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PART III
 

Item 10.  Directors, Executive Officers, and Corporate Governance
 
Our directors and executive officers are:
 

Name:  Age  Position
Peter D. Rettaliata  66  Acting President and CEO  and Director
Michael E. Recca  66  Chief Financial Officer 
Michael N. Taglich   51  Chairman of the Board
Seymour G. Siegel  74  Director
Robert F. Taglich  50  Director
David J. Buonnano  61  Director
Robert  C. Schroeder  50  Director
Michael Brand  59  Director

 
Peter D. Rettaliata has been our Acting President and Chief Executive Officer since March 2, 2017, and has been a director of our company since

2005. He served as our President and Chief Executive Officer from November 30, 2005 to December 31, 2014. He also served as the President of our wholly-
owned subsidiary, AIM, from 1994 to 2008. Prior to his involvement at AIM, Mr. Rettaliata was employed by Grumman Aerospace Corporation for twenty-
two years. Professionally, Mr. Rettaliata has served as the Chairman of "ADDAPT", an organization of regional aerospace companies, as a member of the
Board of Governors of the Aerospace Industries Association, and as a member of the Executive Committee of the AIA Supplier Council. He is a graduate of
Niagara University where he received a B.A. in History and the Harvard Business School where he completed the PMD Program. Mr. Rettaliata’s extensive
experience in the aerospace industry and his knowledge of our operations qualify him to serve as a Director.

 
Michael E. Recca has been our Chief Financial Officer since October 1, 2016. Mr. Recca has been engaged by us since September 2008 in a variety

of positions related to our capital finance and acquisition programs.  Most recently he served as Chief of Corporate Development & Capital Markets, a
position in which he directed our acquisition program and coordinated with our lenders.  Mr. Recca received a Bachelor of Arts degree from the SUNY Stony
Brook and an MBA from Columbia University.

 
Michael N. Taglich has been Chairman of our Board of Directors since September 22, 2008. He is Chairman and President of Taglich Brothers, Inc.

("Taglich Brothers"), a New York City based securities firm which he co-founded in 1992 and which is focused on public and private micro-cap companies.
From 1987 to 1992, Mr. Taglich served as a Vice President at Weatherly Securities. He brings a broad depth and breadth of capital and business background
to the Board, with extensive experience in exit strategies. Mr. Taglich is currently Chairman of the Board of SCOLR Pharma Inc, a publicly traded
pharmaceutical company, and BioVentrix, Inc., a privately held medical device company whose products are directed at heart failure. He also serves as a
Director of Bridgeline Digital, Inc. and DecisionPoint Systems, Inc., each of which is a publicly traded company. Mr. Taglich holds a B.S. degree in General
and International Business from New York University and holds Series 27 and Series 7 securities licenses. Mr. Taglich’s extensive experience in the capital
markets and his knowledge of the aerospace industry qualify him to serve as a Director.
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Seymour G. Siegel has been a director of our company since 2005. A Certified Public Accountant no longer in practice, he was a principal emeritus

at Rothstein Kass (now KPMG), an international firm of accountants and consultants until July 2014. Mr. Siegel was a founder of Siegel Rich & Co., CPAs,
which eventually merged with what is now known as WeiserMazars LLP, where he was a senior partner until January 1995, when he sold his interest in the
firm and co-founded a business advisory firm which later became a part of Rothstein Kass. In addition to serving as a Director and Chairman of the Audit
Committees of our Board, Mr. Siegel also serves as a Director and Chairman of the Audit Committee of Root 9B Technologies Inc.  Mr. Siegel received his
Bachelor of Business Administration from the Bernard M. Baruch School of the City College of New York. Mr. Siegel’s extensive knowledge and experience
in accounting matters and familiarity with the issues of manufacturing businesses qualify him to serve as a Director.

 
Robert F. Taglich has been a director of our company since 2008. He is a Managing Director of Taglich Brothers, which he co-founded in 1992. Prior

to founding Taglich Brothers, Mr. Taglich was a Vice President at Weatherly Securities. Mr. Taglich has served in various positions in the brokerage securities
industry for the past 25 years. Mr. Taglich is a Director of Bridgeline Digital, Inc., a publicly traded company He also serves on the board of privately held
BioVentrix, Inc., a medical device company whose products are directed at heart failure. Mr. Taglich holds a Bachelor’s degree from New York University.
Mr. Taglich’s extensive experience in the capital markets and his knowledge of the aerospace industry qualify him to serve as a Director.

 
David J. Buonanno has been a director of our company since 2008. He is the Founder and President of Buonanno Enterprises Consulting, providing

strategic management, supply chain/operations and recruitment services to aerospace and defense industry clients. He is a member of the Executive Advisory
Board of Bridgeways, Inc. and the Advisory Board of Alken Industries, Inc. Mr. Buonanno has extensive experience in manufacturing, supply management
and operations. He was employed by Sikorsky Aircraft, Inc., a subsidiary of United Technologies Corporation, as Vice President, Supply Management and
International Offset (from January 1997 to July 2006) and as Director, Systems Subcontracts (from November 1992 to January 1997). From May 1987 to
November 1992, he was employed by General Electric Company serving as Operations Manager and Manager, Program Materials Management of GE’s
Astro-Space Division. From June 1977 to May 1987, he was employed by RCA and affiliated companies. Mr. Buonanno attended Lehigh University College
of Electrical Engineering and holds a B.S. in Business Administration from Rutgers University. He completed the Program for Management Development at
Harvard Business School in 1996.  Mr. Buonanno’s extensive experience in the aerospace and defense industries and familiarity with the operations of
companies in the industry qualify him to serve as a Director.

 
Robert C. Schroeder has been a director of our company since 2008. He is Vice President - Investment Banking of Taglich Brothers and specializes

in advisory services and capital raising for small public and private companies. Mr. Schroeder joined Taglich Brothers in April 1993 as an Equity Analyst
publishing sell-side research. Prior to joining Taglich Brothers, he served in various positions in the brokerage and public accounting industry. Mr. Schroeder
also serves as a director of the following publicly traded companies: DecisionPoint Systems, Inc., a leading provider and integrator of Enterprise Mobility,
Wireless Applications and RFID solutions, and Intellinetics, Inc., a provider of cloud-based enterprise content management solutions. Mr. Schroeder received
a B.S. degree in accounting and economics from New York University. He is a Chartered Financial Analyst and a member of the Association for Investment
Management and Research and a member of the New York Society of Security Analysts. Mr. Schroeder’s extensive experience in the capital markets qualify
him to serve as a Director.

 
Michael Brand has been a director of our company since 2012, and since March 2017 has served as a consultant to our company focused on day to

day production issues, scheduling of the products to be manufactured and related operational issues such as the maintenance of appropriate inventory levels.
He was the President of Goodrich Landing Gear, a unit of Goodrich Corporation, from July 2005 to June 2012. Prior to joining Goodrich for over 25 years he
held senior management positions in the Aerospace industry. He began his career at General Electric Corporation and rose to senior management in its jet
engine manufacturing operations. Mr. Brand is a graduate of Clarkson University, with advanced degrees and certificates from Xavier University and the
Wharton School. Mr. Brand’s extensive experience in the aerospace and defense industries and familiarity with the operations of companies in the industry
qualify him to serve as a Director.
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Michael N. Taglich and Robert F. Taglich are brothers.
 
All directors hold office until the next annual meeting of shareholders and until their successors have been duly elected and qualified. Officers are

elected by and serve at the discretion of the Board of Directors. Employee directors do not receive any compensation for their services as directors. Non-
employee directors are entitled to receive compensation per year for serving as directors and may receive option grants from our company.

 
Information Concerning the Board of Directors
 
Board Leadership Structure and Risk Oversight
 

The Board does not have a policy requiring separation of the roles of Chief Executive Officer and Chairman of the Board. Nevertheless, Michael N.
Taglich is Chairman of the Board and Peter D. Rettaliata is Acting Chief Executive Officer of the Company.

 
The Board has determined that a non-employee director serving as Chairman is in the best interests of our stockholders at this time. This structure

ensures a greater role of non-employee Directors in the active oversight of our business, including risk management oversight, and in setting agendas and
establishing Board priorities and procedures. This structure also allows the Chief Executive Officer to focus to a greater extent on the management of our day-
to-day operations.

 
The Board of Directors as a whole is responsible for consideration and oversight of risks facing the Company, and is responsible for ensuring that

material risks are identified and managed appropriately. Certain risks are overseen by committees of the Board of Directors and these committees make
reports to the full Board of Directors, including reports on noteworthy risk-management issues. Members of the Company’s senior management team
regularly report to the full Board about their areas of responsibility and a component of these reports is risk within the area of responsibility and the steps
management has taken to monitor and control such exposures. Additional review or reporting on risks is conducted as needed or as requested by the Board or
one of its committees.

 
Board Independence
 

Our Board of Directors has determined that Robert Schroeder, Seymour G. Siegel, David Buonanno and Michael Brand are "independent directors"
within the meaning of NYSE MKT Rule 803A(2).

 
Director Compensation
 

Non-employee Directors are entitled to receive compensation for serving as directors and may receive option grants from our company. Each
Director also is entitled to be repaid or prepaid all traveling, hotel and incidental expenses reasonably incurred or expected to be incurred in attending
meetings of our Board of Directors or committees of our Board of Directors or shareholder meetings or otherwise in connection with the discharge of his
duties as a Director. The compensation committee will assist the directors in reviewing and approving the compensation structure for our directors.
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The following table sets forth certain information regarding the compensation paid to our directors during the fiscal year ended December 31, 2016.
 

DIRECTOR COMPENSATION
      Non-Equity  Non-Qualified    
  Fees Earned Stock   Incentive Plan  Deferred  All Other  
  or Paid in Awards Option  Compensation  Compensation  Compensation  

Name  Cash ($) ($) Awards ($)  ($)  Earnings ($)  ($) Total ($)
            
Michael N. Taglich  $ 57,500  - $ 1,276  -  -  - $ 58,776
Robert F. Taglich  $ 57,500  - $ 1,276  -  -  - $ 58,776
Robert Schroeder  $ 30,999  - $ 1,276  -  -  - $ 32,275
David Buonanno  $ 31,607  - $ 1,276  -  -  - $ 32,883
Seymour G. Siegel  $ 44,968  - $ 1,276  -  -  - $ 46,244
Michael Brand  $ 30,999  - $ 1,276  -  -   $ 32,275
Peter D. Rettaliata  $ 50,003   $ -  -  -  - $ 50,003

 
Board Meetings; Committees and Membership
 

The Board of Directors held four meetings during the fiscal year ended December 31, 2016 (“fiscal 2016”). During fiscal 2016, each of the directors
then in office attended more than 75% of the aggregate of (i) the total number of meetings of the Board of Directors and (ii) the total number of meetings of
all committees of the Board on which such director served.

 
We maintain the following committees of the Board of Directors: the Audit Committee, the Compensation Committee and the Nominating

Committee. Each committee is comprised entirely of directors who are “independent” within the meaning of NYSE MKT Rule 803A(2). Each committee acts
pursuant to a separate written charter, and each such charter has been adopted and approved by the Board of Directors. Copies of the committee charters are
available on our website at airindustriesgroup.com under the heading “Investor Relations.”

 
Audit Committee. Messrs. Siegel, Schroeder and Buonanno are members of the Audit Committee. Mr. Siegel serves as Chairman of the Audit

Committee and also qualifies as an "audit committee financial expert," as that term is defined in Item 407(d)(5)(ii) of Regulation S-K. The Board has
determined that each member of our Audit Committee meets the financial literacy requirements under the Sarbanes-Oxley Act and SEC rules and the
independence requirements under NYSE MKT Rule 803A(2).
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Our Audit Committee is responsible for preparing reports, statements and charters of audit committees required by the federal securities laws, as well

as:
 
· overseeing and monitoring the integrity of our consolidated financial statements, our compliance with legal and regulatory requirements as

they relate to financial statements or accounting matters, and our internal accounting and financial controls;
  
· preparing the report that SEC rules require be included in our annual proxy statement;
  
· overseeing and monitoring our independent registered public accounting firm's qualifications, independence and performance;
  
· providing the Board with the results of its monitoring and its recommendations; and
  
· providing to the Board additional information and materials as it deems necessary to make the Board aware of significant financial matters

that require the attention of the Board.
 
Compensation Committee. Our Compensation Committee is composed of Messrs. Siegel, Buonanno and Brand. The Compensation Committee is

responsible for:
 
· establishing the Company’s general compensation policy, in consultation with the Company’s senior management, and overseeing  the

development and implementation of compensation programs;
  
· reviewing and approving corporate goals and objectives relevant to the compensation of the CEO, and evaluating the performance of the CEO

at least annually in light of those goals and objectives and communicating the results of such evaluation to the CEO and the Board, and
determining the CEO’s compensation level based on this evaluation, subject to ratification by the independent directors on the Board. In
determining the incentive component of CEO compensation, the Committee will consider, among other factors, the Company’s performance
and relative stockholder return, the value of similar incentive awards to CEOs at comparable companies, the awards given to the CEO in past
years, and such other factors as the Committee may determine to be appropriate;

  
· reviewing and approving the compensation of all other executive officers of the Company, such other managers as may be directed by the

Board, and the directors of the Company.
  
· overseeing the Board’s benefit and equity compensation plans, overseeing the activities of the individuals and committees responsible for

administering these plans, and discharging any responsibilities imposed on the Committee by any of these plans;
  
· approving issuances under, or any material amendments to, any stock option or other similar plan pursuant to which a person not previously

an employee or director of the Company, as an inducement material to the individual’s entering into employment with the Company, will
acquire stock or options;

  
· in consultation with management, overseeing regulatory compliance with respect to compensation matters, including overseeing the

Company’s policies on structuring compensation programs to preserve related tax objectives;
  
· reviewing and approving any severance or similar termination payments proposed to be made to any current or former officer of the

Company; and
  
· preparing an annual report on executive compensation for inclusion in our proxy statement for the election of directors, if required under the

applicable SEC rules.
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Nominating Committee. Our Nominating Committee is composed of Messrs. Schroeder, Siegel and Brand. The purpose of the Nominating

Committee is to seek and nominate qualified candidates for election or appointment to our Board of Directors. The Nominating Committee will seek
candidates for election and appointment that possess the integrity, leadership skills and competency required to direct and oversee the Company’s
management in the best interests of its stockholders, customers, employees, communities it serves and other affected parties.

 
A candidate must be willing to regularly attend Committee and Board of Directors meetings, to develop a strong understanding of the Company, its

businesses and its requirements, to contribute his or her time and knowledge to the Company and to be prepared to exercise his or her duties with skill and
care. In addition, each candidate should have an understanding of all corporate governance concepts and the legal duties of a director of a public company.

 
Stockholders may contact the Nominating Committee Chairman, the Chairman of the Board or the Corporate Secretary in writing when proposing a

nominee. This correspondence should include a detailed description of the proposed nominee’s qualifications and a method to contact that nominee if the
Nominating Committee so chooses.

 
Stockholder Communications
 

Any stockholder who desires to contact any of our Directors can write to Air Industries Group, 360 Motor Parkway, Suite 100, Hauppauge, NY
11788 Attention: Stockholder Relations. Your letter should indicate that you are an Air Industries Group stockholder. Depending on the subject matter, our
stockholder relations personnel will:

 
 · forward the communication to the Director(s) to whom it is addressed;
   
 · forward the communication to the appropriate management personnel;
   
 · attempt to handle the inquiry directly, for example where it is a request for information about the Company, or it is a stock-related matter;

or
   
 · not forward the communication if it is primarily commercial in nature or if it relates to an improper or irrelevant topic.

 
Code of Ethics
 

We have adopted a written code of ethics that applies to our principal executive officers, senior financial officers and persons performing similar
functions. Upon written request to our corporate secretary, we will provide you with a copy of our code of ethics, without cost.
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Item 11.  Executive Compensation
 
Summary Compensation Table
 

The following summary compensation table shows, for the periods indicated, information regarding the compensation awarded to, earned by or paid to
our principal executive officer and our chief accounting officer (our only other executive officer whose compensation exceeded $100,000), for all services
rendered in all capacities to our company and its subsidiaries. The individuals listed in the following table are referred to herein collectively as our “named
executive officers.”

 
Executive Compensation Table
 
      Non-equity Nonqualified     
      Incentive deferred     
    Stock Option Plan compensation All other    
Name and principal Position Year Salary Bonus awards awards Information earnings compensation   Total
  ($) ($) ($) ($) ($) ($) ($)   ($)
Daniel R. Godin (1) 2016 250,000 - - - - - $ 9,600 (3) $ 259,600
President and CEO 2015 254,807 125,000      9,600 (3)  389,407
Marianne Giglio (2) 2016 126,396 -  -  - - - $ 4,500 (3) $ 130,896
Chief Accounting Officer            
 
(1) Mr. Godin resigned as our President and CEO effective as of March 24, 2016.
 
(2) Ms. Giglio joined our company on March 7, 2016, became our Chief Accounting Officer on April 22, 2016 and served in that capacity until October 1,
2016.
 
(3) Represents car allowance.
 

None of our executive officers or key employees named in the above table has an employment agreement providing for a fixed term of employment.
All are employees at will terminable at any time without any severance, other than that payable to employees generally.

 
Peter D. Rettaliata receives $50,000 per annum for serving as a director of, and consultant to, our company. We have not yet reached agreement on

the compensation he is to receive for serving as our Acting President and Chief Executive Officer.
 
Michael Recca, our Chief Financial Officer, receives a salary of $200,000 per annum.
 

Executive Compensation Policies as They Relate to Risk Management
 

The Compensation Committee and management have considered whether our compensation policies might encourage inappropriate risk taking by
the Company’s executive officers and other employees. The Compensation Committee has determined that the current compensation structure aligns the
interests of the executive officers with those of the Company without providing rewards for excessive risk taking by awarding a mix of fixed and performance
based or discretionary bonuses with the performance based compensation focused on profits as opposed to revenue growth.

 
During the years ended December 31, 2016 and 2015, less than 1% of the total compensation paid to employees was paid in performance-based

compensation, including commissions and bonuses.
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Equity Awards – 2016
 

We did not grant any equity awards in the form of shares to any of the named Executive Officers during 2016 and consequently have the table which
would have described such awards.

 
Outstanding Equity Awards at 2016 Year-End
 

The following table shows certain information regarding outstanding equity awards held by our named Executive Officers as of December 31, 2016.
 

 Option Awards  Stock Awards
         Equity Incentive   
 Number of  Number of      Plan Awards:  Equity Incentive Plan
 Securities  Securities      Number of  Awards: Market or
 Underlying  Underlying      Unearned Shares,  Payout Value of
 Unexercised  Unexercised  Option  Option  Units or Other  Unearned Shares,
 Options (#)  Options (#)  Exercise  Expiration  Rights That Have  Units or Other Rights
Name Exercisable  Unexercisable  Price ($)  Date  Not Vested (#)  That Have Not Vested
            
Daniel R. Godin 120,000  -   $10.12         11/30/2021    -    -
Marianne Giglio          -  -  -  -    -    -
 
Equity Incentive Plans
 

We have three equity incentive plans, the 2016 Equity Incentive Plan (“the “2016 Plan”), which our Board of Directors adopted in June 2016 and our
stockholders approved on November 30, 2016, the 2015 Equity Incentive Plan (the “2015 Plan”), which our Board of Directors adopted in March 2015 and
our stockholders approved in June 2015, and the 2013 Equity Incentive Plan (the “2013 Plan”), which our Board of Directors adopted in May 2013 and our
stockholders approved in July 2013.   The Plans are virtually identical, except that the 2016 Plan and the 2015 Plan authorized the issuance of 350,000 shares
of Common Stock and the 2013 Plan authorized the issuance of 600,000 shares. As of December 31, 2016, options to purchase 138,000 shares have been
granted and remain outstanding under the 2015 Plan, and 212,000 shares remained available for grant, and options to purchase 564,342 shares remain
outstanding and no shares remained available for issuance under the 2013 Plan. No stock awards have been made or options granted under the 2016 Plan. The
Plans permit the Company to grant stock awards and non-qualified and incentive stock options to employees, directors and consultants. The Plans are
administered by the Compensation Committee of the Board and each has a term of ten years from the date it was adopted by the Board. 
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         We adopted the Plans to provide a means by which employees, directors, and consultants of our Company and those of our subsidiaries and

other designated affiliates, which we refer to together as our affiliates, may be given an opportunity to purchase our Common Stock, to assist in retaining the
services of such persons, to secure and retain the services of persons capable of filling such positions, and to provide incentives for such persons to exert
maximum efforts for our success and the success of our affiliates.

 
Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters
 

The following table sets forth information known to us regarding beneficial ownership of our Series A Preferred Stock and our Common Stock as of
March 15, 2017, by (i) each person known by us to own beneficially more than 5% of our outstanding Series A Preferred Stock or Common Stock, (ii) each
of our directors, (iii) our chief executive officer, and (iii) all of our directors and executive officers as a group. Except as otherwise indicated, we believe,
based on information provided by each of the individuals named in the table below, that such individuals have sole investment and voting power with respect
to such shares, subject to community property laws, where applicable. As of March 15, 2017 we had outstanding 1,247,668 shares of our Series A Preferred
Stock and of 7,650,165 shares of our Common Stock. Each share of Series A Preferred Stock is convertible into 2.0325 shares of Common Stock and holders
of Series A Preferred Stock vote together with holders of Common Stock as a single class, except on certain matters specified in the Certificate of Designation
authorizing the issuance of the Series A Preferred Stock and as required under applicable law, with holders of Series A Preferred Stock entitled to the number
of votes equal to the number of shares of Common Stock into which the shares of Series A Preferred Stock owned of record by such shareholder could have
been converted on the Record Date (2.0325 times the number of shares of Series A Preferred Stock owned of record) and each share of Common Stock
entitled to one vote. Except as stated in the table, the address of the holder is c/o our company, 360 Motor Parkway, Suite 100, Hauppauge, New York 11788.

 
  Number of Shares  Percent of  Class
Name  Series A Preferred  Common  Series A Preferred  Common
Directors and Executive Officers:                 
                 
Michael N. Taglich   288,162   1,999,427(1)   23.10%  21.60%
Robert F. Taglich   101,876(2)  1,356,310(3)   8.17%  16.12%
Peter D. Rettaliata   0   67,035(4)   —            * 
Seymour G. Siegel   0   19,039(5)   —            * 
David Buonanno   2,696   26,346(6)   *          * 
Robert Schroeder   0   142,212(7)   —     1.84%
Michael Brand   0   15,250 (8)   —            * 
Daniel Godin, President and CEO(9)   0   0 (9)   —     —   
                 
All Directors and Executive Officers as a group (8 persons)   392,734   3,571,280(10)  31.48%  35.04%

 
 
___
* Less than 1%
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(1) Includes 30,736 shares owned by Taglich Brothers, Inc. and other entities controlled by Mr. Taglich, 585,689 shares he may acquire upon conversion of
the Series A Preferred Stock, 698,891 shares he may acquire upon conversion of 8% Notes (including 138,244 shares that may be acquired by Taglich
Brothers, Inc. upon conversion of 8% Notes), 308,364 shares he may acquire upon exercise of warrants (including 17,385 shares which may be acquired by
Taglich Brothers, Inc. upon exercise of warrants) and 15,250 shares he may acquire upon exercise of options, in each case exercisable within 60 days.
 
(2) Includes 6,478 shares owned as custodian for his children.
 
(3) Includes 30,736 shares owned by Taglich Brothers, Inc. and other entities controlled by Mr. Taglich, 207,077 shares he may acquire upon conversion of
the Series A Preferred Stock (13,154 of which are owned as custodian for his children), 359,103 shares he may acquire upon conversion of 8% Notes
(including 138,244 shares that may be acquired by Taglich Brothers, Inc. upon conversion of 8% Notes), 184,516 shares he may acquire upon exercise of
warrants (including 17,385 shares which may be acquired by Taglich Brothers, Inc. upon exercise of warrants and 2,436 owned as custodian for his children)
and 15,250 shares he may acquire upon exercise of options, in each case exercisable within 60 days.
 
(4) Includes 64,216 shares he may acquire upon exercise of options exercisable within 60 days.
 
(5) Includes 15,250 shares he may acquire upon exercise of options exercisable within 60 days.
 
(6) Includes 5,480 shares he my acquire upon conversion of Series A Preferred Stock, 1,016 shares he may acquire upon exercise of warrants and 15,250
shares he may acquire upon exercise of options, in each case exercisable within 60 days.
 
(7) Includes 75,283 shares he may acquire upon exercise of warrants and 15,250 shares he may acquire upon exercise of options, in each case exercisable
within 60 days.
 
(8) Represents shares he may acquire upon exercise of options exercisable within 60 days.
 
(9) Mr. Godin resigned as President and CEO effective March 24, 2017. Options to purchase 100,000 shares of Common Stock expired unexercised as of that
date.
 
(10) Includes 798,246 shares that may be acquired upon conversion of Series A Preferred Stock, 919,750 shares that may be acquired upon conversion of 8%
Notes, 551,794 shares that may be acquired upon exercise of warrants and 272,492 shares that may be acquired upon exercise of options, in each case
exercisable within 60 days.
 
Item 13.  Certain Relationships and Related Transactions and Director Independence
 
Our Policy Concerning Transactions with Related Persons
 

Under Item 404 of SEC Regulation S-K, a related person transaction is any actual or proposed transaction, arrangement or relationship or series of
similar transactions, arrangements or relationships, including those involving indebtedness not in the ordinary course of business, to which we or our
subsidiaries were or are a party, or in which we or our subsidiaries were or are a participant, in which the amount involved exceeded or exceeds the lesser of
$120,000 or one percent of the average of our total assets at year-end for the last two completed fiscal years and in which any of our directors, nominees for
director, executive officers, beneficial owners of more than 5% of any class of our voting securities (a “significant shareholder”), or any member of the
immediate family of any of the foregoing persons, had or will have a direct or indirect material interest.
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We recognize that transactions between us and any of our Directors or Executives or with a third party in which one of our officers, directors or

significant shareholders has an interest can present potential or actual conflicts of interest and create the appearance that our decisions are based on
considerations other than the best interests of our Company and stockholders.

 
The Audit Committee of the Board of Directors is charged with responsibility for reviewing, approving and overseeing any transaction between the

Company and any related person (as defined in Item 404 of Regulation S-K), including the propriety and ethical implications of any such transactions, as
reported or disclosed to the Committee by the independent auditors, employees, officers, members of the Board of Directors or otherwise, and to determine
whether the terms of the transaction are not less favorable to us than could be obtained from an unaffiliated party.

 
Transactions with Related Persons
 

The following includes a summary of transactions since January 1, 2014, or any currently proposed transaction, in which we were or are to be a
participant and the amount involved exceeded or exceeds the lesser of $120,000 or one percent of the average of our total assets at year-end for the last two
completed fiscal years, and in which any related person had or will have a direct or indirect material interest.

 
From time to time when needed, we have borrowed funds from Michael Taglich and Robert Taglich, directors and principal stockholders of our

company, as discussed below. In addition, as discussed below, Taglich Brothers, Inc. (“Taglich Brothers”), of which Michael Taglich and Robert Taglich are
the principals, has acted as placement agent for offerings of our securities and provided us with other investment banking and advisory services.

 
On January 1, 2014, we entered into a Capital Market Advisory Agreement with Taglich Brothers pursuant to which Taglich Brothers provided us,

on a non-exclusive basis, business advisory services for a monthly fee of $7,000 and a warrant to purchase 10,000 shares of our common stock at an exercise
price of $8.72 per share. This agreement renewed annually until terminated in October 2016. We paid Taglich Brothers $1,500 per month for posting its
research reports on our company on its website pursuant to a research distribution agreement, or a total of $18,000 for each of 2014 and 2015 and $9,000 for
2016.

 
In connection with our public offering of 1,170,000 shares of common stock completed on June 3, 2014, we paid Taglich Brothers, which acted as

placement agent for the offering, $842,400, representing 8% of the gross proceeds of the offering as a sales commission, plus an additional $75,000 in
reimbursement of counsel fees. In addition, we granted Taglich Brothers placement agent warrants to purchase 46,800 shares of common stock, representing
4% of the shares sold in the offering as additional compensation. The warrants are exercisable for cash or on a cashless basis at a per share exercise price
equal to $11.25, commencing May 29, 2015 and expiring May 28, 2019.

 
On September 8, 2015, we borrowed $350,000 from Michael Taglich and issued our promissory note in the principal amount of $350,000 to

evidence our obligation to repay that indebtedness. The note bore interest at the rate of 4% per annum and was payable on September 7, 2016.
 
On April 8, 2016, we borrowed $350,000 from each of Michael N. Taglich and Robert F. Taglich and issued our promissory notes in the principal

amount of $350,000 to evidence our obligation to repay that indebtedness. The notes bore interest at the rate of 7% per annum and were payable on June 30,
2016, or earlier upon our receipt of proceeds from the sale of our equity securities in the aggregate amount of $1,000,000.

 
On May 6, 2016, we borrowed $400,000 from Michael N. Taglich and $300,000 from Robert F. Taglich and issued our promissory notes in the

principal amount of $400,000 to Michael N. Taglich and $300,000 to Robert F. Taglich to evidence our obligation to repay that indebtedness. The notes bore
interest at the rate of 7% per annum and were payable on June 30, 2016, or earlier upon our receipt of proceeds from the sale of our equity securities in the
aggregate amount of $2,000,000.
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On May 26, 2016, we issued 110,000 shares of our Series A Preferred Stock to Michael Taglich and 65,000 shares of our Series A Preferred Stock to

Robert Taglich upon surrender of the aforementioned promissory notes in connection with the private placement of 700,000 shares of our Series A Preferred
Stock, for which Taglich Brothers acted as co-placement agent.

 
As compensation for its services as co-placement agent for the private placement of our Series A Preferred Stock completed in June 2016, we paid

Taglich Brothers a fee of $326,000 and issued to Taglich Brothers five-year warrants to purchase 56,910 shares of common stock at an initial exercise price of
$6.15, subject to certain anti-dilution and other adjustments, including stock splits, and in the event of certain fundamental transactions such as mergers and
other business combinations.

 
In August 2016, we issued two promissory notes to Michael Taglich in principal amounts of $500,000 and $1,000,000, respectively.  The notes bore

interest at the rate of 7% per annum.  The principal and interest were payable on December 31, 2016, or earlier upon our receipt of proceeds from the sale of
our equity securities in the aggregate amount of $2,000,000.

 
On August 19, 2016, we issued to Michael Taglich our 12% Subordinated Convertible Note due December 31, 2017 in the principal amount of

$1,520,713, together with warrants to purchase 61,817 shares of Common Stock, upon surrender for cancellation of promissory notes in the aggregate
principal amount of $1,500,000, together with accrued interest thereon and on notes previously exchanged for Series A Preferred Stock of $20,713. In
addition, we issued to Robert Taglich our 12% Subordinated Convertible Note due December 31, 2017 in the principal amount of $4,373, together with
warrants to purchase 177 shares of Common Stock, in consideration of the forgiveness of interest of $4,373 accrued on notes previously exchanged for Series
A Preferred Stock.

 
As compensation for its services as placement agent for the private placement in August 2016 of our 12% Subordinated Convertible Notes due

December 31, 2017 (the “12% Notes”), we paid Taglich Brothers a fee of $295,400 and issued to Taglich Brothers five-year warrants to purchase 68,617
shares of Common Stock at an initial exercise price of $6.15, subject to certain anti-dilution and other adjustments, including stock splits, and in the event of
certain fundamental transactions such as mergers and other business combinations.

 
On November 23, 2016, we issued and sold to Michael Taglich and Robert Taglich our 8% Subordinated Convertible Notes due November 31, 2018

(the “2018 Notes’) in the principal amounts of $1,000,000 and $100,000, respectively, together with five-year warrants to purchase 88,889 and 8,889 shares
of Common Stock, respectively, for a purchase price of $1,000,000 and $100,000, respectively. The 2018 Notes have a conversion price of $2.25 per share
and the warrants have an exercise price of $3.00 per share. The conversion price of the 2018 Notes and the exercise price of the warrants, as well as the
number of shares issuable upon conversion of the 2018 Notes and the exercise of the warrants, are subject to certain anti-dilution and other adjustments,
including stock splits, and in the event of certain fundamental transactions such as mergers and other business combinations. The warrants may be exercised
until November 30, 2021 and may be exercised on a cashless basis for a lesser number of shares depending upon prevailing market prices at the time of
exercise.

 
As compensation for its services as placement agent for the private placement in November 2016 of the 2018 Notes, we issued to Taglich Brothers,

in lieu of cash payment of sales commissions, 2018 Notes in the principal amount of $112,000. We also issued to Taglich Brothers a five-year warrant to
purchase 62,222 shares of Common Stock. The warrants may be exercised until November 30, 2021, have an exercise price of $3.00, subject to certain anti-
dilution and other adjustments, including stock splits, and in the event of certain fundamental transactions such as mergers and other business combinations,
and may be exercised on a cashless basis for a lesser number of shares depending upon prevailing market prices at the time of exercise.
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On December 22, 2016, we issued and sold to Michael Taglich and Robert Taglich 2018 Notes in the principal amounts of $300,000 and $200,000,

respectively, together with warrants to purchase 22,815 shares and 15,209 shares, respectively, of Common Stock for a purchase price of $$300,000 and
$200,000, respectively. The outstanding principal amount plus accrued interest on the 2018 Notes are convertible at the option of the holder into shares of
Common Stock at an initial conversion price of $2.63, subject to certain anti-dilution and other adjustments, including stock splits, and in the event of certain
fundamental transactions such as mergers and other business combinations. The warrants may be exercised until November 30, 2021 and have an exercise
price of $3.00 per share, subject to certain anti-dilution and other adjustments, including stock splits, and in the event of certain fundamental transactions such
as mergers and other business combinations, and may be exercised on a cashless basis for a lesser number of shares depending upon prevailing market prices
at the time of exercise.

 
As compensation for its services as placement agent for the private placement in December 2016 of the 2018 Notes, we issued to Taglich Brothers,

in lieu of cash payment of sales commissions, 2018 Notes in the principal amount of $94,000. We also issued to Taglich Brothers five-year placement agent
warrants to purchase 44,677 shares of Common Stock at an exercise price pf $3.00 per share and having the same terms as the warrants issued to purchasers
of the 2018 Notes in the December 2016 private placement.

 
On February 7, 2017, we issued and sold to Robert Taglich our 8% Subordinated Convertible Notes due January 31, 2019 in the principal amount of

$250,000 (one of a series of our 8% Subordinated Convertible Notes due January 31, 2019, hereinafter referred to as the “2019 Notes”), together with a five
year warrant to purchase 19,230 shares of Common Stock for a purchase price of $250,000. The 2019 Note issued to Robert Taglich has a conversion price of
$3.71 per share, and the warrant issued to Robert Taglich has an exercise price of $3.71 per share. The conversion price of the 2019 Notes and the exercise
price of the warrants, as well as the number of shares issuable upon conversion of the 2019 Notes and the exercise of the warrants, are subject to certain anti-
dilution and other adjustments, including stock splits, and in the event of certain fundamental transactions such as mergers and other business combinations.
The warrants may be exercised until January 31, 2022 and may be exercised on a cashless basis for a lesser number of shares depending upon prevailing
market prices at the time of exercise.

 
As compensation for its services as placement agent for the private placement in February 2017 of the 2019 Notes, we issued to Taglich Brothers, in

lieu of cash payment of sales commissions, 2019 Notes in the principal amount of $80,000 (of which a 2019 Note in the principal amount of $20,000 has a
conversion price of $3.71 per share and a 2019 Note in the principal amount of $60,000 has a conversion price of $3.25 per share). We also issued to Taglich
Brothers five-year placement agent warrants to purchase 44,677 shares of Common Stock at an exercise price of $4.45 per share having the same terms as the
warrants issued to purchasers of the 2019 Notes in the February 2019 private placement.

 
On March 8, 2017, we issued and sold to Robert Taglich a 2019 Note in the principal amount of $100,000, together with a five year warrant to

purchase 7,692 shares of Common Stock for a purchase price of $100,000. The 2019 Note issued to Robert Taglich has a conversion price of $3.30 per share,
and the warrant issued to Robert Taglich has an exercise price of $3.30 per share. The conversion price of the 2019 Notes and the exercise price of the
warrants, as well as the number of shares issuable upon conversion of the 2019 Notes and the exercise of the warrants, are subject to certain anti-dilution and
other adjustments, including stock splits, and in the event of certain fundamental transactions such as mergers and other business combinations. The warrants
may be exercised until January 31, 2022 and may be exercised on a cashless basis for a lesser number of shares depending upon prevailing market prices at
the time of exercise.

 
As compensation for its services as placement agent for the private placement in March 2017 of the 2019 Notes, we issued to Taglich Brothers, in

lieu of cash payment of sales commissions, 2019 Notes in the principal amount of $96,000 (of which a 2019 Note in the principal amount of $44,000 has a
conversion price of $3.30 per share, a 2019 Note in the principal amount of $43,600 has a conversion price of $3.78 per share and a 2019 Note in the principal
amount of $8,000 has a conversion price of $3.25 per share) and five-year warrants to purchase a total of 7,385 shares of Common Stock (of which warrants
to purchase 3,416 shares have an exercise price of $3.30 per share, warrants to purchase 2,354 shares have an exercise price of $3.78 and warrants to purchase
615 shares have an exercise price of $4.00). We also issued to Taglich Brothers placement agent warrants to purchase a total of 36,877 shares of Common
Stock, of which warrants to purchase 17,030 shares have an exercise price of $3.30 per share, warrants to purchase 16,770 shares have an exercise price of
$3.78 and warrants to purchase 3,077 shares have an exercise price of $4.00, and having the same terms as the warrants issued to purchasers of the 2019
Notes in the March 2019 private placement.
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Taglich Brothers or its affiliates may in the future provide investment banking, commercial banking and/or other services to us from time to time, for
which they may in the future receive customary fees and expenses.

 
On March 17, 2017, we borrowed $200,000 and $300,000 from each of Michael N. Taglich and Robert F. Taglich, respectively, and issued our

promissory notes in the principal amounts of $200,000 and $300,000 to Michael N. Taglich and Robert F. Taglich, respectively, to evidence our obligation to
repay that indebtedness. The notes bear interest at the rate of 7% per annum and are payable on September 17, 2017. Michael and Robert Taglich have the
option to convert the unpaid principal amount and accrued interest on the promissory notes into shares of common stock or other securities of our company
which we may offer and sell in a public or private financing (each a “Financing”), on the same terms and conditions as are offered to purchasers in such
Financing, or, if more favorable to us, on such other terms as may be required under the rules of the NYSE MKT, which option they must exercise by notice
to us within three business days following the completion of such Financing. Upon completion of a Financing, upon notice to Michael and Robert Taglich, we
have the right to convert the unpaid principal amount of those promissory notes and accrued interest thereon into shares of common stock or other of our
securities sold in the Financing on the same terms and conditions as are offered to purchasers in the Financing, or if more favorable to us, on such other terms
as may be required under the rules of the NYSE MKT, which right we must exercise within three business days following the completion of such Financing.

 
The foregoing transactions were reviewed and approved by the Audit Committee or our Board of Directors. We believe that the terms of each

transaction were not less favorable to us than those terms that could be obtained from an unaffiliated third party.
 

Item 14.  Principal Accountant Fees and Services
 

As required by our Audit Committee charter, our Audit Committee pre-approved the engagement of Rotenberg Meril Solomon Bertiger & Guttilla,
P.C. for all audit and permissible non-audit services. The Audit Committee annually reviews the audit and permissible non-audit services performed by our
principal accounting firm and reviews and approves the fees charged by our principal accounting firm. The Audit Committee has considered the role of
Rotenberg Meril Solomon Bertiger & Guttilla, P.C. in providing tax and audit services and other permissible non-audit services to us and has concluded that
the provision of such services, if any, was compatible with the maintenance of such firm's independence in the conduct of its auditing functions.

 
During fiscal year 2016 and fiscal year 2015, the aggregate fees which we paid to or were billed by Rotenberg Meril Solomon Bertiger & Guttilla,

P.C. for professional services were as follows:
 

  Year Ended December 31,
  2016  2015
     
Audit Fees (1)  $ 550,000  $ 405,000 
Audit Related Fees (2)   208,000   33,370 
Tax Fees (3)   92,000   97,670 
        
  $ 850,000  $ 536,040 

 
(1) Fees for services to perform an audit or review in accordance with generally accepted auditing standards and services that generally only our independent
registered public accounting firm can reasonably provide, such as the audit of our consolidated financial statements, the review of the financial statements
included in our quarterly reports  and for services that are normally provided by independent registered public accounting firms in connection with statutory
and regulatory engagements.
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(2) Fees for assurance and related services that are traditionally performed by our independent registered public accounting firm, such as audit attest services
not required by statute or regulation, and consultation concerning financial accounting and reporting standards.
 
(3) Fees for tax compliance. Tax compliance generally involves preparation of original and amended tax returns, claims for refunds and tax payment planning
services.
 

PART IV
 

ITEM 15.  EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
 

The following exhibits are included as part of this report. References to “the Company” in this Exhibit List mean Air Industries Group, a Nevada
corporation.

 
Exhibit No.  Description
   
3.3  Certificate of Amendment filed November 30, 2016 increasing number of authorized shares of preferred stock and Series A Preferred

Stock.
   
10.73  Promissory note dated March 17, 2017 in the principal amount of $200,000 payable to Michael Taglich.
   
10.74  Promissory note dated March 17, 2017 in the principal amount of $300,000 payable to Robert Taglich
   
31.1  Certification of principal executive officer pursuant to Rule 13a-14 or Rule 15d-14 of Securities Exchange Act of 1934.
   
31.2  Certification of principal financial officer pursuant to Rule 13a-14 or Rule 15d-14 of the Exchange Act of 1934.
   
32.1  Certification of principal executive officer pursuant to Section 906 of Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350).
   
32.2  Certification of principal financial officer pursuant to Section 906 of Sarbanes-Oxley Act of 2002 (18 U.S.C. Section 1350).
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SIGNATURES
 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this amendment to this report to be
signed on its behalf by the undersigned, thereunto duly authorized.
 
Dated: May 1, 2017
 
 AIR INDUSTRIES GROUP  
    
 By: /s/  Michael E. Recca  
  Michael E. Recca

Chief Financial Officer
(principal financial and accounting officer)
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Certificate of Amendment
(PURSUANT TO NRS 78.385 AND 78.390)

 

 

 
USE BLACK INK ONLY - DO NOT HIGHLIGHT ABOVE SPACE IS FOR OFFICE USE ONLY
 

Certificate of Amendment to Articles of Incorporation
For Nevada Profit Corporations

(Pursuant to NRS 78.385 and 78.390 - After Issuance of Stock) 
 
1. Name of corporation: 
AIR INDUSTRIES GROUP
 
 
2. The articles have been amended as follows: (provide article numbers, if available)
Article 3 is amended to read as follows:
"3. Authorized Stock.
 

The Corporation shall be authorized to issue 28,000,000 shares of capital stock, of which 25,000,000 shares shall be shares of Common Stock,
$0.001 par value (“Common Stock”), and 3,000,000 shares shall be shares of Preferred Stock, $0.001 par value (“Preferred Stock”). See Attachment 1.
 
 
 
 
 
3. The vote by which the stockholders holding shares in the corporation entitling them to exercise at least a majority of the voting power, or such greater
proportion of the voting power as may be required in the case of a vote by classes or series, or as may be required by the provisions of the articles of
incorporation* have voted in favor of the amendment is: See Attachment 2
 
4. Effective date and time of filings: (optional) Date: _____________    Time: _____________
 (must not be later than 90 days after the certificate is filed)
 
5. Signature: (required)
 
x /s/ Daniel R. Godin  

Signature of Officer      Daniel R. Godin, President and CEO
 
*if any proposed amendment would alter or change any preference or any relative or other right given to any class or series of outstanding shares, then the
amendment must be approved by the vote, in addition to the affirmative vote otherwise required, of the holders of shares representing a majority of the voting
power of each class or series affected by the amendment regardless to limitations or restrictions on the voting power thereof.
 
IMPORTANT: Failure to include any of the above information and submit with the proper fees may cause this filing to be
rejected.
 
This form must be accompanied by appropriate fees. Nevada Secretary of State Amend Profit-After

Revised 1-5-15
 



 
ATTACHMENT 1 TO

CERTIFICATE OF AMENDMENT
TO

ARTICLES OF INCORPORATION
OF

AIR INDUSTRIES GROUP
 

The Preferred Stock shall consist of 2,000,000 shares of Series A Convertible Preferred Stock, having the powers, preferences, limitations,
restrictions and rights set forth in that certain certificate of designation filed with the Office of the Secretary of State of Nevada on June 1, 2016, and such
remaining number of shares of each series or class which hereinafter may be authorized by the Board of Board of Directors of the Corporation (the “Board of
Directors”) by resolution or resolutions as provided in Nevada Revised Statutes (“NRS”) 78.195, 78.1955, and 78.196.
 

Shares of Preferred Stock may be issued from time to time in one or more classes or series. The Board of Directors of the Corporation (the “Board of
Directors”) is hereby authorized to fix by resolution or resolutions the classes, series, and number of each class or series of stock as provided in Nevada
Revised Statutes (“NRS”) 78.195, 78.1955, and 78.196, as well as prescribe the voting powers, if any, designations, powers, preferences, and the relative,
participating, optional, or other rights, if any, and the qualifications, limitations, or restrictions thereof, of any unissued class or series of Preferred Stock; to
fix the number of shares constituting such class or series; and to increase or decrease the number of shares of any such class or series, but not below the
number of shares thereof then outstanding.
 

Except as otherwise provided by law or by the resolution or resolutions adopted by the Board of Directors designating the powers, designations,
preferences, limitations, restrictions, and relative rights of any Preferred Stock, the Common Stock shall have the exclusive right to vote for the election of
directors and for all other purposes. Each share of Common Stock shall entitle the holder thereof to one vote on all matters on which stockholders are entitled
generally to vote, and the holders of Common Stock shall vote together as a single class.
 



 
ATTACHMENT 2 TO

CERTIFICATE OF AMENDMENT
TO

ARTICLES OF INCORPORATION
OF

AIR INDUSTRIES GROUP
 
a majority of the outstanding shares of Series A Convertible Preferred Stock voting as a separate class and the holders of a majority of the outstanding shares
of Series A Convertible Preferred Stock (voting on an as converted basis) and Common Stock voting together as a single class.
 
 
 
 



  
THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED. THIS NOTE MAY NOT BE SOLD,
OFFERED FOR SALE, PLEDGED, HYPOTHECATED OR OTHERWISE BE DISPOSED OF IN THE ABSENCE OF AN EFFECTIVE REGISTRATION
STATEMENT UNDER SAID ACT OR AN OPINION OF COUNSEL REASONABLY SATISFACTORY TO AIR INDUSTRIES GROUP, INC. THAT
SUCH REGISTRATION IS NOT REQUIRED.
 
Principal Amount: $200,000 Issue Date: March 17, 2017

 
7% Subordinated Promissory Note due September 17, 2017

 
FOR VALUE RECEIVED, AIR INDUSTRIES GROUP, a Nevada corporation (the “Company”) hereby promises to pay to the order of MICHAEL N.

TAGLICH or his assigns (the "Holder"), without demand, the sum of Two Hundred Thousand Dollars ($200,000), together with accrued interest thereon from
the date hereof at the rate of seven percent (7%) per annum, on September 17, 2017 (the “Maturity Date”), or such earlier date as the same may become due
as provided in Section 3 hereof.

 
This Note may be prepaid in whole or in part at any time. All payments made pursuant to this Note shall be applied first to reimbursable expenses,

interest accrued, if any, and then principal.
 
The following is a statement of rights of the Holder and the conditions to which this Note is subject, and to which the Holder, by acceptance of this

Note, agrees:
 
1.     Subordination. (a)    This Note will be subordinate and inferior to the Company’s Senior Indebtedness (as hereinafter defined). The Company

for itself, its successors and assigns, covenants and agrees and the Holder of this Note, for himself, his successors and assigns, by his acceptance of this Note
likewise covenants and agrees that, to the extent provided below, the payment of all amounts due pursuant to this Note is hereby expressly subordinated and
junior in right of payment to the extent and in the manner hereinafter set forth, to the Company’s Senior Indebtedness. As used herein, the term “Senior
Indebtedness” shall mean the principal of, and interest and premium, if any, on any and all, (i) indebtedness of the Company for borrowed money or
obligations with respect to which the Company is a guarantor, to banks, insurance companies, or other financial institutions or entities regularly engaged in
the business of lending money, in each case as in effect as of the date hereof, or as may be borrowed hereafter, including without limitation, indebtedness
incurred by one or more of the Company’s subsidiaries under the Amended and Restated Revolving Credit, Term Loan, Equipment Line and Security
Agreement, dated as of June 27, 2013 among Air Industries Machining, Corp., Welding Metallurgy, Inc., Nassau Tool Works, Inc., Woodbine Products Inc.,
Eur-Pac Corporation, Electronic Connection Corporation, The Sterling Engineering Corporation, and PNC Bank, National Association, as agent for the
various lenders named therein, as amended as of the date hereof, the payment of which has been guaranteed by the Company and Air Realty Group, LLC (the
“Guarantors”), (ii) any such indebtedness or any debentures, notes or other evidence of indebtedness issued in exchange for or to refinance such Senior
Indebtedness, or any indebtedness arising from the satisfaction of such Senior Indebtedness by a Guarantor, provided that such indebtedness issued in
exchange for or to refinance Senior Indebtedness or arising from the satisfaction of Senior Indebtedness by a Guarantor is on commercially reasonable terms
as of the date of incurrence not to exceed the principal amount under such Senior Indebtedness and provided further that the Company provides the Holder
with prior written notice of such action.

 
(b)    Upon the acceleration of any Senior Indebtedness or upon the maturity of all or any portion of the principal amount of any Senior Indebtedness

by lapse of time, acceleration or otherwise, all such Senior Indebtedness which has been so accelerated or matured shall first indefeasibly be paid in full
before any payment is made by the Company or any person acting on behalf of the Company on account of any obligations evidenced by this Note.

 
(c)    The Company shall not pay any principal portion of this Note, or interest accrued hereon, if at such time there exists a Blockage Event (as

hereafter defined) and written notice thereof has been given to the Company and the Holder by the holders of the Senior Indebtedness.
 

(d)    A “Blockage Event” is deemed to exist for the period of time commencing on the date of receipt by the Holder of written notice of the
occurrence of a Default or an Event of Default (as defined in the instruments evidencing the Senior Indebtedness), provided that the failure to pay accrued
interest on this Note when due shall not give rise to a Blockage Event in the absence of another Default or Event of Default, which notice shall specify such
Default or Event of Default, and ending on:

 

 



 
 

(i)    the date such Default or Event of Default under the Senior Indebtedness, as applicable, is cured or waived, provided that such Default or
Event of Default is in the payment of any amount due thereunder; or

 
(ii)   in the case of any other Default or Event of Default under the Senior Indebtedness, the earlier of (A) the date on which Holder has

received written notice of such Default or Event of Default shall have been cured or waived and (B) the date that is 365 days after the occurrence of such
Default or Event of Default, provided that a Blockage Event with respect to a single specified Default or Event of Default may be deemed to occur only once
for each twelve-month period, provided, further, that no Default or Event of Default that existed at the commencement of, or during the pendency of, a
Blockage Event shall serve as the basis for the institution of any subsequent Blockage Event.

 
A Blockage Event shall not be deemed to have existed during the period of time commencing on the date upon which the holder of this Note

accelerates payment of the principal amount of this Note or such other Notes as a result of any Event of Default hereunder and ending on the 365th day after
written notice of such acceleration given by the holder or such other holders to the Company and the holders of the instruments evidencing the Senior
Indebtedness; provided that in no event shall the Company pay the holder of this Note or the holders of any other Notes the principal amount so accelerated if
a Blockage Event then exists until the Senior Indebtedness has been paid in full.

 
(e)    At any time there exists a Blockage Event, (i) the Company shall not, directly or indirectly, make any payment of any part of this Note,

(ii) the Holder shall not demand or accept from the Company or any other person any such payment or cancel, set-off or otherwise discharge any part of the
indebtedness represented by this Note, and (iii) neither the Company nor the Holder shall otherwise take or permit any action prejudicial to or inconsistent
with the priority position of any holder of Senior Indebtedness over the Holder of this Note.

 
(f)    No right of any holder of Senior Indebtedness to enforce the subordination provisions of this obligation shall be impaired by any act or

failure to act by the Company or the Holder or by their failure to comply with this Note or any other agreement or document evidencing, related to or securing
the obligations hereunder. Without in any way limiting the generality of the preceding sentence, the holders of Senior Indebtedness may, at any time and from
time to time, without the consent of or notice to the Holder, without incurring responsibility to the Holder and without impairing or releasing the
subordination provided in this Note or the obligations of the Holder to the holders of Senior Indebtedness, do any one or more of the following: (i) change the
manner, place or terms of payment of any Senior Indebtedness provided that such change does not materially impact Holder in an adverse manner; (ii) sell,
exchange, release or otherwise deal with any property pledged, mortgaged or otherwise securing any Senior Indebtedness; (iii) release any person or entity
liable in any manner for the collection of any Senior Indebtedness; and (iv) exercise or refrain from exercising any rights against the Company or any other
person or entity.

 
(g)   In the event that the Company shall make any payment or prepayment to the Holder on account of the obligations under this Note

which is prohibited by this Section, such payment shall be held by the Holder, in trust for the benefit of, and shall be paid forthwith over and delivered to, the
holders of Senior Indebtedness (pro rata as to each of such holders on the basis of the respective amounts and priorities of Senior Indebtedness held by them)
to the extent necessary to pay all Senior Indebtedness due to such holders of Senior Indebtedness in full in accordance with its terms (whether or not such
Senior Indebtedness is due and owing), after giving effect to any concurrent payment or distribution to or for the holders of such Senior Indebtedness.

 
(h)   After all Senior Indebtedness indefeasibly is paid in full and until the obligations under the Note are paid in full, the Holder shall be

subrogated to the rights of holders of Senior Indebtedness to the extent that distributions otherwise payable to the Holder have been applied to the payment of
Senior Indebtedness. For purposes of such subrogation, no payments or distributions to holders of such Senior Indebtedness of any cash, property or securities
to which the Holder would be entitled except for the provisions of this Section and no payment over pursuant to the provisions of this Section to holders of
such Senior Indebtedness by the Holder, shall, as between the Company, its creditors other than holders of such Senior Indebtedness, and the Holder, be
deemed to be a payment by the Company to or on account of such Senior Indebtedness, it being understood that the provisions of this Section are solely for
the purpose of defining the relative rights of the holders of such Senior Indebtedness, on the one hand and the Holder, on the other hand.
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(i)    In any insolvency, receivership, bankruptcy, dissolution, liquidation or reorganization proceeding, or in any other proceeding, whether

voluntary or involuntary, by or against the Company under any bankruptcy or insolvency law or laws relating to relief of debtors, to compositions, extensions
or readjustments of indebtedness:

 
(i)   the claims of any holders of Senior Indebtedness against the Company shall be paid indefeasibly in full in cash or such

payment shall have been provided for in a manner acceptable to the holders of at least a majority of the then outstanding principal amount of the Senior
Indebtedness before any payment is made to the Holder;

 
(ii)  until all Senior Indebtedness is indefeasibly paid in full in cash or such payment shall have been provided for in a manner

acceptable to the holders of at least a majority of the then outstanding principal amount of the Senior Indebtedness before any payment is made to the Holder,
any distribution to which the Holder would be entitled but for this Section shall be made to holders of Senior Indebtedness, except for distribution of
securities issued by the Company which are subordinate and junior in right of payment to the Senior Indebtedness; and

 
(iii)  the holders of Senior Indebtedness shall have the right to enforce, collect and receive every such payment or distribution and

give acquittance therefor. If, in or as a result of any action case or proceeding under Title 11 of the United States Code, as amended from time to time, or any
comparable statute, relating to the Company, the holders of the Senior Indebtedness return, refund or repay to the Company, or any trustee or committee
appointed in such case or proceeding receive any payment or proceeds of any collateral in connection with such action, case or proceeding alleging that the
receipt of such payments or proceeds by the holders of the Senior Indebtedness was a transfer voidable under state or federal law, then the holders of the
Senior Indebtedness shall not be deemed ever to have received such payments or proceeds for purposes of this Note in determining whether and when all
Senior Indebtedness has been paid in full and the Company shall pay or cause to be paid, and the Holder shall be entitled to receive any such funds, proceeds
or collateral to satisfy all amounts due hereunder. In the event the holders of Senior Indebtedness receive amounts in excess of payment in full (cash) of
amounts outstanding in respect of Senior Indebtedness (without giving effect to whether claims in respect of the Senior Indebtedness are allowed in any
insolvency proceeding), the holders of Senior Indebtedness shall pay such excess amounts to the Holder.

 
(k)    By its acceptance of this Note, the Holder agrees to execute and deliver such documents as may be reasonably requested from time to

time by the Company or the holder of any Senior Indebtedness in order to implement the foregoing provisions of this Section.
 

2. Conversion At the Option of the Holder or Lender. (a) The Holder shall have the option at any time while this Note remains outstanding to convert
the unpaid principal amount and accrued interest thereon into shares of common stock or other securities of the Company which the Company may offer and
sell in a public or private financing on the same terms and conditions as are offered to purchasers in such offering (a “Financing”), or, if more favorable to the
Company, on such other terms as may be required under the rules of the NYSE MKT. The Holder shall notify the Company of its election to convert in
accordance with the provisions of Section 4(b).

 
(b) Should the Company complete a Financing prior to satisfaction of this Note, for a period of three business days commencing the business day

immediately after completion of such Financing, the Company shall have the right to convert the unpaid principal amount of this Note and accrued interest
thereon into the shares of common stock or other securities of the Company sold in the Financing on the same terms and conditions as are offered to
purchasers in the Financing, or, if more favorable to the Company, such other terms as may be required under the rules of the NYSE MKT. The Company
promptly shall notify the Holder of its election to convert this Note in accordance with the provisions of Section 4(b).
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3.    Events of Default. The occurrence of any of the following events of default ("Event of Default") shall, at the option of the Holder hereof and

subject to the provisions of section 1 (a) hereof, make all sums of principal and interest then remaining unpaid hereon and all other amounts payable
hereunder immediately due and payable, upon demand, without presentment, or grace period, all of which hereby are expressly waived, except as set forth
below:

 
(a)    Failure to Pay Principal or Interest. The Company fails to pay any installment of principal, interest or other sum due under this Note when due.
 
(b)    Receiver or Trustee. The Company shall make an assignment for the benefit of creditors, or apply for or consent to the appointment of a

receiver or trustee for it or for a substantial part of its property or business; or such a receiver or trustee shall otherwise be appointed without the consent of
the Company is not dismissed within sixty (60) days of appointment.

 
(c)    Bankruptcy. Bankruptcy, insolvency, reorganization or liquidation proceedings or other proceedings or relief under any bankruptcy law or any

law, or the issuance of any notice in relation to such event, for the relief of debtors shall be instituted by or against the Company and if instituted against
Company are not dismissed within sixty (60) days of initiation.

 
The holder of this Note shall give the Company and the holders of the Senior Indebtedness written notice of any Event of Default hereunder.
 

4.    Miscellaneous.
 
(a)    Waiver. No failure or delay on the part of Holder hereof in the exercise of any power, right or privilege hereunder shall operate as a waiver

thereof, nor shall any single or partial exercise of any such power, right or privilege preclude other or further exercise thereof or of any other right, power or
privilege. All rights and remedies existing hereunder are cumulative to, and not exclusive of, any rights or remedies otherwise available.

 
(b)   Notices. All notices, demands, requests, consents, approvals, and other communications required or permitted hereunder shall be in writing and,

unless otherwise specified herein, shall be (i) personally served or (ii) delivered by reputable air courier service with charges prepaid, addressed as set forth
below or to such other address as such party shall have specified most recently by written notice. Any notice or other communication required or permitted to
be given hereunder shall be deemed effective (a) upon receipt if personally served or (b) on the second business day following the date of deposit with a
reputable air courier service, fully prepaid, addressed to such address, or upon actual receipt of such mailing, whichever shall first occur. The addresses for
such communications shall be: (i) if to the Company to: Air Industries Group, 360 Motor Parkway, Suite 100, Hauppauge, New York 11788, Attn: Michael E.
Recca, Chief Financial Officer, e-mail: mrecca@airindustriesgroup.com, with, in the case of notices to the Company, a copy by e-mail only to: Eaton & Van
Winkle LLP, Three Park Avenue, 16th floor, New York, NY 10016, Attn: Vincent J. McGill, Esq., e-mail: vmcgill@evw.com, and (ii) if to the Holder, to c/o
Taglich Brothers, Inc., 790 New York Avenue, Huntington, NY 11743, with a copy to c/o Taglich Brothers, Inc., 790 New York Avenue, Huntington, NY
11743, Attn: Mr. Richard Oh, e-mail: roh@taglichbrothers.com.

 
(c)    Terms. The term "Note" and all reference thereto, as used throughout this instrument, shall mean this instrument as originally executed, or if

later amended or supplemented, then as so amended or supplemented.
 
(d)    Successors and Assigns. This Note shall be binding upon the Company and its successors and assigns, and shall inure to the benefit of the

Holder and its successors and assigns.
 
(e)    Expenses. The Company shall reimburse Holder for all reasonable costs and expenses, including without limitation, reasonable attorneys’ fees

and expenses, incurred in connection with (i) drafting, negotiating, executing and delivering any amendment, modification or waiver of, or consent with
respect to, any matter relating to the rights of Holder hereunder and (ii) enforcing any provisions of this Note and/or collecting any amounts due under this
Note.

 
(f)   Governing Law. This Note shall be governed by and construed in accordance with the laws of the State of New York. Any action brought by

either party against the other concerning the transactions contemplated by this Agreement shall be brought only in the civil or state courts of New York or in
the federal courts located in the State and county of New York. Both parties and the individual signing this Agreement on behalf of the Company agree to
submit to the jurisdiction of such courts. The prevailing party shall be entitled to recover from the other party its reasonable attorney's fees and costs.
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(g)   Savings Clause. Nothing contained herein shall be deemed to establish or require the payment of a rate of interest or other charges in excess of

the maximum permitted by applicable law. In the event that the rate of interest required to be paid or other charges hereunder exceed the maximum permitted
by such law, any payments in excess of such maximum shall be credited against amounts owed by the Company to the Holder and thus refunded to the
Company.

 
IN WITNESS WHEREOF, Company has caused this Note to be signed in its name by an authorized officer as of the date set forth above.
 

 AIR INDUSTRIES GROUP
  
 By: /s/ Michael Recca
           Michael Recca
   Chief Financial Officer
 
Accepted as of the date set forth above
 
/s/ Michael N. Taglich
      Michael N. Taglich 
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THIS NOTE HAS NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED. THIS NOTE MAY NOT BE SOLD,
OFFERED FOR SALE, PLEDGED, HYPOTHECATED OR OTHERWISE BE DISPOSED OF IN THE ABSENCE OF AN EFFECTIVE REGISTRATION
STATEMENT UNDER SAID ACT OR AN OPINION OF COUNSEL REASONABLY SATISFACTORY TO AIR INDUSTRIES GROUP, INC. THAT
SUCH REGISTRATION IS NOT REQUIRED.
 
Principal Amount: $300,000 Issue Date: March 17, 2017

 
7% Subordinated Promissory Note due September 17, 2017

 
FOR VALUE RECEIVED, AIR INDUSTRIES GROUP, a Nevada corporation (the “Company”) hereby promises to pay to the order of ROBERT

TAGLICH or his assigns (the "Holder"), without demand, the sum of Three Hundred Thousand Dollars ($300,000), together with accrued interest thereon
from the date hereof at the rate of seven percent (7%) per annum, on September 17, 2017 (the “Maturity Date”), or such earlier date as the same may become
due as provided in Section 3 hereof.

 
This Note may be prepaid in whole or in part at any time. All payments made pursuant to this Note shall be applied first to reimbursable expenses,

interest accrued, if any, and then principal.
 
The following is a statement of rights of the Holder and the conditions to which this Note is subject, and to which the Holder, by acceptance of this

Note, agrees:
 
1.     Subordination. (a)    This Note will be subordinate and inferior to the Company’s Senior Indebtedness (as hereinafter defined). The Company

for itself, its successors and assigns, covenants and agrees and the Holder of this Note, for himself, his successors and assigns, by his acceptance of this Note
likewise covenants and agrees that, to the extent provided below, the payment of all amounts due pursuant to this Note is hereby expressly subordinated and
junior in right of payment to the extent and in the manner hereinafter set forth, to the Company’s Senior Indebtedness. As used herein, the term “Senior
Indebtedness” shall mean the principal of, and interest and premium, if any, on any and all, (i) indebtedness of the Company for borrowed money or
obligations with respect to which the Company is a guarantor, to banks, insurance companies, or other financial institutions or entities regularly engaged in
the business of lending money, in each case as in effect as of the date hereof, or as may be borrowed hereafter, including without limitation, indebtedness
incurred by one or more of the Company’s subsidiaries under the Amended and Restated Revolving Credit, Term Loan, Equipment Line and Security
Agreement, dated as of June 27, 2013 among Air Industries Machining, Corp., Welding Metallurgy, Inc., Nassau Tool Works, Inc., Woodbine Products Inc.,
Eur-Pac Corporation, Electronic Connection Corporation, The Sterling Engineering Corporation, and PNC Bank, National Association, as agent for the
various lenders named therein, as amended as of the date hereof, the payment of which has been guaranteed by the Company and Air Realty Group, LLC (the
“Guarantors”), (ii) any such indebtedness or any debentures, notes or other evidence of indebtedness issued in exchange for or to refinance such Senior
Indebtedness, or any indebtedness arising from the satisfaction of such Senior Indebtedness by a Guarantor, provided that such indebtedness issued in
exchange for or to refinance Senior Indebtedness or arising from the satisfaction of Senior Indebtedness by a Guarantor is on commercially reasonable terms
as of the date of incurrence not to exceed the principal amount under such Senior Indebtedness and provided further that the Company provides the Holder
with prior written notice of such action.

 
(b)    Upon the acceleration of any Senior Indebtedness or upon the maturity of all or any portion of the principal amount of any Senior Indebtedness

by lapse of time, acceleration or otherwise, all such Senior Indebtedness which has been so accelerated or matured shall first indefeasibly be paid in full
before any payment is made by the Company or any person acting on behalf of the Company on account of any obligations evidenced by this Note.

 
(c)    The Company shall not pay any principal portion of this Note, or interest accrued hereon, if at such time there exists a Blockage Event (as

hereafter defined) and written notice thereof has been given to the Company and the Holder by the holders of the Senior Indebtedness.
 

(d)    A “Blockage Event” is deemed to exist for the period of time commencing on the date of receipt by the Holder of written notice of the
occurrence of a Default or an Event of Default (as defined in the instruments evidencing the Senior Indebtedness), provided that the failure to pay accrued
interest on this Note when due shall not give rise to a Blockage Event in the absence of another Default or Event of Default, which notice shall specify such
Default or Event of Default, and ending on:

 

 



 
 

(i)    the date such Default or Event of Default under the Senior Indebtedness, as applicable, is cured or waived, provided that such Default or
Event of Default is in the payment of any amount due thereunder; or

 
(ii)   in the case of any other Default or Event of Default under the Senior Indebtedness, the earlier of (A) the date on which Holder has

received written notice of such Default or Event of Default shall have been cured or waived and (B) the date that is 365 days after the occurrence of such
Default or Event of Default, provided that a Blockage Event with respect to a single specified Default or Event of Default may be deemed to occur only once
for each twelve-month period, provided, further, that no Default or Event of Default that existed at the commencement of, or during the pendency of, a
Blockage Event shall serve as the basis for the institution of any subsequent Blockage Event.

 
A Blockage Event shall not be deemed to have existed during the period of time commencing on the date upon which the holder of this Note

accelerates payment of the principal amount of this Note or such other Notes as a result of any Event of Default hereunder and ending on the 365th day after
written notice of such acceleration given by the holder or such other holders to the Company and the holders of the instruments evidencing the Senior
Indebtedness; provided that in no event shall the Company pay the holder of this Note or the holders of any other Notes the principal amount so accelerated if
a Blockage Event then exists until the Senior Indebtedness has been paid in full.

 
(e)    At any time there exists a Blockage Event, (i) the Company shall not, directly or indirectly, make any payment of any part of this Note,

(ii) the Holder shall not demand or accept from the Company or any other person any such payment or cancel, set-off or otherwise discharge any part of the
indebtedness represented by this Note, and (iii) neither the Company nor the Holder shall otherwise take or permit any action prejudicial to or inconsistent
with the priority position of any holder of Senior Indebtedness over the Holder of this Note.

 
(f)    No right of any holder of Senior Indebtedness to enforce the subordination provisions of this obligation shall be impaired by any act or

failure to act by the Company or the Holder or by their failure to comply with this Note or any other agreement or document evidencing, related to or securing
the obligations hereunder. Without in any way limiting the generality of the preceding sentence, the holders of Senior Indebtedness may, at any time and from
time to time, without the consent of or notice to the Holder, without incurring responsibility to the Holder and without impairing or releasing the
subordination provided in this Note or the obligations of the Holder to the holders of Senior Indebtedness, do any one or more of the following: (i) change the
manner, place or terms of payment of any Senior Indebtedness provided that such change does not materially impact Holder in an adverse manner; (ii) sell,
exchange, release or otherwise deal with any property pledged, mortgaged or otherwise securing any Senior Indebtedness; (iii) release any person or entity
liable in any manner for the collection of any Senior Indebtedness; and (iv) exercise or refrain from exercising any rights against the Company or any other
person or entity.

 
(g)   In the event that the Company shall make any payment or prepayment to the Holder on account of the obligations under this Note

which is prohibited by this Section, such payment shall be held by the Holder, in trust for the benefit of, and shall be paid forthwith over and delivered to, the
holders of Senior Indebtedness (pro rata as to each of such holders on the basis of the respective amounts and priorities of Senior Indebtedness held by them)
to the extent necessary to pay all Senior Indebtedness due to such holders of Senior Indebtedness in full in accordance with its terms (whether or not such
Senior Indebtedness is due and owing), after giving effect to any concurrent payment or distribution to or for the holders of such Senior Indebtedness.

 
(h)   After all Senior Indebtedness indefeasibly is paid in full and until the obligations under the Note are paid in full, the Holder shall be

subrogated to the rights of holders of Senior Indebtedness to the extent that distributions otherwise payable to the Holder have been applied to the payment of
Senior Indebtedness. For purposes of such subrogation, no payments or distributions to holders of such Senior Indebtedness of any cash, property or securities
to which the Holder would be entitled except for the provisions of this Section and no payment over pursuant to the provisions of this Section to holders of
such Senior Indebtedness by the Holder, shall, as between the Company, its creditors other than holders of such Senior Indebtedness, and the Holder, be
deemed to be a payment by the Company to or on account of such Senior Indebtedness, it being understood that the provisions of this Section are solely for
the purpose of defining the relative rights of the holders of such Senior Indebtedness, on the one hand and the Holder, on the other hand.
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(i)    In any insolvency, receivership, bankruptcy, dissolution, liquidation or reorganization proceeding, or in any other proceeding, whether

voluntary or involuntary, by or against the Company under any bankruptcy or insolvency law or laws relating to relief of debtors, to compositions, extensions
or readjustments of indebtedness:

 
(i)   the claims of any holders of Senior Indebtedness against the Company shall be paid indefeasibly in full in cash or such

payment shall have been provided for in a manner acceptable to the holders of at least a majority of the then outstanding principal amount of the Senior
Indebtedness before any payment is made to the Holder;

 
(ii)  until all Senior Indebtedness is indefeasibly paid in full in cash or such payment shall have been provided for in a manner

acceptable to the holders of at least a majority of the then outstanding principal amount of the Senior Indebtedness before any payment is made to the Holder,
any distribution to which the Holder would be entitled but for this Section shall be made to holders of Senior Indebtedness, except for distribution of
securities issued by the Company which are subordinate and junior in right of payment to the Senior Indebtedness; and

 
(iii)  the holders of Senior Indebtedness shall have the right to enforce, collect and receive every such payment or distribution and

give acquittance therefor. If, in or as a result of any action case or proceeding under Title 11 of the United States Code, as amended from time to time, or any
comparable statute, relating to the Company, the holders of the Senior Indebtedness return, refund or repay to the Company, or any trustee or committee
appointed in such case or proceeding receive any payment or proceeds of any collateral in connection with such action, case or proceeding alleging that the
receipt of such payments or proceeds by the holders of the Senior Indebtedness was a transfer voidable under state or federal law, then the holders of the
Senior Indebtedness shall not be deemed ever to have received such payments or proceeds for purposes of this Note in determining whether and when all
Senior Indebtedness has been paid in full and the Company shall pay or cause to be paid, and the Holder shall be entitled to receive any such funds, proceeds
or collateral to satisfy all amounts due hereunder. In the event the holders of Senior Indebtedness receive amounts in excess of payment in full (cash) of
amounts outstanding in respect of Senior Indebtedness (without giving effect to whether claims in respect of the Senior Indebtedness are allowed in any
insolvency proceeding), the holders of Senior Indebtedness shall pay such excess amounts to the Holder.

 
(k)    By its acceptance of this Note, the Holder agrees to execute and deliver such documents as may be reasonably requested from time to

time by the Company or the holder of any Senior Indebtedness in order to implement the foregoing provisions of this Section.
 

2. Conversion At the Option of the Holder or Lender. (a) The Holder shall have the option at any time while this Note remains outstanding to convert
the unpaid principal amount and accrued interest thereon into shares of common stock or other securities of the Company which the Company may offer and
sell in a public or private financing on the same terms and conditions as are offered to purchasers in such offering (a “Financing”), or, if more favorable to the
Company, on such other terms as may be required under the rules of the NYSE MKT. The Holder shall notify the Company of its election to convert in
accordance with the provisions of Section 4(b).

 
(b) Should the Company complete a Financing prior to satisfaction of this Note, for a period of three business days commencing the business day

immediately after completion of such Financing, the Company shall have the right to convert the unpaid principal amount of this Note and accrued interest
thereon into the shares of common stock or other securities of the Company sold in the Financing on the same terms and conditions as are offered to
purchasers in the Financing, or, if more favorable to the Company, such other terms as may be required under the rules of the NYSE MKT. The Company
promptly shall notify the Holder of its election to convert this Note in accordance with the provisions of Section 4(b).

 

3 



 
 
3.    Events of Default. The occurrence of any of the following events of default ("Event of Default") shall, at the option of the Holder hereof and

subject to the provisions of section 1 (a) hereof, make all sums of principal and interest then remaining unpaid hereon and all other amounts payable
hereunder immediately due and payable, upon demand, without presentment, or grace period, all of which hereby are expressly waived, except as set forth
below:

 
(a)    Failure to Pay Principal or Interest. The Company fails to pay any installment of principal, interest or other sum due under this Note when due.
 
(b)    Receiver or Trustee. The Company shall make an assignment for the benefit of creditors, or apply for or consent to the appointment of a

receiver or trustee for it or for a substantial part of its property or business; or such a receiver or trustee shall otherwise be appointed without the consent of
the Company is not dismissed within sixty (60) days of appointment.

 
(c)    Bankruptcy. Bankruptcy, insolvency, reorganization or liquidation proceedings or other proceedings or relief under any bankruptcy law or any

law, or the issuance of any notice in relation to such event, for the relief of debtors shall be instituted by or against the Company and if instituted against
Company are not dismissed within sixty (60) days of initiation.

 
The holder of this Note shall give the Company and the holders of the Senior Indebtedness written notice of any Event of Default hereunder.
 

4.    Miscellaneous.
 
(a)    Waiver. No failure or delay on the part of Holder hereof in the exercise of any power, right or privilege hereunder shall operate as a waiver

thereof, nor shall any single or partial exercise of any such power, right or privilege preclude other or further exercise thereof or of any other right, power or
privilege. All rights and remedies existing hereunder are cumulative to, and not exclusive of, any rights or remedies otherwise available.

 
(b)   Notices. All notices, demands, requests, consents, approvals, and other communications required or permitted hereunder shall be in writing and,

unless otherwise specified herein, shall be (i) personally served or (ii) delivered by reputable air courier service with charges prepaid, addressed as set forth
below or to such other address as such party shall have specified most recently by written notice. Any notice or other communication required or permitted to
be given hereunder shall be deemed effective (a) upon receipt if personally served or (b) on the second business day following the date of deposit with a
reputable air courier service, fully prepaid, addressed to such address, or upon actual receipt of such mailing, whichever shall first occur. The addresses for
such communications shall be: (i) if to the Company to: Air Industries Group, 360 Motor Parkway, Suite 100, Hauppauge, New York 11788, Attn: Michael E.
Recca, Chief Financial Officer, e-mail: mrecca@airindustriesgroup.com, with, in the case of notices to the Company, a copy by e-mail only to: Eaton & Van
Winkle LLP, Three Park Avenue, 16th floor, New York, NY 10016, Attn: Vincent J. McGill, Esq., e-mail: vmcgill@evw.com, and (ii) if to the Holder, to c/o
Taglich Brothers, Inc., 790 New York Avenue, Huntington, NY 11743, with a copy to c/o Taglich Brothers, Inc., 790 New York Avenue, Huntington, NY
11743, Attn: Mr. Richard Oh, e-mail: roh@taglichbrothers.com.

 
(c)    Terms. The term "Note" and all reference thereto, as used throughout this instrument, shall mean this instrument as originally executed, or if

later amended or supplemented, then as so amended or supplemented.
 
(d)    Successors and Assigns. This Note shall be binding upon the Company and its successors and assigns, and shall inure to the benefit of the

Holder and its successors and assigns.
 
(e)    Expenses. The Company shall reimburse Holder for all reasonable costs and expenses, including without limitation, reasonable attorneys’ fees

and expenses, incurred in connection with (i) drafting, negotiating, executing and delivering any amendment, modification or waiver of, or consent with
respect to, any matter relating to the rights of Holder hereunder and (ii) enforcing any provisions of this Note and/or collecting any amounts due under this
Note.

 
(f)   Governing Law. This Note shall be governed by and construed in accordance with the laws of the State of New York. Any action brought by

either party against the other concerning the transactions contemplated by this Agreement shall be brought only in the civil or state courts of New York or in
the federal courts located in the State and county of New York. Both parties and the individual signing this Agreement on behalf of the Company agree to
submit to the jurisdiction of such courts. The prevailing party shall be entitled to recover from the other party its reasonable attorney's fees and costs.
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(g)   Savings Clause. Nothing contained herein shall be deemed to establish or require the payment of a rate of interest or other charges in excess of

the maximum permitted by applicable law. In the event that the rate of interest required to be paid or other charges hereunder exceed the maximum permitted
by such law, any payments in excess of such maximum shall be credited against amounts owed by the Company to the Holder and thus refunded to the
Company.

 
IN WITNESS WHEREOF, Company has caused this Note to be signed in its name by an authorized officer as of the date set forth above.
 

 AIR INDUSTRIES GROUP
  
        
 By: /s/ Michael Recca
            Michael Recca
    Chief Financial Officer
 
Accepted as of the date set forth above
 
/s/ Robert Taglich
      Robert Taglich 
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Exhibit 31.1
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO RULE 13a-14(a) UNDER THE EXCHANGE ACT

 
I, Peter D. Rettaliata, certify that:
 

      1. I have reviewed this annual report on Form 10-K/A (Amendment No. 2) of Air Industries Group;
 
      2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
      3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
      4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 
            a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,

to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 
            b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

 
            c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
            d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most

recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting.

 
      5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):
 

            a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

 
            b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal

control over financial reporting.
 

Dated: May 1, 2017
 
/s/ Peter D. Rettaliata
Peter D. Rettaliata
Acting Chief Executive Officer (Principal Executive Officer)
 



 
Exhibit 31.2

 
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER 

PURSUANT TO RULE 13a-14(a) UNDER THE EXCHANGE ACT
 

I, Michael E. Recca, certify that:
 

      1. I have reviewed this annual report on Form 10-K/A (Amendment No. 2) of Air Industries Group;
 
      2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the

statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
 
      3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the

financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
 
      4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

 
            a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,

to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

 
            b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

 
            c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 
            d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most

recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant's internal control over financial reporting.

 
      5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the

registrant's auditors and the audit committee of registrant's board of directors (or persons performing the equivalent functions):
 

            a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

 
            b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal

control over financial reporting.
 

Dated: May 1, 2017
 
/s/ Michael E. Recca
Michael E. Recca
Chief Financial Officer (Principal Financial Officer)
 



 
Exhibit 32.1

 
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER

PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C. SECTION 1350)
 

      In connection with the Annual Report of Air Industries Group, a Nevada corporation (the "Company"), on Form 10-K/A (Amendment No. 2) for the
year ended December 31, 2016, as filed with the Securities and Exchange Commission (the "Report"), Peter D. Rettaliata, Acting Chief Executive Officer of
the Company, does hereby certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. ss. 1350), that:

 
      (1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
      (2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
 

Dated: May 1, 2017
 
/s/ Peter D. Rettaliata
Peter D. Rettaliata
Acting Chief Executive Officer (Principal Executive Officer)
 
[A signed original of this written statement required by Section 906 has been provided to Air Industries Group and will be retained by Air Industries Group
and furnished to the Securities and Exchange Commission or its staff upon request.]
 



 
Exhibit 32.2

 
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

(18 U.S.C. SECTION 1350)
 

      In connection with the Annual Report of Air Industries Group, a Nevada corporation (the "Company"), on Form 10-K/A (Amendment No. 2) for the
year ended December 31, 2016, as filed with the Securities and Exchange Commission (the "Report"), Michael E. Recca, Chief Financial Officer of the
Company, does hereby certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (18 U.S.C. ss. 1350), that:

 
      (1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 
      (2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
 

Dated: May 1, 2017
 
/s/ Michael E. Recca
Michael E. Recca
Chief Financial Officer (Principal Financial Officer)
 
[A signed original of this written statement required by Section 906 has been provided to Air Industries Group and will be retained by Air Industries Group
and furnished to the Securities and Exchange Commission or its staff upon request.]
 


