in Top Aces Inc. (“Top Aces”)
(formerly Discovery Air Defence Services Inc.); and (iii) other assets, including
intercompany claims, causes of action and other claims the Company may have
against the Non-Applicant Subsidiaries, TA Holdings, Top Aces and/or their officers
and directors.

3.  The SSP was approved pursuant to a Court Order made on April 4, 2018 (the “SSP
Approval Order”) and is presently being carried out by the Monitor.

1.1 Purposes of this Report
1.  The purposes of this report (“Report”) are to:
a) provide background information about the Company and these proceedings;

b) report on the Company’s revised cash flow projection for the period April 23,
2018 to July 31, 2018 (“Revised Cash Flow Forecast”);

ksv advisory inc. Page 1 of 6
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c) provide the basis for the Monitor's recommendation that the Court issue an
order:

i. approving the first amendment (the “First Amendment”) to the DIP term
sheet (the “DIP Facility”) dated as of March 21, 2018 between the Company
and CEP IV Co-Investment Limited Partnership (the “DIP Lender”), an
affiliate of Clairvest Group Inc. (together with its affiliates, “Clairvest”),
pursuant to which: (a) the maximum principal amount available under the
DIP Facility is to be increased from $12.6 million to $15 million; and (b) all
interest payable to the DIP Lender will accrue and there will be no cash
payment of interest absent further default; and

ii. providing that advances by the DIP Lender under the DIP Facility, as
amended by the First Amendment, are secured by the DIP Lender’s
Charge and the Intercompany Charges (both as defined in the Initial
Order).

1.2 Restrictions

1. In preparing this Report, the Monitor has relied upon the Company’s books and
records and discussions with the Company’s management. The Monitor has not
audited, reviewed or otherwise verified the accuracy or completeness of the
information in a manner that would comply with Generally Accepted Assurance
Standards pursuant to the Chartered Professional Accountants of Canada Handbook.

2. The Monitor expresses no opinion or other form of assurance with respect to the
financial information presented in this Report or relied upon by the Monitor in
preparing this Report. Any party placing reliance on the Company’s financial or other
information in this Report should perform its own diligence and any reliance placed by
any party on the information presented herein shall not be considered sufficient for
any purpose whatsoever.

3.  An examination of the Revised Cash Flow Forecast as outlined in the Chartered
Professional Accountant Canada Handbook has not been performed. Future oriented
financial information relied upon in this Report is based upon the Company’s
assumptions regarding future events; actual results achieved may vary from this
information and these variations may be material. The Monitor expresses no opinion
or other form of assurance on whether the Revised Cash Flow Forecast will be
achieved.

1.3 Currency

1.  All currency references in this Report are to Canadian dollars.

ksv advisory inc. Page 2 of 6
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2.0 Background

1. The Company is a holding company that provides management services to the Non-
Applicant Subsidiaries and Top Aces, including strategy, corporate finance,
accounting, legal, insurance, human resources and information technology. The
Company was founded in 2004 and is headquartered in Toronto, Ontario. Throughout
this Report, the Company and the Non-Applicant Subsidiaries are collectively referred
to as the “Group”.

2. The Group provides specialty aviation and logistics support services across Canada
and in select locations internationally, including the US, Bolivia and Chile. The
Group’s condensed corporate chart, including the Company’s residual interest in TA
Holdings, is provided below.

Discovery Air Inc.

9.7% 100% 100% 100% 100%
v v v v v
Top Aces Holdings Inc. Great Slave Air Tindi Ltd. Discovery Mining Discovery Air
Helicopters Ltd. Services Ltd. Technical Services Inc.
100%
\ 4
Top Aces Inc.

3.  Clairvest is the Company’s 95.5% shareholder (the balance of the shares are owned
by past and present management of the Company) and its most significant secured
creditor. As at January 31, 2018, the Company’s obligations owing to Clairvest under
its secured debentures totalled approximately $72.7 million, which obligations
continue to accrue interest and costs.

4, The affidavit of Paul Bernards, the Company's Chief Financial Officer, sworn
March 21, 2018, was filed with the Court in support of the Company’s application for
CCAA protection and provides, inter alia, details regarding the Company’'s
background, including the reasons for the commencement of these proceedings.
Mr. Bernards has also sworn an affidavit dated April 23, 2018 in support of this motion.

5. Further information regarding these proceedings and the Group’s background is
provided in the Monitor’s reports filed previously in these proceedings, copies of which
are available on its website at www.ksvadvisory.com/insolvency-cases/discovery-air.
All other Court materials filed in these proceedings can also be found on this website.
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3.0 Revised Cash Flow Forecast

1. The Company’s initial CCAA application materials included a cash flow forecast for
the period March 19, 2018 to June 30, 2018 (the “Initial Cash Flow Forecast”). The
Initial Cash Flow Forecast reflected, inter alia, a peak DIP funding requirement of
approximately $12 million during the week ended June 3, 2018. The DIP Facility,
which was approved under the Initial Order, provided for a maximum principal amount
of $12.6 million (the “Maximum Amount”).

2. As at April 23, 2018, the Company had drawn $11.1 million under the DIP Facility,
which exceeded the amount forecasted to be drawn for the same period by
approximately $4.4 million.

3. The Company attributes the additional funding requirements to, inter alia:

a) expedited payment terms required by certain of the Non-Applicant Subsidiaries’
vendors in the immediate post-filing period;

b)  unanticipated capital expenditures required to maintain certain of the Non-
Applicant Subsidiaries’ aircraft and/or to prepare for a government contract
recently awarded to GSH; and

c) timing differences which have required borrowings in advance of the date
originally contemplated and which are expected to reverse.

4.  The First Amendment includes a waiver from the DIP Lender of the default that arose
from the Company failing to pay in cash the interest which had accrued under the DIP
Facility at the end of March, 2018. The DIP Lender advised that it would waive the
interest payment default on terms that were ultimately documented and settled in the
First Amendment.

5. The DIP Facility requires the Company to provide to the DIP Lender an updated cash
flow forecast on a weekly basis. In preparing the updated weekly cash flow forecasts,
it became apparent that the Company would require an increase to the Maximum
Amount in order for the Group to continue to operate in the normal course. The
Monitor flagged this issue in its Supplement to the First Report to Court dated April 3,
2018, which noted that “there is a significant risk that additional funding beyond $12.6
million would be required at some point during these proceedings”.

6. The Company has prepared the Revised Cash Flow Forecast, a copy of which,
together with the Company’s statutory report on the cash flow pursuant to Section
10(2)(b) of the CCAA, is attached as Appendix “B”. The Revised Cash Flow Forecast
reflects, inter alia:

a) the Company is first projected to exceed the current Maximum Amount by
approximately $860,000 during the week ending May 6, 2018;
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b)  the peak funding requirement is projected to be in excess of $14 million during
June, 2018; and

c) the Company’s funding requirements under the DIP Facility are projected to
decrease after June due to the seasonality of the Non-Applicant Subsidiaries’
businesses.

7.  While the Revised Cash Flow Forecast reflects a maximum funding requirement
under the DIP Facility slightly in excess of $14 million, the First Amendment
contemplates the Maximum Amount being increased to $15 million to provide for
contingencies and additional timing variances that may arise during the projection
period.

8. Based on the Monitor’s review of the Revised Cash Flow Forecast, the cash flow
assumptions appear reasonable. The Monitor’s statutory report on the Revised Cash
Flow Forecast is attached as Appendix “C”.

4.0 Recommendation re: the First Amendment

1. The Monitor believes the First Amendment to the DIP Facility is reasonable and
appropriate and that advances up to the increased Maximum Amount of $15 million
should be secured by the DIP Lender’s Charge and the Intercompany Charges for the
following reasons:

a) the Non-Applicant Subsidiaries require additional liquidity to continue to operate
in the normal course;

b) the terms of the DIP Facility are reasonable for the reasons set out in the
Monitor’s pre-filing report dated March 21, 2018, including that the DIP Facility
respects the existing priorities of the Group’s secured creditors?;

c) the DIP Lender is not prepared to provide additional funding absent Court
approval of the First Amendment and the extension of the DIP Lender’s Charge
and the Intercompany Charges to include these further amounts;

d) the First Amendment provides a funding mechanism to prevent a liquidity crisis;

e) the additional funding is projected to be sufficient to allow the businesses to
operate until the conclusion of the SSP; and

f) CIBC, the Company’s operating lender, has advised that it does not oppose the
relief sought by the Company.

1 Pursuant to the Initial Order, the DIP Lender's Charge ranks in priority only to Clairvest and creditors who rank
subordinate to Clairvest.
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5.0 Conclusion and Recommendation

1. Based on the foregoing, the Monitor respectfully recommends that this Honourable
Court make an order granting the relief detailed in Section 1.1(1)(c) of this Report.

* * *

All of which is respectfully submitted,

KSY Lotran 4

KSV KOFMAN INC.

IN ITS CAPACITY AS MONITOR OF
DISCOVERY AIR INC.

AND NOT IN ITS PERSONAL CAPACITY
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EXPLANATORY NOTES

Unless otherwise noted, all information is given asat January 31, 2017. Financial information is based on
the audited consolidated financial statements of Discovery Air Inc. (“Discovery Air”, the
“Corporation”, “us” or “we”) for the fiscal year ended January 31, 2017, and information contained
herein should be read in conjunction with these consolidated financial statements and their related notes.
All monetary amounts are expressed in Canadian dollars and referencesto “$” are to Canadian dollars

unless otherwise noted.

The Corporation’sfiscal year end is January 31. All references in this document to fiscal year refer to the
twelve months ended January 31 for the year referenced.

NON-IFRSMEASURES

The Corporation’s management (“management”) believes “EBITDA” to be an important metricin
measuring the performance of the Corporation ’s day-to-day operations. This measurement is useful in
assessing the Corporation’s ability to service debt and to meet other payment obligations, and as a basis
for valuation. EBITDA is not defined by International Financial Reporting Standards (“IFRS”).

“EBITDA” means net earnings before finance costs, income taxes, depreciation of property and
equipment and intangibl e assets, gains and losses on disposal of assets and extinguishment of debt, gains
on acquisition and disposals, impairment losses, and gains and | osses resulting from the change in fair
value of financial liabilities.

CAUTION REGARDING FORWARD-LOOKING STATEMENTS

Forward-looking information is based on assumptions, estimates, analysis and opinions of management
made in light of management’s experience and perception of trends, current conditions and expected
developments, as well as other facts that management believes to be relevant and reasonable at the date
that such statements are made. Generally, but not always, forward-looking information can be identified
by the use of forward-looking terminology such as “may”, “could”, “should”, “would”, “expect”,
“believe”, “plan”, “estimate”, “outlook”, “forecast”, “anticipate”, “foresee”, “continue” or the negative of
these terms or variations of them or similar terminology. Although management believes that the
assumptions underlying the forward -looking statements are reasonable, they could prove to be inaccurate
and, therefore, there can be no assurance that expected results will be obtained. By their very nature,
forward-looking statements involve inherent risks and uncertainties, both general and specific, and risks
exist that predictions, forecasts, projections and other forward -looking statements will not be achieved.
Actua results may vary from predictions. A number of important factors could cause actua resultsto
differ materially from the plans, objectives, expectations, estimates and intentions expressed in such
forward-looking statements. These factorsinclude, but are not limited to : outcome of the award of the
CATS Contract (as defined below) by PWGSC (as defined below) , and the outcome of the award of other
government contracts; the Corporation’s business devel opment initiatives; the ability of DA Defence (as
defined below) to secure additional capital sufficient to complete the acquisition of the Additional Fighter
Jets (as defined below) and to fund other capital expenditure requirements associated with the potential
award of government contracts; the receipt of the TPT Approval (as defined below); the ability of DA
Defence to secure a government contract for combat airborne training services that will require the use of
the Additional Fighter Jets; the strength of the economy in general and the strength of local economiesin
which the Corporation’s subsidiaries operate; government and military procurement efforts, policies and
practices; the effects of changesin interest rates; the effects of changesin foreign currency exchange
rates; the effects of competition in the marketsin w hich the Corporation’s subsidiaries operate; capital
market fluctuations; resource and commodity price fluctuations; the effects of changing technology; the
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weather and weather patterns; and the impacts of changesin laws. Other risk factors can be found i n this
Annua Information Form below under “Risk Factors” and in the Management’s Discussion and Analysis
of the Corporation for the fiscal year ended January 31, 2017, which is available on SEDAR at
www.sedar.com. Forward-looking information is provided for the purposes of meeting legal disclosure
regquirements, and also to assist the public in understanding our business. Because of the inherent risk of
inaccuracy in forward-looking information, the reader is caution ed that it may not be appropriate for the
stated (or other) purposes. When relying on forward -looking statements to make decisions, investors and
others should carefully consider these factors and other uncertainties or potential events.

NAME, ADDRESS AND INCORPORATION

Discovery Air was incorporated on November 12, 2004 pursuant to the Ontario Business Corpor ations
Act and was continued under the Canada Business Corporations Act on March 27, 2006. The share
structure of the Corporation was amended at the time of the continuance to restrict foreign voting control
in order to meet the requirement in the Canada Transportation Act (the “CTA”) that holders of licences
to operate domestic Canadian air services be “Canadian”. Asaresult, the Corporation has two classes of
common shares: Class A common voting shares (the “Class A Shares”) and Class B common variable
voting shares (the “Class B Shares”, and together with the Class A Shares, the “Common Shares”). See
“Description of Capital Sructure” for further details concerning the Corporation’s share structure.

In April 2006, Discovery Air completed an initia public offering of Class A Shares and listed the Class A
Shares on the TSX Venture Exchange. In June 2006, the Class A Shares were listed on the Toronto Stock
Exchange (the “TSX”) (symbol: DA.A). The Class B Shares are not listed on any exchange.

In May 2011, the Corporation issued $34.5 million principal amount (inclusive of a $4.5 million over -
allotment option) of 8.375% convertible unsecured subordinated debentures (the “Unsecured
Debentures”), which arelisted on the TSX (symbol: DA.DB.A). The Unsecured Debentures were
amended on November 27, 2014.

In September 2011, the Corporation issued $70,000,005 of senior secured convertible debentures (the
“Secured Debentures”) pursuant to a private placement. The Secured Debentures are not listed on a ny
exchange.

Alsoin September 2011, all of the issued and outstanding Common Shares were consolidated on the basis
of one post-consolidation Common Share for every ten pre-consolidation Common Shares. The Class A
Shares commenced trading on a post-consolidation basis on September 29, 2011. All referencesto
Common Shares herein are references to such shares on a post -consolidation basis.

In April 2014, the Corporation completed a rights offering (the “2014 Rights Offering”) which was
backstopped by alimited standby commitment (the “Standby Commitment ™) * from Clairvest Group
Inc. (“Clairvest™), all as more fully described in the Corporation ’s short form prospectus dated March 21,
2014 (the “2014 Rights Offering Prospectus”). A copy of the 2014 Rights Offering Prospectus can be

L In connection with the 2014 Ri ghts Offering, the Corporation entered into a standby purchase agreement with Clairvest dated
February 24, 2014 pursuant to which Clairvest agreed to purchase, at the subscription price specified in the 2014 Rights Offe ring
Prospectus, all of the Common Shares not otherwise purchased pursuant to the exercise of rights under the 2014 Rights Offering
up to amaximum number of Common Shares equal to 49.0% of the Common Shares that would be issued and outstanding after
giving effect to the purchase of Common Shares pursuant to the exercise of rights under the 2014 Rights Offering and the
purchase of Common Shares by Clairvest less that number of Common Shares already held by Clairvest (including the Common
Shares acquired upon the exercise of rights) prior to giving effect to the purchase of Common Shares by Clairvest pursuant to the
Standby Commitment.
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found on SEDAR at www.sedar.com. On April 28, 2014, the Corporation issued 1,952,009 Class A
Shares from treasury pursuant to the exercise of rightsissued under the 2014 Rights Offering. On May 2,
2014, the Corporation issued 15,489,851 Common Shares from treasury pursuant to the Standby
Commitment. Of the Common Shares that were issued pursuant to the 2014 Rights Offering and the
Standby Commitment, 15,554,906 Common Shares were issued to Clairvest, and/or certain of Clairvest’s
affiliates and/or investors in certain of Clairvest’s funds (the “ Clairvest Parties”), which resulted in the
Clairvest Parties owning, or exercising control or direction over, approximately 48.8% of the aggregate
number of Common Sharesissued and outstanding after such issuances.

In November, 2014, holders of the Unsecured Debentures voted in favor of two amendments to the
Unsecured Debentures and as aresult: (i) the definition of “change of control” in the Unsecured
Debenture Indenture was changed to allow for Clairvest to increase its equity interest above 50% without
reguiring the Corporation to repurchase the Unsecured Debentures; and (ii) the maturity date of the
Unsecured Debentures was extended from June 30, 2016 to June 30, 2018, which extension was subject
to the Corporation completing, prior to June 29, 2016, an equity offering of Common Shares for
minimum aggregate net proceeds of $5 million. This condition was sati sfied by the completion of the
2015 Rights Offering (as defined below).

In March, 2015, the Corporation completed arights offering (the “2015 Rights Offering”), as more fully
described in the Corporation’s short form prospectus dated January 30, 2015 (the “2015 Rights Offering
Prospectus”). A copy of the 2015 Rights Offering prospectus can be found on SEDAR at
www.sedar.com. On March 13, 2015, the Corporation issued 50,000,000 Class A Common Shares from
treasury pursuant to the exercise of rightsissued under the 2015 Rig hts Offering. Of the Common Shares
that were issued pursuant to the 2015 Rights Offering, 46,267,443 Common Shares were issued to the
Clairvest Parties, as aresult of which the Clairvest Parties then owned, or exercised control or direction
over, approximately 75.5% of the aggregate number of Common Shares of the Corporation then issued
and outstanding.

In May, 2015, the Clairvest Parties acquired 1,440,746 Class B Shares and in June, 2015, the Clairvest
Parties acquired 4,417,358 Class A Shares and 128,902 Class B Shares, in each case from former
members of management of the Corporation and related parties to former members of management of the
Corporation. Asaresult of such acquisition, the Clairvest Parties then owned, or exercised control or
direction over, 66,422,606 Common Shares, or 81% of the aggregate number of Common Shares of the
Corporation then issued and outstanding.

In December, 2016, the Clairvest Parties acquired afurther 4,179,122 Common Shares of the Corporation
representing approximately 5.1% of the Corporation’s issued and outstanding Common Shares , at a price
of $0.20 per share (the “Clairvest Share Purchase”). Following the Clairvest Share Purchase, the
Clairvest Parties own or exercise control over 70,601,728 Common Shares, and, together with the
8,375,570 Common Shares issuable upon conversion of the Secured Debentur es, would, if the Secured
Debentures were converted, own or exercise control over approximately 87.5% of the Corporation’s
issued and outstanding shares on an “as converted” basis

On March 24, 2017, the Corporation announced that it had entered into a definitive agreement with the
Clairvest Parties which will result in the Clairvest Parties, together with cer tain management shareholders
of the Corporation (collectively, the “Purchaser Group”), holding all of the issued and outstanding
shares in the capital of the Corporation by way of arrangement (the “ Arrangement”) pursuant to the
Canada Business Corporation Act (the “Going Private Transaction™). Pursuant to the terms of the
Arrangement, the Clairvest Partieswill indirectly acquire from the shareholders of the Corporation al of
the issued and outstanding Class A Shares and Class B Shares not already held by the Purchaser Group
for $0.20 per Common Share (the “Cash Consideration”). The total Cash Consideration to be paid by
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the Clairvest Parties is approximately $1.5 million. The completion of the Arrangement is subject to the
satisfaction of certain conditions, including, among others, the approval of the Ontario Superior Court of
Justice (Commercial List) and the approval of 66 2/3% of the votes cast by holders of Common Shares at
a specia meeting of Corporation sharehol ders to approve the Arrangement (the “ Special Meeting”). The
members of the Purchaser Group collectively currently own over 90% of the Common Shares and have
indicated their intent to vote in favour of the Arrangement at the Special Meeting. A specia committee of
disinterested members of the Corporation’s Board of Directors (the “ Special Committee”) believes, on
the basis of, among other things, the valuation and fairness opinion provided by the Special Committee’s
financial advisor, Capital Canada Limited, that the Cash Consideration to be received by Corporation
shareholdersisfair, from afinancial point of view, and that the Arrangement isin the best interests of the
Corporation. Upon the completion of the Going Private Transaction, the Class A Shares of the
Corporation will be de-listed from the TSX, and there will cease to be any public market for the Common
Shares. Notwithstanding the foregoing, as the Unsecur ed Debentures will remain outstanding following
the Going Private Transaction, the Corporation will remain areporting issuer for the purposes of
securitieslaws. A copy of the press release in respect of the Going Private Transaction can be found on
SEDAR at www.sedar.com. More information concerning the G oing Private Transaction, including
associated Risk Factors, will be available in the Management Information Circular in respect of the Going
Private Transaction on SEDAR at www.sedar.com.

The head and registered office address of the Corporation is 170 Attwell Drive, Suite 370, Toronto,
Ontario, MOW 575.
INTERCORPORATE RELATIONSHIPS

Discovery Air isthe parent company to four material subsidiaries that are engaged in the ddivery of
specialty aviation servi ces including airborne training, helicopter charter services, fixed -wing air charter
services, medevac equipped aircraft services, and exploration and logistics support.

Each of the subsidiaries was acquired by the Corporation between June 2006 and January 2008.

The following chart sets out the material subsidiaries of the Corporation, all of which are wholly-owned
by the Corporation, along with their dates of acquisition, and jurisdictions of incorporation.

DATE OF ACQUISITION OR TR EN G2

NAME OF SUBSIDIARY INCORPORATION BY SRS TIo
DISCOVERY AIR

Great Slave Helicopters Ltd. (“GSH”) June 2006 Canada
Air Tindi Ltd. (“Air Tindi”) December 2006 Canada
Discovery Air Defence Services Inc. (formerly, August 2007 Canada
Top Acesinc.) (“DA Defence”)
Discovery Mining Services Ltd. (“Discovery January 2008 Canada
Mining™)

On January 8, 2016, the Corporation sold substantially all of the non -financial assets of its wholly-owned
subsidiary, Discovery Air Technical Services Inc. (“ Technical Services”). Until such sale, Technical
Services was amaterial subsidiary of the Corporation engaged in the delivery of arange of maintenance,
repair overhaul, modification, engineering and certification services. Originally incorporated in April
2010, Technical Services remains an inactive subsidiary of the Corporation.

On December 19, 2016, DA Defence (as defined below) amalgamated with Discovery Air Innovations
Inc. (“DAI™) in a horizontal short-form statutory amalgamation. DAI was an inactive direct subsidiary of
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the Corporation. DAI had previously transferred its business devel opment activities and associated
personnel to DA Defence.

On January 31, 2017, the Corporation completed a transaction to sell the fire services business then
operated by its wholly-owned subsidiary, Discovery Air Fire Services Inc. (“Fire Services”) to certain
affiliates of Clairvest (the “DAFS Disposition™). Until the DAFS Disposition, Fire Services was a
material subsidiary of the Corporation engaged in (among other things) the deli very aerial fire
surveillance, airspace and aircraft management, air transport servicesin support of the Ontario
government’s forest fire management program, and court -related air transport services for a variety of
provincial government agencies. Because Clairvest is both a shareholder of the Corporation as well as
affiliated with the purchasers in the DAFS Disposition, the DAFS Disposition was subject to “minority
approval” as a “related party transaction”. Such minority approval was received in November , 2016. The
Corporation filed aMateria Change Report and certain Material Contracts in connection with the DAFS
Disposition on September 14, 2016 and January 31, 2017, copies of which are available on SEDAR at
www.sedar.com.

GENERAL DEVELOPMENT OF THE BUSINESS

Discovery Air is aspecialty aviation services company which, through its subsidiaries, operates across
Canada and in select locations internationally including the United States, Germany, Australia, Bolivia
and Chile. The Corporation and its subsidiaries operate over 110 aircraft, employ more than 700 flight
crew, maintenance personnel and support staff and deliver avariety of air transport, airborne training and
logistics solutions to their government, natural resource and other business customers. Recent
developments in the Corporation’s business are described below.

Operational Developments

DA Defence isthe prime supplier of airborne training services to the Department of National Defence
(“DND”) and the Canadian Armed Forces (the “Canadian Armed Forces”). These training services are
currently provided by DA Defence under a program known as Interim Contracted Airborne Training
Services (“ICATS”). DA Defence has derived its revenue under the ICATS program from a series of
standing offer agreements with the Government of Canada (the “ Standing Offers”). The most recent
extensions to the Standing Offers extended DA Defence’s ICATS program to December 2017, with two
additional six-month option periods.

In August, 2015, Public Works and Government Services Canada (“ PWGSC”) issued a request for
proposals (the “2015 RFP”) for a ten year (with possibility for extensions until 2031) contracted airborne
training services contract to replace the Standing Offers (the “ CATS Contract”). A series of amendments
wereissued to the 2015 RFP by PWGSC in late 2015. DA Defence submitted a bid in response to the
2015 RFPin February, 2016. Although adecision in respect of the award of the CATS Contract was
initially expected in late 2016 or early 2017, DA Defence consented to an extension of the bid validity
period in respect of the 2015 RFP to October, 2017. As such, PWGSC is not obligated to make a
determination in respect of the award of the CATS Contract before thistime.

During fiscal 2015, fiscal 2016 and fiscal 2017, DA Defence continued to make significant effortsto
expand its business internationally based on management ’s belief that there are significant growth
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opportunities for DA Defence in the international combat support? and military flight training® markets. In
connection with such efforts, DA Defence subsequently commenced operations in a number of foreign
markets.

In December 2013, DA Defence acquired the business of Advanced Training Systems International, Inc.
through the merger of that company with and into Advanced Training Systems International Corp.
(*ATSI™), awholly owned subsidiary of DA Defence that was established for the purpose of completing
the acquisition. ATSI changed its name to Top Aces Corp. (“TAC”) on June 2, 2015. TAC isan airborne
services company based in Mesa, Arizona and owns afleet of ten Douglas A-4 “Skyhawk” aircraft. The
Corporation filed aMateria Change Report in connection with this acquisition on December 17, 2013, a
copy of whichisavailable on SEDAR at www.sedar.com.

On January 31, 2014, DA Defence entered into a contract w ith the German government (the “German
Contract™) pursuant to which it provides fast jet airborne training servicesto the German Armed Forces
for aterm of five years utilizing seven of TAC’s McDonnell Douglas A-4N aircraft. The services are
based out of Wittmund, Germany. Revenue generating operations under the German Contract commenced
in January 2015. The Corporation filed a Material Change Report in connection with this contract on
February 4, 2014, a copy of whichis available on SEDAR at www.sedar.com.

On May 23, 2015, TAC entered into an agreement for high -performance upset prevention and recovery
training with Aviation Performance Solutions LLC, an Arizona, USA -based flight training company. TAC
provided notice of intent to terminate this contract in March, 2017.

In February, 2017, DA Defence and Inzpire Ltd. (“Inzpire”), aUK-based airborne training provider,
agreed to work together to collectively bid for the UK Ministry of Defence’s Air Support to Defence
Operational Training (“ASDOT”) program. DA Defence has further agreed to partner with Inzpire to
provide servicesin respect of any contract awarded in respect of the ASDOT program (the “UK
Contract™). DA Defence and Inzpire expect to submit abid inthisregard in 2017.

In March, 2017, DA Defence and Air Affairs Australia Pty Ltd. were awarded atwo-year trial contract by
the Commonwealth of Australiato provide “Red Air” (adversary aircraft) and fighter support to the
Australian Defence Force (the “Australia Contract™). The Australia Contract will be conducted with
three DA Defence-owned, upgraded Alpha Jets based at Royal Australian Air Force Base Williamtown.
DA Defence will provide Red Air and fighter support to the Royal Austraian Air Force, joint terminal
attack controller training to the Australian Army, and anti -surface training for the Royal Australian Navy .
Revenue generating operations under the Australian Contract are expected to commence in August or
September, 2017.

Additionaly, in October 2013, a subsidiary of DA Defence entered into an agreement, as later amended,
for the purchase of six General Dynamics F-16 “Fighting Falcon” aircraft and six McDonnell Douglas A -
4N *“Skyhawk” aircraft, together with an integrated | ogistics support package, spare engines, F -16
conversion training and options for additional F-16 and A-4N aircraft (the “Sale Agreement”).
Management believes that there are various opportunitiesin the internationa | military flight training

2 The terms “combat support” and “airborne training” are used interchangeably in this document. Combat support or airborne
training services refer to training provided to military personnel in which the service provider uses military fighter jet aircraft to
provide redlistic, live-flying simulation of various combat scenarios.

3 The term “military flight training” refers to pilot training for new or ju nior military pilots, including basic, advanced and fighter
lead-in training. Jet and non-jet aircraft are used typically for these types of pilot training.
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markets and that a fleet of F-16 and A-4N aircraft (the “Additional Fighter Jets™) would provide DA
Defence with the ideal combination of supersonic and high subsonic aircraft for the needs of that market.

Completion of the transactions contemplated by the Sale Agreement are conditional on a number of
regulatory approvals, the most significant of which isthe receipt of approval under the U.S. Arms Export
Control Act for the third party transfer of the F-16 and A-4N aircraft from the seller to DA Defence (the
“TPT Approval™). The TPT Approval will require, among other things, the award to DA Defence of a
government contract for combat airborne training services that requires the use of the Additional Fighter
Jets. Assuming that TPT Approval and all ancillary regulatory approvals are received and the
Corporation is awarded a qualifying government contract, the Corporation will require significant
additional capital in order to complete al of the transactions cont emplated by the Sale Agreement and to
make the necessary capital expenditures that would likely be required to perform its obligations under any
such qualifying government contract.

While no assurances can be given as to the ti ming of the TPT Approval and associated ancillary
regulatory approvals, the Corporation is currently exploring debt financing options that would provide
sufficient capital to the Corporation to permit it to acquire the Additional Fighter Jets (the “Financing
Options”) and to make the necessary capital expendituresto perform under any additional government
contracts awarded to DA Defence and/or its subsidiaries. Since the award of any qualifying government
contractsis uncertain, asis the receipt and timing of TPT Approval and all ancillary regulatory approvals,
the Financing Options remain purely exploratory at this stage, and there can be no assurance that such
financing will be available to the Corporation on acceptable terms, or at al, when required by the
Corporation. The management of DA Defence has reason to believe that TPT Approva will be successful
and are in discussions with the U.S. State Department, though no assurances can be given asto if and
when such approval will be granted. Additionally, no assurances can be given asto if or when DA
Defence will be awarded one or more qualifying government contracts.

GSH a'so pursued certain business expansion efforts. In fiscal 2017, GSH entered into a number of new
partnerships with Indigenous groupsin northern Canada. Additionally, in fiscal 2017 GSH focused on
expanding its business in South America by way of teaming with local operatorsin Argentina and
Bolivia

In January 2015, Air Tindi entered into the medevac equipped aircraft services contract for the Stanton
Territorial Health Authority to provide air evacuation servicesin the Northwest Territories. The contract
isfor aterm of eight years (plustwo option years) and is arenewa of acontract that Air Tindi has
serviced for seven years. In connection with this contract, Air Tindi purchased three King Air 250
aircraft from Beechcraft (the “Stanton Acquisition™) for US $13.3 million.

Rationalization Efforts

Additionally, the Corporation has ceased operating certain businesses that were not considered by
management to be accretive to the Corporation’s profitability going forward or that were otherwise not
core to its specialty aviation mandate. In early fiscal 2014, the business devel opment activities and
associated personnel of DAI were transferred to DA Defence in view of the fact that a majority of
business devel opment activities carried on by DAI pertained to the business of DA Defence. In January,
2016, the Corporation sold substantially all of the non-financial assets of Technical Services. In January
2017, the Corporation sold all of the issued and outstanding sharesi n the capital of Fire Services.
Additionaly, in January, 2017, GSH ceased operationsin Peru after an evaluation of the local market for
helicopter services established that remaining in Peru would not be accretive to the Corporation, and after
GSH management determined that obtaining a local Air Operator’s certificate would not be cost effective.
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The Corporation has also undertaken efforts to im prove the efficiency and profitability of its operations.
Infiscal 2014, Air Tindi undertook aggressive cost cutting measures, which included the cessation of
executive jet charter services, and the closure of itsfacility in Calgary, Alberta. During fiscal 2015 GSH
reduced head count by 25%, and during fiscal 2017 GSH undertook further cost cutting measures which
included right-sizing of itsfleet and human resources rationalization at the senior management level.

Additionaly, in fiscal 2015, the Corporation commenced an equipment rationalization project designed to
optimize its fleet Corporation-wide and ensure that the needs of its various operating subsidiaries
continued to be met in a cost-effective and efficient manner. In connection with this project, certain
underused aircraft were sold or listed for sale and certain other aircraft were acquired or upgraded. This
equipment rationalization continued in fiscal 2016 and 2017.

Corporate Finance Activities

Discovery Air has completed severa significant financing transactions in order to, among other things,
fund growth initi atives and provide working capital . In August 2012, the Corporation entered into a new,
committed operating facility with the Canadian Imperial Bank of Commerce (the “Operating Facility™).
In March 2014, the Corporation entered into aloan agreement with one of its existing lenders in order to
refinance certain of its existing term indebtedness and eliminate certain obligations it previously had to
either restore the airworthiness of certain aircraft or repay approximately $4 million of indebtedness . The
Corporation filed aMaterial Change Report in connection with this transaction on April 3, 2014, a copy
of which is available on SEDAR at www.sedar.com. On April 28, 2014, the Corporation completed the
2014 Rights Offering pursuant to which it raised gross proceeds of approximately $1.7 million. The
Corporation filed aMaterial Change Report in connection with the 2014 Rights Offering on February 28,
2014, a copy of which is available on SEDAR at www.sedar.com. On May 2, 2014, the Corporation
raised gross proceeds of approximately $13.3 million from the i ssuance of Common Shares pursuant to
the Standby Commitment. The Corporation filed a Material Change Report in connection with the
Standby Commitment on May 6, 2014, a copy of which isavailable on SEDAR at www.sedar.com. On
March 13, 2015, the Corporation completed the 2015 Rights Offering pursuant to which it rais ed gross
proceeds of $11.0 million. The Corporation filed a Material Change Report in connection with the 201 5
Rights Offering on March 13, 2015, a copy of which isavailable on SEDAR at www.sedar.com. On
March 31, 2015, in connection with the Stanton Acquisition, Air Tindi received approximately $15
million in equipment financing from Textron Financial Corporation (the * Stanton Financing”) with a
term of eight years. The Stanton Financing is secured by the acquired aircraft and guaranteed by the
Corporation. In May 2015, the Corporation renewed the Operating Facility for a term ending June 30,
2017 (the “Renewed Operating Facility”). The Renewed Operating Facility has alimit of up to $30
million (depending on whether advances are made during or outside of the Corporation’s peak operating
period and on the value of eligible receivables and inventory) and may be used for working capital and
general corporate purposes. The Renewed Operating Facility is secured by afirst charge on the
receivables and inventory of the Corporation and certain of its subsidiaries, genera security agreements
and other customary security agreements. On March 30, 2016, the Corporation entered int 0 a credit
agreement with the Clairvest Parties (the “Clairvest Loan”), which provided for arevolving credit
facility in the aggregate principa amount of $12 million . Proceeds from the Clairvest Loan were used to
finance aircraft upgrades in support of certain growth initiatives and for business development activities
at certain subsidiaries. The Corporation repaid the Clairvest Loan in December, 2016. The Corporation
filed aMaterial Change Report in connection with the Clairvest Loan on March 30, 2016, acopy of which
isavailable on SEDAR at www.sedar.com. On December 20, 2016, the Corporation, through its
subsidiary, DA Defence, entered into a credit agreement with the Clairvest Parties (the “ New Clairvest
L oan”) providing for arevolving credit facility in the aggregate principal amount of $25 million. The
borrowings under the New Clairvest Loan are secured, bear interest at arate of 12% per annum and
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mature on June 30, 2017. The New Clairvest Loan also contains an optional conversion feature, which
providesthe Clairvest Parties an option, subject to certain conditions, to convert the outstanding balance
under the New Clairvest Loan into common shares of DA Defence at a conversion price to be determined
on the basis of the value of the DA Defence business after the application of certain agreed upon
adjustments, as determined by an independent and qualified valuator. The Corporation filed a Material
Change Report and Material Contracts in connection with the New Clairvest Loan on December 23, 2016,
copies of which are available on SEDAR at www.sedar.com. For additional information on the New
Clairvest Loan, please see below under the heading “ Risk Factors”.

Senior Management and Board of Directors

In addition to the devel opments described above, there have also been anumber of recent changesin the
Corporation’s senior management team. In March, 2014, William (Bill) Martin resigned as the
Corporation’s Chief Financial Officer (“CFO”). Paul Bernards was appointed as the Corporation’s CFO
on April 1, 2014. The Corporation filed Material Change Reportsin respect of Mr. Martin ’s resignation as
CFO and Mr. Bernards’ appointment as CFO on February 21, 2014 and March 17, 2014, respectively .

On February 1, 2014, Al Martin was appointed President of Air Tindi, replacing Sean Loutitt who
resigned on April 8, 2013.

In May 2014, David Kleiman was appointed Vice President, General Counsel and Corporate Secretar vy,
replacing Denni s Lopes who resigned in May 2014 .

On July 3, 2014, Mr. Kenneth Rotman was appointed as Chair of the Board , replacing Brian Semkowski,
who resigned June 2014.

In May 2015, Chris Bassett was appointed President of GSH, replacing Adam Bembridge who resigned
as President of GSH in October of 2014. Subsequently, in June 2016, Mr. Bassett departed as President of
GSH and was replaced by Alasdair Martin. Mr . Martin remains President of Air Tindi concurrently with
serving as President of GSH.

In January 2017, Thomas Andrew (Drew) Hickey was appointed to the Corporation’s board of directors.

DESCRIPTION OF THE BUSINESS
The Corporation has two reportable segments: “Aviation” and “Corporate Support and Other.”

The Aviation segment is comprised of DA Defence, GSH, and Air Tindi and, until January 2017, also
included Fire Services*.

The Corporate Support and Other segment includes Discovery Mining and Corporate (which comprises
the central management, information technology and administrative activities of the Corporation) . Prior to
its salein January 2016, Technical Services wasincluded in this segment °.

During the fiscal years ended January 31, 2017 and January 31, 2016, the revenues by service type and
segment type (and which accounted for 15% or more of total consolidated revenues) were as follows:

4 The 100% of the shares of Fire Services were sold on January 31, 2017.
5 Substantially all of the non-financial assets of Technical Services were sold in January, 2016.
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REVENUES
(AS A PERCENTAGE (%) OF TOTAL REVENUES)
FISCAL YEAR ENDED FISCAL YEAR ENDED
SERVICE TYPE JANUARY 31, 2017 JANUARY 31, 2016
Government 66 65
Mining Exploration & Production 14 16
Other* 20 19
*Includes oil and gas, charter, scheduled flights and miscellaneous.
REVENUES
(AS A PERCENTAGE (%) OF TOTAL REVENUES)
FISCAL YEAR ENDED FISCAL YEAR ENDED
SEGMENT JANUARY 31, 2017 JANUARY 31, 2016
Aviation 98 98
Corporate Support and Other 2 2

Aviation Segment

DA Defence

DA Defence isthe prime supplier of contracted airborne training services to the DND and the Canadian
Armed Forces, and asupplier of airborne training services to other militaries around the world. In
Canada, these training services are provided by DA Defence under aprogram known as ICATS. DA
Defence’s revenue-generating opportunities are typically highest in the periods from February to June and
September to November.

Over the course of the fisca year ended January 31, 2017, DA Defence operated 14 Alpha Jet aircraft,
and 2 Westwind special mission aircraft in support of the ICATS program. DA Defence’s fleet provides
adversary support, forward air controller training and el ectronic warfare mission support to Canada’s
army, navy, air force and special forces. DA Defence supports Canadian military training at various
locations in Canada and the United States. DA Defence together with its subsidiaries employs
approximately 206 flight crew, maintenance, administrative and management personnel .

Since 2005, DA Defence has derived its revenue under the ICATS program from the Standing Offers. In
February 2005, the Government of Canada awarded three nationa Standing Offersto DA Defence to
provide “fast jet” (known as Type 1) airborne training services to the Canadian Armed Forces. The
Standing Offers were initially for a period of three years, wi th two option years exercisable by the
Government of Canada. 1n 2006, the Government of Canada awarded two additional national Standing
Offersto DA Defence to provide “businessjet” (known as Type 2) airborne training servicesto the
Canadian Armed Forces. These Standing Offers were for athree year period, with two option years
exercisable by the Government of Canada.

All option years were exercised by the Government of Canada and the Standing Offers have subsequently
been extended on several occasions. The most recent extensions extended the Standing Offersto
December, 2017, with two additional six -month option periods.

In August, 2015, PWGSC issued a request for proposals (the “2015 RFP”) for the CATS Contract to
replace the Standing Offers. A series of amendments were issued to the 2015 RFP by PWGSC in late
2015. DA Defence submitted a bid in response to the 2015 RFP in February 2016. Although adecisionin
respect of the award of the CATS Contract was initially expected in late 2016 or earl y 2017, DA Defence
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consented to an extension of the bid validity period in respect of the 2015 RFPto October, 2017. As such,
adecision in respect of the award of the CATS contract is now expected by October, 2017.

DA Defence’s competitive advantages are currently derived from the following primary sources:

an efficient and safe fighter aircraft platform which possesses many of the capabilities desirable
in an adversary aircraft;

experienced ex-military pilots who have a deep understandi ng of the military training
environment;

abusiness model and flying operation optimized to deliver cost effective combat support servi ces
to militaries;

atrack record of delivering combat support services at a very high reliability rate; and

an industry-leading safety record.

Management believes that there are significant growth opportunitiesfor DA Defence in the international
combat support and military flight training markets. The Corporation believes that the ICATS program
has been a very successful outsourcing program for the Government of Canada asit has enabled the
Canadian Armed Forces to maintain its army, navy and air force units at the highest possible operational
readiness while significantly reducing costs relative to previous, in -sourced training solutions. As
governments around the world face increasing budgetary pressures, the Corporation believes that those
governments will seek out cost effective solutions for reducing their defence spending while maintaining
high operational readiness. Management believesthat DA Defence’s “turn-key” combat support solution
and unparalleled record of safety present significant growth opportunities for DA Defence in the
international market.

As noted above (see “General Development of the Business™), DA Defence completed the TAC
acquisition in December 2013 and, through a subsidiary, entered into the Sale Agreement, as amended.
On January 30, 2014, DA Defence aso secured the German Contract for the provision of airborne
training services for aterm of five yearsto the German Armed Forces utilizing a fleet of seven A -4N
aircraft sourced from TAC. Revenue generating operations under the German Contract commenced in
January 2015. Additionally, in furtherance of its international expansion strategy, in May 2015, a
subsidiary of DA Defence entered into an agreement for high performance upset prevention and recover y
training with Aviation Performance Solutions LLC, an Arizon a-based flight training company, and
provided notice of intent to terminate this contract in March, 2017. Furthermore, DA Defence has
partnered with Inzpire to bid for the UK Contract. In Australia, DA Defence and Air Affairs Australia Pty
Ltd. were awarded the Australia Contract.

In 2015, TAC established a board of advisors comprised of former senior members of the US military, to
provide targeted strategic and tactical advice to the leadership of TAC regarding business devel opment
and other matters.

For additional, historical information on the business of DA Defence, refer to Form 51-102F4 — Business
Acquisition Report of the Corporation dated November 5, 2007. For additional information concerning
DA Defence’s growth initiatives, the terms of the Sale Agreement and associated risk factors, refer to the
2014 Rights Offering Prospectus and the 2015 Rights Offering Prospectus. The business acquisition
report, the 2014 Rights Offering Prospectus and the 2015 Rights Offering Prospectus are each available
on SEDAR at www.sedar.com.

GSH

GSH isone of the largest helicopter operatorsin Canada and conducts operations through most parts of
western and northern Canada as well asinternationally. GSH’s main base of operationsisin Y ellowknife,
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Northwest Territories, however, it has sub-bases strategically placed throughout northern Canadato help
support its aircrew and maintenance personnel in the challenging environments and locations where many
customers require GSH’s services. GSH also has afacility in Springbank, Alberta and afacility (operated
by a subsidiary) in Rancagua, Chile. GSH’s Chilean operations are designed to diversify its revenues and
reduce the seasonality effects of its business.

GSH derives revenue from the following core business sectors:

exploration support, including ail, gas, seismic, base mineral, and diamond exploration;

forest fire suppression services;

provision of support to government agencies, including environmental, geological and scientific
support; and

other services, including environmental surveying, utilities/pipeline patrol, power line
construction and tel ecommuni cations support.

GSH employs over 250 personnel and itsfleet is comprised of 9 different aircraft typesincluding Bell 206
Series, Bell 407, Bell 205, Bell 212, Bell 212S, Bell 412EP, AS350 series, AS355N and BK117.

Services for the oil and gas exploration sector augment GSH ’s non-peak months from October to April,
while services for the mineral and diamond exploration sector support normal peaksin May and continue
until September. GSH is a service provider for several large mineral exploration companies that utilize
helicopter services for their exploration programs. GSH ’s network of bases and diverse fleet provide
timely back-up equipment for added safely and reliability.

GSH has also formed a number of joint ventures with Indigenous communities. These joint ventures
secure GSH’srole of primary supplier of helicopter support in and around these Indigenous communities
within various land claim settlement areas. Flight operations are completed by GSH crews.

In association with the forest fire management departments of provincial and territorial governmentsin
central and western Canada, GSH also provides varying degrees of forest fir e management, protection and
suppression services.

GSH faces competition from other large and medium -sized companies that operate in the same
geographic and commercial markets; however, GSH has a competitive advantage in many of these
markets as a function of its experienced workforce, fleet diversity, Indigenous joint ventures, safety
record and quality assurance programs.

For additional historical information on the business of GSH, refer to Form 51-102F4 — Business
Acquisition Report of the Corporation dated September 15, 2006. The business acquisition report is
available on SEDAR at www.sedar.com.

Air Tindi

Air Tindi isacommercia fixed wing charter company with the main basein Y ellowknife, Northwest
Territories and a sub-base in Cambridge Bay, Nunavut. The company operates a diversified fleet of fixed
wing aircraft and provides scheduled and charter passe nger and cargo services, aswell as medevac
equipped aircraft services primarily in northern Canada. Its customers include gove rnment agencies,
multinational diamond mining companies as well as various junior mining and exploration companies.

Air Tindi provides essential charter servicesto communities with limited or no land access. It has
devel oped strong relationships with various Indigenous groups culminating in joint ventures which
provide benefits to the various stakeholder groups in these communities .
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Air Tindi derives revenue from the following core business sectors:

mining operations and construction projects;

mineral exploration;

schedul ed servicesto local communities;

medevac equipped aircraft services;

government and public sector charters for environmental and wildlife surveys, forest fire control,
environmental site clean-up, defence forces, law enforcement and other functions; and

tourism (outfitters, lodges, eco-tourism, hunting and fishing).

In January 2015, Air Tindi entered into an eight-year contract (plus two option years) for the provision of
medevac equipped aircraft services for the Stanton Territorial Health Authority in the Northwest
Territories. The contract award is similar to the contracted services that Air Tindi has performed for the
sever years prior to the contract award. The new contract calls for the provision of expanded services
with significantly newer aircraft equipped with new medical equipment. In connection with this contract,
Air Tindi purchased three King Air 250 aircraft from Beechcraft.

Air Tindi operates from two locationsin Y ellowknife: various facilities a the Y ellowknife airport as well
as afloat base location which ishome to float aircraft in the summer and ski -equipped aircraft in the
winter.

Infiscal 2014, Air Tindi evaluated its existing business and ceased operations that were not accretive to

its profitability going forward. Specificaly, Air Tindi undertook aggressive cost cutting measures, which
included the cessation of executive jet charter services, a comprehensive review and right -sizing of
staffing levels, aggressively negotiating with vendors, the consolidation of support staff and the
identification of certain underutilized aircraft for potential sale. Intotal, severa aircraft wereidentified as
being underutilized or no longer required and were either sold or transferred to other subsidiaries of the
Corporation. In connection with such measures, Air Tindi dissolved Discovery Air International Inc., its
wholly-owned subsidiary which had been established to provide primarily executive jet charter services.

Air Tindi operates adiversified fleet of fixed wing aircraft and employs approximately 190 people.

For additional, historical information on the business of Air Tindi, refer to Form 51 -102F4 — Business
Acquisition Report of the Corporation dated March 6, 2007. The business acquisition report is available
on SEDAR at www.sedar.com.

Fire Services

Fire Services provided fire detection, birddog and air transport services in support of the Ontario
Government’s forest fire management program, as well as court related air transport services to a variety
of government agencies, at the time of the sale of all of the issued and outstanding shares of Fire Services
in January 2017 to certain affiliates of Clairvest.

At thetime of its sale, Fire Services employed 45 people.

Corporate Support and Other Segment

Discovery Mining

Discovery Mining provides remote exploration camps and expediting, logistics and staking servicesto a
broad spectrum of gold, base metal, uranium and diamond exploration companies operating in the
Northwest Territories, Nunavut, Y ukon, northern Saskatchewan and northern Ontario.
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Discovery Mining’s customers typically operate in some of the most remote locations in Canada and, asa
result, Discovery Mining is a high volume user of both fixed-wing and helicopter air transportation
services.

Discovery Mining’s competitive advantage is derived from its understanding of mineral, base and
precious metal mining exploration operations, the experience of its employees, the company ’s ability to
support a spectrum of services including freight forwarding, purchasing and expediting on behalf of
customers and providing turn-key remote camp construction and management in harsh climates. During
its peak season, from April to August each year, Discovery Mining employs over 50 people. Dueto the
seasonal nature of Discovery Mining’s business, the average number of employees over the remainder of
the year is approximately 12.

Technical Services

Technical Services provided airframe maintenance, repair and overhaul services until January, 2016,
when substantially all of its assetswere sold. Technical Services speciaized in servicing aircraft
containing 100 and fewer seats, and was authorized to perform maintenance and modifications on
Canadian, U.S. and European registered aircraft.

At thetime of its sale in January 2016, Technical Services employed 142 people.
Corporate Support

Discovery Air provides management servicesto its operating subsidiaries, including strategy, Corporate
Finance and accounting services, Legal, Human Resources and Information Technology.

Ordinary course of busi ness operating decisions are made by management of the Corporation ’s various
operating subsidiaries.

REGULATORY ENVIRONMENT
The aviation industry operates in a stringent and comprehensive regulatory environment.

Civil air transportation in Canadais regulated federally and is the responsibility of the Minister of
Transport under the CTA . The Canadian Transportation Agency is responsible for the licensing of air
carriers that provide domestic or international publicly available air transportation servi ces, and for the
enforcement of the CTA and itsrelated regulations. Transport Canada administersthe Aeronautics Act
(Canada), and all related regulations, orders and advisory materials, which contain the requirements for
the issuance and maintenance of air operator certificates. No person may operate an air transport service
or aerial work service unless that person holds and complies with the provisions of an air operator
certificate that authorizes the person to operate that service.

As part of the certification process, an applicant must demonstrate that it has devel oped an operational
control system and organizational structure in accordance with Transport Canada regulations. Transport
Canada approval isrequired for key managerial personnel, includ ing the accountabl e executive.
Transport Canada must al so approve an applicant ’s operations manual, standard operating procedures,
minimum equi pment lists and other required documents.

An air operator certificate designates the operator to which the certi ficateisissued as adequately equipped
and capable of conducting a safe operation. Air Tindi, GSH, and DA Defence have been issued air
operator certificates to conduct their respective flight operations. Aslong asthey comply with the
conditions and operations specifications outlined in the respective certificates, the certificates will remain
valid.
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All operators participating in the civil air transportation business must also adhere to the aviation safety
reguirements as set out in the Canadian Aviation Regulations (“CARS”). The CARs are administered by
Transport Canada and prescribe requirements relating to aircraft identification and registration, personnel
licensing, general operating and flight rules, commercial air services and air navigation services.

Many of the flight operations and maintenance procedures, policies and controls of Air Tindi, GSH, and
DA Defence are subject to approval by Transport Canada. DA Defence is also subject to certain rules
and regulations imposed by the Canadian Armed Forces and under the Canadian Controlled Goods
Program. In addition, both DA Defence and its U.S. subsidiaries are required to comply with the U.S.
International Trafficin Arms Regulations (“I TAR™), the U.S. Export Administration Regulations and the
German War Weapons Control Act with respect to the handling of certain defence articles and related
technical data, and the provision of certain defence services.

See aso “Description of Capital Sructure — Constraints” regarding CTA -imposed restrictions on foreign
ownership.

RISK FACTORS

The discussion below addresses the principa risks that the Corporation currently views as having the
potential to significantly impact its business, financial condition, liquidity or results of operations. Those
principal risks are described below, followed by other risk factors that could also imp act the Corporation
but which have been assessed as having alower probability of occurrence or alesser impact on the
Corporation, or both, than the principal risks.

The Corporation has significant risks to manage. The significance of these risks may change over time.
Furthermore, certain risks that the Corporation has not yet identified, or that it currently considersto be
immaterial, may be or may become principal or otherwise significant risks.

Principal Risks
Risksto CATS Contract and ICATS Standing Offers

A significant portion of DA Defence’s revenues and earnings are derived from the Standing Offers. Once
awarded by PWGSC, the CATS Contract will replace the Standing Offers. Therefore, if DA Defence is
not awarded the CATS Contract or isonly able to secure the CATS Contract on significantly reduced
profit margins, the Corporation’s revenues, EBITDA and cash flows would be materially adversely
affected. This could result in the Corporation being unable to meet its obligations as they become due
and/or breaching its debt covenants. Absent waivers or other concessions from any lenders whose loans
are in default, those lenders may be entitled to accel erate the amounts due under their loans or otherwise
take enforcement action against the Corporation. If enforcement action were taken by the Corporation’s
lenders, the Corporation may need to seek protection from its creditors. Such events would have a
material adverse effect on the Corporation ’s business, prospects, operations, financial condition and
operating results. As aresult, the value of the Common Shares may decline or become worthless.

The Corporation is undertaking a number of actions to mitigate the probability and impa ct of thisrisk
materializing, including pursuing combat support services opportunities in international markets. To this
end, DA Defence completed the TAC acquisition, secured the German Contract, secured the Australian
Contract and (through its subsidiary) entered into the Sale Agreement in order to source afleet of
supersonic and high subsonic aircraft that management expects will position DA Defence to secure new
businessin the U.S. and international combat support markets. Additionally, DA Defence plansto bid on
the UK Contract.
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Acquisition of the F-16 and A-4N Aircr aft

To prepare for the further growth of DA Defence, in October, 2013, it entered into the Sale Agreement, as
amended. Additionally, in order to complete the acquisition of the Additional Fighter Jets and certain
upgrades and transport of the aircraft, DA Defence or its U.S. subsidiaries must first obtain TPT Approval
(among other regulatory approvals). The TPT Approval will require, among other things, the aw ard to
DA Defence of agovernment contract for combat training services that requires the use of the Additional
Fighter Jets. A number of factors could adversely affect the ability of DA Defence to obtain TPT
approval, including changes in government poli cy, laws or political factors with respect to the operation
of ex-military aircraft. Furthermore, given the complexity of the regulatory approval process, there can
be no assurances as to whether the required approvals will be obtained, the timing of any such approvals,
or conditions or limitations which may accompany any such approval. There can be no assurance that
there will be a government procurement for combat airborne training services that will require the use of
the Additional Fighter Jets. Furthermore, a number of factors could adversely affect the likelihood of an
award to DA Defence of a qualifying government contract or the ability of DA Defence to perform under
any such contract, including competition from existing competitors, entry into the contracted airborne
training market by new competitors; changesin government policy, laws or political factors with respect
to government and/or military procurement and/or operation of ex-military aircraft; or the inability of DA
Defence to secure financing pursuant to the Financing Options.

Financing for DA Defence

In order to grow its business, including completing the acquisition of the Additional Fighter Jets,
completing certain required upgrades, and making the required capital expenditures that are expected to
be required to perform under new government contracts for airborne training services, DA Defence will
require significant additional capital . The Corporation is in discussions with various funding sources but
has not yet agreed to any terms for any such financing. Furthermore, there can be no assurances that any
such financing will be available on acceptable terms, or at all, when it isrequired.

Additionally, the Corporation will require significant further capital should it proceed to exercise al of its
options under the Sale Agreement.

Challengesto Growing the Corporation’s Businessif the Sale Agreement isnot Completed

Management believes that the Additional Fighter Jets will, if ultimately acquired by DA Defence, provide
DA Defence with the most advanced fleet of combat support aircraft in the world and, accordingly,
provide DA Defence with ahighly competitive offering with which to grow in the U.S. and international
combat support markets. If the Corporation is unable to obtain TPT Approval and compl ete the purchase
of the Additional Fighter Jets, DA Defence’s prospects for competitive advantage in the U.S. and
international combat support markets may be significantly reduced. Although DA Defence may continue
to pursue revenue diversification in the U.S. and other international jurisdictions leveraging the stre ngth
of itstrack record as an experienced combat support services provider, the management of the
Corporation believes that the lack of an advanced offering, such asthe Additional Fighter Jets, may limit
DA Defence’s growth prospects. Absent the identifi cation and execution of significant, offsetting growth
opportunities in the Corporation’s other subsidiaries, the Corporation’s |ong-term growth prospects may
be limited.

In the event that the Corporation failsto grow revenues, it may not be able to gener ate sufficient EBITDA
and cash flows to remain in compliance with its debt covenants beyond fiscal 201 8. Absent waivers or
other concessions from any lenders whose loans are in default, those lenders may be entitled to accelerate
the amounts due under thei r loans or otherwise take enforcement action against the Corporation. If
enforcement action were taken by the Corporation’s lenders, the Corporation may need to seek protection
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from its creditors. Such events could have a material adverse effect on the Cor poration’s business,
prospects, operations, financial condition and operating results. As aresult, the value of the Common
Shares may decline or become worthless.

Regulatory Environment

Theair transport industry is subject to a number of aviation, envi ronmental, employment, competition and
other laws relating to various aspects of the business. These laws generally require aircraft operators and
maintenance facilities to maintain and comply with the terms of a variety of certificates, permits, licences
or approvals. Asan air operator, DA Defenceis subject to the same regulatory provisions asthe
Corporation’s other subsidiaries; however, the military nature of its operations and equipment subject DA
Defence to additiona regulatory approval s under the airworthiness rules of the Canadian Armed Forces
and foreign armed forces, and to additional government regulations including the Controlled Goods
Regulations (Canada), the ITAR and similar foreign regulations.

Furthermore and with respect to aviation | aws, the ability of GSH, Air Tindi, and DA Defence to conduct
busi ness depends on their ability to comply with applicable regul atory requirements. Although the
Corporation and its subsidiaries are committed to complying with all applicable laws, thereisno
assurance that it will bein full compliance wi th al requirementsat all times.

In addition, the Corporation’s aviation subsidiaries are subject to routine audit s by Transport Canada and
other international aviation regulators to ensure compliance with all applicable flight operation and
aircraft mai ntenance requirements. DA Defence a so undergoes regular audits by DND Operational and
Technical Airworthiness authorities. Failure to pass such audits could result in fines or the grounding of
arcraft.

Compliancewith Covenants

The Corporation is required to maintain certain covenants under its financing covenants. The Corporation
was in compliance with the amended covenants as of January 31, 201 7.

There can be no assurances that the Corporation will be able to comply with the revised covenants or
obtain waivers or amendments going forward. Factors that could negatively affect covenant compliance
include:

negative pressure on EBITDA;

increases in debt service payments due to increased borrowing costs or changes to loan
amortization; and

the ability of the Corporation to continue to acquire waivers, or amendments, on certain covenants
from its mgjority shareholder.

If aloan isin default, that lender may be entitled to accel erate the amounts due under their loans or
otherwise take enforcement action against the Corporation. If enforcement action were taken by the
Corporation’s lenders, the Corporation may need to seek protection from its creditors. Such events would
have a material adverse effect on the Corporation ’s business, prospects, operations, financial condition
and operating results. As aresult, the value of the Common Shares may decline or become worthless.

Deterioration of the Corporation’sFinancial Condition

Should the Corporation experience deterioration in itsfinancial condition due, among other factors, to a
deterioration in its consolidated revenues and rel ationships with suppliers and/or the ability to manage
costs, the Corporation may be materially adversely affected and may not be able to pay its debts as they
become due. Such events would have a material adverse effect on the Corporation ’s business, prospects,
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operations, financia condition and operating results. As aresult, the value of the Common Shares may
decline or become worthless.

Liquidity and Accessto Capital

The Corporation’s cash flows are affected by the seasonality of its operations, in particular, the cash
outflows required to support the ramp up in operations in the first quarter of each fiscal year (which,
among other things, requires expenditures on aircraft mai ntenance and ferrying and additional working
capital). The Corporation anticipates spending additional fundsin fiscal 2018 to fund capital expenditures
including aircraft sourcing and upgrading initiatives at DA Defence. In the event that the Corporation’s
liquidity becomes constrained, the Corporation may need to curtail expenditures on growth projects which
could adversely affect the future profitability of its business.

Furthermore, if the Corporation is unable to achieve certain key milestones set out in the Secured
Debentures relating to the award to or loss by DA Defence of the CATS Contract, the maturity date of the
Secured Debentures may be accelerated and it may be difficult for the Corporation to continue meeting
certain financial covenants. Further, if the Corporation’s share price fails to rise above the minimum

price necessary for the Unsecured Debentures and the Secured Debentures to be converted into equity
(whether because the key milestones set in the Secured Debentures are not met or otherwise), the
Corporation will owe approximately $117.2 million on March 31, 2018 and $34.5 million on June 30,
2018. If thiswereto occur, there is arisk that the Corporat ion might not be able to fully repay or
refinance those debts as they come due.

The Corporation’s other debt agreements also contain affirmative and negative covenants that could limit
the Corporation’s ability to respond to changes in business and economic conditions or to undertake
profitable growth initiatives. Failure to observe those covenants could result in a default under one or
more of the Corporation’s debt agreements, and upon such default and any related cross defaults, the
Corporation’s lenders could elect to declare all principal and interest owing under such debt agreements
to be immediately due and payable.

If the Corporation is unable to fully repay or refinance debts as they came due or the Corporation ’s
lenders choose to take enforcement action as aresult of a default by the Corporation of one or more of its
debt covenants, the Corporation may need to seek protection from its creditors. Such events would have a
material adverse effect on the Corporation’s business, prospects, oper ations, financial condition and
operating results. As aresult, the value of the Common Shares could decline or become worthless.

The Corporation currently carries asignificant amount of debt relative to its peers. Adverse changesin
credit conditions, i ncluding significant increasesin interest rates or the adoption of more restrictive
lending practices, could have an adverse effect on the Corporation ’s ability to fund future growth or
refinance existing debt as it matures.

Resour ces Required to Support an Expanded DA Defence Business

Since 2005, DA Defence has operated in North America on behalf of the Canadian Armed Forces. In
December, 2013, DA Defence acquired TAC and, as of January 2015, began providing training services
to the German Armed Forces. As aresult of these developments, DA Defence now directly manages, or
oversees the management of, operations in Canada, the U.S. and Germany. In fiscal 2018, DA Defence
will begin operationsin Australia pursuant to the Australian Contract providing training servicesto the
Australian Defence Force.

If DA Defence is successful in obtaining TPT Approval and the necessary financing for the acquisition of
the Additional Fighter Jets, those aircraft will, together with the ten aircraft of TAC, result in asignificant
increase in the fleet size actively employed (directly and indirectly) in the DA Defence business.
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The expansion of the DA Defence business requires DA Defence and its subsidiaries to recruit, hire and
train experienced pilots, maintenance engineers and managem ent personnel in Canada, and
internationally. To the extent that the subsidiaries of DA Defence are required to hold security clearances
from the Canadian, or international governments, those subsidiaries may be required to abide by certain
measures designed to limit influence or control by foreign persons and, therefore, may need to operate at
arm’s length from DA Defence management in Canada. Although the Corporation’s management
believes that the human resources required by DA Defence and its subsidiaries are readily available, there
isarisk that DA Defence or its subsidiaries may be unable to recruit, hire and train all of the required
personnel on atimely basis.

In addition to the capital required to purchase the Additional Fighter Jets, DA Defence and its subsidiaries
will also have elevated capital requirements associated with the on -going maintenance of alarger fleet of
aircraft and compliance with obligations under any newly awarded government contracts . The
Corporation may need to fund future capital requirements of the DA Defence business from external
sources of financing. There can be no assurance th at the necessary financing will be available to the
Corporation when required or, if available, that it will be on terms acceptabl e to the Corporation. If the
Corporation is not able to meet its capital requirements, this could adversely affect the Corporation ’s
ability to maintain its aircraft (and, therefore, the value of its aircraft) and service commitments to
customers.

Mining, Oil and Gas Exposure

The earnings and cash flow of the Corporation’s GSH, Mining Services and Air Tindi businesses are
exposed to changes in commaodity prices and the general performance of the oil & gas and mining sectors
more generally. These businesses derive a significant amount of their earnings and cash flow from the
services provided to these sectors. As aresult, a decrease in commodity prices or activity levelsin the oil
& gas or mining sectors may materially reduce demand for services provided by GSH, Mining Services
and/or Air Tindi, which may in turn materialy adversely affect the Corporation ’s business, prospects,
operations, financial condition and operating results.

The management of each of the Corporation’s subsidiaries is continually assessing its revenue mix and
dependence on specific industry segments. The Corporation ’s subsidiaries engaged in commercial
operations have recently undertaken a review of the markets in which they operate and commenced the
development of sales and marketing plansf or specific customer segments, and have ceased operationsin
certain markets where management determined continued operation would not be accretivetot he
Corporation’s profitability going forward.

Safety of Operations

Hazards are inherent in the operation of aircraft, particularly in the challenging environments in which the
Corporation’s aviation subsidiaries operate. Such hazards can be significant an d could, among other
things, result in: personal injury or fatality; damage to, or destruction of, the Corporation’s aircraft or
other equipment; damage to third party property; delays, suspensions or permanent reductionsin the
services the Corporation of fers, or is able to offer; litigation and, ultimately, legal liability; regulatory or
governmental intervention imposing fines or limitations on the Corporation’s operations; and monetary
losses. In addition, if the Corporation’s safety record were to mate rially deteriorate, or be perceived to
have materially deteriorated, its ability to attract and retain customers and employees could be adversely
affected. Furthermore, although Discovery Air maintainsinsurance against the principal risks arising from
aviation accidents, the coverage provided by itsinsurance is subject to limits, including exclusions and
coverage limits, which could cause the Corporation to incur direct financial exposure if the liability
arising from an accident exceeded its coverage limit or were excluded from coverage. The foregoing
hazards, factors, limitations and other considerations could have a material adverse effect on the
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Corporation’s business, prospects, operations, financial condition and operating results. As a result, the
value of the Common Shares could decline or become worthless.

While safety is a primary consideration for Discovery Air and its customers, no assurances can be given
that the Corporation will be able to operate without significant incident. For example, in 2014, 2015 and
2016 the Corporation’s aviation subsidiaries had a forced airplane landing due to weather and two
helicopter accidents, one of which regrettably resulted in the fatality of an employee.

In fiscal 2013, Discovery Air formed a company -wide saf ety committee comprised of flight and
occupational health and safety representatives from each of the Corporation’s subsidiaries. This
committee meets regularly to collaborate on safety initiatives, review reported safety incidents, their
causes and corrective action plans, and share best practices with a view to facilitating each subsidiary’s
continuous improvement efforts. The leader of the safety committee also participatesin, and provides
reports to, the Corporation’s senior |eadership team on aweekl y basis. However, no assurances can be
given that this committee, or other of the Corporation’s safety initiatives, will be able to prevent any
particular future incident.

Additional funding for Pursuit of Growth Projects

In order to continue to fund growth projectsat DA Defence, the Corporation will require additional
financing in fiscal 2018 and beyond. There can be no assurance that the Corporation will be able to secure
such additional financing on terms acceptableto the Corporation. If the Corporation is unable to secure
such financing on terms acceptable to it, the Corporation may need to curtail further expenditures on
growth projects at DA Defence, which could impair the ability of DA Defence and its U.S. subsidiaries to
secure acombat support contract with the U.S. or other foreign government.

If, in addition to being unable to secure such additional financing, the Corporation ’s financia condition
deteriorates further, the Corporation may be unable to maintain a dequate liquidity solely by curtailing
expenditures on growth projects. In such case, the Corporation may be unable to pay its debts as they
become due. Such events would have a material adverse effect on the Corporation ’s business, prospects,
operations, financial condition and operating results. As aresult, the value of the Common Shares may
decline or become worthless.

Sale Of Underutilized Aircraft And Other Non -Cor e Assets

The Corporation continually reviews its fleet to determine whether to dispose o f any underutilized aircraft
or other assets. There can be no assurance asto if and when any of the other underutilized aircraft or
assets will be sold and, if so, whether the sale prices will be at or above their carrying value. Proceeds
from the sale of aircraft and other assets will be used to pay down outstanding loan balances, or provide
additional working capital for the Corporation or purchase other required assets. Should the value realized
on the sale of assets be lower than their associated |oan balances, the Corporation may be required to use
additional cash from operationsto repay the deficiency. The timing of these saleswill be dependent on

the demand from purchasers, which is currently not determinable.

Attraction and Retention of Required Human Resour ces

Qualified pilots, aircraft mechanics and other highly trained personnel arein high demand and are likely
to remain a scarce resource for the foreseeable future. Thisis m ade even more challenging by the
Corporation’s need to place personnel in remote geographic locations and by the need to meet high
minimum levels of experience stipulated by some of Discovery Air’slargest customers. If the
Corporation is unable to successfully attract and retain personne possessing the skills and experience
required for its business at a sustainable cost, it may be unable to profitably retain its most profitable
customers and/or grow the business.
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The compensation paid by the Corporation and its subsidiaries to their employeesis, i h most cases,
competitive in the geographic areas in which it operates. Discovery Air periodically reviewsits
compensation practices and adjusts them when necessary or advisable having regard to market conditions.

The Corporation’s management acknowledges, however, there are a number of factors unrelated to
compensation that affect Discovery Air’s ability to attract and retain the human resources it requiresto be
successful. Inthisregard, the Corporation annually conducts an employee survey aimed at identifying the
principal drivers of satisfaction and dissatisfaction among its employees. Discovery Air used this
information to develop human resources programs and practices aimed at enhancing employee
engagement and improving the Corporation’s ability to attract and retain qualified personnel.

Non-Principal Risks

The discussion below describes risks that could have a significant impact on the Corporation but which,
due to their most recently assessed probability and impact, are not con sidered to be principal risks. These
risks are organized into the following categories: Business and Operational Risks; Financial Risks,
Industry Risks and Risks to Shareholders in Holding Common Shares of the Corporation .

As indicated above, the significance of these risks may change over time. Furthermore, certain risks that
the Corporation has not yet identified, or that it currently considers to beimmaterial, may be or may
become principal or otherwise significant risks.

Palitical and Economic Risksin Foreign Jurisdi ctions

The Corporation conducts operations in a number of foreign countries. The Corporation is also actively
seeking additional opportunities to expand its business into jurisdictions where there is a demand for its
services, where appropriate risk-adjusted returns can be earned and where the Corporation is able to
maintain the flight safety standards comparabl e to those employed in its Canadian operations. Itis
possible that political and economic conditionsin foreign jurisdictionsin which the Corporation’s
subsidiaries operate could change in a manner unfavourable to the Corporation. Such changes could
include, among other things, changesin laws affecting ownership of assets, taxation, rates of exchange,
safety standards, environmental pr otection, labour relations, repatriation of income or return of capital, al
or any of which could adversely affect the ability of the Corporation ’s subsidiaries to continue carrying on
businessin such jurisdictions.

Importance of Indigenous Relationships

The Indigenous joint ventures to which the Corporation’s subsidiaries are parties are important to the
success of those subsidiaries. An inability to maintain such relationships and comply with local
regquirements could adversely affect the Corporation’s business in northern and western Canada.

Competitive Conditions

Specialty aviation services are typically purchased through competitive bid processesin which proponents
compete on the basis of their reputation for safety, dispatch reliability, service quality, aircraft
specifications and availability, operational experience, reputation and pricing.

For example, management of the Corporation believes GSH’s large fleet and record for quality provide a
competitive advantage in the helicopter servicesindustry. However, the industry has alarge number of
operators whose fleet ranges from one or two aircraft to more than twenty, and so the environment for
helicopter services remains competitive.

Further, while management of the Corporation believesthat DA Defence is the only Canadian-based
aviation services company that is currently operationally capable of performing airborne training services
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for the Canadian Armed Forces, there is no assurance that operationally capable competitors for these
services will not emerge in the future.

Finally, management of the Corporation believes that Air Tindi’s competitive advantages include its
strategic network of loyal clients, strong Indigenous joint-ventures, and highly experienced, long standing
staff. Notwithstanding such advantages, the aviation market in Y ellowknife and the northern territories
remains stagnant as aresult of few new junior mining exploration clients entering the market.

Financial Risks
Foreign Currency Fluctuations

Much of the revenues and expenses from the Corporation’s growing foreign operations are primarily in
U.S. Dollars, which increases its exposure to foreign currency risk. The Corporation also incurs payment
obligations on the purchase of aircraft, maintenance expenditures related to overhauls and spare parts
procurement in U.S. dollars and Euros.

Furthermore, DA Defence may receive all or a substantial portion of its revenues under the German
Contract in Canadian Dallars even though a majority or asignificant portion of itsexpensesinincurred in
connection with that contract are expected to be incurred in Euros and U.S. Dallars.

Asof January 31, 2017, the Corporation evaluated the currency risk on unhedged foreign currency
liabilities by assessing the impact of a’5.0% rise or fall in the Canadian dollar agai nst the foreign
currencies, with all other variables unchanged. Such an exchange rate change would have a $0. 4 million
impact on the Corporation’s loss and equity for the year ended January 31, 2017. Thisimpact would be
offset by the change in foreign currency accounts receivables, netting to an immaterial impact.

Changesin Interest Rates

Asof January 31, 2017, a substantial portion of the Corporation’s debt bears a fixed ra te of interest, with
$36.6 million of loans and borrowings subject to variable rates. The Corporation may be exposed to
future financid risk from fluctuations in interest rates and the resulting interest expense associated with
its short-term and long-term debt. A 25 basis point increase or decreasein interest rates on such debt
obligations would impact the Corporation’s annual interest expense by approximately $ 0.1 million.

Environmental Conditions

Air operations are affected across all subsidiaries by weather. Unusually harsh conditions may affect the
ability to complete operations.

Dividend history or policy

No dividends on the Common Shares have been paid by the Corporation to date. The Corporation
anticipates that for the foreseeabl e future it will retain future earnings and other cash resourcesfor t he
operation and devel opment of its business aswell as to reduce debt. Payment of any future dividends will
be at the discretion of the Corporation’s board of directors, after taking into account many factors,
including the Corporation’s operating results, financial condition and current and anticipated cash needs.

Risks of Holding Sharesin a Controlled Company

To the best of the Corporation’s knowledge, the Clairvest Parties currently own, or exercise control or
direction over, 70,601,728 Common Shares, representing approximately 86.1% of the votes attaching to
all of the Common Sharesissued and o utstanding. Accordingly, the Clairvest Parties have significant
influence on the Corporation’s strategic direction and significant corporate transactio ns, and may
determine any matter coming before a vote of shareholders of the Corporation, including the election of
directors. The Clairvest Parties alone are in a position to cause or prevent approval of certain matters
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requiring shareholder approval and the Clairvest Parties may a so be able to effect certain fundamental
changes to the Corporation in accordance with the Canada Business Corporations Act because they are
ableto, on their own, meet the applicable 66 %/:% voting threshold for shareholder ap proval to effect such
changes. The interests of shareholders of the Corporation may not align with the interests of the Clairvest
Parties. In addition, in exercising their voting rights with respect to the Common Shares controlled by
them, the Clairvest Parties do not owe afiduciary duty to other shareholders or the Corporation. Asa
result, the Clairvest parties could cause the Corporation to take actions that other shareholders do not
support. Shareholders should also be aware that votes in respect of th e Common Shares may be
significantly influenced by a small group of shareholders of the Corporation, including in the context of
“majority of the minority” approvals for certain related party transactions.

This concentration of voting power may cause the market price of the Common Shares to decline, delay
or prevent any acquisition or delay or discourage take-over attempts that shareholders may consider to be
favourable, or make it more difficult or impossible for athird party to acquire control of the Co rporation
or effect a change in the Corporation’s Board of Directors and management. Any delay or prevention of a
change of control transaction could deter potentia acquirers or prevent the completion of atransaction in
which the Corporation’s shareholde rs could receive a substantial premium over the then current market
price for their Common Shares. In addition, the Clairvest Parties’ interests may not in all cases be aligned
with the interests of the other shareholders of the Corporation. The Clairvest Parties may have an interest
in pursuing acquisitions, divestitures and other transactions that, in the judgment of its management,
could enhance its investment in the Corporation, even though such transactions might involve risks to the
shareholders of the Corporation and may ultimately affect the market price of the Common Shares.

Further, the significant ownership of Common Sharesby the Clairvest Parties may affect the market
price, trading volume and liquidity of the Common Shares. The effect of the Clairvest Parties’ influence
may impact the price that investors are willing to pay for Common Shares. If the Clairvest Parties sell a
substantial number of Common Shares in the public market, the market price of the Common Shares
could decrease significantly.

Risks Associated with the New Clairvest L oan

On December 20, 2016, the Corporation, through its subsidiary, DA Defence, e ntered into the New
Clairvest Loan providing for arevolving credit facility in the aggregate principal amount of $25 million.
The borrowings under the New Clairvest Loan, as secured, bear interest at arate of 12% per annum and
mature on June 30, 2017. The New Clairvest Loan also contains an optional conversion feature (the
“Conversion Feature™), which provides the Clairvest Partie s an option, subject to certain conditions, to
convert the outstanding balance under the New Clairvest Loan into common shares of DA Defence, a
wholly-owned subsidiary of the Corporation, at a conversion price to be determined on the basis of the
value of the DA Defence business, after the application of certain agreed upon adjustments, as determined
by an independent and qualified valuator. The Corporation filed a Material Change Report and certain
Material Contracts in connection with the New Clairvest Loan on December 23, 2016, a copy of which is
available on SEDAR at www.sedar.com. To the best of the Corporation’s knowledge, the Clairvest
Parties currently own, or exercise control or direction over, 70,601,768 Common Shares, representing
approximately 86.1% of the votes attaching to all of the Common Shares issued and outstanding.
Accordingly, the Clairvest Parties have significant influence on the Corporation’s strategic direction and
significant corporate transactions and may be in a position to determine any matter coming before avote
of shareholders. Theinterests of shareholders of the Corporation may not align with the interests of the
Clairvest Parties, and the Clairvest Parties do not owe afiduciary duty to other shareholders or the
Corporation. As aresult, the Clairvest Parties could t ake certain actions that other shareholders of the
Corporation do not support, including exercising the Conversion Feature. Though the Conversion Feature
is subject to certain conditions (the “Conversion Conditions”), including any required shareholder or
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other regulatory approval necessary under applicable securities law and TSX rules, the Clairvest Parties
exercising the Conversion Feature and successfully satisfying th e Conversion Conditions could result in
the Corporation owning significantly less of DA Defence, which is one of the Corporation’s key
subsidiaries. In addition, the exact terms of the Conversion Feature are subject to the valuation and
adjustments described above and, as such, cannot be known at this time. Successful exercise of the
Conversion Feature could impact the assets and future growth prospects of the Corporation, resulting in a
potential diminishment in value of the Corporation and its securities in away that disproportionately
impacts the non-Clairvest Party securityholders.

Risks Relating to the Potential Equity Privatization

Conditions Precedent to the completion of the Arrangement

The completion of the Arrangement is subject to a number of conditions precedent, some of which are
outside the control of Corporation, including, without limitation, receipt of shareholder and court
approval. There can be no certainty, nor can the Corporation provide any assurance, that these conditions
will be satisfied or, if satisfied, when they will be satisfied. Though shareholders that together hold 90.5%
of the outstanding Common Shares have indicated they will vote in favour of the Arrangement, there can
be no assurance that the Arrangement will be completed. If the Arrangement is not completed, the market
price of the Corporation’s securities may be adversely affected.

Cash Consideration is Dependent Upon the Completion of the Arrangement

The Cash Consideration to be paid to Corporation shareholders pursuant to the Arrangement is dependent
upon the successful completion of the Arrangement, which, for reasons discussed above, is not assured. If
the Arrangement is not completed, the Corporation shareholders will not receive the Cash Consideration,
the assets and future growth prospects of the Corporation may be adversely affected, and the market price
of the Corporation’s securities may be adversely affected.

M atters Affecting Trading Pricesfor the Unsecured Debentures

Whether or not the Unsecured Debentures will trade at lower prices depends on many factors, including
the liquidity of the Unsecured Debentures, prevailing interest rates and the markets f or similar securities,
the conversion value of the Unsecured Debentures, general economic conditions and the Corporation’s
financial condition, historic financial performance and future prospects.

In the case of certain transactions, each Unsecured Debent ure will become convertible into the securities,
cash or property receivable by a holder of Common Sharesin the kind and amount of securities, cash or
property into which the Unsecured Debenture was convertible immediately prior to the transaction. This
change could substantially lessen or eliminate the value, or perceived value, of the conversion privilege
associated with the Unsecured Debenture in the future. For example, if the Corporation were acquired in a
cash merger, each Unsecured Debenture would b ecome convertible solely into cash and would no longer
be convertible into securities whose value would vary depending on the Corporation’s future prospects
and other factors.

The market price of the Unsecured Debentures may be adversely affected by av ariety of factors relating
to the Corporation’s business, including fluctuations in the Corporation’s operating and financial results,
the results of any public announcements made by the Corporation and th e Corporation’s failure to meet
expectations. In addition, from time to time, the market experiences significant price and volume
volatility that may affect the market price of the Unsecured Debentures for reasons unrelated to the
Corporation’s performance. There can be no assurance that the market price o f the Unsecured Debentures
will not experience significant fluctuationsin the future.
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Credit Risk and Prior Ranking Indebtedness; Absence of Covenant Protection

Thereis no guarantee that the Corporation will have sufficient cash available to make interes t and
principal payments on the Unsecured Debentures on atimely basis or at al. In addition, the Unsecured
Debentures are unsecured obligations of the Corporation and are subordinate in right of payment to all the
Corporation’s existing and future indebt edness obligations. Therefore, if the Corporation becomes
bankrupt, liquidates its assets, reorganizes or enters into certain other transactions, the Corporation’s
assets will be available to pay its obligations with respect to the Unsecured Debentures onl y after it has
paid all of its senior and secured indebtednessin full. There may be insufficient assets remaining
following such payments to pay amounts due on any or all of the Unsecured Debentures then outstanding.
The Unsecured Debentures are also effectively subordinate to claims of creditors (including trade
creditors) of the Corporation’s subsidiaries except to the extent the Corporation is a creditor of such
subsidiaries ranking at least pari passu with such other creditors. The Unsecured Debenture Indenture
does not prohibit or limit the ability of the Corporation or its subsidiaries to incur additional debt or
liabilities (including indebtedness abligations) or to make distributions, except in certain limited
circumstances.

Structural Subordination of the Unsecured Debentures and Credit Risk

Liabilities of a parent entity with assets held by various subsidiaries may result in the structural
subordination of the lenders of the parent entity. The Corporation is entitled only to the residua equity of
its subsidiaries after all debt obligations of its subsidiaries are discharged. In the event of a bankruptcy,
liquidation or reorganization of the Corporation, holders of indebtedness of the Corporation (including
Unsecured Debentures holders) may beco me subordinate to lenders to the subsidiaries of the Corporation.

Additional risks may be found under the heading “ Risk Factors” in Management’s Discussion and
Analysisfor thefiscal year ended January 31, 2017, which isincorporated herein by reference a nd may be
found on SEDAR at www.sedar.com.

DESCRIPTION OF CAPITAL STRUCTURE
Share Structure

The Corporation is authorized to issue an unlimited number of Class A Shares and an unlimited number
of Class B Shares.

Class A Shares may be beneficially owned or controlled, directly or indirectly, only by persons who are
Canadians, and Class B Shares may be beneficially owned or controlled, directly or indirectly, only by
persons who are not Canadians. See “Description of Capital Sructure — Constraints” below.

As of January 31, 2017 there were 79,286,721 Class A Shares and 2,710,754 Class B Shares issued and
outstanding which reflects the number of Common Shares issued from treasury in connection with the
2014 Rights Offering, the Standby Commitment and the 2015 Rights Offering.

The holders of the Class A Shares are entitled to vote at all meetings of the shareholders of the
Corporation (except meetings at which only holders of a specified class of shares are en titled to vote) and
are entitled to one vote for each Class A Share held.

The holders of the Class B Shares are entitled to vote at all meetings of the shareholders of the
Corporation (except meetings at which only holders of a specified class of shares a re entitled to vote) and
are entitled to one vote for each Class B Share held, provided that the Class B Shares asaclass are
entitled to exercise no greater than 25% of all votes attached to the Common Shares.
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The holders of the Class A Shares and the holders of the Class B Shares are entitled to:

@ receive equally, subject to the rights, privileges, restrictions and conditions attached to
any other class of shares of the Corporation, any dividends declared by the Corporation,
and

(b) receive equally, subject to the rights, privileges, restrictions and conditions attached to
any other class of shares of the Corporation, the remaining property of the Corporation
upon the liquidation, dissolution or winding -up of the Corporation, whether voluntary or
involuntary.

Following the Clairvest Share Purchase, the Clairvest Parties directly or indirectly own, or exercise
direction or control over, 70,601,728 Common Shares of the Corporation, representing approximately
86.1% of the votes attaching to all of the Common Sharesissued and outstanding . Accordingly, the
Clairvest Parties have the ability to determine any matter coming before a vote of the shareholders of the
Corporation and the Clairvest Parties alone may cause or prevent approval of any matter requiring
shareholder approval, including the election of directors.

The Clairvest Parties may also be able to effect certain fundamental changes to the Corporationin
accordance with the Canada Business Corporations Act because they would be able to, on their own,
meet the applicable 66 %/3% voting threshold for shareholder approval to effect such changes. The
interests of the Corporation’s shareholders may not align with the interests of the Clairvest Parties. In
addition, in exercising its voting rights with respect to the Common Shares controlled by it, the Clairvest
Parties do not owe a fiduciary duty to other shareholders or the Corporation. Additionally, votes in respect
of the Common Shares may be significantly inf luenced by a small group of shareholders of the
Corporation, including in the context of “majority of the minority” approvals for certain related party
transactions.

Unsecur ed Debentures

The Corporation’s Unsecured Debentures, which are listed on the TSX under symbol “DA.DB.A”, are
governed by the terms of a convertible debenture indenture dated May 12, 2011 (the “Unsecured
Debenture Indenture”).

The Unsecured Debentures accrue interest at the rate of 8.375% per annum payable on a semi -annual
basis. The Unsecured Debentures are direct, unsecured obligations of the Corporation, subordinated to
other indebtedness of the Corporation for borrowed money and rank equally with al other unsecured
subordinated indebtedness. Holders of the Unsecured Debentures may elect, upon complying with certain
procedures described in the Convertible Debenture Indenture concerning such Unsecured Debentures, to
convert their respective holdings into Common Shares at any time prior to the maturity date at a
prescribed conversion price (the “ Conversion Price”) of $5.07 per Common Share (or 6,804.7 Common
Shares for each $1,000 principal amount of Unsecured Debentures ), subject to adjustment in certain
circumstances.

The Unsecured Debentures were not redeemable prior to June 30, 2014. From June 30, 2014 to the
maturity date, the Corporation may, at its option, redeem the Unsecured Debentures, in whole or in part,
at par plus accrued and unpaid interest, provided that the weighted average trading price of the Class A
Shares on the TSX during a specified period prior to redemption is not less than 125% of the applicable
conversion price. Further, if the Corporation undergoes a change of control (as defined in the Unsecured
Debenture Indenture), the Corporation is required to offer to purchase al of the Unsecured Debentures.

Subject to certain conditions, the Corporation has the right to repay the outstanding principal amount of
the Unsecured Debentures, on maturity or redemption, through the issuance of Common Shares. The
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Corporation also has the option to satisfy its obligation to pay interest through the issuance and sale of
additional Common Shares. Additionally, the Cor poration has the option, subject to prior agreement of
the holders of the Unsecured Debentures, to settle its obligations on conversion by way of a cash payment
of equal value.

The Unsecured Debenture Indenture sets out details regarding conversion, redemp tion, interest payments,
meetings of debenture holders and other matters.

A copy of the Convertible Debenture Indentureis available on SEDAR at www.sedar.com.
Secured Debentures

The Corporation issued the Secured Debentures pursuant to a private placement on September 23, 2011 to
Clairvest Equity Partners 1V Limited Partnership, Clairvest Equity Partners IV Co -Investment Limited
Partnership, Clairvest Equity Partners 1V -A Limited Partnership, DA Holdings Limited Partnership and
G. John Krediet (collectively, the * Secured Debenture Holders”). The terms of the Secured Debentures
were subsequently amended on March 26, 2012, July 31, 2012, October 25, 2012, May 6, 2013, February
1, 2014, February 24, 2014, May 2, 2014, September 10, 2014, December 5, 2014, March 2, 2015, May
26, 2015, September 4, 2015, December 4, 2015, March 29, 2016, June 13, 2016, September 7, 2016,
November 30, 2016, and December 7, 2016 . The description below reflects those amendments.

The Secured Debentures have a maturity date of March 31, 2018 (originally March 22, 2017), subject to
adjustment by the Secured Debenture Holdersin the event that certain milestones are not achieved by the
Corporation. The Secured Debentures accrue interest at the rate of 10.00% per annum, which is
compounded annually and added to the adjusted principal amount of the Secured Debentures. The
Secured Debentures are also convertible, in certain circumstances, into 8,375,570 Common Shares
(originally 9,333,334 Common Shares, reduced to 9,291,824 Common Shares due to a partial repayment
in July 2014, 8,814,148 Common Shares following a $5 million repayment with proceeds from the 2015
Rights Offering, and further reduced to 8,375,570 Common Shares due to a partial repayment in January
2017) for an initial effective issue price of $7.50 per Common Share, subject to certain adjustment
provisions. The effective conversion price of the Secured Debentures increases at 10.00% per annum, and
as aresult, the face amount of the Secured Debentures plus all accrued interest will continue to be
convertible into 8,375,570 Common Shares (subject to customary anti -dilution adjustments). Upon
maturity or redemption, the Secured Debenture Holders may elect to either receive alump -sum payment
equal to the par value of the Secured Debentures, plus any accrued and unpaid interest thereon, or convert
their Secured Debentures into Common Shares at the applicable conversion price.

The Secured Debentures have afirst-lien security interest in all assets of the Corporation and its
subsidiaries, except with respect to accounts receivable, certain inventory and certain equipment. The
Corporation has the right to require the full subordination of the Secured Debenture Holders’ security
interest in respect of new indebtedness upon being awarded the CATS Contract (or an equivalent

contract) on certain terms. To date, such a CATS Contract has not been awarded. In the absence of such
an award, the Corporation is entitled to require subordination of the Secured Debentures Holders’ security
interest in assets or entities acquired by the Corporation or its subsidiaries after September 23, 2011 in an
amount up to $50 million and in certain other assets of the Corporation and its subsidiaries.

The Corporation may redeem the Secured Debentures provided, among other things, that the Corporation
has previously redeemed the Unsecured Debentures and the weighted average trading price of the Class A
Shares exceeds 116% of the then-applicable conversion price of the Secured Debentures over a specified
trading period prior to the issuance of the redemption notice. Further, if the Corporation undergoes a
change of control (as defined in the Secured Debentures), the Corporation is required to offer to purchase
all of the Secured Debentures.

DISCOVERY AIRINC. 2017 Annua Information Form Page 28



563

The Secured Debentures were amended on March 26, 2012 to, among other things, facilitate the early
repayment of certain indebtedness, change when and in what circumstances the Secured Debentures can
adjust the maturity date, change when and in what circumstances the Corporation can early redeem the
Secured Debentures, and require the consent of the Secured Debenture Holders before the Corporation
can issue equity securities or securities convertible into equity securities at aprice |l essthan the applicable
conversion price of the Secured Debentures.

The Secured Debentures were amended again on July 31, 2012 to facilitate the new committed operating
facility that was secured on August 1, 2012. Among other things, this amendment confirm s the Secured
Debenture Holders’ priority in relation to cash proceeds from their priority collateral and clarifies certain
defined terms in the Secured Debentures. The Secured Debentures were amended once again on October
25, 2012 to, among other things, afford the Corporation greater flexibility with respect to the deployment
of certainto international locations. The Secured Debentures were further amended on May 6, 2013 and
February 1, 2014 to facilitate the sale, amalgamation and dissolution of certain non -material subsidiaries
of the Corporation. The Secured Debentures were amended on May 26, 2015 to extend the maturity date
to September 30, 2017 from March 22, 2017 and amended again on December 7, 2016 to extend the
maturity date to March 31, 2018. Finally, the Secured Debentures were amended on February 24, 2014,
May 2, 2014, September 10, 2014, December 5, 2014, March 2, 2015 , May 26, 2015, September 4, 2015,
December 4, 205 March 29, 2016, June 13, 2016, September 7, 2016, and November 30, 2016 to waive or
modify the ratios rel ated to the PAR Covenant and Debt L everage Covenant for the quarters ended April
30, 2014 through October 31, 2017 (the “Covenant Amendments”™).

In exchange for the Covenant Amendments, the Corporation agreed (i) to provide the holders of the
Secured Debentures with afirst charge against al of the rea property owned by the Corporation and its
subsidiariesin Canada, (ii) to refrain from granting or incurring liens (other than certain customary
permitted liens) on any new assets that may be acquired by th e Corporation or its subsidiaries prior to
August 1, 2015 (unless during such period the Corporation isin compliance with the pledged asset ratio
covenant without regard to the Covenant Amendments), and (iii) not to request or require the Secured
Debenture Holders to subordinate their security in the Corporation’s assets pursuant to the Secured
Debentures prior to the later of December 31, 2016, and the date on which the Corporation isin
compliance with the covenants (subject to certain exclusions) in the Secured Debentures for the eight
quarters preceding the request. While the restriction described in (iii), above, isin effect the Secured
Debenture holders are not permitted to convert any or all of the Secured Debentures into Common Shares,
except in connection with the maturity of the Secured Debentures, or in connection with or following a
change of control (as defined in the Secured Debentures). In addition, in connection with the amendment
dated December 5, 2014, the Corporation agreed to apply 50% o f the proceeds of an equity financing
conducted prior to July 29, 2016, up to a maximum of $5.0 million, to repay the Secured Debentures. For
further details, refer to the Covenant Amendments which are available on SEDAR at www.sedar.com.

In connection with the Secured Debentures, the Corporation entered into certain agreements, including:
(i) aninvestor liquidity agreement which provides the Secured Debenture Holders with certain “demand”
and “piggy back” registration rights should they wish to sell their Common Shares by way of prospectus,
and (ii) a shareholders’ agreement (the “ Shar eholders Agreement”) among the Secured Debenture
Holders and certain management shareholders of the Corporation. Among other things, the Shareholders
Agreement provides the holders of the Secured Debentures with the right to have up to three nominees
appointed to the Board and the benefit of certain negative c ovenants for so long as the holders of the
Secured Debentures hold Common Shares representing at least 10% of the outstanding Common Shares
(calculated on afully-diluted basis, and assuming the conversion of the Secured Debentures).

The partiesto the Shareholders Agreement also have certain “rights of first offer” and “rights of first
refusal” in the event that the other parties to the Shareholders Agreement propose to transfer any of their
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Common Shares. The Shareholders Agreement also provides “pre -emptive” rights and “liquidity rights”
commencing after the fifth anniversary of the Shareholders Agreement.

Copies of the Secured Debentures and the Shareholders Agreement are available on SEDAR at
Www.sedar.com.

Constraints

The CTA requires holders of licences to operate a domestic air service to be “Canadian” within the
meaning of the CTA. The Corporation’s Articles of Continuance contain foreign ownership restrictions
designed to ensure that the Corporation maintains its “Canadian” status under the CTA.

Specifically, Class A Shares may be beneficially owned and controlled, directly or indirectly, only by
persons who are Canadians, and Class B Shares may be beneficially owned or controlled, directly or
indirectly, only by persons who are not Canadians.

For this purpose, “Canadian” has the meaning set forth in Subsection 55(1) of the CTA, which may be
summarized as follows:

@ a Canadian citizen or a permanent resident within the meaning of the Immigration and
Refugee Protection Act (Canada);

(b) agovernment in Canada or an agent thereof; and

(© acorporation or other entity that is incorporated or formed under the laws of Canada or a
province, that is controlled in fact by Canadians (as defined in paragraph (a)) and of
which at least 75% (or such lesser percentage as the Governor in Council may by
regulation specify) of the voting interests are owned and controlled by Canadians (as
defined in paragraph (a)).

Further, each issued and outstanding Class A Share will be converted into one Class B Share,
automatically and without any further act of the Corporation or the holder, if such Class A Shareisor
becomes beneficially owned or controlled, directly or indirectly, by a person who is not a Canadian. Ea ch
issued and outstanding Class B Share will be converted into one Class A Share, automatically and without
any further act on the part of the Corporation or of the holder, if such ClassB Shareis or becomes
beneficially owned and controlled, directly or indirectly, by a Canadian.

In the event that an offer is made to purchase Class A Shares ( the “Offer”), and the Offer is one which is
reguired, pursuant to applicable securities |egidation or the rules of a stock exchange on which the Class
A Shares are then listed, to be made to all or substantially all of the holders of Class A Sharesin a
province of Canada to which the requirement applies, each Class B Share will become convertible at the
option of the holder into one Class A Share a any time while the Offer isin effect until one day after the
time prescribed or permitted by applicable securities legislation for the offeror to take up and pay for such
shares as are to be acquired pursuant to the Offer. Such conversion may only be exercised for the purpose
of depositing the resulting Class A Shares pursuant to the Offer and the voting rights attached thereto are
deemed to remain subject to the restrictions applicable to the Class B Shares, notwithstanding their
conversion. Inthe event that any Class B Shares converted into Class A Shares are not taken up and paid
for pursuant to the Offer, the Class A Shares resulting from such conversion will be re -converted into
Class B Shares. The above conversion rights apply, mutatis mutandis, if an offer is made to purchase
Class B Shares and the offer is one which is required, pursuant to applicable securities |egislation or the
rules of a stock exchange on which the Class B Shares are then listed, to be made to substantially all of
the holders of Class B Shares. Further details are contained in the Corporation s Articles of Continuance.

The Corporation’s Articles of Continuance also grant to the Board all powers necessary to give effect to
the ownership restrictions. The Corporation may adopt various proced ures and policies with respect to
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the transfer of Common Shares of the Corporation to ensure that the 25% limitation on non -Canadian
voting of Class B shares is complied with. In addition, the Corporation may adopt policies and
procedures to monitor the number of Common Shares owned by Canadians to ensure that the provisions
of the CTA are complied with.

In March 2009, the Government of Canada’s Bill C-10, the Budget Implementation Act, 2009, received
Royal Assent. Bill C-10 contains provisions that would amend the CTA to allow the Governor in Council
to increase the foreign ownership limit contained in the CTA from the current 25% to a maximum of

49%. These provisionswill comeinto force on aday to be fixed by order of the Governor in Council
made on the recommendation of the Minister of Transport.

The Corporation’s Articles of Continuance are available on SEDAR at www.sedar.com.

DIVIDENDS AND DISTRIBUTIONS
To date, the Corporation has not paid any cash dividends onits Class A Sharesor its Class B Shares.

The Corporation is currently restricted by terms contained in the Secured Debentures and the
Shareholders Agreement from paying dividends or making certain other distributions to shareholders.
These restrictions will remain effective so long as the Secured Debenture Holders hold Common Shares
representing at least 10% of the outstanding Common Shares (calculated on a fully-diluted basis and
assuming the conversion of the Secured Debentures) or the ag gregate principal amount of the Secured
Debentures plus accrued and unpaid interest thereon is not less than $35 million.

Apart from the foregoing, the future payment of dividends will be dependent upon the financial
requirements of the Corporation to fund future growth, the financial condition of the Corporation and
other factors which the Board may consider relevant in the circumstances. It is unlikely that dividends
will be paid in the foreseeabl e future.

The Corporation has paid interest on the Unsecured Debentures and accrued interest on the Secured
Debentures, each in accordance with the terms and conditions governing those debentures. See
“Description of Capital Structure — Unsecured Debentures™ and ““Description of Capital Sructure —
Secured Debentures’” above.

MARKET FOR SECURITIES
Trading Price and Volume

Class A Shares

The Class A Shares are listed and posted for trading on the TSX. The trading symbol isDA.A. The
following table shows the range of high and low closing market prices and trading volume of the Class A
Shares from February 1, 2016 to January 31, 2017.

CLASS A SHARES
MONTH HIGH Low TOTAL MONTHLY
$ (%) TRADING VOLUME
February 2016 0.21 0.20 5,893
March 2016 0.21 0.20 6,589
April 2016 0.22 0.21 3,965
May 2016 0.24 0.23 9,097
June 2016 0.22 0.22 6,079
July 2016 0.21 0.21 4,723
August 2016 0.24 0.23 7,303
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CLASS A SHARES
MONTH HiGH Low TOTAL MONTHLY
(%) (9) TRADING VOLUME
September 2016 0.22 0.21 13,859
October 2016 0.21 0.20 10,303
November 2016 0.21 0.20 8,932
December 2016 0.19 0.18 16,323
January 2017 0.20 0.18 11,559

Class B Shares
The Corporation’s Class B Shares are not listed or posted for trading on any exchange or market. As of
January 31, 2017, there were 2,710,754 Class B Shares outstanding.

SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON TRANSFER

The following table sets forth the number of securities of the Corporation which, to the best of its
knowledge, are subject to a contractua restriction on transfer and the percentage that number represents
of the outstanding securities of that class, as at January 31, 2017.

DESIGNATION OF NUMBER OF SECURITIES WITH PERCENTAGE OF
CLASS TRANSFER RESTRICTIONS CLASS
Class A Shares 2,443,651 3.08%

Note:

(1) 2,443,651 Class A Shares are subject to restrictions contained in the Shareholders Agreement, which can be
found on SEDAR at www.sedar.com. Specifically, Common Shares owned or controlled by certain current and
former management shareholders of the Corporation are subject to rights of first offer and rights of first refusal.
Also see “Description of Capital Structure — Secured Debentures” above.

DIRECTORS AND OFFICERS

The following table sets forth the names, municipalities of residence, pos itions held with the Corporation
and principal occupations of Discovery Air’s directors (the “Board”) as at the date of this Annual
Information Form. The term of office of each director expires at the next annual meeting of shareholders
or until their successors are el ected or appointed or they otherwise ceaseto serve as directors . In
accordance with the terms of the Shareholders Agreement referred to above under “Description of Capital
Structure - Secured Debentures”, the holders of the Secured Debentures are entitled to nominate up to
three persons for election as directors of the Corporation.
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DIRECTORS

NAME

OFFICE HELD, DATE
BECAME A DIRECTOR
AND COMMITTEE
MEMBERSHIP

PRINCIPAL OCCUPATION
LAST 5 YEARS

ALAIN S
BENEDETTI,
FCPA, FCA

Saint Anne deslacs,
Quebec, Canada

Director since June 26,
2014

Chair of the Audit
Committee

Corporate Director.

Alain Benedetti isthe retired Vice-Chairman of Ernst &
Young LLP, where he worked for 34 years, most recently as
the Canadian area managing partner, overseeing all
Canadian operations. Prior thereto, he was the managing
partner for eastern Canada and the Montreal office.

Mr. Benedetti currently serves as a director of Russell
Metals Inc., and Dorel Industries Inc. He currently c hairs
the audit committee of Dorel Industries.

Mr. Benedetti is past chair of the Canadian Institute of
Chartered Accountants (2006-2008). He was awarded the
Fellowship of Chartered Accountants (FCA) designation in
Quebec in 1996 and in Ontario in 1998. He was also
certified as a corporate director by the Institute of Corporate
Directors (ICD.D) in 2005.

MICHAEL M.
GRASTY
Santiago, Chile

Director since July 8,
2013

Chair of the Human
Resources Committee

Member of the Audit
Committee

Senior partner at the law firm of Grasty QuintanaMgjlis &
Cia

Michagl Grasty isasenior lawyer and businessman based in
South America. He founded the law firm of Grasty Quintana
Majlis & Ciain 1987 and is currently its Senior Partner.

Principal Occupation: Lawyer at Grasty QuintanaMajlis &
Cia

Mr. Grasty acts as director and legal representative of
numerous foreign companies doing businessin Chile such
as Oracle Corporation, Ericsson International, Nike
International, D.C. Equipment, and many others. He does
the same for certain Chilean companies such as David del
Curto S.A., Sparta Deportes, Empresas Tattersall and
others. Heisamember of Fundacion Meri, Fundacion
Caserta, Fundacion Likandes, Councilor of the Bechheads
Advisory Board, of the Chile California Council, of the
Circulo Lega de Icare and Fundacién Pais Digital.
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DIRECTORS

NAME

OFFICE HELD, DATE
BECAME A DIRECTOR
AND COMMITTEE
MEMBERSHIP

PRINCIPAL OCCUPATION
LAST 5 YEARS

THOMAS
ANDREW
HICKEY

Surrey, UK

Director since January
25, 2016.

Mr Hickey has been retired since November 2016.

Mr. Hickey acted most recently as Managing Director, Head
of Investment Banking in London for Scotiabank Europe plc
and was a member of the London Executive Committee. Mr.
Hickey focused on cross border M& A, capital raising and
lending to global energy businesses (2006 - 2016).
Previoudly, Mr Hickey worked at CIBC in Toronto in
various Investment Banking rolesincluding M& A, Head of
Mid-Market Investment Banking and Mezzanine Lending.
(1998 - 2006).

Mr. Hickey has not acted as a director or officer with any
other issuer in the past 10 years.

G. JOHN
KREDIET

Manal apan, Florida,
U.SA.

Director since October
14, 2011

Member of the Human
Resources Committee

Chairman of C.F. Capital Management LLC.

Mr. Krediet also serves asadirector of Clairvest Group Inc.
(since 2004), and the Chairman of Can-Eng Partners Ltd.
and Can-Eng Furnaces International Ltd. (since 2007).

Mr. Krediet was previoudy the Chairman of DS Waters
(2005 to 2012) and TB Wood’s, Incorporated (2006 to
2007), the Chairman and CEO of Sparkling Spring Water
Holdings Ltd. (1993 to 2003), the Chairman and CEO of
independent Pepsi bottling companies named Maritime
Beverages and EastCan Beverages (1986 to 1992). Prior to
1986, Mr. Krediet worked in rolesin Europe and the U.S.A.
at GE Credit Corp., Citibank and Amro Bank.
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DIRECTORS

NAME

OFFICE HELD, DATE
BECAME A DIRECTOR
AND COMMITTEE
MEMBERSHIP

PRINCIPAL OCCUPATION
LAST 5 YEARS

ADMIRAL
MICHAEL G.
MULLEN, USN
(RET.)
Annapolis,
Maryland, U.S.A.

Director since May 9,
2014

President and CEO of MGM Consulting, LLC.

Admira Mullen served as the 17th Chairman of the Joint
Chiefs of Staff of the United States of America (2007 -
2011). Hewasthe principa military advisor to President
George W. Bush and President Barack Obama.

Admira Mullen graduated from the U.S. Naval Academy in
1968. He commanded at every level in the Navy. Hisfina
four-star command was in Europe for NATO. Hisfleet
experience culminated in his assignment as the Navy’s
highest ranking officer, the 28th Chief of Naval Operations
(2005-2007).

Admira Mullen earned a Masters of Science degreein
Operations Research from the Naval Postgraduate School
and completed the Advanced Management Program at the
Harvard Business School.

Admiral Mullen currently serves as adirector of General
Motors and Sprint. Heisamember of the Risk (Chair) and
Audit Committees at General Motors. Heisamember of
the Compensation Committee at Sprint. Heisalso an
adjunct Professor at Princeton University.

ADRIAN
PASRICHA
Toronto, Ontario,
Canada

Director since June 26,
2014

Principal a Clairvest Group Inc.

Mr. Pasrichajoined Clairvest in 2010 and participatesin all
areas of the investment process. Prior to joining Clairvest,
he worked in the energy group of Warburg PincusLLC, a
venture capital firm based in New York. Mr. Pasrichaaso
previously worked at the Boston Consulting Group in New
York and IB Partners, a boutique investment bank based in
Santiago, Chile.

Mr. Pasricha also serves on the board of County Waste of
Virginia, LLC.
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Toronto, Ontario,
Canada

2014

Lead Director since July
3,2014

Member of the Audit
Committee

DIRECTORS
OFFICE HELD, DATE
BECAME A DIRECTOR PRINCIPAL OCCUPATION
AND COMMITTEE
NAME MEMBERSHIP LAST 5 YEARS
ROD PHILLIPS Director since June 26, Global Head of Client Services at Afiniti and Chair of the

Board of Directors of Postmedia Network Canada Corp. and
its subsidiary Postmedia.

Mr. Phillipsisthe Global Head of Client Services and
Country Lead for Canada at Afiniti and Chair of the Board
of Directors of PostmediaNetwork Canada Corp. and its
subsidiary Postmedia.

Mr. Phillipsisadirector of INFOR Acquisition Corp. and is
amember of its Audit Committee.

From 2011 to 2014 Mr. Phillips was President and Chief
Executive Officer of the Ontario Lottery and Gaming
Corporation (OLG). Prior to leading OLG, Mr. Phillips was
President and Chief Executive Officer of Shepell.fgi.

Mr. Phillipsis Chair of the Boards of the Greater Toronto
Civic Action Alliance and Telus Toronto Community
Board, as well as amember of the board of the Toronto
International Film Festival. Before joining Shepell.fgi, Mr.
Phillips was Chief of Staff to Mayor Mel Lastman during
hisfirst term as the leader of the newly amalgamated City of
Toronto from 1997 to 2000.

KENNETH B.
ROTMAN @
Toronto, Ontario,
Canada

Director since October
14, 2011

Member of the Human
Resources Committee

Co-CEO, Managing Director and a director of Clairvest
Group Inc. Mr. Rotman joined Clairvest Group Inc. in 1993
and has been the Co-CEO, Managing Director and a director
of Clairvest since June 2000.

President, Amaranth Resources Ltd.
Chairman, Wellington Financial.

Mr. Rotman also serves as a director of MAG Aerospace
and has previously been a director of a number of public,
private & not-for-profit entities such as PEER 1 Networks,
Light Tower Rentals, Hudson Valley Waste, Van-Raob,
Shepell-fgi and The University Health Network.

Note:

(0] Mr. Rotman served as a director of Integral Orthopedics Inc. (“ 1OI1™) until July 18, 2008 when a receiver was appointed
under the Bankruptcy and Insolvency Act to sell the assets of 101. Mr. Rotman served as a director of Nexient Learning
Inc. (“Nexient™) until June 5, 2009; on June 29, 2009, Nexient applied for creditor protection under the CCAA. Mr.
Rotman served as a director of Landauer Metropolitan Inc. and Landauer Healthcare Holdings, Inc. when on August
16, 2013 each of these companies filed for bankruptcy protection under Chapter 11 of the US Bankruptcy Code.
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Finally, Mr. Rotman served as adirector of Light Tower Rentals, Inc. when on September 13, 2016 it filed for

bankruptcy protection under Chapter 11 of the US Bankruptcy Code.

The following table sets out the names, municipalities of residence, positions and principal occupations
over the last five years of the officers of Discovery Air, as at the date of this Annual Information Form.

OFFICERS

NAME

OFFICE HELD & CURRENT
PRINCIPAL OCCUPATION®@

PRINCIPAL OCCUPATION
LAST 5 YEARS

JACOB (KOBY) SHAVIT
New York, U.SA.

President and Chief
Executive Officer

December 13, 2012 to Present:
President and Chief Executive Officer
of the Corporation.

PAUL BERNARDS ®
Toronto, Ontario, Canada

Chief Financial Officer

April 2014 to Present: Chief Financial
Officer of the Corporation.

September 2011 to April 2014: Vice
President Finance, Operations of JELD -
WEN Inc.

BRIAN MERKER
Mississauga, Ontario, Canada

Vice President Finance

December 5, 2014 to Present: Vice
President, Finance of the Corporation.

May 1, 2013 to Present: Chief Financial
Officer of GSH.

January 1, 2008 to April 30, 2013: Vice
President, Finance of Score Media Inc.

DAVID KLEIMAN
Toronto, Ontario, Canada

Vice President, Genera
Counsel and Corporate
Secretary

May 30, 2014 to Present: Vice-
President, General Counsel and
Corporate Secretary of the Corporation.

Prior to this, Mr. Kleiman was
Executive Vice President, Generd
Counsel and Secretary at EXP Global
Inc.

DIDIER TOUSSAINT
Pointe-Claire, Quebec, Canada

Group President,
Government Services

March 12, 2013 to Present: Group
President, Government Services of the
Corporation.

SHEILA VENMAN
Ottawa, Ontario, Canada

Vice President, Human
Resources and
Communications

April 2011 to Present: Vice President,
Human Resources and Communications
of the Corporation.

Notes:

@ Paul Bernards was previously the Chief Financial Officer of Trade Secrets, Inc. and certain of its subsidiaries (Trade
Secrets Beauty, Inc., Trade Secrets Exclusive, Inc., Trade Secrets Luxury, Inc., Pure Beauty, Inc. and Beauty First,
Inc.). Mr. Bernards ceased serving as the Chief Financial Officer of these entitiesin June 2010, and in August 2010,
these entities were declared bankrupt.
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2 The Corporation has a number of employees who hold the title of “Vice President” but are not appointed as officers of
the Corporation by the Board. Those employees are not listed above as they are not recognized as executive officers of
the Corporation.

As of January 31, 2017, there were 79,286,721 Class A Shares and 2,710,754 Class B Shares issued and
outstanding. At that date, the directors and executive officers of the Corporation listed above, as a group,
beneficialy owned, or controlled or directed, directly or indirectly, 71,697,908 Class A Shares and
2,665,990 Class B Shares, representing approximately 91% of the total number of Common Shares issued
and outstanding.

CONFLICTSOF INTEREST

Kenneth B. Rotman isadirector of the Corporation, aswell as the Co-CEO and Managing Di rector of
Clairvest. Mr. Rotman, together with certain of hisfamily members, controls approximately 50.2% of
Clairvest’s voting shares. G. John Krediet is aso adirector of Clairvest. Adrian PasrichaisaPrincipa of
Clairvest.

To the best of the Corporation’s knowledge, the Clairvest Parties currently own, or exercise control or
direction over, 68,718,415 Class A Shares and 1,883,313 Class B Shares, representing approximately
86.1% of the votes attaching to all of the Common Shares issued and outstanding.

The Clairvest Parties have the ability to determine any matter coming before a vote of the Corporation ’s
shareholders, and the Clairvest Parties alone may cause or prevent the approval of any matter requiring
shareholder approval, including the election of directors. The Clairvest Parties may also be able to effect
certain fundamental changes to the Corporation in accordance with the Canada Business Corporations
Act because they would be able to, on their own, meet the applicable 66 %/3% voting threshold for
shareholder approval to effect such changes. The interests of the Corporation ’s sharehol ders may not
align with the interests of the Clairvest Parties. In addition, in exercising their voting rights with respect to
the Common Shares controlled by them, the Clairvest Parties do not owe a fiduciary duty to other
shareholders or the Corporation. Votes in respect of the Common Shares may be significa ntly influenced
by a small group of shareholders, including in the context of “majority of the minority” approvalsfor
certain related party transactions.

In addition to the forgoing, the Clairvest Parties own or exercise control or direction over therights
attaching to approximately $68 million origina principal amount of Secured Debentures, effectively
giving Clairvest the ability to exercise control or direction over the rights attaching to all of the Secured
Debentures.

Mr. Krediet also holds approximately $2 million original principal amount of Secured Debent ures and
1,883,313 Class B Shares as of January 31, 2017.

Asaresult, Mr. Rotman and Mr. Krediet are considered to have an interest in material contracts with the
Corporation, namely, the Secured Debentures, the Shareholders Agreement, the Letter Agreement, the
Transaction Agreement entered into in respect of the DAFS Disposition, and the New Clairvest Loan.

Dueto these interests, it is possible that, from time to time, Mr. Rotman, Mr. Krediet, or Mr. Pasricha, or

any of them, may be considered to have a potentia or actual conflict of interest in relation to one or more

matters to be voted upon by the Board. In such circumstances, Mr. Rotman, Mr. Krediet, or Mr. Pasricha,
or any of them, may choose or be required to abstain from participating in the Board’s decision.
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LEGAL PROCEEDINGS

On October 4, 2011, an Air Tindi aircraft crashed in Lutsel K ’e, Northwest Territories with four people
on board. Two people (the pilot and one passenger) died as aresult of the accident, and two passengers
survived. The Transportation Safety Board of Canada released its accident investiga tion report on March
20, 2013 (Report Number A11W0151). The surviving passengers and the estate of the deceased
passenger filed statements of claim against Air Tindi on or about September 27, 2013. Each plaintiff’s
statement of claim was filed in the Supreme Court of the Northwest Territories under Court File Nos. S-1-
CV-2013-000155 and S-1-CV-2013-000156. Air Tindi hasfiled statements of defence in each of the
actions and is disputing all claims. The amounts claimed by the surviving passengers are approximately
$11.5 million in the aggregate (before interest, costs and other amounts that may be awarded by the
court). The claim by the estate of the deceased passenger does not state the amount claimed. The parties
are currently engaged in settlement negotiations. The Corporation’s management believesit has adequate
insurance to cover any amounts for which Air Tindi may be liable under these claims.

On November 20, 2014, Air Tindi was transporting certain passengers from Y ellowknife to Fort Simpson.
The original flight had been scheduled for November 19, 2014 was re -scheduled for November 20, 2014.
During the climb, the aircraft encountered icing conditions necessitating the return to Y ellowknife. On
the return the aircraft was unable to maintain altitude and hit the frozen surface of the north arm of Great
Slave Lake and continued moving for 2,300 feet before it struck a rock outcropping with the nose and left
main landing gear. The passengersfiled a statement of claim and notice to defendant on or about March
2, 2017, which wasfiled in the Supreme Court of the Northwest Territories under Court FileNo. S -1-CV -
2016-000291. The claim asserts anumber of failures on the part of the pilot and Air Tindi. The
Corporation’s management has not yet received any request for information, documents or records. The
Corporation’s management believes it has adequate insurance to cover any amounts for which Air Tindi
may be liable under this claim.

INTERESTS OF MANAGEMENT AND OTHERSIN MATERIAL TRANSACTIONS

Each of Kenneth B. Rotman and G. John Krediet are directors of the Corporation and directors of
Clairvest. Mr. Rotman, together with certain of hisfamily members, controls approximately 50.2% of
Clairvest’s voting shares.

The Secured Debentures may be converted into Common Shares a a price per Common Share that is
approximately $12.53 (as at January 31, 2017) under certain circumstances. The Common Shares issuable
on the conversion of the Secured Debentures held by the Clairvest Parties would, on an “as converted
basis”, represent, as at January 31, 2017, approximately 9% of the issued and outstanding Common
Shares.

In addition, the Corporation entered into a certain Letter Agreement dated September 23, 2011 with
Clairvest whereby the Corporation has retained Clairvest for the purpose of providing certain advisory
services (the “Letter Agreement”). The annual retainer payable to Clairvest for such servicesisequal to
$250,000. The Letter Agreement contemplates aterm of up 10 years, subject to earlier termination if (i)
the Clairvest Parties collectively hold less than 10% of the Common Shares (on a fully-diluted and
converted basis), or (ii) after September 23, 2013, the Corporation elects to terminate the Letter
Agreement upon meeting certain conditions.

Finally, On December 20, 2016, the Corporation, through its subsidiary, DA Defenc e, entered into the
New Clairvest Loan providing for arevolving credit facility in the aggregate principal amount of $25
million. The borrowings under the New Clairvest L oan are secured, bear interest at a rate of 12% per
annum and mature on June 30, 2017. The New Clairvest Loan also contains an optional conversion
feature, which provides the Clairvest Parties an option, subject to certain conditions, to convert the
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outstanding balance under the New Clairvest Loan into common shares of DA Defence at aconversion
price to be determined on the basis of the value of the DA Defence business after the application of
certain agreed upon adjustments, as determined by an independent and qualified valuator. The
Corporation filed aMateria Change Report and Material Contracts in connection with the New C lairvest
Loan on December 23, 2016, copies of which are available on SEDAR at www.sedar.com. For additional
information on the New Clairvest Loan, please see below under the heading “ Risk Factors”.

See “Conflicts of I nterest” for further details respecting the interests of Mr. Rotman, Mr. Krediet and Mr.
Pasricha in Clairvest, and ““Description of Capital Structure — Secured Debentures™ for details regarding
the terms and conditions of the Secured Debentures.

AUDIT COMMITTEE INFORMATION

The Charter of the Audit Committee of the Corporation is attached to this Annual Information Form as
Exhibit “A”.
The members of the Audit Committee are: Alain S. Benedetti (Chair), Michad M. Grasty and Rod

Philips. Each member of the Audit Committee is both independent and financially literate, as such terms
are defined in National Instrument 52-110 - Audit Committees.

Mr. Benedetti isthe Chair of the Audit Committee. He has over 34 years of experiencein public
accounting. Mr. Benedetti isthe retired Vice-Chairman of Ernst & Young LLP, where he worked for 34
years, most recently as the Canadian area managing partner, overseeing all Canadian operations . Prior
thereto, he was the managing partner for eastern Canada and the Montreal office. Mr. Benedetti is past
chair of the Canadian Institute of Chartered Accountants (2006 -2008). He was awarded the Fellowship of
Chartered Accountants (FCA) designation in Quebec in 1996 and in Ontario in 1998. He is also certifie d
as a corporate director by the Institute of Corporate Directors (2005).

Michael M. Grasty founded the law firm of Grasty QuintanaMgjlis & Cia., located in Santiago, Chile in
1987 and is currently its Senior Partner. Mr. Grasty acts as director and legal representative of numerous
foreign companies doing business in Chile such as Oracle Corporation, Ericsson International, Nike
International, D.C. Equipment, and many others. He does the same for certain Chilean companies such as
David del Curto S.A., Sparta Deportes, Empresas Tattersall and others. Heis amember of Fundacion
Meri, Fundacion Caserta, Fundacion Likandes, Councilor of the Bechheads Advisory Board, of the Chile
California Council, of the Circulo Legal de Icare and Fundacién Pais Digital .

Mr. Phillipsisthe Global Head of Client Services at Afiniti and Chair of the Board of Directors of
Postmedia Network Canada Corp. and its subsidiary Postmedia. He is aso adirector of INFOR
Acquisition Corp. and isamember of its Audit Committee. From 2011 to 2014, Mr. Phillips was
President and Chief Executive Officer of the Ontario Lottery and Gaming Corporation (OLG). Prior to
leading OL G, Mr. Phillips was President and Chief Executive Officer of Shepell.fgi. Mr. Phillipsis Chair
of the Boards of the Greater Toronto Civic Action Alliance and Telus Toronto Community Board, as well
as amember of the board of the Toronto International Film Festival. Before joining Shepell.fgi, Mr.
Phillips was Chief of Staff to Mayor Mel Lastman during hisfirst ter m as the leader of the newly
amalgamated City of Toronto from 1997 to 2000.

The Board has approved an Audit Services Palicy which provides that the Audit Committee shall pre-
approve, on a case-by-case basis, (i) non-audit services (and related fees) to be provided by the external
auditor, and (ii) audit-related fees charged by the external auditor.
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Audit Fees

Feesbilled by KPMG LLP for audit servicesin the 12 month period ended January 31, 2017 were
$385,500 (2016 - $298,000). These feesrelate to audit services provided in connection with performing
quarterly reviews, and the Company’s annual audits.

Tax Fees

Fees billed by KPMG LLP for tax servicesin the 12 mon th period ended January 31, 2017 were $67,000
(2016 - $44,000). These services included preparation of corporate tax returns and tax advisory services.

All Other Fees

There were no fees billed by KPM G for other servicesin the 12 month period ended January 31, 2017.
(2016 - $0).

MATERIAL CONTRACTS

The following are contracts, other than contracts entered into in the ordinary course of business, material
to the Corporation and entered into within and since the end of the fiscal period ended January 31, 2016
or entered into prior to that period and still in effect. The wholly-owned subsidiaries of the Corporation
are parties to additional material contracts which have been determined by the Corporation to have been
entered into in the ordinary course of business and which are, therefore, not listed bel ow:

1 the Convertible Debenture Indenture dated May 12, 2011 between Computershare Trust
Company of Canada and the Corporation in respect of the Unsecured Debentures; see
“Description of Capital Structure — Unsecured Debentures’ for a description of the Unsecured
Debentures; the Convertible Debenture Indentureis available on SEDAR at www.sedar.com;

2. the Secured Debenturesissued by the Corporation on September 23, 2011 to Clairvest Equity
Partners IV Limited Partnership, Clairvest Equity Partners IV Co -Investment Limited
Partnership, Clairvest Equity Partners 1V -A Limited Partnership, DA Holdings Limited
Partnership and G. John Krediet (including the amendments to such Secured Debentures dated
March 26, 2012, July 31, 2012, October 25, 2012, May 6, 2013, February 1, 2014, February 24,
2014, May 2, 2014, September 10, 2014, Dec ember 5, 2014, and March 2, 2015); see
“Description of Capital Structure — Secured Debentures™; the Secured Debentures and the
amendments thereto are available on SEDAR at www.sedar.com;

3. the Shareholders Agreement entered into on September 23, 2011; see ““Description of Capital
Sructure — Secured Debentures™; the Shareholders Agreement is available on SEDAR at
Www.sedar.com;

4, DAFS Disposition:

a) the Transaction Agreement entered into on September 8, 2016, see ““Intercorporate
Relationships™; the transaction agreement is available on SEDAR at www.sedar.com;

b) theVoting and Support Agreement entered into with MAG Holdings Canada Corp., 2531599
Ontario Limited; Discovery Air Inc. and Paul Bernards on September 8, 2016; the Voting and
Support Agreement is availabl e on SEDAR at www.sedar.com;

c) theVoting and Support Agreement entered into with MAG Holdings Canada Corp., 2531599
Ontario Limited; Discovery Air Inc. and David Kleiman on September 8, 2016; the Voting
and Support Agreement is available on SEDAR at www.sedar.com;
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the Vating and Support Agreement entered into with MAG Holdings Canada Corp., 2531599
Ontario Limited; Discovery Air Inc. and Brian Merker on September 8, 2016; the Voting an d
Support Agreement is available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with MAG Holdings Canada Corp., 2531599
Ontario Limited; Discovery Air Inc. and New Horizon Holdings Canada Inc. on September 8,
2016; the Voting and Support Agreement is available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with MAG Holdings Canada Corp., 2531599
Ontario Limited; Discovery Air Inc. and Jacob Shavit on September 8, 2016; the Voting and
Support Agreement is available on SEDAR at www.sedar.com; and

the Voting and Support Agreement entered into with MAG Holdings Canada Corp., 2531599
Ontario Limited; Discovery Air Inc. and SheilaVenman on September 8, 2016; the Vating
and Support Agreement is avai lable on SEDAR at www.sedar.com;

the Assignment and Amending Agreement entered into on January 31, 2017; the Assignment
and Amending Agreement is available on SEDAR at www.sedar.com.

5. New Clairvest Loan:

a)

b)

d)

f)

the Credit Agreement entered into December 20, 2016; see “Corporate Finance Activities”;
the Credit Agreement is available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with Clairvest GP Manageco Inc., Discovery
Air Inc. and Paul Bernards on January 17, 2017; the VVoting and Support Agreement is
available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with Clairvest GP Manageco Inc., Discovery
Air Inc. and Paul Bouchard on January 17, 2017; the Voting and Support Agreement is
available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with Clairvest GP Manageco Inc., Discovery
Air Inc. and David Kleiman on January 17, 2017; the V oting and Support Agreement is
available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with Clairvest GP Manageco Inc., Discovery
Air Inc. and Jacob Shavit on January 17, 2017; the V oting and Support Agreement is
available on SEDAR at www.sedar.com; and

the Voting and Support Agreement entered into with Clairvest GP Manageco Inc., Discovery
Air Inc. and Didier Toussaint on January 17, 2017; the Voting and Support Agreement is
available on SEDAR at www.sedar.com.

6. Going Private Transaction:

a)

b)

the Arrangement Agreement entered into with Clarivest Equity Partners IV Limited
Partnership, Clairvest Equity Partners 1V -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc. and Discovery Air Inc. on March 24, 2017; the
Arrangement Agreement is available on SEDAR at www.sedar.com;

the Vating and Support Agreement entered into with Clarivest Equity Partners |V Limited
Partnership, Clairvest Equity Partners IV -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and G. John Krediet on
March 24, 2017; the Voting and Support Agreement is available on SEDAR at
www.sedar.com;
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¢) theVoting and Support Agreement entered into with Clarivest Equity Partners 1V Limited
Partnership, Clairvest Equity Partners 1V -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and Paul Bernards on March
24, 2017; the Voting and Support Agreement is available on SEDAR at www.sedar.com;

d) theVoting and Support Agreement entered into with Clarivest Equity Partners 1V Limited
Partnership, Clairvest Equity Partners 1V -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and Paul Bouchard on March
24, 2017; the Voting and Support Agreement is available on SEDAR at www.sedar.com;

€) theVoting and Support Agreement entered into with Clarivest Equity Partners 1V Limited
Partnership, Clairvest Equity Partners |V -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and Long Creek Holdings
Inc. on March 24, 2017; the V oting and Support Agreement is available on SEDAR at
www.sedar.com;

f) theVoting and Support Agreement entered into with Clarivest Equity Partners 1V Limited
Partnership, Clairvest Equity Partners IV -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and Jacob Shavit on March
24, 2017; the Voting and Support Agreement is available on SEDAR at www.sedar.com;

g) theVoting and Support Agreement entered into with Clarivest Equity Partners 1V Limited
Partnership, Clairvest Equity Partners |V -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and New Horizon Holdings
Canada Inc. on March 24, 2017; the Voting and Support Agreement is available on SEDAR
at www.sedar.com:;

h) the Voting and Support Agreement entered into with Clarivest Equity Partners |V Limited
Partnership, Clairvest Equity Partners IV -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and Clairvest Group Inc. on
March 24, 2017; the Voting and Support Agreement is available on SEDAR at
www.sedar.com;

i) theVoting and Support Agreement entered into with Clarivest Equity Partners |V Limited
Partnership, Clairvest Equity Partners 1V -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and DA Holdings Limited
Partnership on March 24, 2017; the Voting and Support Agreement is available on SEDAR at
www.sedar.com; and

j) theVoting and Support Agreement entered into with Clarivest Equity Partners 1V Limited
Partnership, Clairvest Equity Partners IV -A Limited Partnership, CEP IV Co-Investment
Limited Partnership, 10123200 Canada Inc.; Discovery Air Inc. and David Kleiman on
March 24, 2017; the Voting and Support Agreement is available on SEDAR at
Www.sedar.com.

TRANSFER AGENT

The Corporation’s registrar and transfer agent is Computershare Investor Services Inc., 100 University
Avenue, Toronto, Ontario, M5J 2Y 1.
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EXPERTS
Name of Experts

The Corporation’s auditorsare KPMG LLP, 100 New Park Place, Suite 1400, VVaughan, Ontario L4K
0J3.

Interests of Experts

KPMG LLP have confirmed that they are independent with respect to the Corporation within the meaning
of the relevant rules and related interpretations prescribed by the relevant professional bodies in Canada
and any applicable legidlation or regulations.

ADDITIONAL INFORMATION
Additional information regarding the Corporation may be found on SE DAR at www.sedar.com.

Additiona information, including directors’ and officers’ remuneration, principa holders of the
Corporation’s securities and securities authorized for issuance under equity compensation plans are
contained in the Corporation’s Management Proxy Circular, available on SEDAR at www.sedar.com.

Additional financia information is provided in the Corporation ’s financia statements and the related
Management’s Discussion and Analysis for the fiscal year ended January 31, 2017 filed on SEDAR at
www.sedar.com.

All documents incorporated herein by reference (and available on SEDAR) are also available upon
reguest and will be provided by the Corporation free of charge. All such requests should be submitted to
the attention of the Corporation Secretary at 170 Attwell Drive, Suite 370, Toronto, Ontario, MOW 5Z5.
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Exhibit “A”

AUDIT COMMITTEE CHARTER
DISCOVERY AIR INC.
Board Approved:
September 7, 2012

1. PURPOSE

The Board of Directors (the “Board”) is responsible for the stewardship of Discovery Air Inc. (the
“Corporation”). That stewardship consists primarily of the duty to supervise the management of
the business and affairs of the Corporation. To discharge that duty, the Board must supervise al
significant aspects of the management of the business and affairs of the Corporation and its
subsidiaries.

A. Corporate Obligationsto Be Supervised. The following obligations of the senior officers of the
Corporation (“Management”), the Board and the Corporation (the “Financia Obligations”) are,
amongst others, significant aspects of the management of the business and affairs of the
Corporation:

(& financial reporting and disclosurein compliance with applicable law;

(b) the appointment by the shareholders of the Corporation of afirm of chartered accountants
asthe external auditor of the Corporation (the “External Auditor™);

(c) monitoring the work of the External Auditor;

(d) maintenance by Management of effective controls ov er the Corporation’s financia
reporting and disclosure;

(e) maintenance by Management of effective policies and guidelines related to the
management of the risks (the “Financial Risks™) associated with Management, the Board
and the Corporation meeting the Fi nancial Obligations; and

(f) effective management of the Corporation’s financial resources, assets and obligations.

B. Authority. The fundamental duty of the Board in supervising efforts to meet the Financia
Obligationsisto gain and maintain reasonable assurance that the Financial Obligations are being
met. The Board believesits duty in this regard will be most effectively discharged if the Board is
assisted by a committee of the Board which is empowered and required:

(a) to take all actions (the “_Diligent Actions”) which, in the opinion of the Board or the
committee, are necessary or desirable for the committee to gain and maintain reasonable
assurance that the Financial Obligations are being met, and

(b) to report to the Board the conclusions reached by t he committee as a result of taking the
Diligent Actions.

2. ESTABLISHMENT/CONTINUATION OF AUDIT COMMITTEE

The Board has established and hereby continues the existence of a committee of the Board known
as the Audit Committee (the “Committee”). The Committee is hereby empowered and required to
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take the Diligent Actions and to report to the Board the conclusions reached by the Committee as
aresult of taking the Diligent Actions.

3. COMPOSITION

A. Compostion. The Committee shall consist of at least three directors of the Corporation
(collectively, the “Members”), one of whom shall serve as the Chair of the Committee (the
“Committee Chair”). All members shall be Independent (as that term is defined herein) and
Financially Literate (as that term i s defined herein).

B. Appointment and Removal. The Board shall appoint, and may remove, any of the Members and
the Committee Chair at any time and from time to time.

C. Definitions. For the purpose of this Charter
(@) amember is “Independent” if

i. the Member has no direct or indirect relationship with the Corporation which, in the
view of the Board, could reasonably be expected to interfere with the exercise of the
Member’s independent judgment; and

ii.  theMemberisnot anindividual who is considered to have amaterial relationship with
the Corporation under section 1.4 or 1.5 of National Instrument 52-110 - Audit
Committees, and

(b) the term “Financially Literate” means having the ability to read and understand a set of
financial statements that present a breadth and level of complexity of accounting issues
that are generaly comparable to the breadth and complexity of the issues that can
reasonably be expected to be raised by the financial statements of the Corporation.

4. RELIANCE ON EXPERTS

In contributing to the Committee’s discharge of its duties under this Charter, each Member shall be
entitled to rely in good faith upon:

(a) financial statements of the Corporation represented to the Member by an officer of the
Corporation or in a written report of the auditor of the Corporation to fairly reflect the
financial condition of the Corporation, or

(b) areport of a person whose profession lends credibility to a statement made by that person.

5. STANDARD OF CARE

In contributing to the Committee’s discharge of its duties under this Chart er, each Member shall be
obliged to exercise the care, diligence and skill that areasonably prudent person would exercisein
comparable circumstances. Nothing in this Charter isintended, or may be construed, to impose on
any Member a standard of care or diligence that isin any way more onerous or extensive than the
standard to which all Board members are subject. The essence of aMember ’sdutiesis supervising
and taking Diligent Actions to gain and maintain reasonable assurance that the Financia
Obligations are being met by the Corporation and to enable the Committee to report thereon to the
Board.

6. OPERATING PROCEDURES

A. Frequency of Meetings. The Committee shall meet four times annually or more frequently as
circumstances dictate. Regular meetings of the Committee shall be held in accordance with a
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schedule prepared by the Corporate Secretary in consultation with the Chair of the Board of
Directors of the Corporation (the “Board Chair”) and the Committee Chair. Additional meetings
of the Committee may be called at any time by the Board Chair, the Committee Chair, any Member
or at the request of the External Auditor.

B. Noticeof Meetings. Notice of thetime and place of each meeting of the Committee shall be given
to each Member not less than 48 hours before the time when the meeting is to be held.
Notwithstanding the foregoing, in the event that the Board or the Committee fixes by resolution the
time and place of one or more meetings of the Committee and a copy of such resolution is sent to
each Member, no notice shall be required to be given to the Members for the meeting(s) whose
times and places are so fixed.

C. Meseting Agendas. Committee meeting agendas shall be prepared by the Corporate Secretary in
consultation with the Board Chair, the Committee Chair, the Corporation ’s President and Chief
Executive Officer (the “CEQ”), the Corporation’s Chief Financia Officer (the “CFO”) and the
External Auditor, in al cases having regard to the matters required to be considered by the
Committee under this Charter and/or pursuant to a request of the Board, the Committee or the
External Auditor.

D. Transaction of Business. The powers of the Committee may be exercised at a meeting of the
Committee at which a quorum is present or by resolution in writing signed by all of the Members
who would have been entitled to vote on that resolution at a meeting of the Committee.

E. Meetingsby Telephoneor Electronic Means. If all of the Members present at or participating in
a meeting consent, then any Member may participate in such meeting by means of telephone,
electronic or other communication facilities that permit all persons participating in the meet ing to
communicate simultaneously and instantaneoudly.

F. Quorum. A magjority of the Members shall constitute a quorum for the transaction of business at
all meetings of the Committee.

G. Votesto Govern. At all meetings of the Committee, any question shall be decided by a majority
of the votes cast on the question and in the case of an equality of votes, the chair of the meeting
shall be entitled to a second or casting vote. Any question at a meeting of the Committee shall be
decided by a show of hands unless aballot is required or demanded.

H. Attendance by Other Directors. Any director of the Corporation (a “Director”), whether or not
he or she is a Member, shall be entitled to be present at and to participate in all meetings of the
Committee as a non-voting participant.

I. Secretary of Meetings. Unless the Committee otherwise specifies, the Corporate Secretary or
Assistant Corporate Secretary shall act as secretary of al meetings of the Committee.

J. Chair of Meetings. The Committee Chair shal act as chair of al | meetings of the Committee at
which the Committee Chair is present. In the absence of the Committee Chair at any meeting of
the Committee, the Members shall appoint a Member to serve as acting chair at the meeting.

K. In Camera Sessions. At each meeting of the Committee, the Committee shall meet in separate in
camera sessions with each of the External Auditor, the CEO and the CFO. The Committee shall
also beentitled to meet in private or, a the option of the Committee, with one or more other officers
or employees of the Corporation or its subsidiaries.

L. Circulation of Minutes. A copy of the minutes of each meeting of the Committee shall be
provided to the Membersin atimely fashion and shall be provided to any Director upon request.
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M. Reportsto the Board. The chair of each meeting of the Committee shall report on the matters
considered at that meeting to the next -following regularly-scheduled meeting of the Board.

N. Retention of External Advisors. To assist the Committee in discharging its responsibilities, the
Committee is authorized to:

() engage any advisors (including independent counsel) as it determines necessary to carry
out its duties,

(b) set and pay, at the expense of the Corporation, the compensation for any advisors engaged
by the Committee, and

(c) communicate directly and privately with the External Auditor and any other advisor
engaged by the Committee.

7. DILIGENT ACTIONS

Without limiting the nature or scope of the Diligent Actions, the Committee shall, as part of the
Diligent Actions:

A. General. for the purpose of gaining and maintaining reasonable assurance that Management, the
Board and the Corporation meet the Financial Obligations,

(&) require Management (with the assistance of the Corporation’s general legal counsel and
the External Auditor) to provide to the Committee
(i) awritten report listing the Financia Obligations,

(if) prompt written updates to the report referred to in paragraph (i) above describing any
proposed or actual change to the Obligations, and

(iii) at each meeting of the Committee, written assurance that Management and the
Corporation have, since the last preceding meeting of the Committee, complied fully
with the Financial Obligations;

(b) make regular assessments of the integrity, comprehensiveness and effectiveness of internal
controls which support Management, the Board and the Corporation in meeting the
Financia Obligations (“Internal Financial Controls”), including (1) the Corporation’s
disclosure controls and procedures (“Disclosure Controls”), and (2) the Corporation’s
internal controlsover financial reporting (“Reporting Controls™), asthoseterms are defined
in National Instrument 52-109 - Certification of Disclosurein Issuers’ Annual and Interim
Filings (“NI 52-109™); in making each such assessment, the Committee shall obtain from
the CEO and the CFO a report setting out:

(i) the overall approach taken by the CEO and the CFO to the process by which they
provide certification as required by NI 52 -109,

(i) theissuesthat were raised by such overall approach,

(iii) the approach taken by the CEO and the CFO to the evaluation of the Disclosure
Controls and the Reporting Contrals,

(iv) the results of the evaluation of the Disclosure Controls and the Reporting Controls
made by the CEO and the CFO, and

(v) the conclusions reached by the CEO and the CFO as to the effectiveness of the
Disclosure Controls and the Reporting Controls;

(c) annualy assess the quality and sufficiency of the Corporation ’s accounting and financial
personne;

(d) review the effectiveness of the Corporation’s policiesthat require significant new actual or
potential liabilities, contingent or otherwise, to be reported to the Board in atimely fashion;
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(e) review reports to Management by the External Auditor with respect to weaknesses or
deficienciesin Internal Financial Controls, and review the ade quacy and appropriateness
of Management’s responses to recommendations relating to such weaknesses or
deficiencies made by the External Auditor, including the implementation thereof;

(f) oversee and regularly assess the quality of the work of the External Audi tor in preparing
or issuing an audit or other report in respect of the Corporation ’s financial statements and
performing other audit, review or attest services for the Corporation;

(9) useitsbest effortsto resol ve di sagreements between Management and the Ex ternal Auditor
regarding financial reporting;

(h) receive at least annually reports from each of Management and the External Auditor with
respect to the effectiveness of the records and procedures established by Management to
initiate, record, process and report the Corporation’s transactions;

(i) review the plans of Management and the External Auditor to gain reasonable assurance
that the combined evaluation and testing of Internal Financial Controls is comprehensive,
coordinated and effective;

(j) receivetimely reportsfrom Management, the External Auditor and the Corporation ’slegal
department on any indication or detection of fraud and the corrective activity undertaken
in respect thereto;

(k) before the Committee recommends a proposed External Auditor for nominati on by the
Board, be reasonably assured that any such proposed External Auditor of the Corporation
possesses and will make available to the Corporation the personnel required to efficiently,
cost-effectively and expertly prepare or issue an audit or other r eport in respect of the
Corporation’s financial statements or perform other audit, review or attest services for the
Corporation;

() in advance of the External Auditor’s commencement of each audit of the Corporation’s
financial statements, review with the External Auditor the proposed scope of the audit, the
proposed areas of special emphasis to be addressed in the audit and the materiality levels
which the External Auditor proposes to employ;

(m) satisfy itself that Management has placed no restrictions on the sc ope or extent of the
External Auditor’saudit examinations or reviews or the External Auditor ’s reporting of its
findings to the Board or the Committee;

(n) review and approve in advance any proposed appointment of a member of Management
whose duties relate significantly to Financial Obligations;

(o) review quarterly a progress report by the External Auditor on the status of its annual audit
of the Corporation’s annual financial statements, including the External Auditor ’sfindings
and the implications of those findings; and

(p) discusswith the External Auditor (i) whether its reports to Management on errors detected
by the External Auditor inthe course of an audit or other audit findings suggest weaknesses
or deficiencies in Interna Financial Controls, and (ii) w hether, in the opinion of the
External Auditor, Management has appropriately addressed any such errors or other audit
findings;

B. Audited Financial Statements. for the purpose of gaining reasonable assurance as to whether
each audited financial statement of the Corporation presents fairly, in all material respects, the
financial position of the Corporation, the results of its operations and its cash flows in accordance
with IFRS,

(a) review with Management and the External Auditor the comparative financial sta tements of
the Corporation relating separately to each financial year of the Corporation (the “Current
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Year”) and the financial year of the Corporation next preceding the Current Year (the
“Preceding Year”);
(b) assess the reasonableness, and the effect upon t he Corporation’s financia position and the
results of the Corporation’s operations, of
(i) each significant estimate, accrual, reserve and provision employed by Management in
preparing the comparative financial statements of the Corporation for the Current Ye ar
(the “Current Annual Statement™), as well as all changes to each significant estimate,
accrual, reserve and provision made since the end of the third quarter of the Current
Y ear, and
(i) the aggregate amount of al estimates, accruals, reserves and provisio ns employed by
Management in preparing the Current Annual Statement, aswell asthe change (if any)
in such aggregate amount made since the end of the third quarter of the Current Y ear;
(c) review all unresolved items identified by the External Auditor in cond ucting its audit of
the Current Annual Statement;
(d) obtain the written opinion of the External Auditor as to whether:
(i) any of the accounting principles, policies, practices or methods employed by
Management in preparing the Corporation’s financial statements for the Preceding
Year were significantly changed or augmented in preparing the Current Annual
Statement,
(i) the Current Annual Statement is materially different from that which the Externa
Auditor would have expected from reviewing the Corporation’s quarterly financial
statements for the Current Y ear,

(iii) the accounting principles, policies and disclosure practices employed in preparing the
Current Annual Statement are materially different from the accounting principles,
policies and disclosure practices generally employed by others engaged in the
industries or businesses in which the Corporation is engaged,

(iv) any of the accounting policies, practices, estimates, judgments or disclosure practices
employed in preparing the Current Annual Statement could be described as
“aggressive”, “inadequate” or “not the most appropriate”,

(v) inthe Current Annual Statement, any immaterial items are treated in a manner which
would have to be changed if such items became material in future years, or

(vi) there is any accounting principle, policy, practice, estimate, judgment or disclosure
practice employed in preparing the Current Annual Statement which is not in
accordance with IFRS but the use of which isjustified on the basis of immateriality;

(e) obtain awritten report from the External A uditor comparing (i) the extent of the Externa
Auditor’sreliance on Internal Financial Controlsin auditing the Current Annual Statement
to (ii) the extent of the External Auditor’s reliance on Internal Financia Controls in
auditing the Preceding Y ear’sfinancia statements;

(f) review at least annualy with Management, the External Auditor and the Corporation ’s
legal counsel all legal claims or other contingencies affecting the Corporation to gain
reasonable assurance that all such claims and contingencies which could have a material
effect on the financial position or results of operations of the Corporation have been
disclosed (if appropriate) in the Current Annual Statement;

(g) review with Management and the External Auditor the annual financial statements of the
Corporation’s significant subsidiaries; and

(h) obtain from Management a representation letter addressed to the Committee relating to the
Current Annual Statement comparable in content to the representation letter provided by
Management to the External Auditor relating to the Current Annual Statement;
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C. Interim Financial Statements. for the purpose for gaining reasonable assurance as to whether
each interim financia statement of the Corporation presents fairly, in all material respects, the
financial position of the Corporation, the results of its operations and its cash flows in accordance
with IFRS,

(&) review with Management and the External Auditor the comparative interim financia
statement of the Corporation relating separately to each of the th ree-month, six-month and
nine-month periods of the Current Y ear and the Preceding Y ear;

(b) assess the reasonableness, and the effect upon the Corporation ’s financial position and the
results of the Corporation’s operations, of
(i) each significant estimate, accrual, reserve and provision employed by Management in

preparing each comparative interim financial statement specified in subparagraph (a)
above (the “Current Quarterly Statement”), as well as all changes to each significant
estimate, accrual, reserve and provision made at or since the beginning of the period to
which the Current Quarterly Statement relates (the “Current Quarter™), and

(i) the aggregate amount of all estimates, accruals, reserves and provisions employed by
Management in preparing the Current Quarterly Statement, as well as the change (if
any) in such aggregate amount made at or since the beginning of the Current Quarter;

(c) review all unresolved itemsidentified by t he External Auditor in preparing its report on the
Current Quarterly Statement;

(d) obtain awritten report from the External Auditor as to whether it is aware of any material
modification that needsto be made for the Current Quarterly Statement to bein acco rdance
with IFRS; and

(e) obtain awritten report of the External Auditor as to whether the External Auditor, in the
course of reviewing the Current Quarterly Statement, became aware that
(i) any of the accounting principles, policies, practices or methods employed by

Management in preparing the Corporation’s financial statements for the financial
accounting period ended immediately prior to the beginning of the Current Quarter
were significantly changed or augmented in preparing the Current Quarterly Statement,

(i) the Current Quarterly Statement is materially different from that which the External
Auditor would have expected from reviewing the Corporations’ financial statements
for the earlier financial quarters (if any) faling within the financia year of the
Corporation encompassing the Current Quarter,

(iii) the accounting principles, policies, and disclosure practices employed in preparing the
Current Quarterly Statement are materially different from the accounting principles,
policies and disclosure practices generaly employed by others engaged in the
industries or businessesin which the Corporation is engaged,

(iv) any of the accounting principles, policies, practices, estimates, judgments or disclosure
practices employed in preparing the Current Quarterly Stat ement could be described
as “aggressive”, “inadequate” or “not the most appropriate”,

(V) inthe Current Quarterly Statement, any immaterial items are treated in amanner which
would have to be changed if such items became material in a future financia
accounting period, or

(vi) there is any accounting principle, policy, practice, estimate, judgment or disclosure
practice employed in preparing the Current Quarterly Statement which is not in
accordance with IFRS but the use of which isjustified on the ba sis of immateriality;

D. Financial Statements and MD& A. for the purpose of gaining reasonable assurance that each
Current Annual Statement and each Current Quarterly Statement (a “Current Financial Statement”),
the related Management’s Discussion & Anaysis (as defined in National Instrument 51-102 —
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Continuous Disclosure Obligations) (“MD&A™) and any related press rel eases have been made up
and certified asrequired by the laws, regulations, rules, policies and other requirements relating to
financial reporting and disclosure (collectively the “Financial Reporting Rules™) promulgated by
governments, securities commissions, stock exchanges and other agencies and instrumentalities
having jurisdiction over the Corporation (collectively the “Regulators™),

(a) require Management (with the assistance of the Corporation ’s general legal counsel and
the External Auditor) to provide to the Committee (1) a written report setting out the
applicable Financial Reporting Rules, and (2) prompt written updates to that report
describing any proposed or actual change to the applicable Financial Reporting Rules;

(b) before the Corporation publicly discloses such information, review each Current Financial
Statement, the related MD&A and any related press releases with Management and the
External Auditor in light of the written report (as updated from time to time) referred to in
subsection (a) above;

(c) review each MD& A to gain reasonabl e assurance that the statements and discl osures made
therein are consistent with the Committee’s knowledge of the Corporation’s operations,
financial condition and performance;

(d) obtain from the External Auditor areport on (i) whether the financial information included
in each MD&A is consistent with the related Current Financial Statement, and (i) whether
the selection or presentation of that financial information in such MD&A could reasonably
be expected to cause a reader to misinterpret the Corporation’s financial condition or
performance;

(e) obtain from Management at least annualy a list of the most important performance
measures or indicators that Management uses to manage the Corporation ’s business and
assess the Corporation’s performance; and

(f) gain reasonable assurance that such performance measures and indicators are presented
fairly ineach MD&A;

E. External Auditor’s Report. for the purpose of gaining reasonable assurance that each Current
Annual Statement is accompanied by a report thereon prepared by the External Auditor in
accordance with the Financial Reporting Rules (the “Required Report™),

(a) require Management (with the assistance of the Corporation’s general legal counsel and
the External Auditor) to provide to the Committee (1) awritten report specifying all of the
contents and characteristics of a Required Report, and (2) prompt written updates to that
report describing any proposed or actual changes to the content or characteristics of a
Required Report; and

(b) review each Required Report with Management and the External Auditor in light of the
written report (as updated from time to time) referred t o in subsection (&) above;

F. Independence of External Auditor. for the purpose of gaining and maintaining reasonable
assurance that an existing or proposed External Auditor (an “Auditor”) is objective and
independent,

(a) obtain annually from the Auditor awri tten opinion of the Auditor that it is objective within
the meaning of the Rules of Professional Conduct of the Institute of Chartered Accountants
of Ontario;

(b) obtain annually from the Auditor awritten report of the Auditor listing in detail
(i) all fees paid by the Corporation or any affiliate of the Corporation to the Auditor or

any affiliate of the Auditor in the last financial year of the Corporation ended prior to
the date of such report, and
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(i) al relationships of any kind which existed between the Auditor or any affiliate of the
Auditor and the Corporation or any affiliate of the Corporation at any time in the last
financial year of the Corporation ended prior to the date of such report; and

(c) obtain annually from the External Auditor an acknowledgement in wr iting that the Board
and the Committee, and not Management, are the External Auditor ’s clients;

G. Filing and Sending Financial Statement and MD&A. for the purpose of gaining reasonable
assurance that each Current Financial Statement and the related MD&A are filed with dll
Regulators and sent to holders of the Corporation’s securities (including each shareholder of the
Corporation) in compliance with the Financia Reporting Rules, prior to the date specified by the
Financial Reporting Rules by which the Curr ent Financial Statement and the related MD& A must
be so filed and sent, obtain from Management written assurance that the Current Financial
Statement and the related MD& A have been so filed and sent;

H. Dissemination of Financial and Material Information. for the purpose of gaining reasonable
assurance (1) that where amateria change (as defined in the Financial Reporting Rules) occursin
the affairs of the Corporation, the Corporation (A) forthwith issues a news release authorized by a
member of Management disclosing the nature and substance of the material change (a “Material
Change News Release”), and (B) files a report of such material change (a “Material Change
Report™) as soon as practicable (and in any event within ten days of the date on which the mat eria
change occurs), all in compliance with the Financial Reporting Rules, and (2) that all material
information concerning the Corporation which is disseminated to the public by or on behalf of the
Corporation is accurate, complete and fairly presented,

(a) prior to the date specified by the Financia Reporting Rules by which any such Material
Change News Release and any such Material Change Report must be issued and filed,
obtain from Management written assurance that such Material Change News Release and
Material Change Report have been so issued and filed;

(b) review with Management and, if the Committee so desires, with the External Auditor, al
news releases and reports proposed to be issued or filed by the Corporation which contain
significant financial information concerning the Corporation, including all news releases
and reports concerning a Current Financial Statement; in circumstances where events
render it impractical for the Committee to review such news releases or reports with
Management prior to issuing or filing such news releases or reports, authority to review
and approve such news releases or reports may be exercised by the Committee Chair and
the Board Chair, acting together;

(c) review with Management and, if the Committee so desires, with the Exte rnal Auditor, all
prospectuses, Material Change News Releases, Material Change Reports, MD&A, annual
information forms and other core documents (as defined under applicable securities laws);

(d) periodically assess the adequacy of the Corporation ’s procedures, resources, systems and
tasks for the review of (i) the Corporation’s public disclosure of financia information
extracted or derived from the Corporation’sfinancial statements, (ii) presentations or other
documents used or intended for use with investors, analysts or other members of the
investment community, and (ii) all other information that is generally disseminated by the
Corporation and its subsidiaries, including non-material news releases and information
published on the website(s) of the Corporation and its subsidiaries;

I. Tax and Statutory Remittance Obligations. for the purpose of gaining and maintaining
reasonable assurance that the Corporation is in compliance with its obligations under tax,
employment and similar laws and regulatio ns relating to the collection and remittance of taxes and
other statutory amounts, obtain quarterly reports from Management as to such compliance;
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J. Non-Audit Services. pre-approve al non-audit services proposed to be provided to the
Corporation or to any of its subsidiaries by the External Auditor; prior to the Committee pre -
approving any non-audit services proposed to be provided to the Corporation or to any of its
subsidiaries by the External Auditor, gain reasonabl e assurance that the provision of such services
by the External Auditor could not reasonably be expected to impair the objectivity or independence
of the External Auditor; for purposes of this Charter,

(@ “audit services” means the professional services rendered by the External Auditor for the
audit and review of the Corporation’s financiad statements or services that are normally
provided by the External Auditor in connection with statutory and regulatory filings or
engagements, and

(b) “non-audit services” means services other than audit services;

K. Hiring from External Auditor. review and approve the Corporation’s hiring policies regarding
partners, employees, former partners and former employees of the present and former External
Auditor;

L. Complaint Processes. establish procedures for

(a) the receipt, retention and treatment of complaints received by the Corporation regarding
accounting, Internal Financial Controls, Disclosure Controls, Financial Reporting Rules or
auditing matters,

(b) the confidential, anonymous submission by employees of the Corporation of concerns
regarding questionable accounting or auditing matters, and

(c) thereporting to the Committee of all such complaints and submissions;

M. Recommendation of Auditor. recommend to the Board

() aproposed External Auditor to be nominated by the Board for appointment as the External
Auditor by the holders of common shares of the Corporation, and
(b) the compensation of the External Auditor ;

N. Oversight of Financial Risks. for the purpose of gaining and maintaining reasonable assurance
that Management isdirectly and effectively ng, monitoring and managing Financia Risks,

(a) priortotheBoard’sapproval of each MD&A, obtain from Management areport containing
Management’s assessment of the principa risks to the Corporation’s business and
identifying which of such risks are principal Financial Risks;

(b) at least semi-annually, obtain from Management a report specifying the process by which
Management is assessing, monitoring and managing Financial Risks;

(c) review al reports of the External Auditor with respect to any weaknesses or deficiencies
in Internal Controls relating to Financia Risks, and review the adequacy and
appropriateness of Management’s responses to recommendations relating to any such
weaknesses or deficiencies made by the External Auditor, including Management’s
implementation of such recommendations;

(d) gain reasonable assurance that the principal Financia Risks are fairly presented in each
MD&A and in the Corporation’s Annual Information Form; and

(e) prepare and present annually to the Board a report of the Committee setting out the
Committee’s conclusions resulting from the Committee’s oversight of Management’s
assessment, monitoring and management of Financial Risks;
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O. Financial Resources, Assets and Obligations. for the purpose of gaining and maintaining
reasonable assurance that Management is effectively managing the financial resources, assets
and obligations of the Corporation,

() at least annually review the Corporation’s financing strategy, capital structure, annua
cash flow targets and operating plans;

(b) obtain quarterly from Management reports on the Corporation ’s cash flow and working
capital management, compliance with debt covenants and other matters that could impact
the financial condition of the Corporation, and gain reasonabl e assurance that such matters
are fairly and appropriately disclosed in the Current Financia Statements and/or the
related MD&A; and

(c) satisfy itself that the safeguarding of financial assets and the proper recording of
financial assets and obligations are effectively addressed in the certification of Internal
Financia Controls by the CEO and the CFO; and

P. Other Diligent Actions. perform such other Diligent Actions as the Board may reasonably
specify from time to time.
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