


































































































































































APPENDIX 3.1(x)(xxi) 

See attached.  
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FORBEARANCE AGREEMENT 

THIS FORBEARANCE AGREEMENT (this “Agreement”) is made as of ________________, 2018. 

AMONG: 

DRAGANFLY INNOVATIONS INC. 
(“Draganfly”) 

- and -

ZENON S. DRAGAN JR. FAMILY TRUST, by its TRUSTEE(S) (the “Trust”) 

- and -

DRAGANFLY HOLDINGS INC. (“Holdings”) 

- and -

CHRISTINE DRAGAN (“Christine”) 

- and -

ZENON DRAGAN (“Zenon,” and sometimes together with the Trust, 
Holdings and Christine, the “Vendors”) 

RECITALS: 

A. Pursuant to a Share Purchase Agreement dated July 17, 2015 (the “Share Purchase Agreement”),
the Trust, Holdings, Christine and Zenon (collectively, the “Vendors”) sold their shares in Draganfly
Innovations Inc. (such corporation referred to as “Draganfly” before amalgamation with Trace Live
Network Inc. (“Trace”) and as the “Debtor” after such amalgamation);

B. Under Section 2.1(b) and Section 2.2(b) of the Share Purchase Agreement, the Debtor was required
to pay and was indebted to the Trust (without any claim of set off or counterclaim) in the amount of
$600,000.00, plus 5% interest thereon calculated and compounded monthly from July 17, 2015
(collectively, the “Secured Consideration”).  Payment of the Secured Consideration was due on or
before December 1, 2015;

C. Concurrent with the closing of the transaction contemplated in the Share Purchase Agreement, the
Trust, Holdings, Trace and/or Draganfly and/or Draganfly Developments Inc. entered into certain
Security Agreements to secure payment of the Secured Consideration (the “Security Agreements”),
and for greater certainty and clarity:

(i) all intellectual property, both present and future, of Trace was mortgaged, pledged and
otherwise secured; and

(ii) all intellectual property, both present and future, of Draganfly was mortgaged, pledged and
otherwise secured, and Draganfly assigned the then present intellectual property (with such
assignment being recorded in the Canadian Intellectual Property Office and/or the United
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States Patent and Trademark Office) as security all of its patents and, pending patent 
applications to Zenon Dragan in his capacity as Trustee of the Trust)(the “Assignments”), 

(collectively, the Security Agreements and the Assignments are referred to as the “Security”, and 
sometimes together with the Share Purchase Agreement and the other documents entered into 
between and among the parties in connection with the Share Purchase Agreement are referred to as 
the “Transaction Documents”); 

D. Assignments from Zenon Dragan back to Draganfly (collectively, the “Original Assignments 
Back”), of all of the patents and patent applications that were assigned by Draganfly to Zenon as 
security in the Assignments (other than US 9,280,184 and CA 2,815,885, which were sold by 
Draganfly in 2017), are held in escrow pursuant to an Escrow Agreement among Trace, the Trust, 
the Debtor and Stevenson Hood Thornton Beaubier LLP (the “Escrow Agent”) made effective as of 
July 17, 2015 (the “Escrow Agreement”); 

E. The Secured Consideration was not paid on or before December 1, 2015.  The Vendors, Draganfly 
and Trace entered into an agreement made as of January 27, 2016 whereby the Vendors agreed to 
extend the date for payment of the balance of the Secured Consideration and other indebtedness and 
to forbear from enforcement of the Security in order to allow the Debtor additional time to repay the 
indebtedness on or before May 31, 2016; 

F. Also concurrent with the closing of the Share Purchase Agreement, Draganfly and Holdings entered 
into a Lease Agreement made as of July 17, 2015, pursuant to which Holdings leased to Draganfly 
the lands and buildings located at 2108 St. George Avenue, in Saskatoon, Saskatchewan; 

G. Draganfly and Trace amalgamated as of January 1, 2017 to form the Debtor;  

H. Pursuant to a Partial Debt Repayment Agreement made effective as of the 26th day of October, 2017, 
the Debtor repaid a portion of the Secured Consideration.  Of the Secured Consideration the principal 
amount of $278,569.70 has not been paid and interest in the amount of $83,065.42 has accrued as of 
October 31, 2018 but not been paid (the “Outstanding Balance”);   

I. As of October 31, 2018, Draganfly owed Holdings rent in the amount of $8,751.76 plus interest at 
5% per annum, calculated and compounded monthly in the amount of $6,742.48 (collectively, the 
“Past Due Rent”).  Draganfly does not have any claim for set-off or counterclaim against Holdings 
with respect to the Lease, and interest continues to accrue on the Past Due Rent; 

J. The Debtor and Drone Acquisition Corp. (“DAC”) have entered into negotiations with respect to the 
amalgamation of the Debtor and DAC, following which the successor company will be listed on the 
Canadian Securities Exchange (the “Transaction”); 

K. On the closing of the Transaction, the successor corporation formed on the amalgamation of the 
Debtor and DAC (the “Amalco”) will pay to the Vendors the Outstanding Balance and the Past Due 
Rent (including any increases to Past Due Rent in the event that rent is not paid under the Lease from 
the date hereof to the Outside Date), together with any accrued interest thereon (collectively, the 
Outstanding Balance, Past Due Rent and accrued interest thereon, is the “Indebtedness”); and 

L. The Debtor and DAC have requested that the Vendors forbear from enforcement of the Security until 
the earlier of (i) the date the Indebtedness is paid in full to the Vendors, and (ii) March 31, 2019 (the 
earlier of such dates being the “Outside Date”), all on the terms and conditions set forth in this 
Agreement; and 
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M. Upon receipt of payment in full of the Indebtedness on or before the Outside Date, the Vendors will 
forthwith release and forever discharge the Security, and deliver to Amalco the Original Assignments 
Back, together with assignments from Zenon Dragan to the Debtor of any patents and patent 
applications listed in Schedule “A” that are not included in the Original Assignments Back, in the 
form set forth in Schedule “B”. 

 NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby 
acknowledged, the parties agree as follows: 

1.1 Incorporation of Recitals. 

The Recitals set forth above are hereby incorporated into this Agreement by this reference and are an integral 
part hereof.  Draganfly confirms the accuracy of the facts and matters set out in paragraphs A through I of 
the Recitals above. 
 
1.2 Acknowledgment Respecting Security 

The parties hereto wish to mutually confirm that the security interest granted by the Security did not grant an 
equitable interest in any of the collateral to any of the Vendors, or to Zenon Dragan in his capacity as the 
Collateral Agent (as that term is defined in the Share Purchase Agreement), and that title to certain patents 
and patent applications was transferred into the name of Zenon Dragan to perfect the security interest in such 
patents and patent applications.  As set forth in Section 5.5 of the Share Purchase Agreement, the Collateral 
Agent had no responsibility with respect to the collateral (other than to pass on notices received by him to 
Draganfly, to not encumber, sell or dispose of the collateral or to not grant any interest, right or license in the 
collateral for as long as he held the same as Collateral Agent).  All liabilities and other responsibilities and 
the equitable interest in the collateral remained in the name of Draganfly. 

1.3 Agreement of the Parties. 

The parties hereby agree as follows: 
 

(a) Draganfly acknowledges and agrees that the Transaction Documents are valid and enforceable in 
accordance with their terms, and that Draganfly is not released from any covenants, obligations, 
representations or warranties under the Transaction Documents.  Save and except as specifically set 
forth herein, the terms of the Transaction Documents are not amended or merged in any manner as a 
result of the execution of this Agreement and shall remain in full force and effect following the 
execution of this Agreement for the benefit of the Vendors, as applicable, as and until the 
Indebtedness is paid in full to the Vendors.  Following completion of the Transactions, if the 
Indebtedness is not paid in full, the Transaction Documents shall become valid and enforceable 
against Amalco in accordance with their terms. 

 
(b) Each of the Vendors covenants and agrees that it will not take steps to enforce the Security (i) until 

after the Outside Date or (ii) in the event the Indebtedness is paid in full on or before the Outside 
Date, and will not make demand for the immediate payment of the Indebtedness on or before the 
Outside Date. 

 
(c) The parties agree to amend the date for payment of the Secured Consideration under the Share 

Purchase Agreement to March 31, 2019. 
 

(d) Draganfly (and if applicable, Amalco) shall pay interest on the aggregate amount of the Indebtedness, 
calculated at the rate of 5% per annum (compounded monthly), both before and after demand, default 
and judgment, until the Indebtedness is paid to the Vendors in full. 
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(e) If the Original Assignments Back, which are held by the Escrow Agent pursuant to the Escrow 
Agreement, omit (i) US Patent No. 10,059,442 (application no. 15/164,718, publication no. 
US2017/0008625) and CA Patent No. 2,935,793 (to the extent that such patent is registered in the 
name of Zenon Dragan as assignee), or (ii) any other patent or patent application listed in Schedule 
“A”, then Zenon shall execute a further assignment back to Draganfly of any such omitted patent(s) 
or patent application(s) in the form set forth in Schedule “B” and deliver the same to the Escrow 
Agent forthwith to be held pursuant to the Escrow Agreement. 
 

(f) Draganfly agrees that in an Event of Default (as hereinafter defined), Draganfly (and if applicable, 
Amalco) will consent to summary judgment in an amount equal to the Indebtedness and that 
summary judgment is warranted and appropriate in an Event of Default. 
 

(g) Draganfly (and if applicable, Amalco) shall: 
 
(i) continue its business operations in a prudent and business-like manner; and 

 
(ii) immediately advise the Vendors of any breach or non-performance under this Agreement or 

any of the Transaction Documents. 
 
(h) Draganfly waives (and if applicable, Amalco shall waive) any defence (whether by counterclaim or 

defence or by reason of any cause, matter, error, omission, neglect or thing caused or done, and 
whether direct or indirect), which it may have to any action brought by the Vendors or any one of 
them to collect the Indebtedness or to enforce or realize upon any of the Transaction Documents. 

 
(i) It shall be an “Event of Default” if: 

 
(i) Draganfly (or if applicable, Amalco) fails to pay the Indebtedness in accordance with the 

terms of this Agreement; 
 

(ii) Draganfly (or, if applicable, Amalco) fails to strictly perform any covenant of such party 
contained herein; 

 
(iii) except as provided by this Agreement, Draganfly (or if applicable, Amalco) defaults under 

any of the Security; 
 

(iv) Draganfly (or if applicable, Amalco) or any encumbrancer or creditor of Draganfly (or if 
applicable, Amalco) threatens to or initiates any bankruptcy, receivership, arrangement, 
compromise or similar proceedings, or takes possession of, or commences proceedings or 
steps to realize upon, any property or asset of Draganfly (or if applicable, Amalco), 
including distress, execution, foreclosure, forfeiture or any similar process levied or 
enforced the property of Draganfly (or if applicable, Amalco);  
 

(v) any encumbrancer or creditor files a petition against either of Draganfly (or if applicable, 
Amalco); or 

 
(vii) the Vendors, in their sole and absolute judgment, acting reasonably, consider that there has 

been a material adverse change in the financial condition of Draganfly (or if applicable, 
Amalco). 

 
(j) The Vendors represent that they have not, and will not, execute any agreement or assignment in 

conflict with this Agreement on or prior to the Outside Date (save and except in an Event of 
Default). 
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1.4 Modifications and Waivers 
 
The Vendors may, at their sole option and in their sole discretion, waive any default hereunder.  Such waiver 
shall not constitute a waiver of any subsequent event which would constitute an Event of Default. 
 
1.5 Termination 

Draganfly agrees that upon the happening of an Event of Default under this Agreement, the Vendors shall 
have the immediate right to terminate the remainder of the forbearance period herein, and the entire of the 
Indebtedness then outstanding will become immediately due and payable without notice.  The Vendors will 
thereupon be entitled to take whatever action the Vendors (or any one of them) deems necessary under the 
Security without further notice. 

1.6 Enurement 

This Agreement enures to the benefit of and is binding upon the parties and their respective executors, heirs, 
administrators, successors (including any successor by reason of amalgamation of any party) and permitted 
assigns. 

1.7  Amendment 

No amendment, supplement, modification or waiver or termination of this Agreement and, unless otherwise 
specified, no consent or approval by any party, is binding unless executed in writing by all of the parties 
hereto. 

1.8 Execution and Delivery 

This Agreement may be executed by the parties in counterparts and may be executed and delivered by 
facsimile or e-mail, and all such counterparts and facsimiles and electronic copies together constitute one and 
the same agreement. 

1.9 Governing Law 

This Agreement shall be governed by the laws of the Province of Saskatchewan and the laws of Canada 
applicable therein.  The Courts of the Province of Saskatchewan shall have exclusive jurisdiction with respect 
to any disputes arising hereunder or pursuant hereto. 

1.10 Prevailing Agreement 

If there is any inconsistency between this Agreement and any other agreement with the Vendors concerning 
the Indebtedness, the provisions of this Agreement shall prevail. 

1.11 Further Assurances 

Draganfly hereby covenants and agrees it will, upon the request of the Vendors, do, execute, acknowledge and 
deliver or cause to be done, executed, acknowledged and delivered all such further acts, deeds, assignments, 
transfers, conveyances and assurances as may be required for the better carrying out and performance of all the 
terms of this Agreement. 
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1.12 Invalid in Part 
 
If any one or more of the provisions of this Agreement, or any application of a provision of this Agreement, is 
void, invalid or unenforceable, the validity, legality and enforceability of any other provision or provisions shall 
not in any way be affected or impaired. 
 
1.13 Assignment 
 
Draganfly shall not assign this Agreement or any of the provisions hereof without the express, written consent 
of the Vendors, which consent may be unreasonably withheld. 
 
1.14 Time 
 
Time shall be of the essence hereof. 
 
1.15 Remedies not Exclusive 

The parties agree that all the rights and remedies of the Vendors (or any of them) hereunder, and under the 
Transaction Documents are cumulative and are in addition to, without prejudice to, and shall not be deemed 
to exclude, any other right or remedy allowed to the Vendors (or any of them) hereunder or any other such 
agreement or document, except as specifically set out herein. 
 
1.16 Instruction to the Escrow Agent 

The parties hereby instruct, and this Agreement shall be written direction to, Stevenson Hood Thornton 
Beaubier LLP to continue to hold the Original Assignments Back, together with the assignments 
contemplated in Section 1.3(e) hereto, (collectively, “the Assignments Back”) pursuant to the terms and 
conditions of the Escrow Agreement until the earlier of (i) the termination of this Agreement in accordance 
with the terms hereof, (ii) the payment by Draganfly or Amalco of the Indebtedness in full or (iii) March 31, 
2019.  The parties agree that in the Event of Default or other termination of this Agreement (save and except 
where the parties agree in writing otherwise or where the Indebtedness is paid in full to the Vendors), the 
Assignments Back shall be released to the Vendors in accordance with the Escrow Agreement.  Upon 
payment in full of the Indebtedness to the Vendors on or before the Outside Date, the Assignments Back 
shall be released to the Debtor.   

[SIGNATURES ON THE FOLLOWING PAGE.]  
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IN WITNESS OF WHICH the Parties have executed this Agreement as of the date first written above. 

“Draganfly” 

DRAGANFLY INNOVATIONS INC. 

 

 

Per:  _______________________________ 
         
 

 

 

 

 

 

“Vendors” 

DRAGANFLY HOLDINGS INC. 

 

Per:  _______________________________ 
        Zenon Dragan, President  
 

ZENON S. DRAGAN JR. FAMILY TRUST 

 

Per:  _______________________________ 
        Zenon Dragan, Trustee 

 

 
 

SIGNED, SEALED & DELIVERED 
In the presence of: 

   

Witness   ZENON DRAGAN 

 
SIGNED, SEALED & DELIVERED 
In the presence of: 

   

Witness   CHRISTINE DRAGAN 
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Schedule “A” – Patents 

WHEREAS, Zenon DRAGAN, of 102 Columbia Drive, Saskatoon, Saskatchewan, Canada, S7K 
1E9 (“ASSIGNOR”), is the registered owner of the following patents, patent applications and 
industrial design registration, other than Canadian patent application no. 2,935,793 of which he is 
the unregistered owner by virtue of an assignment recorded in the United States Patent and 
Trademark Office at reel/frame 046358/0759 on July 16, 2018: 

Country 

Patent / Patent 
Application / 
Design No. Filing Date 

Current Registered 
Owner(s)/ 

Applicant(s) Title 

US 8,052,081 July 16, 2009 ZENON DRAGAN DUAL ROTOR 
HELICOPTER WITH 
TILTED ROTATIONAL 
AXES 

US 8,292,215 Oct 3, 2011 ZENON DRAGAN HELICOPTER WITH 
FOLDING ROTOR ARMS 

US 8,753,155 Jan 11, 2013 ZENON DRAGAN WHEEL WITH FOLDING 
SEGMENTS 

US 8,991,740 March 18, 2013 ZENON DRAGAN VEHICLE WITH AERIAL 
AND GROUND MOBILITY 

US 9,598,171 March 9, 2015 ZENON DRAGAN VEHICLE WITH AERIAL 
AND GROUND MOBILITY 

US 10,059,442 May 25, 2016 ZENON DRAGAN VERTICAL TAKEOFF AND 
LANDING UNMANNED 
AIRCRAFT SYSTEM 

CA 2,787,279 August 29, 2012 ZENON DRAGAN VEHICLE WITH AERIAL 
AND GROUND MOBILITY 

CA 2,787,075 August 22, 2012 ZENON DRAGAN WHEEL WITH FOLDING 
SEGMENTS 

CA 2,876,630 January 2, 2015 ZENON DRAGAN UNMANNED ROTARY 
WING AIRCRAFT WITH 
COMPACT FOLDING 
ROTOR ARMS 

CA 2,935,793 July 11, 2016 ZENON DRAGAN 
and ORVILLE OLM 

VERTICAL TAKEOFF AND 
LANDING UNMANNED 
AIRCRAFT SYSTEM 

CA 117,209 (Design) August 29, 2006 ZENON DRAGAN UNMANNED AERIAL 
VEHICLE 
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SCHEDULE “B” 
 
 
 
 

ASSIGNMENT 
OF PATENT RIGHTS 

 
 
 
 
 
 
 

FROM: 
 

ZENON DRAGAN 
 
 
 
 

TO: 
 

DRAGANFLY INNOVATIONS INC. 
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CANADA & UNITED STATES 

 

 

ASSIGNMENT 

 

THIS AGREEMENT, between, 
 

 

 

Draganfly Innovations Inc.,            whose  full  post  office  address  is  2108  Saint  George Avenue, 
Saskatoon, Saskatchewan, S7M 0K7 (hereinafter the “Assignee”), 

-and- 
 

Zenon Dragan,  whose full post office address is 2108 Saint George Avenue, 
Saskatoon, Saskatchewan, S7M 0K7 (hereinafter the “Assignor”), 

 

 
 

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of which a r e  hereby 
acknowledged, the Assignor hereby sells, assigns and transfers to the Assignee, his entire right, title 
and interest for the patent applications, patents and industrial design registrations listed in Appendix “A” 
(hereinafter the "Patent rights") together with his right, title and interest in and to any and all divisional 
applications, continuations-in-part applications and continuation applications thereof, and any and all 
Letters Patent which may issue or be re-issued therefrom, including, without limitation, all applications 
which may hereafter be filed for inventions in Canada, the United States or any other foreign jurisdiction 
claiming priority to any of the patent applications, patents and industrial design registrations listed in 
Appendix "A", and including without limitation the exclusive right to sue for past infringement of the 
Patent rights and to receive all remedies that arise therefrom; 
 
AND the Assignor hereby agrees to execute, upon request, any and all further papers which may be 
necessary or desirable to enable the said Assignee, its successors and assigns, to file and prosecute any and 
all of the patent applications comprised in the Patent rights to obtain Letters Patent; 
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AND the Assignor further agrees to execute any and all further papers which may be necessary or desirable 

to vest or perfect the title of said Assignee, its successors and assigns, in and to the Patent rights. 
 
 
 
 
 

SIGNED at __________________________ , this _____ day of _____________ , _______. 
 
 

 
 

              
Witness       Zenon Dragan 
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Appendix “A” 
 

Country 

Patent / Patent 
Application / Design 

No. Filing Date 

Current Registered 
Owner(s)/ 

Applicant(s) Title 

US 10,059,442 May 25, 2016 ZENON DRAGAN VERTICAL TAKEOFF AND 
LANDING UNMANNED 
AIRCRAFT SYSTEM 

CA 2,935,793 July 11, 2016 ZENON 
DRAGAN/ORVILLE 
OLM 

VERTICAL TAKEOFF AND 
LANDING UNMANNED 
AIRCRAFT SYSTEM 

 




















































































































