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Item 8.01 Other Events.

As previously reported, on December 20, 2018, pursuant to a Stock Purchase Agreement dated as of March 21, 2018 (“SPA”), we completed the sale
of all of the outstanding shares of our subsidiary, Welding Metallurgy, Inc., which included our subsidiaries Miller Stuart, Woodbine, Decimal and Compac
Development Corp. (collectively, the “WMI Group”), to CPI Aerostructures, Inc. (“CPI”) for a purchase price of $9,000,000, reduced by an estimated
working capital adjustment as determined by us prior to closing of $1,093,000. The SPA required that we deposit $2,000,000 into escrow as security for any
amounts that might be due as a final working capital adjustment and in respect of our obligation to indemnify CPI against damages arising out of the breach
of our representations and warranties and obligations under the SPA. As of June 30, 2019, we have reserved $1,770,000 against the escrow deposit in respect
of the anticipated working capital adjustment.

On March 19, 2019, in accordance with the procedures set forth in the SPA, we received a notice from CPI claiming that the working capital deficit
used to compute the purchase price was understated. Again, in accordance with the SPA, the issue of the amount of the working capital deficit was submitted
to BDO USA, LLP (“BD0O”), acting as an expert, and it issued a report dated September 3, 2019, where it determined that the amount of the working capital
deficit was approximately $4,145,870.

On September 9, 2019 we received a demand from CPI for payment of such amount. We advised CPI that the determination of BDO is void because,
among other things, we believe BDO exceeded the scope of its authority as set forth in the SPA. On September 27, 2019, CPI filed a notice of motion in the
Supreme Court of the State of New York, County of New York, against us seeking, among other things, an order of specific performance requiring us to
deliver the funds deposited in escrow, together with the balance of the working capital deficit which it claimed, and a judgment against us in the amount of
approximately $4,200,000 of which $2,000,000 would be satisfied by delivery of the funds in escrow. For, among others, the reasons stated above we intend
to contest vigorously any claim CPI may make for payment based on the BDO Report.

The SPA was previously filed as Exhibit 10.1 to the Company’s Current Report on Form 8-K filed with the Securities and Exchange Commission
(“SEC”) on March 23, 2018. The Second Amendment to the Stock Purchase Agreement, dated as of December 20, 2018 (the “Second Amendment”), was
included as Exhibit 10.26 to the Company’s Annual Report on Form 10-K filed with the SEC on April 1, 2019. The description of the SPA contained herein
does not purport to be complete and is qualified in its entirety by reference to the SPA and the Second Amendment.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

Dated: September 30, 2019
AIR INDUSTRIES GROUP

By:  /s/ Michael Recca
Michael Recca




