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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

DRONE AVIATION HOLDING CORP.
Interim Unaudited Consolidated Financial Statements
For the Period Ended September 30, 2015
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DRONE AVIATION HOLDING CORP.
CONSOLIDATED BALANCE SHEETS
9/30/2015
(Unaudited)

12/31/2014

ASSETS
CURRENT ASSETS:
Cash
Accounts receivable - trade
Inventory
Prepaid expenses and deposits

$

Total current assets

235,472
3,971
233,274
66,513

$

539,230

PROPERTY AND EQUIPMENT, at cost:
Less - accumulated depreciation

1,369,896
30,170
39,404
50,169
1,489,639

123,976
(17,849)

34,064
(7,040)

106,127

27,024

OTHER ASSETS:
Goodwill
Intangible assets, net

99,799
1,533,910

99,799
103,609

Total other assets

1,633,709

203,408

Net property and equipment

TOTAL ASSETS

$

2,279,066

$

1,720,071

$

161,538
–
129,575
110,000

$

64,383
2,181
–
110,000

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable - trade and accrued liabilities
Accounts payable due to related party
Deferred revenue
Note Payable - Oklahoma Technology Commercialization Center- Current
Total current liabilities

TOTAL LIABILITIES

401,113

$

Convertible Preferred stock, Series E, $.0001 par value; authorized 5,400,000 shares;
3,400,000 and 5,400,000 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Convertible Preferred stock, Series F, $.0001 par value; authorized 3,300,999 shares;
3,300,999 and 3,300,999 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Convertible Preferred stock, Series G, $.0001 par value; authorized 8,000,000 shares;
4,000,000 and 0 shares issued and outstanding, at September 30, 2015

$

–

COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY (DEFICIT):
Convertible Preferred stock, Series A, $.0001 par value; authorized 595,000 shares;
220,021 and 396,750 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Convertible Preferred stock, Series B, $.0001 par value; authorized 324,671 shares;
324,651 and 324,651 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Convertible Preferred stock, Series B-1, $.0001 par value; authorized 156,231 shares;
68,731 and 68,731 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Convertible Preferred stock, Series C, $.0001 par value; authorized 355,000 shares;
315,400 and 345,400 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Convertible Preferred stock, Series D, $.0001 par value; authorized 36,050,000 shares;
22,050,000 and 36,050,000 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively

401,113

176,564

$

22

176,564
–

$

40

32

32

7

7

32

35

2,205

3,605

340

540

330

330

400

–

and December 31, 2014, respectively
Common stock, $.0001 par value; authorized 300,000,000 shares;
2,493,776 and 926,953 shares issued and outstanding, at September 30, 2015
and December 31, 2014, respectively
Additional paid-in capital
Retained Earnings (Deficit)

250

Total stockholders' equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

$

The accompanying notes are an integral part of these unaudited consolidated financial statements.
F-2

93

9,440,020
(7,565,685)

3,702,233
(2,163,408)

1,877,953

1,543,507

2,279,066

$

1,720,071

DRONE AVIATION HOLDING CORP.
CONSOLIDATED STATEMENTS OF OPERATIONS (Unaudited)
For the Quarters Ended
9/30/2015
9/30/2014
Revenues

$

108,548

$

328,063

For the Nine Months Ended
9/30/2015
9/30/2014
$

191,356

$

682,389

Cost of good sold

66,884

231,624

101,429

475,201

Gross profit

41,664

96,439

89,927

207,188

1,623,079

1,046,876

5,491,800

1,234,258

General and administrative expense
Loss from operations
Other income (expense)
Loss on sale and impairment of securities held for resale
Loss on derivative liability
Interest income
Interest expense
Total other expense
NET LOSS
Deemed dividend on Series G convertible preferred stock
Deemed dividend on Series F convertible preferred stock

(1,581,415)

(950,437)

(5,401,873)

(1,027,070)

–
–
–
(138)

–
(80,988)
142
(299)

–
–
–
(404)

(42,821)
(350,969)
209
(2,239)

(138)

(81,145)

(404)

(395,820)

(1,581,553)

(1,031,582)

(5,402,277)

(1,422,890)

–
–

NET LOSS ATTRIBUTABLE TO COMMON STOCKHOLDERS

(1,581,553)

Weighted average number of common shares outstanding - basic and
diluted
Basic and diluted net loss per share

–
192,558
(1,224,140)

2,043,047
$

(0.77) $

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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534,556
(2.29) $

80,000
–
(5,482,277)

1,459,545
(3.76) $

–
192,558
(1,615,448)

246,972
(6.54)

DRONE AVIATION HOLDING CORP.
CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
For the Nine Months Ended September 30,
OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash
used in operating activities:
Loss on disposal and impairment of available-for-sale securities
Loss on derivative liability
Depreciation
Amortization
Stock based compensation
Changes in current assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Accounts payable and accrued expense
Due from related party
Deferred revenue

9/30/2015

9/30/2014

$ (5,402,277) $ (1,422,890)
–
–
10,809
29,699
3,476,723

Net cash used in operating activities
INVESTING ACTIVITIES:
Cash paid on business combination, net
Cash from reverse merger
Cash from sales of available-for-sale securities
Cash paid on asset acquisition
Purchase of furniture and equipment
Net cash (used in) provided by investing activities
FINANCING ACTIVITIES:
Proceeds from warrant exercises
Proceeds from Series F preferred stock issued for cash
Proceeds from common stock issued for cash
Redemption of Series B-1 preferred stock
Proceeds from Series G preferred stock issued for cash

42,821
350,969
659
19,963
348,334

26,199
(193,870)
(16,344)
111,430
(2,181)
129,575

5,566
(53,347)
(16,096)
(163,252)
22,728
142,355

(1,830,237)

(722,190)

–
–
–
(200,000)
(89,912)

(304,639)
1,629,263
168,704

(289,912)

1,476,602

(16,726)

–
–
–
–
985,725

Net cash provided by financing activities

17,000
822,750
653,327
(350,000)
–

985,725

NET (DECREASE) INCREASE IN CASH

1,143,077

(1,134,424)

CASH, beginning of period

1,897,489

1,369,896

–

CASH, end of period

$

235,472

$

1,897,489

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the quarters ended September 30:
Interest

$

404

$

2,239

$

–

$

3,258

Income taxes
Noncash investing and financing activities for the quarters ended September 30:
Cashless exercise of Series E preferred stock attached warrants

$

–

$

37

Derivative liability written off to APIC due to warrant exercise
Conversion of Series A preferred stock to common stock

$
$

–
44

$
$

2,510,793
1,368

Conversion of Series B preferred stock to common stock

$

–

$

–

Conversion of Series C preferred stock to common stock
Conversion of Series D preferred stock to common stock

$
$

8
35

$
$

96
–

Conversion of Series E preferred stock to common stock

$

5

$

Reverse merger adjustment
Deemed dividend beneficial conversion feature on convertible preferred stock

$
$

–
–

$ (2,116,221)
$
192,558

Business combination adjustment

$

–

$

79,000

Asset acquisition for stock

$

The accompanying notes are an integral part of these unaudited consolidated financial statements.
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1,260,000

$

–

Drone Aviation Holding Corp.
Notes to Interim Unaudited Consolidated Financial Statements
For the Period Ended September 30, 2015
1. BASIS OF PRESENTATION
The accompanying unaudited interim financial statements have been prepared in accordance with accounting principles generally
accepted in the United States for interim financial statements and do not include all the information and footnotes required by accounting
principles generally accepted in the United States for complete financial statements. The information furnished reflects all adjustments,
consisting only of normal recurring items which are, in the opinion of management, necessary in order to make the financial statements
not misleading. The financial statements as of December 31, 2014 have been audited by an independent registered public accounting
firm. These financial statements should be read in conjunction with the financial statements and the notes thereto included in the
Company’s 10K for the calendar year ended December 31, 2014.
2. RELATED PARTY TRANSACTIONS
A party is considered to be related to the Company if the party directly or indirectly or through one or more intermediaries, controls, is
controlled by, or is under common control with the Company. Related parties also include principal owners of the Company, its
management, members of the immediate families of principal owners of the Company and its management and other parties with which
the Company may deal if one party controls or can significantly influence the management or operating policies of the other to an extent
that one of the transacting parties might be prevented from fully pursuing its own separate interests. A party which can significantly
influence the management or operating policies of the transacting parties or if it has an ownership interest in one of the transacting parties
and can significantly influence the other to an extent that one or more of the transacting parties might be prevented from fully pursuing its
own separate interests is also a related party.
Aerial Products Corp (“APC”) is a related party, controlled by a current employee of the Company. APC shared the manufacturing
facilities with LTAS and provided aerostat envelopes and manufacturing labor to Lighter Than Air Systems (LTAS) until June 30, 2014
when the APC labor pool transitioned to the Company. The accounts payable due to related party at December 31, 2014 included
allocated rent and utility charges, aerostat envelopes, truck expenses and labor charges due of $2,181. An additional $5,368 in similar
expenses was incurred in the first nine months of 2015. A total of $7,549 was paid to APC in the first nine months of 2015. There are no
amounts due to APC at September 30, 2015. Additionally during the first quarter of 2015, the Company acquired used equipment from
APC for $6,500.
3. INVENTORY
Inventories are stated at the lower of cost or market, using the first-in first-out method. Cost includes materials, labor and manufacturing
overhead related to the purchase and production of inventories. The Company regularly reviews inventory quantities on hand, future
purchase commitments with its supplies, and the estimated utility of its inventory. If the review indicates a reduction in utility below
carrying value, inventory is reduced to a new cost basis through a charge to cost of goods sold. During the nine months ended September
30, 2015, raw materials inventory increased $9,212 primarily due to components related to aerostat production, work in process inventory
increased $68,566 primarily due to a custom order of two custom-engineered WASP XL aerostat systems and supporting equipment
delivered in October 2015, and finished goods inventory increased $116,092 primarily due to investment in custom winches, a camera
carried as aerostat payload and an off-road vehicle for optional launching capability. Inventory consists of the following at September 30,
2015 and December 31, 2014:
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September 30, December 31,
2015
2014
$
28,156 $
18,944
69,935
1,369
135,183
19,091
$
233,274 $
39,404

Raw materials inventory
Work in process inventory
Finished goods inventory

4. PROPERTY AND EQUIPMENT
Property and equipment is recorded at cost when acquired. Depreciation is provided principally on the straight-line method over the
estimated useful lives of the related assets, which is 3-7 years for equipment, furniture and fixtures, hardware and software and leasehold
improvements. During the nine months ended September 30, 2015, the Company invested $28,222 in shop machinery and equipment,
$13,808 in computers and electronics, $30,908 office furniture and fixtures and additional $16,974 in leasehold improvements.
Depreciation expense was $10,809 and $659 for the nine months ended September 30, 2015 and 2014, respectively. Property and
equipment consists of the following at September 30, 2015 and December 31, 2014:
September 30, December 31,
2015
2014
$
48,176 $
19,954
25,883
12,075
32,943
2,035
16,974
–
123,976
34,064
(17,849)
(7,040)
$
106,127 $
27,024

Shop Machinery and equipment
Computers and electronics
Office furniture and fixtures
Leasehold improvements
Less - accumulated depreciation

5. INTANGIBLE ASSETS
On May 5, 2014, the Company acquired Lighter Than Air Systems (LTAS). In accordance with ASC 805-10 Business Combination and
purchase acquisition accounting, the Company initially allocated the consideration to the net tangible and identifiable intangible assets,
based on their estimated fair values as of the date of acquisition. The fair value of the LTAS customer list was determined by using a
discounted cash flow model and $135,550 was recorded on the date of the business combination. The Company recorded $31,941 of
amortization expense for the year ended December 31, 2014 and an additional amortization expense of $29,699 in the first nine months
of 2015.
On July 20, 2015, the Company entered into an agreement to acquire exclusive commercial software licenses for the “GUST” (Georgia
Tech UAV Simulation Tool) autopilot system from Adaptive Flight, Inc. Through the purchase of the assets of privately held Adaptive
Flight Inc. (AFI), the Company is assuming the transferable licenses from the Georgia Tech Research Corporation which include flight
simulation tools and fault tolerant flight control algorithms. In addition, the company acquired AFI’s dedicated flight computer and
additional related hardware and airframes. The Company paid $100,000 in immediately available funds and $100,000 to be held in
escrow. In addition, the Company issued 150,000 shares of unregistered common stock valued at $8.40 per share or a total of $1,260,000
on a post-reverse split basis on the date of agreement, to be held in escrow. The asset acquisition did not qualify as a business
combination under ASC 805-10 or Article 11 and has been accounted for as a regular asset purchase.
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6. SHAREHOLDERS’ EQUITY
The Company issued a total of 1,566,823 common shares during the first nine months of 2015, adjusted for the October 29, 2015 1:40
reverse split, described further as follows:
The Company issued 215,750 shares of common stock between January 1 and March 31, 2015 pursuant to conversions of an aggregate of
86,300 shares of Series A preferred stock.
The Company issued 200,573 shares of common stock between April 1 and June 30, 2015 pursuant to conversions of an aggregate of
80,229 shares of Series A preferred stock.
The Company issued 25,500 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an aggregate of
10,200 shares of Series A preferred stock.
The Company issued 1 share of common stock between July 1 and September 30, 2015 pursuant to conversions of an aggregate of 20
shares of Series B preferred stock.
The Company issued 50,000 shares of common stock between April 1 and June 30, 2015 pursuant to conversions of an aggregate of
20,000 shares of Series C preferred stock.
The Company issued 25,000 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an aggregate of
10,000 shares of Series C preferred stock.
The Company issued 210,000 shares of common stock between April 1 and June 30, 2015 pursuant to conversions of an aggregate of
8,400,000 shares of Series D preferred stock.
The Company issued 140,000 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an aggregate of
5,600,000 shares of Series D preferred stock.
The Company issued 50,000 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an aggregate of
2,000,000 shares of Series E preferred stock.
On June 1, 2015, the Company issued 50,000 shares of restricted common stock with monthly vesting provisions to the Chairman of the
Board for twenty-four months services pursuant to a Director Agreement. The Chairman can earn a pro rata portion of the shares,
calculated on a twenty-four month vesting period, in the event the Chairman relinquishes his position and board seat prior to the
expiration date of the Director Agreement. The Company recognized a total of $90,000 expense for the pro rata portion of shares earned
by the Chairman by September 30, 2015.
On August 27, 2014, the Company issued 50,000 shares of restricted common stock with monthly vesting provisions to two members of
its Strategic Advisory Board for twelve months services. The advisors can earn a pro rata portion of the shares, calculated based on the
twelve-month vesting period, in the event the service agreements are terminated prior to the expiration date as described in the
agreements. The Company recognized a total of $213,333 expense for the pro rata portion of shares earned by the two advisors during
the nine months ended September 30, 2015 and has recognized a total of $340,000 since August 27, 2014.The shares became fully vested
on August 27, 2015.
On July 20, 2015, the Company issued 150,000 shares of restricted common stock valued at $1,260,000 to acquire assets from Adaptive
Flight, Inc. as described above.
On September 4, 2015, the Company issued 450,000 shares of restricted common stock to four management employees and one director
pursuant to stock award agreements. The shares will vest upon consummation of a $10,000,000 equity or debt financing provided that the
holder remains engaged by the Company through the vesting date. Stock based compensation of $1,007,400 was recognized in the third
quarter of 2015 based on management’s estimate that the shares will be fully vested by November 2015.
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7. PREFERRED STOCK
All of the preferred stock of the Company is convertible into common shares. The Series A and Series C stock conversion ratio is 1 to 2.5
common shares on a post-split basis. The Series B, B-1, D, E, F and G stock conversion ratio is 1 to 0.025 common shares on a post-split
basis. The conversion price of Series B stock may be adjusted if a ‘dilutive triggering event’ occurs which could happen if the Company
were to sell or issue common stock, warrants or convertible securities without consideration or for a consideration per share less than the
conversion price in effect immediately prior to such sale or issue (dilutive triggering price). In such case, the Series B conversion price
would be reduced to a price equal to the dilutive triggering price. All preferred stock has voting rights equal to the number of shares it
would have on an ‘as if converted’ basis subject to any ownership limitations governing such preferred shares. All preferred stock is
entitled to dividends rights equal to the number of shares it would have on an ‘as if converted’ basis. None of the preferred stock is
redeemable, participating nor callable.
The Company analyzed the embedded conversion option for derivative accounting consideration under ASC 815-15 “Derivatives and
Hedging” and determined that the conversion option should be classified as equity.
The Company analyzed the conversion option for beneficial conversion features consideration under ASC 470-20 “Convertible Securities
with Beneficial Conversion Features” and noted Series F stock contained a beneficial conversion feature. The intrinsic value of the
beneficial conversion feature was determined to be $192,558. The beneficial conversion feature was fully amortized and recorded as a
deemed dividend during the year ended December 31, 2014. The Series G stock issued during current quarter also contained a beneficial
conversion feature. The intrinsic value of the beneficial conversion feature was determined to be $80,000. The beneficial conversion
feature was fully amortized and recorded as a deemed dividend during the nine months ended September 30, 2015.
On October 29, 2015 a 1:40 reverse split of the Company stock occurred and the effect has been applied retroactively for disclosure
purposes.
Between January 1 and September 30, 2015, eight investors in Series A preferred stock converted a total of 176,729 shares of Series A for
an aggregate of 441,823 shares of restricted common stock in accordance with their conversion rights which includes a blocker with
respect to individual ownership percentages. During the same period, one investor in Series B preferred stock converted a total of 20
shares of Series B for 1 share of restricted common stock, two investors in Series C preferred stock converted a total of 30,000 shares of
Series C for an aggregate of 75,000 shares of restricted common stock, ten investors in Series D preferred stock converted a total of
14,000,000 shares of Series D for an aggregate of 350,000 shares of restricted common stock and one investor in Series E preferred stock
converted a total of 2,000,000 shares of Series E for an aggregate of 50,000 shares of restricted common stock, all in accordance with
their conversion rights which includes a blocker with respect to individual ownership percentages.
The Series B-1 preferred stock contains a liquidation provision whereas in the event of a fundamental transaction (such as the merger
which occurred on June 3, 2014), the shareholder has the option to receive a preferential amount of cash equal to 400% of the stated value
per share.
Series G Preferred Private Placement
On June 2, 2015, the Company sold an aggregate of 4,000,000 units in a private placement of its securities to certain investors at a
purchase price of $0.25 per unit pursuant to subscription for an aggregate purchase price of $985,725, net of $14,275 financing fees. Each
unit consists of one share of the Company’s Series G Convertible Preferred Stock, par value $0.0001 per share, each of which is
convertible into 0.025 shares of Common Stock on a post-split basis.
On June 2, 2015, as a result of the sale of the Series G Preferred Stock, the Company issued 2,700,000 shares of Series E Convertible
Preferred Stock, which are convertible into an aggregate of 67,500 shares of Common Stock on a post-split basis, to existing holders of
Series E Preferred Stock, in connection with certain anti-dilution rights associated with their purchase of such shares. The additional share
issuance was treated as a ‘stock split’ and was retrospectively reflected as of December 31, 2014.
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On June 2, 2015, the Company received the consent of at least a majority of its holders of Series F Convertible Preferred Stock to
consummate the Series G Private Placement, as required under the terms of that investment. In consideration for the foregoing consent,
the Company issued all holders of its Series F Preferred Stock an aggregate of an additional 2,200,666 shares of Series F Preferred Stock,
which are convertible into an aggregate of 55,017 shares of common stock on a post-split basis. The additional share issuance was treated
as a ‘stock split’ and was retrospectively reflected as of December 31, 2014.
8. EMPLOYEE STOCK OPTIONS
On October 29, 2015 a 1:40 reverse split of the Company stock occurred and the effect has been applied retroactively for disclosure
purposes.
During the nine months ended September 30, 2015, 737,500 options were granted to employees and a director for service provided. Of
these, 250,000 options were immediately vested and were granted with an exercise price of $6.00 and the expiration date is May 18, 2018.
Another 250,000 options vest over two years or upon the up listing of the Company’s stock and were granted with an exercise price of
$6.00 and the expiration date is June 1, 2018. These 250,000 options were surrendered and cancelled on September 4, 2015. A director
received two options. The first was for 75,000 shares vesting over two years and was granted with an exercise price of $10.00 and the
expiration date is June 1, 2018. The second was for 125,000 shares with vesting tied to performance and was granted with an exercise
price of $10.00 and the expiration date is June 1, 2018. These two director options were surrendered and cancelled on September 4,
2015.Stock based compensation was reduced by $170,396 for costs previously recognized on the total 450,000 surrendered and cancelled
unvested options. Another option for 37,500 shares vesting over three years was granted with an exercise price of $10.80 and the
expiration date is May 4, 2019.
The Company uses the Black-Scholes option pricing model to estimate the fair value of stock-based awards on the date of grant.
The following table summarizes the assumptions used to estimate the fair value of stock options granted during the nine months ended
September 30, 2015:
2015
Expected dividend yield
Expected volatility
Risk-free interest rate
Expected life of options

0%
128%
0.40 - 0.99%
1.50 – 3.42
years

Under the Black-Scholes option price model, fair value of the options granted is estimated at $2,302,837. During the nine months ended
September 30, 2015, $2,126,109 compensation expense was recognized and the remaining $176,728 will be recognized over the next
three years.
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The following table represents stock option activity as of and for the period ended September 30, 2015:
Weighted
Average
Exercise
Price
$
0.00
$
0.00
$
7.33

Contractual
Life in
Years

Outstanding – December 31, 2014
Exercisable – December 31, 2014
Granted

Number of
Options
–
–
737,500

Exercised or Vested
Cancelled or Expired
Outstanding – September 30, 2015

–
450,000
287,500

$
$
$

0.00
7.78
6.63

2.76

Exercisable – September 30, 2015

250,000

$

6.00

2.63

Intrinsic
Value
$

0.00

$

113,000

9. WARRANTS
On October 29, 2015 a 1:40 reverse split of the Company stock occurred and the effect has been applied retroactively for disclosure
purposes.
For the nine month period ended September, 2015, 37,500 warrants were granted to two consultants for service provided. One consultant
was granted 25,000 warrants with exercise price of $10.00, vesting over two years and the expiration date is June 16, 2018. The other
consultant was granted 12,500 warrants with exercise price of $10.00, vesting over one year and the expiration date is June 25, 2018.
The Company uses the Black-Scholes warrant pricing model to estimate the fair value of warrants as of September 30, 2015.
The following table summarizes the assumptions used to estimate the fair value of warrants granted during the nine months ended
September 30, 2015:
2015
Expected dividend yield
Expected volatility
Risk-free interest rate
Expected life of warrants

0%
124%
0.21 - 0.78%
1.39 – 2.20 years

Under the Black-Scholes warrant price model, fair value of the warrants granted is estimated at $120,054. During the nine months ended
September 30, 2015, $39,881 compensation expense was recognized.
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The following table represents warrant activity as of and for the period ended September 30, 2015:

Number of
Warrants
12,129
12,129

Outstanding – December 31, 2014
Exercisable – December 31, 2014
Granted

37,500

Forfeited or Expired
Outstanding – September 30, 2015
Exercisable – September 30, 2015

Weighted
Average
Exercise
Price
$
206.86
$
206.86
$

10.00

(297) $

101.12

49,332
15,582

$
$

57.85
161.50

Contractual
Life in
Years
2.04
2.04

$

0.00

2.38
1.67

$

0.00

Intrinsic
Value

10. OKLAHOMA TECHNOLOGY COMMERCIALIZATION CENTER
At the time of the April 30, 2014 merger between MacroSolve, Inc. and Drone Aviation Holding Corp., MacroSolve had an $110,000
balance on its refundable award from the State of Oklahoma Technology Business Finance Program. The parties are currently discussing
a release from the debt that is unrelated to the current operations.
11. SUBSEQUENT EVENTS
Between October 1 and November 11, 2015, 1 investor in Series A preferred stock converted a total of 30,000 shares of Series A for
75,000 shares of restricted common stock in accordance with their conversion rights which includes a blocker with respect to individual
ownership percentages.
Between October 1 and November 11, 2015, 1 investor in Series C preferred stock converted a total of 10,000 shares of Series C for
25,000 shares of restricted common stock in accordance with their conversion rights which includes a blocker with respect to individual
ownership percentages.
Between October 1 and November 11, 2015, 1 investor in Series D preferred stock converted a total of 2,050,000 shares of Series D for
51,250 shares of restricted common stock in accordance with their conversion rights which includes a blocker with respect to individual
ownership percentages.
Between October 1 and November 11, 2015, 1 investor in Series E preferred stock converted a total of 600,000 shares of Series E for
15,000 shares of restricted common stock in accordance with their conversion rights which includes a blocker with respect to individual
ownership percentages.
On September 4, 2015, the Board of Directors recommended, subject to shareholder approval, a reverse split of the Company’s
outstanding shares of common stock, at a ratio not less than one-for-fifteen and not greater than one-for-fifty to become effective upon the
filing of the Certificate of Amendment to the Articles of Incorporation. Majority shareholder consent was received on October 1, 2015.
The Board determined that the ratio should one for forty and implemented the reverse split at the close of trading on October 29, 2015
and in effect for trading on a split-adjusted basis on October 30, 2015. The Company’s common stock will trade under new CUSIP
number 262100209 and temporary ticker symbol “DRNED” for twenty business days, at which time trading will commence under the
ticker symbol “DRNE”. The effect of the reverse split has been retroactively applied to the comparative balances of December 31, 2014
and September 30, 2015 and the footnotes.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Certain statements in Management's Discussion and Analysis ("MD&A"), other than purely historical information, including
estimates, projections, statements relating to our business plans, objectives and expected operating results, and the assumptions upon
which those statements are based, are "forward-looking statements" within the meaning of the Private Securities Litigation Reform Act of
1995, Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements
generally can be identified by the use of forward-looking terminology such as “may,” “would,” “expect,” “intend,” “could,” “estimate,”
“should,” “anticipate,” or “believe.” and similar expressions. Forward-looking statements are based on current expectations and
assumptions that are subject to risks and uncertainties which may cause actual results to differ materially from the forward-looking
statements. These statements are subject to a number of risks, uncertainties and developments beyond our control or foresight including
changes in the trends of the advanced aerostats and tethered drone industry formation of competitors, changes in governmental regulation
or taxation, changes in our personnel and other such factors. We undertake no obligation to update or revise publicly any forward-looking
statements, whether as a result of new information, future events, or otherwise. Readers should carefully review the risk factors and
related notes included under Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2014 filed with the Securities
and Exchange Commission on March 31, 2015.
The following MD&A is intended to help readers understand the results of our operation and financial condition, and is
provided as a supplement to, and should be read in conjunction with, our Interim Unaudited Financial Statements and the accompanying
Notes to Interim Unaudited Financial Statements under Part 1, Item 1 of this Quarterly Report on Form 10-Q.
Growth and percentage comparisons made herein generally refer to the three months ended September 30, 2015 compared
with the three months ended September 30, 2014 unless otherwise noted. Unless otherwise indicated or unless the context otherwise
requires, all references in this document to “we,” “us,” “our,” the “Company” and similar expressions to Drone Aviation Holding Corp.
and depending on the context, its subsidiaries.
Business Overview
Drone Aviation Holding Corp. (“Drone Aviation,” “we,” “us,” or the “Company”) is a Nevada corporation formed on April 17,
2014 as a wholly owned subsidiary of MacroSolve, Inc., an Oklahoma corporation (“MacroSolve”). Effective April 30, 2014, MacroSolve
merged with and into Drone Aviation Holding Corp., a Nevada corporation (“Drone Aviation”), with Drone Aviation as the surviving
entity, for purposes of moving the Company’s state of incorporation from Oklahoma to Nevada (the “Redomestication”). Any references to
“Drone Aviation,” “we,” “us,” or the “Company” or any similar references relating to periods before the Redomestication shall be
construed as references to MacroSolve, being the previous parent company of Drone Aviation.
We are focused on the business of the design, development, marketing and sale of lighter-than air (“LTA”) advanced aersostats
and land-based intelligence, surveillance and reconnaissance (“ISR”) solutions and tethered drones. The Company, through its wholly
owned subsidiary, Lighter Than Air Systems Corp. (“LTAS”), which was acquired on June 3, 2014 upon consummation of a Share
Exchange with Drone Aviation Corp., a wholly-owned subsidiary which was merged into Drone Aviation on March 26, 2015. The
Company is focused on the development of tethered aerostats known as the Winch Aerostat Small Platform (“WASP”), the development of
electric tethered aerial platforms (“ETAP”) branded as “WATT”, and the development of mobile intelligence, surveillance and
reconnaissance (“MISR”) solutions which combine a militarized all-terrain vehicle with a WATT tethered drone to create a rapidly
deployable, highly tactical package.
The WASP is a mobile, tactical-sized aerostat capable of carrying a variety of payloads in support of military operations,
extending the stand-off range for detection and communications, which can be setup to operating in 30 minutes by lightly-trained 2-3 person
crews. The WATT delivers highly effective coverage from low altitudes, providing excellent surveillance capability over a wide area. All
models feature nearly unlimited flight time, ten minute setup time and are capable of single person operation. Applications for WATT
range from aerial mapping, photography and visual inspection to news gathering, pipeline inspection, crowd management, law
enforcement, disaster response, full ISR and border patrol. The MISR has military, governmental and civilian uses for applications ranging
from border patrol and shoreline/beach monitoring to large agricultural operations.
Recent Transactions
On September 4, 2015, our Board approved and adopted, subject to shareholder approval, the Company’s 2015 Equity Incentive
Plan (the “2015 Plan”). The 2015 Plan authorizes the issuance of up to an aggregate maximum of 250,000 shares of the common stock on a
post-reverse split basis, subject to adjustment as described in the 2015 Plan. The 2015 Plan shall be administered by the Board or one or
more committees appointed by the Board or another committee (“Administrator”). The Administrator, in its discretion, selects the
individuals to whom awards may be granted, the time or times at which such awards are granted, and the terms of such awards. The 2015
Plan authorizes the Company to grant stock options, stock appreciation rights, restricted shares, restricted share unit, cash awards, other
awards, and performance-based awards. Awards may be granted to the Company’s officers, employees, directors and consultants. Unless
earlier terminated by the Board, the 2015 Plan will terminate ten years from the date of adoption. The 2015 Plan was approved by the
holder of a majority of the outstanding shares of the Company’s voting capital (including shares of common stock underlying outstanding
shares of the Company’s Series A, B, B-1, D, E, F and G Preferred Stock, on an “as converted” basis, subject to beneficial ownership
blockers) on October 1, 2015.
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On October 2, 2015, the Board (i) accepted Felicia Hess’ resignation as the Company’s Chief Executive Officer, President and
Director and appointed her as Chief Operating Officer of the Company and (ii) accepted Daniyel Erdberg’s resignation as the Company’s
Chief Operating Officer and appointed him as the President of the Company.
In connection with the resignation and re-appointment of the above Officers, the Company entered into (i) an amendment (“Felicia
Hess Amendment”) to the employment agreement between the Company and Felicia Hess dated May 18, 2015 (“Felicia Hess
Agreement”), pursuant to which Felicia Hess shall serve as the Chief Operating Officer of the Company and (ii) an amendment (“Daniyel
Erdberg Amendment”) to the employment agreement between the Company and Daniyel Erdberg dated May 18, 2015 (“Daniyel Erdberg
Agreement”), pursuant to which Daniyel Erdberg shall serve as the President of the Company. The terms and conditions of all other
sections of the Felicia Hess Agreement and Daniyel Erdberg Agreement remain unchanged and in full force and effect.
On October 2, 2015, the Board appointed Kevin Hess, who has been serving as the Director of Engineering of the Company, as
the Chief Executive Officer and a Director to fill the vacancy created by the resignation of Felicia Hess. Kevin Hess is married to Felicia
Hess, the Company’s Chief Operating Officer.
In connection with his appointment, the Company entered into an amended and restated employment agreement with Kevin Hess
(“Kevin Hess Agreement”) pursuant to which he shall serve as the Chief Executive Officer of the Company for an annual base salary of
$200,000 and an annual cash bonus of 100% of his then current base salary if the Company meets certain criteria adopted by the
Compensation Committee of the Board and such equity awards as determined by the Compensation Committee of the Board.
On October 1, 2015, by written consent in lieu of a meeting, the holders of a majority of the Company’s voting capital (including
shares of common stock underlying outstanding shares of the Company’s Series A, B, B-1, D, E, F and G Preferred Stock, on an “as
converted” basis, subject to beneficial ownership blockers) approved an amendment to the Company’s Articles of Incorporation to
effectuate a reverse split of the Company’s issued and outstanding common stock at a ratio of not less than 1 for 15 and not more than 1 for
50, at any time prior to September 13, 2016, with the exact ratio to be determined by the Board at its sole discretion. The Board determined
that the ratio should be one for forty and implemented the reverse split (“Reverse Split”) at the close of trading on October 29, 2015 and in
effect for trading on a split-adjusted basis on October 30, 2015. No fractional shares of common stock will be issued as a result of the
Reverse Split. Stockholders who otherwise would be entitled to a fractional share shall receive the next highest number of whole shares.
Throughout this Quarterly Report, each instance which refers to a number of shares of our common stock, refers to the number of shares of
common stock after giving effect to the Reverse Split, unless otherwise indicated.
Results of Operations
Quarter Ended September 30, 2015 compared to Quarter Ended September 30, 2014
Net Revenues: Net revenues of $109,000 for the quarter ended September 30, 2015 decreased $220,000 or 67% from $328,000 for
the same period in 2014. Sources of revenue were derived primarily from small aerostat products and accessories while the Company
focused resources on continued development of the WATT product line. A total of $129,575 was recorded as deferred revenue at
September 30, 2015 related to a customer project which was delivered in October 2015.
Cost of Goods Sold and Gross Profit: Cost of goods sold of $67,000 for the quarter ended September 30, 2015 decreased $165,000
or 71% from $232,000 for the same period in 2014. Costs include material, parts and labor associated with the sale of small aerostats
products and accessories. The resulting gross profit for the quarter ended September 30, 2015 of $42,000 was a decrease from the $96,000
gross profit for the same quarter of 2014. Gross profit margins were 38% and 29% for the quarters ended September 30, 2015 and 2014,
respectively.
Operating Expenses: Operating expenses primarily consist of general and administrative expenses. General and administrative
expenses increased $576,000 or 55%, to $1,623,000 in the quarter ended September 30, 2015 from $1,047,000 for the same period in 2014.
The 2014 merger and acquisition activities brought a new management team, board of directors and strategic advisors to the Company for
the purpose of increasing business opportunities and shareholder value. Approximately $910,000 of the increase is attributable to non-cash
stock compensation expense. Research and development costs increased $161,000 while salaries and benefits decreased ($33,000),
accounting and legal fees decreased ($34,000), investor relations and financial advisory costs decreased ($257,000) and costs associated
with the Board of Directors and Strategic Advisory Board decreased ($165,000).
Loss from Operations: Loss from operations for the quarter ended September 30, 2015 increased $631,000 or 66%, to $1,581,000
from loss from operations of $950,000 in 2014, primarily due to factors discussed above.
Other Income and Expense: Total other expenses of $138 decreased $80,000 in the third quarter of 2015 from $81,000 in
2014. This decrease is primarily due to a loss on derivative liability recorded in 2014.
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Net Loss: Net loss increased $550,000 or 53% to $1,582,000 for the third quarter of 2015 from net loss of $1,032,000 in 2014. This
increased loss is due to factors discussed above.
Nine Months Ended September 30, 2015 compared to Nine Months Ended September 30, 2014 (all references are to the Nine
Months Ended September 30)
Net Revenues: Net revenues of $191,000 for the nine months ended September 30, 2015 decreased $491,000 or 72% from
$682,000 for the same period in 2014. Sources of revenue in 2015 were derived primarily from small aerostat products. Sources of revenue
in 2014 included several large aerostat systems and several high-cost sensor payload systems.
Cost of Goods Sold and Gross Profit: Cost of goods sold of $101,000 for the nine months ended September 30, 2015 decreased
$374,000 or 79% from $475,000 for the same period in 2014. Costs include material, parts and labor associated with the sale of small
aerostats products and accessories. The resulting gross profit for the quarter ended September 30, 2015 of $90,000 was a decrease from the
$207,000 gross profit for the same period of 2014. Gross profit margins were 47% and 30% for the nine months ended September 30,
2015 and 2014, respectively.
Operating Expenses: Operating expenses primarily consist of general and administrative expenses. General and administrative
expenses increased $4,258,000 or 345%, to $5,492,000 in the nine months ended September 30, 2015 from $1,234,000 for the same period
in 2014. The merger and acquisition activities brought a new management team, board of directors and strategic advisors to the Company
for the purpose of increasing business opportunities and shareholder value. Approximately $3,174,000 of the increase is attributable to noncash stock compensation expense. Research and development costs increased $505,000 while salaries and benefits increased $335,000,
accounting and legal fees increased $105,000, travel in support of business development increased $48,000 and rent increased $46,000.
Loss from Operations: Loss from operations for the nine months ended September 30, 2015 increased $4,375,000 or 426%, to
$5,402,000 from loss from operations of $1,027,000 in 2014, primarily due to factors discussed above.
Other Income and Expense: Total other expenses of $404 decreased $396,000 in the nine months ended September 30, 2015 from
$396,000 for the same period in 2014. This decrease is primarily due to a loss on derivative liability recorded in 2014.
Net Loss: Net loss increased $3,979,000 or 280% to $5,402,000 for the nine months ended September 30, 2015 from net loss of
$1,423,000 for the same period in 2014. This increased loss is due to factors discussed above.
Liquidity and Capital Resources
As of September 30, 2015, the Company had total current assets of $539,000 and total current liabilities of $401,000 for working
capital of $138,000. As of September 30, 2015, the Company had cash and cash equivalents of $235,000 and an accumulated deficit of
$7,566,000.
We have historically financed our operations through operating revenues and sales of equity securities to accredited investors. While
we currently believe we have sufficient capital and access to capital to continue our operations for the next 12 months, we may incur
significant expenses in implementing our growth plan. We could deplete our cash and working capital more rapidly than expected, which
could result in our need to curtail our operations.
Sources and Uses of Cash
Nine Months Ended
September 30,
2015
2014
$ (1,830,237) $
(722,000)
(289,912)
1,476,602
985,725
1,143,077
$ (1,134,424)
1,897,489

Cash flows (used in) operating activities
Cash flows (used in) provided by investing activities
Cash flows provided by financing activities
Net (decrease) increase in cash and cash equivalents
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Operating Activities:
Net cash used in operating activities during the nine months ended September 30, 2015 was approximately $1,830,000, which was a
decrease in operating cash flow of approximately $1,108,000 from $722,000 net cash used in operating activities during the same nine
months of 2014. The net loss of approximately ($5,402,000) for the first nine months of 2015 was $3,979,000 greater than the same period
of 2014, which was approximately ($1,423,000). In addition to the increased net loss, the Company recognized approximately $3,129,000
more non-cash stock based compensation in the first nine months of 2015 than the previous year, offset by a $351,000 loss on derivative
liability recognized in 2014.
Investing Activities:
Net cash used in investing activities during the nine months ended September 30, 2015 was $290,000 which was related to $90,000
for purchase of furniture and equipment and $200,000 cash paid to Adaptive Flight Inc for an asset acquisition. In the nine months ended
September 30, 2014, approximately $1,477,000 cash was provided by investing activities, primarily due to the reverse merger that occurred
in June 2014.
Financing Activities:
Net cash provided by financing activities was $1,000,000 for the nine months ended September 30, 2015 primarily related to the
issuance of Series G preferred stock. Net cash provided by financing activities was $1,143,000 for the nine months ended September 30,
2014 primarily due to the issuance of Series F preferred stock for $823,000 and common stock issued for $653,000 offset by ($350,000)
redemption of Series B-1 preferred stock.
Off-Balance Sheet Arrangements
We do not have any off balance sheet arrangements that are reasonably likely to have a current or future effect on our financial
condition, revenues, and results of operations, liquidity or capital expenditures.
Critical Accounting Policies and Estimates
The Company’s accounting policies are more fully described in Note 1 of the Financial Statements included in the Annual Report
on Form 10-k for the year ended December 31, 2014 filed with the Securities and Exchange Commission on March 31, 2015. As disclosed
in Note 1, the preparation of financial statements in conformity with generally accepted accounting principles requires management to
make estimates and assumptions about future events that affect the amounts reported in the financial statements and accompanying notes.
Actual results could differ significantly from those estimates. The Company believes that the following discussion addresses the
Company’s most critical accounting policies, which are those that are most important to the portrayal of the Company’s financial condition
and results of operations and require management’s most difficult, subjective and complex judgments.
Accounts Receivable and Credit Policies :
Trade accounts receivable consist of amounts due from the sale of tethered aerostats, accessories, spare parts and delivery and
installation of aerostats. Accounts receivable are uncollateralized customer obligations due under normal trade terms requiring payment
within 30 days of receipt of the invoice. The Company provides an allowance for doubtful accounts equal to the estimated uncollectible
amounts based on historical collection experience and a review of the current status of trade accounts receivable.
Derivative Financial Instruments :
The Company evaluates its financial instruments to determine if such instruments are derivatives or contain features that qualify as
embedded derivatives. For derivative financial instruments that are accounted for as liabilities, the derivative instrument is initially
recorded at its fair value and is then re-valued at each reporting date, with changes in the fair value reported in the statements of operations.
For stock-based derivative financial instruments, the Company uses a Black-Scholes option pricing model, in accordance with ASC 815-15
“Derivative and Hedging” to value the derivative instruments at inception and on subsequent valuation dates. The classification of
derivative instruments, including whether such instruments should be recorded as liabilities or as equity, is evaluated at the end of each
reporting period. Derivative instrument liabilities are classified in the balance sheet as current or non-current based on whether or not netcash settlement of the derivative instrument could be required within 12 months of the balance sheet date.
Revenue Recognition and Unearned Income:
Revenues from the sale of products and services are recognized upon delivery.
Recently Issued Accounting Pronouncements
Management does not believe that any recently issued, but not effective, accounting standards, if currently adopted, would have a
material effect on the Company's financial statements.
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ITEM 4 - CONTROLS AND PROCEDURES
a) Evaluation of disclosure controls and procedures.
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of
our disclosure controls and procedures pursuant to Rule 13a-15 under the Securities Exchange Act of 1934 as of the end of the period
covered by this Quarterly Report on Form 10-Q. In designing and evaluating the disclosure controls and procedures, management
recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of
achieving the desired control objectives. In addition, the design of disclosure controls and procedures must reflect the fact that there are
resource constraints and that management is required to apply its judgment in evaluating the benefits of possible controls and procedures
relative to their costs.
Based on our evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of September 30, 2015, our
disclosure controls and procedures are designed at a reasonable assurance level and are effective to provide reasonable assurance that
information we are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and
reported within the time periods specified in SEC rules and forms, and that such information is accumulated and communicated to our
management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding
required disclosure.
(b) Changes in internal control over financial reporting.
There were no changes in our internal control over financial reporting that occurred during the quarter ended September 30, 2015
that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION
Item 1. Legal Proceedings
From time to time, we may become involved in various lawsuits and legal proceedings which arise in the ordinary course of
business. Except as discussed below, we are not currently aware of any such legal proceedings or claims that we believe will have,
individually or in the aggregate, a material adverse effect on our business, financial condition or operating results.
Case No. 612-CV-46-MHS-KNM
As a result of the USPTO Office Action, on March 31, 2014, the Company dismissed its patent enforcement case against Newegg
Inc. with prejudice. On April 6, 2015, the court denied the motion by Newegg for recovery of defendant legal fees of approximately
$400,000 from the Company in the matter of MacroSolve, Inc. v Newegg Inc. (U.S.D.C. E.D. TX) case No. 6:12-CV-46-MHS-KNM. On
April 24, 2015, Newegg filed a Notice of Appeal with the United States Court of Appeals for the Federal Circuit. On August 19, 2015, the
Company filed a Brief of Appellee MacroSolve, Inc. with the United States Court of Appeals for the Federal Circuit and on September 8,
2015, Newegg filed a Reply Brief. A date for oral arguments has not yet been established. Should the Company not prevail in that matter,
the judgment would be borne by the former MacroSolve directors who sold their loans on April 17, 2014.
Other than as set forth above, there are no material claims, actions, suits, proceedings, inquiries, labor disputes or investigations
pending.
Item 1A. Risk Factors
There have been no changes to the risk factors set forth in our Annual Report on Form 10-K for the fiscal year ended December 31,
2014.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Common Stock
The Company issued a total of 840,501 shares of common stock during the three months ended September 30, 2015, on a postReverse Split basis, as described below:
The Company issued 25,500 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an
aggregate of 10,200 shares of Series A preferred stock.
The Company issued 1 share of common stock between July 1 and September 30, 2015 pursuant to conversions of an aggregate of
20 shares of Series B preferred stock.
The Company issued 25,000 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an
aggregate of 10,000 shares of Series C preferred stock.
The Company issued 140,000 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an
aggregate of 5,600,000 shares of Series D preferred stock.
The Company issued 50,000 shares of common stock between July 1 and September 30, 2015 pursuant to conversions of an
aggregate of 2,000,000 shares of Series E preferred stock.
On June 1, 2015, the Company issued 50,000 shares of restricted common stock with monthly vesting provisions to the Chairman of
the Board for twenty-four months services pursuant to a Director Agreement. The Chairman can earn a pro rata portion of the shares,
calculated on a twenty-four month vesting period, in the event the Chairman relinquishes his position and board seat prior to the expiration
date of the Director Agreement. The Company recognized a total of $90,000 expense for the pro rata portion of shares earned by the
Chairman by September 30, 2015.
On August 27, 2014, the Company issued 50,000 shares of restricted common stock with monthly vesting provisions to two
members of its Strategic Advisory Board for twelve months services. The advisors can earn a pro rata portion of the shares, calculated
based on the twelve-month vesting period, in the event the service agreements are terminated prior to the expiration date as described in the
agreements. The Company recognized a total of $213,333 expense for the pro rata portion of shares earned by the two advisors during the
nine months ended September 30, 2015 and has recognized a total of $340,000 since August 27, 2014.The shares became fully vested on
August 27, 2015.
On July 20, 2015, the Company issued 150,000 shares of restricted common stock valued at $1,260,000 to acquire assets from
Adaptive Flight, Inc. as described above.
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On September 4, 2015, the Company issued 450,000 shares of restricted common stock to four management employees and one
director pursuant to stock award agreements. The shares will vest upon consummation of a $10,000,000 equity or debt financing provided
that the holder remains engaged by the Company through the vesting date. Stock based compensation of $1,007,400 was recognized in the
third quarter of 2015 based on management’s estimate that the shares will be fully vested by November 2015.
Options
On June 1, 2015, the Company granted certain employees options to purchase an aggregate of 250,000 shares of common stock with
an exercise price of $6.00 per share on a post-reverse split basis, and vest as follows: 50% on the earlier of (i) the one year anniversary of
the date of grant or (ii) the listing of the Company’s common stock on a national exchange and 50% on the earlier of (i) the two year
anniversary of the date of grant or the listing of the Company’s common stock on a national exchange. In addition, A director received two
options on June 1, 2015. The first was for 75,000 shares on a post-reverse split basis vesting over two years and was granted with an
exercise price of $10.00 and an expiration date of June 1, 2018. The second was for 125,000 shares on a post-reverse split basis with
vesting tied to performance and was granted with an exercise price of $10.00 and an expiration date is June 1, 2018. These 450,000 options
were returned to the Company for cancellation on September 4, 2015.
The securities referenced above were offered and sold solely to “accredited investors” in reliance on the exemption from registration
afford by Rule 506 of Regulation D and/or Section 4(a)(2) of the Securities Act as a transaction by an issuer not involving a public offering.
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Item 6. Exhibits
31.01

Certification of Chief Executive Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

31.02

Certification of Chief Financial Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002.

32

Certifications of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

101 INS

XBRL Instance Document

101 SCH XBRL Taxonomy Extension Schema Document
101 CAL XBRL Taxonomy Calculation Linkbase Document
101 LAB XBRL Taxonomy Labels Linkbase Document
101 PRE

XBRL Taxonomy Presentation Linkbase Document

101 DEF XBRL Taxonomy Extension Definition Linkbase Document
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.
DRONE AVIATION HOLDING CORP.
Date: November 16, 2015

By:

/s/ KEVIN HESS
Kevin Hess
Chief Executive Officer (Principal Executive Officer)

Date: November 16, 2015

By:

/s/ KENDALL CARPENTER
Kendall Carpenter
Chief Financial Officer (Principal Financial Officer and
Principal Accounting Officer)
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EXHIBIT 31.01
CERTIFICATION
I, Kevin Hess, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Drone Aviation Holding Corp.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonable likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant
internal controls over financial reporting.

role in the registrant’s

Date: November 16, 2015
/s/ KEVIN HESS
Kevin Hess
(Chief Executive Officer (Principal Executive Officer)

EXHIBIT 31.02
CERTIFICATION
I, Kendall Carpenter, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Drone Aviation Holding Corp.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:

5.

(a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

(d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent
functions):
(a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonable likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and

(b)

Any fraud, whether or not material, that involves management or other employees who have a significant
registrant’s internal controls over financial reporting.

role in the

Date: November 16, 2015
/s/ KENDALL CARPENTER
Kendall Carpenter
Chief Financial Officer (Principal Financial Officer and
Principal Accounting Officer)

Exhibit 32.01
CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Kevin Hess, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that the Quarterly Report of Drone Aviation Holding Corp. on Form 10-Q for the fiscal quarter ended September 30, 2015 fully complies
with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in this Quarterly
Report on Form 10-Q fairly presents in all material respects the financial condition and results of operations of Drone Aviation Holding
Corp.

Date: November 16, 2015

By:
/s/ KEVIN HESS
Name: Kevin Hess
Title: Chief Executive Officer (Principal Executive Officer)

I, Kendall Carpenter, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, that the Quarterly Report of Drone Aviation Holding Corp. on Form 10-Q for the fiscal quarter ended September30, 2015 fully
complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that information contained in this
Quarterly Report on Form 10-Q fairly presents in all material respects the financial condition and results of operations of Drone Aviation
Holding Corp.

Date: November 16, 2015

By:
/s/ KENDALL CARPENTER
Name: Kendall Carpenter
Title: Chief Financial Officer (Principal Financial Officer and Principal
Accounting Officer)

