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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”);
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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.
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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.

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 creditors1;

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,

KSV KOFMAN INC.
IN ITS CAPACITY AS MONITOR OF
DISCOVERY AIR INC.
AND NOT IN ITS PERSONAL CAPACITY
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Discovery Air Inc.

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 Total

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

Professional 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 (1,973,476) (436,016) (502,613) 539,454 (612,274) 279,020 (137,087) 579,512 880,104 (2,638,922) (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 10,934,969 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) (4,265,739) (305,674) 207,229 1,174,257 (1,973,476) (436,016) (502,613) 539,454 (612,274) 279,020 (137,087) 579,512 880,104 (2,638,922)

Closing funding requirement 10,934,969 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 18,147,194

Permitted borrowings under CIBC facility 10 10,155,784 9,943,562 9,943,562 9,943,562 9,943,562 10,160,517 11,097,874 11,097,874 11,097,874 11,097,874 14,118,111 14,118,111 14,118,111 14,118,111 14,118,111

DIP funding requirement (779,185) (5,257,146) (5,562,820) (5,355,591) (4,181,335) (5,937,856) (5,436,514) (5,939,127) (5,399,673) (6,011,947) (2,712,690) (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) (1,036,514) (1,539,127) (999,673) (1,611,947) 1,687,310 1,550,223 2,129,735 3,009,839 370,917

Projected DIP Facility, closing balance 8,979,185 13,457,146 13,762,820 13,555,591 12,381,335 14,137,856 13,636,514 14,139,127 13,599,673 14,211,947 10,912,690 11,049,777 10,470,265 9,590,161 12,229,083



Discovery Air Inc.
Notes to Cash Flow Forecast
For the Period Ending July 31, 2018
(Unaudited; $C)

Purpose and General Assumptions

1. The purpose of this analysis is to 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 is the
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. ("ATL") and Discovery Mining Services Ltd ("DMS").

The cash flow forecast has been prepared based on hypothetical assumptions developed and prepared by the Company's
management.

Hypothetical Assumptions

2. Represents projected accounts receivable collections for GSH, ATL and DMS, which are assumed to be collected in
accordance with existing customer payment terms and practices.

3. Represents net HST refundable.

4. 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's loan 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.

5. Represents net payroll for the Company's employees.

6. Represents rent for the Company's head office in Toronto, Ontario and for a leased office in London, Ontario.

7. Represents telecommunications, technology, office supplies, utilities, accounting and other sundry expenses incurred by the
Company.

8. 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")

9. Represents payment of the estimated professional fees of the Monitor, its legal counsel and the Company's legal counsel.

10. "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.

11. Reflects permitted advances under the DIP Facility pursuant to the existing maximum amount of $12.6 million.
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IN THE MATTER OF THE ,
R.S.C. 1985, c.C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OFOF
DISCOVERY AIR INC.

MANAGEMENT’S REPORT ON CASH FLOW STATEMENT
(paragraph 1010(2)(b) of the CCAA)

The management of Discovery Air Inc. (the “Applicant”) have developed the assumptions and
prepared the attached statement of projected cash flow as of the 2323rdrd day of April, 2018 for the
period April 23, 2018 to July 31, 2018 (“Cash Flow”). All such assumptions are disclosed in the
notes to the Cash Flow.

The hypothetical assumptions are reasonable and consistent with the purpose of the Cash Flow
asas described in Note 1 to the Cash Flow, and the probable assumptions are suitably supported
and consistent with the plans of the Applicant and provide a reasonable basis for the Cash Flow.

Since the Cash Flow is based on assumptions regarding future events, actual events will vary
from the information presented and the variations may be material.

The Cash Flow has been prepared soled for the purpose outlined in Note 1 using a set of
hypothetical assumptions set out therein. Consequently, readers are cautioned that the Cash
Flow may not be appropriate for other purposes.

Dated at Toronto this 2323rdrd day of April, 2018.

Discovery Air Inc.

____________________________________
Paul Bernards, Chief Financial Officer
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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.

MONITOR’S REPORT ON CASH FLOW STATEMENT
(paragraph 23(1)(b) of the CCAA)

The attached statement of projected cash-flow of Discovery Air Inc. (the “Applicant”), as of the
24th day of April, 2018, consisting of a weekly projected cash flow statement for the period April 23,
2018, to July 31, 2018 (“Cash Flow”) has been prepared by management of the Applicant for the
purpose described in Note 1, using the assumptions set out in the notes to the Cash Flow.

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

Based on our review, nothing has come to our attention that causes us to believe that, in all
material respects:

a) the hypothetical assumptions are not consistent with the purpose of the Cash Flow;

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

c) the Cash Flow does not reflect assumptions.

Since the Cash Flow is based on assumptions regarding future events, actual results will vary
from the information presented even if the hypothetical assumptions occur, and the variations
may be material. Accordingly, we express no assurance as to whether the Cash Flow will be
achieved. We express no opinion or other form of assurance with respect to the accuracy of any
financial information presented in this report, or relied upon in preparing this report.
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The Cash Flow has been prepared solely for the purpose described in Note 1 and readers are
cautioned that it may not be appropriate for other purposes.

Dated at Toronto this 24th day of April, 2018.

KSV KOFMAN INC.
IN ITS CAPACITY AS CCAA MONITOR OF
DISCOVERY AIR INC.
AND NOT IN ITS PERSONAL CAPACITY




