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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”. 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:

 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”);

 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 (such Asset Purchase Agreement being the “ATL APA”); and

 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) set out the 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 order1:

 approving each of the Top Aces APA, the ATL APA, the GSH APA and
the DMS APA and the Transactions contemplated therein;

 authorizing the Company to enter into any other ancillary documents and
agreements required to complete the Transactions;

 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;

 extending the stay of proceedings from June 29, 2018 to July 31, 2018;

 approving the fees and disbursements of the Monitor and Goodmans; and

 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 below2.

3. Clairvest is the Company’s 95.5% shareholder. The remaining shares are owned by
past and present management of the Company. Clairvest is 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. It is 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;

j) 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 set out in 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 business3. 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:

 the TA Interest represents a small minority interest in Top Aces; and

 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
“F”.

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:

 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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 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

 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 APA4

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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iii. 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 APAs5

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
Assets

The GSH Property The ATL Property The DMS Property

Purchase
Price

$12.381 million plus the
Assumed Liabilities.

$19.765 million plus the
Assumed Liabilities.

$5 million plus the
Assumed Liabilities.

Satisfaction
of Purchase
Price

The Purchase Price shall be satisfied on closing by: (i) the assumption of liabilities
and obligations under the Clairvest Convertible Debentures equal to the Clairvest
Convertible Debentures Indebtedness Assumption Amount; and (ii) the assumption
and/or satisfaction of the Assumed Liabilities6.

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
Liabilities

The Northern Business Buyer will assume all contracts relevant to the respective
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
and
Consents

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

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
Services

The Company7 shall, if necessary, provide Transition Services relating to:

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
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) 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) the SSP was carried out in accordance with the SSP Approval Order;

b) 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;

c) 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;

d) 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;

e) the Transactions were extensively negotiated prior to these proceedings with a
view to maximizing the value of the Company’s business and assets;

f) 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 otherwise8;

g) 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;

h) all interested parties were permitted to submit offers for any or all of the Northern
Businesses;

i) employment in Northern Canada will be preserved;

8 This consideration is not relevant to the sale of the TA Property, given it is a minority interest in Top Aces.
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j) 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

l) 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.



ksv advisory inc. Page 15 of 16

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;

j) 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;

l) 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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DISCOVERY AIR INC. ANNOUNCES APPROVAL OF SALE PROCESS TO
PRESERVE BUSINESS; AFFILIATES OF CLAIRVEST SUBMIT STALKING
HORSE BIDS TO 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 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. 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 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 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 Discovery’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 Approval
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 operations in
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).

Advertisement

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.



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 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 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.

Advertisement

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



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

Approval 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.
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David Sieradzki

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

April 2, 2018

DELIVERED BY EMAIL

Discovery Air Inc.
170 Attwell Drive, Suite 370
Toronto, ON
M9W 5Z5

Attention: Alan Torrie, David Kleiman,
Paul Bernards, and Alasdair Martin

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

Attention: Paul Bouchard

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:

 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;

 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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 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

 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 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

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 Sieradzki

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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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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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”);

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
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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


