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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
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Title of Each Class Of Be Per Security Aggregate Registration
Securities To Be Registered Registered Q) Offering Price Fee
Common Stock, $.001 par value 1,918,780(2) $ $6.00 $ 11,512,680 $ 1,570.33

(1) Estimated solely for purposes of calculating the registration fee in accordance with Rule
457(c) and Rule 457(g) under the Securities Act of 1933, using the average of the high
and low price as reported on the OTCBB on April 26, 2013, which was $6.00 per share.

(2) Includes 293,787 shares of common stock issuable upon exercise of stock options
granted under the registrant’s 2010 Equity Incentive Plan.

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay its
effective date until the registrant shall file a further amendment which specifically states that this registration
statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act of 1933 or until the
registration statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to said Section 8(a), may determine.
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The information in this prospectus is not complete and may be changed. The selling stockholders may not sell these
securities under this prospectus until the registration statement of which it is a part and filed with the Securities and
Exchange Commission is effective. This prospectus is not an offer to sell these securities and it is not soliciting an
offer to buy these securities in any state where the offer or sale is not permitted.
SUBJECT TO COMPLETION, DATED APRIL __, 2013
PROSPECTUS

1,918,780 Shares of Common Stock

This prospectus relates to the offering by the selling stockholders of Air Industries Group, Inc. of 1,918,780 shares of
common stock, par value $0.001 per share. These shares consist of:

938,355 shares of common stock sold to investors in a private placement in
June and July 2012 (the “2012 Financing”);

686,638 shares of common stock issued to holders of our Junior Subordinated
Notes in June 2012 in exchange for their Junior Subordinated Notes (the
“Exchange Transaction”); and

293,787 shares of common stock issuable upon exercise of stock options
granted under our 2010 Incentive Equity Plan (the “Option Shares”).

The selling stockholders have advised us that they will sell the shares of common stock from time to time in the open
market, on the OTCBB, in privately negotiated transactions or a combination of these methods, at market prices
prevailing at the time of sale or at prices related to the prevailing market prices or at negotiated prices.

The selling stockholders may sell the common shares to or through underwriters, brokers or dealers or directly to
purchasers. Underwriters, brokers or dealers may receive discounts, commissions or concessions from the selling
stockholders, purchasers in connection with sales of the common shares, or both. Additional information relating to
the distribution of the common shares by the selling stockholders can be found in this prospectus under the heading
“Plan of Distribution.” If underwriters or dealers are involved in the sale of any securities offered by this prospectus,
their names, and any applicable purchase price, fee, commission or discount arrangement between or among them,
will be set forth, or will be calculable from the information set forth, in a supplement to this prospectus. We will pay
the expenses of registering these shares.

We will not receive any proceeds from the sale of common stock by the selling stockholders. We will receive
proceeds from the exercise by the selling stockholders of options to acquire the Option Shares.

We are a reporting company pursuant to Section 12(g) of the Securities Exchange Act of 1934, or the Exchange Act,
and our common stock is traded on the OTCBB under the symbol “AIRI”. On April 26, 2013, the closing price of our
common stock was $6.00 per share.

We are an “emerging growth company,” as that term is used in the Jumpstart Our Business Startups Act of 2012, and, as
such, may elect to comply with certain reduced public company reporting requirements in future reports after the
completion of this offering.
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Investing in our common stock involves a high degree of risk. Before making any investment in our common stock,
you should read and carefully consider the risks described in this prospectus under “Risk Factors ” beginning on page 3
of this prospectus.

You should rely only on the information contained in this prospectus or any prospectus supplement or amendment
thereto. We have not authorized anyone to provide you with different information.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a

criminal offense.

This prospectus is dated ,2013
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You should rely only on the information contained in this prospectus. We have not authorized anyone to provide you
with information that is different. If anyone provides you with different or inconsistent information, you should not
rely on it. The selling stockholders are offering to sell, and are seeking offers to buy, shares of common stock only in
jurisdictions where offers and sales are permitted. The information contained in this prospectus is accurate only as of
the date of this prospectus, regardless of the time of delivery of this prospectus or of any sale of the common stock.
Our business, financial conditions, results of operations and prospects may have changed since that date.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933,
as amended, or Securities Act, and Section 21E of the Securities Exchange Act of 1934, or Exchange
Act. Forward-looking statements are predictive in nature and can be identified by the fact that they do not relate
strictly to historical or current facts and generally include words such as "expects,” "anticipates,” "intends," "plans,"
"believes," "estimates" and similar expressions. Certain of the matters discussed herein concerning, among other
items, our operations, cash flows, financial position and economic performance including, in particular, future sales,
product demand, competition and the effect of economic conditions, include forward-looking statements.

"non

Although we believe that these statements are based upon reasonable assumptions, including projections of orders,
sales, operating margins, earnings, cash flow, research and development costs, working capital, capital expenditures,
distribution channels, profitability, new products, adequacy of funds from operations, and general economic

conditions, these statements and other projections contained herein expressing opinions about future outcomes and
non-historical information, are subject to uncertainties and, therefore, there is no assurance that the outcomes

expressed in these statements will be achieved. Investors are cautioned that forward-looking statements are not
guarantees of future performance and actual results or developments may differ materially from the expectations
expressed in forward-looking statements contained herein. Given these uncertainties, you should not place any

reliance on these forward-looking statements which speak only as of the date hereof. See “Risk Factors” for a discussion
of factors that could cause our actual results to differ from those expressed or implied by forward-looking statements.

We undertake no obligation to publicly update any forward-looking statement, whether as a result of new information,
future events or otherwise, except as may be required under the securities laws of the United States. You are advised,
however, to consult any additional disclosures we make in our reports filed with the Securities and Exchange
Commission (“SEC”).

ABOUT THIS PROSPECTUS

No person is authorized in connection with this prospectus to give any information or to make any representations
about us, the selling stockholders, the securities or any matter discussed in this prospectus, other than the information
and representations contained in this prospectus. If any other information or representation is given or made, such
information or representation may not be relied upon as having been authorized by us or any selling stockholder. This
prospectus does not constitute an offer to sell, or a solicitation of an offer to buy the securities in any circumstances
under which the offer or solicitation is unlawful. Neither the delivery of this prospectus nor any distribution of
securities in accordance with this prospectus shall, under any circumstances, imply that there has been no change in
our affairs since the date of this prospectus. This prospectus will be updated and updated prospectuses made available
for delivery to the extent required by the federal securities laws.
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PROSPECTUS SUMMARY

This summary highlights information contained throughout this prospectus and is qualified in its entirety to the more
detailed information and financial statements included elsewhere in this prospectus. This summary does not contain
all of the information that should be considered before investing in our common stock. Investors should read the entire
prospectus carefully, including the more detailed information regarding our business, the risks of purchasing our
common stock discussed in this prospectus under “Risk Factors” beginning on page 3 of this prospectus and our
financial statements and the accompanying notes beginning on page F-1 of this prospectus.

As used in this prospectus, unless otherwise stated or the context requires otherwise, the "Company" and terms such as
"we," "us" "our," and "AIRI" refer to Air Industries Group, Inc., a Delaware corporation, and our directly and
indirectly wholly-owned subsidiaries: Gales Acquisition Group, Inc., a Delaware corporation ("Merger Sub"), Air
Industries Machining, Corp., a New York corporation ("AIM"), Welding Metallurgy, Inc., a New York

corporation ("Welding Metallurgy," or “WMI”), Nassau Tool Works, Inc., a New York corporation ("NTW"), and, for
periods prior to its divestiture in December 2010, Sigma Metals, Inc. ("Sigma Metals" or "Sigma").

Our Company

We are an aerospace and defense company. We design and manufacture structural parts and assemblies that focus on
flight safety, including landing gear, arresting gear, engine mounts, flight controls, throttle quadrants and other
components. We also provide sheet metal fabrication of aerostructures, tube bending and welding services. Our
products are currently deployed on a wide range of high profile military and commercial aircraft including Sikorsky's
UH-60 Blackhawk helicopter, Lockheed Martin's F-35 Joint Strike Fighter, Northrop Grumman's E2D Hawkeye,
Boeing's 777, Airbus' 380 commercial airliners, and the US Navy F-18 and USAF F-16 fighter aircraft.

We were formed in November 2005 in connection with the acquisition of AIM and became a publicly traded company
in December 2005. In June 2007, we changed our name to Air Industries Group, Inc. In addition to growing
organically at AIM, we acquired Sigma Metals in April 2007, Welding Metallurgy in August 2007, and acquired the
business now operated by Nassau Tool Works, Inc. (“NTW?”) in an asset acquisition in June 2012 (the “NTW
Acquisition”). In October 2008, we discontinued the operations of Sigma Metals, and subsequently liquidated or
otherwise disposed of its assets. Consequently, we currently operate through three subsidiaries: AIM, WMI and NTW.

AIM has manufactured components and subassemblies for the defense and commercial aerospace industry for over 40
years and has established long term relationships with leading defense and aerospace manufacturers such as Boeing,
Goodrich Landing Gear, Lockheed Martin, and Northrop Grumman. AIM manufactures machined aircraft parts and
subassemblies for many of the major aircraft platforms in the industry. AIM’s customers include original equipment
manufacturers, or OEMs, and members of the defense and commercial aerospace industry supply chains, including
Sikorsky, Goodrich Landing Gear, Lockheed Martin, Boeing, and Northrop Grumman. AIM is based in Bay Shore,
Long Island, New York.

WMI has provided specialty welding services and metal fabrications to the defense and commercial aerospace
industry since 1979. Its customers include GKN Corporation, Sikorsky, Lockheed Martin, Boeing and Northrop
Grumman. WMI is based in Hauppauge, Long Island, New York.

The predecessor of NTW was founded in 1959. NTW'’s principal business is the fabrication and assembly of landing
gear components and complete landing gear for fighter aircraft for the US and foreign governments. NTW also
performs sub-contract machining for other aerospace manufacturers, including Air Industries. NTW is located in West
Babylon, Long Island, New York.
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Our principal offices are located at the offices of AIM at 1479 North Clinton Avenue, Bay Shore, New York 11706
and our telephone number is (631) 968-5000. All of our subsidiaries are located within a 10 mile radius from our
headquarters.




Edgar Filing: AIR INDUSTRIES GROUP, INC. - Form S-1

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act of 2012. We will remain
an emerging growth company until the earlier of (1) the last day of the fiscal year (a) following the fifth anniversary of
the date of the first sale of common stock under a registration statement under the Securities Act, (b) in which we have
total annual gross revenue of at least $1.0 billion, or (c) in which we become a large accelerated filer, which means

that we have been public for at least 12 months, have filed at least one annual report and the market value of our
common stock that is held by non-affiliates exceeds $700 million as of the last day of our then most recently

completed second fiscal quarter, and (2) the date on which we have issued more than $1.0 billion in non-convertible
debt during the prior three-year period. We refer to the Jumpstart Our Business Startups Act of 2012 herein as the
“JOBS Act,” and references herein to “emerging growth company” shall have the meaning associated with such term in
the JOBS Act.

An emerging growth company may take advantage of reduced reporting and other burdens that are otherwise
applicable generally to public companies. These provisions (i) require that we have only two years of audited financial
statements and only two years of related Management's Discussion and Analysis of Financial Condition and Results of
Operations disclosure; (ii) provide us with an exemption from the auditor attestation requirement in the assessment of
our internal control over financial reporting pursuant to the Sarbanes-Oxley Act of 2002; and (iii) permit us to take
advantage of an extended transition period to comply with new or revised accounting standards applicable to public
companies.

The Offering
Common stock 1,918,780 shares of common stock, including the following:
offered by the selling
stockholders

- 938,355 shares of common stock sold in the 2012
Financing;

- 686,638 shares of common stock issued to holders of
our Junior Subordinated Notes in the Exchange
Transaction; and

- 293,787 shares of common stock issuable upon
exercise of stock options granted under our 2010
Equity Incentive Plan.

Common stock to be  Up to 6,004,880 shares. *
outstanding after the

offering

Use of proceeds We will not receive any proceeds from the sale of the common stock. However, we will
receive the exercise price of any common stock we sell to certain of the selling stockholders
upon exercise of stock options. We expect to use the proceeds received from the exercise of
the stock options for general working capital purposes.

OTCBB symbol AIRI
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*Based on 5,711,093 shares of common stock outstanding as of March 15, 2013 and includes the 293,787 shares of
common stock that are issuable upon the exercise of the stock options that are registered pursuant to the registration
statement that this prospectus is part of but does not include any shares of common stock issuable upon exercise of
other outstanding warrants or options.

2012 Financing

In June and July 2012, we sold 1,185,851 shares of our common stock to accredited investors in the 2012

Financing. We received $6,528,000 net of commissions and expenses. The proceeds from the sale of the common
stock were used to partially finance the acquisition of the assets of the predecessor of NTW. In conjunction with the
2012 Financing, we solicited the holders of our Junior Subordinated Notes to convert their Junior Subordinated Notes
to shares of common stock at a price of $6.00 per share. On June 29, 2012, we issued 867,461 shares of our common
stock in exchange for approximately $5,204,000 of our Junior Subordinated Notes in the Exchange Transaction.

10
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In connection with the 2012 Financing and the Exchange Transaction, we agreed to file a registration statement under
the Securities Act of 1933, as amended, for the resale of the shares of common stock issued in the 2012 Financing and
the Exchange Transaction.

Plan of Distribution

This offering is not being underwritten. The selling stockholders will sell their shares of our common stock at
prevailing market prices or privately negotiated prices. The selling stockholders themselves directly, or through their
agents, or through their brokers or dealers, may sell their shares from time to time, in (i) privately negotiated
transactions, (ii) in one or more transactions, including block transactions in accordance with the applicable rules of
the OTCBB or (iii) otherwise in accordance with the section of this prospectus entitled “Plan of Distribution.” To the
extent required, the specific shares to be sold, the names of the selling stockholders, the respective purchase prices and
public offering prices, the names of any agent, broker or dealer and any applicable commission or discounts with
respect to a particular offer will be described in an accompanying prospectus supplement. In addition, any securities
covered by this prospectus which qualify for sale pursuant to Rule 144 may be sold under Rule 144 rather than
pursuant to this prospectus.

For additional information on the methods of sale, you should refer to the section of this prospectus entitled “Plan of
Distribution,” beginning on page 47.

RISK FACTORS
The purchase of our common stock involves a very high degree of risk.

In evaluating us and our business, you should carefully consider the risks and uncertainties described below and the
other information and our consolidated financial statements and related notes included herein. If any of the events
described in the risks below actually occurs, our financial condition or operating results may be materially and
adversely affected, the price of our common stock may decline, perhaps significantly, and you could lose all or a part
of your investment.

The risks below can be characterized into three groups:

1) Risks related to our business, including risks specific to the defense and aerospace
Industry:

2) Risks arising from our indebtedness; and

3) Risks related to our common stock and our status as a public company.

Risks Related to Our Business

A reduction in government spending on defense could materially adversely impact our revenues, results of operations
and financial condition.

Approximately 90% of our revenue is derived from products for US military aviation. There are risks associated with
programs that are subject to appropriation by Congress, which could be potential targets for reductions in funding for
whatever reason. The Department of Defense has announced plans to significantly reduce spending beginning in
Fiscal 2013. Reductions in United States Government spending on defense or future changes in the mix of defense
products required by United States Government agencies could limit demand for our products, and may have a
materially adverse effect on our operating results and financial condition.

11
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On March 1, 2013, the US Government imposed across the board spending reductions commonly referred to as the
Sequester. These spending reductions included spending by the Department of Defense. We have experienced a
reduction in sales at our AIM subsidiary that we believe is the result of a slowing of orders in anticipation of the
Sequester and the resulting reduction or shift in the components of defense spending and may experience a further
reduction in orders as our customers react to the imposition of the Sequester.

12
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We depend on revenues from a few significant relationships, in particular with Sikorsky, and any loss, cancellation,
reduction, or interruption in these relationships could harm our business.

We expect that our customer concentration will not change significantly in the near future. We derive most of our
revenues from a small number of customers. In 2012, two of our customers accounted for 54% of our net sales and
three of our customers accounted for 65% of our net sales. The markets in which we sell our products are dominated
by a relatively small number of customers which have contracts with United States governmental agencies, thereby
limiting the number of potential customers. Our success depends on our ability to develop and manage relationships
with significant customers. We cannot be sure that we will be able to retain our largest customers or that we will be
able to attract additional customers, or that our customers will continue to buy our products in the same amounts as in
prior years. The loss of one or more of our largest customers, any reduction or interruption in sales to these customers,
our inability to successfully develop relationships with additional customers or future price concessions that we may
have to make, could significantly harm our business.

We depend on revenues from components for a few aircraft platforms and the cancellation or reduction of either
production or use of these aircraft platforms could harm our business.

AIM derives most of its revenues from components for a few aircraft platforms, specifically the Sikorsky
BlackHawk helicopter, the Northrop Grumman E-2 Hawkeye naval aircraft and the McDonnell Douglas (Boeing)
C-17 Globemaster. NTW derives most of its revenues from the F-16 Falcon and the F-18 Hornet. These aircraft
platforms constituted nearly 75% of the revenues of the operations of NTW and its predecessor during 2012. A
reduction in demand for our products as a result of either a reduction in the production of new aircraft or a reduction in
the use of existing aircraft in the fleet (reducing after-market demand) would have a material adverse effect on our
operating results and financial condition.

Intense competition in our markets may lead to a reduction in our revenues and market share.

The defense and aerospace component manufacturing market is highly competitive and we expect that competition
will increase and perhaps intensify as the overall market remains static or declines. Many competitors have
significantly greater technical, manufacturing, financial and marketing resources than we do. We expect that more
companies will enter the defense and aerospace component manufacturing market. We may not be able to compete
successfully against either current or future competitors. Increased competition could result in reduced revenue, lower
margins or loss of market share, any of which could significantly harm our business our operating results and financial
condition.

We may lose sales if our suppliers fail to meet our needs.

Although we procure most of our parts and components from multiple sources or believe that these components are
readily available from numerous sources, certain components are available only from sole sources or from a limited
number or sources. While we believe that substitute components or assemblies could be obtained, use of substitutes
would require development of new suppliers or would require us to re-engineer our products, or both, which could
delay shipment of our products and could have a materially adverse effect on our operating results and financial
condition.

There are risks associated with the bidding processes in which we compete.
We obtain many contracts through a competitive bidding process. We must devote substantial time and resources to
prepare bids and proposals and may not have contracts awarded to us. Even if we win contracts there can be no

assurance that the prices that we have bid will be sufficient to allow us to generate a profit from any particular

13
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contract. There are significant costs involved with producing low run initial units of any product and it may not be
possible to recoup such costs on later production runs.

14
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Due to fixed contract pricing, increasing contract costs expose us to reduced profitability and the potential loss of
future business.

The cost estimation process requires significant judgment and expertise. Reasons for cost growth may include
unavailability and productivity of labor, the nature and complexity of the work to be performed, the effect of change
orders, the availability of materials, the effect of any delays in performance, availability and timing of funding from
the customer, natural disasters, and the inability to recover any claims included in the estimates to complete. A
significant change in cost estimates on one or more programs could have a material effect on our consolidated
financial position or results of operations.

The prices of raw materials we use are volatile.

The prices of raw materials used in our manufacturing processes are volatile. If the prices of raw materials rise we
may not be able to pass along such increases to our customers which could have an adverse impact on our
consolidated financial position and results of operations. Significant increases in the prices of raw materials could
adversely impact our customers’ demand for certain products which could lead to a reduction in our revenues and have
a material adverse impact on our revenues and on our consolidated financial position and results of operations.

We do not own the intellectual property rights to products we produce.

Nearly all the parts and subassemblies we produce are built to customer specifications and the customer owns the
intellectual property, if any, related to the product. Consequently, if a customer desires to use another manufacturer to
fabricate its part or subassembly, it would be free to do so.

There are risks associated with new programs.

New programs typically carry risks associated with design changes, acquisition of new production tools, funding
commitments, imprecise or changing specifications, timing delays and the accuracy of cost estimates associated with
such programs. In addition, any new program may experience delays for a variety of reasons after significant
expenditures are made. If we were unable to perform under new programs to the customers’ satisfaction or if a new
program in which we had made a significant investment was terminated or experienced weak demand, delays or other
problems, then our business, financial condition and results of operations could be materially adversely affected. This
could result in low margin or forward loss contracts, and the risk of having to write-off costs and estimated earnings in
excess of billings on uncompleted contracts if it were deemed to be unrecoverable over the life of the program.

To perform on new programs we may be required to expend up-front costs which may not have been separately
negotiated. Additionally, we may have made assumptions related to the costs of any program which may be material
and which may be incorrect, resulting in costs that are not recoverable. Such charges and the loss of up-front costs
could have a material impact on our liquidity.

Our inability to successfully manage the growth of our business may have a material adverse effect on our business,
results of operations and financial condition.

We expect to experience growth in the number of employees and the scope of our operations as a result of internal
growth. In addition, we intend to seek to grow through acquisitions when we deem them to be economically
advantageous. Internal growth or growth through acquisitions will result in increased responsibilities for management
and could strain our financial and other resources. There can be no assurance that we will successfully integrate any
future business acquired through acquisition.

15
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Our ability to manage and support our growth effectively is substantially dependent on our ability to implement
adequate improvements to financial, inventory, management controls, reporting, union relationships, order entry
systems and other procedures, and hire sufficient numbers of financial, accounting, administrative, and management
personnel. We may not succeed in our efforts to identify, attract and retain experienced personnel.

The NTW Acquisition requires that we integrate the operations of NTW into our management, reporting and
operational systems. In 2007, we acquired two companies; Sigma Metals, and Welding Metallurgy. In 2008, we
experienced serious financial and operational difficulties at Sigma Metals and within the Company as a whole.
Consequently, we determined to discontinue the operations of Sigma Metals in October 2008. As a result, for the year
ended December 31, 2008, we recognized a loss of more than $9.0 million related to the acquisition and disposition of
Sigma Metals and write-offs of $4.5 million for the impairment of goodwill of AIM and WMIL.

There can be no assurance that we have the management expertise to successfully integrate the operations of NTW or
any company that we might acquire in the future.

Our future success depends on our ability to address potential market opportunities and to manage expenses to match
our ability to finance operations.

The need to control our expenses will place a significant strain on our management and operational resources. If we
are unable to control our expenses effectively, our business, results of operations and financial condition may be
adversely affected.

Attracting and retaining key personnel is an essential element of our future success.

Our future success depends to a significant extent upon the continued service of our executive officers and other key
management and technical personnel and on our ability to continue to attract, retain and motivate executive and other
key employees. Experienced management and technical, marketing and support personnel in the defense and
aerospace industries are in demand and competition for their talents is intense. The loss of the services of one or more
of our key employees or our failure to attract, retain and motivate qualified personnel could have a material adverse
effect on our business, financial condition and results of operations.

Our business may suffer if suppliers fail to meet our needs.

Although we procure most of our parts and components from multiple sources and believe that these components are
readily available from numerous sources, certain components are available only from sole or a limited number or
sources. As our business has evolved we are now procuring more detailed parts and sub-assemblies. These products
are more likely to be available from a sole or very limited number of sources.

With the recent addition of new contracts at AIM and the NTW Acquisition, the number of our suppliers has increased
and will continue to increase. This increases the burden and the risk that one or more suppliers could fail or delay their
deliveries to us. While we believe that substitute components or assemblies could be obtained, use of substitutes
would require development of new suppliers or would require us to re-engineer our products, or both, which could
delay shipment of our products and could have a materially adverse effect on our operating results and financial
condition.

We are subject to strict governmental regulations relating to the environment, which could result in fines and
remediation expense in the event of non-compliance.
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We are required to comply with extensive and frequently changing environmental regulations at the federal, state and
local levels. Among other things, these regulatory bodies impose restrictions to control air, soil and water pollution,
to protect against occupational exposure to chemicals, including health and safety risks, and to require notification or
reporting of the storage, use and release of certain hazardous substances into the environment. This extensive
regulatory framework imposes significant compliance burdens and risks on us. In addition, these regulations may
impose liability for the cost of removal or remediation of certain hazardous substances released on or in our facilities
without regard to whether we knew of, or caused, the release of such substances. Furthermore, we are required to
provide a place of employment that is free from recognized and preventable hazards that are likely to cause serious
physical harm to employees, provide notice to employees regarding the presence of hazardous chemicals and to train
employees in the use of such substances. Our operations require the use of chemicals and other materials for painting
and cleaning that are classified under applicable laws as hazardous chemicals and substances. If we are found not to
be in compliance with any of these rules, regulations or permits, we may be subject to fines, remediation expenses and
the obligation to change our business practice, any of which could result in substantial costs that would adversely
impact our business operations and financial condition.
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We may be subject to fines and disqualification for non-compliance with Federal Aviation Administration regulations.

We are subject to regulation by the Federal Aviation Administration under the provisions of the Federal Aviation Act
of 1958, as amended. The FAA prescribes standards and licensing requirements for aircraft and aircraft

components. We are subject to inspections by the FAA and may be subjected to fines and other penalties (including
orders to cease production) for noncompliance with FAA regulations. Our failure to comply with applicable
regulations could result in the termination of or our disqualification from some of our contracts, which could have a
material adverse effect on our operations.

Terrorist acts and acts of war may seriously harm our business, results of operations and financial condition.

United States and global responses to the Middle East conflict, terrorism, perceived nuclear, biological and chemical
threats and other global crises increase uncertainties with respect to U.S. and other business and financial markets.
Several factors associated, directly or indirectly, with the Middle East conflict, terrorism, perceived nuclear, biological
and chemical threats, and other global crises and responses thereto, may adversely affect the Company.

Risks Related to Our Indebtedness
Our indebtedness may materially adversely affect our operations.

As is more fully described under the caption "Management's Discussion and Analysis of Financial Condition and
Results of Operations - Liquidity and Capital Resources", we have significant indebtedness. Our indebtedness is
substantial in relation to our stockholders' equity. Our ability to make principal and interest payments will depend on
future performance. In addition, our loan facility is secured by substantially all of our assets. In case of a continuing
default under our loan facility, the lender will have the right to foreclose on our assets, which would have a material
adverse effect on our business. The terms of our loan facility restrict our ability to pay dividends without the consent
of our lender. Future payments of principal and interest or a change in policy by our lender may limit our ability to
pay cash dividends to our stockholders.

Our leverage may adversely affect our ability to finance future operations and capital needs, may limit our ability
to pursue business opportunities and may make our results of operations more susceptible to adverse economic
conditions.

Restrictions imposed by our senior secured credit facility and our other outstanding indebtedness may limit our ability
to operate our business and to finance our future operations or capital needs or to engage in other business activities.

The terms of our senior secured credit facility restrict us from engaging in specified types of transactions. These
covenants restrict our ability to:

o incur additional indebtedness;
o pay dividends on our capital stock or redeem, repurchase or retire our capital stock or indebtedness;
o make investments, loans, advances and acquisitions;
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o create restrictions on the payment of dividends or other amounts to us from our subsidiaries;
o sell assets, including capital stock of our subsidiaries;
o consolidate or merge;
o create liens; or;
o enter into sale and lease-back transactions.

In the event of a default under our senior secured credit facility, the lender could elect to declare all amounts
outstanding under the agreements governing our senior secured credit facility to be immediately due and payable. If
the indebtedness under our senior secured credit facility were to be accelerated, our assets may not be sufficient to
repay such indebtedness in full.

Our lender maintains a lock box whereby our receipts are deposited directly into an account controlled by the lender
and applied against the amount due under our revolving credit line. If our lender were not to advance us new monies
as payments were received, we would not have the cash to maintain our operations.

Our ability to make scheduled payments on or to refinance our debt obligations depends on our financial condition
and operating performance, which is subject to prevailing economic and competitive conditions and to certain
financial, business and other factors beyond our control. We may not be able to maintain a level of cash flows from
operating activities sufficient to permit us to pay the principal, premium, if any, and interest on our indebtedness.

If our cash flows and capital resources are insufficient to fund our debt service obligations, we may be forced to
reduce or delay investments and capital expenditures or to sell assets, seek additional capital or restructure or
refinance our indebtedness. Our ability to restructure or refinance our debt will depend on the condition of the capital
markets and our financial condition at such time. Any refinancing of our debt could be at higher interest rates and may
require us to comply with more onerous covenants, which could further restrict our business operations. The terms of
existing or future debt instruments may restrict us from adopting some of these alternatives.

In the absence of such operating results and resources, we could face substantial liquidity problems and might be
required to dispose of material assets or operations to meet our debt service and other obligations. Our senior secured
credit facilities restrict our ability to dispose of assets and use the proceeds from the disposition. We may not be able
to consummate those dispositions or to obtain the proceeds that we could realize from them and these proceeds may
not be adequate to meet any debt service obligations then due. These alternative measures may not be successful and
may not permit us to meet our scheduled debt service obligations.

Our high level of debt may make it more difficult to retain existing or to attract new customers.

Our existing customers and potential customers may be concerned that our high level of debt may impair our ability to
satisfactorily perform on long-term contracts placing us at a disadvantage with competitors which have greater capital
resources. A loss of any of our major customers would have a material adverse effect on our operating results and
financial condition of our business.

Our high level of debt may make it more difficult to retain existing or to attract new suppliers and may cause us to
have more stringent payment terms with suppliers.

Existing suppliers and potential suppliers of raw materials and subassemblies for our products may be concerned that
our high level of debt may impair our ability to satisfactorily perform on long-term contracts. This may result in their
refusing to supply product to us or imposing more onerous payment terms, limiting our flexibility in managing our
business. Certain of our suppliers are the sole source or among a very limited number of sources for certain raw
materials and products and the loss of any such supplier could have a material adverse effect on our business.
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Risks Related to our Common Stock and our Status as a Public Company
There is only a very limited public market for our common stock.

Our common stock is currently quoted on OTC Bulletin Board under the symbol AIRI, where trading volume has
been limited. An active trading market for our common stock may not develop or, if developed, may not be sustained.
The lack of an active market may impair a stockholder's ability to sell shares of our common stock. We cannot assure
you that a more active trading market in our common stock will ever develop or if one does develop, that it will be
sustained. In the absence of a more active trading market, any attempt to sell a substantial number of our shares could
result in a decrease in the price of our stock. Specifically, you may not be able to resell your shares of common stock
at or above the price you paid for such shares or at all.

We are seeking to have our common stock listed on the NYSE MKT exchange, but there can be no assurance that our
common stock will obtain a listing on the NYSE MKT.

Future sales of our common stock, or the perception that such sales could occur, could have an adverse effect on the
market price of our common stock.

Future sales of our common stock pursuant to this prospectus or Rule 144 under the Securities Act, or the perception
that such sales could occur, could have an adverse effect on the market price of our common stock. Under Rule 144,
shares of common stock issued or issuable upon exercise or conversion of securities sold in private offerings are
eligible for resale by non-affiliates after six months (but not before October 2, the date we filed a Form 10 registering
our common stock under the Exchange Act), assuming we file reports under the Exchange Act containing current
information about us, and after one year regardless of whether current information about us is available. The number
of shares eligible for resale pursuant to this prospectus and, commencing October 2, 2013, under Rule 144, is
enormous relative to the trading volume of our common stock. Any attempt to sell a substantial number of our shares
will severely depress the market price of our common stock. In addition, we may use our capital stock in the future to
finance acquisitions and to compensate employees and management, which will further dilute the interests of our
existing shareholders and could eventually significantly depress the trading price of our common stock.

The issuance of shares of our common stock, or the possible issuance of shares, under our stock option plan may limit
the price that investors are willing to pay in the future for shares of our common stock and have the effect of delaying
or preventing a change in control of our company, and the issuance of shares under the plan will decrease the amount
of earnings and assets available for distribution to existing holders of our common stock and dilute their voting power.

Our 2010 Equity Incentive Plan allows for the issuance of up to 2,000,000 shares of common stock, either as stock
grants or options, to employees, officers, directors, advisors and consultants of the company. As of December 31,
2012, we had outstanding under the Plan options to purchase 327,316 shares. The committee administering the Plan,
which has sole authority and discretion to grant options under the Plan, may grant options which become immediately
exercisable in the event of a change in control of our company and in the event of certain mergers and reorganizations.
The issuance of shares of our common stock, or the possible issuance of shares, under our stock option plan may limit
the price that investors are willing to pay in the future for shares of our common stock and have the effect of delaying
or preventing a change in control of our company, and the issuance of shares under the plan will decrease the amount
of earnings and assets available for distribution to existing holders of our common stock and dilute their voting power.

We are an “emerging growth company” and we cannot be certain if the reduced disclosure requirements applicable to
emerging growth companies will make our common stock less attractive to investors.

22



Edgar Filing: AIR INDUSTRIES GROUP, INC. - Form S-1

The JOBS Act permits "emerging growth companies" like us to rely on some of the reduced disclosure requirements
that are already available to companies having a public float of less than $75 million, for as long as we qualify as an
emerging growth company. During that period, we are permitted to omit the auditor's attestation on internal control
over financial reporting that would otherwise be required by the Sarbanes-Oxley Act. Companies with a public float
of $75 million or more must otherwise procure such an attestation beginning with their second annual report after their
initial public offering. For as long as we qualify as an emerging growth company, we are also excluded from the
requirement to submit "say-on-pay", "say-on-pay frequency" and "say-on-parachute" votes to our stockholders and
may avail ourselves of reduced executive compensation disclosure compared to larger companies. In addition, as
described in the following risk factor, as an emerging growth company we can take advantage of an extended

transition period to comply with new or revised accounting standards applicable to public companies.
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Until such time as we cease to qualify as an emerging growth company, investors may find our common stock less
attractive because we may rely on these exemptions. If some investors find our common stock less attractive as a
result, there may be a less active trading market for our common stock and our stock price may be more volatile.

As an "emerging growth company" we may take advantage of an extended transition period to comply with new or
revised accounting standards applicable to public companies.

Section 107 of the JOBS Act also provides that, as an emerging growth company, we can take advantage of the
extended transition period provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised
accounting standards. We can therefore delay the adoption of certain accounting standards until those standards would
otherwise apply to private companies. We have elected to take advantage of the benefits of this extended transition
period. Our financial statements may therefore not be comparable to those of companies that comply with such new or
revised accounting standards. Please refer to "Management's Discussion and Analysis of Financial Condition and
Results of Operations — Critical Accounting Policies and Estimates" for further discussion of the extended transition
period for complying with new or revised accounting standards.

At such time as we cease to qualify as an "emerging growth company" under the JOBS Act, the costs and demands
placed upon management will increase.

We will continue to be deemed an emerging growth company until the earliest of (i) the last day of the fiscal year
during which we had total annual gross revenues of $1,000,000,000 (as indexed for inflation), (ii) the last day of the
fiscal year following the fifth anniversary of the date of the first sale of common stock under a registration statement
under the Securities Act ; (iii) the date on which we have, during the previous 3-year period, issued more than
$1,000,000,000 in non-convertible debt; or (iv) the date on which we are deemed to be a ‘large accelerated filer’ as
defined by the SEC, which would generally occur upon our attaining a public float of at least $700 million. Once we
lose emerging growth company status, we expect the costs and demands placed upon management to increase, as we
would have to comply with additional disclosure and accounting requirements, particularly if our public float should
exceed $75 million.

We incur significant costs as a result of operating as a public company, and our management is required to devote
substantial time to compliance requirements, including establishing and maintaining internal controls over financial
reporting, and we may be exposed to potential risks if we are unable to comply with these requirements.

As a public company, we will incur significant legal, accounting and other expenses under the Sarbanes-Oxley Act of
2002, together with rules implemented by the Securities and Exchange Commission and applicable market regulators.
These rules impose various requirements on public companies, including requiring certain corporate governance
practices. Our management and other personnel will need to devote a substantial amount of time to these
requirements. Moreover, these rules and regulations will increase our legal and financial compliance costs and will
make some activities more time-consuming and costly.
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The Sarbanes-Oxley Act requires, among other things, that we maintain effective internal controls for financial
reporting and disclosure controls and procedures. In particular, we must perform system and process evaluations and
testing of our internal controls over financial reporting to allow management to report on the effectiveness of our
internal controls over financial reporting, as required by Section 404 of the Sarbanes-Oxley Act. Compliance with
Section 404 may require that we incur substantial accounting expenses and expend significant management efforts.
Our testing may reveal deficiencies in our internal controls over financial reporting that are deemed to be material
weaknesses. In the event we identify significant deficiencies or material weaknesses in our internal controls that we
cannot remediate in a timely manner, the market price of our stock could decline if investors and others lose
confidence in the reliability of our financial statements and we could be subject to sanctions or investigations by the
SEC or other applicable regulatory authorities.

Our future revenues are inherently unpredictable; our operating results are likely to fluctuate from period to period and
if we fail to meet the expectations of securities analysts or investors, our stock price could decline significantly.

Our quarterly and annual operating results are likely to fluctuate significantly due to a variety of factors, some of
which are outside our control. Accordingly, we believe that period-to-period comparisons of our results of operations
are not meaningful and should not be relied upon as indications of performance. Some of the factors that could cause
quarterly or annual operating results to fluctuate include conditions inherent in government contracting and our
business such as the timing of cost and expense recognition for contracts, the United States Government contracting
and budget cycles, introduction of new government regulations and standards, contract closeouts, variations in
manufacturing efficiencies, our ability to obtain components and subassemblies from contract manufacturers and
suppliers, general economic conditions and economic conditions specific to the defense market. Because we base our
operating expenses on anticipated revenue trends and a high percentage of our expenses are fixed in the short term,
any delay in generating or recognizing forecasted revenues could significantly harm our business.

Fluctuations in quarterly results, competition or announcements of extraordinary events such as acquisitions or
litigation may cause earnings to fall below the expectations of securities analysts and investors. In this event, the
trading price of our common stock could significantly decline. In addition, we cannot assure you that an active trading
market will develop or be sustained for our common stock. These fluctuations, as well as general economic and
market conditions, may adversely affect the future market price of our common stock, as well as our overall operating
results.

USE OF PROCEEDS

We will not receive any proceeds from the sale of common stock offered by the selling stockholders under this
prospectus. However, we will receive up to $1,340,851.50 in the aggregate from certain of the selling stockholders if
they exercise in full, on a cash basis, stock options to purchase 293,787 shares of common stock being offered by
them under this prospectus. We would use such proceeds from the exercise of the stock options for working capital
and other corporate purposes.

The holders of the stock options may exercise their stock options at any time until their expiration. Because holders of
the stock options may exercise the stock options in their own discretion, if at all, we cannot plan on specific uses of
proceeds beyond application of proceeds to general corporate purposes. We have agreed to bear the expenses (other
than any underwriting discounts or commissions or agent’s commissions) in connection with the registration of the
common stock being offered hereby by the selling stockholders.

MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
Market for Our Common Stock

25



Edgar Filing: AIR INDUSTRIES GROUP, INC. - Form S-1

Since February 11, 2013, our common stock has been quoted on OTC Bulletin Board under the symbol "AIRI.” Prior

to February 11, 2013, our common stock was quoted on the OTC Pink under the symbol “AIRI.PK.” The prices set forth
below reflect the quarterly high and low closing prices of a share of our common shares for the periods indicated as
reported by Yahoo Finance, except that the quotations since January 1, 2013 are as reported by Bloomberg Finance.
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High Low
Quarter Ended March 31, 2011 $ 3.20 $ 2.95
Quarter Ended June 30, 2011 $ 3.00 $ 2.95
Quarter Ended September 30, 2011 $ 3.00 $ 2.95
Quarter Ended December 31, 2011 $ 3.00 $ 2.95
Quarter Ended March 31, 2012 $ 9.64 $ 2.95
Quarter Ended June 30, 2012 $ 6.27 $ 3.17
Quarter Ended September 30, 2012 $ 6.27 $ 5.50
Quarter Ended December 31, 2012 $ 12.00 $ 5.70
Quarter Ended March 31, 2013 $ 6.80 $ 6.00
Quarter Ended June 30, 2013 (through April 26, 2013) $ 6.00 $ 6.00

Holders

On March 15, 2013, there were approximately 400 stockholders of record of our common stock. The number of record
holders does not include persons who held our common stock in nominee or “street name” accounts through brokers.

Dividends

As a holding company, our ability to pay dividends and meet other obligations depends upon the receipt of dividends
or other payments from our operating subsidiaries and other holdings and investments. In addition, our operating
subsidiaries, from time to time, may be subject to restrictions on their ability to make distributions to us, including as a
result of restrictive covenants in loan agreements.

On November 15, 2012 and April 1, 2013, we paid a cash dividend of $0.0625 per share on our common stock.
However all determinations relating to our dividend policy will be made at the discretion of our Board of Directors
and will depend on a number of factors, including future earnings, capital requirements, financial conditions and
future prospects and other factors the Board of Directors may deem relevant. Further, the payment of any cash
dividends requires the consent of our principal lender.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial condition and results of operations should be read in conjunction with the
audited financial statements and the notes to those statements included elsewhere in this prospectus. This discussion
contains forward-looking statements that involve risks and uncertainties. You should specifically consider the various
risk factors identified in this prospectus that could cause actual results to differ materially from those anticipated in
these forward-looking statements.

Business Overview

We are an aerospace and defense company. We design and manufacture structural parts and assemblies that focus on
flight safety, including landing gear, arresting gear, engine mounts, flight controls, throttle quadrants and other
components. We also provide sheet metal fabrication of aerostructures, tube bending and welding services. Our
products are currently deployed on a wide range of high profile military and commercial aircraft including Sikorsky's
UH-60 Blackhawk helicopter, Lockheed Martin's F-35 Joint Strike Fighter, Northrop Grumman's E2D Hawkeye,
Boeing's 777, Airbus' 380 commercial airliners, and the US Navy F-18 and USAF F-16 fighter aircraft.
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We became a publicly traded company in December 2005 in connection with our acquisition of AIM. In June 2007,
we changed our name to Air Industries Group, Inc. In addition to growing organically at AIM since becoming
publicly-traded, we acquired Sigma Metals in April 2007 and Welding Metallurgy in August 2007, and completed the
NTW Acquisition in June 2012. In October 2008, we discontinued the operations of Sigma and

subsequently liquidated or otherwise disposed of its assets. Consequently, we currently have three operating
subsidiaries - AIM, WMI and NTW. AIM has manufactured components and subassemblies for the defense and
commercial aerospace industry for over 40 years. WMI has provided specialty welding services and metal
fabrications to the defense and commercial aerospace industry since 1979. The predecessor of NTW was founded in
1959 and its principal business is the fabrication and assembly of landing gear components and complete landing gear
for fighter aircraft for the US and foreign governments.

The aerospace and defense market is highly competitive and we face intense competition in all areas of our

business. Nearly all of our revenues are derived by producing products to customer specifications after being awarded
a contract through a competitive bidding process. As the aerospace and defense industries continue to consolidate and
major contractors seek to streamline their supply chains by buying more complete sub-assemblies from fewer
suppliers, we have sought to remain competitive not only by providing cost-effective world class service but also by
increasing our ability to deliver more complex and complete assemblies.

Our ability to operate profitably is determined by our ability to win new contracts and renewals of existing contracts,
and then fulfill these contracts on a timely satisfactory basis at costs that enable us to generate a profit based upon the
agreed upon contract price. Winning a contract generally requires that we submit a bid containing a fixed price for the
product or products covered by the contract for an agreed upon period of time. Thus, when submitting bids we are
required to estimate our future costs of productions and, since we often rely upon subcontractors, the prices we can
obtain from our subcontractors.

While our revenues are largely determined by the number of contracts we are awarded, the volume of product
delivered and price of product under each contract, our costs are determined by a number of factors. The principal
factors impacting our costs are the cost of materials and supplies, labor, financing and the efficiency at which we can
produce our products. The cost of materials used in the aerospace industry is highly volatile. In addition, the market
for the skilled labor we require to operate our plants is highly competitive.

Capitalization

Assuming the exercise or conversion of all of the options, warrants and derivative securities then outstanding, as of
June 30, 2006, we had outstanding an aggregate of approximately 169,600 shares of common stock. All references to
shares contained in this prospectus give effect to the 1 for 400 reverse stock split authorized by our shareholders in
July 2010.

In April 2007, we issued 802,300 shares of our series B Convertible Preferred Stock (the "Series B Preferred”) to
finance the acquisition of Sigma and to provide us with additional working capital. The shares of Series B Preferred
were convertible into shares of our common stock at a variable conversion price determined in accordance with the
terms set forth in the Certificate of Designation. In addition, the terms of the Series B Preferred provided for the
payment of a 7% cumulative dividend, payable in cash or in shares of Series B Preferred in lieu of cash, valued at a
price determined by reference to the fair market value of our common stock as of approximately the date of issuance
of such dividends. Until the Series B Preferred was converted into common stock in the recapitalization described
below, we issued an aggregate of 3,077,933 shares of Series B Preferred to the holders thereof in lieu of cash
dividends.
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In June 2008 we completed a private placement in which we issued $2,950,000 principal amount of our Junior
Subordinated Notes (the “Old Notes’) and 2,460 shares of our common stock. In connection with this placement we also
issued one share of common stock to the placement agent. From September 2008 to February 2009 we issued an
aggregate of $3,040,000 principal amount of our Junior Subordinated Notes with terms similar to the Old Notes but
with a lower interest rate (the “New Notes”), together with an aggregate of 240,400 shares of Series B Preferred in a
private placement. We also issued 39,604 shares of Series B Preferred to the placement agent as a partial sales
commission for this placement.
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In October 2008, the holders of $2,950,000 of our Old Notes exchanged their Old Notes for an equal principal amount
of our New Notes and 236,000 shares of Series B Preferred. As of December 31, 2011, the balance owed on the Junior
Subordinated Notes amounted to $6,320,000.

In January 2009, as part of the sale of certain of the assets of Sigma to its former stockholders, we issued 58,500
shares of our Series B Preferred to the former stockholders of Sigma.

In March and June, 2009, we issued 4,211 and 10,000 shares of our Series B Preferred in settlement of disputes with
third parties. In January 2010, we issued 137,138 shares of our Series B Preferred upon exercise of warrants issued to
the placement agent for the offering of the New Notes and Preferred Shares.

Recapitalization and Conversion of Junior Subordinated Notes

In July 2010, at a special meeting of our stockholders, our common and Series B Preferred stockholders approved (i) a
1- for-400 reverse split of our common stock and (ii) the automatic conversion of the then outstanding shares of our
Series B Preferred, together with any dividends that may have become payable prior to the conversion date into
3,400,000 shares of our common stock. Upon completion of the reverse split and conversion of our common stock in
October 2010, we had an aggregate of 3,579,114 shares of common stock outstanding, of which approximately 95%
was owned by the former holders of the Series B Preferred.

In December 2005 we entered into to a credit facility with PNC Bank N.A., our senior lender. The credit facility
provided for maximum borrowings of $19,000,000 and was secured by a lien on substantially all of our assets. The
$19,000,000 was comprised of a $14,000,000 revolving loan, a $3,500,000 term loan and a $1,500,000 equipment
line.

In connection with the acquisition of WMI, in August 2007, we issued the sellers a promissory note in the principal
amount of $2,000,000 and received a $4,500,000 term loan from Steel City Capital Funding (“SCCF”), the proceeds of
which were used to fund a portion of the purchase price of WMI. In November 2010, we executed a renewal and
amendment to the credit facility with our senior lender which provided for a $16,000,000 revolving loan and a
$3,000,000 term loan and which included WMI as one of the borrowers. A portion of the proceeds of the amended
credit facility with our senior lender was used to satisfy the SCCF Term Loan. In August 2008 we restructured the
WMI sellers’ note into a note with a principal amount of $2,050,000 bearing interest at the rate of 7% per annum and
payable in installments with a final payment due March 31, 2014. In October 2010 we entered into a letter agreement
with the sellers of WMI in which it was agreed that all accrued and unpaid interest under the restructured note would
be added to the principal, making the new note balance $2,397,967. Interest on this note accrues at 7% per annum and
the note is payable in installments through January 2015.

On June 20, 2012, we acquired the business now operated by NTW, for a purchase price of $12,418,000 consisting of
66,667 shares of our common stock valued at $300,000 and cash of $12,118,000, of which $11,400,000 was paid at
closing, $200,000 was paid in July 2012 upon receipt of releases of liens on certain equipment acquired by us, and
$518,000 is to be paid in respect of a working capital adjustment. The payment for the working capital adjustment will
be reduced by $107,000 which we paid to satisfy liabilities not assumed by us under the purchase agreement. In
connection with the acquisition, we sold in a private offering an aggregate of 1,185,851 shares of common stock for
$6.00 per share, from which we derived net proceeds of approximately $6,528,000, and issued 867,461 shares of
common stock in exchange for approximately $5,204,000 principal amount of our Junior Subordinated Notes, thereby
increasing our equity by approximately $11,700,000. As a result of the private placement and the conversion of Junior
Subordinated Notes, the number of outstanding shares of our common stock increased from approximately 3,579,000
to 5,711,000.
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Segment Data

We follow FASB ASC 280, “Segment Reporting”, which establishes standards for reporting information about
operating segments in annual and interim financial statements, and requires that companies report financial and
descriptive information about their reportable segments based on a management approach. ASC 280 also establishes
standards for related disclosures about products and services, geographic areas and major customers.
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AIM is primarily engaged in processing, cutting, milling, machining and hardening metals into flight critical and other
assemblies widely used in the aerospace industry and sold primarily to prime defense contractors. WMI specializes in
complex welding applications in tubular structures and fabrication of complex sheet metal structures. NTW is
primarily engaged in the production of complete landing gear and landing gear sub-assemblies for military fighter
aircraft, sold primarily directly to the US Government.

Along with our operating subsidiaries, we report the results of our corporate division as an independent

segment. Given the similarity of their operations, the combination of AIM and NTW will enable us to increase the
variety and complexity we of products we produce for customers. Nevertheless, we have determined to operate AIM
and NTW as independent business units and, in the discussion below, they are considered independent business
segments and we once again have three reportable operating segments.

The accounting policies of each of the segments are the same as those described in the Summary of Significant
Accounting Policies. We evaluate performance based on revenue, gross profit contribution and assets employed.
Operating costs that are not directly attributable to a particular segment are included in Corporate. These costs include
corporate costs such as legal, audit, tax and other professional fees including those related to being a public company.

Results of Operations

The following discussion of our results of operations constitutes management's review of the factors that affected our
financial and operating performance for the years ended December 31, 2012 and 2011. This discussion should be read
in conjunction with the financial statements and notes thereto contained elsewhere in this prospectus.

For 2012, we had three operating segments, AIM, Welding Metallurgy and NTW, and separately report our corporate
overhead. For 2011, we had two operating segments, AIM and Welding Metallurgy, and separately report our
corporate overhead. We completed the NTW Acquisition on June 20, 2012 and, consequently, the results of NTW,
inclusive of the operations acquired in the NTW Acquisition on June 20, 2012 are included and reflected in the
discussion below.

Years ended December 31, 2012 and 2011:

Statement of Operations

Data
2012 2011

Net sales 64,215,000 53,745,000
Cost of sales 49,357,000 42,817,000
Gross profit 14,858,000 10,928,000
Operating and interest
costs 10,717,000 8,651,000
Other income (expense)
net (146,000) 27,000
Income taxes 1,447,000 57,000
Net Income 2,548,000 2,247,000
Balance Sheet Data

2012 2011

490,000 577,000
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Cash and cash
equivalents
Working capital 11,680,000 7,821,000
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