DRAGANFLY INVESTMENTS LIMITED
NOTICE

ANNUAL GENERAL MEETING
19 August 2008 at 11.30am BST

Notice is hereby given that the annual general meeting of the Company will be held at Pentera
Chambers, Century Buildings, St Helier, Jersey JE4 8PS, Channel Islands on 19™ August 2009 at
11.30am BST for the purpose of considering and, if thought fit, adopting the following resolutions
relating to the ordinary business and the special business of the Company at the annual general
meeting or any adjournment thereof:

ORDINARY RESOLUTIONS

1. THAT the following directors, who retire in accordance with Article 96 of the Articles of
Association of the Company and who, being eligible, offer themselves for re-election, be re-
elected as directors of the Company:

(3) Dennis Edmonds

2. THAT the Company's audited accounts for the period from 1% May 2008 to 30" April 2009 be
adopted.

3. THAT no dividend be paid, the directors not having made any recommendation to do so.

4, THAT the appointment of Baker Tilly UK Audit LLP as auditor of the Company to hold office

until the conclusion of the next annual gen¢§al meeting be approved.

By Order of the Board of Directors:

LIBURNA SECRETARIES LIMITED

, N 1’/—\\/
as secretary of

DRAGANFLY INVESTMENTS LIMITED
Laren
Date: g Lty 2009

Notes:

1. A member of the Company entitied to attend and vote at the meeting convened by the notice set out above is entitled to
appoint a proxy to attend and, on a poll, to vote in his/her place. A proxy may demand, or join in demanding, a poll. A
proxy need not be a member of the Company.

2. Aninstrument for the purposes of appointing a proxy is enclosed. To be valid, the instrument and the power of attomey or
other authority (if any} under which it is signed, or a notarially certified copy of such power or authority, must be received at
PO Box 79, Pentera Chambers, Century Buildings, St Helier, Jersey JE4 8PS, Channel Islands or at such other place as is
specified for that purpose in the notice of meeting issued by the Company not later than 24 hours before the time
appointed for holding the meeting or adjourned meeting at which the person named in the instrument proposes to vote or,
in the case of a poll, before the time appointed for taking the poll and, in default, the instrument shall not be treated as
valid.

3.  Completion of the instrument appointing a proxy does not preclude a member from subsequently attending and voting at

the meeting in person if he/she so wishes.

In the case of joint holders, the vote of the senior who tenders a vote, whether in person or by proxy, will be accepted to

the exclusion of the votes of the other joint holders and, for this purpose, senfority will be determined by the order in which

the names stand in the register of members in respect of the joint holding.

5. Pursuant to Article 40 of the Companies {(Uncertificated Securities) {Jersey) Order 1999, the Company specifies that only
those members entered on the register of members of the Company as at 11.30am on 17 August 2009 or, if the meeting is
adjourned, 48 hours before the time fixed for the adjourned meeting shall be entited to attend and vote at the meeting in
respect of the number of shares registered in their name at that ime. Changes to entries on the register of members after
11.30am on 17 August 2009 or, if the meeting is adjourned, on the register of members 48 hours before the time fixed for
the adjoumed meeting shall be disregarded in determining the rights of any person to attend or vote at the meeting.

:l;



DRAGANFLY INVESTMENTS LIMITED
FORM OF PROXY

ANNUAL GENERAL MEETING

19 August 2009 at 11.30am BST

[/ We: (full name) ...........ooviviiiie e OFf (BUUIESSY. v ceieeiiieiiiin e
being a member of Draganfly Investments Limited, do hereby appoint:
(FUI DEITIBY ...ttt e h T s

or failing him: (FUll FIAIMIEY ... e e

or failing him the Chairman of the Meeting as my / our proxy to attend the annual general meeting of
Draganfly Investments Limited to be held at Pentera Chambers, Century Buildings, St Helier, Jersey
JE4 8PS. Channel Islands on 19 August 2008 at 11.30am BST or any adjournment thereof.

The proxy is to vote as follows:

Ordinary Resoclutions For* Against*

1. THAT the following directors, who retire in accordance with
Article 96 of the Arlicles of Association of the Company and
who, being eligible, offer themselves for re-election, be re-
elected as directors of the Company:

{a) Dennis Edmonds [:] |:|

2. THAT the Company's audited accounts for the period from 1% D D
May 2008 io 30" April 2009 be adopted.

3. THAT no dividend be paid, the directors not having made any D D
recommendation to do so.

4, THAT the appointment of Baker Tilly UK Audit LLP as auditor D D

of the Company to hold office until the conclusion of the next
annual general meeting be approved.

* please complete either "For" or "Against” for each resolution by marking “X” in each
respective box. If no indication is given your proxy will have discretion to vote or to abstain
{(including on any other matter which may properly come before the meeting as he/she thinks fit).
¥ by an individual:

Signed: e e

Dated @ e e 2009



if for and on behalf of a corporation:

Signed BY:

forand on behalf Ofr oot e et

POSHION. ettt e ir et
7= 7= o M PP PP 2009

NOTES:

1

A member of the Company entitied to attend and vote at the meeting convened by the notice set out above is entitled o
appoint a proxy to attend and, on a poll, to vote in his/her piace. A proxy may demand, or join in demanding, a poli. A
proxy need not be a member of the Company.

An instrument for the purposes of appointing a proxy is enclosed. To be valfid, the instrument and the power of attorney or
other authority {if any) under which it is signed, or a notarially certified copy of suich power of authority, must be received at
PO Box 79, Pentera Chambers, Century Buildings, St Helier, Jersey JE4 8PS, Channel Islands or at such other place as is
specified for that purpose in the nofice of meeting issued by the Company not fater than 24 hours before the fime
appointed for holding the meeting or adjourned meeting at which the person named in the instrument proposes to vote or,
it the case of a poll, befare the time appeinted for taking the poll and, in default, the instrument shall not be treated as
valid.

Comptetion of the instrument appointing a proxy does not preciude a member from subsequently attending and voting at
the meeting in person if he/she so wishes.

In the case of joint holders, the vote of the senior who tenders a vote, whether in person or by proxy, will be accepted to
the exclusion of the votes of the other joint holders and, for this purpose, seniority will be determined by the order in which
the names stand in the register of members in respect of the joint holding.

Pursuant o Article 40 of the Companies (Uncertificated Securities} (Jersey) Order 1998, the Company specifies that only
those members entered on the register of members of the Company as at 11.30am on 17 August 2009 or, if the meeting is
adioumed, 48 hours before the time fixed for the adjourned meeting shalt be entitted to attend and vote at the meeting in
respect of the number of shares registered in their name at that time. Changes to entries on the register of members after
11.30am on 17 August 2009 or, if the meeting is adjourned, on the register of members 48 hours before the time fixed for
the adjourned meeting shall be disregarded in determining the rights of any person to attend or vote at the meeting.
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Draganfly Investments Limited

Chairman’s Statement
Year Ending 30 April 2@89
assets have fallen from 2.45 pence per shafe on 30th April 2008 to
0£36% compared with the wider AIM market’s decline of
the year are given in the directors’ report. -

During the 12 months under :evie‘w net
1.57 pence per share on 30th April 2009, a decline
51% during the same period. Details of the resulis for

This performance primarily reflects the general wegkness of global stock rmarkets and, in particular, that of
the AIM market during the period.

An additional factor was the Board’s decision, in April 2009, to review the holding values of two privaie
investments, Continental Petroleum Limited, and Finance Ireland. The holding vahie in Continental
Petrolenm Limited was rednced to the original entry price, reflecting the weakness in Russian markets and the
protracted process for extending the company’s exploration license. The company is due to update
shareholders in the coming weeks. The holding in Finance Treland was written off, resulting from 4 lack of
access to capital in the wholesale money markets. This is very disappointing since the management team of
Finance Treland has an outstanding reputation and track record in Frish financial services and the Irish
mortgage market in particular. However, since the year end, the comparly has communicated to shareholders
that vahie remains within the business and we look forward to further news in due covrse. The net impact of
these events is a reduced portfolio holding value of £265,420.76. '

Elsewhere amongst the private holdings, Microsaic Systems and Atlantic Healtheare continue to develop their
businesses, and we look forward to significant progress from these companies during ‘the coming year.
Moreover, Sino Gas and Fnergy is in the process of preparing for a float on the Australian ASX market, and

is making great strides in the development of its Chinése gas portfolio. Our research suggests that the

comparty has resources significantly in excess of the valuation implied by the curfent holding price and we
look forward to updating shareholders once further infoimation is revealed. The impending flotation of Sine
Gas and Energy is expected to make a significant positive impact on the overall liquidity position within our
company’s portfolio. ' '

During the period under review we have sold our holdings in Braemore Resources and GB Group, and traded
Rheochem, Medicsight, and Iofina where we rétain shareholdings. Sinice the year énd we have added Sirius
Exploration, a potash exploration and development company, to the portfolio, participating in the recent 2p
placing round. : ' : ' - - : : :

Overall, the general picture remains similar to the previous twelve mionths. The portfolio continues 0
outperform a difficult smaller company marketplace, but remains exposed to the harsh realities of the warld
cconomy and internationa! stock markets. We remain confideit that our shareholdings carry material value
and re-rating potential, and hold true to the stiategy of investing in companies with significant unrealised
value, and cash/profit generating ability. ' ' : ,

In our previous commumication we teferred to unprecedented levels of fund rederiptions, and dislocation
amongst the shareholder base of many of our investee compenies, and the impact this has had on the portfolio
. performance. Whilst this pressure may have-eased, the opportunity remains to seek out investments in
companiés which contimie to suffer from distressed sefling and a lack of access to capital for growth and
restructuring. This position is enhanced by the acute lack of competition for deals in the cuirrent environment.




Dragantly Investments Limited

Given the extent of this opportunity and the current scale of the Company’s asset base, your Board is secking

opportunities t6 attract further funds and enlarge the business,
May I take this opportuniﬁ! to thank shareholders for their continued support.
Mark Horrocks

Chairman



Draganfly Investmerts Limited

Directors’ Report
For the year ended 3¢ April 2009

The directors present their report and the financial statements for the year ended 30 April 2009.

Principal activity
The principal activity of the cornpany was as an investment trading and hoidmg comipasy.

Review of the business : ' '
The original investment brief is to fim 2 small and focused porifolio of investinents. The balance sheet total

has fallen from £2,799,440 (2.45p per share} on 30 April 2008, to £1,788,404 (1.57p per share) on 30 April
2009. For year ended 30 April 2009 the company made a loss of £1,011,036 (2008 - ~ loss of £212,189), which
includes 2 realised net loss on sale of investments of £423 865 (2008 - gain of £1: 83,212) and an unrealised
loss on the oompanys investments of £325,539 (2008 — loss of £127,257). :

. The key performame indicator used to monitor the progress of the busines_s is assets per share.

At 30 April 2009, the company held nine investments, down from thirteen at 30 April 2008. Of these nine
holdings, five were pre-IPC investmients. . .

The company has a credit facility to allow it to deliver continued improved teturns to the shareholders. At 30
April 2009 the credit facility was not being utilised. The board is always alert to fresh investment
opportumities but does not anticipate materially increasing the number of holdings at this stage. The board
believes the current environment for small companies and pre-IPO investments remains very Sncouraging.

Dividends :
The directors are unable to recomnend payment of a dividend.

Risk managentent

Risks are considered across the following broad categones

Strategic Risks arising from the analysis, desigm and implementation of the company's busiiess
: " model, and key decisions on investment levels and capital allocation.

Investment Risks in respect of specific asset investment decisions, the subsequent pmformance of

- an investment or exposure concentrations across business sectors.
Treasury and funding Risks arising from (i) uncertainty in market pnces and rates,
: ' (ii) an inability to raise adequate fumds to meet mvestment needs or meet obhgatmns
-as they fall due, or . oo oo _
SR . (ili) inappropriate capital structure. '
Operational Risks arising from mmadequate or faﬂed processes, people and systems or from
external factars aﬁ"ectmg these : .

Risk management is managed and momtored by the board Given then' fi;mdamental mgmﬁcance ic the
company, investment and treasury and fending risks are managed by specific processes which are d&scribed
below



Draganfly Investments Limited

Investment risk
The company invests across a range of economic sectors. The portfolio is suhject o penodic reviews to

ensure there is 1o undue expasure to any one sector. The valuation of the company's unquoted portfolic and
opportunities for realisation depend t¢ some extent on stock market condmons and the buoyancy of the wider

mergers and acquisitions market.

'E‘reasm'y and fanding risk
The company's funding objective is that the ﬁmcimg of investment assets are pmnarﬂy met fmm shareholders

funds.

Credit Risk '
The company's financial assets are unsecured investments, in which the board conmders the maximum credit

tisk to be the carrying value of the asset. The portfolio is diversified and credit risk is managed on an asset
specific basis. : .

Liquidity risk
At 30 April 2008 the company bad an overdrawn posﬂ:lon of. £184 048. During the financial period the

company realised some of its investments but also responded to investment opportunities and as a result has
cash at bank of £15,895 at. 30 April 2009. The board continues to monitor the position closely.

Price visk
The valuation of unguoted investments depends upont a combmatmn of market factors and the performance of
the underlying asset. The company currently does not hedge the market risk inherent in the. portfoho but

manages asset performance Tisk on an asset specific basis.

Enterestratensk
The company invests in shares and other securities. The assets are ﬁmded with 2 mixture of mainly

- shareholders’ funds and a bank overdraft, The board secks to minimise mler%t rate exposure by :mmmlsmg '
credit fundmg . N

Currency exclumge risk

The company holds investments in dlﬂ’erent coniitries and currencies. There is therefore an mherent nsk that
exchange rate fluctuations will adversely affect the portfolic value. The board does ngt bedge this. nsk
speclﬁcaliy as it believes that there is no exposme to any partlcu.!ar currency. .

Payments of creditors
The company aims to pay ali supphers within the payment ferms negouated Wlth each mdmdual suppher At
30 Apnl 20{}8 and 2009 there were no trade credito:s pa; ‘c-le : .



Draganfly Investments Limited

Directors and their interests
The directors who served during the year and their interests in the company are a3 stated below:

: _ Class of share 36/04/09 31}!04.’@8
T E G Bayman 7 o Ordinary shares S - 7 -
R LPitcher Ordinary shares - -
J P Hamilton _  Ordinary shares - -
D Edmonds ' Ordinary shares - -
M Horrocks Ordinary shares 5,666,667 5,660,667

Directors’ responsibilities
The directors are responsible for preparing the directors’ report and financial statements in accordance with

applicable Iaw and reguiations.

Company law tequires the directors to prepare financial statements for cach financial year, Under that law
- the ditectors have elected to prepare the financial stateinents in accotdance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under compeny
law directors must not approve the financial statements unless they are satisfied that they give a frue and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.
In preparing these the directors are reguired to:
- select suitable accounting policies and apply them consistenily;

- make judgements and estimates that are reasonable and prudent;

- prepare the financial statements on the gozng concern basis unless it is mappropnate to presume that the
oompany Wlﬂ continue I busmess , _ , : :

The dlrectcrs are respousible for keapmg proper accounting records which disclose with reasonable accuracy
at any time the financial position of the company and to eénable them to epsure that the financial statements
comply with the Companies (Jersey) Law 1991, They are also responsible for safeguarding the assets of the
company and hence for takmg reasonable steps for the prevention and detection of f?aud and other
arregulanties .

The directors are res;mnsﬂaie for the mamtenance and megrlty of the cotporate and financial mfonnatlon
included on the company's website.

Legislation in Jersey governing the prenamtlon and dmsemmatlon of financial statements may differ from _

legislation i in other jurisdictions.

Statement as to dlscfosure of infermation to Auditor

The directors who were in office on the date of approval of these financial statemerits have confirmed, as far
as they are aware, that there is no relevant aidit information of which the anditor is unawdre. Each of the
directors have confirmied that they have taken all the steps that they ought to have taken as directors in order

to make themselves aware of any relevant audxt mfcrmatlon and to establish that it has been communicated to

the aud1tor

This report was approved by the Boardon el 'and'sigxiedonit_sbehal_fb
=i _ S 2g UL 008 . i




Draganfly Investments Limited

Independent auditor’s report to the mernbers of Draganfiy Investmments Lmnted

We have audited the financial statements on pages 9 to 19. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice).

This report is made solely to the cormpany’s members, as a body, m accordance with Article 10 of the
Coinpanies (Jetsey) Law 1991. Our audit work has been undertaken so that we miglit state to the company” s
members those matters we are required to state to them in an auditor’s rcport and for no other purpose. To -
the fullest extent penmtted by law, we do not accept or assume responsibility to anyone other than the
compaity and the company’s members as a body, for our audit work, for this report, or for the oplmons we
have formed. .

Respective responsibilmes of dn-ectors and anditors

As more fully explained in the Directors’ Responsibilities Statement set out on page 7, the dﬂectors are
responsible for the preparation of the financial statements and for being satisfied that they give 4 trie and fair
view. Our responsibility is to audit the fmancial statements in accordance with applicable law and
International Standards on Auditing (UR. and Ireland). Those standards rcqmrc us to comply With the
Auditing Practices Board’s {APB’S) Fthicai Standards for Auditors. ' .

Scope of the audit
A description of the scope of an audit of financial statements is prowded on the APR’s website at

www.frc.org.uk/apb/scope/UKNP.

Opinion on the finsacial staterments
In our opinion the financial statements:
e give a true and fair view of the state ofthe companys affairs as at 30 Aprﬁ 2009 and of its loss for the
year then ended;
e have been properly prepared in acwrdance with United ngdom Generaﬁy Accepted Accounhng
Practice; and
s have been prepared in accordance with the requirements of the Compa.m&s (Jersay) Law 1991.

Matters om which we are reqmred to report by excepticn .
We have nothing to report in respect of the follomng matters whnre the Compames (Jersey) Law 1991
requires us to report o you if, in out opinion: -
¢ adequate accounﬂng records have not been kept or: retmns adequate for our audit have not been received
from branches not visited by us; or
the financial statements are not in agreement with the accotmﬁng records and retarns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit

e
John Warner (Senior Statutory As.xdxtor)
For and on behalf of BAKER TILLY UK AUDIT LLP Statutory Audltor
Chartered Accom.tants
12 Gleneagles Court
Brighton Road.
Crawley - - -
West Sussex
R¥10 6AD
29 July 2009




Draganfly Investments Limited

Profit and loss account
for the year ended 30 April 2609

" Confinuing Operations -
: Year End 30/4/09 Year End 36/4/08
Notes £ : £

(Losses)/ gains on investments 9 (749,404) ' 55,955
Tncome 2 7482 - 6,971

o  (741,922) ' 62,926
Administrative expenses | (258,449) (258,042
Opemting loss 3 (1,000,371 _ (195,116)
Interest payable and s1m1lar o | :
charges 4 . (10,665) o (1.073)
Loss on ordinary activities (1,011,036) C (212,189)
There are no recogmsed gains or losses other than those mcluded in the profit and loss accourt.
Loss per share (pence}
Basic | i ‘ ' (0.89) 0.19)
Ditated 7 . (089 _ 0.19)




Fized assefs
Investmenis

Curreﬁt assets
‘Debiors
Cash at bank and in hand

Creditors: anzounts
falling due withim one
year

Creditors

Bank overdraft

Net current assets/
(iabitities)

Total assots less current
liahikities
Net assets

Capital amd reserves
Called up share capital
- Share premium account
Profit and loss account
Equity sharcholders’
fomds '

The financial statements were approved and authorised

and signed on its behalf by

Notes

- 16

10

12
13
13
14

Director ~

TEG Bayman

Draganfly Investments Limited

Balance sheet
as at 3¢ April 2009
30/04/09 30/64/08
£ £ £ £
1,777,800 3,997,880
9,369 5,022
15,895 -
25,264 5,022
(13,860) {19,423)
— (184,048)
(13,360) (203,471)
11,404 - (198,449)
1,788,404 2,799,440
1788404 2,799,440
1,1422370 1,142,270
1,980,303 1,980,303
(1,334,169) (323,133)
1,788,404

10

2,799,440

_for issue by the Board on 2 8 jUE_ 2009



Draganfly Investments Limited

Cash flow stateinent

for the year ended 30 April 2009

Reconciliation of operating loss to met
cash outflow from operating activities
Operating loss ' '
Realised loss /{gain) on sale of investments
Unrealised oss on revaluation of investments
* (Increase) in debtors -

{Decrease) in general creditors

Net cask outflow from operating activities

Cash flow statement

Net cash outflow from operating activities
Servicing of finance 16
Interest received

Capital expenditure and financial investment 16
Increase / (Decrease) in cash in the year

Reconciliation of net cash flow to movement in net fands/(debt)

Motes Year ended 30/04/63 Vear ended 30/04/08
g g
{1,000,371) (196,462)
423 865 (183,212)
325,539 127,257
(4,347 - (865)
(5,563) (908D
(260,877 (262,369)
(260,877 (262,369)
(10,665) (15,473)
- 1,346
471,485 (224,334
199,943 (500,830)
Increase / (Decrease) in cash in the year 17 199,943 {500,830)
Net (debt) / funds at 1 May 2008 17 (184,048) 316,782
15,895 {184,048y

Net fands /(debt) at 3¢ April 2069 17

11
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Draganfly Investments Limited

Motes to the Hpancial siatements
for the year ended 30 April 2009

Accounting policles

Accounting cc'mvention' _ _ . E
The financial statements are prepared under the historical cost convention modified to include the

revaluation of fixed assef investments, and in accordance with applicable accounting standards.

Going comcern basis of accouating ' ' R _ .
The coropany has incurred an overall loss for the year of £1,011,036 but the directors have oonsidered
whether the going concern basis of accouriting is appropriate and have conchuded that the company has
sufficient Hquid assets in the form of listéd investments to rheet its obligations as they fall due for a
period of at Ieast twelve months from the date of approval of these financial statements. The costs of
admministration of the company are stable at approximately £260,000 per annum, and the value of the
listed investments at the date of approval of these financial staternents is approximately £426,000. This
provides sufficient readily realisable resources for the company to continue in operation for about 20
months from balance sheet date, assuming there are no unforeseen costs or falls in value of the
investrments. Further, it is anticipated that over the next year to eighteen months some of the unquoted
stocks will come 6 market giving further Liquidity, and the directors are working on a strategy to
increase the asset base and the liquidity within it. ' C .

Investorents ) .
After initial recognition, investments, which are classified as held for trading, are measured at fair
value. Gains or losses on investments held for trading are recognised in the profit and loss account.

Foreiga currencies : ' o : o
The company’s -accounts are presented in sterling which is its fanctional currency. Transactions in

foreign currencies are initially recorded at the rate of exchange prevailing at the date of the transaction:
 Assets and lisbilities denominated in foreign currencies are retranstated at the balance sheet date with

any exchange differences charged or credited to the profit and loss account.

Taxation : ‘ B : ' C o

Following changes in legislation the company is treated as an Internationial Sérvice Entity (“ISE™). In -
order to be an ISE a company has to not form a linkina value chain belonging to the consumption of
goods and services by individuals belonging to Jersey and must be included in a private list of ISE’s
maintained by a Jersey Trust Company being regulated by the JFSC under the financial services law.
Pentera Trust Company Limited, administrators of the company, mairitains a list which includes the
This status is renewable on an annual basis upon payment of a fee to the Controller of Ingome Tax in
Jersey, and it is the company's infention to maimtain this status. - s S

Consequenily, no provision for taxation, either current or deferred has been made i these financial
staternents. ' . '

12



1.6.

Dragaufly Investments Limited

Notes to the financial staterments
for the year ended 30 April 2609

Financial imsiruments

Investments

The company manages its investments with a view to proﬁhng from the recelpt of dividends and
changes in fair value of investments. Therefore 2ll guoted investments and umquoted equity investments
are designated as at fair value through the profit or loss and carried in the balance sheet at fair value.
All inveshments are initially recognised at the fair value of the consideration given plus acquisition costs
associated with the investment and held at this value until it is appropriate to measure fair value on a

different b_as;ls.

Investments are fair vatued using quoted market prices, independent appraisals, discounted cash flow
analysis or other appropriate valuation models at the balance sheet date.

Quoted investments are stated at bid prices at the bakmnice sheet date.

Unlisted investrents are stated at ‘price of récent investment’, reﬂectmg the early stage nature of the
investment. The following considerations are used when calculating the ‘price of recent ‘nvestment' in
accordance with the International Private Equity and Venture Capital Valuation Guidelines, pubhshed
in October 2006, which have superseded the BVCA guidelines prewously used. No change in the
actual bases of valuation has been made. ‘

{) Where the investment being valued was ltselfmade recenﬂy, 1fs cost will generally provide a good
indication of fair value.

{#) Where theére has been a recent inivestment by third pames the pnce of that mvestment w111 prowde
a basm of the valuation.

(iif) Where a fair value cannot be est:mated mhably, the investment is repo-ted at cost or the carryifig
value at the previous reporiing date, unless there is- ewdence that the investinent has. since been
1mpa1red

Cash and cash equivalenis

Cash and cash equivalents are included in the balance sheet at cost. Cash end cash equivalents
comprise cash at bank and in hand and short term deposits with an original maturity of three months or

-less.

Interest-bearing loans and borrawfngs

All loans and bozrowmgs are recognised mmally at cost, whlch is thc fair v&lue of the conszdemtion , |
received. :

Short term debtors and creditors

Short térm debtors and credxtors are measured at cost and aré excluded from the ﬁnanczal instrument
dlsclosures
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Draganfly Investments Limited

Notes to the financial staterents
for the year ended 30 April 2009

2. Income ,
The income of the com

pany for the year has been derived from its principal activity and

There were no employees during the year apart from thé-directors. :

14

COMprises:
Yedr - Year
ended . enided
36/04/09 30/04/08
_ £ £
Dividends receivable 7482 5,623
Other interest receivable and similar income - 1,346
' 7.482 - 6,971
3.  Operatingloss
' Vear Year
ended ended
36/04/09 30/04/08
£ &
.Operating loss is stated after
charging: ' .
Anditor remuneration , , , 10,983 12,774
. Remuneration paid to auditor is solely in respect of audit services.
4.  Interest payable and similar charges - o
' - Year Year
ended -~ cnded
30/04/09 - 30/04/08
. : £ £
Included in this category is the
following: _
Interest payable on bank overdrafis _ - 10,665 17,073
5. Employees -



Draganfly Investments Limited

Notes to the financial statements
for the year ended 30 April 2009

6. Directors’ remuneration

Year ended Year ended
30/04/09 30/04/068
£ £
The company paid consultancy fees as follows: 7
M Herrocks 12,500 12,500
D Edmonds - 25,000 - 25,000
| 37500 37,500

7. Earnings per share

The basic earnings per ordinary share is calculated by dividing profit for the year less non-equity
dividends and other appropriations in respect of non-equity shares by the weighted average number of
equity shares outstanding during the year. o

The diluted earnings per ordinary share is calenlated by dividing profit for the year less non-equity
dividends and other appropriations in respect of non-equity shares by the weighted avérage mimber of
equity shares outstanding during the year (after adjusting both figures forthe  effect  of diltive
potential ordinary shares). ' ' , :

The calculdtion of basic earnings per ordinary share is based upon the following data:

Earnings P : ' 2009 2008
Barnings for the purposes of basic earnings per share and . IR
diluted earnings per share _ _ {1,011,036) - (212,189)
Number of shares o ' e 2008

| s £
Basic weighted average number of shares Lo 114227,000 114,227,000
Weighted average number of shar&s | o -
for the purposes of diluted earnings per share 114,227,000 114,227,000

There-have been no transactions involving ordinary shares or pofénﬁal ordinary shares since the
reporting date and before the approval of these financial statements. '

15



Draganfly Investments Limited

Nutes to the fimanciz] statemnemts

for the year ended 36 April 2009

8. Fixed aséet investments
The carrying value of investments is stated as
follows: '

Fair value of investments at 1 May 2008
Transfers

Costs of investment purchases in the period
Sale proceeds of investments sold in the period

Realised losses on sale of mvestmenfs included in the
profit and loss account

Unrealised change in fair value of investments held at
30 April 2009 included in the profit and loss account

Fair value of portfolio of investments at 30 April
2009 '
Mﬂlpath lelted (notc 15)

Fair value of total investments at 30 April 2009

g, BDebtors

- Prépayments and accrued income

10.  Creditors: amonnts falling due
within one year

Bank overdraft
Accmals and deferred i moome

Total

Quoted - Unqguoted
P g £
1,404,266 1,593,623 2,997,889
79,973 (19.973) .
571815 7 571,822
(1,043,327) - e43,327)
1,012,727 1,513,657 __ 2,526,384
(423,865) L (a23869)
(231,175) (94,364) (325,539)
@504 (94368 (749,404
357,687 1419293 1,776,980
- 20 20
357,687 1,419313 1,777,000
30/0409  30/04/08
£ £
9360 5022
. 30/04/09 30/04/08
£ g
. 184,048
13,860 19423
13,860 203471

Durmg the year then-e was a bank overdraft facility ava:lahie, the conditions bmng that the sterhng eqmvalent
value of the portfolio, excluding any securities deemed to be unsuitable as collateral by the bank, must exceed
the total current drawing under the facility by a margin of not less than 300%. The fucility was not being '
utilised as at 30 April 2009 and the facility oeased ot 30 June 2009.

16
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Draganfly fnvestments Limited

Notes to the financiat statements
for the year ended 30 April 2809

Financial risk management objectives and policies
The company's risk management objective is that the funding of investment assets is primarily met
from shareholders' fonds. : :

Interest Rate Risk

The company invests in shares and-btﬁer securi_tiés. The assets are funded witﬁ a mixtore of mam!y .
sharehalders' funds and a bank overdreft. The board seeks to minimise interest rate eXposure

by minimising the credit funding,

Credit Risk

The comgany's financial assets afe umsecured investments, in which the board comsiders the
snaximum credit risk to be the carrying value of the asset. The portfolio is diversified and credit

risk is managed on an asset specific basis by the board.
Cash is held with at least AA rated institutions.

Liguidity Risk

As at 30 April 2008 the company had an overdrawn bank position of £184,048. During the financial '

~ period the company mindful if the lquidity risk and the state of the marke! has been managing this

down. As at 30 April 2009 the company had a facility with Standard Bank but had cash at bank of
£15,895. The Board continues to monitor the position closely. '

Currency exckange risk

The coﬁxpany holds investments in difforent countries and curfencies. There is therefore an
inherent risk that exchange rate fluctuations will adversely affect the portfolio value. The board
does not hedge this risk specifically as it believes that there is no exposure to any particular

17



Draganfly Investments Limited

Notes to the financial statements
for the year ended 30 April 2009

12.  Share capital

30/04/09 30/04/08
R £
Avthorised equity , o : .
1,000,000,000 Ordinary shares of £0.01 each 10,000,000 10,000,000
Allotted, called up and fully paid equity o | )
114,227,000 Otdinary shares of £0.01 each 1,142,270 1,142,270
Equity Shares . o
114,227,000 Ordinary shares of £0.01 each 1,142,270 1,142,270
3. Equity Reserves
Share Profit and Total
premium loss account '
account :
- £ R £
At 1 My 2008 . 1,980,303 (323,133) 1,657,170
Loss for the year .- (1,011,036) _(1,011,036)
At 30 April 2009 ' 1,980,303 (1,334,169) . 646,134
14.  Reconciliation of movements in equity shareholders' funds
30/04/09 - 30/04/08
, R A B
Loss for the year (1,011,036) - (212,189) -
Net reduction in shareholders' funds - (1,011,036) (212,189)
Opening shareholders’ fimds 2,799,440 3,011,629
1,788,404 2,799,440

Closing shareholders' funds

18




Draganfly Investments Limited

Notes to the financial statements
for the year ended 3¢ April 2009

15. Related party transactions

The company owns a 20% holding in Millpath Limited, a company incorporated in England, which pmvxdes
investment advice to Draganfly Investments Limited, for which it has beer: paid £120,000 (2008:£120,000).

The company has no influence over Millpath Limited and has waived any entitlement to dividend. Millpath

Limited is not therefore treated as an associated company.

Dugsing the year the company paid fees of £19,708 (2008-£5,823) to Pentera Trust Company Limited for
administration and bookkeeping services under an administration agreement dated 30 June 2008. Peniera
Trust Company Limited is a company of which T E G Bayman, R L Pitcher and J P Hamilton are directors
and majority shareholders. _ ' o :

i6. . Gross cash flows

_ _ 30/04/09 30/04/08
Servicing of finance £ £
Interest paid ' - : (10,665) (15.473)
Capital expenditure and finapncial investment
Payment for current asset investment . _ - (5T1,842)  {1,590,157)
Receipts from sales of investmerits , ' 1,043327 . 1,365,823

, - _ 471,485 . (224,334)
17.  Amnalysis of changes in net funds/(debt)
Opening Cash Closing
. balanee ‘flows balance
| £ £ £
Cash at bank and in hand . - . 15,895 15,895
Overdrafts/ cash _(184,048) 184,048 =
Net funds / (debt) |  (184,048) . 199,943 15,985
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