Case 2:25-cv-00646-TS-JCB  Document 1

Christina M. Jepson (Utah Bar No. 7301)
Corey J. Hunter (Utah Bar No. 18964)
PARSONS BEHLE & LATIMER

201 South Main Street, Suite 1800

Salt Lake City, Utah 84111

Tel: (801) 532-1234

Fax: (801) 536-6111
Clepson@parsonsbehle.com
CHunter@parsonsbehle.com

Adam R. Rosenthal (Pro Hac Vice pending)

Filed 08/04/25 PagelD.1 Page 1of 71

SHEPPARD MULLIN RICHTER & HAMPTON LLP

12275 El Camino Real, Suite 100
San Diego, CA 92130

Tel: (858) 720-8900

Fax: (858) 509-3691
arosenthal@sheppardmullin.com

Victoria W. Hubona (Pro Hac Vice pending)

SHEPPARD MULLIN RICHTER & HAMPTON LLP

321 N. Clark Street, 32nd Floor
Chicago, Illinois 60654

Tel: (312) 499-6300

Fax: (313) 499-6301
vhubona@sheppardmullin.com

Attorneys for Plaintiffs

IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF UTAH, CENTRAL DIVISION

RED CAT HOLDINGS, INC. and TEAL
DRONES, INC,,

Plaintiffs,

VS.

GEORGE MATUS and VECTOR DEFENSE
INC,,

Defendants.

VERIFIED COMPLAINT
Case No. 2:25-cv-646

Judge:
Magistrate Judge:

JURY DEMANDED




Case 2:25-cv-00646-TS-JCB  Document 1  Filed 08/04/25 PagelD.2 Page 2 of 71

Plaintiffs Red Cat Holdings, Inc. (“Red Cat) and Teal Drones, Inc. (“Teal”) (together, “Red
Cat/Teal” or “Plaintiffs”) for their Verified Complaint against Defendants George Matus (“Matus”)

and Vector Defense, Inc. (“Vector”) (together, “Defendants’) state as follows:

INTRODUCTION

1. With the war in Ukraine showing the world that, on the modern battlefield, drones
are increasingly replacing machine guns in determining the outcome of armed conflicts, and with
drone companies competing for long-term and lucrative U.S. Department of Defense (“DoD”)
contracts to equip our warfighters, along with our allies, with the most advanced and durable U.S.
designed and made drones, Matus hatched a plan to illegally compete and sabotage his former
employer Red Cat/Teal. Before his illegal plan unraveled, Matus implemented this plan with
calculated precision, believing that through lies, sabotage, and subterfuge, he and his co-founders
at Vector could outmaneuver Red Cat/Teal.

2. First, he covertly founded and joined a competitive business, Vector, while serving
as Red Cat’s Chief Technology Officer (“CTO”) and the Chief Executive Officer (“CEQO”) of Red
Cat’s biggest subsidiary, Teal. Second, he spent approximately the last eight (8) months as an
executive at Red Cat/Teal sabotaging his employer’s business deals and operations, while at the
same time, forming relationships on behalf of Vector. Next, when he announced he was leaving
Red Cat/Teal to join Vector, in order to avoid raising concerns regarding his enforceable restrictive
covenants/non-compete obligations, he intentionally misrepresented Vector’s business and plans,
telling Red Cat/Teal that Vector was not a competitor in the drone space but would, in fact, become
a Red Cat/Teal customer, purchasing Red Cat/Teal’s drones as part of the “warfare-as-a-service”
model it was going to market and sell to the military. Then, he and Vector spent months soliciting

Red Cat/Teal employees away in waves and likely mining Red Cat/Teal’s trade secret, proprietary,
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and confidential information to help design, build, and market Vector’s own drone - the design,
development, and manufacture of which were intentionally kept secret by Matus and Vector to
prevent Red Cat from exercising its rights to enforce a valid non-compete clause in Matus’s
employment agreement with Red Cat. Finally, Matus’s and Vector’s conspiracy to cause
significant harm to Red Cat/Teal became clear when, on July 11, 2025, during an interview on the
Fox News Channel discussing Defense Secretary Pete Hegseth’s announcement that President
Donald Trump and the DoD are issuing a mandate to provide American warfighters with the most
technologically advanced drone technology and systems in the world, a Vector advisor publicly
revealed on national television that Vector had designed and built its own drone.! Red Cat/Teal
were blindsided when they learned for the first time that Vector was a competitor in the drone
industry, as they had relied in good faith on Matus’s repeated representations that Vector would
not be designing, manufacturing, and selling its own drones.

3. Red Cat is a holding company that owns several drone technology subsidiaries,
including Teal, all focused on developing, manufacturing, and deploying a variety of different
drones for use by the U.S. military and its allies in training and on the battlefield. Since its
founding in 2016, Red Cat has invested over $22 million in researching and developing drone
technologies, including proprietary developments in advanced software, hardware, aeronautics,

optical/cameras, flight controls, and communication systems.?

! (See Drone expert praises Sec. Hegseth’s move to boost U.S. military: ‘Finally,” FOX NEWS (July
11, 2025), https://www.foxnews.com/video/6375545041112).

2 (See Red Cat Holdings, Inc. Form 10-Q for Fiscal Quarter Ended March 31, 2025 (2025),
https://'www.sec. gov/ix?doc=/Archives/edgar/data/0000748268/000164117225010350/form10-
q.htm; Red Cat Holdings, Inc. Form 10-Q for Fiscal Quarter Ended October 31, 2024 (2024),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479524000344/rcat1216f
orm10q.htm; Red Cat Holdings, Inc. Form 10-Q for Fiscal Quarter Ended July 31, 2024 (2024),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479524000238/rcat0923f
orm10qg.htm; Red Cat Holdings, Inc. Form 10-K for Fiscal Year Ended April 30, 2024 (2024),
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4. Matus founded Teal in 2014. He remained Teal’s CEO throughout the fall of
2021, when he sold his company to Red Cat for approximately $10 million. As part of the
acquisition, Matus remained Teal’s CEO - though, now as an employee of Red Cat. At the time
of the acquisition, Matus described Teal’s business and the synergies with Red Cat as follows:
“Teal’s prime directives since the beginning were simple: Rebuild the American drone industrial
base and accelerate the global adoption of drones across Enterprise and Defense markets. This
acquisition represents the best way Teal will fulfill its mission, leveraging Red Cat’s expertise and
resources to deploy the best unmanned systems in the world, giving superhuman capabilities to
commercial operators and military warfighters alike.””

5. As Red Cat rapidly began expanding its investments, research, and development
into other drone businesses, in late 2023, Red Cat elevated Matus to the role of CTO for the holding
company. As Red Cat’s CTO, Matus was responsible for, infer alia, leading Red Cat’s technical
developments in the drone industry and helping Red Cat/Teal forge strategic partnerships with
other military drone companies, including those based in allied countries, to drive Red Cat/Teal’s
market share, revenue, and profile as leading military drone contractors.

6. Given his CEO/CTO roles and position as an officer of Red Cat, Matus had access
to, and was actively involved in developing, Red Cat’s and Red Cat’s subsidiaries’ most coveted

trade secrets and proprietary and confidential information. This information spanned Red Cat’s

and Red Cat’s subsidiaries’ (a) business information, along with confidential plans related to the

https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479524000195/rcat0808f
orm10k.htm; Red Cat Holdings, Inc. Form 10-K for Fiscal Year Ended April 30, 2022 (2022),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479522000255/rcat0727f
orm10k.htm; Red Cat Holdings, Inc. Form 10-K for Fiscal Year Ended April 30, 2020 (2020),
https://www.sec.gov/Archives/edgar/data/748268/000155479520000206/rcat0 811form10k.htm).

3 (Press Release, Red Cat Holdings Closes Acquisition of Teal Drones (Sept. 1, 2021),
https://ir.redcatholdings.com/news-events/press-releases/detail/37/red-cat-holdings-closes-
acquisition-of-teal-drones).
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design, development, manufacturing, marketing, and sales of drones to the U.S. government and
U.S. allies; (b) strategic initiatives, business opportunities, and relationships with important
partners in the drone industry; and (c) confidential information related to Red Cat’s employees.

7. Armed with Red Cat/Teal’s most sensitive and lucrative information, Matus co-
founded and joined Vector as early as April 2024 (upon information and belief), while still serving
as Red Cat’s CTO and Teal’s CEO. Matus knew Red Cat/Teal would immediately move to enjoin
him and Vector from illegally competing with Red Cat/Teal during his promised one-year non-
compete period if he and his co-founders publicly announced that Vector would enter into the
drone business. To avoid this, Matus and Vector hatched a joint scheme to lull Red Cat/Teal into
believing that Matus and Vector had no intention of designing, building, and selling their own
drones, but would instead exclusively purchase drones, including drones specifically from Red
Cat/Teal, and then use those third-party drones as part of Vector’s service offerings to the U.S.
military.

8. For example, in May 2024 (around when, as Red Cat/Teal understand it, Matus
joined Vector as a co-founder despite still working for Red Cat/Teal), Matus introduced Vector to
other Red Cat employees when he invited three (3) of Vector’s other co-founders to Red Cat/Teal’s
office and manufacturing facility in Salt Lake City, Utah. In an apparent effort to keep his personal
affiliation with Vector a secret, Matus framed Vector’s visit as a potential business opportunity for
Red Cat/Teal. During the visit, the three (3) other Vector co-founders told Red Cat employees that
Vector would not be competing in the drone space, as the new company would rather offer
“warfare-as-a-service” and partner with Red Cat/Teal to purchase drones. Red Cat/Teal now
suspect that Matus invited his Vector co-founders to Red Cat/Teal’s facilities to give them an

opportunity to obtain first-hand business intelligence by observing Red Cat/Teal’s processes, while
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at the same time, laying the groundwork for Matus’s and Vector’s fabricated narrative that Vector
would not be competing in the drone space.

0. Based on Matus’s conduct during the remainder of his Red Cat employment, among
other things, Red Cat/Teal now believe that as the summer of 2024 approached, Matus and Vector
conspired to cause significant damage to Red Cat/Teal’s business.

10. Red Cat/Teal tasked Matus to be the main point of contact and lead the negotiations
on a significant and highly lucrative partnership with Orqga Ltd. (“Orqa”) - a best-in-class Croatian-
based drone company that was in the midst of negotiating with Red Cat/Teal to form a key strategic
business partnership to collaborate on selling First-Person View (“FPV”) drones to the DoD.
Despite a majority of the terms of the ultimate deal having already been agreed upon, the deal
suddenly collapsed. Matus, upon whom Red Cat/Teal relied for communications from Orqa, was
unable to articulate a reason why the deal died. Nor did he provide a clear explanation as to what,
if anything, he did to try and salvage the deal. Unbeknownst to Red Cat/Teal at the time, Matus,
without permission and in violation of his fiduciary duties, made representations to Orqa as Red
Cat/Teal’s representative that rendered Red Cat/Teal’s primary leverage in the deal worthless.

11.  Based on this and information that has come to light since, Red Cat/Teal believe
Matus sabotaged the Orqa deal because, inter alia, he did not want Orga to enter into an exclusive
long-term relationship with Red Cat/Teal nor for Red Cat/Teal to advance their design,
development, manufacture, and sale of FPV drones. Red Cat/Teal have come to learn that Vector,
in fact, has attempted to engage in a relationship with Orqa, likely with Matus’s help.

12. At the time of his departure from Red Cat, Matus also misrepresented his and
Vector’s plans to directly compete in the drone space. In December of 2024, as he was leaving

Red Cat/Teal, Matus told several Red Cat/Teal employees and executives that Vector had no
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intention to design, develop, market, and/or sell military drones, and that he (as Vector’s CTO),
looked forward to partnering with Red Cat/Teal in the future as a customer. Based on Matus’s
(false) representations, the esteem in which Red Cat/Teal’s leaders had for Matus, and his
obligations pursuant to an Executive Employment Agreement, infra, Red Cat/Teal had no cause
for concern. However, as has now been made clear, Plaintiffs believe Matus and Vector knowingly
lulled Red Cat/Teal into a false sense of security, which they exploited for their pecuniary benefit.

13. To accelerate the process and unlawfully compete with Red Cat/Teal, Matus and
Vector undoubtedly capitalized on Matus’s intimate familiarity with Red Cat/Teal’s business plans
and operations along with the design, development, and the trial and error processes that Red
Cat/Teal had no choice but to work through in order to bring military-grade drones to market. By
unlawfully competing with Red Cat/Teal, Matus and Vector have improperly benefited from the
millions of dollars in research and development that Red Cat/Teal have spent designing,
developing, testing, marketing, and selling military-grade drones.

14. On July 11, 2025, Vector publicly announced its drone, “Hammer,” for the first
time while discussing the U.S.’s push for military drone dominance on Fox News Channel.* In so
doing, Vector revealed that Matus had lied to Red Cat/Teal all along and was, indeed,
manufacturing drones and competing against Red Cat/Teal in violation of his contractual
obligations. Vector followed-up the July 11, 2025 announcement with a press release dated July
29, 2025, introducing Hammer as a military drone that is “purpose-built for the warfighter and
manufactured to strict quality and reliability standards,” that was, “[e]ngineered and manufactured

by Vector’s world-class team, [and] will be produced at the company’s cutting-edge manufacturing

% (See Drone expert praises Sec. Hegseth’s move to boost U.S. military: ‘Finally,” FOX NEWS (July
11, 2025), https://www.foxnews.com/video/6375545041112).
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facility in Utah.”> The press release goes on to state that, “Hammer is designed for large-scale
manufacturing and Vector is set to build tens of thousands to meet the demands of modern warfare”
- yet further proof that Matus and Vector are direct competitors with Red Cat in the drone industry.¢

15. Despite requests that Matus and Vector immediately terminate their unlawful
conduct, Defendants refuse to honor their legal obligations and Matus’s contractual obligations, as
they continue to pursue their illegal scheme. Unless enjoined, Matus and Vector will continue to
use and disclose Red Cat/Teal’s trade secret, proprietary, and confidential information for their
sole benefit and to Red Cat/Teal’s detriment. Matus’s roles at Vector as a co-founder and CTO
(the same position he held at Red Cat/Teal), make clear Matus cannot help but exploit Red
Cat/Teal’s protected information, customer, client, business, and employee relationships,
goodwill, innovation, and investment. Matus’s and Vector’s unlawful activities must be enjoined.

16.  Plaintiffs have suffered and continue to suffer significant damages and irreparable
harm as a result of Defendants’ actions.

PARTIES

17. Red Cat Holdings, Inc. is a Nevada corporation with its principal place of business
in San Juan, Puerto Rico.

18. Teal Drones, Inc. is a Delaware corporation with its principal place of business in
Salt Lake City, Utah.

19. George Matus is an individual who resides in Utah. Matus is a citizen of Utah.

3 (Vector Launches The Hammer FPV — The First-To-Market FPV With Fiber Optic Integration,
BARCHART (July 29, 2025), https://www.barchart.com/story/news/33722910/vector-launches-the-
hammer-fpv-the-first-to-market-fpv-with-fiber-optic-integration).

6 (d.).
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20. Vector Defense, Inc. is a Delaware corporation with its principal place of business
in Draper, Utah.

JURISDICTION AND VENUE

21. Jurisdiction is proper in this District pursuant to 28 U.S.C. § 1331.

22. There is federal question jurisdiction under the federal Defend Trade Secrets Act
(“DTSA”), 18 U.S.C. § 1836, et seq., and the Computer Fraud and Abuse Act (“CFAA”), 18
U.S.C. § 1030, et seq.

23. Venue is proper in this District under 28 U.S.C. § 1391, et seq., because Matus
entered into a contract directly connected to Utah, and because Matus’s breach of his contractual
duties, breach of his fiduciary duty of loyalty, and fraudulent misrepresentation as well as Matus’s
and Vector’s misappropriation of Red Cat/Teal’s trade secrets occurred primarily in Utah, and the
resulting harm of which was principally felt by Red Cat/Teal in Utah.

GENERAL ALLEGATIONS

I Red Cat’s Acquisition of Teal

24.  Founded in 2016, Red Cat is a drone technology holding company, that on its own
and through its various subsidiaries including Teal, develops, designs, manufactures, markets, and
sells drones for military, government, and commercial operations. At all times relevant to this
dispute, Red Cat/Teal have invested millions of dollars designing and developing a variety of
drones under their ARACHNID™ family of drone systems, including FANG™ (an FPV drone),
Teal 1, Teal 2, and Black Widow™ (Short-Range Reconnaissance (“SRR”) drones), and
TRICHON™ (Medium-Range Reconnaissance (“MRR”) drones). Additionally, as part of Red
Cat’s September 2024 acquisition of FlightWave Aerospace Systems Corporation (“FlightWave”),

Red Cat also designs, markets, and sells vertical takeoff and landing (“VTOL”) drones.
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25. In 2014, Matus, a high school student at the time, founded and served as the CEO
of Teal Drones. Initially, Teal focused on designing, manufacturing, and selling consumer drones.

26. Seeing the potential in Matus and Teal’s drone offerings at the time, Red Cat
worked to acquire Teal to operate under its umbrella.

27. In July 2021, Red Cat and Teal entered into an acquisition agreement. Red Cat
acquired Teal, including, inter alia, its goodwill and intellectual property, from Matus in exchange
for good and valuable consideration.

28. The acquisition agreement was finalized in August 2021, with a total purchase price
of approximately $10,000,000. As a condition of the acquisition, Red Cat and Matus entered into
a September 1, 2021 employment agreement, through which Red Cat employed Matus as Teal’s
CEO.

29.  Pursuant to his September 1, 2021 employment agreement with Red Cat, Matus
agreed to keep confidential certain Red Cat/Teal information not publicly known.

II. Matus’s Role at Red Cat/Teal

30.  Following Red Cat’s acquisition of Teal, Red Cat employed Matus to continue to
spearhead Teal’s critical initiatives, drone design, and problem-solving efforts, now with the
backing of Red Cat’s resources, connections, and position within the market.

31. Teal acts in concert with Red Cat, and Red Cat represents and acts on behalf of
Teal.

32.  Matus’s work for Red Cat/Teal was primarily grounded at Teal’s Salt Lake City,
Utah facilities, though he also traveled and conducted business across the U.S. and globally on
behalf of Red Cat/Teal.

33.  Even after the acquisition, Matus continued to be the “face” of Teal drones. Red

10
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Cat deployed Matus to form and build strategic relationships on behalf of Red Cat/Teal within the
industry, and in particular among their core customer base in the DoD and various branches of the
military. Using Red Cat’s resources, Matus identified, met with, and fostered connections with
individuals, entities, and organizations to help Red Cat/Teal (a) grow and expand Red Cat/Teal’s
business, (b) gain market intelligence on competing drone companies in the U.S. and across the
globe, (c) obtain first-hand information directly from customers and potential customers on how
to best position Red Cat/Teal to obtain lucrative military contracts, and (d) offer competitive
products, solutions, and services, all in an effort to advance Red Cat/Teal’s standing and gain a
competitive edge in the market.

34, Matus was also at the forefront of Red Cat/Teal’s design, development, and
production of advanced military-grade drones. He worked directly with Red Cat/Teal engineers
to understand and work through drone capabilities, necessities, and weaknesses, including as they
relate to aeronautics, electrical systems, communications, and design features. Matus was not just
a figurehead with a rudimentary understanding of drones - he was intimately involved and familiar
with how Red Cat/Teal’s drones were designed and built. Matus participated in and understood
Red Cat/Teal’s methods and choices made to optimize the performance of their drones and to
reduce the costs of their drones’ design and manufacture. Matus directly engaged with Red
Cat/Teal’s engineers to work through deficiencies and quality control issues in Red Cat/Teal’s
drones, to identify areas of design improvement, and to formulate solutions for the same.

35. As Red Cat rapidly began expanding its investments, research, and development
into other drone businesses, in December 2023, Red Cat promoted Matus to the role of Chief
Technology Officer (“CTO”) of Red Cat. In this role, Matus was responsible for overseeing all of

the technological elements of Red Cat’s entire drone operation expanding across Red Cat’s

11
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subsidiaries, including the design, development, manufacturing, marketing, and sales of said
drones.

36. Matus simultaneously served as the CTO of Red Cat and as the CEO of Teal. At
all relevant times, he was a fiduciary to Red Cat/Teal.

37. In addition to his Teal CEO duties and other Red Cat CTO responsibilities, Matus’s
Red Cat CTO position also required him to strategically align Red Cat, its different business arms
and subsidiaries, and all of Red Cat’s offerings with key market initiatives. For example, Matus
worked on behalf of Red Cat to source, locate, and negotiate mergers and acquisitions benefitting
Red Cat’s goals, plans, and footing in the competitive drone marketplace.

38.  Red Cat trusted Matus as one of its key business strategists, both from a product
perspective and a growth perspective. Matus was one of the few individuals whom Red Cat
provided with the autonomy to identify and map out advantageous objectives on behalf of Red
Cat/Teal and, subsequently, take the steps necessary to achieve such objectives.

39.  Matus was responsible for helping Red Cat/Teal forge strategic partnerships with
other drone companies, including those based in allied countries, to drive Red Cat/Teal’s market
share, revenue, and profile as leading military drone contractors.

40. In order to perform his CTO role, Red Cat educated Matus on and exposed him to,
among other things, its and its subsidiaries’ business dealings, market plans, strategic initiatives,
financials, weaknesses, growth blueprint, and future projects. Matus understood the sensitive,
granular details of Red Cat’s business and plans in order to serve as one of its primary
representatives in the market.

41.  Matus also maintained his deep understanding of Teal’s business, offerings, and

development plans. This was necessary to fulfill his Teal CEO duties, promote Red Cat/Teal, form

12
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relationships on Red Cat/Teal’s behalf, and market Red Cat/Teal’s offerings.
III. Matus’s Employment Agreement

42. Matus held a critical role in Red Cat’s business. Red Cat planned for Matus to help
grow and build the business into the future. Based on these considerations and in recognition of
his December 2023 promotion to CTO of Red Cat, Red Cat presented Matus with, and Matus
executed, an Executive Employment Agreement (the “Agreement”).’

43. Through the Agreement, Red Cat promised Matus, among other things, continued
and at least two (2) years of guaranteed employment, a nearly $50,000 salary raise, annual bonus
eligibility, an award of 600,000 time-based Red Cat stock units, and access to Red Cat/Teal’s trade
secret, proprietary, and confidential information.®

44.  Immediately following Matus’s execution of the Agreement, Red Cat increased
Matus’s salary as promised from approximately $183,000 to $230,000, and granted him 150,000
of the 600,000 time-based Red Cat stock units.

45.  In exchange for the valuable consideration provided by Red Cat, Matus vowed to
devote all of his “business time and best efforts” to perform his duties for Red Cat/Teal.’

46. Matus also promised to comply with certain protective covenants, including non-
compete, non-solicitation, and non-disclosure clauses.

47. Matus’s promises to comply with the protective covenants and his actual
compliance with the protective covenants was and is necessary to protect Red Cat from harm,
including harm to Red Cat’s and Red Cat’s subsidiaries’ customer, client, business, and employee

relationships, goodwill and investments, and competitive edge in the specialized military drone

7 (See Ex. A, Executive Employment Agreement).
8 (See id. at 9 2, 4-5).
’(Id. atq1).

13
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48. In regard to his promises not to compete, Matus agreed to refrain from certain

separation of employment. In particular, Matus agreed to the following:

Non-Compete Clause: The Executive agrees that during the Employment Period
and for a period of twelve (12) months immediately following the Termination
Date, regardless of the cause of termination, the Executive shall not directly or
indirectly engage in any business activity which is similar to the business of the
Company within the same city, county, state or other defined geographical
area recognized by the Company in which the Executive provided services for the
Company, so long as the Company continues to carry on such business in the city,
county, state or other defined geographical area.'”

49.  Matus further promised not to solicit business or employees from Red Cat/Teal by

agreeing to the following:

confidential information. In pertinent part, as it relates to Matus’s non-disclosure obligations, the

Non-Solicitation Clause: For a period of twelve (12) months after the Termination
Date, the Executive shall not directly or indirectly solicit business from, or attempt
to sell, license, or provide the same or similar products or services as are now
provided to, any customer or client of the Company who was a customer or client
of the Company at any time during the Executive’s employment with the Company.
Further, the Executive shall not solicit, entice, or induce any employee of the
Company to leave their employment during the same period.!!

50. Additionally, Matus agreed not to disclose and/or use any of Red Cat/Teal’s

Agreement provides:

Confidential Information and Company Property.

(a) Executive recognizes, acknowledges and agrees that Executive has had and will
continue to have access to secret and confidential information regarding the
Company and Company, its subsidiaries and their respective businesses
(“Confidential Information”), including but not limited to, its products, methods,
formulas, software code, patents, sources of supply, customer dealings, data, know-
how, trade secrets and business plans, provided such information is not in or does
not hereafter become part of the public domain, or become known to others through

10(Id. at q 14 (emphasis added)).

" 1d).

14
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no fault of the Executive. The Executive acknowledges that such information is of
great value to the Company and Company, is the sole property of the Company,
and has been and will be acquired by Executive in confidence. In consideration of
the obligations undertaken by the Company herein, the Executive will not, at any
time, during or after employment hereunder, reveal, divulge, or make known to any
person, any information acquired by the Executive during the course of
employment, which is treated as confidential by the Company, and not otherwise
in the public domain. The provisions of this Section 12 shall survive the termination
of the Executive’s employment for any reason.

Non-Disclosure Agreement (NDA): The Executive shall not, during or at any time
after the Termination Date, disclose any confidential information or proprietary
data to any person or entity. This includes, but is not limited to, client lists, trade
secrets, business operations, internal processes, and other Confidential Information
as defined in 12(a) above. This does not include any information or data that has
become part of the public domain and is neither confidential nor proprietary at the
time of disclosure through no fault of the Executive. The obligations set forth in
this clause shall survive the termination of employment and continue indefinitely.!?

51.  Matus promised that upon the separation of his employment from Red Cat, he

would provide Red Cat “any and all originals and copies, including those in electronic or digital

formats, of Confidential Information.”!?

52. Matus further represented:

(d) Executive is aware that all Company property, including physical property,
documents, and Confidential Information that Executive receives or creates during
employment with the Company, belongs to the Company. Executive understands
and agrees that Executive has a duty and a responsibility to return all such property
upon the Termination Date. Executive therefore agrees that, pursuant to that duty,
upon the Termination Date, or at any other time upon the Company’s request,
Executive will promptly deliver to the Company all such property, documents, and
Confidential Information.'*

53.  Red Cat and Matus agreed the Agreement would be governed by Utah law, and

2(1d. at 99 12, 14).
B(Id. atq12).
4 d).

15
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they consented to the exclusive jurisdiction of Utah’s state and federal courts.!?

54. Red Cat and Matus also acknowledged the prevailing party in any dispute arising
out of the Agreement would be entitled to its or his reasonable attorneys’ fees and costs.'®
IV.  Red Cat/Teal’s Confidential Information and Trade Secrets

55. Red Cat’s trade secret, proprietary, and confidential information covers different
categories of its and its subsidiaries’, including Teal’s, data, information, and work product. Red
Cat owns and obtains significant value from its and its subsidiaries’ trade secret, proprietary, and
confidential information.

56.  Red Cat derives significant value from its and its subsidiaries’ confidential and
trade secret business information and plans, which include its, Teal’s, and other Red Cat
subsidiaries’: budgets, forecasts, market strategies, bidding information, contract considerations,
investment methods, contemplated and planned product offerings, funding, division of resources,
and growth methods and plans. This information serves as the blueprint and guide for Red Cat’s
and Red Cat’s subsidiaries’ future initiatives, resource allocation, and contract application and/or
bidding.

57.  Red Cat’s and Red Cat’s subsidiaries’ business information and plans are not easily
nor readily ascertainable. Red Cat has acquired and developed this information through significant
financial investment and hours of labor. Only Red Cat’s key employees, namely Red Cat’s and
Red Cat’s subsidiaries’ C-suite executives, including Matus, and those necessary to execute Red
Cat’s plans, have insight or exposure into these business plans. No individual outside of Red Cat

or its subsidiaries could easily acquire or duplicate this business information.

15 (Id. at § 16(g)).
16.(1d.).
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58. Red Cat also dedicates serious capital and sweat equity into locating and developing
strategic initiatives, business opportunities, and partners for it and its subsidiaries. This includes
identifying, researching into, and assessing potential business opportunities, acquisitions, and
partnerships. For example, Red Cat funds its and its subsidiaries’ high-level executives and
representatives to attend conferences and conventions to network and identify beneficial business
partnerships with other entities based on Red Cat’s and Red Cat’s subsidiaries’ business plans,
capabilities, and offerings. Once a potentially beneficial business partnership is identified, Red
Cat deploys its and its subsidiaries’ representatives to engage in a months-long process of
performing due diligence into the entity, meeting and engaging with the entity to learn its needs,
pain points, weaknesses, strengths, and capabilities, while at the same time assessing the benefits
and drawbacks to Red Cat and its subsidiaries, and ultimately negotiating a business contract with
the entity (as applicable). These business partnerships shape Red Cat’s and Red Cat’s subsidiaries’
plans, strategies, and leverage in the market. This information is not available to the public and is
only held by Red Cat’s and Red Cat’s subsidiaries’ top executives and representatives.

59. Red Cat’s and Red Cat’s subsidiaries’ strategic initiatives, business opportunities,
and partners are generally not public knowledge until final execution or agreement and public
disclosure of the same. Even then, Red Cat keeps secret its and its subsidiaries’ assessment and
the information developed and acquired throughout the course of it identifying and evaluating
strategic initiatives, business opportunities, and partners. Only Red Cat’s and Red Cat’s
subsidiaries’ high-level executives, including Matus, and representatives have insight or exposure
to Red Cat’s and Red Cat’s subsidiaries’ assessment and the information Red Cat and its
subsidiaries develop and acquire regarding strategic initiatives, business opportunities, and

partners. It is near impossible for any individual outside of Red Cat or its subsidiaries to acquire
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or duplicate their assessments and the information developed and acquired throughout the course
of them identifying and evaluating strategic initiatives, business opportunities, and partners.

60. Red Cat further relies on its and its subsidiaries’ confidential and trade secret drone
design and development to remain competitive within the industry. Matus was involved with and
had an intimate understanding of Red Cat’s and Red Cat’s subsidiaries’ confidential and trade
secret drone design and development. Red Cat has invested significant labor, expense, and
resources in its and its subsidiaries’ design, planning, and development of drones. As just one
example, this is exhibited by its multi-million-dollar acquisition of Teal. Red Cat has endured
countless hours of trial and error to determine the designs, partnerships, product and component
sourcing, manufacture, enhancements, and component combination to increase the competitive
value of its and its subsidiaries’ drones.

61. In particular, Red Cat has poured significant research and development resources
into identifying the ideal marriage of its and its subsidiaries’ drone components. To illustrate, as
it relates to contracts for DoD-sponsored drones for which Red Cat and its subsidiaries compete,
Red Cat has dedicated considerable time and financial capital into its and its subsidiaries’ drones
to locate and source DoD-approved drone components, build prototype drones with such
components, test the prototype drones, identify deficiencies and areas of improvement with the
prototype drones, identify different and/or additional DoD-approved drone components for testing,
rebuild the prototype drones, retest the prototype drones, and again work to identify deficiencies
and areas of improvement until the prototype drone is in its most ideal iteration.

62. This not only includes a cost and functionality analysis, but it covers an extensive
understanding of the pain points and factors that act as levers to form the optimal product. Each

component of a drone is not kept in a vacuum. Instead, these components work together and are
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impacted by one another when combined. For example, a sensor from one vendor may provide
unparalleled altitude measurement but increase the drone’s load. The increased load may decrease
flight performance to such an unfavorable degree that it leads Red Cat or its subsidiary to opt to
use a sensor from another vendor (despite not offering the same level of altitude measurement) to
better serve the purpose of the drone. Red Cat’s and Red Cat’s subsidiaries’ testing, results,
understanding of how different components combine, and knowledge of the shortcomings and
advantages of different combinations of components have armored Red Cat and its subsidiaries
with a competitive advantage new market entrants lack.

63.  Red Cat’s and Red Cat’s subsidiaries’ drone design and development are the heart
of Red Cat’s business. This information is not publicly available nor is it easily or readily
ascertainable. Red Cat’s and Red Cat’s subsidiaries’ drone design and development are key to
Red Cat’s competitive vitality, particularly where this information drives Red Cat’s ability for it
and its subsidiaries to bid or apply for different drone contracts. Such information would allow
any competitor to skip the line by foregoing grueling hours and financial investment poured into
trial and error. It is near impossible for a competitor to obtain this information without first going
through its own trial and error. Even attempts to reverse engineer a drone cannot produce the
information and understanding of why Red Cat and its subsidiaries designed it a certain way, the
benefits and drawbacks of the specific components used to build a drone, and Red Cat’s and Red
Cat’s subsidiaries’ understanding of certain combinations, components, and methods they will not
deploy in the future.

64. To date, Red Cat has spent approximately $22 million on its and its subsidiaries’
research and development, including researching and developing drone technologies such as

proprietary developments in advanced software, hardware, aeronautics, optical technologies and
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cameras, flight controls, and communication systems.!”

65. Red Cat protects its and its subsidiaries’ trade secret, proprietary, and confidential
information through numerous methods. For example, Red Cat requires new employees who work
for Red Cat directly or through one of its subsidiaries and who has access to its and/or its
subsidiaries’ confidential and trade secret information, to execute employment agreements through
which they agree to protect and keep confidential Red Cat’s and Red Cat’s subsidiaries’
confidential and trade secret information. Red Cat also requires its and its subsidiaries’
contractors, consultants, financial advisors, suppliers, and strategic partners to enter into
confidentiality agreements, as appropriate.

66.  Additionally, Red Cat and its subsidiaries are required to follow the U.S.
Government’s and the DoD’s protocols, policies, and procedures in storing and sharing sensitive
information concerning matters related to such organizations.

67.  Red Cat also password-protects all of its and its subsidiaries’ devices and systems,
including servers, software platforms, and cloud storage systems.

68.  Red Cat limits dissemination of its and its subsidiaries’ trade secret, proprietary,
and confidential information as necessary or on a need-to-know basis.

V. Red Cat/Teal’s Competition for SRR Tranche 1 and SRR Tranche 2

17 (See Red Cat Holdings, Inc. Form 10-Q for Fiscal Quarter Ended March 31, 2025 (2025),
https://www.sec. gov/ix?doc=/Archives/edgar/data/0000748268/000164117225010350/form10-
q.htm; Red Cat Holdings, Inc. Form 10-Q for Fiscal Quarter Ended October 31, 2024 (2024),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479524000344/rcat1216f
orm10q.htm; Red Cat Holdings, Inc. Form 10-Q for Fiscal Quarter Ended July 31, 2024 (2024),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479524000238/rcat0923f
orm10q.htm; Red Cat Holdings, Inc. Form 10-K for Fiscal Year Ended April 30, 2024 (2024),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479524000195/rcat0808f
orm10k.htm; Red Cat Holdings, Inc. Form 10-K for Fiscal Year Ended April 30, 2022 (2022),
https://www.sec.gov/ix?doc=/Archives/edgar/data/0000748268/000155479522000255/rcat0727f
orm10k.htm; Red Cat Holdings, Inc. Form 10-K for Fiscal Year Ended April 30, 2020 (2020),
https://www.sec.gov/Archives/edgar/data/748268/000155479520000206/rcat0 811form10k.htm).
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69. In or around November 2018, the U.S. Army announced its SRR Program. The
Army sought an inexpensive drone with vertical take-off and landing features that could provide
short-range reconnaissance capabilities. The DoD’s Defense Innovation Unit (“DIU”) posted a
Commercial Solutions Opening requesting interested entities to submit a solution brief detailing
their product or product concept. The DIU and the Army planned for the SRR Program to be
carried out in phases, beginning with SRR Tranche 1.

70. Teal applied for SRR Tranche 1. In April 2019, the DIU and the Army awarded
Teal a prototype contract. Following the prototype contract, Teal had nine (9) months to design a
military-grade drone to compete against five other companies’ drones at a final test event.

71. Teal developed and submitted a drone called the “Golden Eagle.”

72.  In February 2022, the DIU and the Army announced it selected another drone
company for the SRR Tranche 1’s initial production award.

73. Despite not being selected for SRR Tranche 1, the DIU added “Golden Eagle” to
its then-current Blue Unmanned Aircraft Systems (“UAS”) Cleared List.

74. The Blue UAS Cleared List identifies drones compliant with current law and policy
(including that all components are sourced from the United States and approved allied countries),
validated as cyber-secure, and certified for DoD purchase and operation.

75.  In 2021, while the DIU’s and the Army’s decision on SRR Tranche 1 remained
pending, the DIU and the Army began considering applicants for SRR Tranche 2.

76. SRR Tranche 2 sought drones similar to SRR Tranche 1, but with certain enhanced
capabilities. Specifically, SRR Tranche 2 focused on a small, rucksack-portable UAS to provide
Army infantry platoons (consisting of 20-50 soldiers) with situational awareness beyond the next

terrain.

21



Case 2:25-cv-00646-TS-JCB  Document 1  Filed 08/04/25 PagelD.22 Page 22 of
71

77. Subsequent to the announcement of SRR Tranche 2’s opening, Teal began planning
and designing its submission for SRR Tranche 2.

78. Following Red Cat’s acquisition of Teal in 2021, Matus, Geoff Hitchcock (Senior
Vice President of Sales for Red Cat at the time), and Red Cat/Teal engineers continued planning,
designing, and manufacturing Red Cat/Teal’s drone for SRR Tranche 2, which Red Cat/Teal called
the “Black Widow” ™,

79. After a September 2021 demonstration of Black Widow™ to DoD decisionmakers,
the DIU and the Army notified Red Cat/Teal that, out of the thirty-eight (38) entities to apply for
SRR Tranche 2, Black Widow™ had been selected as one of the few drones to advance to the
prototype phase of the SRR Tranche 2 program. The prototype phase carried with it $1.5 million
in research and development funding.

80. The value of the research and development funding associated with SRR Tranche
2 increased over time, eventually reaching approximately $5-6 million.

81. Throughout the course of competing for the SRR Tranche 2 contract, Matus,
Hitchcock, and the Red Cat/Teal engineers went through numerous cycles of the DIU and the
Army identifying specific technical requirements they desired the ideal drone to possess, Red
Cat/Teal redesigning, strategizing, testing, and problem-solving around their drone in order to meet
the DIU’s and the Army’s requirements, Red Cat/Teal presenting their drone to the DIU and the
Army, and the DIU and the Army subsequently eliminating certain contenders from the running
for the SRR Tranche 2 contract.

82. Currently, Red Cat/Teal are preparing for the third phase of the Army’s SRR
Program, “Next Generation SRR.” Next Generation SRR is expected to open within the next

approximately six (6) months.
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83. Red Cat/Teal also expect an uptick in requests for proposals to deliver U.S.-
manufactured lethal FPV drones for military use.

VI.  Red Cat/Teal’s Other Drones and Business Ventures

84. Teal specializes in intelligence, surveillance, and reconnaissance (“ISR”) drones.
In particular, its market-ready drones were developed for military and government purposes.

85. From concept to manufacture, it generally takes several months (if not over a year)
to develop a drone prototype intended for military and government purposes. This does not
account for the myriad additional months of research and development to test, redesign, and perfect
the drone.

86. “Teal 2” has been Red Cat/Teal’s flagship drone. Red Cat/Teal took Golden Eagle
and began to enhance and build upon its capabilities in order to design, develop, and manufacture
Teal 2 for more expansive use by the federal government.

87.  Teal 2 is used for SRR to serve as “eyes in the sky” for a warfighter or government
agent. It is small enough to be kept in a rucksack for quick deployment. Red Cat/Teal specifically
designed this drone for nighttime missions. Teal 2’s advanced imaging capabilities allow an
individual on the ground, operating the drone, to view images that would be otherwise unavailable
based on the exposure of the camera. To do this, Teal 2 utilizes electro-optical systems to collect
the light of an image and convert it into electrical signals for full visibility. Teal 2 is also equipped
with infrared thermal cameras to identify and track movement more easily.

88. Teal 2 is American-Made and Blue UAS certified, meaning it is on the Blue UAS

Cleared List of drones cleared for DoD purchase. As of the date this Verified Complaint is filed,
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Teal 2 is one of only twenty-seven (27) drones on the Blue UAS Cleared List.'8

89. Another one of Red Cat/Teal’s drones is Black Widow™. Red Cat/Teal designed,
developed, and manufactured Black Widow™ specifically in response to SRR Tranche 2.

90. Black Widow™ is a low-cost, SRR drone built for the frontline warfighter. It is
manufactured in the U.S. and features DoD-required specifications, including 3D mapping,
electronic frequency stepping, and visual odometry.

91.  As of the date this Verified Complaint is filed, Red Cat/Teal are undergoing the
Blue UAS clearance process for Black Widow™.

92. In addition to Teal 2 and Black Widow™, Matus also helped Red Cat/Teal develop
FPV drones.

93, In or around March 2024, Red Cat/Teal, with the help of Matus, began developing
an FPV, optionally-lethal drone that it called “FANG”™. FANG™ is intended to be used in
combination with ISR drones to deploy different capabilities, such as seek and destroy missions.
Through such missions, an ISR drone, like Teal 2, would be used to identify a target, and an FPV
drone, such as FANG™, would be used to attack the target. Around the time of its inception,

Matus appeared in a Red Cat video discussing FANG’s™ role for modern warfighting, explaining

19

99 ¢

that it is “low-cost,” “portable,” and “intended for precision strike.
94.  In or around the fall of 2024, FANG’s™ development suspended when Red

Cat/Teal’s business deal with Orqa collapsed following certain representations Matus made to

Orqa, as detailed infra. As a result of the Red Cat/Teal and Orqa partnership not proceeding, Red

18 (See Defense Innovation Unit, Blue UAS Cleared List, https://www.diu.mil/blue-uas-cleared-
list (last visited August 4, 2025)).

19 (Red Cat, ARACHNID, https://redcat.red/solutions/family-of-systems/ (last visited August 4,
2025)).
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Cat/Teal could no longer develop FANG™ using Orqga’s sophisticated, battlefield-tested hardware
and software as planned.

95. Despite this, in 2025, Red Cat/Teal began working, again, to develop an FPV drone
that will be marketed and sold to the military as FANG™,

96. Red Cat/Teal are handsomely positioned to develop a successful FPV drone for
military use. Red Cat/Teal have designed their SRR drones to operate in “Position” mode - one
of the most sophisticated modes in which a drone can operate. In Position mode, a drone uses a
global positioning system (“GPS”) and other sensors (such as vision sensors) to maintain the
drone’s position and altitude.

97. Most FPV drones utilize “Acro” mode, a less complicated method to maneuver a
drone’s orientation and movement.

98.  As Acro mode is a “building block” to Position mode, Red Cat/Teal possess the
foundation necessary to readily develop an FPV drone. And, of course, Red Cat/Teal have already
logged numerous hours developing FANG™.

99. Given their market position, history working with the DoD, and established
capabilities, Red Cat/Teal have a fast pass to FPV drone development where they have already
undertaken the research, development, and trial-and-error processes with SRR drones and already
understand the impacts of utilizing different combinations of components. This is clear based on
their current work on FANG™,

100. Following the collapse of the Orqa deal, Red Cat/Teal were forced to retool their
efforts to design and develop FANG™. Currently, to finalize FANG™, Red Cat/Teal need only
make final decisions on the drone’s features and specifications.

101.  Inthe coming months, Red Cat/Teal intend to bid and submit applications for DoD

25



Case 2:25-cv-00646-TS-JCB  Document 1  Filed 08/04/25 PagelD.26 Page 26 of
71

contracts, among other opportunities, in search of FPV drones.

102. Red Cat/Teal’s drones are not available for purchase on the general consumer
market.

103. Red Cat/Teal’s customers and clients are located across the globe. In addition to
DoD contracts, Red Cat/Teal enter into and/or compete for contracts and programs funded and
offered by U.S. federal, state, and local government agencies, private U.S. entities, U.S. allies,
such as the Netherlands and United Kingdom, and the North Atlantic Treaty Organization
(“NATO”) Support and Procurement Agency.

104.  Whereas DoD contracts carry limitations related to Blue UAS clearance, such as
prohibiting drone components from certain countries of origin, private U.S. entities, certain U.S.
government agencies, and U.S. allies generally do not enforce the same restrictions when it comes
to drone composition.

VII. Matus’s Separation from Red Cat/Teal and Pre-Departure Conduct

105. In or around November 2024, Matus notified Red Cat/Teal that he was resigning
from his employment as Red Cat’s CTO and Teal’s CEO to join Vector as its CTO in December
2024.

106. In describing his “future” work for Vector, Matus told Red Cat/Teal that Vector
provides modern warfare-as-a-service. He explained Vector offered contracted-for teaching and
training on warfare technology offerings, including drones, to military units and sectors.
Describing Vector as “Blackwater 2.0,” Matus told Red Cat/Teal’s executives that Vector would
lease drones that it purchased from other entities, including Red Cat/Teal, to specific military units
for use in training and deployment in warfare. On numerous occasions in his conversations with

Red Cat/Teal employees and executives, Matus made sure to mention the significant future
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business opportunities between Vector and Red Cat/Teal. He explained Vector would purchase
drones from Red Cat/Teal to be used as part of Vector’s service offerings, which would be a
profitable business venture for Red Cat/Teal.

107. Matus deceived Red Cat/Teal into believing a false narrative regarding Vector and
his work there.

108. Based on Matus’s representations concerning Vector, the esteem in which Red
Cat/Teal’s leaders had in Matus, Matus’s obligations pursuant to the Agreement, and numerous
indications of a future business opportunity between Vector and Red Cat/Teal, Plaintiffs identified
no serious cause for concern at the time Matus left to join Vector in December 2024.

109. However, upon learning in or around July 2025 that Matus falsely represented
Vector’s business and offerings, Red Cat/Teal began to investigate Matus’s conduct leading up to
his separation of employment from Red Cat/Teal.

110.  Upon information and belief, while still employed by Red Cat and on its payroll,
Matus covertly joined Vector in or around April 2024. At this time, Vector knew or should have
known Matus’s obligations to Red Cat under the Agreement based on its due diligence and/or
Matus’s representations.

i.  Matus Brings Vector’s Founders to Teal’s Office and Factory

111.  In May 2024, Matus brought three (3) of Vector’s other founders, including Andy
Yakulis, to Teal’s Salt Lake City, Utah office and factory. Matus asked Hitchcock (then serving
as the General Manager of Teal) to meet with the individuals from Vector and listen to their
business concept, explaining Red Cat/Teal and Vector would likely be working together in the
future. At the time, Matus did not mention that he was personally affiliated with Vector.

112.  Hitchcock met with Matus and the other Vector co-founders for nearly three (3)
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hours. During their meeting, the Vector founders explained Vector’s business concept as a private
contractor providing “warfare-as-a-service.” They clarified they did not, and had no plans to,
design, develop, and/or manufacture drones. Vector also discussed partnering with Red Cat/Teal
to include Red Cat/Teal’s drones as part of a “high tech” package Vector would offer. Therefore,
Vector seemingly posed no threat to Red Cat/Teal. Under the representation of potential
partnership, as opposed to competition, Vector asked Hitchcock questions concerning Red
Cat/Teal and their business. However, no partnership between Red Cat/Teal and Vector came to
fruition.
ii.  Matus Begins Delaying Red Cat/Teal’s Progress and Business Opportunities

113. Beginning in late April 2024 or early May 2024, Matus began to delay
implementation of business actions as discussed and agreed upon with Hitchcock.

114. Hitchcock traveled as part of his job and primarily worked away from Teal’s office
and factory. He worked with Matus to identify business directives that Teal needed to undertake.
For illustrative purposes, Hitchcock and Matus may have determined Teal should test Black
Widow™ with a different Systems-on-Module to assess performance capabilities.

115.  As the “boots on the ground” in the Teal office and factory, Matus was supposed
to communicate and effectuate the business directives discussed and agreed upon with Hitchcock.
However, in the face of little to no progress on the agreed business directives, Hitchcock was
forced to follow up with Matus numerous times. When confronted, Matus had no excuse for the
delays. Such hinderances slowed the successful completion of important work and continued
through the remainder of Matus’s employment.

116.  Also around the May 2024 timeframe, Red Cat/Teal were preparing to build, pack,

and ship approximately fifty (50) drones as part of their candidacy for SRR Tranche 2. This
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endeavor required as many hands on deck as possible.

117. Matus understood Red Cat/Teal’s continued candidacy for SRR Tranche 2
depended on the successful delivery of these drones. Despite this, Matus and a few other Red Cat
employees decided to attend a seemingly inconsequential conference in Japan.

118.  While Red Cat/Teal were still able to send out their drones on time, the noticeable
absence of help from Matus and the other Red Cat employees placed significant and unnecessary
work and stress upon other employees.

119. If the employees who stepped up and shouldered the burden of work caused by
Matus and the other Red Cat employees had not done so, Red Cat/Teal likely would not have been
able to deliver the drones and would have lost SRR Tranche 2.

iii.  Matus Hinders Red Cat/Teal’s Deal With Orqa

120. In early 2024, Teal began engaging in discussions with Orqa, a drone company
based out of Croatia. Orqa specializes in FPV drones containing next-level radio technologies,
including radio detection and anti-jamming capabilities. As one of the primary providers of
sophisticated FPV drones to the Armed Forces of Ukraine in its ongoing war with the Russian
Federation, Orqa has developed a reputation as one of the leading FPV drone companies outside
of China.

121. In or around June 2024, Red Cat sent Matus and Red Cat’s Director of Special
Programs at the time to Croatia to meet with Orqa on behalf of Red Cat/Teal, learn more about its
capabilities and offerings, assess its potential benefits to Red Cat/Teal, and negotiate a business
relationship.

122.  While in Croatia, Red Cat/Teal realized the significant benefits and competitive

advantages a business relationship with Orqa presented.
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123.  The June 2024 trip proved fruitful because, in or around July 2024, Orqa
representatives came to Teal’s Salt Lake City, Utah facilities to further discuss a joint business
venture.

124.  During Orqga’s July 2024 trip to Utah, Matus, Hitchcock, and a few other Red
Cat/Teal representatives met with Orqga’s representatives to discuss forming a contractual business
relationship. By the end of Orqga’s trip to Utah, Red Cat/Teal and Orqa entered into a non-binding
memorandum of understanding. Essentially, Red Cat/Teal and Orqa agreed Orqa would send Red
Cat/Teal its components to build its drones in the U.S., Red Cat/Teal would assemble the drones,
and Red Cat/Teal would then exclusively sell Orqa’s FPV drones in the United States under their
label as FANG™.,

125.  As part of this deal, Red Cat/Teal discussed how they could help Orqa navigate the
Blue UAS clearance process based on Red Cat/Teal’s experience and familiarity with the process
and status as only one of a small number of companies that has successfully obtained Blue UAS
clearance.

126. Blue UAS clearance was particularly difficult for Orqa to obtain as a foreign entity
unfamiliar with the process. However, Blue UAS clearance would open the doors for Orqa to sell
its FPV drones to the U.S. military pursuant to multi-million-dollar contracts, which would be
exceptionally advantageous to Orqa. Matus knew this.

127.  Red Cat/Teal saw the unparalleled opportunities a partnership with Orqa presented.
Orqa’s drone was the only one of its kind. It featured advanced, highly desirable, and unmatched
technology, and was proving particularly effective on the battlefield in the ongoing Ukraine/Russia
war - all of which Matus was aware, based on his role in the deal.

128. As Orqa’s exclusive U.S. seller of its cutting-edge FPV drone, Red Cat/Teal would
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be able to expeditiously advance in the industry by acquiring substantial market share previously
deemed unfathomable. Red Cat/Teal reasonably believed that FANG™ (made in partnership with
Orqga) would become one of the, if not the, go-to American-manufactured FPV drone(s).

129.  Orqa was one of the most important potential business relationships Red Cat/Teal
had entertained. Red Cat projects Red Cat/Teal’s partnership with Orqa would have been worth
well over a million dollars within the first year, and with the military’s commitment to drones in
general, and specifically lethal FPV drones (i.e., drones with a lethal payload that can target an
enemy’s military installation), would put Red Cat/Teal in a position to earn tens of millions of
dollars in future contracts.

130.  Following Orqa’s July 2024 trip, only minor details needed to be hammered out,
and Red Cat/Teal and Orqa worked to finalize their agreement.

131. Inhis capacity as Red Cat’s CTO and Teal’s CEO, Matus served as Orqa’s principal
point of contact on behalf of Red Cat/Teal and the main individual with whom Orqa communicated
regarding the partnership. Matus was protective of this position. While certain other Red Cat/Teal
executives engaged in emails with Orqa, Red Cat/Teal relied on Matus to drive communication
with Orga, communicate with Orqa through all platforms, and to provide Red Cat/Teal with news
about finalizing the deal.

132.  Inor around August of 2024, Matus began to “slow walk” the deal by not providing
updates on progress with the Orqa principals. Red Cat/Teal grew concerned with the amount of
time it was taking to finalize the agreement with Orqa. Red Cat/Teal continued to ask Matus for
updates, in response to which he stated he would message Orqa representatives. However, Matus
would then fail to follow up with Red Cat/Teal with any update. Growing increasingly frustrated,

Red Cat/Teal finally told Matus he needed to call Orqa representatives, rather than message them,
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to better communicate and work towards a formal engagement.

133. At some point thereafter, Matus told Red Cat/Teal that Orqa was no longer
interested in a business partnership as negotiated, and the lucrative deal fell flat. Matus provided
no substantive detail or context for Orga’s surprising and sudden change.

134.  As aresult of the Orqa deal roadblock, Red Cat/Teal were also forced to pause the
development of FANG™.,

135. Red Cat/Teal recently learned, upon information and belief, in the midst of
negotiations between Orqa and Red Cat/Teal, Matus, serving in his capacity as Red Cat/Teal’s
representative, provided Orqa information regarding Blue UAS clearance that rendered Red
Cat/Teal’s promise to help Orga obtain Blue UAS clearance - Red Cat/Teal’s primary leverage in
closing the deal - to be of little to no value. Matus knew, or should have known, that providing
this information to Orqa would severely damage Red Cat/Teal’s bargaining position.

136. Upon information and belief, after Matus resigned from Red Cat/Teal, on behalf of
Vector, he pursued Orqa to enter into a business relationship with Vector.

iv.  Matus’s Misconduct During His Final Days at Red Cat/Teal

137.  In December 2024, Matus’s resignation was publicly announced to Red Cat/Teal,
and Matus left shortly thereafter to “join” Vector in the same or following month (despite Matus
actually having joined and co-founded Vector in the spring of 2024, as based upon information
and belief).

138.  Prior to leaving, but after Red Cat/Teal had announced Matus’s resignation to join
Vector, Matus attended Red Cat/Teal’s December 2024 holiday party, bringing one of Vector’s
other founders, Yakulis, as his guest. When discussing Vector at the holiday party, including with

Hitchcock, both Matus and Yakulis represented Vector offered warfare-as-a-service and was not
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a drone company. Matus and Yakulis both stated Vector would source drones from Red Cat/Teal.

139. In December 2024, following the separation of his employment with Red Cat,
Matus returned his Red Cat-owned laptop to Red Cat/Teal. Matus’s Red Cat/Teal laptop was
password-protected at all relevant times. Subsequently, Red Cat/Teal learned Matus completely
wiped the laptop, permanently deleting all work product, data, and files saved to Matus’s local
drive. Matus’s conduct prevented Red Cat/Teal from determining through forensic analysis if
Matus transferred any information from his Red Cat/Teal laptop prior to the deletion.

140. Matus used his Red Cat/Teal work computer to conduct Red Cat/Teal’s interstate
business and perform his job duties across multiple states. As Matus led many of Red Cat/Teal’s
business ventures and was a key executive involved in nearly every part of the company’s business
operations, Red Cat/Teal understood Matus kept current and potential business partner contact
information, research, contract drafts, business assessments, and other business documents, as well
as Red Cat’s and Red Cat’s subsidiaries’ patent applications and proposals, on the local drive of
his laptop. By their very nature, many of the documents, data, and files Matus kept on his local
drive contained Red Cat’s and Red Cat’s subsidiaries’ trade secret, proprietary, and confidential
information, all of which was owned and belonged to Red Cat. Matus created and/or revised these
documents, data, and files in the course of his Red Cat/Teal employment.

141. Matus’s action of wiping his laptop of all work product, data, and files robbed Red
Cat/Teal of their benefit. As a result, Red Cat/Teal have lost the value of the documents, data, and
files Matus permanently deleted from his computer, worth in excess of $5,000.

142. Matus did not seek permission to completely wipe his Red Cat/Teal laptop.
Additionally, no one at Red Cat/Teal asked or approved Matus to wipe his Red Cat/Teal laptop.

Red Cat/Teal have no procedure or policy requesting employees wipe their devices prior to
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separating from employment. There was no business reason for Matus to wipe his Red Cat/Teal
laptop. In any case, Matus knew, pursuant to his Agreement, that all information and property
created during his employment belonged to Red Cat/Teal, and he needed to return this information
to Red Cat/Teal upon his departure.?® Yet, he deliberately violated this condition of his
employment. This is yet further evidence of Matus’s plan to sabotage Red Cat/Teal for the benefit
of his new company, Vector.

VIII. Matus and Vector Solicit Red Cat/Teal Employees

143. Following Matus’s departure from Red Cat/Teal and joining of Vector, Red
Cat/Teal learned Matus not only joined Vector as its CTO but also as a co-founder.

144.  As Matus co-founded Vector, Vector has unquestionably been on notice of Matus’s
obligations pursuant to the Agreement.

145.  Soon after Matus publicly joined Vector, Matus and Vector began to mine Red
Cat’s employees.

146. Red Cat’s employee pool is relatively small, with approximately eighty-nine (89)
employees serving in roles across Red Cat, including those benefitting Red Cat and its subsidiaries,
as of June 30, 2024 (the last date on which Red Cat’s official employee head count was taken).

147. Three (3) Red Cat employees left Red Cat/Teal during each respective month of
March, April, May, and July 2025. Nine (9) of the twelve (12) employees eventually represented
they were joining Vector either through their respective LinkedIn accounts or verbal confirmation
to Red Cat/Teal personnel.

148. Most of the twelve (12) employees who left Red Cat were subject to employment

agreements featuring non-competition provisions.

2 (1d., 19 12(c)-(d)).
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149. The majority of these employees were Red Cat/Teal drone engineers.

150. In July 2025, another employee provided notice of his resignation of employment
and intention to join Vector. However, Red Cat/Teal were able to convince the employee to remain
there.

151. Many of the employees solicited by Matus and Vector are legally bound by
employment agreements with Red Cat providing them valuable consideration in exchange for their
agreement not to compete against Red Cat/Teal for a reasonable amount of time. Matus, as Red
Cat’s CTO and Teal’s CEO, was aware of these employment agreements and the employees’
obligations thereunder. Matus was also aware of the terms and conditions of these employees’
Red Cat employments, including salary and benefits information.

152.  Matus and Vector’s solicitation of Red Cat’s employees caused Red Cat/Teal
irreparable harm. Red Cat/Teal’s time, finances, and efforts had to be redirected towards
recruiting.

153.  Upon information and belief, Matus and Vector used Matus’s knowledge of Red
Cat’s employees’ terms and conditions of employment with Red Cat to make superior offers of
employment and induce these employees to leave Red Cat and join Vector.

154. While Red Cat has not replaced all of the employees Matus and Vector solicited
away, it has been able to hire individuals to fill certain positions. Still, these new hires are not
capable of hitting the ground running on their first day. They do not hold the same historic Red
Cat/Teal knowledge, know-how, and understanding as the employees whom Matus and Vector
solicited.

155. Red Cat/Teal have been required to divert energy and efforts that would otherwise

be used elsewhere to train and bring these new hires up to speed.
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156. Competition for highly-skilled and experienced technical personnel, particularly
engineers, in the drone market is intense given the small pool of qualified and seasoned drone
engineers in the market.

IX.  Vector’s Competitive Business

157. Relying on Matus’s representations, contractual obligations, and their trust in him,
Red Cat/Teal initially believed the departing employees were leaving to work with Matus at a non-
competitive company. However, in or around early July 2025, Red Cat/Teal began to suspect
Vector was positioning itself to compete directly with Red Cat/Teal based on Vector and Matus
reigniting their solicitation efforts after pausing for a month.

158. Asaresult, on July 2, 2025, Red Cat/Teal sent Matus a letter reminding him of his
post-employment obligations he owed to Red Cat/Teal (the “Letter”). The Letter demanded Matus
cease all activities in violation of his post-employment obligations and requested Matus provide
certain information and assurances regarding his conduct. Red Cat/Teal forwarded a copy of this
letter to Vector.

159. Despite Red Cat/Teal requesting Matus respond to their letter on or before July 11,
2025, counsel for Vector, on behalf of Vector and Matus, did not respond until July 18, 2025 (the
“Response Letter”).

160.  Shockingly, the Response Letter claimed Red Cat/Teal and Vector are not
competitors. It explained Vector “provides modern-war[]-fare-as-a-service” delivering
“integrated technology capabilities, and then trains warfighters on how to tactically employ those
capabilities on the modern battlefield, mainly under government service contracts.”

161. The Response Letter further asserted Vector “recently” decided to “develop UASs

as a component of its service contract offerings.” It described Vector’s drones as being entirely

36



Case 2:25-cv-00646-TS-JCB  Document 1  Filed 08/04/25 PagelD.37 Page 37 of
71

different from Red Cat/Teal’s drones because they are FPV UASs “designed for single use,
explosive operations.” The representations in the Response Letter from Vector’s counsel are
demonstratively false, as they completely ignore Red Cat/Teal’s development of their own FPV
drone, FANG™ - with which Matus, as Red Cat’s former CTO and Teal’s former CEO, was
intimately familiar. The Response Letter also failed to provide any of the assurances or
information requested to assuage Plaintiffs’ concerns.

162.  On July 10, 2025, U.S. Defense Secretary Pete Hegseth announced the U.S.’s
initiative to ramp up drone production and procurement to maintain battlefield superiority.?!
Secretary Hegseth further represented the U.S. was removing restrictive policies hindering the
production of drones, and the U.S. military planned to approve hundreds of American drones for
purchase by the military from private entities.?

163. The war in Ukraine has highlighted the importance of sophisticated, specialized
drones for the modern warfighter. The DoD and U.S. allies require drones that meet stringent
requirements. In the coming years, competition for military drone contracts is expected to become
even more aggressive.

164.  On July 11, 2025, during an appearance on Fox News Channel, Vector publicly
announced its drone offering, “Hammer,” for the first time.?

165.  Although this sudden revelation shocked Red Cat/Teal provided the short amount

of time since Matus’s departure and Matus’s previous reassurances that Vector was only a warfare-

2l See Memorandum For Senior Pentagon Leadership commanders of the Combatant Commands
Directors of Defense Agencies from the U.S. Secretary of defense, Subject: Unleashing U.S.
Military Drone Dominance (July 10, 2025), https://media.defense.gov/2025/Jul/10/2003752117/-
1/-1/1/UNLEASHING-U.S.-MILITARY-DRONE-DOMINAN CE.PDF).

22 (See id.).

23 (See Drone expert praises Sec. Hegseth’s move to boost U.S. military: ‘Finally,” FOX NEWS
(July 11, 2025), https://www.foxnews.com/video/6375545041112).
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as-a-service provider, it confirmed Red Cat/Teal’s suspicions and led to Red Cat/Teal engaging
additional resources to conduct an investigation into Matus’s actions pre- and post- his Red
Cat/Teal departure.

166. On July 28, 2025, Matus posted on his LinkedIn page a video with accompanying
text describing Hammer as “an American made, attritable FPV that’s purpose built for the
warfighter.”?* Matus further explained Hammer is “a small but significant step forward in Vector’s
master plan” and is “scalable” and “low cost.”?

167. For over a year, Matus and Vector carried on a ruse to Red Cat/Teal that Vector’s
business did not design, develop, nor manufacture drones (nor plan to do so). Instead, Matus and
Vector conveyed Vector would rely on Red Cat/Teal as a vendor of drones. This was a lie.

168.  Upon publicly announcing its entrance into the military drone marketplace, Vector
joined the small Utah military drone arena featuring only two other military drone producers:
Fortem Technologies and Red Cat/Teal.

169. The military drone marketplace is a highly specialized and fiercely competitive
industry. Military and government contracts are limited, requirements are stringent, and research
and development to design and manufacture competitive drones is expensive and time consuming.

170. Indeed, only nineteen (19) companies hold drones on the Blue UAS Cleared List,
meaning only nineteen (19) companies can sell to the DoD.?

171.  Even outside of the DoD UAS contract space, Red Cat/Teal actively compete on a

global scale with a relatively small number of global drone companies (particularly those

24 (George Matus, LinkedIn, (July 28, 2025), https://www.linkedin.com/feed/update/urn:li:ac
tivity:7355643078398930945/).

B(1d).

26 (See Defense Innovation Unit, Blue UAS Cleared List, https://www.diu.mil/blue-uas-cleared-
list (last visited August 4, 2025)).
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companies, like Red Cat/Teal, that are not reliant on Chinese-covered telecommunications
technology). Globally, over the past year, Red Cat/Teal’s main competitors are the Chinese-based
company DJI (which given their country of origin the DoD will not contract with) and California-
based company Skydio, Inc. These entities are developing innovative technology and drones and
securing their foothold in the drone marketplace at an aggressive pace.

172.  Aspart of their competitive advantage, Red Cat/Teal tout their unique product value
propositions and features (e.g., nighttime capability, modular platform), and scalable, low-cost,
domestic manufacturing.

173. In a July 29, 2025 press release, Vector represented it produces (or plans to
produce) drones in the U.S. intended for military deployment at a low cost, just like Red Cat/Teal.*’
In particular, the press release discussed Hammer, describing it as a military drone that is “purpose-
built for the warfighter and manufactured to strict quality and reliability standards™ that was,
“[eIngineered and manufactured by Vector’s world-class team, [and] will be produced at the
company’s cutting-edge manufacturing facility in Utah.”?® The press release goes on to state that,
“Hammer is designed for large-scale manufacturing and Vector is set to build tens of thousands to
meet the demands of modern warfare.”?’

174.  Vector’s potential and actual customers are located across the U.S. and around the

world.

175. Matus serves as Vector’s CTO and co-founder.

27 (See Vector Launches The Hammer FPV — The First-To-Market FPV With Fiber Optic
Integration, BARCHART (July 29, 2025), https://www.barchart.com/story/news/33722910 /vector-
launches-the-hammer-fpv-the-first-to-market-fpv-with-fiber-optic-integration).

B(1d.).
2(1d.).
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176. Matus and Vector recruited and hired Red Cat/Teal’s dedicated drone engineers
and then produced their first drone offering, Hammer, in an implausibly short amount of time for
a new company that (according to their attorney) just “recently” decided to develop UASs.

177. Vector advertises itself to potential candidates as approaching its “hyper-growth
stage” and claims to already be “on contract with government agencies, moving faster than legacy
primes and making waves in programs traditionally locked to billion-dollar incumbents.”>°

178.  To design, develop, and manufacture Hammer at record speed and enter a “hyper-
growth stage,” Vector likely has relied, and will continue to rely, on Matus’s knowledge of Red
Cat/Teal’s trade secret and confidential information.

179. Matus and Vector have undoubtedly used Matus’s intimate understanding of Red
Cat/Teal’s business information and plans, strategic initiatives, business opportunities, and
partners, and drone design and development to develop Hammer and help Vector obtain a foothold
in the drone marketplace.

180. Through Matus’s knowledge, Vector will not have to endure the same trial and error
as Red Cat/Teal to build its drones. Instead, Vector leapfrogged the investment of capital and
man-hours, and now, through Matus, holds a built-in blueprint on ideal drone composition ready
to adapt to new and different features.

181. Vector and Red Cat/Teal will inevitably compete for the same U.S., private, and
ally contracts and programs (to the extent they have not already). For example, both companies
will likely compete for Next Generation SRR.

182. It will be impossible for Matus to perform his role at Vector without utilizing the

trade secret, proprietary, and confidential information relating to Red Cat’s and Red Cat’s

30 (Ex. B, Vector Recruiting Message).
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subsidiaries’ business information and plans, strategic initiatives, business opportunities, and
partners, and drone design and development. As Vector’s co-founder and CTO, Matus has likely
relied, and will continue to necessarily rely, upon his extensive knowledge of Red Cat/Teal’s trade
secret, proprietary, and confidential information.

183. Red Cat’s and Red Cat’s subsidiaries’ trade secret, proprietary, and confidential
information are at risk of disclosure because, upon information and belief, Matus and Vector have
used, and will continue to use, this information to create and promote competitive products and
solutions.

184. Matus’s and Vector’s actions have damaged and will continue to damage Red
Cat/Teal, and they must be enjoined.

185. Matus’s and Vector’s actions have diminished the value of Red Cat’s, Teal’s, and
Red Cat’s other subsidiaries’ trade secret, proprietary, and confidential information. This unfair
competition has and will continue to damage Red Cat’s and Red Cat’s subsidiaries’ goodwill,
reputation, and competitive advantage.

COUNT I
Trade Secret Misappropriation Under the Defend Trade Secrets Act
(Damages and Injunctive Relief)
Against Matus and Vector

186. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 185 as
though fully set forth herein.

187. The Defend Trade Secrets Act (“DTSA”) of 2016, Pub. L. No. 114-153, 130 Stat.
376, which was passed into law on May 11, 2016 and amends chapter 90 of Title 18 of the U.S.
Code, forbids threatened and actual misappropriation of trade secrets “if the trade secret is related

to a product or service used in, or intended for use in, interstate or foreign commerce.” 18 U.S.C.

§ 1836(b)(1).
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188. Under the DTSA, “trade secret” means “all forms and types of financial, business,
scientific, technical, economic, or engineering information, including patterns, plans,
compilations, program devices, formulas, designs, prototypes, methods, techniques, processes,
procedures, programs, or codes, whether tangible or intangible, and whether or how stored,
compiled, or memorialized physically, electronically, graphically, photographically, or in writing
if (A) the owner thereof has taken reasonable measures to keep such information secret; and (B)
the information derives independent economic value, actual or potential, from not being generally
known to, and not being readily ascertainable through proper means by, another person who can
obtain economic value from the disclosure or use of the information.” 18 U.S.C. § 1839(3).

189. Under the DTSA, “misappropriation” means “(A) acquisition of a trade secret of
another by a person who knows or has reason to know that the trade secret was acquired by
improper means; or (B) disclosure or use of a trade secret of another without express or implied
consent by a person who: (i) used improper means to acquire knowledge of the trade secret; or (ii)
at the time of disclosure or use, knew or had reason to know that the knowledge of the trade secret
was: (I) derived from or through a person who had used improper means to acquire the trade secret;
(IT) acquired under circumstances giving rise to a duty to maintain the secrecy of the trade secret
or limit the use of the trade secret; or (III) derived from or through a person who owed a duty to
the person seeking relief to maintain the secrecy of the trade secret or limit the use of the trade
secret; or (iii) before a material change of the position of the person, knew or had reason to know
that (I) the trade secret was a trade secret and (II) knowledge of the trade secret had been acquired
by accident or mistake.” 18 U.S.C. § 1839(5).

190. Under the DTSA, “improper means” “(A) includes theft, bribery,

misrepresentation, breach or inducement of a breach of a duty to maintain secrecy, or espionage
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through electronic or other means; and (B) does not include reverse engineering, independent
derivation, or any other lawful means of acquisition.” 18 U.S.C. § 1839(6).

191. Red Cat dedicated substantial time and resources toward developing its and its
subsidiaries’ business information and plans. Matus used Red Cat’s and Red Cat’s subsidiaries’
business information and plans to perform his job duties as Red Cat’s CTO and Teal’s CEO. He
relied on and used Red Cat’s and Red Cat’s subsidiaries’ sensitive information covering budgets,
forecasts, market strategies, bidding information, contract considerations, investment methods,
contemplated and planned product offerings, funding, division of resources, and growth methods
and plans to promote Red Cat and its subsidiaries in the industry and locate and source
advantageous business opportunities and partnerships on behalf of Red Cat/Teal. Only Red Cat’s
and Red Cat’s subsidiaries’ key representatives, namely C-suite employees and those necessary to
execute Red Cat’s and Red Cat’s subsidiaries’ plans, have insight or exposure to their business
information and plans. No individual outside of Red Cat or its subsidiaries could easily acquire or
duplicate their business information and plans.

192.  Due to the nature of his positions with Red Cat/Teal, Matus is also intimately
familiar with Red Cat’s and Red Cat’s subsidiaries’ actual and contemplated strategic initiatives,
business opportunities, and partners. Matus engaged in identifying, researching into, and assessing
potential business opportunities, acquisitions, and partnerships. Matus was front and center in
performing due diligence into an entity, meeting and engaging with the entity to learn its needs,
pain points, weaknesses, strengths, and capabilities while at the same time assessing the benefits
and drawbacks to Red Cat/Teal, and ultimately, as applicable, negotiating a business contract with
the entity. Red Cat’s and Red Cat’s subsidiaries’ assessments and the information developed and

acquired throughout the course of them identifying and evaluating strategic initiatives, business
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opportunities, and partners are kept secret. Only Red Cat’s and Red Cat’s subsidiaries’ high-level
executives and representatives have insight or exposure into this information. It is practically
impossible for any individual outside of Red Cat or its subsidiaries to obtain or duplicate Red Cat’s
and Red Cat’s subsidiaries’ assessments and the information they developed and acquired while
locating and evaluating potential strategic initiatives, business opportunities, and partners.

193. Matus also has a deep understanding of Red Cat’s and Red Cat’s subsidiaries’ drone
design and development. Matus knows the ideal designs, partnerships, product and component
sourcing, manufacture, enhancements, and component combination to increase the competitive
value of Red Cat’s and Red Cat’s subsidiaries’ drones. This information required substantial
resources and time to develop, and it is not publicly known.

194. Red Cat’s and Red Cat’s subsidiaries’ business information and plans; strategic
initiatives, business opportunities, and partners; and drone design and development maintain their
economic value due to this information being kept secret and not being readily ascertainable. If a
competitor obtained this information, it could, inter alia, avoid investing countless hours and
millions of dollars into research and development and, instead, devote resources to unexplored
efforts, target Red Cat’s and Red Cat’s subsidiaries’ business initiatives, and undercut Red Cat and
its subsidiaries in the market.

195. At all relevant times, Red Cat has made reasonable efforts to ensure that its and its
subsidiaries’ trade secret, proprietary, and confidential information remain confidential,
proprietary, secret, and available for Red Cat’s and Red Cat’s subsidiaries’ use only, unless
otherwise necessary. Red Cat requires employees who work for Red Cat directly or through one
of its subsidiaries and who have access to its and/or its subsidiaries’ confidential and trade secret

information to execute employment agreements containing confidentiality provisions, requires its
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and its subsidiaries’ contractors, consultants, financial advisors, suppliers, and strategic partners
to enter into confidentiality agreements (as appropriate), password-protects its and its subsidiaries’
devices, systems, and software, follows government-mandated secrecy and security protocols, and
only shares sensitive information on a need-to-know basis.

196. Matus knew he had a duty to maintain Red Cat’s and Red Cat’s subsidiaries’ trade
secret, proprietary, and confidential information due to his acknowledgement of such under the
Agreement, as well as under his September 1, 2021 employment agreement. As Matus is co-
founder of Vector, Vector has been on notice of Matus’s obligations pursuant to the Agreement.

197.  Prior to his departure from Red Cat/Teal and without permission, Matus wiped his
Red Cat/Teal laptop, permanently deleting all information, data, and files stored locally on the
device. Matus’s deliberate act of wiping his Red Cat/Teal laptop has permanently deprived Red
Cat/Teal of the work product stored on the laptop, including Red Cat’s and Red Cat’s subsidiaries’
trade secret, proprietary, and confidential information, which belonged to Red Cat and for which
Red Cat invested in developing and acquiring. Matus also erased any trail of him taking Red Cat’s
and Red Cat’s subsidiaries’ trade secret, proprietary, and confidential information.

198. Upon information and belief, neither Matus nor Vector have taken actions to
prevent Matus from using or disclosing Red Cat’s and Red Cat’s subsidiaries’ trade secret,
proprietary, and confidential information, and any such actions would be ineffectual.

199. Matus has no doubt helped Vector skip the proverbial line at the expense of Red
Cat/Teal, design, develop, and create competitive drone products, and pursue advantageous
business initiatives and partnerships by leveraging his knowledge of Red Cat’s and Red Cat’s

subsidiaries’ trade secret, proprietary, and confidential information.
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200. By virtue of the similarities between Matus’s former Red Cat/Teal roles and his co-
founder and CTO roles at Vector, which are near carbon copies, and Vector’s competitive drone
business, Matus and Vector threaten to misappropriate Red Cat’s and Red Cat’s subsidiaries’ trade
secret, proprietary, and confidential information to unfairly compete against Red Cat/Teal.

201.  Furthermore, in light of the similarities between Matus’s Red Cat/Teal roles and
his Vector roles and the fact Red Cat/Teal and Vector are competitors in a highly specialized and
niche industry, Matus and Vector will continue to use Red Cat’s and Red Cat’s subsidiaries’ trade
secret, proprietary, and confidential information to their benefit.

202. Red Cat/Teal have no adequate remedy at law for such present and future harm,
and therefore, they are entitled to equitable relief in addition to compensatory relief.

203. Red Cat/Teal have suffered and will continue to suffer damages and irreparable
harm as a result of this misappropriation, threatened misappropriation, and inevitable
misappropriation, including diminution of their trade secret, proprietary, and confidential
information, harm to their reputation, goodwill, customer relationships, and their competitive
advantage.

204. Defendants’ actions constitute willful and malicious violations of the DTSA.

205. Because Defendants have committed the acts alleged herein willfully, in bad faith,
from an improper motive amounting to malice, and in conscious disregard of Red Cat/Teal’s rights,
Red Cat/Teal are entitled to recover punitive damages from Defendants in an amount according to

proof at trial.

COUNT IT
Trade Secret Misappropriation Under the Utah Trade Secrets Act
(Damages and Injunctive Relief)
Against Matus and Vector
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206. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 205 as
though fully set forth herein.

207. The Utah Trade Secrets Act (the “UTSA”), Utah Code § 13-24-1, et seq., prohibits
the misappropriation and threatened misappropriation of trade secrets. Under the Act, a trade
secret means “information, including a formula, pattern, compilation, program, device, method,
technique, or process, that: (a) derives independent economic value, actual or potential, from not
being generally known to, and not being readily ascertainable by proper means by, other persons
who can obtain economic value from its disclosure or use; and (b) is the subject of efforts that are
reasonable under the circumstances to maintain its secrecy.” Utah Code § 13-24-2(4).

208. Under the UTSA, misappropriation means ‘“(a) acquisition of a trade secret of
another by a person who knows or has reason to know that the trade secret was acquired by
improper means; or (b) disclosure or use of a trade secret of another without express or implied
consent by a person who: (i) used improper means to acquire knowledge of the trade secret; or (ii)
at the time of disclosure or use, knew or had reason to know that his knowledge of the trade secret
was: (A) derived from or through a person who had utilized improper means to acquire it; (B)
acquired under circumstances giving rise to a duty to maintain its secrecy or limit its use; or (C)
derived from or through a person who owed a duty to the person seeking relief to maintain its
secrecy or limit its use; or (iii) before a material change of his position, knew or had reason to
know that it was a trade secret and that knowledge of it had been acquired by accident or mistake.”
Utah Code § 13-24-2(2).

209. Under the UTSA, “improper means” includes “theft, bribery, misrepresentation,
breach or inducement of a breach of a duty to maintain secrecy, or espionage through electronic

or other means.” Utah Code § 13-24-2(1).
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210. Red Cat dedicated substantial time and resources toward developing its and its
subsidiaries’ business information and plans. Matus used Red Cat’s and Red Cat’s subsidiaries’
business information and plans to perform his job duties as Red Cat’s CTO and Teal’s CEO. He
relied on and used Red Cat’s and Red Cat’s subsidiaries’ sensitive information covering budgets,
forecasts, market strategies, bidding information, contract considerations, investment methods,
contemplated and planned product offerings, funding, division of resources, and growth methods
and plans to promote Red Cat and its subsidiaries in the industry and locate and source
advantageous business opportunities and partnerships on behalf of Red Cat/Teal. Only Red Cat’s
and Red Cat’s subsidiaries’ key representatives, namely C-suite employees and those necessary to
execute Red Cat’s and Red Cat’s subsidiaries’ plans, have insight or exposure to their business
information and plans. No individual outside of Red Cat or its subsidiaries could easily acquire or
duplicate their business information and plans.

211.  Due to the nature of his positions with Red Cat/Teal, Matus is also intimately
familiar with Red Cat’s and Red Cat’s subsidiaries’ actual and contemplated strategic initiatives,
business opportunities, and partners. Matus engaged in identifying, researching into, and assessing
potential business opportunities, acquisitions, and partnerships. Matus was front and center in
performing due diligence into an entity, meeting and engaging with the entity to learn its needs,
pain points, weaknesses, strengths, and capabilities while at the same time assessing the benefits
and drawbacks to Red Cat/Teal, and ultimately, as applicable, negotiating a business contract with
the entity. Red Cat’s and Red Cat’s subsidiaries’ assessments and the information developed and
acquired throughout the course of them identifying and evaluating strategic initiatives, business
opportunities, and partners are kept secret. Only Red Cat’s and Red Cat’s subsidiaries’ high-level

executives and representatives have insight or exposure into this information. It is practically
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impossible for any individual outside of Red Cat or its subsidiaries to obtain or duplicate Red Cat’s
and Red Cat’s subsidiaries’ assessments and the information they developed and acquired while
locating and evaluating potential strategic initiatives, business opportunities, and partners.

212. Matus also has a deep understanding of Red Cat’s and Red Cat’s subsidiaries’ drone
design and development. Matus knows the ideal designs, partnerships, product and component
sourcing, manufacture, enhancements, and component combination to increase the competitive
value of Red Cat’s and Red Cat’s subsidiaries’ drones. This information required substantial
resources and time to develop, and it is not publicly known.

213. Red Cat’s and Red Cat’s subsidiaries’ business information and plans; strategic
initiatives, business opportunities, and partners; and drone design and development maintain their
economic value due to this information being kept secret and not being readily ascertainable. If a
competitor obtained this information, it could, inter alia, avoid investing countless hours and
millions of dollars into research and development and, instead, devote resources to unexplored
efforts, target Red Cat’s and Red Cat’s subsidiaries’ business initiatives, and undercut Red Cat and
its subsidiaries in the market.

214. At all relevant times, Red Cat has made reasonable efforts to ensure that its and its
subsidiaries’ trade secret, proprietary, and confidential information remain confidential,
proprietary, secret, and available for Red Cat’s and Red Cat’s subsidiaries’ use only, unless
otherwise necessary. Red Cat requires employees who work for Red Cat directly or through one
of its subsidiaries and who have access to its and/or its subsidiaries’ confidential and trade secret
information to execute employment agreements containing confidentiality provisions, requires its
and its subsidiaries’ contractors, consultants, financial advisors, suppliers, and strategic partners

to enter into confidentiality agreements (as appropriate), password-protects its and its subsidiaries’

49



Case 2:25-cv-00646-TS-JCB  Document 1  Filed 08/04/25 PagelD.50 Page 50 of
71

devices, systems, and software, follows government-mandated secrecy and security protocols, and
only shares sensitive information on a need-to-know basis.

215. Matus knew he had a duty to maintain Red Cat’s and Red Cat’s subsidiaries’ trade
secret, proprietary, and confidential information due to his acknowledgement of such under the
Agreement, as well as under his September 1, 2021 employment agreement. As Matus is co-
founder of Vector, Vector has been on notice of Matus’s obligations pursuant to the Agreement.

216. Prior to his departure from Red Cat/Teal and without permission, Matus wiped his
Red Cat/Teal laptop, permanently deleting all information, data, and files stored locally on the
device. Matus’s deliberate act of wiping his Red Cat/Teal laptop has permanently deprived Red
Cat/Teal of the work product stored on the laptop, including Red Cat’s and Red Cat’s subsidiaries’
trade secret, proprietary, and confidential information, which belonged to Red Cat and for which
Red Cat invested in developing and acquiring. Matus also erased any trail of him taking Red Cat’s
and Red Cat’s subsidiaries’ trade secret, proprietary, and confidential information.

217.  Upon information and belief, neither Matus nor Vector have taken actions to
prevent Matus from using or disclosing Red Cat’s and Red Cat’s subsidiaries’ trade secret,
proprietary, and confidential information, and any such actions would be ineffectual.

218. Matus has no doubt helped Vector skip the proverbial line at the expense of Red
Cat/Teal, design, develop, and create competitive drone products, and pursue advantageous
business initiatives and partnerships by leveraging his knowledge of Red Cat’s and Red Cat’s
subsidiaries’ trade secret, proprietary, and confidential information.

219. By virtue of the similarities between Matus’s former Red Cat/Teal roles and his co-

founder and CTO roles at Vector, which are near carbon copies, and Vector’s competitive drone
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business, Matus and Vector threaten to misappropriate Red Cat’s and Red Cat’s subsidiaries’ trade
secret, proprietary, and confidential information to unfairly compete against Red Cat/Teal.

220. Furthermore, in light of the similarities between Matus’s Red Cat/Teal roles and
his Vector roles and the fact Red Cat/Teal and Vector are competitors in a highly specialized and
niche industry, Matus and Vector will continue to use Red Cat’s and Red Cat’s subsidiaries’ trade
secret, proprietary, and confidential information to their benefit.

221. Red Cat/Teal have no adequate remedy at law for such present and future harm,
and therefore, they are entitled to equitable relief in addition to compensatory relief.

222. Red Cat/Teal have suffered and will continue to suffer damages and irreparable
harm as a result of this misappropriation, threatened misappropriation, and inevitable
misappropriation, including diminution of their trade secret, proprietary, and confidential
information, harm to their reputation, goodwill, customer relationships, and their competitive
advantage.

223. Defendants’ actions constitute willful and malicious violations of the UTSA.

224. Because Defendants have committed the acts alleged herein willfully, in bad faith,
from an improper motive amounting to malice, and in conscious disregard of Red Cat/Teal’s rights,
Red Cat/Teal are entitled to recover punitive damages from Defendants in an amount according to
proof at trial.

COUNT 1T
Breach of Contract — Non-Competition
(Damages and Injunctive Relief)
Against Matus
225. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 224 as

though fully set forth herein.

226. The Agreement is a valid and enforceable contract.
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227. Red Cat and Matus did not engage in bad faith during negotiations regarding the
terms of the Agreement.

228. In consideration for entering into the Agreement, Red Cat provided Matus
continued employment and at least two (2) years of guaranteed employment, a nearly $50,000
salary raise, annual bonus eligibility, an award of 600,000 time-based Red Cat stock units, and
access to Red Cat/Teal’s trade secret, proprietary, and confidential information.

229. Among other obligations under the Agreement, Matus agreed and was obligated
during his employment and for a period of twelve (12) months following the separation of his
employment, not to directly or indirectly engage in business activity that is similar to Red Cat’s
business.

230. The activity restriction and geographical area are narrowly tailored and only apply
to business activity similar to Red Cat’s business within the same city, county, state, or other
defined geographical area in which Matus provided services for Red Cat and only so long as Red
Cat continues to carry on business in such locations.

231. The temporal scope of during his employment and for twelve (12) months
following Matus’s separation of employment is reasonable and limited to the extent necessary to
protect Red Cat.

232. The terms of the Agreement are not greater than required for the protection of Red
Cat’s legitimate business interests, including Red Cat’s and Red Cat’s subsidiaries’ trade secret,
proprietary, and confidential information, business relationships, employee relationships,
goodwill, innovation, and investments.

233. Matus breached the Agreement by secretly co-founding and/or joining Vector

during his Red Cat employment and then publicly co-founding and joining Vector immediately
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following his separation from Red Cat/Teal.

234. Vector is positioned to directly compete with Red Cat/Teal (if it has not already)
by offering drone solutions for the same partnerships, contracts, and programs and designing,
developing, and manufacturing competitive drones.

235. Matus performed his Red Cat/Teal work in Utah, the same state in which Vector
operates. Red Cat continues to carry out its and its subsidiaries’ business in Utah.

236. Red Cat carries out its and its subsidiaries’ business nationwide, and its customers
are located across the globe. Similarly, Vector’s potential and actual customers are located across
the U.S. and around the world.

237. Matus’s positions at Vector mirror his roles at Red Cat/Teal. Matus’s roles as
Vector’s co-founder and CTO involve the use or disclosure, or the likelihood of the use or
disclosure, of Red Cat’s and Red Cat’s subsidiaries’ trade secret, proprietary, and confidential
information and serve to erode Red Cat’s goodwill, innovation, and investments.

238. Matus knew he had a duty not to compete against Red Cat, and Red Cat reminded
Matus of his post-employment obligations following his separation.

239. Matus’s promise not to compete against Red Cat is and was necessary to protect
Red Cat from harm, including harm to Red Cat’s and Red Cat’s subsidiaries’ customer, client,
business, and employee relationships, goodwill and investments, and competitive edge in the
specialized military drone space.

240. Red Cat has fully performed its contractual obligations owed to Matus under the
Agreement.

241. Red Cat has suffered and will continue to suffer damages as a result of Matus’s

breach of contract, including without limitation, diminishing the value of Red Cat’s and Red Cat’s
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subsidiaries’ trade secret, proprietary, and confidential information, harming Red Cat’s and Red
Cat’s subsidiaries’ business relationships, eroding Red Cat’s and Red Cat’s subsidiaries’ goodwill,
innovation, and investments, and undermining Red Cat’s and Red Cat’s subsidiaries’ competitive
edge in the specialized military drone space.

242. Red Cat’s damages cannot be adequately compensated through remedies at law
alone, thereby requiring equitable relief in addition to compensatory relief.

243. Matus’s actions will continue to cause harm to Red Cat if not restrained.

244, Red Cat has demonstrated that Matus, unless restrained, has already and will
continue to engage in conduct that breaches the Agreement.

245.  The terms of the Agreement do not pose an undue hardship on Matus.

246. The Agreement is not injurious to the public.

247.  Should this Court grant injunctive relief to Red Cat, the burden on Matus would be
slight compared to the injury to Red Cat if it is not granted. No injury to Matus would result from
an order requiring him to comport his actions under the Agreement.

248. The grant of an injunction will not disserve the public interest.

COUNT IV
Breach of Contract — Non-Solicitation
(Damages and Injunctive Relief)
Against Matus

249. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 248 as
though fully set forth herein.

250. The Agreement is a valid and enforceable contract.

251. Red Cat and Matus did not engage in bad faith during negotiations regarding the
terms of the Agreement.

252. In consideration for entering into the Agreement, Red Cat provided Matus
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continued employment and at least two (2) years of guaranteed employment, a nearly $50,000
salary raise, annual bonus eligibility, an award of 600,000 time-based Red Cat stock units, and
access to Red Cat/Teal’s trade secret, proprietary, and confidential information.

253.  Among other obligations under the Agreement, Matus agreed and was obligated for
a period of twelve (12) months following the separation of his Red Cat employment, not to directly
or indirectly solicit business from or attempt to provide the same or similar products or services to
any of Red Cat’s customers or clients.

254. This restriction is narrowly tailored to Red Cat customers and clients who were Red
Cat’s customers or clients at any time during Matus’s Red Cat employment. Red Cat’s customers
are located globally.

255.  For the same twelve (12) month post-employment period, Matus also promised not
to solicit, entice, or induce any Red Cat employee to leave his or her employment.

256. This restriction is reasonably limited to Red Cat’s small employee pool.

257. The temporal scope of twelve (12) months following Matus’s separation of
employment is reasonable and limited to the extent necessary to protect Red Cat.

258. The terms of the Agreement are not greater than required for the protection of Red
Cat’s legitimate business interests, including Red Cat’s and Red Cat’s subsidiaries’ trade secret,
proprietary, and confidential information, business relationships, employee relationships,
goodwill, innovation, and investments.

259. Matus, as Vector’s co-founder and CTO, breached the Agreement by, upon
information and belief, Vector entering into government contracts focused on Vector’s warfighter-
centered offerings. Numerous U.S. government agencies as well as the DoD are Red Cat’s

customers.
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260. Matus also breached the Agreement by soliciting and causing approximately nine
(9), and potentially up to twelve (12), employees to leave their employ with Red Cat to join Vector.

261. Matus knew he had a duty not to solicit Red Cat’s customers, clients, and/or
employees, and Red Cat reminded Matus of his post-employment obligations following his
separation.

262. Matus’s promise not to solicit Red Cat’s customers, clients, and/or employees is
and was necessary to protect Red Cat from harm, including harm to Red Cat’s and Red Cat’s
subsidiaries’ customer, client, business, and employee relationships, goodwill and investments,
and competitive edge in the specialized military drone space.

263. Red Cat has fully performed its contractual obligations owed to Matus under the
Agreement.

264. Red Cat has suffered and will continue to suffer damages as a result of Matus’s
breach of contract, including without limitation, diminishing the value of Red Cat’s and Red Cat’s
subsidiaries’ trade secret, proprietary, and confidential information, harming Red Cat’s and Red
Cat’s subsidiaries’ business relationships, eroding Red Cat’s and Red Cat’s subsidiaries’ goodwill,
innovation, and investments, and undermining Red Cat’s and Red Cat’s subsidiaries’ competitive
edge in the specialized military drone space.

265. Red Cat’s damages cannot be adequately compensated through remedies at law
alone, thereby requiring equitable relief in addition to compensatory relief.

266. Matus’s actions will continue to cause harm to Red Cat if not restrained.

267. Red Cat has demonstrated that Matus, unless restrained, has already and will
continue to engage in conduct that breaches the Agreement.

268. The terms of the Agreement do not pose an undue hardship on Matus.
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269. The Agreement is not injurious to the public.

270.  Should this Court grant injunctive relief to Red Cat, the burden on Matus would be
slight compared to the injury to Red Cat if it is not granted. No injury to Matus would result from
an order requiring him to comport his actions under the Agreement.

271.  The grant of an injunction will not disserve the public interest.

COUNT V
Breach of Fiduciary Duty
(Damages)
Against Matus

272. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 271 as
though fully set forth herein.

273. Matus served in positions of authority at Red Cat/Teal as Red Cat’s CTO and Teal’s
CEO. Red Cat/Teal granted Matus access to their trade secret, proprietary, and confidential
information. Red Cat/Teal also entrusted Matus to act primarily for their benefit to grow, develop,
and build the businesses.

274. At all relevant times, Matus was a fiduciary of Red Cat/Teal.

275. Matus owed Red Cat/Teal a fiduciary duty of loyalty.

276. In breach of his fiduciary duty of loyalty, while employed by Red Cat/Teal, Matus
co-founded, joined, and grew a competing business, Vector.

277. Matus additionally breached his fiduciary duty of loyalty by failing to implement
agreed-upon business initiatives at Teal and delaying Teal’s progress while serving as Red Cat’s
CTO and Teal’s CEO.

278.  Also in breach of his fiduciary duty of loyalty, during his Red Cat/Teal employment

and in the midst of deal negotiations with Orqa, a potential business partner of Red Cat/Teal, upon
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information and belief, Matus shared information with Orqa that vitiated Red Cat/Teal’s
bargaining position and caused Orqa to walk away from the deal as negotiated.

279.  Prior to his separation of employment from Red Cat, Matus wiped his Red Cat/Teal
laptop without permission, permanently deleting and depriving Red Cat/Teal of all of the data,
documents, folders, settings, work product, and applications stored on the device. This also was
in breach of his fiduciary duty of loyalty and violated his obligations pursuant to the Agreement.

280. Matus’s breaches of his fiduciary duty of loyalty harmed Red Cat/Teal. However,
Matus and/or his new company and employer, Vector, benefitted from these actions.

281. Asadirect and proximate result of Matus’s numerous breaches of his fiduciary duty
of loyalty, Red Cat/Teal have been damaged in an amount to be determined at trial.

COUNT VI
Violation of the Computer Fraud and Abuse Act
(Damages)
Against Matus

282. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 281 as
though fully set forth herein.

283. The Computer Fraud and Abuse Act of 1986 (“CFAA”) prohibits the knowing
“transmission of a program, information, code, or command,” that “as a result of such conduct,
intentionally causes damage without authorization, to a protected computer.” 18 U.S.C. §
1030(a)(5)(A).

284. Under the CFAA, “damage” means “any impairment to the integrity or availability
of data, a program, a system, or information.” 18 U.S.C. § 1030(e)(8).

285. Under the CFAA, a “protected computer” includes a computer “which is used in or

affecting interstate or foreign commerce or communication.” 18 U.S.C. § 1030(e)(2)(B).
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286. Red Cat issued Matus a work computer for his Red Cat/Teal work. Matus used his
Red Cat/Teal work computer to conduct Red Cat/Teal’s interstate business and perform his job
duties across multiple states.

287. At all relevant times, Matus’s Red Cat/Teal work computer was password-
protected.

288.  After his separation of employment from Red Cat, Matus returned his Red Cat/Teal
work computer to Red Cat after he knowingly and intentionally caused a transmission of a
program, information, code, or command upon the device by executing a wipe of his Red Cat/Teal
work computer, which erased all of the data, documents, folders, settings, and applications that
were previously stored on the device.

289. Matus’s conduct caused the impairment of the integrity of the data, programming,
and information stored on his Red Cat/Teal work computer. Matus’s work computer housed
confidential and trade secret information, including current and potential business partner contact
information, research, contract drafts, business assessments, patent applications, and other
business documents. Matus caused the permanent deletion of this information, data, and files kept
on his work computer’s local drive.

290. Matus’s conduct was unauthorized and in direct violation of Matus’s obligation
pursuant to the Agreement.

291. Matus did not seek permission to execute a wipe of his Red Cat/Teal work
computer. And, Red Cat/Teal did not authorize, permit, nor allow Matus to execute a wipe of his
Red Cat/Teal work computer. There was no legitimate business purpose for Matus’s conduct, and

it interfered with Red Cat/Teal’s use of their systems.
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292. Through his deliberate acts of wiping his Red Cat/Teal work computer, Matus
intended to cause damage to his Red Cat/Teal work computer and the data and information housed
therein. And, Matus did cause damage to his Red Cat/Teal work computer and the data and
information housed therein.

293. Matus’s actions have permanently deprived Red Cat/Teal of a majority of the work
product stored on Matus’s Red Cat/Teal work computer. Red Cat/Teal invested resources to
develop and/or acquire the work product Matus destroyed, and such work product belonged to Red
Cat/Teal.

294.  As a direct and proximate result of Matus’s conduct, Red Cat/Teal have incurred
loss in value of and harm and damages to the data and information Matus destroyed in excess of
$5,000.

COUNT VII
Violation of the Utah Computer Abuse and Data Recovery Act
(Damages)
Against Matus

295. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 294 as
though fully set forth herein.

296. The Utah Computer Abuse and Data Recovery Act (“UCADRA”) prohibits an
“[u]nauthorized user” from knowingly, with the intent to cause harm or damage, causing ‘“the
transmission of a program, code, or command to the protected computer” that causes “harm or
loss.” Utah Code § 63D-3-104(1)(b).

297. Under the UCADRA, an “unauthorized user” includes an individual who “is not an
authorized user of the protected computer” and who accesses the protected computer by

“obtaining, without an authorized user’s permission, the authorized user’s technological access

barrier.” Utah Code § 63D-3-102(9).
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298. Under the UCADRA, an “authorized user” includes an individual who “has
permission to access the protected computer,” but the permission is valid “only to the extent or for
the specific purpose the protected computer's owner authorizes,” and an “authorized user” does
not include an individual who “ceases to be a director, officer, employee, agent, or contractor of
the protected computer’s owner.” Utah Code §§ 63D-3-102(1), 63D-3-103(2)-(3).

299. Under the UCADRA, “damage” includes “(i) the cost of repairing or restoring a
protected computer; (ii) economic damages; (ii1) consequential damages, including interruption of
service; and (iv) profit by the individual from the unauthorized access to the protected
computer.” Utah Code § 63D-3-102(3)(b).

300. Under the UCADRA, “harm” means “any impairment to the integrity, access, or
availability of: (a) data; (b) a program; (c) a system; or (d) information.” Utah Code § 63D-3-
102(4).

301. Under the UCADRA, a “protected computer” includes a computer “used in
connection with the operation of a business” that requires a digital security measure to access it
(i.e., a “technological access barrier”), such as a password. Utah Code § 63D-3-102(6)-(7).

302. Red Cat/Teal issued Matus a work computer, owned by Red Cat. Matus used his
Red Cat/Teal work computer to conduct Red Cat/Teal’s interstate business and perform his job
duties across multiple states.

303. At all relevant times, Matus’s Red Cat/Teal work computer was password-
protected.

304.  After his separation of employment from Red Cat, Matus returned his Red Cat/Teal
work computer after he knowingly and intentionally caused a transmission of a program,

information, code, or command upon the device by executing a wipe of his Red Cat/Teal work
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computer, which erased all of the data, documents, folders, settings, and applications that were
previously stored on the device.

305. Matus’s conduct caused the impairment of the integrity of the data, programming,
and information stored on his Red Cat/Teal work computer. Matus’s work computer housed
confidential and trade secret information, including current and potential business partner contact
information, research, contract drafts, business assessments, patent applications, and other
business documents. Matus caused the permanent deletion of this information, data, and files kept
on his work computer’s local drive.

306. Matus was not an “authorized user,” and his conduct was in direct violation of his
obligation pursuant to the Agreement.

307. Matus did not seek permission to execute a wipe of his Red Cat/Teal work
computer. And, Red Cat/Teal did not authorize, permit, nor allow Matus to execute a wipe of his
Red Cat/Teal work computer. There was no legitimate business purpose for Matus’s conduct, and
it interfered with Red Cat/Teal’s use of their systems.

308. Through his deliberate acts of wiping his Red Cat/Teal work computer, Matus
intended to cause damage to his Red Cat/Teal work computer and the data and information housed
therein. And, Matus did cause damage and harm to his Red Cat/Teal work computer and the data
and information housed therein.

309. Matus’s actions have permanently deprived Red Cat/Teal of a majority of the work
product stored on Matus’s Red Cat/Teal work computer. Red Cat/Teal invested resources to

develop and/or acquire the work product Matus destroyed, and such work product belonged to Red

Cat/Teal.
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310. As a direct and proximate result of Matus’s conduct, Red Cat/Teal have incurred
loss in value of and harm and damages to the data and information Matus destroyed in excess of
$5,000.

COUNT VIII
Tortious Interference With Actual and Prospective Economic Relations
(Damages and Injunctive Relief)
Against Matus and Vector

311. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 310 as
though fully set forth herein.

312. Atthe time Vector engaged Matus as a co-founder and its CTO, Vector likely knew
or should have known that Matus promised Red Cat he would not compete pursuant to the
Agreement.

313.  Once Matus became Vector’s CTO and co-founder, Vector was made aware (to the
extent Vector was not already aware) that Matus owed Red Cat a duty not to compete pursuant to
the Agreement.

314. And, Red Cat/Teal reminded Vector of Matus’s contractual non-compete
obligations pursuant to the Agreement in July 2025.

315. Despite knowing Matus was bound not to compete against Red Cat for one year
post-employment, Vector hired and engaged Matus and continues to do so.

316. Matus’s non-competition obligation owed to Red Cat was intended to protect Red
Cat from the harm to its and its subsidiaries’ business.

317. Matus, as a former Red Cat/Teal executive with troves of Red Cat’s and Red Cat’s
subsidiaries’ trade secret, proprietary, and confidential information, posed a threat to Red Cat if he

were to join or find a competitive business.

318. Vector knew employing Matus would be to Red Cat/Teal’s detriment.
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319. In enticing Matus to join Vector and continuing to employ and engage him, Vector
has violated and continues to violate the standards of business ethics and community customs
within the military defense contractor industry.

320. As Vector has made representations to Red Cat/Teal that it will not stop employing
and engaging Matus, Vector continues to threaten to interfere with Red Cat’s economic
relationship with Matus.

321. Matus, after joining Vector (upon information and belief) but while still working
as Red Cat’s CTO and Teal’s CEO, represented Red Cat/Teal in communications and negotiations
concerning a business deal with Orqa. Matus served as the main Red Cat/Teal representative with
whom Orga communicated throughout the deal.

322. Matus understood the points of leverage Red Cat/Teal held in deal negotiations with
Orqga as well as areas of importance to Orqa. In particular, Matus knew one of the largest benefits
Red Cat/Teal offered Orqa to enter into a deal was their assistance in applying for and obtaining
Blue UAS clearance for Orga’s drone(s). Red Cat/Teal, having already went through the Blue
UAS clearance process and as only one of few entities with a Blue UAS cleared drone on the Blue
UAS Clearance List, were in an attractive position to help Croatian-based Orqa obtain Blue UAS
clearance and, thus, be able to sell Orqa drones to the DoD.

323. Matus also understood the importance and strategic advantages the Orqa deal
presented Red Cat/Teal. As Orqa’s exclusive U.S. seller of its cutting-edge FPV drone, Red
Cat/Teal would be able to expeditiously advance in the industry by acquiring substantial market
share previously deemed unfathomable. Red Cat/Teal reasonably believed that FANG™ (made

in partnership with Orqa) would become a go-to U.S.-manufactured FPV drone.
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324. Inoraround July 2024, Red Cat/Teal and Orqa entered into a non-binding business
agreement covering the terms of their partnership with the intent to finalize their deal. In order to
finalize the deal, Red Cat/Teal and Orqa needed to resolve minor outstanding details.

325. At some point thereafter, Matus informed Red Cat/Teal that the Orqa deal as
negotiated collapsed without further substantive explanation.

326. Upon information and belief, in the midst of negotiations between Orqa and Red
Cat/Teal, Matus, serving in his capacity as Red Cat/Teal’s representative, provided Orqa
information regarding Blue UAS clearance that rendered Red Cat/Teal’s primary leverage in
closing the deal valueless. This interfered with the deal between Red Cat/Teal and Orqa as it
caused the deal as negotiated to collapse.

327. In his communication with Orqa, Matus misrepresented himself to Orqa as
providing communications on behalf of Red Cat/Teal, despite deliberately acting contrary to Red
Cat/Teal’s interests. Upon information and belief, Matus did so in an attempt to usurp the Orqa
opportunity in Vector’s favor.

328. Matus’s interference with Red Cat/Teal’s prospective economic relationship with
Orqa was in violation of the law and of his fiduciary duties and contractual obligations owed to
Red Cat/Teal.

329. Matus’s interference with Red Cat/Teal’s prospective economic relationship with
Orqa also contradicted military defense contractor industry standard where he did not truthfully
act on behalf of or represent the interests of Red Cat/Teal.

330. Beginning in March 2025, Matus and Vector began to solicit Red Cat’s employees

to end their employment with Red Cat and join Vector.
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331. Many, if not all, of the employees Matus and Vector solicited had employment
contracts with Red Cat through which they promised to keep certain of Red Cat/Teal’s information
confidential and not to compete with Red Cat/Teal for a period following separation of their
employment. Matus was aware of these obligations as well as of the terms and conditions of these
individuals’ employments with Red Cat.

332.  Upon information and belief, Matus and Vector leveraged Matus’s knowledge of
the terms and conditions of employment of these Red Cat employees to make superior offers of
employment and entice these employees to leave their Red Cat employments.

333. Matus and Vector knew Red Cat/Teal obtain considerable benefits and economic
value from Red Cat’s employees provided the small candidate pool of qualified drone workers in
the industry.

334. Matus’s and Vector’s interference with Red Cat’s economic relationships with its
employees is in violation of the law and of Matus’s contractual obligations.

335. Matus’s and Vector’s interference with Red Cat’s economic relationships with its
employees also cuts against military defense contractor industry standard and understanding that
companies within the industry take steps to protect their investment into employees and
confidential information.

336. As Matus and Vector solicited a Red Cat employee as recently as July 2025 and
have made representations to Red Cat/Teal that they will not stop nor remedy their conduct, they
continue to threaten to interfere with Red Cat’s economic relationships with its employees.

337. Red Cat/Teal’s damages cannot be adequately compensated through remedies at

law alone, thereby requiring equitable relief in addition to compensatory relief.

66



Case 2:25-cv-00646-TS-JCB  Document 1  Filed 08/04/25 PagelD.67 Page 67 of
71

338. Asadirect and proximate result of Matus’s and Vector’s separate and collaborative
conduct, Red Cat/Teal have been damaged, in part, in an amount to be determined at trial.
COUNT IX
Fraudulent Misrepresentation
(Damages)
Against Matus

339. Red Cat/Teal reallege and incorporate by reference Paragraphs 17 through 338 as
though fully set forth herein.

340. Prior to his separation of employment, Matus represented to Red Cat/Teal that
Vector did not and had no plans to design, development, or manufacture drones. He further
explained Vector’s business focuses on warfare-as-a-service. Matus also stated Vector would
partner with Red Cat/Teal in the future to acquire drones.

341. While Matus made these statements to Red Cat/Teal numerous times, he
specifically made such statements to Hitchcock while casually discussing his future work at Vector
and during Red Cat/Teal’s December 2024 holiday party.

342. Matus’s statements were false, and Matus either knew such statements were false
or knew he made such statements recklessly, knowing he had insufficient knowledge on which to
base his representations.

343. At the time he made his statements to Red Cat/Teal, Matus either knew Vector
either planned to or had already begun designing, developing, and/or manufacturing drones or
knew he did not have sufficient information to conclusively make representations that Vector did
not and had no plan to design, develop, or manufacture drones.

344. Matus’s statements regarded presently existing material facts. Namely, Vector’s

business purpose, capabilities, and intentions. These facts are material because based on such
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facts, Red Cat determined whether or not to pursue a breach of contract claim against Matus for
breach of his non-compete obligations under the Agreement.

345. Red Cat/Teal acted reasonably in relying on Matus’s statements, and they were
unavoidably ignorant to the falsity of Matus’s statements.

346. Inreliance on Matus’s representations, at the time Matus separated his employment,
Red Cat/Teal did not enforce Matus’s non-compete obligations pursuant to the Agreement nor
pursue relief through litigation based on a claim for breach of Matus’s non-compete obligations
under the Agreement.

347. Matus’s intention and purpose in making such representations was to prevent Red
Cat/Teal from enforcing his non-compete obligations pursuant to the Agreement and/or pursuing
relief through litigation based on a claim for breach of his non-compete obligations under the
Agreement.

348. Red Cat/Teal were injured and damaged based on Matus’s statements because
Matus competed against Red Cat/Teal for nearly seven months post-employment with minimal
detection, delay, or hinderance.

349. If Matus had been honest with Red Cat/Teal, Red Cat/Teal would have been able
to immediately take action to enforce Matus’s non-compete obligations pursuant to the Agreement
and/or pursue relief through litigation based on a claim for breach of his non-compete obligations
under the Agreement in order to avoid the exploitation and erosion of Red Cat’s and Red Cat’s
subsidiaries’ trade secret, proprietary, and confidential information, business relationships,
employee relationships, goodwill, innovation, and investments.

350. As a direct and proximate result of Matus’s fraudulent misrepresentation, Red

Cat/Teal have been damaged in an amount to be determined at trial.
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PRAYER FOR RELIEF

With respect to this Verified Complaint, and based on the foregoing, Plaintiffs Red Cat
Holdings, Inc. and Teal Drones, Inc. pray for the following relief:
1. Entry of a Preliminary Injunction, and, upon final disposition, entry of a Permanent
Injunction against Defendants, enjoining Defendants as follows:
a. For one (1) year from the date the Court enters a Preliminary Injunction Order,
Matus may not work for, and collaborate with, Vector on the design, development,
production, marketing, and sales of any drone technology;
b. For one (1) year from the date the Court enters a Preliminary Injunction Order,
Vector is prohibited from (i) manufacturing, marketing, distributing, entering or
competing for contracts, and/or selling any Vector designed, developed, and/or
marketed drones; (ii) working to identify and/or building business relationships
with any external entities or individuals in support of its drone design,
development, marketing, and/or manufacture efforts;
c. For one (1) year from the date the Court enters a Preliminary Injunction Order,
Matus and Vector are prohibited from soliciting any of Red Cat’s employees.
d. Defendants are prohibited from using, referencing, and/or disclosing Plaintiffs’
confidential information and trade secrets under the Defend Trade Secrets Act and
Utah Trade Secrets Act;
and other applicable relief as set forth in Plaintiffs” Motion for a Preliminary Injunction
and Memorandum in Support;
2. For actual, compensatory, punitive, and exemplary damages to be determined at trial;

3. For reasonable attorneys’ fees, costs, and expenses;
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4. For Matus’s obligations pursuant to the Agreement’s Non-Compete and Non-Solicitation

obligation to be tolled for a period of one (1) year from the date the Court enters an Order

enjoining Matus’s conduct in breach of the Agreement; and

5. Such other and further relief the Court deems just, including all fees and costs associated

with this action.

JURY DEMAND

Pursuant to Rule 38 of the Federal Rules of Civil Procedure, Plaintiffs Red Cat Holdings,

Inc. and Teal Drones, Inc. hereby assert their right to a trial by jury on all counts so triable.

Dated: August 4, 2025
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Respectfully submitted,

/s/ Christina M. Jepson

Christina M. Jepson (Utah Bar No. 7301)
Corey J. Hunter (Utah Bar No. 18964)
PARSONS BEHLE & LATIMER

201 South Main Street, Suite 1800

Salt Lake City, Utah 84111

Tel: (801) 532-1234

Fax: (801) 536-6111
Clepson@parsonsbehle.com
CHunter@parsonsbehle.com

Adam R. Rosenthal (Pro Hac Vice pending)
SHEPPARD MULLIN RICHTER & HAMPTON
LLP

12275 El Camino Real

Suite 100

San Diego, CA 92130

Tel: (858) 720-8900

Fax: (858) 509-3691
arosenthal@sheppardmullin.com

Victoria W. Hubona (Pro Hac Vice pending)
SHEPPARD MULLIN RICHTER & HAMPTON
LLP

321 N. Clark Street, 32" Floor

Chicago, Illinois 60654
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Tel: (312) 499-6300
Fax: (313) 499-6301
vhubona@sheppardmullin.com

Attorneys for Plaintiffs
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PORTIONS OF INFORMATION CONTAINED IN THIS AGREEMENT HAVE BEEN
EXCLUDED FROM THIS AGREEMENT BECAUSE THEY ARE BOTH NOT MATERIAL AND
THE TYPE THAT THE REGISTRANT TREATS AS PRIVATE OR CONFIDENTIAL.
EXCLUDED INFORMATION IS MARKED AS [***] BELOW

EXECUTIVE EMPLOYMENT AGREEMENT

This EXECUTIVE EMPLOYMENT AGREEMENT (“Agreement”) is made and entered into as
of May 10th, 2024, by and between Red Cat Holdings, Inc., a Nevada corporation (“Company”)
and George Matus, an individual (“Executive”). As used herein, the “Effective Date” of this
Agreement shall mean May 1, 2024.

WITNESSETH:

WHEREAS, the Executive desires to continue to be employed by the Company as Chief
Technology Officer (arole in which Executive has been serving since December 1, 2023) and the Company
wishes to continue to employ the Executive in such capacity; and

NOW, THEREFORE, in consideration of the foregoing and their respective covenants and
agreements contained in this document the Company and the Executive hereby agree as follows:

1. Employment and Duties. The Company agrees to continue to employ, and the Executive
agrees to continue to serve as the Company’s Chief Technology Officer. [ The Executive will also
continue to serve, without additional compensation or benefits, as the Chief Executive Officer of
the Company’s subsidiary Teal Drones, Inc.] The duties and responsibilities of the Executive shall
include the duties and responsibilities as the Company’s Chief Executive Officer or Company’s
Board of Directors (“Board”) may from time to time assign to the Executive reasonably
commensurate with those duties and responsibilities normally associated with and appropriate for
someone in the position of Chief Technology Officer. As used herein, “Board” and “Compensation
Committee” shall mean, respectively, the Board of Directors and Compensation Committee of the
Board.

The Executive shall devote all of Executive’s business time and best efforts to the
performance of Executive’s duties under this Agreement and shall be subject to, and shall comply
with the written Company policies, practices and procedures and all codes of ethics or business
conduct applicable to Executive’s position, as in effect from time to time to the extent provided
or made available to Executive. Notwithstanding the foregoing, the Executive shall be eligible
to (i) serve as a member of the board of directors of not more than two companies, subject to the
advance written approval of the Board, which approval shall not be unreasonably withheld,
conditioned or delayed; (ii) serve on civic, charitable, educational, religious, public interest or
public service boards, subject to the advance written approval of the Board, which approval shall
not be unreasonably withheld, and (iii) manage the Executive’s personal and family investments,
in each case, to the extent such activities do not materially interfere, as determined by the Board
in good faith, with the performance of the Executive’s duties and responsibilities hereunder.
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2. Term. The term of this Agreement shall commence on the Effective Date and shall
continue for a period of two (2) years following the Effective Date (unless terminated earlier in
accordance with Section 11) and shall be automatically renewed for successive one (1) year periods
thereafter unless either party provides the other party with written notice of their intention not to
renew this Agreement at least three (3) months prior to the expiration of the initial term or any
renewal term of this Agreement. “Employment Period” shall mean the initial two (2) year term plus
renewals, if any.

3. Place of Employment. The Executive’s services shall be primarily performed at the
Company’s offices 2800 S W Temple St., Unit 2 South Salt Lake, UT 84115 Utah or such other
location(s) as mutually agreed upon in writing between the Company and the Executive.

4. Base Salary. The Company agrees to pay the Executive a base salary (“Base Salary”)
equal to $230,000 per annum. The Base Salary shall be paid in periodic installments in accordance
with the Company’s regular payroll practices. The Base Salary may be adjusted by the
Compensation Committee in the Compensation Committee’s discretion (which may constitute
Good Reason as defined herein).

5. Bonus/Equity Compensation.

(a) Bonuses. For each fiscal year, the Executive shall be eligible to earn and receive an annual
bonus (the “Annual Bonus™) of up to 50 percent of the Base Salary (to be paid in cash or stock) as
reasonably determined by the Compensation Committee. The Compensation Committee will define
a set of goals and objectives during the Employment Period as a basis for determining a bonus
award(s). Such goals may be quantitative as well as qualitative in nature. Subject to cash
availability, the earned portion of the Annual Bonus shall be paid by the Company to the Executive
within 45 days after the Compensation Committee’s determination of the degree to which the
relevant targets have been met, it being understood that the attainment of any financial targets
associated with any bonus shall not be determined until following the completion of the Company’s
annual audit and public announcement of such results. Executive must remain employed with the
Company through the date of payment of the Annual Bonus in order to earn and receive such
Annual Bonus. Notwithstanding the foregoing, including without limitation the satisfaction of any
goals and/or objectives and/or any cash availability, within thirty (30) days of a written notice
from [***] to Teal Drones Inc. (and/or any of parents, subsidiaries, affiliates, and/or related
companies) of a production award for the [***] (the “Production Award”), the Company shall pay
Executive the Annual Bonus for that year in a lump non-deferred cash sum of $115,000.

If the Compensation Committee is unable to act or if there shall be no such Compensation
Committee, then all references herein to the Compensation Committee shall be deemed to be
references to the Board.

(b) Equity Compensation Awards. Subject to approval of the Compensation Committee, Executive
will receive an initial award (the “Initial Award”) and an additional award (the “[***] Award”) under
the Company’s 2019 Equity Incentive Plan (or any successor or replacement plan adopted by the
Board and approved by the stockholders of the Company) (the “Plan”). Subject to approval of the
Compensation Committee, Executive will be eligible for future grants of awards under the Plan as
the Compensation Committee or Board may from time to time determine (with the Initial Award and
the [***] Award, the “Share Awards”). A description of the Share Awards is set forth on Exhibit A
annexed hereto with vesting as set forth therein. Share Awards shall be subject to the applicable Plan
terms and conditions, provided, however, that Share Awards shall be subject to any additional terms
and conditions as are provided herein or in any award, Board/Compensation Committee resolution
or certificate(s), which shall supersede any conflicting provisions governing Share Awards provided
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under the Plan. Executive must timely execute the applicable Share Award agreement prescribed by
the Company as a condition of any such award and such Share Award agreement shall provide the
governing terms and conditions.

6. Post-Employment Compensation.

(a) Upon termination of Executive’s employment (“Termination Date) for any reason, the
Executive shall be entitled to: (A) all unpaid Base Salary earned through the Termination Date to
be paid according to Section 4; (B) all accrued but unused vacation time (if any); (C)
reimbursement of all reasonable business expenses that were incurred but unpaid as of the
Termination Date as set forth in Section 8; and (D) all vested benefits and unpaid amounts that
were earned pursuant to this Agreement (collectively “Accrued Benefits”).

(b) In the event of a termination of Executive’s employment by the Company without Cause,
or by the Executive for Good Reason and subject to the additional provisions of Section 11(d), then
in addition to the Accrued Benefits, Executive shall also be eligible for the following separation
benefits (“Separation Benefits”): (i) twelve months of Executive’s then Base Salary (but no lower
than Executive’s Base Salary prior to any reduction that constituted Good Reason) and benefits, (ii)
accelerated vesting of the unvested portion of Executive’s outstanding Share Awards (including
without limitation the Initial Award and [***] Award), (iii) the Annual Bonus for the year in which
Employee’s last date of employment occurred (plus any unpaid prior year’s Annual Bonuses
including the Annual Bonus of $115,000 if the Production Award occurs) paid as a non-deferred
cash payment of 50% of Executive’s then Base Salary (but no lower than Executive’s Base Salary
prior to any reduction that constituted Good Reason); and (iv) continuation of coverage with
respect to the Company’s group health plans as permitted by the Consolidated Omnibus Budget
Reconciliation Act of 1985 (“COBRA”) for Executive and each of Executive’s “Qualified
Beneficiaries” as defined by COBRA (“COBRA Coverage”). The Company shall on a monthly
basis reimburse Executive for the amount of any COBRA premium paid for COBRA Coverage
timely elected by and for the Executive and any Qualified Beneficiary of the Executive, and not
otherwise reimbursed, during the period that ends on the earliest of (x) the date the Executive or
the Qualified Beneficiary, as the case may be, ceases to be eligible for COBRA Coverage, (y)
the last day of the consecutive 6 month period following the Termination Date and (z) the date
the Executive or the Qualified Beneficiary, as the case may be, is covered by another group
health plan. In order for the Company to reimburse any COBRA premium payment under this
paragraph, the Company must receive documentation from Executive of the COBRA premium
payment paid by Executive within forty-five (45) days of its payment. Notwithstanding the
foregoing, if the Company determines, in its sole discretion, that its payment of the premiums on
Executive’s behalf would result in a violation of the nondiscrimination rules of Internal Revenue
Code Section 105(h)(2) or any statute or regulation of similar effect (including but not limited
to the 2010 Patient Protection and Affordable Care Act, as amended by the 2010 Health Care and
Education Reconciliation Act), then the Company shall instead each month provide Executive
with a taxable payment equal to the amount of the Company’s portion of the premiums which
Executive may, but is not required to, use towards the cost of COBRA Coverage.

7. Clawback Policy. The Annual Bonus, Share Awards, and any and all other stock based
or incentive compensation (collectively, the “Clawback Benefits”) shall be subject to the
Company’s “Clawback Policy” in Exhibit B as such policy may be amended or replaced by the
Company. The parties acknowledge it is their intention and understanding that the Clawback Policy
is intended to conform in all respects to the applicable provisions of the Dodd-Frank Wall Street
Reform and Consumer Protection Act of 2010 (“Dodd-Frank Act”) and related regulations of the
SEC and stock exchange upon which the Company’s securities are traded which, among other
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things, require recovery of all “incentive-based” compensation, pursuant to the provisions of the
Dodd-Frank Act. Accordingly, the terms and provisions of this Agreement shall be deemed
automatically amended from time to time to assure compliance with the Dodd-Frank Act and such
rules and regulations as in effect on the Effective Date and which may be amended from time to
time. The provisions of this Section 7 shall survive the termination of the Executive’s employment
for any reason.

8.  Business Expenses. The Executive shall be entitled to reimbursement by the Company for
all reasonable ordinary and necessary travel, entertainment, and other business expenses incurred
by the Executive while employed by the Company (in accordance with the policies and procedures
established by the Company for its senior executive officers) in the performance of Executive’s
duties and responsibilities under this Agreement; provided, that the Executive shall properly
account for such business expenses in accordance with Company policies and procedures.
Reimbursement of approved business expenses shall be paid out even after the Termination Date,
so long as the expenses were incurred during Executive’s employment with the Company.

9. Other Benefits. During the Employment Period, the Executive shall be eligible to participate
in incentive, stock purchase, savings, retirement (401(k)), and welfare benefit plans, including,
without limitation, health, medical, dental, vision, life (including accidental death and
dismemberment) and disability insurance plans (collectively, “Benefit Plans™), in substantially the
same manner and at substantially the same levels as the Company makes such opportunities available
to the Company’s managerial or salaried executive employees and/or its senior executive officers.

10. Vacation. During the Employment Period, the Executive shall be eligible to accrue, on a
pro rata basis, 3 weeks of paid vacation days per year. Vacation shall be taken at such times as are
acceptable to the Company and no more than 10 consecutive days shall be taken at any one time
without Company Chief Executive Officer written approval in advance. Vacation must be taken
each year and may not accrue. The Company may in its discretion modify (or eliminate) these
vacation provisions in accordance with its vacation policy for salaried employees.

11. Termination of Employment.

(a) Death. If the Executive dies during the Employment Period, this Agreement and the
Executive’s employment with the Company shall automatically terminate and the Company’s
obligations to the Executive’s estate and to the Executive’s Qualified Beneficiaries shall be limited
to the Accrued Benefits.

(b) Disability. In the event that, during the Employment Period, the Executive shall be
prevented from performing Executive’s essential functions hereunder to the full extent required by
the Company by reason of Disability (as defined below), this Agreement and the Executive’s
employment with the Company shall automatically terminate. The Company’s obligation to the
Executive and to the Executive’s Qualified Beneficiaries under such circumstances shall be limited
to the Accrued Benefits. For purposes of this Agreement, “Disability” shall mean a physical or
mental disability that prevents the performance by the Executive, with or without reasonable
accommodation, of essential functions hereunder for an aggregate of ninety (90) days or longer
during any twelve (12) consecutive months. The determination of the Executive’s Disability shall
be made by an independent physician who is reasonably acceptable to the Company and the
Executive (or Executive’s representative), be final and binding on the parties hereto and be made
taking into account such competent medical evidence as shall be presented to such independent
physician by the Executive and/or the Company or by any physician or group of physicians or
other competent medical experts employed by the Executive and/or the Company to advise such
independent physician.
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(c) Cause.

(1) At any time during the Employment Period, the Company may terminate this
Agreement and the Executive’s employment hereunder for Cause. For purposes of this Agreement,
“Cause” shall mean: (a) Executive’s willful failure or gross misconduct in performing Executive’s
material duties and responsibilities for the Company or following the lawful instructions of the
person or body to which Executive reports (other than any such failure resulting from the
Executive’s death or Disability) after a written notice by the Board is delivered to the Executive,
which notice identifies the manner in which the Board believes that the Executive has violated
this clause (a) and such violation is not fully cured by the Executive within fifteen (15) business
days following Executive’s receipt of such written notice; (b) the conviction of Executive of, or
plea of guilty or nolo contendere to, a felony or crime involving fraud or moral turpitude, (c)
Executive’s theft, material act of dishonesty or fraud, intentional falsification of any employment
or Company records, or commission of any criminal act which impairs Executive’s ability to
perform Executive’s employment duties for the Company, (d) Executive’s intentional or reckless
conduct or gross negligence materially harmful to the Company or the successor to the Company
after a change in control of the Company, including violation of a non-competition or
confidentiality agreement; or (e) a material breach or violation by Executive of this Agreement
or any other agreement with the Company or of a written Company policy. Termination under
clauses (b), (c), (d), or (e) of this Section 11(c)(1) shall not be subject to cure. The ability for
Executive to cure a violation under clause (a) shall be limited to one time with respect to a
violation covering the same or similar facts.

(2) For purposes of this Section 11(c), no act, or failure to act, on the part of the Executive
shall be considered “willful” unless done, or omitted to be done, by Executive in bad faith and
without reasonable belief that Executive’s action or omission was in, or not opposed to, the best
interest of the Company. Between the time the Executive receives written notice as set forth in
subparagraph (1) clause (a) above, and prior to an actual termination for Cause, the Executive will
be entitled to appear (with counsel) before the full Board to present information regarding
Executive’s views on the Cause event. After such hearing before the Board, termination for Cause
must be approved by a majority vote of the full Board (other than the Executive). For terminations
pursuant to Sections 11(c)(1)(b), (c), (d), or (¢), the Board may suspend the Executive with full pay
and benefits until a final determination by the full Board has been made.

(3) Upon termination of this Agreement and Executive’s employment for Cause, the
Company shall have no further obligations or liability to the Executive or Executive’s heirs,
administrators or executors with respect to compensation and benefits thereafter, except for the
Accrued Benefits. Additionally, all of Executive’s outstanding vested and unvested stock options
and stock appreciation rights shall be then forfeited without consideration.

(d) For Good Reason or Without Cause.

(1) At any time during the Employment Period and subject to the conditions set forth in
Section 11(d)(2) below, the Company shall be entitled to terminate this Agreement and the
Executive’s employment with the Company without Cause by providing written notice to the
Executive and the Executive may terminate this Agreement and the Executive’s employment with
the Company for “Good Reason”. For purposes of this Agreement, “Good Reason” shall mean the
occurrence of any of the following events without Executive’s consent: (A) the assignment to the
Executive of duties that are significantly different from, and/or that result in a substantial
diminution of, the duties that Executive assumed on the Effective Date (including reporting to
anyone other than solely and directly to the Company’s Chief Executive Officer); (B) the
assignment to the Executive of a title that is different from and subordinate to the Chief Financial
Officer of the Company; (C) material breach by the Company of this Agreement, or (D) a required
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relocation of the Executive's primary place of employment (as described in Section 3) by more
than a 50 mile radius.

(2) The Executive shall not be permitted to terminate employment and this Agreement for
Good Reason unless and until the Executive shall have delivered written notice to the Company
within ninety (90) days of the date upon which the facts giving rise to Good Reason occurred of
Executive’s intention to terminate this Agreement and employment with the Company for Good
Reason, which notice specifies in reasonable detail the circumstances claimed to provide the basis
for such termination for Good Reason, and the Company shall not have cured or remedied the
circumstances constituting Good Reason within thirty (30) days of its receipt from the Executive
of such written notice. In the event the Executive elects to terminate this Agreement for Good
Reason in accordance with Section 11(d)(1), such election must be made within the eighty (180)
days following the initial existence of one or more of the conditions constituting Good Reason as
provided in Section 11(d)(1).

(3) In the event that the Executive terminates this Agreement and Executive’s employment
with the Company for Good Reason or the Company terminates this Agreement and the Executive’s
employment with the Company without Cause, the Company shall pay or provide to the Executive
(or, following death, to the Executive’s heirs, administrators or executors) the Section 6(b) benefits
provided, that the Executive executes (within no later than 45 days after the Termination Date) a
separation agreement prescribed by the Company (“Separation Agreement”) which among other
things releases the Company and its affiliates from any and all claims, such release is irrevocable
by the time specified in the Separation Agreement, and the Executive complies with Executive’s
other obligations under this Agreement, the Separation Agreement, and all other obligations owed
to the Company. Subject to the terms hercof including without limitation that the Separation
Agreement has become effective under its own terms, one-half (1/2) of the compensation of the
Separation Benefits payment under Section 6(b)(i) shall be paid within sixty (60) days of the
Termination Date (“Initial Payment”), provided however that if the effectiveness of the Separation
Agreement could potentially occur in more than one calendar year, the Initial Payment shall be
made in the later of such two calendar years. The balance of the Separation Benefits under Section
6(b)(i) shall be paid in substantially equal installments on the Company’s regular payroll dates
beginning with the first payroll date coincident with or immediately following the Initial Payment
and ending on the payroll date coincident with or immediately following the date that is six months
after the Termination Date. For avoidance of doubt, none of the payments or benefits under Section
6(b)(i) through (iii) shall be provided unless and until the Separation Agreement has become
effective by its own terms.

(4) The Executive shall not be required to mitigate the amount of any payment provided for
in this Section 11(d) by seeking other employment or otherwise, nor shall the amount of any payment
provided for in this Section 11(d) be reduced by any compensation earned by the Executive as the
result of employment by another employer or business or by profits earned by the Executive from
any other source at any time before and after the Termination Date. The Company’s obligation to
make any payment pursuant to, and otherwise to perform its obligations under, this Agreement shall
not be affected by any offset, counterclaim or other right that the Company may have against the
Executive for any reason.

(e) Without “Good Reason” by the Executive. At any time during the Employment Period,
the Executive shall be entitled to terminate this Agreement and the Executive’s employment with
the Company without Good Reason by providing prior written notice of at least thirty (30) days to
the Company. Upon termination by the Executive of this Agreement and the Executive’s
employment with the Company without Good Reason, the Company shall have no further
obligations or liability to the Executive or Executive’s heirs, administrators, or executors except
for the Accrued Benefits.
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(f) Notice of Termination. Any termination of the Executive’s employment by the Company
or by the Executive (other than termination by reason of the Executive’s death) shall be
communicated by written Notice of Termination to the other party of this Agreement. For purposes
of this Agreement, a “Notice of Termination” shall mean a written notice which shall indicate the
specific termination provision in this Agreement relied upon and shall set forth in reasonable detail
the facts and circumstances claimed to provide a basis for termination of the Executive’s employment
under the provision so indicated.

12. Confidential Information and Company Property.

(a) Executive recognizes, acknowledges and agrees that Executive has had and will
continue to have access to secret and confidential information regarding the Company and
Company, its subsidiaries and their respective businesses (“Confidential Information”), including
but not limited to, its products, methods, formulas, software code, patents, sources of supply,
customer dealings, data, know-how, trade secrets and business plans, provided such information is
not in or does not hereafter become part of the public domain, or become known to others through
no fault of the Executive. The Executive acknowledges that such information is of great value to
the Company and Company, is the sole property of the Company, and has been and will be acquired
by Executive in confidence. In consideration of the obligations undertaken by the Company herein,
the Executive will not, at any time, during or after employment hereunder, reveal, divulge, or make
known to any person, any information acquired by the Executive during the course of employment,
which is treated as confidential by the Company, and not otherwise in the public domain. The
provisions of this Section 12 shall survive the termination of the Executive’s employment for any
reason.

(b) Executive affirms that Executive does not possess and will not rely upon the protected
trade secrets or confidential or proprictary information of any prior employer(s) in providing
services to the Company or its subsidiaries.

(¢) Upon termination of Executive’s employment with the Company for any reason, the
Executive shall deliver forthwith to the Company any and all originals and copies, including those
in electronic or digital formats, of Confidential Information; provided, however, the Executive
shall be entitled to retain (i) papers and other materials of a personal nature, including, but not
limited to, photographs, correspondence, personal diaries, calendars and rolodexes, personal files
and phone books, (ii) information showing compensation or relating to reimbursement of expenses,
(ii1) information that Executive reasonably believes may be needed for tax purposes and (iv) copies
of plans, programs and agreements relating to employment, or termination thereof, with the
Company.

(d) Executive is aware that all Company property, including physical property,
documents, and Confidential Information that Executive receives or creates during employment
with the Company, belongs to the Company. Executive understands and agrees that Executive has
a duty and a responsibility to return all such property upon the Termination Date. Executive
therefore agrees that, pursuant to that duty, upon the Termination Date, or at any other time upon
the Company’s request, Executive will promptly deliver to the Company all such property,
documents, and Confidential Information.

13. Section 409A.

The provisions of this Agreement are intended to comply with or be exempt from Internal
Revenue Code (“Code”) Section 409A (“Section 409A”) and the related Treasury Regulations and
shall be construed in a manner consistent with the requirements for avoiding taxes or penalties
under Section 409A. The Company and the Executive agree to work together in good faith to
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consider amendments to this Agreement and to take such reasonable actions necessary, appropriate
or desirable to avoid imposition of any additional tax under Section 409A or income recognition
prior to actual payment to the Executive under this Agreement.

It is intended that any business expense reimbursement made under this Agreement shall be
exempt from Section 409A. Notwithstanding the foregoing, if any expense reimbursement made
under this Agreement shall be determined to be “nonqualified deferred compensation” subject to
Section 409A (“Deferred Compensation”), then (a) the right to reimbursement or in-kind benefits is
not subject to liquidation or exchange for another benefit, (b) the amount of expenses eligible for
reimbursement, or in-kind benefits, provided during any taxable year shall not affect the expenses
eligible for reimbursement, or in-kind benefits to be provided, in any other taxable year (provided
that this clause (b) shall not be violated with regard to expenses reimbursed under any arrangement
covered by Section 105(b) of the Code solely because such expenses are subject to a limit related
to the period the arrangement is in effect) and (¢) such payments shall be made on or before the last
day of the taxable year following the taxable year in which the expense was incurred.

With respect to the time of payments of any amount under this Agreement that is Deferred
Compensation, references in the Agreement to “termination of employment” and substantially
similar phrases, including a termination of employment due to the Executive’s Disability, shall mean
“Separation from Service” from the Company within the meaning of Section 409A (determined after
applying the presumptions set forth in Treasury Regulation Section 1.409A-1(h)(1)). Each
installment payable hereunder shall constitute a separate payment for purposes of Treasury
Regulation Section 1.409A-2(b), including Treasury Regulation Section 1.409A-2(b)(2)(iii). Each
payment that is made within the terms of the “short-term deferral” rule set forth in Treasury
Regulation Section 1.409A-1(b)(4) is intended to meet the “short-term deferral” rule. Each other
payment is intended to be a payment upon an involuntary termination from service and payable
pursuant to Treasury Regulation Section 1.409A-1(b)(9)(iii), et. seq., to the maximum extent
permitted by that regulation, with any amount that is not exempt from Code Section 409A being
subject to Code Section 409A.

Notwithstanding anything to the contrary in this Agreement, if the Executive is a “specified
employee” within the meaning of Section 409A at the time of the Termination Date, then only that
portion of the severance and benefits payable to the Executive pursuant to this Agreement, if any,
and any other payments or benefits which may be considered Deferred Compensation (together, the
“Deferred Separation Benefits”), which (when considered together) do not exceed the Section 409A
Limit (as defined herein) may be made within the first six (6) months following the Termination
Date in accordance with the payment schedule applicable to each payment or benefit. Any portion
of the Deferred Separation Benefits in excess of the Section 409A Limit otherwise due to the
Executive on or within the six (6) month period following the Termination Date will accrue during
such six (6) month period and will become payable in one lump sum cash payment (without interest)
on the date six (6) months and one (1) day following the Termination Date. All subsequent Deferred
Separation Benefits, if any, will be payable in accordance with the payment schedule applicable to
each payment or benefit. Notwithstanding anything herein to the contrary, if the Executive dies
following the Termination Date but prior to the six (6) month anniversary of the Termination Date,
then any payments delayed in accordance with this paragraph will be payable in a lump sum as soon
as administratively practicable after the date of the Executive’s death and all other Deferred
Separation Benefits will be payable in accordance with the payment schedule applicable to each
payment or benefit. Notwithstanding the foregoing, any other Deferred Compensation amounts
that are payable as a result of and within six (6) months following the Termination Date shall not
be paid until the earlier of (i) the day after six months following the Termination Date, or (ii) ten
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(10) days after the Company receives written notification of Executive’s death. Any such delayed
payments shall be made without interest.

For purposes of this Agreement, “Section 409A Limit” shall mean a sum equal to (x) the
amounts payable within the terms of the “short-term deferral” rule under Treasury Regulation
Section 1.409A-1(b)(4) plus (y) the amount payable as “separation pay due to involuntary
separation from service” under Treasury Regulation Section 1.409A-1(b)(9)(iii) equal to the lesser
of two (2) times: (i) the Executive’s annualized compensation from the Company based upon
Executive’s annual rate of pay during the Executive’s taxable year preceding Executive’s taxable
year when Executive’s employment terminated, as determined under Treasury Regulation 1.409A-
1(b)(9)(ii1)(A)(1); and (ii) the maximum amount that may be taken into account under a qualified
plan pursuant to Section 401(a)(17) of the Code for the year in which the Executive’s employment
is terminated.

The provisions of this Section 13 shall survive the termination of the Executive’s
employment for any reason.

14. Non-Compete, Non-Disclosure and Non-Solicitation.

Non-Compete Clause: The Executive agrees that during the Employment Period and for a period
of twelve (12) months immediately following the Termination Date, regardless of the cause of
termination, the Executive shall not directly or indirectly engage in any business activity which
is similar to the business of the Company within the same city, county, state or other defined
geographical area recognized by the Company in which the Executive provided services for the
Company, so long as the Company continues to carry on such business in the city, county, state
or other defined geographical area.

Non-Disclosure Agreement (NDA): The Executive shall not, during or at any time after the
Termination Date, disclose any confidential information or proprietary data to any person or entity.
This includes, but is not limited to, client lists, trade secrets, business operations, internal
processes, and other Confidential Information as defined in 12(a) above. This does not include any
information or data that has become part of the public domain and is neither confidential nor
proprietary at the time of disclosure through no fault of the Executive. The obligations set forth in
this clause shall survive the termination of employment and continue indefinitely.

Non-Solicitation Clause: For a period of twelve (12) months after the Termination Date, the
Executive shall not directly or indirectly solicit business from, or attempt to sell, license, or
provide the same or similar products or services as are now provided to, any customer or client
of the Company who was a customer or client of the Company at any time during the Executive’s
employment with the Company. Further, the Executive shall not solicit, entice, or induce any
employee of the Company to leave their employment during the same period.

15.  Within fifteen (15) days of full execution of this Agreement, the Company shall reimburse
Executive for Executive’s attorneys’ fees in relation to this Agreement up to a maximum amount of
$10,000.

16. Miscellaneous.

(a) The Executive may not assign or delegate any of Executive’s rights or duties under this
Agreement. The Company shall have the right to delegate its rights and obligations under this
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Agreement to any affiliate or to any person or entity which acquires all or substantially all of the
Company’s business, securities or assets.

(b) During the Employment Period, the Company (i) shall indemnify and hold harmless the
Executive for good faith actions or inactions in connection with employment to the maximum extent
provided by the laws of the United States and by the Company’s bylaws and (ii) shall cover the
Executive under the Company’s directors’ and officers’ liability insurance on the same basis as it
covers other senior executive officers and directors of the Company.

(c) This Agreement constitutes and embodies the full and complete understanding and
agreement of the parties with respect to the Executive’s employment by the Company, supersedes
all prior understandings and agreements, whether oral or written, between the Executive and the
Company, and shall not be amended, modified or changed except by an instrument in writing
executed by the party to be charged. The invalidity or partial invalidity of one or more provisions of
this Agreement shall not invalidate any other provision of this Agreement. No waiver by either party
of any provision or condition to be performed shall be deemed a waiver of similar or dissimilar
provisions or conditions at the same time or any prior or subsequent time.

(d) This Agreement shall inure to the benefit of, be binding upon and enforceable against, the
parties hereto and their respective successors, heirs, beneficiaries and permitted assigns.

(e) The headings contained in this Agreement are for convenience of reference only and shall not
affect in any way the meaning or interpretation of this Agreement.

(f) All notices, requests, demands and other communications required or permitted to be
given hereunder shall be in writing and shall be deemed to have been duly given when personally
delivered, sent by registered or certified mail, return receipt requested, postage prepaid, or by
reputable national overnight delivery service (e.g., Federal Express) for overnight delivery to the
party at the address set forth in the preamble to this Agreement, or to such other address as either
party may hereafter give the other party notice of in accordance with the provisions hereof. Notices
shall be deemed given on the sooner of the date actually received or the third business day after
deposited in the mail or one business day after deposited with an overnight delivery service for
overnight delivery.

(g) This Agreement shall be governed by and construed in accordance with the internal
laws of the State of Utah, and each of the parties hereto irrevocably consents to the jurisdiction
and venue of the federal and state courts located in the State of Utah for any disputes arising out
of this Agreement, or the Executive’s employment with the Company or termination of such
employment. The prevailing party in any dispute arising out of this Agreement shall be entitled to
reasonable attorney’s fees and costs. This Agreement is to be interpreted without regard to the
party who was primarily responsible for its drafting. The terms and intent of this Agreement, with
respect to the rights and obligations of Executive and the Company, shall be interpreted and
construed on the express assumption that each party participated equally in its drafting.

(h) This Agreement may be executed simultaneously in two or more counterparts, each of which
shall be deemed an original, but all of which together shall constitute one of the same instruments.

(1) Executive represents and warrants to the Company, that Executive has the full power
and authority to enter into this Agreement and to perform Executive’s obligations hereunder and
that the execution and delivery of this Agreement and the performance of Executive’s obligations
hereunder will not conflict with any agreement to which the Executive is a party.

(j) The Company represents and warrants to Executive that it has the full power and
authority to enter into this Agreement and to perform its obligations hereunder and that the
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execution and delivery of this Agreement and the performance of its obligations hereunder will
not conflict with any agreement to which the Company is a party.

(k) All payments or benefits provided by the Company (whether under this Agreement or
otherwise) to Executive or Executive’s estate or beneficiaries will be subject to tax withholding in
amounts determined by the Company pursuant to applicable laws or regulations. Executive shall be
solely responsible for any taxes imposed on Executive in connection with or as a result of this
Agreement.

[Signature page follows immediately]

IN WITNESS WHEREOF, the Executive and the Company have caused this Executive Employment
Agreement to be executed as of the date first above written.

COMPANY:

RED CAT HOLDINGS, INC.

By: /s/ Jeft Thompson
Name: Jeff Thompson
Title: Chief Executive Officer

EXECUTIVE:

By: /s/ George Matus
Name: George Matus
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EXHIBIT A

RESTRICTED STOCK AWARD

Governing Plan: 2019 Equity Incentive Plan (“Plan”)
Initial Award Type: Restricted Stock Units
Number of Company Common Shares Subject to Initial Award: 600,000

Time-Based Vesting Conditions of Share Awards: Notwithstanding anything to the contrary,
150,000 Shares of the Initial Award shall be vested upon grant; the balance of the Initial Award
and all other Share Awards (other than the [***] Award) shall vest (subject to Executive’s
continuous employment) quarterly in equal amounts on the 10" day following the close of each of
the successive six fiscal quarters (for the avoidance of doubt, 75,000 Shares will vest each quarter).

[***] Award: Executive shall also receive an award of 300,000 Shares which shall vest upon written
notice

from [***] to Teal Drones Inc. (and/or any of parents, subsidiaries, affiliates, and/or related

companies) of a production award for the [***].

Change in Control: Notwithstanding anything to the contrary, in addition to the above, the
vesting of the Share Awards shall accelerate so that the Share Awards are deemed fully vested as
of immediately prior to a Change in Control (as defined in the Plan). In the event of a Change in
Control within twelve (12) months following the cessation of Executive’s service to the
Company for any reason other than a Cause event, the Company shall pay to Executive, within
thirty (30) days of such Change in Control, a cash sum equal to the value of the unvested Share
Awards that Executive would have had as of the consummation of the Change in Control had
they been held by Executive at the time of the Change in Control.

“Change of Control” means (a) a merger, reorganization, consolidation or similar business
combination involving the Company as a result of which equity owners of the Company
immediately prior to the transaction directly or indirectly own securities having less than
fifty percent (50%) of the combined voting power of the voting securities of the resulting or
surviving entity after such merger, reorganization, consolidation or combination; (b) the
sale, lease, conveyance or other disposition, or the entering into an agreement to sell, lease,
convey or otherwise dispose, of all or substantially all of the assets of the Company to a
third party that is not controlled by the equity owners of the Company at the time of such
transaction; (c) a sale or series of related sales of equity of the Company as a result of which
the equity owners of the Company immediately prior to such transaction or transactions own
securities having less than fifty percent (50%) of the combined voting power of the voting
securities of such entity thereafter; (d) an individual and/or entity becomes the beneficial
owner, directly or indirectly, of shares of capital stock of the Company entitling such
individual and/or entity to fifty percent (50%) or more of the total voting power of all
classes of equity of the Company entitled to vote in elections of directors; and/or (¢) the
dissolution or liquidation of the Company.

EXHIBIT B
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POLICY ON RECOVERY OF ERRONEOUSLY AWARDED COMPENSATION
1. Overview

The Board believes that it is in the best interests of the Company and its stockholders to adopt
this Policy to provide for the recovery of certain Incentive-Based Compensation in the event of an
Accounting Restatement. This Policy is designed to comply with, and shall be interpreted to be
consistent with, Section 10D of the Exchange Act, the regulations and rules promulgated by the SEC
thereunder, including, without limitation, Rule 10D-1 promulgated under the Exchange Act (“Rule
10D-1”), and the applicable rules, regulations and listing standards of the Exchange (collectively, and
as the same may be in effect from time to time, the “Applicable Rules”). Unless otherwise defined in
this Policy, capitalized terms used in this Policy have the meanings given to them in Section 2.

2.  Definitions

(a) “Accounting Restatement” means an accounting restatement of the Company’s
financial statements due to the Company’s material noncompliance with any financial reporting
requirement under U.S. securities laws, including any required accounting restatement to correct an
error in previously issued financial statements that is material to the previously issued financial
statements, or that would result in a material misstatement if the error were corrected in the current
period or left uncorrected in the current period.

(b) “Board” means the Board of Directors of the Company, as constituted from time to
time.

(c) “Clawback Eligible Incentive-Based Compensation” means, in connection with an
Accounting Restatement and with respect to each individual who served as a Senior Executive at
any time during the applicable performance period for any Incentive-Based Compensation
(whether or not such Senior Executive is serving at the time the Erroneously Awarded
Compensation is required to be recouped by the Company), all Incentive-Based Compensation
Received by such Senior Executive (i) on or after the Effective Date, (ii) after beginning service
as a Senior Executive, (iii) while the Company has a class of securities listed on a national
securities exchange, and (iv) during the applicable Look-Back Period.

(d) “Committee” means the Compensation Committee of the Board or such other
committee or subcommittee of the Board, if any, duly appointed to administer this Policy and having
such powers in each instance as shall be specified by the Board and as specified in Section 3 of this
Policy. The Board may also serve as the Committee.

(e) “Company” means Red Cat Holdings, Inc. a Nevada corporation.
() “Effective Date” means October 2, 2023.

(g2) “Erroneously Awarded Compensation” means, with respect to each Senior
Executive in connection with an Accounting Restatement, the amount of the Clawback Eligible
Incentive-Based Compensation that exceeds the amount of the Incentive-Based Compensation
that would have been Received had the amount of such Incentive-Based Compensation been
calculated based on the restated amounts, as determined by the Committee, calculated by the
Committee without regard to any taxes paid. With respect to Incentive-Based Compensation based
on (or derived from) TSR or stock price, where the amount of Erroneously Awarded
Compensation is not subject to mathematical recalculation directly from the information in the
applicable Accounting Restatement, the Committee shall determine the amount of Erroneously
Awarded Compensation based on a reasonable estimate of the effect of the Accounting
Restatement on the TSR or stock price upon which the Incentive-Based Compensation was
Received.
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(h) “Exchange” means The Nasdaq Stock Market.
(1) “Exchange Act” means the Securities Exchange Act of 1934, as amended.

() “Financial Reporting Measure” means any measure that is determined and presented
in accordance with the accounting principles used in preparing the Company’s financial
statements, and any measure that is derived wholly or in part from such measure, including but not
limited to, “non-GAAP financial measures” for purposes of Exchange Act Regulation G and Item
10 of Regulation S-K, as well as other measures, metrics and ratios that are not non-GAAP
measures, like same store sales. Financial Reporting Measures include but are not limited to the
following (and any measures derived from the following): stock price; TSR; revenues; net income;
operating income; profitability of one or more reportable segments; financial ratios (e.g., accounts
receivable turnover and inventory turnover rates); earnings before interest, taxes, depreciation and
amortization; funds from operations and adjusted funds from operations; liquidity measures (e.g.,
working capital, operating cash flow); return measures (e.g., return on invested capital, return on
assets); earnings measures (e.g., earnings per share); sales per square foot or same store
sales, where sales is subject to an Accounting Restatement; revenue per user, or average revenue
per user, where revenue is subject to an Accounting Restatement; cost per employee, where cost
is subject to an Accounting Restatement; any of such financial reporting measures relative to a
peer group, where the Company’s financial reporting measure is subject to an Accounting
Restatement; and tax basis income. A Financial Reporting Measure need not be presented within
the Company’s financial statements or included in a report or other document filed with the SEC.

(k) “Incentive-Based Compensation” means any compensation granted, earned or vested
based wholly or in part upon the attainment of a Financial Reporting Measure, measured on a pre-
tax basis. Incentive-Based Compensation includes, without limitation: any non-equity incentive plan
awards that are earned based wholly or in part on satisfying a Financial Reporting Measure
performance goal; bonuses paid from a “bonus pool,” the size of which is determined based wholly
or in part on satisfying a Financial Reporting Measure performance goal; other cash awards based
on satisfaction of a Financial Reporting Measure performance goal; restricted stock, restricted stock
units, performance share units, stock options, and stock appreciation rights that are granted or
become vested based wholly or in part on satisfying a Financial Reporting Measure Performance
Goal; and proceeds received upon the sale of shares acquired through an incentive plan that were
granted or vested based wholly or in part on satisfying a Financial Reporting Measure performance
goal.

Q) “Look-Back Period” means, with respect to an Accounting Restatement, the three
completed fiscal years of the Company immediately preceding the Restatement Date and any
transition period (that results from a change in the Company’s fiscal year) within or immediately
following those three completed fiscal years (except that a transition period that comprises a period
of at least nine months shall count as a completed fiscal year).

(m)  “Policy” means this Policy on Recovery of Erroneously Awarded Compensation as the
same may be amended, modified, supplemented, and/or restated from time to time.

(n) “Received” means, with respect to Incentive-Based Compensation, actual or
deemed receipt, and Incentive-Based Compensation shall be deemed “Received” in the
Company’s fiscal period during which the applicable Financial Reporting Measure specified in
the Incentive-Based Compensation award is attained, even if the payment or grant of such
Incentive-Based Compensation occurs after the end of that period. If an equity award vests only
upon satisfaction of a Financial Reporting Measure performance condition, the award shall be
deemed Received in the fiscal period when it vests. Ministerial acts or other conditions necessary
to effect issuance or payment, such as calculating the amount earned or obtaining Board approval
of payment, do not affect the determination of the date Received.
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(0) “Restatement Date” means the earlier to occur of (i) the date the Board, a committee
of the Board, or the officer or officers of the Company authorized to take such action if Board action
is not required, concludes, or reasonably should have concluded, that the Company is required to
prepare an Accounting Restatement or (ii) the date a court, regulator or other legally authorized
body directs the Company to prepare an Accounting Restatement, in each case regardless of if or
when the restated financial statements are filed.

(p) “SEC” means the U.S. Securities and Exchange Commission.

(q9) “Senior Executives” means any person who was the Company’s president, principal
financial officer, principal accounting officer (or if there is no such accounting officer, the
controller), any vice-president of the Company in charge of a principal business unit, division, or
function (such as sales, administration, or finance), any other officer who performed a policy-
making function, or any other person who performed similar policy-making functions for the
Company and any other “key employees” who were designated as “Senior Executives” by the
Committee. Executive officers of the Company’s parents or subsidiaries may be deemed Senior
Executives if they perform policy-making functions for the Company. For purposes of this
definition, policy-making function is not intended to include policy-making functions that are not
significant. All executive officers of the Company identified by the Board pursuant to Item 401(b)
of Regulation S-K shall be deemed Senior Executives.

(1) “TSR” means total stockholder return.

3. Administration of Policy

(a) The Policy shall be administrated by the Committee. All questions of interpretation
or application of this Policy shall be determined by the Committee. All Committee decisions shall
be final and binding upon all persons and shall be afforded the maximum deference permitted under
applicable law. The Committee is authorized to make all determinations necessary, appropriate or
advisable for the administration of this Policy and to use any of the Company’s resources it deems
appropriate to recoup Erroneously Awarded Compensation.

(b)  Determinations of financial and/or accounting irregularities for purposes of this Policy shall
be made by the Committee independently of, and the Committee shall not be bound by, determinations by
management or by any other committee of the Board.

(c) In the administration of this Policy, the Committee is authorized and directed to
consult with the full Board or such other committees of the Board as may be necessary or
appropriate as to matters within the scope of such other committee’s responsibility and authority.
Subject to any limitation under applicable law, the Committee may authorize and empower any
officer or employee of the Company to take any and all actions necessary or appropriate to carry
out the purpose and intent of this Policy (other than with respect to any recovery under this Policy
involving such officer or employee).

4. Accounting Restatements; Recoupment

(a) If the Company is required to prepare an Accounting Restatement, the Company
shall determine, in accordance with this Policy and the Applicable Rules, the amount of any
Erroneously Awarded Compensation for each Senior Executive in connection with such
Accounting Restatement, irrespective of any fault, misconduct or responsibility of any Senior
Executive for the Accounting Restatement, and thereafter the Company shall reasonably promptly
recover such amount of Erroneously Awarded Compensation. In connection with the foregoing,
the Committee, which may act in conjunction with the Company’s Audit Committee, shall take
all such actions required by this Policy and the Applicable Rules.
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(b) If there was Erroneously Awarded Compensation, the Committee shall determine,
in its sole discretion, the timing and method(s) for promptly recouping the same, which methods
may include, without limitation, one or more of the following: (i) requiring reimbursement of any
Erroneously Awarded Compensation; (ii) requiring reimbursement of any equity based
compensation awarded; (iii) cancelling outstanding cash or equity-based awards, whether vested
or unvested or paid or unpaid; (iv) cancelling or offsetting against any compensation otherwise
owed by the Company to the Senior Executive, including any future cash or equity-based awards;
(v) requiring the forfeiture of deferred compensation, subject to compliance with Section 409A of
the Internal Revenue Code and the regulations promulgated thereunder; (vi) seeking recovery of
any gain realized on the vesting, exercise, settlement, sale, transfer, or other disposition of any
equity-based awards; and (viii) pursuing any other reasonable remedies. Subject to compliance
with applicable law, the Committee may effect recoupment under this Policy from any amount
otherwise payable to a Senior Executive, including amounts payable to such individual under any
otherwise applicable Company plan or program, including base salary, bonuses or commissions
and compensation previously deferred by the Senior Executive.

(c) To the extent that the Committee determines to recoup Erroneously Awarded
Compensation from a Senior Executive by requiring the repayment of such Erroneously Awarded
Compensation to the Company, and such Senior Executive fails to repay all Erroneously Awarded
Compensation to the Company when due, the Company may take all actions reasonable and
appropriate to recover such Erroneously Awarded Compensation from the applicable Senior
Executive. The applicable Senior Executive shall be required to reimburse the Company for any
and all expenses reasonably incurred (including legal fees) by the Company in recovering such
Erroneously Awarded Compensation in accordance with the immediately preceding sentence.

(d)  Inthe event of an Accounting Restatement, except to the extent permitted by the Applicable
Rules, the Committee will generally treat all Senior Executives (including former employees) the same with
respect to any actions seeking to recoup Erroneously Awarded Compensation.

5. Impracticability

Notwithstanding anything to the contrary herein, the Company shall not be required to
recoup Erroneously Awarded Compensation under this Policy if the Compensation Committee of
the Board, or in the absence of such a committee, a majority of the independent directors serving
on the Board, has determined that recovery would be impracticable in accordance with the
Applicable Rules and subject to the procedural and disclosure requirements in the Applicable
Rules.

6. Other Recoupment Rights

The Board intends that this Policy shall be applied to the fullest extent of the law. Any
right of recoupment under this Policy is in addition to, and not in lieu of, any other remedies or
rights of recoupment that may be available to the Company under applicable law (including,
without limitation, Section 304 of the U.S. Sarbanes-Oxley Act of 2002, as amended, or Section
954 of the U.S. Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, as
amended), pursuant to the terms of any other policy of the Company, pursuant to the terms of any
employment agreement, equity award agreement, severance or other agreement, and any other legal
remedies available to the Company. Nothing herein, and no recoupment or recovery as
contemplated by this Policy, shall (i) limit any claims, damages or other legal remedies the
Company or any of its affiliates may have against a Senior Executive arising out of or resulting
from any actions or omissions by the Senior Executive or (ii) limit the Company’s ability to seek
recovery, in appropriate circumstances (including circumstances beyond the scope of this Policy)
as permitted by applicable law, of any amounts from any employee, whether or not the employee
is a Senior Executive.
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7.  No Indemnification or Company-Paid Insurance

Notwithstanding the terms of any indemnification or insurance policy or any contractual
arrangement with any Senior Executive that may be interpreted to the contrary: (a) the Company
shall not indemnify any Senior Executive against (i) the loss of any Erroneously Awarded
Compensation that is recouped, repaid, returned or recovered pursuant to the terms of this Policy;
or (ii) any claims relating to the Company’s enforcement of its rights under this Policy; and (b)
the Company is prohibited from paying or reimbursing a Senior Executive for the cost of or
premiums of any third-party insurance purchased to fund any potential obligations of a Senior
Executive under this Policy. Further, the Company shall not enter into any agreement that exempts
any Incentive-Based Compensation from the application of this Policy or that waives the
Company’s right to recoup any Erroneously Awarded Compensation, and this Policy shall
supersede any such agreement (whether entered into before, on or after the Effective Date).

8. Committee Indemnification

No members of the Committee, nor any other members of the Board who assist in the
administration of this Policy, nor any officer of employee of the Company authorized and empowered
by the Committee who assists in the administration of this Policy shall be personally liable for any
action, determination or interpretation made with respect to this Policy, and each of the foregoing
shall be fully indemnified by the Company to the fullest extent under applicable law and Company
policy with respect to any such action, determination or interpretation. The foregoing sentence shall
not limit any other rights to indemnification of the members of the Board or any officer of employee of the
Company under applicable law, Company policy or contractual arrangement.

9. Retroactive Application

This Policy applies to any Incentive-Based Compensation that is Received by a Senior
Executive on or after the Effective Date, even if such Incentive-Based Compensation was approved,
awarded, granted or paid to such Senior Executive prior to the Effective Date. Without limiting the
generality of Section 4, and subject to applicable law, the Committee may recoup Erroneously
Awarded Compensation under this Policy from any amount of compensation approved, awarded,
granted, payable or paid to the Senior Executive prior to, on or after the Effective Date.

10. Notice to Senior Executives

The Company shall provide notice and seek written agreement to this Policy from each Senior
Executive in form attached hereto; provided, that the failure to obtain such agreement shall have no impact
on the applicability or enforceability of this Policy.

11. Amendment and Termination; Interpretation; Successors

(a) The Board may amend, modify, supplement, restate, rescind, terminate or replace all
or any portion of this Policy at any time and from time to time in its sole discretion, including,
without limitation, as the Board deems necessary to reflect and comply with applicable law or
any of the Applicable Rules. To the extent of any inconsistency between this Policy and any of
the Applicable Rules, the Applicable Rules shall control and this Policy shall be deemed amended
to incorporate such Applicable Rules unless the Committee shall expressly determine otherwise.
Notwithstanding anything to the contrary herein, no amendment, modification, supplement,
restatement, rescission, termination or replacement of this Policy shall be effective if such
amendment, modification, supplement, restatement, rescission, termination or replacement would
(after taking into account any actions taken by the Company contemporaneously with such
amendment, modification, supplement, restatement, rescission, termination or replacement) cause
the Company to violate any of the Applicable Rules or other applicable law.
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(a) This Policy shall be binding and enforceable against all Senior Executives and their
beneficiaries, heirs, executors, administrators or other legal representatives, to the fullest extent of the law.

RED CAT HOLDINGS, INC.
Agreement to the Policy on Recovery of Erroneously Awarded Compensation

This agreement is made as of April 24, 2024, by and between Red Cat Holdings, Inc., a
Nevada corporation (the “Company”), and George Matus (the “Senior Executive”). Capitalized
terms used in this agreement not defined in this agreement shall have the meaning set forth in
the Policy (as defined below).

In exchange for any compensation received by (or to be paid) or awarded (or to be
awarded) to the Senior Executive under any Company plan, policy, or arrangement or on a
discretionary basis whether or not pursuant to any plan, which includes without limitation any
Incentive-Based Compensation (the “Compensation”), the parties hereby agree as follows:

L. The Senior Executive agrees to be bound fully by the terms of the Company’s Policy on
Recovery of Erroneously Awarded Compensation (as the same may be amended, modified,
supplemented, and/or restated from time to time, the “Policy”), a copy of the present form of which has
been provided to, and read and understood by, the Senior Executive.

2. The Senior Executive agrees to abide by the terms of the Policy, and in the event it is
determined by the Committee that any amounts granted, awarded, earned or paid to the Senior Executive
must be recouped or recovered by, or repaid, forfeited or reimbursed to, the Company in accordance
with the Policy, the Senior Executive will promptly take any action necessary to effectuate the
same.

3. The Policy applies to the Compensation notwithstanding any terms of the plan, policy or
agreement under which it is granted or the terms of any employment agreement to which the Senior
Executive is a party.

4. Any amendments, modifications, supplements, or restatements to or of the Policy,
including without limitation any amendments to comply with applicable law, will be applicable to the
Senior Executive.

5. The laws of the State of Nevada, without regard to its conflict of law provisions,
shall govern the interpretation and validity of the provisions of this agreement and all questions
relating to this agreement.

6. This agreement shall be binding on the Senior Executive and his/her heirs, successors
and legal representatives, and on the Company and its successors.

7. If the terms of the Policy and this agreement conflict, the terms of the Policy shall prevail.

8. In the event that any provision of this agreement, or the application thereof, becomes or
is declared by a court of competent jurisdiction to be illegal, void or unenforceable, the remainder
of this agreement shall continue in full force and effect and shall be interpreted so as reasonably to
effect the intent of the parties hereto.

9. Any Compensation may be subject to reimbursement, clawback and/or forfeiture pursuant
to applicable law, under circumstances that are different from those applicable under the Policy, and the
Senior Executive consents to application of any such reimbursement, clawback or forfeiture.

This agreement, together with the Policy, which incorporated by reference herein, sets
forth the entire understanding of the parties and supersedes all prior agreements, arrangements,
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and other communications, whether oral or written, pertaining to the subject matter hereof; and
this agreement shall not be modified or amended except by written agreement of the Company
and the Senior Executive.

IN WITNESS WHEREOF, the Company and the Senior Executive have executed this agreement
effective as of the day and year first above written.

/s/ George Matus
George Matus

Red Cat Holdings, Inc.

/s/ Jeff Thompson

By: Jeff Thompson
Its: Chairman & CEO
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Build the future of Defense at

Vector! (MFG Quality Engineering)
Hi Mike,

I'm reaching out to put a great
opportunity on your radar with
Vector as a Manufacturing Quality
Engineer. | think your background
would be a great fit!

Vector is an exciting tech start-up
in the defense industry reclaiming
U.S. technological superiority by
getting cutting-edge tools into the
hands of warfighters as quickly and
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getting cutting-edge tools into the
hands of warfighters as quickly and
effectively as possible. They are
already on contract with
government agencies, moving
faster than iegacy primes and
making waves in programs
traditionally locked to billion-dollar
incumbents.

This is an awesome opportunity to
have an outsized impact at the
ground floor as Vector approaches
its hyper-growth stage!

Check out their newsletter, the
Vector Report, and this badass
hype video!

As a Manufacturing Quality
Engineer, you'll own the function as
one of the first Quality/QMS hires
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@ Write a message...
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product line, including interfacing
with the engineering team to ensure
all quality standards are being met.

Here's what you need to know:

- Location: Draper, UT (100%
onsite, relo package available!)

- Comp: Vector is a start-up
willing to pay competitively (base
salary + early-stage equity) for the
right folks who are deeply
passionate about their mission and
ready to help build their company.

Your profile jumped out to me, and
I'd love to tell you more about the
company (Vector) and our
community (BreakLine) if you have
10 minutes for a call later today or
tomorrow?

Bailey Mirador
Qutreach Lead at Breakline

@ Write a message...
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VERIFICATION

I, Christian Ericson, am the Chief Financial Officer for Red Cat Holdings, Inc. and am
authorized to make this verification for and on Plaintiffs’ behalf. | declare that | have read the
Verified Complaint and know the contents thereof. | verify the matters and things set forth in
Paragraph Nos. 17-20, 24-68, and 137-185 are true to the best of my knowledge, except as to
those matters set forth upon information and belief and, as to those, | believe them to be true;
however, in compiling information contained in the Verified Complaint, information has been
supplied by others, and | am relying in part upon their representations.

| declare under penalty of perjury that the aforesaid is true and correct.

Signed by:

8/4/2025 (uriskian. Ericson

Executed On FE10AF51B8464A1...
Christian Ericson
Chief Financial Officer
Red Cat Holdings, Inc.

SMRH:4870-6289-5713.1 -1-
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VERIFICATION

I, Geoff Hitchcock, am the Chief Revenue Officer for Red Cat Holdings, Inc. and am
authorized to make this verification for and on Plaintiffs’ behalf. | declare that | have read the
Verified Complaint and know the contents thereof. | verify the matters and things set forth in
Paragraph Nos. 34, 38-40, 56-63, 65-138, 152-156, 167-176, and 178-185 are true to the best of
my knowledge, except as to those matters set forth upon information and belief and, as to those, |
believe them to be true; however, in compiling information contained in the Verified Complaint,
information has been supplied by others, and | am relying in part upon their representations.

| declare under penalty of perjury that the aforesaid is true and correct.

DocuSigned by:

8/4/2025 Cueff bitducock

Executed On 1C649CE1C55D485...
Geoff Hitchcock
Chief Revenue Officer
Red Cat Holdings, Inc.

SMRH:4870-6289-5713.1 -1-
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