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Company Overview: Drone Volt SA (herein referred to as
“Drone Volt”, “DRV” or “the Company”) is a France-based
company, which specializes in production, integration and
sale of drones or UAV (Unmanned Aerial Vehicles) and
software for professionals. The Company was established in
2011 and is listed in AlterNext with the stock symbol of
“ALDRV”.
The Company started with a focus on business for
individuals, but has repositioned itself to offer solutions to
professionals. The Company provides customized drones
and several related services like pilot training, certification
from the regulator, etc., which enables it to provide turnkey
solutions to its clients. By offering these services, Drone
Volt presents itself as a one-stop shop that offers its
customers complete solutions. Drone Volt targets both the
consumer market as well as professional market, but has
shifted its focus from the former to the latter in order to tap
the high growth opportunities present therein. It is the
market leader in the European broadcasting and service
drone industry. It has expanded its presence globally and
currently covers 13 major countries in Europe and North
America. In 2015, the Company raised € 1.8 MM though
private placements and also established a funding line of €
5 MM. The Company clientele includes CERN, FRANCE
TELEVISIONS, the Police station of the Air Transport (GTA),
SPIE, TF1, FREEWAY PROD, etc., and industrial players like
Bouygues Energies & Services, Thales, Delta Drone, etc.
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Arrowhead is initiating coverage on Drone Volt SA with a
fair value bracket of € 2.26 (Low-Bracket estimate) and €
2.63 (High-Bracket estimate).

€ 0.87 - € 2.38i
39,202 ii
€ 16.73 MM

52-Week Range:
Average Daily Volume:
Market Cap. (03-June-16):

Company:

1

Key Highlights: (1) We expect the Company’s revenue
to increase from € 3.48 MM in 2015 to € 26.05 MM (low
bracket) and € 31.37 MM (high bracket) in 2020, at a
CAGR of 49.6% and 55.2% respectively; (2) Drone Volt’s
revenue doubled from € 1,735k in 2014 to € 3,480k in
2015; (3) We expect the Company to sell 3,716 (low
bracket) to 4,181 (high bracket) drones in a year by 2020;
(4) Drone Volt is focusing on the professional segment,
which is expected to grow 12x-14x from the 2015 level by
2020; (5) The Company has approximately 70-80% share
in French TV market; (6) Drone Volt has presence in 13
major territories across Europe and North America; (7)
The Company in 2015 has raised € 1.8 MM though private
placements and established a funding line of € 5 MM; (8)
It has developed several new drones such as drone spray,
drone paint, drone surveillance for multiple uses across
sectors; (9) It also offers various drone related services
like pilot training, certification from the regulator, etc.;
(10) It has partnered with leading drone suppliers, like
DJI, Yuneec, Freefly USA and others, to supply drones and
other parts; (11) It has entered a strategic alliance with
Squadrone System, the creator of Hexo+, which gives it
the exclusive rights to market and sell the Hexo+ product
in Europe; (12) The Company has split its shares in the
ratio of 1:10, with the aim to enhance liquidity; and (13)
The stock was shifted to AlterNext Paris to enhance the
Company’s visibility.
Risks: The key risks for Drone Volt are evolving regulation
in the industry, supplier risk, emerging competition and
cheap alternatives.
Valuation and Assumptions: On the basis of due
diligence and valuation estimates, Arrowhead believes that
Drone Volt’s fair share value lies in the € 2.26 - € 2.63
bracket using Discounted Cash Flow (DCF), which is our
primary valuation methodology.iii In addition, the peer
group average P/E multiple and our average EPS estimate
in 2020 implies fair value of € 2.32/sh, which is
approximately 96% above the current share price.
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1. Summary and Outlook
We initiate coverage on Drone Volt SA, headquartered in Villepinte, France. The Company specializes in designing and
marketing civil UAV’s for professional purposes. It offers turnkey business solutions to its customers, which also includes
several related services and pilot training. The Company is a leader in audio visual drone solutions and also provides
public administration and industry with the production of aerial photography. The Company’s clientele includes CERN,
FRANCE TELEVISIONS, the Air Press Release Transport Gendarmerie (GTA), SPIE, TF1, the TOUR DE FRANCE - PROD
FREEWAY, etc.
Key Highlights:
(1)
(2)

(3)
(4)
(5)

(6)

(7)

(8)

(9)

(10)
(11)
(12)
(13)

(14)
(15)

The Company is focusing on professional drone segment to drive growth and has registered 4.6x growth in
revenue in 2015 compared to the previous year.
The commercial drone industry is expected to grow exponentially over the next decade as per several market
research estimates. Teal group, a U.S. aerospace consulting firm, forecasts the commercial drone market to
touch USD 3.92 BN by 2025 from USD 0.7 BN in 2014.iv This signifies significant potential for future expansion
for Drone Volt and other companies.
The Company has approximately 70-80% share in French TV market, which uses drones for aerial shots,
images, videos, which otherwise would have been either impossible and costly with helicopters and cranes.
Drone Volt has presence in 13 major territories across Europe and North America and has hired experts from
the drone industry as key executives to identify further growth prospects in the regions.
The Company raised € 1.8 MM through private placements and also secured additional funding of € 5 MM in
2015. The new line of funding was through the issue of bonds, which could be converted into shares with
share subscription warrants. It allows maximum drawdown of € 5 MM, divided into 20 slices of € 250,000
each. We believe that the well-funded balance sheet augurs well considering the rapid expansion plans.
The Company fully customizes the drone parts and applications as per its customer requirements. This
distinguishes Drone Volt from the competition as these features are developed for specific activities and uses.
These value-added applications will also allow the Company to generate higher margins and cash inflows
going forward.
Drone Volt has launched its surveillance drone Z18 UF, which is a wired drone equipped with a powerful
camera. It has the capacity of 24-hour stationery flight for continuous surveillance of sites, rescue and search
operations, road safety, etc.
Another innovative product by the Company, Drone Spray was launched with the aim to prevent vector borne
disease. The drone could be used to carry larviciding products in order to kill mosquitoes and their larvae in
their breeding areas. The same operation, when done through helicopters, will be relatively costlier and will
also cause pollution. If this drone is successful, it could lead to reduction in human infections by mosquitoes
such as malaria, dengue fever, Japanese encephalitis, etc., in the long run.
The Company has developed several new drones such as drone spray, drone paint, drone surveillance for
multiple uses across sectors. These drones could be used for treatment and cleaning of surface, inspection of
work, paint, live surveillance, mapping etc.
The Company provides turnkey solutions for immediate use to its French customers, which includes regulatory
approval, registration, training program and license. Therefore, it leads to time and cost savings for the client.
The Company has tied up with leading drone suppliers, like DJI, Yuneec, Freefly and others, for the supply of
drones and other parts.
Drone Volt has been focusing on its R&D efforts and expects to design and develop majority of the drone parts
in house in the coming years, which would help in lowering the potential threat from price based competition.
The Company has also entered a strategic alliance with Squadrone System, the creator of Hexo+. Through
this agreement, Drone Volt has exclusive rights for Hexo+ products and its future development, which would
enable the Company to develop professional civilian applications. The agreement also states that Drone Volt
would provide marketing and sales efforts to Hexo+ in Europe, through its subsidiary in Scandinavia.
The Company split its shares in ratio of 1:10 to boost the stocks’ liquidity in January 2016.
Drone Volt was transferred to AlterNext Paris continuous listing to enhance its visibility and cater to new
categories of investors.

Key Risks: Key risks for Drone Volt are tougher regulations in the area of operation, suppliers’ risk, along with emerging
competition in the foreseeable future. In addition, cheap and identical alternatives of Drone Volt’s products from small
players could also impact the Company’s growth.
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Industry Overview: The UAV or Drone industry has seen rapid growth over the last decade owing to technological
advancements in this sector. New markets, such as civil and consumer drone segments, have emerged driven by new
technologies and keenness regarding the various usage of drones across sectors. There have been varied forecasts by
industry experts regarding the likely market growth. Teal Group, a U.S. aerospace consulting firm, estimates commercial
drone market to increase to USD 3.92 BN in the next decade, forming 28% of the total drone industry (USD 14 BN) in
the same period. Another U.S. market & research consulting firm, Grand View Research estimates that the commercial
drone industry will reach USD 2.07 BN by 2022, while other experts have different views on the same. However, all
these estimates highlight the view that the commercial/civil drone industry is expected to witness significant growth
over the next decade and will be a major contributor to the overall drone industry sales. In addition, use of commercial
drones is likely to increase in areas such as agriculture, media, cinematography and photography, inspection and
maintenance, surveillance, real estate, etc. It corroborates with our view that there is immense scope for Drone Volt to
capture market share with its unique and customized products.

2. Business Overview:
Drone Volt came into existence in 2011 as a private limited company, headquartered close to Paris CDG airport, France.
It got listed on Euronext marché libre Paris in April 2015, before being transferred to AlterNext Paris in December 2015.
The Company’s shares are traded under the symbol “ALDRV”. Drone Volt is a leading French company in civilian drones,
specializing in manufacturing, assembling and distribution of professional drones. It started with a focus on drone for
individuals, but repositioned itself soon to offer solutions to professionals. The Company also provides training services
for UAV at its own flight training centers; repair and maintenance services for drones; and accompanying administrative
approaches to the DGAC (Direction Générale de l'aviation Civile) to start businesses. In 2015, Drone Volt started
expanding globally and currently covers 13 major territories in Europe and North America: Belgium, Canada, Croatia,
Denmark, Finland, France, Italy, Luxembourg, the Netherlands, Slovenia, Sweden, Switzerland and the United States.
The Company’s clients include a large number of media industry leaders - France 2, France 3, Canal+, TF1, BFM TV,
Thalassa, EuropaCorp, La Cité du Cinema, iTV, etc.- administrators like Interior Ministry of France, Air Transport Police,
etc., and industrial players such as Bouygues Energies & Services, Thales, etc.
The Company has already established itself in the media market and is also focusing on law enforcement, agriculture,
surveillance, real estate, and construction markets. For this, Drone Volt has already launched special drone designs“Hornet Spray by Drone Volt” for agriculture sector- and partnered with Squadrone System for its Hexo+ product.
Hexo+ is an innovative and visionary autonomous drone launched in 2015, which DRV will use for the development of
professional civilian applications, particularly in the field of strategic security. The agreement is a multi-year deal giving
Drone Volt exclusive rights to market the product in Europe.
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2.1

Ownership Structure

Drone Volt SA organizational chart is as follows:
Exhibit 1: Organization Structurev

Fabrice Legrand
Director

Dimitri Batsis
President

Michael Gisselere
CEO, Drone Volt Canada
Olivier Gualdoni
Group worldwide CEO

Celine Vergely
Director

Kim Larsen
President, Drone Volt
Denmark

Stefano Valentini
VP Sales, Slovenia, Italy,
Adriatic & Switzerland

Daniel Roe
VP Sales, USA
Source: Company data as of April 20, 2016

2.2

Business Model

Drone Volt is involved in the business of selling drones and software to individuals and professionals through B2C and
B2B model. It started as an assembler and distributor of drones, i.e., buying individual components from suppliers such
as China’s DJI, and assembling them to deliver an operational drone platform to the clients. However, it has now
expanded its portfolio, offering various drone related services like pilot training, certification from the regulator, etc.,
besides providing customized products, which allows it to offer its clients a turnkey product. The Company targets both
the consumer and professional market, though it shifted its focus from the former to the latter in order to tap the high
growth opportunities present in the professional market.
DRV also provides a wide range of services like drone training, repair and maintenance services for drones and
accompanying administrative assistance - registering operators with DGAC (French Regulator), obtaining flight
authorizations, training pilots and providing them with requisite certification from DGAC. By offering these services,
Drone Volt has become a one-stop shop providing comprehensive solutions to its customers.
Sales based model
The Company follows a sales based model. It does not offer products on rental basis. This provides DRV a competitive
edge over its peers who follow a rental model, in terms of availability and customizations of drones. Sales based model
also lowers the risk of obsolescence as the Company is not required to store any inventory for renting out its products
and can easily adapt to the changing technology and market needs.
Sales to the retail and professional customers happen through the Company’s website (www.store.dronevolt.com),
showrooms and sales team. Online sales have been the key contributor to overall sale to date. However, the Company
is now employing more sales specialists to ensure greater visibility amongst the professional users.
Professional Market Opportunities
Currently, the media market forms the core business for Drone Volt as it covers 70-80% of the French TV market. Along
with this, the Company is developing products for the new markets like surveillance, agriculture and real
estate/construction.
1. Media: The media industry, mainly the television and entertainment segments, uses drones to capture specific
images/ videos for aerial filming; thereby, replacing the use of expensive helicopters and static cranes. Drones help
obtain 360-degree view of subjects and provide a bird’s eye view with less hassle and cost in comparison to
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helicopters and cranes. Drone journalism is another field where drones with spatial applications can be used to
cover stories like natural/ man-made disasters and assist in search and rescue missions for missing persons.
Important information such as the amount of damage post the disaster, the details of any livelihood, etc., can also
be captured via a drone.
However, the use of drones in the fields of media and entertainment faces challenges in terms of privacy and safety
concerns of the citizens. The U.S. regulator, FAA (Federal Aviation Administration), is expected to launch a set of
regulations in 2016 permitting the use of unmanned aerial vehicle under certain conditions. This could be a big
breakthrough for the UAV market, opening up new opportunities for drone application and clearly defining the
framework for the same.
2. Surveillance: Monitoring and surveillance activities can be conducted with drones for specific activities. In
situations of a large public gathering, protests, entertainment shows, etc., it is often difficult to monitor the crowd
and maintain an overview. Drones can provide a solution by capturing real time images from height as high as
60,000 ft. and enable the authorities to take timely actions. They can also carry fake cell phone towers to intercept
texts and phone calls. Amongst other law enforcement and surveillance uses, it can help in traffic/ coastal/ border/
maritime surveillance and monitoring of natural disasters, illegal activities, etc.
3. Agriculture: One of the biggest challenges in the agricultural sector is to monitor the crops over vast land areas
and determine the crop health. Use of manned services involves a lot of time and hassle, while satellite monitoring
could be disrupted due to cloudy weather. Drones offer a cheap, hassle-free and time efficient alternative to the
farmers. It helps them boost the yields, cut costs, save time, allowing them to spend more time on crop treatment
rather than crop scouting, i.e., figuring out the crops requiring pesticides/ insecticides.
4. Real Estate/ Construction Activities: In real estate, the agents use the drones for aerial photography of
sprawling properties and make sale videos to showcase the properties to the prospective clients. This makes the
sale process easier to implement in terms of logistics and planning. The construction companies also depend on
drones to carry-out monitoring activities in the open construction sites to restrict pilferage. Drones can also be used
for site inspections, health and safety induction, 360° panoramic view, etc., in the construction sector.

2.3

Products and Services Offered

The Company offers a plethora of products from the leading world manufacturers of drones like DJI, Parrot, Yuneec,
Squadrone Systems, Freefly Systems, Sky Hero, etc. It also designs and manufactures its in-house products, with a
special focus on making customized products for sectors like agriculture, surveillance and security, construction, etc.
Following are a few flagship products offered by Drone Volt:
Drone Janus 360
Exhibit 2: Product Image and its Specifications
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Drone Janus 360 is a professional drone for aerial
photography, videography with a 10 4k camera recording at
30 fps.
It can be used in tourism, culture architecture, real estate, etc.
Janus 360 is equipped with two heads, each carrying five
4K GoPro cameras to cover all angles of a scene.
It has flight time of 15 minutes and can produce 360° video
capturing 150 GB of images per flight.
The dimensions of the frame are 500x500x400mm with
propellers as long as 13 inches and drone total weighs 3.9 kg
(with parachute).
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Drone Spray Hornet
Exhibit 3: Product Image and its Specifications









It is ready to use and taken 10 minutes of preparation time.
It has a flight time of 20 minutes and can take remarkable
pictures/ videos with HD camera.
It is fitted with a GoPro 4 Black Edition camera for a HD return
video.
It can tilt the stream for an optimal spraying regardless of the
nest’s position.
It is equipped with parachute which is aimed at slowing down
in case of emergency. It deploys within 15ft of fall and is
effective at an altitude of 45ft. The reusable conception weighs
320 grams.
The landing cushions with fast unlocking as well as bigger
support allow the drone to take off and land on any type of
terrain

Hexo+
Exhibit 4: Product Image and its Specifications









DRV partnered with Squadrone Systems to market and sell its
marquee product, Hexo+ in Europe. It is an autonomous drone
that follows you everywhere.
Automatic takeoff, flight path, landing and constant framing
once the user chooses the method of application.
Operated via a Smartphone with a dedicated application,
which makes it easy to control the drone.
It has a range of 100 meters with a flight time of 15 minutes
and maximum speed of 70km/h even in strong winds.
Mainly built for use in sports. Compact and portable with
removable propellers, feet and can be carried in a back pack.
Compatible for shooting and recording in extreme weather
conditions.
Ability to shoot in Ultra HD GoPro 4.

Drone Volt Paint
Exhibit 5: Product Image and its Specifications







Created by Drone Volt to assist professionals to work in
inaccessible areas.
It allows spraying of any type of product in the form of aerosol
paint, anti-rust, anti-graffiti paint, anti-tag prevention
products, insecticides or other aerosol liquid product.
Equipped with anti-collision system with ultrasonic sensors
and cameras preventing the drone from colliding with any
obstacle; thereby, keeping the pilot and drone safe.
It has a parachute and complies with French regulations for
flying in urban and other areas.
Easy-to-use due to application developed by Drone Volt,
especially for Drone Paint.

Other drones that DRV offers include DJI Phantom 3 Professional, DJI Phantom 4, Drone Yuneec Q500 Typhoon, FreeFly
Alta, FreeFly Movi M15, etc. DRV also sells drone accessories of various manufacturers on its website.
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2.4

Company Premiumsvi

1. Focus on Professional segment: According to the latest results, Drone Volt’s revenues doubled in 2015 to € 3.48
MM, from € 1.73 MM in 2014. The professional segment witnessed a growth of 4.6x times over the last year, while
consumer segment reported stable growth of 10% in the corresponding period. The Company has shifted its focus
to the professional segment from earlier consumer segment. DRV develops customized drones based on client
request, which sets these apart from the basic models available in the market. Thus, the Company also commands
a premium position over its peers. With civilian drones expected to see tremendous growth in the next decade, the
Company has successfully positioned itself in the French drone market and the US, its next focus area for expansion.
In the professional segment, the Company focuses on distinguishing its drones by developing customized parts and
applications, which are easily adaptable to its drones. These features are available for specific activities and uses.
These value added applications aid in generating higher margins and cash inflows. We expect the segment to
contribute 85-88% of the Company’s total revenue in next 3-5 years.
2. Media market, major revenue source: The French media market has been the main source of the Company’s
revenue to date, with Drone Volt estimated to cover 70-80% of the French TV market. This sector uses drones for
aerial shots, capturing images and filming videos at costs much lower than previously spent on using helicopters or
cranes. With the French TV market maturing, opportunities for growth are expected as drones get adopted at a
larger scale going forward.
3. Strong geographical presence and expertise: The Company in present in 13 countries across Europe and North
America: Belgium, Canada, Croatia, Denmark, Finland, France, Italy, Luxembourg, the Netherlands, Slovenia,
Sweden, Switzerland and the United States. Its employee base includes several experts from the professional drone
segment. For instance, in the U.S., the Company hired Daniel Roe as EVP, who was with Freefly systems as
worldwide director of sales and an expert in the professional drone field. In North Europe, the Company hired
Stefano Valentini, former CEO with Cybergun Italia Srl, to manage sales operation in Switzerland, Italy, Adriatic and
Slovenia. Their expertise should help the Company grow at a rapid pace in these regions. Drone Volt is currently
eyeing the U.S. market as its next big growth avenue.
4. Customized products: Drone Volt has launched several new products with multiple applications, like drone volt
Janus 360, drone spray, drone paint and drone surveillance. These drones can be used for multiple purposes such
as treatment and cleaning of surface, inspection of work, paint, live surveillance, etc. Drone Volt focuses on providing
customized products to its clients. It is developing drones, which would carry extra payloads and would give it a
competitive edge over its peers. It has also launched Drone Software Drone Volt Pilot, the application that offers an
easy access to autopilot for DJI drones.
5. Increase in profitability going forward: Looking at the expected growth in commercial drone market in the next
decade, we estimate the Company’s top line to reach € 28.54 MM (low bracket) and € 31.46 MM (high bracket) in
2020, a growth of 8.0x (low bracket) and 9.0x (high bracket) times from the current level of € 3.59 MM in 2015.
We expect the Company’s operating margin to improve going forward, ranging between 11-12% in the same period.
According to our estimates, the Company’s net margin will be in the range of 7-8% by 2020.
6. Turnkey product: Drone Volt provides a range of services, including administrative support to comply with French
regulations; training to operate the drone; and acquiring license for flying the drone for operational purposes. The
customers receive turnkey product for immediate use. This business model saves time and cost involved in getting
proper training, acquiring license and dealing with regulations.
7. Partnership with leading suppliers: Drone Volt has partnered with leading suppliers worldwide including DJI,
Yuneec, Freefly and other major manufacturers. This tie up could benefit the Company over supplier’s commercial
policies.

2.5

Company Risksvii

1. Regulations: The varied regulations for use of drones in different countries is expected to pose the main challenge
for Drone Volt’s expansion plans. With the Company looking at expanding its presence worldwide, it needs to follow
different set of rules and regulations for drones categorized as per weight, size, altitude, speed, etc. With many
countries still in the process of making the final set of regulations, the expansion plans in these regions may be
impacted.
2. Supplier’s risk: Currently Drone Volt relies heavily on products sourced from Chinese maker DJI. It faces the risk
of dependency on the supplier’s commercial policies as the Company’s margins could plunge if the supplier increases
the prices. The risk is partially mitigated by the fact that the Company has already tied up with several leading
drone suppliers worldwide. Also, the Company is focusing on its R&D and expects to design and develop majority of
the drone parts in house going forward. This would help in abetting this potential threat from suppliers.
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3. Competition: While the commercial drone market is still nascent, it is rapidly evolving and the competition within
the industry is expected to increase with many small and large players entering the market, eyeing the prospective
growth opportunities. The industry may also witness price based competition, which will impact small players
significantly in the market. Another challenge could be the launch of cheap alternative drones in the market, created
using copied technology.
4. Innovation in technology: Commercial drone industry is still in its early age and is expected to grow enormously
over the next decade leading to innovation in technology. But the players within the industry in order to compete
needs to come out with new innovative products regularly which would distinguish itself from the others. The lack
of innovation could plummet the existence of the Company itself.
5. Legal Risks: There are no legal risk associated with the Company, to the best of the author’s knowledge.

2.6

Drone Volt’s Shareholding Pattern

As on April 01, 2016, the number of shares outstanding was 12,867,058.
Exhibit 6: Shareholding patternviii

Exhibit 7: Shareholding Pattern ix

Shareholders

No. of Shares

% of total

Batsis Dimitri

6,819,541

53.00%

Free Float

6,047,517

47.00%

12,867,058

100%

Batsis Dimitri

47.0%

53.0%

Others

Total

2.7

Listing and Contact Details

The ordinary shares of Drone Volt are listed on AlterNext Paris (Ticker: ALDRV, Date of Listing – April 28, 2015) and
warrant also listed as DRONE VOLT BS FR0012860542 (Ticker: DRVBS).
Contacts: 14, Rue de la Perdrix, FR-93420, Villepinte, France
E-mail ID: finance@dronevolt.com
Phone: +33 (0)1 80 89 44 44
Fax: NA

3. Key Variable Analysisx
3.1 Variable 1 – Revenue from Consumer segment
The Consumer segment has been the conventional segment for Drone Volt and has traditionally seen lower growth.
Under this segment, the Company purchases drones and its parts from the other manufacturers and then assembles
and distributes/renting the final product through the Company’s website. The consumer segment has been historically
contributing more than half of the Company’s total revenue. However, the Company has now shifted its focus on growth
in the professional segment. Therefore, the consumer segment may not witness lower growth and its contribution to
the total revenue is expected to come down significantly going forward.
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Following are our estimates for revenues from the consumer segment revenue for the forecasted period under two
scenarios - Low bracket and High bracket:
Exhibit 8: Consumer segment revenue
In € 000
Low
Bracket
High
Bracket

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

1,489

1,641

1,810

1,995

2,200

2,402

2,598

2,809

3,038

3,286

1,532

1,737

1,970

2,235

2,535

2,848

3,080

3,331

3,602

3,896

3.2 Variable 2 – Revenue from Professional segment
The professional segment generates higher margins for the Company as it focuses on providing customized products
based on client requirements. The segment contributed around 60.4% in 2015 to total revenue, compared to 20.3% in
2014. Given that the Company is primarily focusing on growth in the professional segment going forward, we estimate
the number of drones sold in professional segment to increase considerably and thereby, the contribution of professional
revenue to Company’s total revenue to cross 85-90% by 2020.
Following is the estimated revenue from professional segment for the forecasted period under two scenarios - low
bracket and high bracket:
Exhibit 9: Professional segment revenue
In € 000
Low
Bracket
High
Bracket

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

4,095

7,229

11,878

18,084

25,634

34,657

43,906

53,965

64,953

76,852

4,156

7,451

12,438

19,249

27,749

38,169

48,356

59,434

71,535

84,640

4. Newsxi


DRV introduces surveillance drone: On March 03, 2016, Drone Volt unveiled its professional drone Z18 UF
(Unlimited Flight), a technologically advanced product capable of providing continuous surveillance of areas and
events, where security is a priority. It is a wired drone capable of 24-hour stationary flight, with adjustable height
of up to 40 meters. It offers multiple options for close range shooting at 360°, transmitted at high-speed and in
real time thanks to its own radio connection. It is equipped with a powerful 18x zoom camera and connected to the
supply station ELISTAIR on the ground specifically designed for this drone. The Z18 UF can be used for inspection
and surveillance of sites, civil defense operations, road safety, etc.



Drone Volt expands internationally: On February 29, 2016, DRV announced opening of two trade offices in
Switzerland and the United States. Daniel Roe and Stefano Valentini will head the US and Switzerland offices
respectively. Daniel Roe was previously worldwide Director of Sales at Freefly Systems, a company specializing in
camera stabilizers and drones for the world of cinema and broadcasting. Prior to Freefly Systems, Dan worked as
VP of Sales and Business Development for Music Group and as Sales VP for Strategic Accounts at Sony Electronics,
Inc. Stefano worked many years as an account executive for high net worth individuals at Merrill Lynch Monte Carlo.
He later moved to Switzerland to continue work in the private banking sector. Stefano became CEO of Cybergun
Italia Srl in 2010 and will now manage Drone Volt's sales efforts in Switzerland, Italy and the Adriatic region.



Drone Volt launches DRONE VOLT PILOT®: On February 09, 2016, the Company announced the launch of its
new and innovative drone piloting application, Drone Volt Pilot. This simple and intuitive application provides novice
drone pilots with many new features that will enrich their user experience. One of the major benefits of Drone Volt
Pilot is that it is able to automatically create and save flight plans. It makes automation easy and allows a large
number of pilots, of all levels of expertise to use it.



Strategic agreement with Squadrone System: On February 04, 2016, Drone Volt announced the formation of
a strategic alliance with Squadrone System, the creator of original Hexo+. Launched in 2015 and already acclaimed
worldwide, Hexo + is the first autonomous drone "follower". With its 6 rotors and 4k camera, Hexo+ can follow and
film the user from 100 meters, at speeds up to 70 km/h (44 mph) for more than 10 minutes. Extremely fast and
adaptive to extreme weather conditions, Hexo+ withstands temperatures from -10°C to +50°C and can be used at
4,800 meters with wind up to 40 km/h. Flight plans and other features can be set directly from the Hexo +
application available on iOS and Android. This multi-year agreement provides Hexo+ product and its future
development rights exclusively to DRV which will provide marketing and sales efforts in Europe through its subsidiary
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Drone Volt Scandinavia. Specifically, Drone Volt will use Hexo+ for the development of professional civilian
applications, particularly in the field of strategic security (surveillance and law enforcement).


Appointment of Independent Director: In January 2016, Fabrice Legrand was appointed as an independent
director of the Company. Mr. Legrand is a recognized specialist in communication and marketing and DG-Partner of
the company “Events Solutions”, a specialist in global solutions provider dedicated to ephemeral communication
operations. Also, Laurent Poupet resigned from his post as director. Now the board of directors comprises of Dimitri
Batsis, President, Fabrice Legrand and Celine Vergely.



Drone Volt splits the shares: In January 2016, the shareholders in the General Assembly approved the decision
to convert each share into 10 shares. The decision was taken to increase the number of shares in circulation and
reduce the face value of the shares to enhance liquidity. After the division, Drone Volt had the 12,314,380 shares
with a nominal value of € 0.03 each. The characteristics of the share subscription warrants (BSA in French) were
adjusted automatically: 10 warrants for 10 new shares, exercise price at € 2.70 and minimum subscription of 1,000
shares.



Transfer to AlterNext Paris: On December 31, 2015, Drone Volt, French leader in civil UAVs, was transferred to
AlterNext Paris’ continuous listing by direct admission. Prior to this, the Company was listed on Euronext Paris. This
was done to enhance the Company’s visibility and to allow new categories of investors to become shareholders.
Atout Capital was appointed as the listing sponsor for the Company.



Innovative Drone Spray Health© by Drone Volt: In December 2015, DRV launched a new and innovative
product- Drone Spray Health- aimed at combating vector borne diseases. The drone can carry products with larvicide
used to kill mosquitoes and their larvae at their breeding areas. The product comes as an alternative to helicopters,
which are costly and cause pollution. This environment friendly solution can be used for fighting mosquito borne
diseases, such as malaria, dengue fever, Japanese encephalitis, etc.



Drone Volt raised € 1.8 MM and established a funding line of € 5 MM: In November 2015, the Company
successfully raised € 1.8 MM in a private placement with qualified investors without preferential subscription. The
issue price was set at € 16.00 or at 10% discount to the weighted average closing price of the volumes of the last
20 days preceding the closing of the transaction. Post-operation, DRV’s capital amounted to € 368,610, divided into
1,229,500 shares with a nominal value of € 0.30 each. In addition, the Company also signed a contract with YA
Global Master SPV and LTD, an investment fund managed by the U.S. firm, Yorkville Advisors Management Global,
LP, to raise maximum potential funds of € 5 MM in 20 slices, each slice being € 250,000. The funding, established
through the issue of bonds convertible into shares with share subscription warrants (OCABSA in French), was
approved by the shareholders in the general meeting held in January 2016.
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5.

Management and Governancexii

The Company has a team of experienced professionals, with expertise in the field of technology, operations, sales and
marketing and finance. These highly qualified professionals have been with the firm for a long time, signifying the
stability of the firm’s management. The management’s focus is on improving profitability and creating shareholder value.
Exhibit 10: Management Team

Name

Dimitri Batsis

Designation

Founder &
President, BoD

Background
 Dimitri Batsis is the founder and CEO of Drone Volt since its inception in 2011.
 During 2008-2010, he worked with various companies in the internet domain.
 He founded ZENI Corporation, listed company in Paris and headed it as the

President from 1987-2007. ZENI Corporation offered global solutions ranging
from consulting in marketing and communication strategy to designing and
achieving multi-channel interactive sites on all new media.

Olivier
Gualdoni

Worldwide CEO

 Olivier Gualdoni was appointed as the worldwide CEO of Drone Volt on December
21, 2015.
 Olivier Gualdoni formerly served as Chief Executive Officer of Cybergun SA.
 He has earlier served as European Export Director of Cybergun SA and holds BA
in Physical Sciences and Masters in Marketing.

Michael
Gisselere

CEO, Drone
Volt Canada

 Michael Gisselere was appointed as the CEO of Drone Volt, Canada on February,
2016.
 He has formerly served as Director of Freeway Prod.

Kim Larsen

President,
Drone Volt
Denmark

Daniel Roe

VP Sales, U.S.

 NA

 Daniel Roe was appointed as executive vice president of sales and marketing, U.S. on
January, 2016.
 He has earlier served as Director of global sales Freefly system.
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6. Industry Characteristics
6.1 Industry Overviewxiii
UAVs, popularly known as ‘Drones’, are unmanned aircrafts or a ‘flying robot’. The UAVs got evolved from military
operations during World War I. These have improved significantly over time, with use of advanced technology such as
miniaturization. The UAV market has grown rapidly in the last decade and has created a lot of eagerness in various
parties and companies engaged in UAV technology development. Currently, the UAV market is driven by new
technologies such as next generation unmanned combat systems, and the development of new markets like civil and
consumer drones. The Teal Group expects the UAV industry to triple in size over the next decade, owing to innovations
in unmanned combat aerial vehicle programs and strong commercial and consumer spending. The Teal Group estimates
global UAV production to increase by USD 14 BN per annum, from USD 4 BN currently, totaling to USD 93 BN in the
next ten years.xiv The group estimates the UAV sector could emerge as one of the fastest growing sectors globally. As
per the study, military, consumer and civil segments account for 72%, 23% and 5% market respectively. xv Going
forward, it predicts the commercial and civil drone market will grow at a CGAR of 19% over the next 5 years.
Grand View Research, a market & research consulting firm in the U.S., expects the commercial drone market to reach
USD 2.07 BN by 2022, with agriculture and law enforcement segments driving the growth.xvi A U.S. based technology
market intelligence company, ABI Research, has projected small unmanned aerial vehicle market segment will touch
USD 8.4 BN by 2018. The report also predicts the commercial UAV sector will reach USD 5.1 BN, growing at CAGR of
51% from 2014-2019. The commercial segment is expected to grow 5x times compared to the growth of hobbyist UAV
market and 2.3x times that of the military UAV market.xvii
The UAV start-up companies have been able to attract venture capitalist for fund raising and have raised USD 450 MM
in 2015, registering a growth of 300% compared to 2014. The funding was through 74 deals representing growth of
111% compared to 2014, which would further drive innovation in the industry. xviii
Exhibit 11: Investment activityxix
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6.2 Future Outlook
The commercial UAV industry has immense potential to grow. However, it is difficult to make a proper market size
estimate considering the potential uses of the drones across sectors, such as agriculture, construction, surveillance,
aerial photography, media and entertainment, etc. We have compiled market forecasts from different sources. Although
the market size estimates vary significantly, all are positive about the industry and expect exponential growth.
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Exhibit 12: Outlook on the Commercial UAV industry size

Sources

Market Size

Estimated Period

Published

Teal Group

USD 3.92 BNxx

2025

August 2015

Grand View Research

USD 2.07 BNxxi

2022

August 2015

ABI Research

USD 5.1 BNxxii

2019

January 2015

Lux Research

USD 1.7 BNxxiii

2025

October 2014

MarketsandMarket

USD 1.9 BNxxiv

2020

September 2014

RnRMarketResearch.com

USD 1.27 BNxxv

2020

June 2015

Note: We have clubbed 23% and 5 % market for consumer and civil reported by Teal Group for the projection.

6.3 UAV Components
UAVs can range from small drones that fly on a single charge for 10 minutes and cost under USD 200 to commerciallevel aircrafts that can fly much longer and cost as much as USD 10,000. xxvi Some drones are operated by controllers,
while others can be operated by operator’s smartphone or tablet. A drone’s basic elements include frame, propellers,
small motor and battery, electronic sensors, global positioning system (GPS) and a camera.
Presently, there are several types of UAVs, depending on the project it’s used for, ranging from toy UAV, almost ready
to fly (ARF) UAV to ready to fly (RTF) UAVs. The essential kit for UAV includes RC transmitter, multi rotor frame,
motors/speed controllers, flight controller and battery charger. Apart from these, optional accessories could be added
in the drone as per the purpose of the project such as battery alarm, flight controller add-ons, camera gimbal, telemetry
and wireless video.
Multi-Rotor Frame –The frame is the basic requirement of the UAV. The configuration depends on the purpose it is to
be used for and the loads to be carried. The most popular designs are quadcoper (4 motors), hexacopter (6 motors)
and Octacopter (8 motors).
Motors/Speed Controllers and Propellers – The motor is an essential requirement as it impacts the flight time and
how much load a drone can carry. It also provides the lift for the UAV. A motor ideally should have less weight with high
efficiency. A propeller is an airfoil and consists 2-3 number of blades, it provides the thrust to the drone and acts as
rotating wings creating a lift force.
Flight Controller – It acts as the brain of the UAV and connects all the pieces together. It is used to stabilize the multi
rotor and synchronize them. The more advanced flight controllers can take off, fly and land the UAV autonomously with
a preprogramed waypoint.
Battery and Charger – Battery provides the power to the UAV to fly, and would control both motor and flight controller.
It is also the heaviest item on a UAV. While choosing the ideal battery, the capacity and voltage factor needs to be taken
in account. The Lithium polymer battery is the most ideal and most used battery as this has high power to weight ratio
and is readily available.
RC Transmitter – Flying and controlling the UAV autonomously without a transmitter is possible, but it is a good idea
to have manual backup for the drone in case something goes wrong. Hand-held transmitter is adequate for most cases.
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Exhibit 13: Basic Components of a UAV

6.4 Pricingxxvii
Depending on the requirement and the specifications needed, the costs of drones can vary considerably. This could be
divided into different classes of drones depending on the level of expertise and range it can fly.
Exhibit 14: Basic Components of a UAV

Segment

Specifications

Duration of flight
Range
Controlled
Cost

Entry Level users

Professional users

Commercial users

Kit with drone, four rotors,
batteries, charger, GPS and
spare propellers

Kit with drone, four rotors,
batteries, charger, GPS,
spare propellers, advanced
cameras and separate
controller

Kit with drone, six rotors,
larger propeller blades,
batteries, charger, GPS,
advanced cameras and
separate controller

10 minutes

25 minutes

1 hour

150-200 feet

Half a mile

> a mile

Smartphone or tablet

Smartphone or tablet

Smartphone or tablet

USD 500

USD 750-2,000

USD 10,000
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6.5 History
Early History - The concept of UAVs is old. In August 1849, Austria used unmanned balloons loaded with explosives
to attack Venice.
World Wars - Going back to World War 1 (WWI), necessity, the ‘mother of invention’ led to use of flying bombs with
the development of first unmanned aircraft. The U.S. army and navy both used aerial torpedoes and flying bombs in
WWI but faced difficulties in launching and recovering its UAVs. During World War II (WWII), drones were used as
gunnery practice targets by the U.S. forces and for aerial attack missions. Meanwhile, Germany produced its own drones,
which used jet propulsion built aircraft.
1950s – A U.S. company, Northrop, developed ‘Falconer’ and ‘Shelduck’ UAVs for battlefield reconnaissance. It had
auto pilot system with radio-control backup, video cameras; and carried flares for night reconnaissance. These were
built in great numbers and were used by several military forces internationally. In 1950s, UAV were used as decoys and
were released to confuse the radar system of the enemies.
1960s - This era saw the faster and longer range aircraft, ‘Ryan Firebee’, being developed to air bomb the targets.
UAVs were developed to fly at high altitudes controlled by radio lines and to fly at lower altitudes controlled by standoff
manned aircraft. These drones carried cameras for reconnaissance over the enemy targets.
1970s – During the Vietnam War, drones were used extensively by the U.S. The drones were used as ‘Lightning Bug.’
It was used for intelligence gathering and for taking images from low and high altitudes. These drones were modified
with bigger engines during the Vietnam War and these could carry heavier payloads. In 1970s, Israel modified the
drones it purchased from the U.S. and developed the first UAV with real time surveillance. It used these in its war
against Syria as reconnaissance drones, electronic jammers and as decoys; and had minimal losses.
1980s – In 1982, Lebanon War, Israel used its self-made UAVs for images and radar decoying to neutralize Syria’s air
defense. By late 1980s, Israel tested a variety of drones on Lebanon. With rapid advancement in technology, Israel
outpaced U.S. in the development of drones, by producing a number of surveillance drones in 1980s and also selling
them to the U.S.
1990s – U.S.’ marine, army and navy units, along with coalition forces, used ‘the Pioneer’ UAV substantially for imagery
support during its operations against Iraq. The UAVs were used for bombing over the target enemy area. Post bombing
raids, it was used to inspect the target area and transit live coverage of the damage done.
2000s - In early 2000, after 9/11, U.S. military used drones for attacks in Afghanistan, Pakistan, Yemen and Somalia.
It was also used for the operation to hunt Osama Bin Laden. In 2006, America used drones within the U.S. civilian
airspace for search and rescue operations following Hurricane Katrina.
2010s - In 2013, Israel used drones in Gaza during its military operations. In 2013, Amazon, the largest online retailer,
announced it is developing drone technology for deliver service.

6.6 Industry Segments
Military Drone Market
Its utility in armed conflicts led to the invention of unmanned aerial vehicles during World War I and World War II.
Drones are normally used in circumstances where it’s considered too risky for manned flight to perform. Drones can
provide real time imagery, intelligence & surveillance information by scanning an area and transmitting the information
back to the commanders, in order to destroy the enemy. Military drones are generally used for air strikes and
surveillance on enemy targets. As per Teal Group projection, worldwide spending on UAVs is expected to triple over the
next decade to USD 93 BN. Out of which, the military segment is expected to contribute 72% of total UAV market
spending at USD 67 BN over the next decade, while research spending on military UAV is likely to add another USD 30
BN.xxviii The Teal Group projections also indicate that the U.S. will account for 64% of the total military worldwide
research spending on UAVs. Therefore, U.S. will be the biggest UAV market over the next decade, driven by 38% of
total global military procurement.xxix
IHS Jane’s Intelligence, a specialist in defense publications, reported that global defense and security market for UAVs
is expected to grow at 5.5% per annum from the current level of USD 6.4 BN and increase to USD 10 BN by 2024.xxx
According to the report, Israel was the biggest exporter of UAVs last year, but the U.S. is expected to overtake its
position in coming years.
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Commercial/ Civil Drone Market
As per Teal Group’s market estimates, consumer and civil drone market would contribute 23% and 5% of the drone
industry (estimated total market is USD 93 BN) over the next decade. xxxi The civil UAV market is expected to register
the highest growth in the industry, with the opening of worldwide airspace market due to low base effect. The commercial
drones carrying payloads like cameras, sensor, packages, etc., can cater to a versatile market within commercial
segment. With the cost of drone technology coming down in recent years, the commercial drone’s growth is expected
to accelerate in areas such as agriculture, media, cinematography and photography, inspection and maintenance,
surveillance, real estate, etc.
As per Grand View Research, commercial UAV market size is estimated to be USD 2.07 BN by 2022. xxxii. Tractica, a
market intelligence firm, estimates worldwide shipments of the commercial drones to reach 2.7 MM units by 2025 from
80,000 units in 2015. Also, annual revenue from commercial drone hardware is estimated to reach around USD 4 BN
from current level of USD 283 MM during the same period, whereas, annual revenue from commercial drone enabledservices would generate USD 8.7 BN from current USD 170 MM. xxxiii The commercial drone sector will be driven by
aerial imaging and data analysis applications. Film, media, agriculture and oil & gas will play as the growth factor in the
adoption of commercial drones. Whereas, filming and entertainment, mapping, aerial assessment, disaster relief and
prospecting will lead the strong growth in drone enabled service market.
There is immense scope going forward, which can be abstracted from the use of drones in various sectors. The usage
of drones is still in early or mid-stages in many sectors and could play a critical role in reviving the growth in various
sectors because of its cost effectiveness and ability to perform tasks, which would have been impossible before. The
table below shows, out of select 22 sectors expected to be benefit from use of drone technology, most are in either
early or middle stages of its growth, and just a handful of sectors have seen the benefits of higher level usage of drone
technology. The agriculture sector is expected to account for approx. 80% of commercial drone usage. By using high
resolution imaging and aerial mapping, identification of crop conditions, checking for diseases, spraying pesticides and
fertilizers and prevention of any disease outburst can be possible at a much lower cost.
Commercial drones could also be used for ensuring public safety. Through the benefit of its small size, drones with high
definition and infrared cameras can assist police and fire departments for intelligence gathering, rescue mission, road
patrolling, aerial surveillance.
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Exhibit 15: Maturity Level of Commercial drones used in different sectorsxxxiv

Early Stage

Middle Stage

Late Stage

Application
Aerial photography

L

Border patrol

L

Construction and real estate images and monitoring

M

Emergency management

M

Infrastructure monitoring

M
E

Mail and small package delivery
Filmmaking and other media uses

M

Oil and gas exploration

M

Precision agriculture

L

Public safety

L

Weather forecasting and meteorological research

M

Wildlife and environmental monitoring

M

Technology
M

Advanced manufacturing techniques
E

Batteries and other power

L

Communication systems
M

Detect, sense, avoid capabilities

L

GPS
M

Lightweight structures
Microprocessors

L

Motors

L
M

Engines

L

Sensors

6.7 Uses of drones across sectors
1. Agriculture
Agriculture is poised to benefit significantly from the use of drone applications. Monitoring fields from the sky would
drive the new farming revolution. The U.S. based Association for Unmanned Vehicle Systems International predicts that
agricultural uses will eventually account for 80% of the commercial market for drones. With the help of drone, it is
possible to capture images of the fields at much cheaper cost compared to helicopters or satellite imagery. Drone
technology with cameras could enable farmers to monitor their crops, check for diseases or spray pesticides and
fertilizers and prevent any disease outburst.
It is difficult for the farmers to collect data of farmland spread across large areas. With the help of drones, valuable
information can be collected with high accuracy in a short span of time, which in turn can be used to avoid damage
caused by various means.
Drones could provide infrared pictures, which would help farmers identify exact locations of weed emergence or insect
infestations, and enable them to quickly focus on the targeted areas. Drones have potential applications in precision
agriculture, which involves the use of detailed data on soils, crops, nutrients, pests, moisture, and yield to increase farm
productivity.
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2. Real Estate
Aerial videography and photography are the new facilities provided by high-end real estate marketers. Drones
effortlessly cover areas, which would be difficult to access otherwise and provide perfect images and videos. For real
estate clients, it could provide a virtual tour with interactive and realistic presentations. UAVs could be used as
maintenance tools used to inspect large commercial places such as malls, undeveloped lands and office parks. It could
also help during inspection of places after storm or vandalism.
3. Media and Entertainment
The use of UAVs in Media sector has grown substantially and it is said that ‘the age of drone journalism’ has started.
Drones are used by Media industry in numbers and has become a significant part of news gathering by the leading
media players. Using drones is changing the way films are made as these are better than traditional methods for
capturing perfect aerial shots. These are also cheaper, safer and faster solution. As drone costs a fraction of helicopter
or crane shoots, it opens new avenues for filmmakers looking to capture aerial shots that were impossible in the past.
Drones would continue to change the way movies are filmed. Its use in the film industry will increase with continual
improvement in the quality of drones and decrease in the cost of drones.
Use of drones in journalism appears to be rising. News agencies can use drones for capturing images and videos of
events from different height and angles. Drones can act as a powerful tool in the hands of journalists with proper
training, who know the capabilities of the vehicle. Due to its small size, flexibility and ability to perform in the harshest
weather, it can be used to take aerial survey of places and events such as volcano or warzone, which were not possible
by manned aircraft before. Also, as it does not require direct presence of reporters, news stories which were earlier
missed due to risk of personal injuries to reporters on the ground, can now be covered.
4. Surveillance
The trend of using UAVs for commercial aerial surveillance is rapidly expanding, with the development of automated
and low cost drones and technology for object detection. Drones with high definition and infrared cameras can access
areas and provide first person view, which would not be accessible otherwise, due to the advantage of its small size.
Drones are used for intelligence against enemy targets by government agencies and competitors in business. Drones
can help in search and rescue mission, scientific research, wildfire mapping, road patrol, anti-piracy and aerial
surveillance of large areas at a low cost. However, the widespread use of drones for domestic surveillance raises serious
privacy concerns. These present a threat to privacy as it is capable of monitoring personal conversations, peering into
any place.
Beside the mentioned sectors, drones can also be used for a wide range of activities, including archaeological survey,
firefighting, healthcare (including medical supplies/delivery), delivery in commercial use, wildlife conservation,
monitoring marine life, etc.

6.8 UAV Market in France
Globally, France has been the pioneer in commercial drone market as it was one of the first countries to regulate the
use of commercial drone. In 2012, the Ministry of Transport's Civil Aviation Authority, Directorate General for Civil
Aviation (DGAC) made law relating to design and use of drones in French airspace. Also the manner in which drones
can be used depends on its type and its use. However, the legislation does not apply to military or state-operated
drones. France has registered 1,250 commercial drone operators as of January 2015.xxxv
The global UAV industry is forecasted to reach USD 93 BN over the next decade, with consumer and civil drone market
to contribute 23% and 5% share respectively. Teal Group expects that French companies are well positioned to benefit
from this growth. France has set its drone regulations. Operators must pass a theory exam and show an aptitude for
flying a drone. For flying drones beyond the line of sight pilot license is needed for the operators, which requires 20hours
of drone training and 100 hours of flying experience.

6.9 UAV Market in U.S.
In U.S., drones were primarily used in war zones to deliver weapons and for U.S. military reconnaissance. But, now
some new technologies and pending federal regulations are enabling the manufacture and use of UAV for domestic
commercial purposes, giving rise to a growing commercial UAV industry. The commercial drone market in U.S. is still
less advanced due to the Federal Aviation Administration (FAA) regulations, which has closed American airspace for
UAV trial flights. The FAA, in May 2014, has granted exemption permitting specific use of commercial drones for
agriculture, real estate, film and broadcasting, oil and gas and construction activities. As per Teal Group study, 64% of
total military spend on drones over the next decade would be contributed by North America, and 38% of the military
procurement spend.xxxvi
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There is significant investment
potential in this sector in the U.S.
According to the study conducted by
Federal
Aviation
Administration
(AUVSI), by 2025 about 100,000 jobs
could be created in the American
economy by the use of drones and
would generate around USD 80 BN
between 2015 and 2025.

Exhibit 16: FAA Exemptions Operation / Missionxxxvii
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6.10 Regulatory Framework
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Despite the significant interest in
drones expressed by various sectors
the UAV industry faces major
143
200
99
obstacles, which could cut short this
56
sector’s growth story. Regulatory
policies, safety and privacy concerns,
Precision Inspection Mapping /
Film /
Public
Other
and public awareness regarding
Agriculture
/
Surveying
Photo / Safety/First
drones are key concerns. Currently,
Monitoring
Video
Responders
there is no uniform global approach
to the legal use of drones by either
for hobbyists or businesses. Many countries differentiate drones by weight category, wherein drones weighing more
than 55 pounds are considered the heavier ones. Drones weighing less than 4.4 pounds are dealt differently than the
heavier ones as these have lower safety risks. There are other risks related to regulations like sharing of frequencies
and radio link; quality of drones (especially the heavier drones); and safety from mid-air collision.
400

335

1. Regulations in U.S.
The U.S. has clearly lagged in creating a framework to support the UAV industry and therefore, U.S. drone companies
are at a serious disadvantage as they are unable to test commercial drone applications in the U.S. The FAA has set its
regulations for use of drones and prohibits its usage for commercial purpose with some exemptions for some specific
activities, such as for companies conducting agriculture, real estate, film and construction activities. AUVSI has
estimated that each year of delay in regulatory constraints has a USD 10 BN economic impact for the U.S. xxxviii
Under the FAA regulation, drones under weight limit of 55 pounds are allowed to fly for commercial operations during
day time within limited locations, and within
Exhibit 17: Types of UAVs in Commercial Operationxxxix
the line of sight of the operator. The final set of
rules is still being worked on and is likely not
UAV Platforms Approved Through FAA Exemptions
to be issued until late 2016-17. xl
Average
FAA has been moving in the right direction and
Average Weight
Endurance (in
since May 2014, has permitted range of
Industry
(in pounds)
minutes)
commercial enterprises to use drones. The FAA
Agriculture
9.14
37.59
granted 500 exemptions in its first year to over
Real estate
5.37
23.10
20 different industries.xli As of September
Film and TV
12.39
19.05
2015, FAA had issued 1407 exemptions to U.S.
Oil and gas
9.83
97.40
companies under Section 333 to operate
Construction
7.22
26.85
drones for commercial purposes. xlii
2. Regulations in Europe
The European Aviation Safety Agency (EASA) has been assigned by European Commission to set up a common
regulation for drones across Europe. The set of standards should cover security, safety, privacy, data protection,
insurance and liability. Europe aims to become a global leader in emerging drone technology industry, with the right set
of regulations to safeguard the country’s interest. Currently, within European Union, different states have regulated, or
are planning to regulate, different characteristics of civil drones less than 150 kg in weight.
The EASA has recently released a roadmap for UAV airspace integration to operate and fly in EU, specifying three
categories based on operational parameters:
Open Category: Under this category, it’s not necessary to require permission, approvals or license from the Aviation
Authority for drones weighing 25 kg or less. However, UAVs need to meet the defined limitations, such as it should fly
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within the line of sight of the operator and within a defined altitude and distance; flying over a crowd is also not
permitted.
Specific Category: This category covers characteristics that have not been covered under ‘open’ category. Under this
category, the drone operator has to undergo a safety risk assessment and identifying mitigation that needs to be
reviewed and approved by National Aviation Authority.
Certified Category: This category includes large unmanned aircraft and its operations. These would be treated as
manned aircraft in terms of rules. The operators engaged in this category would require licenses.
3. Regulations in France
France was one of the first countries to implement legislation on civil drones. The Directorate General of Civil Aviation
(DGCA) has classified UAVs under seven categories segmented by weight, the model design and the accessories that it
must contain. Along with this, DGCA has identified four scenarios under which UAVs can be used.
Exhibit 18: Possible Scenarios for using UAVs in Francexliii
Scenario 1
Line of Sight

In Direct View

Scenario 2
Beyond the remote pilot’s
sight

Scenario 3
In Direct View

Scenario 4
Beyond the remote pilot’s
sight

Clear of populated area

Clear of populated area

Within populated area or
close to a gathering of
persons/animals

Clear of populated area

Distance
(Horizontal)

100m

1Km

100m

Specific activities and flight
that do not meet scenario
S2 criteria

Height

150m

50m

150m

150m

Area

6.11

Major Drone Manufacturers

Dajiang Innovation Technology (DJI) – DJI, a Chinese company headquartered in Shenzhen, Guangdong,
manufactures commercial UAV for aerial photography and videography. The company has been quite aggressive in
bringing out new technology in recent years and has emerged as world’s most popular consumer drone maker. DJI
reported revenue of around USD 500 MM in 2014, nearly four times its 2013 number, and targets to achieve USD 1 BN
in 2015 to become the first billion-dollar commercial drone company. The company brought small yet powerful drones
in the market with its popular Phantom line products, which are easy to fly and shoot high definition footage. Accel
Partners, the venture capital firm, invested USD 75 MM in DJI in May 2015 as it believes DJI would be the leader in this
category. The investment has boosted DJI value at roughly USD 8BN.

Parrot – It is the second largest consumer drone company by revenue, after China’s DJI. Parrot specializes in
technologies involving voice recognition and signal processing for embedded products and drones manufacturing. It has
been developing a range of commercial drones since 2012. It has also tried to differentiate itself by offering cheaper
toy-like drones at half the price of its competitors. The revenues from drones constituted almost 74% of the company’s
total revenue for 4Q2015, and reflected a 121% growth in drone business from last year.

3D Robotics – 3D Robotics, an American company founded in 2009, manufactures consumer drones and offers a
range of drones for everyday exploration and business applications. Its popular drone ‘Solo’ released in May 2015 is
argued to be the smartest drone ever. It captures breath-taking aerial imagery and data analysis, enabling mapping,
surveying, 3D modelling and more. The company has raised USD 50 MM in its latest round of capital infusion (led by
Qualcomm) to support product development.
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Competition in UAV industry
Exhibit 19: Peer Comparison
Country
DJI

China

Parrot

Paris

3D Robotics

U.S.

Dassault Aviation

France

Delta Drone

France

Fly-n-sense

France

RedBird

France

Surveycopter

France

AeroVironment, Inc.

U.S.
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Segments
Consumer drone maker; the leader in this category; makes drones for
hobbyists and professionals; ‘Phantom’ series is said to be the most popular
drone worldwide; widely used by videographers globally
Second largest civil & consumer drone manufacturing company
Consumer drone manufacturer; offers drones for exploration and business
applications
Design, manufactures and sells combat aircrafts for the military sector; also
sells products ranging from business jets to military drones
Designs and manufactures civilian and commercial drones and provides range
of payloads. It also offers consulting, technical assistance and maintenance
services.
Designs and sells end-to-end commercial UAVs for security, agriculture,
environment and industrial activities.
The company analyses and processes the data acquired by drones and offers
data processing solutions to optimize resources, improve performance and
secure operations with drone based information.
Designs and manufactures remote controlled drones and robots; considered to
be a pioneer in mini UAVs; offers products for civilian and military uses
The company makes small UAVs for the U.S. army for real time
reconnaissance, intelligence gathering and surveillance.

22

EPA: ALDRV
See important disclosures on page 29 of this report

7. Valuation
The Fair Market Value of all the Company shares stand between € 27.81 MM and € 32.42 MM as of June 03, 2016. The
Fair Market Value for the company publicly traded share stands between € 2.26 and € 2.63 as of June 03, 2016. The
valuation approach followed is the Discounted Cash Flow method.

7.1 Discounted Cash Flow Method
Valuation

Figures are ‘000 €, unless indicated otherwise

WACC

KEY VARIABLES

Risk-free rate

1.05%xliv

Beta
Equity Market premium
Additional Premium
Cost of Equity
Cost of Debt
Terminal Growth Rate
WACC (Discount Rate)

1.60xlv
9.40%xlvi
2.00%
17.64%
4.00%
2.00%
12.86%

Year Ending- Dec

No. of drones sold

Average Selling price per drone

Refer to Key Variables Analysis section

2016E

2017E

2018E

2019E

2020E

2021E

2022E

2023E

2024E

2025E

(515)

(403)

39

375

1,220

2,418

4,071

5,759

7,692

9,887

(250)

(250)

(250)

(180)

(160)

(140)

(130)

(130)

(130)

(130)

(765)

(653)

(211)

195

1,060

2,278

3,941

5,629

7,562

9,757

0.89

0.79

0.70

0.62

0.55

0.48

0.43

0.38

0.34

0.30

(678)

(513)

(147)

120

579

1,102

1,689

2,138

2,545

2,909

(509)

(428)

(44)

374

1,008

2,027

3,400

4,894

6,610

8,561

(250)

(250)

(250)

(180)

(160)

(140)

(130)

(130)

(130)

(130)

(759)

(678)

(294)

194

848

1,887

3,270

4,764

6,480

8,431

0.89

0.79

0.70

0.62

0.55

0.48

0.43

0.38

0.34

0.30

(673)

(533)

(204)

119

463

913

1,402

1,809

2,181

2,514

FCFF (High)
Net cash from
operating activities
Capital
Expenditure
Free Cash Flow to
Firm
Discount factor
Present Value of
FCF
FCFF (Low)
Net cash from
operating activities
Capital
Expenditure
Free Cash Flow to
Firm
Discount factor
Present Value of
FCF

Arrowhead Fair Value Bracket
Terminal Value (TV)
Present Value of TV

High

Low

33,205

29,105

5,406

4,738

27,013

23,072

32,420

27,810

12,314

12,314

Fair Share Value Bracket (€)

2.63

2.26

Current Market Price (€)

1.30

1.30

102%

74%

Present Value of FCF
Present Value of TV+FCF
Equity Value Bracket
Shares O/s (000’s)

Upside/(Downside)
Current Market Cap. (€ ’000)

16,727

16,727

Target Market Cap. Bracket (€ ’000)

32,420

27,810
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Sensitivity Analysis
Sensitivity Table- High
3
1.0%
1.5%
Growth Rate
2.0%
(%)
2.5%
3.0%

9%
5.12
5.25
5.40
5.57
5.77

11%
3.52
3.57
3.62
3.68
3.75

WACC (%)
13%
2.59
2.61
2.63
2.66
2.68

15%
1.99
2.00
2.01
2.02
2.03

17%
1.57
1.57
1.58
1.58
1.59

Sensitivity Table- Low
2
1.0%
1.5%
Growth Rate
2.0%
(%)
2.5%
3.0%

9%
4.42
4.54
4.67
4.82
5.00

11%
3.03
3.07
3.12
3.17
3.23

WACC (%)
13%
2.22
2.24
2.26
2.28
2.30

15%
1.70
1.71
1.72
1.72
1.73

17%
1.34
1.34
1.34
1.35
1.35

Peer comparison on valuation multiples
Using an industry average P/E for 2016 of 26.8x, our 2020 average estimate of EPS implies fair value of € 4.87 in 2020.
Discounting the 2020 fair value to 2016 using cost of equity, we arrive at fair value of € 2.54, which is c. 96% higher
than the current share price of € 1.30.
Exhibit 20: Valuation Multiplesxlvii
Market Cap
(USD MM)

EV/EBITDA

Price to Book Value

2016

2016

2017

2016

2017

2016

2017

2,716

22.2

17.9

8.6

7.0

3.2

2.9

6,645

23.1

20.0

13.3

11.8

3.8

3.4

20,847

25.8

23.7

15.3

14.3

7.5

6.5

Nordex SE
Ingenico
Schindler Holdings

Price to Earnings

Kuka AG
Total/Weighted Average

4,274

35.9

30.9

16.0

14.3

4.9

4.4

8,621

26.8

23.1

13.3

11.9

4.9

4.3

Note: Peer group comprises of companies related in new technologies.
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Approach for DCF Valuation
Time Horizon: The Arrowhead fair valuation for Drone Volt is based on a DCF method. The time period chosen for the
valuation is 120 months (2016E-2025E).
Terminal Value: Terminal value is estimated using terminal growth rate of 2.0%.
Prudential nature of valuation: It should be noted that this Arrowhead Fair Value Bracket estimate is a relatively
prudential estimate, as it discounts the eventuality of any new products being launched in the market or any significant
change in the strategy.
Key variables: The upper and lower bounds in the estimation correspond to the extreme positions taken by the
following key variables:

Variable 1 – Number of drones
Exhibit 21: Number of drones at the end of year
2016
Low estimate
High estimate

2017

2018

2019

2020

2021

2022

2023

2024

2025

Consumer

462

485

509

535

562

590

619

650

683

717

Professional

630

1,040

1,611

2,336

3,154

4,100

5,043

6,077

7,171

8,318

Consumer

471

504

539

577

617

660

693

728

764

803

Professional

634

1,052

1,641

2,396

3,258

4,268

5,249

6,326

7,464

8,659

Variable 2 – Average Selling price (ASP) per drone
Exhibit 22: Average selling price per drone
In €
Low estimate
High estimate

2016

2017

2018

2019

2020

2021

2022

2023

2024

2025

Consumer

3,222

3,384

3,553

3,730

3,917

4,074

4,196

4,322

4,451

4,585

Professional

6,500

6,955

7,372

7,740

8,127

8,452

8,706

8,880

9,058

9,239

Consumer

3,253

3,448

3,655

3,875

4,107

4,312

4,442

4,575

4,712

4,854

Professional

6,560

7,085

7,580

8,035

8,517

8,943

9,212

9,396

9,584

9,775
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Important information on Arrowhead methodology
The principles of the valuation methodology employed by Arrowhead BID are variable to a certain extent depending on
the subsectors in which the research is conducted, but all Arrowhead valuation research possesses an underlying set of
common principles and a generally common quantitative process.
With Arrowhead Commercial and Technical Due Diligence, Arrowhead extensively researches the fundamentals, assets
and liabilities of a Company, and builds solid estimates for revenue and expenditure over a coherently determined
forecast period.
Elements of past performance, such as price/earnings ratios, indicated as applicable, are present mainly for reference
purposes. Still, elements of real-world past performance enter the valuation through their impact on the commercial
and technical due diligence.
Elements of comparison, such as multiple analyses may be to some limited extent integrated in the valuation on a
project-by-project or asset-by-asset basis. In the case of this Drone Volt report, there are no multiple analyses
integrated in the valuation.
Arrowhead BID Fair Market Value Bracket
The Arrowhead Fair Market Value is given as a bracket. This is based on quantitative key variable analysis, such as key
price analysis for revenue and cost drivers or analysis and discounts on revenue estimates for projects, especially
relevant to those projects estimated to provide revenue near the end of the chosen forecast period. Low and high
estimates for key variables are produced as a tool for valuation. The high-bracket DCF valuation is derived from the
high-bracket key variables, while the low-bracket DCF valuation is based on the low-bracket key variables.
In principle, an investor who is comfortable with the high-brackets of our key variable analysis will align with the highbracket in the Arrowhead Fair Value Bracket, and likewise in terms of low estimates. The investor will also take into
account the Company intangibles – as presented in the first few pages of this document in the analysis on strengths
and weaknesses and other essential Company information. These intangibles serve as supplementary decision factors
for adding or subtracting a premium in the investor’s own analysis.
The bracket should be understood as a tool provided by Arrowhead BID for the reader of this report and the reader
should not solely rely on this information to make his decision on any particular security. The reader must also
understand that on one hand, global capital markets contain inefficiencies, especially in terms of information, and that
on the other hand, corporations and their commercial and technical positions evolve rapidly: this present edition of the
Arrowhead valuation is for a short to medium-term alignment analysis (one to twelve months). The reader should refer
to important disclosures on page 29 of this report.

Drone Volt– Arrowhead BID
Due Diligence and Valuation Report

26

EPA: ALDRV
See important disclosures on page 29 of this report

8. Appendix
8.1 Drone Volt’s Financial Summary
Exhibit 23: Financial
Summary

Low Bracket Estimates

Year Ending Dec

2016E

2017E

2018E

2019E

2020E

2021E

2022E

2023E

2024E

2025E

Revenue (€ ‘000)

5,696

9,069

14,014

20,576

28,538

38,012

47,712

58,259

69,777

82,252

Operating Profit (€ ‘000)

(200)

95

696

1,654

3,128

4,886

6,805

9,040

11,616

14,522

Net Income (€ ‘000)

(246)

38

632

1,252

2,041

3,219

4,507

6,013

7,754

9,724

EPS

(0.02)

0.00

0.05

0.10

0.17

0.26

0.37

0.49

0.63

0.79

Growth rates (%)

58.8%

59.2%

54.5%

46.8%

38.7%

33.2%

25.5%

22.1%

19.8%

17.9%

Operating Profit

NM

NM

630.9%

137.6%

89.0%

56.2%

39.3%

32.8%

28.5%

25.0%

Net Income

NM

NM

1559.9%

98.2%

63.0%

57.7%

40.0%

33.4%

29.0%

25.4%

EPS

NM

NM

1559.9%

98.2%

63.0%

57.7%

40.0%

33.4%

29.0%

25.4%

Gross Margins

28.0%

29.3%

30.5%

31.8%

33.0%

33.5%

34.0%

34.5%

35.0%

35.5%

Operating Profit Margin

(3.5%)

1.1%

5.0%

8.0%

11.0%

12.9%

14.3%

15.5%

16.6%

17.7%

Net Profit Margin

(4.3%)

0.4%

4.5%

6.1%

7.2%

8.5%

9.4%

10.3%

11.1%

11.8%

ROA

-6.9%

1.1%

16.3%

25.6%

30.8%

34.8%

34.3%

32.8%

31.0%

29.0%

ROE

-16.6%

3.1%

49.6%

65.8%

64.7%

61.9%

53.6%

46.5%

41.0%

36.4%

Revenue

Margins (%)

Ratios

Debt/Equity
Price /Earnings Ratio

0.9x

0.9x

0.6x

0.4x

0.2x

0.1x

0.1x

0.1x

0.0x

0.0x

423.91

25.54

12.89

7.91

5.01

3.58

2.68

2.08

1.66

1.38

Exhibit 24: Financial
Summary

High Bracket Estimates

Year Ending Dec

2016E

2017E

2018E

2019E

2020E

2021E

2022E

2023E

2024E

2025E

Revenue (€ ‘000)

5,864

9,505

14,937

22,301

31,463

42,638

53,490

65,291

78,177

92,133

Operating Profit (€ ‘000)

(174)

169

863

1,985

3,722

5,845

8,026

10,554

13,458

16,729

Net Income (€ ‘000)

(219)

112

798

1,384

2,438

3,860

5,325

7,030

8,994

11,212

EPS

(0.02)

0.01

0.06

0.11

0.20

0.31

0.43

0.57

0.73

0.91

Growth rates (%)

63.5%

62.1%

57.1%

49.3%

41.1%

35.5%

25.5%

22.1%

19.7%

17.9%

Operating Profit

NM

NM

411.0%

130.2%

87.5%

57.0%

37.3%

31.5%

27.5%

24.3%

Net Income

NM

NM

615.5%

73.4%

76.1%

58.3%

38.0%

32.0%

27.9%

24.7%

EPS

NM

NM

615.5%

73.4%

76.1%

58.3%

38.0%

32.0%

27.9%

24.7%

Gross Margins

28.0%

29.3%

30.5%

31.8%

33.0%

33.5%

34.0%

34.5%

35.0%

35.5%

Operating Profit Margin

(3.0%)

1.8%

5.8%

8.9%

11.8%

13.7%

15.0%

16.2%

17.2%

18.2%

Net Profit Margin

(3.7%)

1.2%

5.3%

6.2%

7.7%

9.1%

10.0%

10.8%

11.5%

12.2%

ROA

-6.1%

3.1%

19.9%

26.5%

34.0%

37.6%

35.7%

33.5%

31.2%

29.0%

ROE

-14.8%

8.8%

58.2%

63.8%

68.6%

64.4%

54.0%

46.3%

40.5%

35.9%

0.9x

0.8x

0.5x

0.3x

0.2x

0.1x

0.1x

0.1x

0.0x

0.0x

144.60

20.21

11.65

6.62

4.18

3.03

2.29

1.79

1.44

1.20

Revenue

Margins (%)

Ratios

Debt/Equity
Price /Earnings Ratio
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8.2 Drone Volt’s Balance Sheet Forecast
Exhibit 25:
Consolidated
Balance Sheet
Year Ending-Dec

All figures in € ‘000, unless stated differently

Low Bracket estimates

2016E

2017E

2018E

2019E

2020E

2021E

2022E

2023E

2024E

2025E

2,577

2,694

3,532

5,168

7,679

11,484

16,587

23,240

31,684

42,143

Total non-current
assets

992

1,179

1,354

1,460

1,560

1,656

1,736

1,812

1,883

1,950

TOTAL ASSETS

3,569

3,872

4,887

6,628

9,238

13,140

18,324

25,052

33,567

44,093

1,214

1,479

1,862

2,351

2,921

3,604

4,280

4,996

5,757

6,558

1,121

1,121

1,121

1,121

1,121

1,121

1,121

1,121

1,121

1,121

2,335

2,600

2,982

3,472

4,042

4,725

5,401

6,117

6,877

7,679

1,234

1,272

1,904

3,156

5,197

8,415

12,922

18,935

26,690

36,414

3,569

3,872

4,887

6,628

9,238

13,140

18,324

25,052

33,567

44,093

Total current assets

Total current
liabilities
Total non-current
liabilities
TOTAL
LIABILITIES
Total shareholder's
equity
TOTAL
LIABILITIES &
EQUITY

Exhibit 26:
Consolidated
Balance Sheet

All figures in € ‘000, unless stated differently

High Bracket estimates

2016E

2017E

2018E

2019E

2020E

2021E

2022E

2023E

2024E

2025E

Total current assets
Total non-current
assets

2,618

2,830

3,874

5,704

8,700

13,272

19,273

27,028

36,802

48,844

992

1,179

1,354

1,460

1,560

1,656

1,736

1,812

1,883

1,950

TOTAL ASSETS

3,610

4,009

5,228

7,164

10,260

14,928

21,010

28,840

38,684

50,793

1,229

1,516

1,937

2,488

3,146

3,955

4,711

5,512

6,363

7,259

1,121

1,121

1,121

1,121

1,121

1,121

1,121

1,121

1,121

1,121

2,350

2,636

3,057

3,608

4,267

5,075

5,832

6,633

7,483

8,380

1,261

1,372

2,171

3,555

5,993

9,853

15,178

22,207

31,201

42,413

3,610

4,009

5,228

7,164

10,260

14,928

21,010

28,840

38,684

50,793

Year Ending-Dec

Total current
liabilities
Total non-current
liabilities
TOTAL
LIABILITIES
Total shareholder's
equity
TOTAL
LIABILITIES &
EQUITY
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to read the Information on Arrowhead Methodology
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Arrowhead Due Diligence and Arrowhead Fair Value
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information and within their decision making process.
Past performance of securities described directly or
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indication or guarantee of future results. The price,
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home currency, a change in exchange rates may
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