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PART I: FINANCIAL INFORMATION
 

Item 1. Financial Statements
 

SAFE PRO GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

 
  June 30, 2026   December 31, 2025  
  (Unaudited)     

ASSETS         
CURRENT ASSETS:         

Cash  $ 10,230,514  $ 16,793,088 
Accounts receivable and other receivables, net   1,250,290   100,028 
Inventory   757,452   615,024 
Prepaid expenses and other current assets   140,168   420,306 

         
Total current assets   12,378,424   17,928,446 

         
OTHER ASSETS:         

Property and equipment, net   340,068   283,087 
Right of use assets, net   19,605   59,010 
Intangible assets, net   781,548   834,461 
Security deposits   9,800   9,800 

         
Total other assets   1,151,021   1,186,358 

         
TOTAL ASSETS  $ 13,529,445  $ 19,114,804 
         
LIABILITIES AND STOCKHOLDERS’ EQUITY         
         
CURRENT LIABILITIES:         

Accounts payable  $ 529,964  $ 461,306 
Accrued expenses   229,941   278,119 
Due to related parties   432,532   437,362 
Contract liabilities   203,769   18,897 
Lease liabilities, current portion   16,481   55,160 

         
Total current liabilities   1,412,687   1,250,844 

         
LONG-TERM LIABILITIES         

Note payable   146,000   146,000 
Lease liabilities, net of current portion   -   947 

         
Total long-term liabilities   146,000   146,947 

         
Total liabilities   1,558,687   1,397,791 
         
STOCKHOLDERS’ EQUITY         

Preferred stock: $0.0001 par value, 10,000,000 shares authorized;         
Series A preferred stock; 3,000,000 shares designated, 0 shares issued and outstanding at June 30, 2026



and December 31, 2025, respectively   -   - 
Series B preferred stock; 3,275,000 shares designated, 0 shares issued and outstanding at June 30, 2026
and December 31, 2025, respectively   -   - 
Series C preferred stock; 2,000 shares designated, 0 shares issued and outstanding at June 30, 2026 and
December 31, 2025, respectively   -   - 
Common stock; $0.0001 par value, 200,000,000 shares authorized, 20,999,946 shares issued and 20,362,862
outstanding at June 30, 2026, and 20,899,270 shares issued and 20,736,816 outstanding at December 31,
2025   2,100   2,090 
Treasury Stock; at cost, 637,084 and 162,454 shares of common stock at June 30, 2026 and December 31,
2025, respectively   (3,006,168)   (676,034)
Additional paid-in capital   49,510,703   46,964,487 
Accumulated deficit   (34,535,877)   (28,573,530)

         
Total stockholders’ equity   11,970,758   17,717,013 

         
Total liabilities and stockholders’ equity  $ 13,529,445  $ 19,114,804 

 
See the accompanying notes to the unaudited condensed consolidated financial statements.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

 
  For the Three Months Ended   For the Six Months Ended  
  June 30,   June 30,  
  2026   2025   2026   2025  
             
REVENUES:                 

Product sales  $ 548,929  $ 48,748  $ 1,699,952  $ 189,348 
Services   783,145   44,005   852,251   88,207 

                 
Total Revenues   1,332,074   92,753   2,552,203   277,555 
                 
COST OF REVENUES:                 

Product sales   232,983   19,309   570,065   111,626 
Services   221,503   22,343   251,189   34,598 
Depreciation Expense   24,776   19,544   47,708   38,208 

                 
Total Cost of Revenues   479,262   61,196   868,962   184,432 
                 
GROSS PROFIT   852,812   31,557   1,683,241   93,123 
                 
OPERATING EXPENSES:                 

Salary, wages and payroll taxes   2,222,179   434,470   3,872,842   2,459,013 
Research and development   192,435   17,875   552,832   17,875 
Professional fees   929,083   1,041,362   1,851,340   2,643,510 
Selling, general and administrative expenses   716,516   370,796   1,475,126   726,660 
Depreciation and amortization   64,170   90,400   120,061   175,101 

                 
Total Operating Expenses   4,124,383   1,954,903   7,872,201   6,022,159 
                 
LOSS FROM OPERATIONS   (3,271,571)   (1,923,346)   (6,188,960)   (5,929,036)
                 
OTHER INCOME (EXPENSES):                 

Other income   -   4,276   -   33,890 
Interest income   104,403   7,804   231,303   20,507 
Interest expense   (1,694)   (3,293)   (4,690)   (4,937)

                 
Total Other Income, net   102,709   8,787   226,613   49,460 

                 
NET LOSS  $ (3,168,862)  $ (1,914,559)  $ (5,962,347)  $ (5,879,576)
                 
NET LOSS PER COMMON SHARE:                 

Basic and diluted  $ (0.15)  $ (0.13)  $ (0.29)  $ (0.39)
                 
WEIGHTED AVERAGE COMMON SHARES OUTSTANDING:                 

Basic and diluted   20,516,887   15,210,015   20,575,346   14,981,052 
 

See accompanying notes to the unaudited condensed consolidated financial statements
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SAFE PRO GROUP INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

 
For the Six Months Ended June 30, 2025
 

Additional



  Series A Preferred Stock   Series B Preferred Stock   Series C Preferred Stock   Common Stock   Paid-in   Accumulated   Shareholders’  
  # of Shares   Amount   # of Shares   Amount   # of Shares   Amount   # of Shares   Amount  Capital   Deficit   Equity  
                                  
Balance, December
31, 2024        -  $        -       -  $     -       -  $       -   14,534,685  $ 1,453  $18,123,723  $(14,250,751) $ 3,874,425 
                                             
Stock based
compensation   -   -   -   -   -   -   840,000   84   3,457,680   -   3,457,764 
                                             
Preferred shares and
warrants issued for
cash   -   -   -   -   1,050   -   -   -   1,050,000   -   1,050,000 
                                             
Contributed capital   -   -   -   -   -   -   -   -   64,615   -   64,615 
                                             
Net loss   -   -   -   -   -   -   -   -   -   (5,879,576)  (5,879,576)
                                             
Balance, June 30,
2025   -  $ -   -  $ -   1,050  $ -   15,374,685  $ 1,537  $22,696,018  $(20,130,327) $ 2,567,228 
 
For the Six Months Ended June 30, 2026
 

  Series A Preferred Stock  Series B Preferred Stock  Series C Preferred Stock  Common Stock   
Additional

Paid-in   Treasury   Accumulated   Shareholders’  
  # of Shares   Amount   # of Shares   Amount   # of Shares   Amount   # of Shares   Amount  Capital   Stock   Deficit   Equity  
                                     
Balance,
December 31,
2025       -  $      -       -  $     -       -  $     -   20,736,816  $ 2,090  $46,964,487  $ (676,034) $(28,573,530) $ 17,717,013 
                                                 
Stock based
compensation  -   -   -   -   -   -   165,000   17   2,546,209   -   -   2,546,226 
                                                 
Return of
common
shares   -   -   -   -   -   -   (67,184)  (7)  7   -   -   - 
                                                 
Issuance of
common for
exercise of
options   -   -   -   -   -   -   2,860   -   -   -   -   - 
                                                 
Purchase of
treasury
stock in
connection
with Stock
Repurchase
Program   -   -   -   -   -   -   (474,630)  -   -   (2,315,682)  -   (2,315,682)
                                                 
Excise tax on
stock
repurchases   -   -   -   -   -   -   -   -   -   (14,452)  -   (14,452)
                                                 
Net loss   -   -   -   -   -   -   -   -   -   -   (5,962,347)  (5,962,347)
                                                 
Balance,
June 30,
2026   -  $ -   -  $ -   -  $ -   20,362,862  $ 2,100  $49,510,703  $(3,006,168) $(34,535,877) $ 11,970,758 
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For the Three Months Ended June 30, 2025
 

  Series A Preferred Stock   Series B Preferred Stock   Series C Preferred Stock   Common Stock   
Additional

Paid-in   Accumulated  Shareholders’  
  # of Shares   Amount   # of Shares   Amount   # of Shares   Amount   # of Shares   Amount  Capital   Deficit   Equity  
                                  
Balance, March 31,
2025       -  $     -       -  $     -   -  $      -   15,172,185  $ 1,517  $20,857,611  $(18,215,768) $ 2,643,360 
                                             
Stock based
compensation   -   -   -   -   -   -   202,500   20   788,407   -   788,427 
                                             
Preferred shares and
warrants issued for
cash   -   -   -   -   1,050   -   -   -   1,050,000   -   1,050,000 
                                             
Contributed capital   -   -   -   -   -   -   -   -   -   -   - 
                                             
Net loss   -   -   -   -   -   -   -   -   -   (1,914,559)  (1,914,559)
                                             



Balance, June 30,
2025   -  $ -   -  $ -   1,050  $ -   15,374,685  $ 1,537  $22,696,018  $(20,130,327) $ 2,567,228 
 
For the Three Months Ended June 30, 2026
 

  Series A Preferred Stock  Series B Preferred Stock  Series C Preferred Stock  Common Stock   
Additional

Paid-in   Treasury   Accumulated  Shareholders’ 
  # of Shares   Amount   # of Shares   Amount   # of Shares   Amount   # of Shares   Amount  Capital   Stock   Deficit   Equity  
                                     
Balance,
March 31,
2026        -  $      -        -  $      -        -  $      -   20,586,317  $ 2,089  $48,190,008  $(1,407,113) $(31,367,015) $ 15,417,969 
                                                 
Stock based
compensation  -   -   -   -   -   -   107,500   11   1,320,695   -   -   1,320,706 
                                                 
Issuance of
common for
exercise of
options   -   -   -   -   -   -   2,860   -   -   -   -   - 
                                                 
Purchase of
treasury
stock in
connection
with Stock
Repurchase
Program   -   -   -   -   -   -   (333,815)  -   -   (1,584,603)  -   (1,584,603)
                                                 
Excise tax on
stock
repurchases   -   -   -   -   -   -   -   -   -   (14,452)  -   (14,452)
                                                 
Net loss   -   -   -   -   -   -   -   -   -   -   (3,168,862)  (3,168,862)
                                                 
Balance,
June 30,
2026   -  $ -   -  $ -   -  $ -   20,362,862  $ 2,100  $49,510,703  $(3,006,168) $(34,535,877) $ 11,970,758 
 

See accompanying unaudited notes to the condensed consolidated financial statements.
 
4

 
 

SAFE PRO GROUP INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

 
  For the Six Months Ended  
  June 30,  
  2026   2025  
       
CASH FLOWS FROM OPERATING ACTIVITIES:         

Net loss  $ (5,962,347)  $ (5,879,576)
Adjustments to reconcile net loss to net cash used in operating activities:         

Depreciation and amortization expense   167,768   213,309 
Stock-based compensation and professional fees   2,546,226   3,457,764 
Change in operating assets and liabilities:         

Accounts receivable   (1,150,262)   85,127 
Inventory   (142,428)   35,773 
Prepaid expenses and other assets   280,138   132,269 
Accounts payable   68,658   48,881 
Accrued expenses   (48,178)   71,357 
Contract liabilities   184,872   (38,367)
Lease liability   (221)   (67)
Accrued compensation   -   (111,279)

         
NET CASH USED IN OPERATING ACTIVITIES   (4,055,774)   (1,984,809)
         
CASH FLOWS FROM INVESTING ACTIVITIES:         

Purchases of property and equipment   (108,336)   (21,034)
Investment in internal-use software   (63,500)   (204,843)

         
NET CASH USED IN INVESTING ACTIVITIES   (171,836)   (225,877)
         
CASH FLOWS FROM FINANCING ACTIVITIES:         

Purchases of treasury stock in connection with Repurchase Program   (2,330,134)   - 
Proceeds from sale of Preferred Series C shares and warrants   -   1,050,000 
Proceeds from related party advances   9,560   75,651 
Repayment of due to related party   (14,390)   (80,088)

         
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES   (2,334,964)   1,045,563 
         



NET DECREASE IN CASH   (6,562,574)   (1,165,123)
         
CASH, beginning of period   16,793,088   1,970,719 
         
CASH, end of period  $ 10,230,514  $ 805,596 
         
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION         
Cash paid for:         

Interest  $ 4,272  $ 4,937 
Income taxes  $ -  $ - 

         
SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:         

Contributed services  $ -  $ 64,615 
Related party waiver of accrued compensation  $ -  $ 32,308 

 
See accompanying notes to the unaudited condensed consolidated financial statements.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
NOTE 1 - NATURE OF ORGANIZATION, LIQUIDITY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Safe Pro Group Inc. (the "Company”) is a Delaware corporation organized on December 15, 2021, under the name of Cybernate Corp and started doing business on
January 1, 2022. On July 13, 2022, the Company changed its name from Cybernate Corp. to Safe Pro Group Inc. Through a layered approach to the development and integration of
advanced artificial intelligence and machine learning, drone-based remote sensing technologies and services, and personal protective gear, the Company has acquired companies
with unique safety and security technologies and solutions that can provide governments, enterprises and non-government organizations with innovative solutions designed to
respond to evolving threats.

 
As of June 30, 2026, the Company conducts its operations through several wholly owned subsidiaries.
 
On June 7, 2022, pursuant to a Share Exchange Agreement, the Company acquired 100% of the issued and outstanding member interests of Safe-Pro USA LLC, a Florida

limited liability company engaged in the manufacture and sale of ballistic and explosive ordnance disposal protection equipment.
 
On August 29, 2022, the Company acquired 100% of the issued and outstanding shares of Airborne Response Corp., a Florida corporation that provides mission-critical

aerial intelligence and drone-based services.
 
On March 9, 2023, the Company acquired 100% of the member interests of Safe Pro AI LLC, a New York limited liability company that owns certain software technologies

for automated aerial and ground-based imagery processing; this transaction was accounted for as an asset acquisition in accordance with ASC 805 and no goodwill was recorded.
 
On December 23, 2025, the Company formed SPAI Ventures LLC, a Florida limited liability company. As of June 30, 2026, SPAI Ventures LLC had no operations, assets, or

liabilities.
 
Liquidity and going concern uncertainties
 

As reflected in the accompanying unaudited condensed consolidated financial statements; the Company generated a net loss of $5,962,347 and used cash in operations of
$4,055,774, during the six months ended June 30, 2026, and has an accumulated deficit of $34,535,877 on June 30, 2026. As of June 30, 2026, the Company had a cash balance of
$10,230,514 and working capital of $10,965,737.
 

On October 21, 2025, the Company sold 2,000,000 shares of the Company’s common stock at a purchase price of $7.00 per share. The gross proceeds to the Company from
the offering were approximately $14.0 million, before deducting the fees and expenses.

 
On August 21, 2025, the Company sold (i) 2,000,000 shares of the Company’s common stock, and (ii) three-year warrants to purchase up to 2,000,000 shares of the

Company’s common stock at an exercise price of $6.00 per share (the "August Warrants”). The combined purchase price of one share of common stock and one accompanying
August Warrant was $4.00. The gross proceeds to the Company from the offering were approximately $8.0 million, before deducting the fees and expenses, and excluding the
proceeds, if any, from the exercise of the August Warrants.

 
On May 9, 2025, the Company sold: (i) 1,050 shares of Series C convertible preferred stock (the "Preferred Stock”) a price of $1,000 per share of Preferred Stock for

aggregate gross proceeds of $1.05 million, and (ii) three-year warrants to purchase the number of shares of Company’s common stock equal to the number of Conversion Shares
(defined below) underlying the Preferred Stock on the date of issuance at an exercise price of $2.93 per share (the "May Warrants”). Each share of Preferred Stock had a stated
value (the "Stated Value”) of $1,100 per share. Each holder of Preferred Stock was able to convert all, or any part, of the Stated Value of the outstanding Preferred Stock, at any time
at such holder’s option, into shares of the Common Stock (which converted shares of Common Stock are referred to as "Conversion Shares”) at an initial fixed "Conversion Price”
of $2.25, which was subject to proportional adjustment upon the occurrence of any stock split, stock dividend, stock combination and/or similar transactions. As of the date of this
report, all shares of Preferred Stock have been converted into Company common stock.

 
The aggregate gross proceeds of $22,000,000 pursuant to the August 21, 2025 and October 21, 2025 private placements of $8,000,000 and $14,000,000, respectively, serve

to mitigate the conditions that historically raised substantial doubt about the Company’s ability to continue as a going concern. The Company believes that the Company has
sufficient cash to meet its obligations for a minimum of twelve months from the date of this filing.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 



Basis of presentation and principles of consolidation
 

The unaudited condensed consolidated financial statements of the Company include the accounts of the Company and its wholly owned subsidiaries, Safe-Pro USA,
Airborne Response, and Safe Pro AI. All intercompany accounts and transactions have been eliminated in consolidation.

 
Management acknowledges its responsibility for the preparation of the accompanying unaudited condensed consolidated financial statements which reflect all

adjustments, consisting of normal recurring adjustments, considered necessary in its opinion for a fair statement of its financial position and the results of its operations for the
periods presented. The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in accordance with accounting principles
generally accepted in the United States of America (the "U.S. GAAP”) for interim financial information and with the instructions Article 8-03 of Regulation S-X. Operating results
for interim periods are not necessarily indicative of results that may be expected for the fiscal year as a whole.

 
Certain information and note disclosure normally included in consolidated financial statements prepared in accordance with U.S. GAAP has been condensed or omitted

from these statements pursuant to such accounting principles and, accordingly, they do not include all the information and notes necessary for comprehensive consolidated
financial statements. These unaudited condensed consolidated financial statements should be read in conjunction with the summary of significant accounting policies and notes
to the consolidated financial statements for the years ended December 31, 2025 and 2024 of the Company which is included in Form 10-K, as filed on March 31, 2026.

 
Use of estimates
 

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from those estimates. Significant estimates during the six months ended June 30,
2026 and 2025, include estimates for allowance for credit losses on accounts receivable and other receivables, estimates for obsolete or slow-moving inventory, the useful life of
property and equipment, the valuation of assets acquired in an asset acquisition, the valuation of intangible assets and goodwill to determine any impairment, the estimate of the
fair value of lease liabilities and related right of use assets, assumptions used in assessing impairment of long-lived assets, estimates related to the allocation of the transaction
price for revenue recognition purposes, estimates of current and deferred income taxes and deferred tax valuation allowances, and the fair value of non-cash equity transactions
 
Risks and uncertainties
 

The Company’s cash is held at major commercial banks, which may at times exceed the Federal Deposit Insurance Corporation ("FDIC”) limit. In August 2024, the
Company entered into a deposit placement agreement for Insured Cash Sweep Service ("ICS”). This service is a secure, and convenient way to access FDIC protection on large
deposits and earn a return. This service provides for deposits in excess of $250,000 to be distributed over multiple institutions, so that at any given time there are no sums in excess
of FDIC insured levels. To date, the Company has not experienced any losses on its invested cash. As of June 30, 2026 and December 31, 2025, the Company had no cash in bank
in excess of FDIC insured levels.
 

The Company’s results of operations could be adversely affected by general conditions in the global economy and in the global financial markets, including conditions
that are outside of its control, including the impact of health and safety concerns, and war in Ukraine and the Middle East. The most recent global financial crisis caused extreme
volatility and disruptions in the capital and credit markets. A severe or prolonged economic downturn could result in a variety of risks to our business, including weakened demand
for the Company’s products and services and its ability to raise additional capital when needed on acceptable terms, if at all. A weak or declining economy could strain the
Company’s domestic and international customers, possibly resulting in delays in customer payments. Any of the foregoing could harm the Company’s business and it cannot
anticipate all the ways in which the current economic climate and financial market conditions could adversely impact the Company’s business.
 
Revenue recognition
 

In accordance with ASU Topic 606 - Revenue from Contracts with Customers, the Company recognizes revenue in accordance with that core principle by applying the
following steps:

 
Step 1: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
Safe-Pro USA
 

The Company recognizes revenue when, or as, the performance obligation is satisfied. Performance obligations are determined through a review of customer contracts and
may differ between customers depending upon contract terms.
 

Revenue from Safe-Pro USA customers is generally recognized at the time of shipment, which is the time that the Company satisfies its performance obligations.
 
Revenue from product sales is recognized when the related goods are shipped whereas revenue from training and inspection activities is recognized when the services are

completed, and payment is probable. Discounts in multiple elements sold as a single arrangement are allocated proportionately to the individual elements based on the fair value
charged when the element is sold separately.
 

Safe-Pro USA contracts to deliver premium NIJ Certified body armor, hard armor plates, soft armor, plate carriers, ballistic shields, EOD bomb suits and active shooter kits
engineered for military and law enforcement.

 
During the three and six months ended June 30, 2026, Safe-Pro USA recognized revenue of $114,483 and $258,066, respectively.
 
Safe-Pro USA had contract liabilities of $45,692 as of June 30, 2026, representing consideration received or billed in advance of satisfying certain remaining performance

obligations under customer contracts. The Company expects to recognize this amount as revenue as the related services are provided.
 
Airborne Response
 

Airborne Response recognizes revenue when, or as, the performance obligation is satisfied. Performance obligations are determined through a review of customer
contracts and may differ between customers depending upon contract terms. Revenues from services are recognized at a point in time when Airborne Response completes services



pursuant to its agreements with clients and collectability is probable.
 
The Company provides services for key infrastructure such as roads, bridges, airports, seaports, power plants, railroads, and other vital assets are critical for ensuring

safety and commerce. Airborne Response captures aerial imagery and data to help document and assess the condition of critical infrastructure.
 
During the three and six months ended June 30, 2026, Airborne Response recognized revenue of $283,529 and $346,636, respectively.

 
Airborne Response had contract liabilities of $12,825 as of June 30, 2026, representing consideration received or billed in advance of satisfying certain remaining

performance obligations under customer contracts. The Company expects to recognize this amount as revenue as the related services are provided.
 

Safe Pro AI 
 

The Company’s Safe Pro AI ("SPAI”) segment generates revenue from technology-enabled products and services, including SPOTD (Safe Pro Object Threat Detection)
NODE systems, drone-based detection platforms, training and operational support services, AI model and algorithm upgrades, and milestone-based software development and
technical deliverables.

 
Revenue is recognized when control of promised goods or services is transferred to the customer in an amount that reflects the consideration SPAI expects to receive in

exchange for those goods or services. Contracts may contain one or multiple performance obligations depending on the nature of the arrangement.
 
For SPOTD NODE system sales, SPAI has concluded that the hardware and embedded perpetual software license represent a single performance obligation because the

software is integral to the functionality of the system and is not sold separately. Revenue for these arrangements is generally recognized at a point in time upon transfer of control
of the system to the customer.

 
SPAI also enters into arrangements that include training, operational support, AI model and algorithm upgrades, and technical development services. Revenue for these

services is recognized as the related performance obligations are satisfied, either at a point in time upon delivery of specified deliverables or over time when the customer
simultaneously receives and consumes the benefits of the services provided.

 
During the three and six months ended June 30, 2026, the Safe Pro AI recognized $934,061 and $1,947,501 million, respectively, of revenue related to Safe Pro AI contracts

with a government contractor. The contracts included hardware systems, embedded software licenses, training and support services, technical deliverables, and other technology-
related services.

 
Safe Pro AI had contract liabilities of $145,252 as of June 30, 2026, representing consideration received or billed in advance of satisfying certain remaining performance

obligations under customer contracts. The Company expects to recognize this amount as revenue as the related services are provided.
 
The Company did not recognize revenue from hosted SaaS subscription arrangements during the three and six months ended June 30, 2026 or the comparable periods in

2025.
 

Contract liabilities
 

Advance payments received from customers, as well as unpaid amounts that customers are contractually obligated to pay, are deferred until the related performance
obligations are satisfied. As of June 30, 2026 and December 31, 2025, customer advanced payments amounted to $203,769 and $18,897, respectively, which are included in contract
liabilities on the accompanying consolidated balance sheets.
 

The table below presents a roll forward of contract liabilities (deferred revenue) for the six months ended June 30, 2026 and 2025.
 
  June 30, 2026   June 30, 2025  
Beginning Balance, December 31,  $ 18,897  $ 83,768 
Billings in advance of performance   2,213,014   168,032 
Revenue recognized   (2,028,142)   (206,399)
Ending Balance, June 30,  $ 203,769  $ 45,401 
 

Revenue recognized during the six months ended June 30, 2026 that was included in contract liabilities at December 31, 2025 was $16,505. Revenue recognized during the
six months ended June 30, 2025 that was included in contract liabilities at December 31, 2024 was $67,126.

 
Deferred revenue primarily reflects the timing difference between customer billings and satisfaction of performance obligations. During the six months ended June 30,

2026, deferred revenue was impacted by amounts billed or received in advance under Safe Pro AI contracts for training, support, AI upgrade, technical development, and other
service-related performance obligations that had not yet been fully satisfied as of June 30, 2026. Revenue associated with these arrangements is recognized either over time as
services are performed or at a point in time upon delivery of specified contractual deliverables. Deferred revenue also included advance billings by Safe-Pro USA for products for
which the applicable revenue recognition criteria had not yet been met as of June 30, 2026. The contract liability balance will be recognized as revenue as the Company satisfies the
remaining performance obligations under the underlying customer contracts.

 
During the six months ended June 30, 2025, deferred revenue primarily reflected advance billings by Safe-Pro USA for products that had not yet met the criteria for

revenue recognition as of June 30, 2025.
 

All contract liabilities as of June 30, 2026 are expected to be recognized as revenue within one year and are therefore classified as current liabilities on the accompanying
condensed consolidated balance sheet.

 
Advertising costs
 

All costs related to advertising the Company’s services and products are expensed in the period incurred. For the three and six months ended June 30, 2026, advertising
costs charged to operations were $24,772 and $36,247, respectively, and for the three and six months ended June 30, 2025 were $51,309 and $113,185, respectively, are included in
general and administrative expenses on the accompanying unaudited consolidated statements of operations.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
Net loss per common share
 



ASC 260 "Earnings Per Share”, requires dual presentation of basic and diluted earnings (loss) per common share ("EPS”) with a reconciliation of the numerator and
denominator of the basic EPS computation to the numerator and denominator of the diluted EPS computation. Basic EPS excludes dilutive securities and non-vested forfeitable
shares. Diluted EPS reflects the potential dilution that could occur if securities or other contracts to issue common shares were exercised or converted into common shares or
resulted in the issuance of common shares that then shared in the earnings of the entity. Basic net loss per common share is computed by dividing net loss available to
shareholders by the weighted average number of common shares outstanding during the period. Diluted net loss per common share is computed by dividing net loss by the
weighted average number of common shares, common share equivalents and potentially dilutive securities outstanding during each period. Potentially dilutive common shares
were excluded from the computation of diluted shares outstanding for the six months ended June 30, 2026 and 2025, as they would have an anti-dilutive impact on the Company’s
net losses and consisted of the following:
 
  June 30,  
  2026   2025  
Stock warrants   2,135,688   651,366 
Stock options   5,205,752   672,500 
Common shares issuable upon conversion of Preferred Series C   -   513,335 

Total   7,341,440   1,837,201 
 

The Company has 3,000,000 Series A Preferred authorized, 3,275,000 Series B Preferred authorized, and 2,000 Series C Preferred shares authorized. As of June 30, 2026,
there were no shares of Series A, Series B, or Series C Preferred Stock issued and outstanding (See Note 7). As of June 30, 2025, there were no shares of Series A or Series B
Preferred Stock and 1,050 shares of Series C Preferred Stock issued and outstanding (See Note 7).

 
Segment reporting
 

The Company uses "the management approach” in determining reportable operating segments. The management approach considers the internal organization and
reporting used by the Company’s chief operating decision maker for making operating decisions and assessing performance as the source for determining the Company’s
reportable segments. The Company’s chief operating decision maker is the chief executive officer of the Company, who reviews operating results to make decisions about
allocating resources and assessing performance for the entire Company. During the six months ended June 30, 2026 and 2025, the Company operated in three reportable business
segments which consisted of (1) the business of Safe-Pro USA, (2) the business of Airborne Response, and (3) the business of Safe Pro AI. The Company’s reportable segments
are strategic business units that offer different products and services. They are managed separately based on the nature of their operations.
 
Recent accounting pronouncements
 

In November 2024, FASB issued ASU 2024-03, Income Statement - Reporting Comprehensive Income (Topic 220): Disaggregation of Income Statement Expenses ("ASU
2024-03”). ASU 2024-03 requires additional disclosure of the nature of expenses included in the income statement. ASU 2024-03 is effective for annual periods beginning after
December 15, 2026 and interim periods within annual reporting periods beginning after December 15, 2027. Early adoption is permitted, and application may be applied
prospectively or retrospectively. The Company is currently evaluating the impact of ASU 2024-03, which requires enhanced disaggregation of income statement expenses in the
financial statement footnotes. The Company does not expect the adoption of this standard to have a material impact on its consolidated financial statements but anticipates
additional disclosures beginning in the period of adoption. We are currently evaluating the potential effect that ASU 2024-03 will have on our consolidated financial statements.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
In November 2024, the FASB issued ASU 2024-04, "Debt—Debt with Conversion and Other Options (Subtopic 470-20): Induced Conversions of Convertible Debt

Instruments,” which clarifies the requirements for determining whether certain settlements of convertible debt instruments should be accounted for as an induced conversion or
extinguishment of convertible debt. The new guidance is effective for annual reporting periods beginning after December 15, 2025, and interim periods within those annual periods.
The Company adopted ASU 2024-04 effective January 1, 2026 and the adoption did not have a material impact on the Company’s consolidated financial statements or related
disclosures, as the Company does not have convertible debt instruments subject to the guidance.

 
Other accounting standards that have been issued or proposed by FASB that do not require adoption until a future date are not expected to have a material impact on the

consolidated financial statements upon adoption. The Company does not discuss recent pronouncements that are not anticipated to have an impact on or are unrelated to its
financial condition, results of operations, cash flows or disclosures.
 
NOTE 2 – ACCOUNTS RECEIVABLE AND OTHER RECEIVABLES
 
Accounts receivable
 

On June 30, 2026 and December 31, 2025, accounts receivable consisted of the following:
 
  June 30, 2026   December 31, 2025  
Accounts receivable  $ 1,250,290  $ 100,028 
Less: allowance for doubtful accounts   -   - 
Accounts receivable, net  $ 1,250,290  $ 100,028 
 

For the three and six months ended June 30, 2026, the Company recognized bad debt expense related to accounts receivable of $0 and $22,400, respectively. For the three
and six months ended June 30, 2025, the Company did not recognize any bad debt expense related to accounts receivable.
 
Performance bond receivable
 

On June 30, 2026 and December 31, 2025, other receivables consisted solely of performance bond receivables as follows:
 
  June 30, 2026   December 31, 2025  
Other receivables  $ 142,526  $ 142,526 
Less: allowance for doubtful other receivables   (142,526)   (142,526)
Other receivables, net  $ -  $ - 
 

Safe-Pro USA was required to obtain a Performance Guarantee (PG) at a bank designated by a former customer. The amount of each separate Performance Guarantee is
10% of the CFR (Cost and Freight) value of the contract in US Dollars. The Performance Guarantee was required to be submitted prior to the Contract being executed. In case of the
supplier’s failure to fulfill the contractual obligations as per the terms of the contract, the Performance Guarantee may be forfeited. Upon certain conditions being met, the Company



would be entitled to reimbursement from the Performance Guarantee being held. The Company has yet to receive any receipts from their performance bonds being held at the
designated bank. As of June 30, 2026 and December 31, 2025, there were no performance bonds receivable and outstanding.
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SAFE PRO GROUP INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
NOTE 3 – INVENTORY
 

On June 30, 2026 and December 31, 2025, inventories consisted of the following:
 
  June 30, 2026   December 31, 2025  
Raw materials  $ 326,032  $ 290,873 
Work in process   355,697   305,971 
Finished goods   75,723   18,180 
Less reserve for obsolete inventory   -   - 
Total  $ 757,452  $ 615,024 
 
NOTE 4 – PROPERTY AND EQUIPMENT
 

On June 30, 2026 and December 31, 2025, property and equipment consisted of the following:
 
  June 30, 2026   December 31, 2025  
Manufacturing equipment  $ 340,009  $ 340,009 
Drones and related equipment   202,434   152,310 
Software library   10,000   10,000 
Furniture, fixtures and office equipment   77,463   19,250 

  629,906   521,569 
Less accumulated depreciation   (289,838)   (238,482)
Total  $ 340,068  $ 283,087 
 

For the three and six months ended June 30, 2026, depreciation expense amounted to $27,825 and $51,355 respectfully. For the three and six months ended June 30, 2025,
depreciation expense amounted to $19,957 and $24,649, respectively.
 
NOTE 5 – INTANGIBLE ASSETS AND GOODWILL
 
Intangible assets
 

As a result of the acquisition of Safe Pro AI on March 9, 2023, there was a $545,625 increase in the gross intangible assets made up of $545,625 of finite lived intangible
assets, consisting of a single software asset, SpotlightAI™. Spotlight AI detects threats from drone imagery, relaying precise GPS location and actionable reporting information to
decision makers and ground personnel. The Company intends to utilize its AI, ML and computer vision technology to create and analyze large datasets. The Company’s
technology is being used in the field by the Ukrainian government, as well as several humanitarian aid organizations.

 
During the three and six months ended June 30, 2026, the Company capitalized $30,000 and $63,500, respectively, of its direct costs. As of June 30, 2026, the Company had

$781,548 of finite lived intangible assets, net.
 
As of June 30, 2026, intangible assets subject to amortization consisted of the following:

 
  June 30, 2026  

  

Amortization 
period 
(years)   

Gross 
Amount   

Accumulated
Amortization   

Net finite 
intangible 

assets  
Customer relationships   5   $ 388,000  $ (388,000)   - 
Contractual employment agreements   3    310,000   (310,000)   - 
Acquired capitalized internal-use software development costs   3    1,174,258   (392,710)   781,548 
      $ 1,872,258   (1,090,710)   781,548 
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
For the three and six months ended June 30, 2026, amortization of intangible assets amounted to $61,121 and $116,413, respectively. For the three and six months ended June 30,
2025, amortization of intangible assets amounted to $89,986 and $174,327, respectively.
 
As of December 31, 2025, intangible assets subject to amortization consisted of the following:
 
  December 31, 2025  

  
Amortization period

(years)   Gross Amount   
Accumulated
Amortization   

Net finite intangible
assets  

Customer relationships  5    388,000   (388,000)   - 
Contractual employment agreements  3    310,000   (310,000)   - 
Acquired capitalized internal-use software development costs  3    1,110,758   (276,297)   834,461 
     $ 1,808,758  $ (974,297)  $ 834,461 



 
Amortization of intangible assets with finite lives attributable to future periods is as follows:
 
Year ending June 30:  Amount  
Remainder of 2026  $ 118,391 
2027   234,861 
2028   234,852 
2029   162,439 
2030 and thereafter   31,005 
Total  $ 781,548 
 
NOTE 6 – NOTE PAYABLE
 

On September 30, 2020, Safe-Pro USA entered into a Loan and Authorization Agreement (the "SBA COVID-19 EIDL Loan”) with respect to a loan of $146,000 from the U.S.
Small Business Administration (the "SBA”). The SBA deferred the first payment due from 12 months from the date of the promissory note to 30 months from the date of the Note,
with a term of 30 years or July 1, 2050. Interest shall accrue at the rate of 3.75% per annum. The SBA Loan is secured by a continuing security interest in and to any and all Safe Pro
USA’s tangible and intangible personal property, including, but not limited to inventory, equipment, accounts receivable, and deposit accounts. As of June 30, 2026 and December
31, 2025, accrued interest related to this note amounted to $600 and $2,158, respectively, and is included in accrued expenses on the accompanying unaudited condensed
consolidated balance sheets.

 
On June 30, 2026 and December 31, 2025, notes payable consisted of the following:

 
  June 30, 2026   December 31, 2025  
       
Notes payable  $ 146,000  $ 146,000 
Total notes payable   146,000   146,000 
Less: current portion of notes payable   -   - 
Notes payable – long-term  $ 146,000  $ 146,000 
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
The following schedule provides minimum future note payable principal payments required during future periods:

 
Year ending December 31:  Amount  
2026  $ 2,535 
2027   3,219 
2028   3,342 
2029   3,469 
2030   3,602 
Thereafter   129,833 
Total note payable  $ 146,000 
 
NOTE 7 – STOCKHOLDERS’ EQUITY
 
Preferred Stock
 
Series A Preferred Stock
 

On June 7, 2022, the Company’s board of directors approved an Amendment to its Articles of Incorporation, to designate 3,000,000 shares of the Series A Preferred, par
value $0.0001. The Certificate of Designation became effective in the state of Delaware on January 20, 2023. Each share of Series A Preferred had an initial stated value of $10.00 per
share. On August 28, 2023, the Company amended its Series A Preferred Certificate of Designation, to amend the Series A Stated Value to $2.50 per share.
 

Each share of Series A Preferred was convertible into the number of common shares equal to the Series A Stated Value ($ 2.50) divided by the Fair Market Value of the
common stock. The Fair Market Value is equal to the average of the closing price for the Company’s common stock on a National Market Exchange, for the 20 trading days prior to
conversion or in the case of an initial public offering the initial listing price, subject to price protection. Series A Preferred has voting rights equal to the number of common shares
into which it may convert. The conversion rights of Preferred Series A were contingent upon the Company’s completion of the initial public offering and/or listing on a National
Market Exchange. The holders of the Series A Preferred shall be entitled to a dividend that is payable to the holders of the Company’s common stock as well as certain liquidation
rights.
 

The Series A Preferred were evaluated to determine whether temporary or permanent equity classification on the consolidated balance sheet was appropriate. As per the
terms of the Series A Preferred Certificate of Designation, Series A Preferred is not redeemable for cash. As such, the Series A Preferred is classified as permanent equity. The
Company concluded that the conversion rights under the Series A Preferred were clearly and closely related to the equity host instrument. Accordingly, the conversion rights
feature on the Series A Preferred were not considered an embedded derivative that required bifurcation.

 
Series B Preferred Stock
 

On August 29, 2022, the Company’s board of directors approved an Amendment to its Articles of Incorporation, to designate 3,275,000 shares of the Series B Preferred,
par value $0.0001. The Certificate of Designation became effective in the state of Delaware on January 20, 2023. Each share of Series B Preferred had a stated value of $2.00 per
share.
 

Each share of Series B Preferred was convertible into the number of common shares equal to the Series B Stated Value ($2.00) divided by the Fair Market Value of the
common stock. The Fair Market Value is equal to the average of the closing price for the Company’s common stock on a National Market Exchange, for the 20 trading days prior to
conversion or in the case of an initial public offering the initial listing price, subject to price protection. Series B Preferred has voting rights equal to the number of common shares
into which it may convert. The conversion rights of Preferred Series B were contingent upon the Company’s completion of the initial public offering and/or listing on a National
Market Exchange. The holders of the Series B Preferred shall be entitled to a dividend that is payable to the holders of the Company’s common stock as well as certain liquidation
rights.



 
Series C Preferred Stock
 

On May 7, 2025, the Company’s board of directors approved an Amendment to its Articles of Incorporation, to designate 2,000 shares of the Series C Preferred, par value
$0.0001. On May 8, 2025, the Company’s Certificate of Designation for Series C Preferred Stock became effective, authorizing 2,000 shares with a stated value of $1,100 per share.
The Series C Preferred Stock was non-voting, entitled to dividends on an as-converted basis, and convertible into common stock at a fixed price of $2.25 per share. The Company
had the option to redeem the shares at stated value, and holders were entitled to liquidation preference equal to the stated value.

 
On July 22, 2025, the Company issued 427,778 common shares pursuant to the conversion of 875 shares of Series C Preferred at a conversion ratio of $2.25 per share.
 
On July 23, 2025, the Company issued 70,889 common shares pursuant to the conversion of 145 shares of Series C Preferred at a conversion ratio of $2.25 per share.
 
On September 11, 2025, the Company issued 14,667 common shares pursuant to the conversion of 30 shares of Series C Preferred at a conversion ratio of $2.25 per share.
 
As of June 30, 2026, all Series C Preferred had been converted into common shares, resulting in no outstanding balance.
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FOR THE SIX MONTHS ENDED JUNE 30, 2026 AND 2025
(unaudited)

 
Common stock issued for compensation and services
 
2026
 

On January 13, 2026, the Company issued 7,500 shares of common stock to an individual service provider as installments of a 30,000-share award granted under the 2022
Equity Incentive Plan. The shares were valued at $3.36 per share, based on the market close on the grant date. The award vests in equal monthly installments of 2,500 shares over a
twelve-month period beginning September 1, 2025, subject to continued service. Of the 7,500 shares issued in January 2026, 2,500 shares related to amounts earned during 2025,
with the remaining shares related to amounts earned during 2026. Stock based professional fees in the amount of $16,800 are recorded to Professional fees, on the Company’s
unaudited condensed consolidated statement of operations.
 

On January 22, 2026, the Company issued 25,000 shares of its common stock to a consultant for services rendered pursuant to the 2022 Equity Incentive Plan, and in
accordance with the consultant’s Independent Advisory Agreement dated September 9, 2025. The shares were granted at a fair market value of $ 6.10 per share, based on the
closing price on the grant date. Stock based professional fees in the amount of $152,500 are recorded to Professional fees, on the Company’s unaudited condensed consolidated
statement of operations.

 
Also on January 22, 2026, the Company issued 20,000 shares of its common stock to a consultant for services rendered pursuant to the 2022 Equity Incentive Plan, and in

accordance with the consultant’s Advisory Board Agreement dated March 27, 2023. The shares were granted at a fair market value of $ 4.74 per share representing market close on
the date of issuance. The award became fully vested on December 1, 2025, as approved by the Compensation Committee. Accordingly, the Company recognized $94,800 of stock-
based compensation expense, recorded within Professional Fees in the consolidated statement of operations for the year ended December 31, 2025. Upon issuance of the shares in
January 2026, the Company reclassified the par value of the shares from additional paid-in capital to common stock to reflect the shares outstanding.

 
On March 3, 2026, the Company issued 5,000 shares of common stock to an individual service provider as installments of a 30,000-share award granted under the 2022

Equity Incentive Plan. The shares were valued at $3.36 per share, based on the market close on the grant date. The award vests in equal monthly installments of 2,500 shares over a
twelve-month period beginning September 1, 2025, subject to continued service. Stock based professional fees in the amount of $8,400 are recorded to Professional fees, on the
Company’s unaudited condensed consolidated statement of operations.

 
On April 6, 2026, the Company issued 12,500 shares of common stock to an individual service provider as the final installments of a 30,000-share award granted under the

2022 Equity Incentive Plan. The shares were valued at $3.36 per share, based on the market close on the grant date. Stock based professional fees in the amount of $42,000 are
recorded to Professional fees, on the Company’s unaudited condensed consolidated statement of operations.

 
On April 16, 2026, the Company issued 20,000 common shares as an inducement award to an employee of the Company pursuant to the terms of their employment

agreement dated April 1, 2026. The shares were granted at a fair market value of $4.00 per share based on the market close on the grant date. Stock-based professional fees in the
amount of $80,000 are recorded to Professional fees, on the Company’s unaudited condensed consolidated statement of operations.

 
On June 3, 2026, the Company issued 50,000 common shares to an employee pursuant to the 2025 Equity Plan and in accordance with the employee’s grant agreement

dated May 1, 2026. The shares were granted at a fair market value of $4.50 based on the market close on the grant date. Stock-based professional fees in the amount of $225,000 are
recorded to Professional fees, on the Company’s unaudited condensed consolidated statement of operations.

 
On June 5, 2026, the Company issued 25,000 shares of its common stock to a consultant for services rendered pursuant to the 2025 Equity Incentive Plan and in

accordance with the consultant’s grant agreement dated April 1, 2026. The shares were granted at a fair market value of $4.00 per share based on the market close on the grant date.
Stock based professional fees in the amount of $100,000 are recorded to Professional fees, on the Company’s unaudited condensed consolidated statement of operations.
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2025
 

On February 27, 2025, the Company issued 100,000 restricted stock awards, pursuant to its 2022 Equity Plan, at a fair market value of $3.90, representing the market close
on date of issuance. The award was issued to an individual for services. Stock based professional fees in the amount of $390,000 are recorded to Professional fees, on the
Company’s unaudited condensed consolidated statement of operations.
 

On February 28, 2025, the Company issued 400,000 restricted stock awards, pursuant to its 2022 Equity Plan, at a fair market value of $3.88, representing the market close
on date of issuance. The award was issued to Mr. Erdberg, the Company’s CEO, as pursuant to his contractual agreement with the Company. Stock based compensation in the
amount of $1,552,500 is recorded and is represented in Salary, wages and payroll taxes on the Company’s unaudited condensed consolidated statement of operations.



 
Also on February 28, 2025, the Company issued 100,000 restricted stock awards, pursuant to its 2022 Equity Plan, at a fair market value of $3.88, representing the market

close on date of issuance. The award was issued to an individual for services. Stock based professional fees in the amount of $380,000 are recorded to Professional fees, on the
Company’s unaudited condensed consolidated statement of operations.
 

On March 11, 2025, the Company issued 25,000 restricted stock awards, pursuant to its 2022 Equity Plan, at a fair market value of $3.06, representing the market close on
date of issuance. The award was issued to an individual for services. Stock based professional fees in the amount of $76,500 is recorded to Professional fees, on the Company’s
unaudited condensed consolidated statement of operations.
 

On March 20, 2025, the Company issued 12,500 restricted stock awards, outside of its 2022 Equity Plan, at a fair market value of $2.93, representing the market close on
date of issuance. The award was issued to individuals for services. Stock based professional fees in the amount of $36,625 is recorded to Professional fees, on the Company’s
unaudited condensed consolidated statement of operations.

 
On June 13, 2025, the Company issued 37,500 common shares, pursuant to 2022 Equity Plan, at a fair market value of $3.01, representing the market close on date of

issuance. The award was issued to an individual for services. Stock based professional fees in the amount of $112,875 are recorded as professional fees, on the Company’s
unaudited condensed consolidated statement of operations.

 
Also on June 13, 2025, the Company issued 165,000 restricted shares at a fair market value of $3.01, representing the market close on date of issuance. Stock based

professional fees in the amount of $496,650 are recorded to professional fees, on the Company’s unaudited condensed consolidated statement of operations. The foregoing
securities were issued pursuant to Section 4(a)(2) of the Securities Act. The awards were issued to individuals for services relating to certain equity transactions and have not been
registered pursuant to the Securities Act of 1933.
 
Treasury Stock

 
During the year ended December 31, 2025, the Company repurchased an aggregate of 162,454 shares of its common stock under its Treasury Stock Repurchase Program

for total consideration of $676,034. Of the total consideration, $613,409 was paid in cash during the year ended December 31, 2025 and $62,625 was recorded in accounts payable as
of December 31, 2025. All shares repurchased were recorded as treasury stock and are reflected as a reduction of stockholders’ equity in the accompanying consolidated balance
sheet.
 

During the six months ended June 30, 2026, the Company repurchased an aggregate of 474,630 shares of its common stock under its Treasury Stock Repurchase Program
for total consideration of $2,315,682 paid in cash. All shares repurchased were recorded as treasury stock and are reflected as a reduction of stockholders’ equity in the
accompanying consolidated balance sheet.
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Contributed capital
 

On March 31, 2025, Mr. Borkar, President of Safe-Pro USA and an employee, who is his spouse, agreed to forgive aggregate accrued salary of $64,615, which has been
recorded as contributed capital as presented on the condensed consolidated statement of stockholders’ equity. See Note 10.

 
Representative warrants
 

The Company’s initial public offering was on August 29, 2024. In connection with the initial public offering, the Company entered into an underwriting agreement (the
"Underwriting Agreement”) with Dawson James Securities, Inc. Pursuant to the Underwriting Agreement, the Company issued a common stock purchase warrant to the
Underwriter for the purchase of 51,000 shares of common stock at an exercise price of $6.25, subject to adjustments (the "Warrant”). The Warrant is exercisable at any time and
from time to time, in whole or in part, during the period commencing on March 1, 2025, and ending on August 28, 2029 and may be exercised on a cashless basis under certain
circumstances. The Warrant provides for registration rights (including piggyback rights) and customary anti-dilution provisions (for share dividends and splits and
recapitalizations) and anti-dilution protection (adjustment in the price of the Warrant and the number of shares underlying the Warrant) resulting from corporate events (which
would include dividends, reorganization, mergers and similar events). The Warrant and the common stock underlying the Warrant were registered as a part of the Registration
Statement.
 
Warrants
 

A summary of the status of the Company’s total outstanding warrants and changes during the six months ended June 30, 2026 and 2025 are as follows:
 

  
Number of
Warrants   

Weighted
Average 
Exercise

Price   

Weighted
Average

Remaining
Contractual

Term (Years)   

Aggregate
Intrinsic 
Value (1)  

Balance Outstanding on December 31, 2025   2,135,688  $ 5.88   2.6  $ 114,424 
Issued   -   -   -   - 
Balance Outstanding on June 30, 2026   2,135,688  $ 5.88   2.1  $ 128,821 
Exercisable, June 30, 2026   2,135,688  $ 5.88   2.1  $ 128,821 

 
(1) The aggregate intrinsic value on June 30, 2026 and December 31, 2025 was calculated based on the Nasdaq’s market close on June 30, 2026 and December 31, 2025,

respectively and the exercise price of the underlying warrants.
 

  
Number of
Warrants   

Weighted 
Average
Exercise

Price   

Weighted 
Average 

Remaining
Contractual 
Term (Years)   

Aggregate 
Intrinsic 
Value (1)  

Balance Outstanding on December 31, 2024   125,531  $ 4.09   3.26  $ 90,952 
Issued   525,835   2.96   2.90   - 
Balance Outstanding on June 30, 2025   651,366  $ 3.18   2.88  $ - 
Exercisable, June 30, 2025   638,866  $ 3.16   2.93  $ - 



 
(1) The aggregate intrinsic value on June 30, 2025 and December 31, 2024 was calculated based on the Nasdaq’s market close on June 30, 2025 and December 31, 2024,

respectively and the exercise price of the underlying the warrants.
 

For the six months ending June 30, 2026 and 2025, the Company recorded $0 and $8,191, respectively, for stock-based compensation expense related to warrants. As of
June 30, 2026, the stock-based compensation for the warrants was fully amortized.

 
The Company did not grant any warrants during the six months ended June 30, 2026. The warrants granted during the six months ended June 30, 2025 were valued using

the Black-Scholes option pricing model using the following weighted average assumptions:
 

  June 30, 2026   June 30, 2025  
Expected term, in years   -   5.0 
Expected volatility   -   54.41%
Risk-free interest rate   -   4.01%
Dividend yield   -   0.00%

  
Warrants issued for Convertible Preferred Series C Stock
 

On May 8, 2025, the Company entered into convertible Series C Preferred agreements with investors pursuant to which the Company issued and sold to the Investors for
an aggregate price of $1,050,000 to (i) 1,050 Series C Preferred shares, stated value $1,100 which are convertible into 513,335 shares of the Company’s common stock at a conversion
rate of $2.25 per share and (ii) warrants to purchase 513,335 shares of common stock at an initial exercise price of $2.93 per share, subject to adjustment.
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Options
 
A summary of the Company’s stock option activity during the six months ended June 30, 2026 and 2025 is as follows:
 

  

Shares 
Underlying 

Options   

Weighted 
Average 

Exercise Price   

Weighted 
Average

Contractual
Life (Years)   

Intrinsic 
Value  

Outstanding at December 31, 2025   2,263,752  $ 4.86   4.66  $ 527,452 
Granted   3,235,000   4.54   4.86   - 
Forfeited   (288,000)   7.49   -   - 
Exercised   (5,000)   3.40   -   - 
Outstanding at June 30, 2026   5,205,752  $ 4.52   4.60  $ 1,033,463 
                 
Exercisable at June 30, 2026   1,978,252  $ 3.77   4.28  $ 535,463 
 

  

Shares 
Underlying 

Options   

Weighted 
Average 

Exercise Price   

Weighted 
Average Contractual

Life (Years)   
Intrinsic 

Value  
Outstanding at December 31, 2024   322,500  $ 3.40   4.97  $ 138,675 
Granted   350,000   7.36   4.67   - 
Forfeited   -   -   -   - 
Exercised   -   -   -   - 
Outstanding at June 30, 2025   672,500  $ 5.46   4.57  $ - 
                 
Exercisable at June 30, 2025   236,250  $ 3.91   4.53  $ - 

 
For the six months ending June 30, 2026 and 2025, the Company recorded $1,921,526 and $376,013, respectively, for stock-based compensation expense related to stock

options. As of June 30, 2026, unamortized stock-based compensation for stock options was $1,848,577 to be recognized through September 30, 2026.
 
The options granted during the six months ended June 30, 2026 and 2025 were valued using the Black-Scholes option pricing model using the following weighted average

assumptions:
 

  June 30, 2026   June 30, 2025  
Expected term, in years   3.2   5.0 
Expected volatility   50.24%  55.79%
Risk-free interest rate   4.02%  4.09%
Dividend yield   -   - 
 
2022 Equity Incentive Plan
 

On July 1, 2022, the Company’s Board of Directors authorized and adopted the 2022 Equity Incentive Plan (the "2022 Plan”) and reserved 5,000,000 shares of common
stock for issuance thereunder. The 2022 Plan’s purpose is to encourage ownership in the Company by employees, officers, directors and consultants whose long-term service the
Company considers essential to its continued progress and, thereby, encourage recipients to act in the stockholders’ interest and share in the Company’s success. The 2022 Plan
provides for the issuance of incentive stock options, non-statutory stock options, restricted stock, restricted stock units ("RSUs”), and other stock-based awards. During the year
ended December 31, 2025, 2,192,500 of the Company’s common shares issued for services, as described above, were issued pursuant to the 2022 Plan, respectively. During the six
months ended June 30, 2026, 334,500 of the Company’s common shares and options issued for services and compensation, as described above, were issued pursuant to the 2022
Plan. As of June 30, 2026, the Company had 1,000 shares available for issuance under the 2022 Plan.

 
2025 Equity Incentive Plan

 
In April 2025, the Compensation Committee of the Board of Directors approved the 2025 Stock Plan, pending stockholders’ approval, which was subsequently received on

June 26, 2025. The 2025 Plan is a stock-based compensation plan that provides discretionary grants of stock options, stock awards, stock unit awards and stock appreciation rights



to key employees, non-employee directors and consultants. The share reserve is subject to an annual automatic increase of up to 5% of the Company’s outstanding common stock
through January 1, 2035, unless otherwise determined by the Board. The plan includes provisions related to award limits, changes in control, and restrictions on repricing. During
the year ended December 31, 2025, 720,000 of the Company’s common shares issued for services were issued pursuant to the 2025 plan. During the six months ended June 30, 2026,
3,270,500 of the Company’s options issued for services, as described above, were issued pursuant to the 2025 plan. As of June 30, 2026, the Company had 2,054,464 shares
available for issuance under the 2025 Plan.
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NOTE 8 – COMMITMENTS AND CONTINGENCIES
 
Legal matters
 

From time to time, the Company may be involved in litigation related to claims arising out of its operations in the normal course of business. As of June 30, 2026, the
Company is not involved in any pending or threatened legal proceedings that it believes could reasonably be expected to have a material adverse effect on its financial condition,
results of operations, or cash flows.
 
Product liability insurance
 

The Company’s subsidiary, Safe-Pro USA, carries a product liability policy that covers up to $2,000,000 of claims retroactive to June 26, 2020.
 
Contingent amounts due to related parties
 

As discussed in Note 10 – Related Party Transactions, the Company agreed to assume liability to the former members of Safe-Pro USA of $1,622,540 as of the Safe-Pro
USA acquisition date. The amount due to the former members Safe-Pro USA was originally agreed to be $2,193,901, which was reduced to $1,622,540 to account for certain
revenues not recognized since the performance obligation was not completed and other holdbacks. On April 11, 2024, pursuant to the Fifth Amendment to Exchange Agreement,
should the Company collect the 20% performance obligation in the future that the former members would be reimbursed this difference up to $571,361. In addition, pursuant to
Amendment No. 5, all further payments due under this contingent obligation of $571,361, are to be paid from the proceeds of contracts and performance bonds, offset by certain
costs associated with the contracts, from the customer the Bangladesh Ministry of Defense. On March 19, 2025 and July 25, 2025, the Company received $37,615 and $56,325,
respectively, in regard to this contingent obligation net of commissions payable. As of June 30, 2026, the remaining balance of $428,906 is only payable from proceeds related to
contracts with the Bangladesh Ministry of Defense customer.

 
NOTE 9 – CONCENTRATIONS
 
Concentrations of credit risk
 

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of trade accounts receivable and cash deposits.
 

The Company’s cash is held at major commercial banks, which may at times exceed the Federal Deposit Insurance Corporation ("FDIC”) limit. To date, the Company has
not experienced any losses on its invested cash. As of June 30, 2026 and December 31, 2025, the Company recorded no cash in bank in excess of FDIC insured levels. In August
2024, the Company has entered into a deposit placement agreement for Insured Cash Sweep Service ("ICS”). This service is a secure, and convenient way to access FDIC
protection on large deposits, earn a return, and enjoy flexibility. This will reduce the Company’s risk as it relates to uninsured FDIC amounts in excess of $250,000.
 
Geographic concentrations of sales
 

For the three months ended June 30, 2026, 99.7% of total sales were to customers in the United States. During the six months ended June 30, 2026, 99.2% of total sales
were to customers in the United States. For the three months ended June 30, 2025, 100.0% of total sales were to a customer in the United States. During the six months ended June
30, 2025, 77.6% of total sales were to a customer in the United States and 22.4% of total sales were to a customer in Canada.

 
Customer concentration
 

For the three months ended June 30, 2026, 2 customers accounted for approximately 88.4% of total sales (Customer A, 70.2% and Customer B, 18.2%). For the six months
ended June 30, 2026, 2 customers accounted for approximately 88.3% of total sales (Customer A, 75.8% and Customer B, 12.5%).

 
For the three months ended June 30, 2025, three customers accounted for approximately 90.2% of total sales (Customer C, 45.5%, Customer D, 31.6% and Customer B,

13.1%). For the six months ended June 30, 2025, three customers accounted for approximately 88.6% of total sales (Customer C, 41.2%, Customer D, 25.0% and Customer E, 22.4%).
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A reduction in sales from or the loss of such customers would have a material adverse effect on the Company’s results of operations and financial condition. On June 30,

2026, two customers accounted for 99.7% of the total accounts receivable balance.
 

Supplier concentration
 

During the three months ended June 30, 2026, the Company purchased approximately 91.6% of its inventory from three suppliers (Supplier A 53.1%, Supplier B 21.2%, and
Supplier C 17.2%). During the six months ended June 30, 2026, the Company purchased approximately 85.0% of its inventory from three suppliers (Supplier A 38.3%, Supplier B
34.2%, and Supplier C 12.5%).

 
During the three months ended June 30, 2025, the Company purchased approximately 77.2% of its inventory from two suppliers (Supplier D, 45.9% and Supplier E, 31.2%).

During the six months ended June 30, 2025, the Company purchased approximately 93.8% of its inventory from four suppliers (Supplier G, 40.8%, Supplier D, 28.3%, Supplier E,
13.5%, and Supplier F, 11.2%,).

 



The loss of these suppliers may have a material adverse effect on the Company’s results of operations and financial condition. However, the Company believes that, if
necessary, alternate vendors could supply similar products in adequate quantities to avoid material disruptions to operations.

 
NOTE 10 – RELATED PARTY TRANSACTIONS
 
Due to related parties
 

In connection with the Acquisition of Safe-Pro USA, the Company agreed to assume a liability due to the former member of Safe-Pro USA, who is a current director of the
Company, of $1,622,540. The Safe-Pro USA preacquisition members advanced funds to Safe-Pro USA for working capital purposes prior to the acquisition and during the 2024,
2023 and 2022 periods. Additionally, during 2024, 2023 and 2022, a company owned by the preacquisition members paid certain expenses and wages on behalf of the Company and
was reimbursed for these expenses. These advances are non-interest bearing and are payable on demand but only from proceeds received from contracts the Bangladesh Ministry
of Defense customer. During the six months ended June 30, 2026 the Company did not receive any funds from the Bangladesh receivables and made payments of $4,500. On June
30, 2026 and December 31, 2025, amounts due to the former member amounted to $428,906 and $433,406, respectively, which is included in due to related parties on the
accompanying unaudited consolidated balance sheets. See Note 8 –Contingent amounts due to related parties.
 

On March 31, 2025, Mr. Borkar, President of Safe-Pro USA and an employee, which is his spouse, agreed to forgive aggregate accrued salary of $64,615, which has been
recorded as contributed capital as presented on the condensed consolidated statement of stockholders’ equity. As of June 30, 2026 and December 31, 2025 the accrued wages
balance for Mr. Borkar was $3,626 and $3,956, respectively.

 
As of June 30, 2026 and December 31, 2025, the accrued wages balance for the spouse of Mr. Borkar was $3,626 and $3,956, respectively.
 
For the six months ended June 30, 2026 and 2025, the Company recorded net wages of $60,000 and $60,000 for the spouse of Mr. Borkar.
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Related party purchases
 

During the six months ended June 30, 2026 and 2025, the Company purchased inventory and services from a company owned by the spouse of Mr. Borkar, in the amount
of $4,261 and $5,299, respectively, which is included in cost of sales on the accompanying unaudited consolidated statements of operations.

 
Return of shares

 
During the six months ended June 30, 2026, the Company completed certain equity transactions involving officers of the Company, including the return and cancellation

of shares of common stock previously issued under the Company’s equity incentive plan. In addition, certain shares were returned in connection with share withholding to satisfy
tax obligations related to equity awards. An aggregate of 67,184 shares were returned to the Company, cancelled, and are no longer outstanding.

 
NOTE 11 – OPERATING LEASE RIGHT-OF-USE ("ROU”) ASSETS AND OPERATING LEASE LIABILITIES
 

On July 13, 2022, and effective on August 1, 2022, the Company entered into a 36-month lease agreement for the lease of office space under a non-cancelable operating
lease through July 31, 2025. During the term of lease, the Company shall pay base rent of $2,704 from August 1, 2022 to July 1, 2023, with escalation of the base rent of 4% per year
thereafter on the anniversary date of the lease. The Company is to pay the base rental rate plus common area assessments and sales tax for the lease payments.
 

On June 20, 2025, the Company renewed the above operating lease through July 31, 2026. During the term of lease, the Company shall pay base rent of $2,935 from August
1, 2025 to July 31, 2026, with option for an additional 12 months to July 31, 2027, at a base rent of $3,053. The Company is to pay the base rental rate plus common area assessments
and sales tax for the lease payments. In connection with this lease, on August 1, 2022, the Company incurred right of use assets and lease liabilities of $92,509. On June 20, 2025 the
Company incurred an additional right of use asset and lease liabilities of $33,084 for the renewal period.

 
In July 2021, Safe-Pro USA entered into a 62-month lease agreement for the lease of office, manufacturing and warehouse space under a non-cancelable operating lease

through September 30, 2026. During the term of lease, the Company shall pay base rent of $3,043 from August 1, 2021 to September 30, 2022, with escalation of the base rent of 4%
per year thereafter on the anniversary date of the lease. The Company is to pay the base rental rate plus common area assessments and sales tax for the lease payments. Common
area assessments and sales tax for the lease payments are expensed monthly as incurred. In connection with the Company’s acquisition of Safe-Pro USA, on June 7, 2022, the
Company acquired right of use assets and assumed lease liabilities of $154,265 and $156,963, respectively.

 
In April 2024, Airborne Response entered into a 39-month lease agreement for the lease of a vehicle under a non-cancelable operating lease through July 2027. During the

term of lease, the Company shall pay base rent of $296 from April 2024 to July 2027. In connection with the signing of the vehicle lease, the Company’s recorded a right of use
assets and lease liabilities of $19,583 and $9,835, respectively.
 

In adopting ASC Topic 842, Leases (Topic 842) on January 1, 2022 the Company had elected the ‘package of practical expedients, which permitted it not to reassess under
the new standard its prior conclusions about lease identification, lease classification and initial direct costs. In addition, the Company elected not to apply ASC Topic 842 to
arrangements with lease terms of 12 months or less. Upon signing new leases for property and equipment, the Company analyzed the new leases and determined it is required to
record a lease liability and a right of use asset on its consolidated balance sheets, at fair value.
 

During the three and six months ended June 30, 2026, in connection with its operating property leases, the Company recorded rent expense of $23,935 and $47,683,
respectively. During the three and six months ended June 30, 2025, in connection with its property operating leases, the Company recorded rent expense of $24,842 and $48,115,
respectively, which is expensed during the period and included in general and administrative expenses on the accompanying unaudited consolidated statements of operations.
 

The significant assumption used to determine the present value of the lease liabilities on August 1, 2022 and June 7, 2022, and April 2024 was a discount rate ranging from
3.75%, 6.0% and 7.5%, which was based on the Safe-Pro USA’s, the Company’s and Airborne Response estimated average incremental borrowing rate, respectively.
 

On June 30, 2026 and December 31, 2025, right-of-use asset ("ROU”) is summarized as follows:
 
  June 30, 2026   December 31, 2025  
Office lease right of use assets  $ 310,598  $ 310,598 
Auto lease right of use asset   19,583   19,583 
Less: accumulated amortization   (310,576)   (271,171)
Balance of ROU assets  $ 19,605  $ 59,010 
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Other information:  June 30, 2026   December 31, 2025  
       
Weighted average remaining lease term – operating leases   0.19 years   0.75 years 
Weighted average discount rate – operating leases   4.60%  4.60%
 

On June 30, 2026 and December 31, 2025, operating lease liabilities related to the ROU assets are summarized as follows:
 
  June 30, 2026   December 31, 2025  
Lease liabilities related to office lease right of use assets  $ 13,619  $ 51,610 
Lease liabilities related to auto lease right of use asset   2,862   4,497 
Less: current portion of lease liabilities   (16,481)   (55,160)
Lease liabilities – long-term  $ -  $ 947 
 
On June 30, 2026, future minimum base lease payments due under non-cancelable operating leases are as follows:
 
Twelve months ended June 30,  Amount  
Remainder of 2026  $ 15,509 
2027   1,183 
Total minimum non-cancellable operating lease payments   16,692 
Less: discount to fair value   (211)
Total lease liabilities on June 30, 2026  $ 16,481 
 
NOTE 12 – SEGMENT REPORTING 
 

During the three and six months ended June 30, 2026 and 2025, the Company operated in three reportable business segments which consisted of (1) the business of Safe-
Pro USA, (2) the business of Airborne Response, and (3) the business of Safe Pro AI. The Company organizes its segments based on the nature of the products and services
offered. The following is a brief description of the Company’s business segments:

 
Safe Pro USA – Sells high performance body armor and ballistics plates to military and law-enforcement customers.
 
Airborne Response – Provides drone-based services to customers in the utilities, telecom, and insurance industries such as inspection and monitoring solutions. Further,
Airborne Response offers drone-as-a-first responder (DFR) services to customers.
 
Safe Pro AI - Uses image processing technology to autonomously identify and detect unexploded ordnance such as landmines and cluster munitions as a service for
customers such as governments, humanitarian organizations, and commercial organizations. Safe Pro AI’s technology was developed and tested in the battlefields of the
war in Ukraine.
 
The Company’s Chief Executive Officer ("CEO”) serves as the Chief Operating Decision Maker ("CODM”). The CODM evaluates segment performance and allocates

resources primarily based on revenue trends and segment operating income (loss). Segment operating income (loss) is the measure of profit or loss reviewed by the CODM and
includes revenues and directly attributable costs and expenses of each reportable segment. The CODM uses this information to evaluate operating performance, assess
profitability, monitor growth trends, and make decisions regarding the allocation of personnel, capital resources, and strategic initiatives among the Company’s reportable
segments. The significant segment expenses disclosed below are regularly provided to and reviewed by the CODM and are included in the measurement of segment operating
income (loss).
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Information with respect to these reportable business segments for the six months ended June 30, 2026 and 2025 was as follows:

 
   For the Three Months Ended    For the Six Months Ended  
   June 30,    June 30,  
   2026    2025    2026    2025  

Safe Pro USA:                 
Revenue  $ 114,483  $ 48,748  $ 258,066  $ 189,348 
Cost of revenues (a)   49,352   19,308   108,956   111,625 

Gross Margin   65,131   29,440   149,110   77,723 
Expenses:                 

Salaries, wages and payroll taxes   94,708   56,047   186,265   124,858 
Research and development   4,678   17,875   15,671   17,875 
Professional fees   486   1,866   4,391   12,971 
Selling, general and administrative   45,655   27,350   104,159   63,951 
Other segment items (b)   12,003   23,880   23,874   50,858 

Safe Pro USA segment operating loss   (92,399)   (97,578)   (185,250)   (192,790)
Airborne Response:                 
Revenue   283,529   14,673   346,636   18,877 
Cost of revenues (a)   175,062   15,010   204,749   17,265 

Gross Margin   108,467   (337)   141,887   1,612 
Expenses:                 

Salaries, wages and payroll taxes   64,670   73,283   156,539   159,216 



Research and development   -   -   -   - 
Professional fees   -   -   -   - 
Selling, general and administrative   38,456   28,775   88,091   61,915 
Other segment items (b)   6,306   29,261   12,210   58,360 

Airborne Response segment operating loss   (965)   (131,656)   (114,953)   (277,879)
Safe Pro AI:                 
Revenue   934,062   29,332   1,947,501   69,330 
Cost of revenues (a)   230,072   7,334   507,549   17,334 

Gross Margin   703,990   21,998   1,439,952   51,996 
Expenses:                 

Salaries, wages and payroll taxes   243,078   68,680   553,333   134,404 
Research and development   187,757   -   537,161   - 
Professional fees   6,493   38,000   7,893   68,000 
Selling, general and administrative   210,794   30,950   408,294   65,226 
Other segment items (b)   67,589   56,388   128,038   103,316 

Safe Pro AI segment operating loss   (11,721)   (172,020)   (194,767)   (318,950)
Other:                 
Unallocated corporate expenses (c)   (3,166,486)   (1,522,092)   (5,693,990)   (5,139,417)
Intersegment profit eliminations                 
Total operating loss  $ (3,271,571)  $ (1,923,346)  $ (6,188,960)  $ (5,929,036)
Other income (expenses)                 

Other income   -   4,276   -   33,890 
Interest income   104,403   7,804   231,303   20,507 
Interest expense   (1,694)   (3,293)   (4,690)   (4,937)
Total other income, net   102,709   8,787   226,613   49,460 

Net loss  $ (3,168,862)  $ (1,914,559)  $ (5,962,347)  $ (5,879,576)
  
(a) A portion of depreciation is recorded in Safe-Pro USA, Airborne Response and Safe Pro AI in cost of sales on the Company’s condensed consolidated unaudited statement of

operations in cost of sales. For purposes of segment reporting, depreciation is included within Other segment items as it is not separately reviewed by the CODM when
evaluating segment performance.

  
(b) Other segment items primarily consist of depreciation and amortization included in the measure of segment operating income (loss) reviewed by the CODM.  Other segment

items may vary period to period based on the nature and timing of such items.
  
(c) Unallocated corporate expenses not directly attributable to a reportable segment, including certain executive compensation, public company costs, professional fees, financing

activities, and other holding company expenses, are not allocated to the reportable segments and are reported within "Other.”
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The following table presents revenue for each of the Company’s reportable segments:

   For the Three Months Ended    For the Six Months Ended  
   June 30,    June 30,  
   2026    2025    2026    2025  

Product sales by segment                 
Safe-Pro USA  $ 114,483  $ 48,748  $ 258,066  $ 189,348 
Airborne Response   31,987   -   31,987   - 
Safe Pro AI   402,459   -   1,409,899   - 
Total product sales   548,929   48,748   1,699,952   189,348 

Services revenue by segment                 
Safe-Pro USA   -   -   -   - 
Airborne Response   251,542   14,673   314,648   18,877 
Safe Pro AI   531,603   29,332   537,603   69,330 
Total services revenue   783,145   44,005   852,251   88,207 

Total revenue  $ 1,332,074  $ 92,753  $ 2,552,203  $ 277,555 
 

The CODM does not regularly review total assets by segment. Accordingly, the Company only discloses identifiable long-lived tangible assets by reportable segment
because that information is regularly provided to and reviewed by the CODM. The following table presents long-lived tangible assets, net by reportable segment:

 
  June 30, 2026   December 31, 2025  
Identifiable long-lived tangible assets, net by segment:         
Safe-Pro USA  $ 145,118  $ 168,991 
Airborne Response   59,298   68,118 
Safe Pro AI   88,032   38,818 
Other   47,620   7,160 

 $ 340,068  $ 283,087 
 
NOTE 13 – SUBSEQUENT EVENTS

 
On July 20, 2026, the Compensation Committee approved (i) an amendment to a previously granted stock option award, modifying the vesting schedule from quarterly

vesting to monthly vesting effective July 1, 2026, and (ii) the grant of stock options to purchase 50,000 shares of the Company’s common stock under the Company’s 2025 Stock
Plan. The options vest 50% on the first anniversary of the employee’s start date and 50% on the second anniversary of the employee’s start date, subject to continued
employment, have a five-year contractual term, and an exercise price equal to the fair market value of the Company’s common stock on the grant date.

 
On August 6, 2026, the Compensation Committee approved the grant of stock options to purchase 30,000 shares of the Company’s common stock under the Company’s

2025 Stock Plan to an employee. The options vest 50% on the grant date and 50% on the first anniversary of the grant date, subject to continued service, have a five-year
contractual term, and an exercise price equal to the fair market value of the Company’s common stock on the grant date.



 
All equity awards granted subsequent to June 30, 2026 were approved by the Company’s Compensation Committee, were measured at fair value as of the applicable grant

dates based on the closing price of the Company’s common stock and are subject to the terms and conditions of the Company’s equity incentive plans and applicable award
agreements.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
 

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

 
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the financial statements and related

notes thereto included elsewhere in this report. This discussion contains forward-looking statements that involve risks and uncertainties. Our actual results could differ
materially from those discussed below. See the section titled "Risk Factors” in our Form 10-K dated March 31, 2026 as filed with the Securities and Exchange Commission (the
"SEC”), which is available on the SEC’s EDGAR website at www.sec.gov, for a discussion of the uncertainties, risks and assumptions associated with these statements. Actual
results and the timing of events could differ materially from those discussed in our forward-looking statements as a result of many factors, including those set forth under "Risk
Factors” and elsewhere in this Form 10-Q.

 
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

 
This Form 10-Q includes forward-looking statements. These statements involve risks known to us, significant uncertainties, and other factors which may cause our actual

results, levels of activity, performance, or achievements to be materially different from any future results, levels of activity, performance, or achievements expressed or implied by
those forward-looking statements.

 
Some of the statements used in this report constitute "forward-looking statements” that represent our beliefs, projections and predictions about future events. Forward-

looking statements are all statements other than statements of historical fact, including statements that refer to plans, intentions, objectives, goals, targets, strategies, hopes,
beliefs, projections, prospects, expectations or other characterizations of future events or performance, and assumptions underlying the foregoing. The words "may,” "could,”
"should,” "would,” "will,” "project,” "intend,” "continue,” "believe,” "anticipate,” "estimate,” "forecast,” "expect,” "plan,” "potential,” "opportunity,” "scheduled,” "goal,”
"target,” and "future,” variations of such words, and other comparable terminology and similar expressions and references to future periods are often, but not always, used to
identify forward-looking statements. Examples of forward-looking statements include, but are not limited to, statements about the following:

 
 ● our prospects, including our future business, revenues, expenses, net income, earnings per share, gross margins, profitability, cash flows, cash position, liquidity,

financial condition and results of operations, backlog of orders and revenue, our targeted growth rate, our goals for future revenues and earnings, and our expectations
about realizing the revenues in our backlog and in our sales pipeline;

   
 ● the effects on our business, financial condition, and results of operations of current and future economic, business, market and regulatory conditions, including the

current economic and market conditions and their effects on our customers and their capital spending and ability to finance purchases of our products, services,
technologies and systems;

   
 ● the effects of fluctuations in sales on our business, revenues, expenses, net income, earnings per share, margins, profitability, cash flows, capital expenditures, liquidity,

financial condition, and results of operations;
   
 ● our products, services, technologies, and systems, including their quality and performance in absolute terms and as compared to competitive alternatives, their benefits to

our customers and their ability to meet our customers’ requirements, and our ability to successfully develop and market new products, services, technologies and
systems;

   
 ● our markets, including our market position and our market share;
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 ● our ability to successfully develop, operate, grow and diversify our operations and businesses;
   
 ● our business plans, strategies, goals and objectives, and our ability to successfully achieve them;
   
 ● the sufficiency of our capital resources, including our cash and cash equivalents, funds generated from operations, availability of borrowings under our credit and

financing arrangements and other capital resources, to meet our future working capital, capital expenditure, lease and debt service and business growth needs;
   
 ● the value of our assets and businesses, including the revenues, profits and cash flows they are capable of delivering in the future;
   
 ● the effects on our business operations, financial results, and prospects of business acquisitions, combinations, sales, alliances, ventures and other similar business

transactions and relationships;
   
 ● industry trends and customer preferences and the demand for our products, services, technologies and systems; and
   
 ● the nature and intensity of our competition, and our ability to successfully compete in our markets.
 

These statements are necessarily subjective, are based upon our current plans, intentions, objectives, goals, strategies, beliefs, projections and expectations, and involve
known and unknown risks, uncertainties and other important factors that could cause our actual results, performance or achievements, or industry results, to differ materially from
any future results, performance or achievements described in or implied by such statements. Actual results may differ materially from expected results described in our forward-
looking statements, including with respect to correct measurement and identification of factors affecting our business or the extent of their likely impact, the accuracy and
completeness of the publicly available information with respect to the factors upon which our business strategy is based, or the success of our business. Furthermore, industry
forecasts are likely to be inaccurate, especially over long periods of time.

 
Forward-looking statements should not be read as a guarantee of future performance or results and will not necessarily be accurate indications of whether, or the times by

which, our performance or results may be achieved. Forward-looking statements are based on information available at the time those statements are made and management’s belief
as of that time with respect to future events and are subject to risks and uncertainties that could cause actual performance or results to differ materially from those expressed in or
suggested by the forward-looking statements. Important factors that may cause actual results, our performance or achievements, or industry results to differ materially from those
contemplated by such forward-looking statements include, without limitation, those discussed under the caption "Risk Factors” in our Annual Report on Form 10-K as filed with
the SEC on March 31, 2026.
 



Business Overview
 

We were incorporated in the State of Delaware on December 15, 2021. Safe Pro Group Inc. is the parent company of Airborne Response Corp. and Safe-Pro USA, LLC,
which were both incorporated in Florida, in 2016 and 2008, respectively. On March 9, 2023, Safe Pro Group Inc. acquired Safe Pro AI LLC (formerly known as Demining
Development LLC), a privately held developer of Artificial Intelligence ("AI”) and Machine Learning ("ML”) software technology for processing of drone-based imagery and data.
On December 23, 2025, we formed SPAI Ventures LLC. Currently, SPAI Ventures is a non-active wholly owned subsidiary, that was established to pursue both strategic
collaborations and investments with Ukrainian and other international tech developers. Through SPAI Ventures, Safe Pro Group will evaluate opportunities in which to invest or to
commercialize technologies that it believes could complement the capabilities of its portfolio of AI and ballistic protective solutions. SPAI Ventures has not made any investments
or entered into any agreements.

 
We are a company focused on innovative security and protection solutions, specifically, advanced artificial intelligence / machine learning (AI/ML) software technology

for the creation of robust datasets sourced from the analysis of aerial imagery as well as, for use with our developed standalone hardware/software solution called NODE
("Navigation, Observation & Detection Engine”) which provides local /edge computing and processing of drone-based imagery to create maps without requiring connectivity to
the internet, bullet and blast resistant personal protection equipment and providing mission-critical aerial managed services.
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Through a layered approach to the development and integration of advanced technologies in artificial intelligence, drone-based remote sensing technologies and

services, and personal protective gear, Safe Pro Group seeks to provide government, NGOs and enterprises with innovative solutions designed to respond to evolving threats.
 

Principle of Consolidation
 

Our consolidated financial statements included in this report include our accounts and those of our subsidiaries: Airborne Response Corp., Safe-Pro USA LLC, and Safe
Pro AI LLC from their respective dates of acquisition.

 
Supplier Concentration
 

During the three months ended June 30, 2026, the Company purchased approximately 91.6% of its inventory from three suppliers (Supplier A 53.1%, Supplier B 21.2%, and
Supplier C 17.2%). During the six months ended June 30, 2026, the Company purchased approximately 85.0% of its inventory from three suppliers (Supplier A 38.3%, Supplier B
34.2%, and Supplier C 12.5%).

 
During the three months ended June 30, 2025, the Company purchased approximately 77.2% of its inventory from two suppliers (Supplier D, 45.9% and Supplier E, 31.2%).

During the six months ended June 30, 2025, the Company purchased approximately 93.8% of its inventory from four suppliers (Supplier G, 40.8%, Supplier D, 28.3%, Supplier E,
13.5%, and Supplier F, 11.2%,).

 
The loss of these suppliers may have a material adverse effect on the Company’s results of operations and financial condition. However, the Company believes that, if

necessary, alternate vendors could supply similar products in adequate quantities to avoid material disruptions to operations.
 

Segment Information
 

The Company uses "the management approach” in determining reportable operating segments. The management approach considers the internal organization and
reporting used by the Company’s chief operating decision maker for making operating decisions and assessing performance as the source for determining the Company’s
reportable segments. The Company’s chief operating decision maker is the chief executive officer of the Company, who reviews operating results to make decisions about
allocating resources and assessing performance of the Company’s reportable segments. The Company operates in three reportable business segments consisting of (1) Safe-Pro
USA, (2) Airborne Response, and (3) Safe Pro AI. The Company’s reportable segments offer distinct products and services and are managed separately based on the nature of
their operations.
 
Significant Components of Our Results of Operations
 

Revenues. Our revenues are generated primarily from the sale of our products, which consist primarily of standalone hardware/software solution called NODE
("Navigation, Observation & Detection Engine”) which provides local /edge computing and processing of drone-based imagery to create maps without requiring connectivity to
the internet, personal protective gear ("PPE”) and ballistic protective equipment including Explosive Ordnance Disposal ("EOD”) and blast and fragmentation resistant vests and
body armor, as well as aerial managed services (drones) for the inspection of customer’s critical infrastructure including radio towers and power grids. At contract inception, we
assess the goods and services promised in the contract with customers and identify a performance obligation for each. To determine the performance obligation, we consider all
products and services promised in the contract regardless of whether they are explicitly stated or implied by customary business practices. The timing of satisfaction of the
performance obligation is not subject to significant judgment. We measure revenue as the amount of consideration expected to be received in exchange for transferring goods and
services. We generally recognize product revenues at the time of shipment, provided that all other revenue recognition criteria have been met.

 
Cost of Goods Sold and Gross Profit. Gross profit has been and will continue to be affected by various factors, including changes in our supply chain and the evolving

product mix. The margin profile of our current products and future products will vary depending on operating performance, features, materials, manufacturer and supply chain.
Gross margin will vary as a function of changes in pricing due to competitive pressure, our third-party manufacturing, labor costs for services and depreciation for our drone
related fixed assets and our production costs, which includes depreciation related costs for manufacturing equipment, costs of shipping and logistics, provision for excess and
obsolete inventory and other factors. We expect our gross margins will fluctuate from period to period depending on the interplay of these various factors.
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Operating Expenses. We classify our operating expenses as salary, wages and payroll taxes, research and development, professional fees, selling, general, administrative,

non-production and services related depreciation and amortization. Additionally, we separate depreciation and amortization expense into its own category.
 
Salary, Wages and Payroll Taxes. Salaries are representative of officer and stock-based compensation and administrative personnel costs. The salary and wages

associated payroll tax is reflected here as well.
 
Research and Development expenses consist of costs associated with personnel and contractor fees associated with the design and development of our products,

product certification, travel, recruiting and information technology. Development costs incurred prior to establishment of technological feasibility were expensed as incurred.
Software development costs related to design enhancement of the product are capitalized. We expect our research and development costs to continue to increase as we develop
new products and modify existing products to meet the changes within our markets.

 
Professional Fees primarily represent certain costs for legal, audit, accounting, public company expense, investor relations, consulting fees and share-based

compensation for services.
 



Selling, General and Administrative expenses consist of expenses associated with our training programs, trade shows, marketing programs, promotional materials,
demonstration equipment, commissions payable, national and local regulatory approvals of our products, travel, entertainment, recruiting, operating supplies such as, computer
equipment, drones, EOD testing supplies; and facilities and other supporting overhead costs. For the year ending December 31, 2026, we expect selling, general and administrative
expenses to increase, as we ramp up our sales and marketing expansion efforts to correspond with our increased production efforts, relating to our personal protective gear, the
availability of additional AI-powered image processing solutions and new drone-based services such as Drone as a First Responder (DFR).

 
Depreciation and Amortization expense consists of depreciation related to computer and related office equipment, as well as amortization related to finite-lived

intangibles.
 
Interest Expense is comprised of interest expense associated with our secured notes payable and convertible notes. The amortization of debt discounts is also recorded

as part of interest expense.
 
Provision for Income Taxes. Current and deferred income tax expense or benefit in any given period will depend upon a number of events and circumstances, one of

which is the income tax net income or loss from operations for the period which is usually different from the U.S. GAAP net income or loss, for the period due to differences in tax
laws and timing differences. Management assesses our deferred tax assets in each reporting period, and if it is determined that it is not more likely than not to be realized, we will
record a change in our valuation allowance in that period.

 
Results of Operations
 
Comparison of the Three months Ended June 30, 2026 and 2025
 
For the Three Months Ended June 30, 2026 and 2025:
 
  June 30, 2026   June 30, 2025   Change   %  
REVENUES:                 
Product Sales  $ 548,929  $ 48,748  $ 500,181   1026.1%
Services   783,145   44,005   739,140   1679.7%
Total Revenues   1,332,074   92,753   1,239,321   1336.2%
                 
COST OF REVENUES:                 
Product sales   232,983   19,309   213,674   1106.6%
Services   221,503   22,343   199,160   891.4%
Cost of depreciation   24,776   19,544   5,232   26.8%
Total Cost of Revenues   479,262   61,196   418,066   683.2%
Gross profit   852,812   31,557   821,255   2602.4%
                 
Operating expenses:                 
Salary, wages and payroll taxes:                 

Salary, wages and payroll taxes   1,349,821   407,685   942,136   231.1%
Stock based compensation   872,358   26,785   845,573   3156.9%

Total salary wages and payroll taxes   2,222,179   434,470   1,787,709   411.5%
Research and development   192,435   17,875   174,560   976.6%
Professional fees:                 

Professional fees - other   480,736   279,720   201,016   71.9%
Stock based compensation – professional fees   448,347   761,643   (313,296)   (41.1)%

Total Professional fees   929,083   1,041,362   (112,279)   (10.8)%
Selling, general and administrative expenses   716,516   370,796   345,720   93.2%
Depreciation and amortization   64,170   90,400   (26,230)   (29.0)%

Total operating expenses   4,124,383   1,954,903   2,169,480   111.0%
                 
Loss from operations   (3,271,571)   (1,923,346)   (1,348,225)   70.1%
Other income (expense):                 
Other income   -   4,276   (4,276)   (100.0)%
Interest income   104,403   7,804   96,599   1237.8%
Interest expense   (1,694)   (3,293)   1,599   (48.6)%

Total other income, net   102,709   8,787   93,922   1068.9%
Net loss   (3,168,862)  $ (1,914,559)  $ (1,254,303)   65.5%
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Comparison of the Six months Ended June 30, 2026 and 2025
 
For the Six Months Ended June 30, 2026 and 2025:
 
  June 30, 2026   June 30, 2025   Change   %  
REVENUES:                 
Product Sales  $ 1,699,952  $ 189,348  $ 1,510,604   797.8%
Services   852,251   88,207   764,044   866.2%
Total Revenues   2,552,203   277,555   2,274,648   819.5%
                 
COST OF REVENUES:                 
Product sales   570,065   111,626   458,439   410.7%
Services   251,189   34,598   216,591   626.0%
Cost of depreciation   47,708   38,208   9,500   24.9%
Total Cost of Revenues   868,962   184,432   684,530   371.2%
Gross profit   1,683,241   93,123   1,590,118   1707.5%
                 
Operating expenses:                 
Salary, wages and payroll taxes:                 

Salary, wages and payroll taxes   2,059,165   852,943   1,206,222   141.4%



Stock based compensation   1,813,677   1,606,070   207,607   12.9%
Total salary wages and payroll taxes   3,872,842   2,459,013   1,413,829   57.5%

Research and development   552,832   17,875   534,957   2992.8%
Professional fees:                 

Professional fees - other   1,118,792   791,815   326,977   41.3%
Stock based compensation – professional fees   732,548   1,851,695   (1,119,147)   (60.4)%

Total Professional fees   1,851,340   2,643,510   (792,170)   (30.0)%
Selling, general and administrative expenses   1,475,126   726,660   748,466   103.0%
Depreciation and amortization   120,061   175,101   (55,040)   (31.4)%

Total operating expenses   7,872,201   6,022,159   1,850,042   30.7%
                 
Loss from operations   (6,188,960)   (5,929,036)   (259,924)   4.4%
Other income (expense):                 
Other income   -   33,890   (33,890)   (100.0)%
Interest income   231,303   20,507   210,796   1027.9%
Interest expense   (4,690)   (4,937)   247   (5.0)%

Total other income, net   226,613   49,460   177,153   358.2%
Net loss  $ (5,962,347)  $ (5,879,576)  $ (82,771)   1.4%
 

Net Revenue. For the three months ended June 30, 2026 and 2025, revenues generated were $1,332,074 and $92,753, an increase of $1,239,321 or 1336.2%. For the six
months ended June 30, 2026 and 2025, revenues generated were $2,552,203 and $277,555, an increase of $2,274,648 or 819.5%.

 
Comparable sales for Safe-Pro USA were $114,483 for the three months ended June 30, 2026 as compared to $48,748 for the same period in 2025, an increase of $65,735 or

134.8%. Comparable sales for Safe-Pro USA were $258,066 for the six months ended June 30, 2026 as compared to $189,348 for the same period in 2025, an increase of $68,718 or
36.3%.

 
Comparable sales for Airborne Response were $283,529 for the three months ended June 30, 2026 as compared to $14,673 for the same period in 2025, an increase of

$268,856 or 1832.3%. Comparable sales for Airborne Response were $346,636 for the six months ended June 30, 2026 as compared to $18,877 for the same period in 2025, an increase
of $327,759 or 1736.3%.

 
Comparable sales for Safe Pro AI were $934,062 for the three months ended June 30, 2026 as compared to $29,332 for the same period in 2025, an increase of $904,730 or

3084.4%. Comparable sales for Safe Pro AI were $1,947,501 for the six months ended June 30, 2026 as compared to $69,330 for the same period in 2025, an increase of $1,878,171 or
2709.0%.

 
The increase in revenue was primarily driven by Safe Pro AI’s expanding business relationship with a government contractor during the six months ended June 30, 2026.

Under this relationship, Safe Pro AI provides an artificial intelligence-powered video and imagery analysis system designed to support threat detection capabilities. The solution is
supported by the Company’s NODE (Navigation, Observation & Detection Engine) platform, a standalone hardware and software system that enables local edge-based processing
of drone imagery without requiring internet connectivity.

 
A significant portion of revenue recognized during the period was generated from this customer in connection with sales of SPOTD NODE systems and related

deliverables. Accordingly, revenue recognized during the period reflects a high degree of customer concentration and may not be indicative of future operating results or recurring
revenue levels. Future SPOTD-related revenue is expected to fluctuate based on the timing, size and scope of customer orders, government and defense procurement cycles, and
the Company’s ability to secure additional deployments of its SPOTD technologies. 

 
Cost of Revenue. During the three months ended June 30, 2026 and 2025, cost of revenues increased to $479,262 compared to $61,196, an increase of $418,066, or 683.2%.

Gross profit margins were 64.0% and 34.0%, respectively. During the six months ended June 30, 2026 and 2025, cost of revenues were $868,962 compared to $184,432. Gross profit
margins were 66.0% and 33.6%, respectively.

 
The change in cost of revenue is attributable to higher revenue levels, improved absorption of fixed costs, and a favorable mix of higher-margin product and AI-driven

revenue.
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Operating Expenses. Total operating expenses for the three months ended June 30, 2026 and 2025 were $4,124,383 and $1,954,903, an increase of $2,169,480 or 111.0%.

Total operating expenses for the six months ended June 30, 2026 and 2025 were $7,872,201 and $6,022,159, an increase of $1,850,042 or 30.7%. Factors resulting in the increase are
described more fully below.

 
Salaries, wages and payroll taxes. Total salaries, wages and payroll taxes for the three months ended June 30, 2026 and 2025 were $2,222,179 and $434,470, an increase of

$1,787,709 or 411.5%. Total salaries, wages and payroll taxes for the six months ended June 30, 2026 and 2025 were $3,872,842 and $2,459,013, an increase of $1,413,829 or 57.5%.
The increases for six months ended June 30, 2026 as compared to the same period in 2025 were primarily attributable to increased salaries, wages and payroll taxes of $1,206,222
associated with personnel additions and operational growth, as well as an increase in non-cash stock-based compensation of $207,607.

 
Research and Development. Total research and development expenses for the three months ended June 30, 2026 and 2025 were $192,435 and $17,875, respectively, an

increase of $174,560 or 976.6%. Total research and development expenses for the six months ended June 30, 2026 and 2025 were $552,832 and $17,875, respectively, an increase of
$534,957 or 2992.8%. The increases for six months ended June 30, 2026 as compared to the same period in 2025 is primarily attributable to expanded development efforts and the
engagement of external contractors to support enhancements to the artificial intelligence business.

 
Professional fees were $929,083 and $1,041,362 for the three months ended June 30, 2026 and 2025, respectively, a decrease of $112,279 or 10.8%. Professional fees were

$1,851,340 and $2,643,510 for the six months ended June 30, 2026 and 2025, respectively, a decrease of $792,170 or 30.0%. The decreases for six months ended June 30, 2026 as
compared to the same period in 2025 are related to a decrease in non-cash expenses for share-based compensation of $1,119,147, partially offset by increases in director fees,
accounting fees, investor relations and public company expense of $326,977.

 
Selling, general and administrative expenses were $716,516 and $370,796 for the three months ended June 30, 2026 and 2025, respectively, an increase of $345,720 or

93.2%. Selling, general and administrative expenses were $1,475,126 and $726,660 for the six months ended June 30, 2026 and 2025, respectively, an increase of $748,466 or 103.0%.
The increases for six months ended June, 2026 as compared to the same period in 2025 are attributable to increases in D&O insurance expense, travel and contractor fees.

 
Depreciation and amortization expenses were $64,170 and $90,400 for the three months ended June 30, 2026 and 2025, respectively, a decrease of $26,230, or 29.0%.

Depreciation and amortization expenses were $120,061 and $175,101 for the six months ended June 30, 2026 and 2025, respectively, a decrease of $55,040, or 31.4%. The decrease
was related to amortization of certain finite lived intangible asset technologies, which were fully amortized prior to the beginning of the current period, offset by amortization of
newly capitalized technologies.
 

We expect our expenses in each of these areas to continue to increase during fiscal 2026 and beyond as we expand our operations and begin generating additional



revenues for our current business. However, we are unable at this time to estimate the amount of the expected increases.
 
Total Other Income, Net. Our total other income, net was $102,709 compared to $8,787, during the three months ended June 30, 2026 and 2025 respectively, an increase of

$93,922 or 1068.9%. Our total other income was $226,613 compared to $49,460, during the six months ended June 30, 2026 and 2025 respectively, an increase of $177,153 or 358.2%.
The increase was primarily attributable to higher interest income earned on increased cash balances during the period.

 
Net Loss. We recorded a net loss of $3,168,862 for the three months ended June 30, 2026 as compared to a net loss of $1,914,559, for the three months ended June 30, 2025.

We recorded a net loss of $5,962,347 for the six months ended June 30, 2026 as compared to a net loss of $5,879,576 for the six months ended June 30, 2025. The increase is a result
of the factors as described above.

 
Consolidated Balance Sheet Data:
 
  June 30, 2026   December 31, 2025   Change   %  
  (Unaudited)              
Cash  $ 10,230,514  $ 16,793,088  $ (6,562,574)   (39.1)%
Property and equipment, net   340,068   283,087   56,981   20.1%
Current assets   12,378,424   17,928,446   (5,550,022)   (31.0)%
Total assets   13,529,445   19,114,804   (5,585,359)   (29.2)%
Current liabilities   1,412,687   1,250,844   161,843   12.9%
Working capital   10,965,737   16,677,602   (5,711,865)   (34.2)%
Total liabilities   1,558,687   1,397,791   160,896   11.5%
Additional paid in capital   49,510,703   46,964,487   2,546,216   5.4%
Accumulated deficit   (34,535,877)   (28,573,530)   (5,962,347)   20.9%
Total stockholders’ equity  $ 11,970,758  $ 17,717,013  $ (5,746,255)   (32.4)%
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Liquidity and Capital Resources
 

Liquidity is the ability of a company to generate funds to support its current and future operations, satisfy its obligations, and otherwise operate on an ongoing basis. At
June 30, 2026, we had a cash balance of $10,230,514 and working capital of $10,965,737. The Company has the funds to support its planned operations, for a minimum of the next
twelve months.
 

Our current assets at June 30, 2026 decreased by $5,550,022, or 31.0%, to $12,378,424 from $17,928,446, from December 31, 2025. The decreases included cash of $6,562,574,
and prepaid expenses and other current assets of $280,138, partially offset by increases to accounts receivable of $1,150,262, and inventory of $142,428.

 
Our current liabilities at June 30, 2026 increased to $1,412,687 from $1,250,844 or an increase of $161,843, or 12.9% from December 31, 2025. The increase is comprised of

decreases in accrued expenses of $48,178, due to related parties of $4,830, and current portion of lease liabilities of $38,679, partially offset by increases in accounts payable of
$68,658, and contract liabilities of $184,872.

 
Operating Activities

 
Net cash flows used in operating activities for the six months ended June 30, 2026 amounted to $4,055,774 and were primarily attributable to our net loss of $5,962,347,

offset by depreciation and amortization expense of $167,768 and stock-based compensation and professional fees of $2,546,226. Changes in operating assets and liabilities included
increases in accounts receivable and other receivables of $1,150,262 and inventory of $142,428, and decreases in accrued expenses of $48,178 and lease liabilities of $221. These
uses of cash were partially offset by increases in accounts payable of $68,658 and contract liabilities of $184,872, and a decrease in prepaid expenses and other current assets of
$280,138.
 

Net cash flows used in operating activities for the six months ended June 30, 2025 amounted to $1,984,809 and were primarily attributable to our net loss of $5,879,576,
offset by depreciation and amortization expense of $213,309 and stock-based compensation and professional fees of $3,457,764. Changes in operating assets and liabilities included
increases in accounts payable of $48,881 and accrued expenses of $71,357, partially offset by decreases in accounts receivable of $85,127, inventory of $35,773, prepaid expenses
and other current assets of $132,269, decreases in accrued compensation of $111,279, decreases in contract liabilities of $38,367, and decreases in lease liabilities of $67.
 
Investing Activities
 

Net cash flows used in investing activities were $171,836 and $225,877 for the six months ended June 30, 2026 and 2025, respectively. During the six months ended June 30,
2026, we purchased property and equipment of $108,336 and investment in intangible technologies of $63,500. During the six months ended June 30, 2025, we purchased property
and equipment of $21,034 and investment in intangible technologies of $204,843.

 
Financing Activities
 

Net cash flows (used in) provided by financing activities were $(2,334,964) and $1,045,563 for the six months ended June 30, 2026 and 2025, respectively.
 
During the six months ended June 30, 2026, we had purchases of Treasury Stock of $2,330,134 and repayments to a related party of $14,390, partially offset by related party

advances of $9,560.
 
During the six months ended June 30, 2025, we had proceeds from the sale of Series C Preferred Stock and Warrants of $1,050,000, related party advances of $75,651 and

partially offset by related party repayments of $80,088.
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Critical Accounting Policies and Estimates
 
The following is not intended to be a comprehensive list of our accounting policies or estimates. Our significant accounting policies are more fully described in Note 1 —

Summary of Significant Accounting Policies in the Notes. In preparing our consolidated financial statements and accounting for the underlying transactions and balances, we
apply our accounting policies and estimates as disclosed in the Notes. We consider the policies and estimates discussed below as critical to an understanding of our consolidated
financial statements because their application places the most significant demands on our judgment, with financial reporting results dependent on estimates about the effect of
matters that are inherently uncertain and may change in subsequent periods. Specific risks for these critical accounting estimates are described in the following paragraphs.
Preparation of our financial statements requires us to make estimates and assumptions that affect the reported amount of assets and liabilities, disclosure of contingent assets and
liabilities at the date of our consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results may differ from those
estimates.



 
Besides estimates that meet the "critical” accounting estimate criteria, we make many other accounting estimates in preparing our consolidated financial statements and

related disclosures. All estimates, whether or not deemed critical, affect reported amounts of assets, liabilities, revenue and expenses as well as disclosures of contingent assets
and liabilities. Estimates are based on experience and other information available prior to the issuance of the financial statements. Materially different results can occur as
circumstances change and additional information becomes known, including for estimates that we do not deem "critical.”

 
Accounts receivable and other receivables

 
The Company adopted ASC 326 "Financial Instruments – Credit Losses” on January 1, 2023. The Company recognizes an allowance for losses on accounts receivable and

other receivables in an amount equal to the estimated probable losses net of recoveries under the current expected credit loss method. The allowance is based on an analysis of
historical bad debt experience, current receivables aging, and expected future write-offs, as well as an assessment of specific identifiable customer accounts or other accounts
considered at risk or uncollectible. The bad debt expense associated with the allowance for doubtful accounts related to accounts receivable and other receivables is recognized in
selling, general and administrative expenses.

 
Revenue recognition

 
In accordance with ASU Topic 606 - Revenue from Contracts with Customers, the Company recognizes revenue in accordance with that core principle by applying the

following steps:
 
Step 1: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognize revenue when (or as) the entity satisfies a performance obligation.
 
The Company offers a warranty on its manufactured products. The Company considered the need to make an accrual for warranty expenses that may be incurred.

Historically, the Company has incurred no warranty expense and accordingly, the Company believes that no warranty expense accrual is deemed necessary.
 

Safe-Pro USA
 

Safe-Pro USA recognizes revenue when, or as, the performance obligation is satisfied. Performance obligations are determined through a review of customer contracts and
may differ between customers depending upon contract terms. Revenue from product sales is recognized when the related goods are shipped whereas revenue from training and
inspection activities is recognized when the services are completed, and payment is probable. Discounts in multiple elements sold as a single arrangement are allocated
proportionately to the individual elements based on the fair value charged when the element is sold separately.

 
Airborne Response
 

Airborne Response recognizes revenue when, or as, the performance obligation is satisfied. Performance obligations are determined through a review of customer
contracts and may differ between customers depending upon contract terms. Revenues from services are recognized at a point in time when Airborne Response completes services
pursuant to its agreements with clients and collectability is probable.
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Safe Pro AI 
 

The Company’s Safe Pro AI segment generates revenue from technology-enabled products and services, including SPOTD (Safe Pro Object Threat Detection) NODE
systems, drone-based detection platforms, training and operational support services, AI model and algorithm upgrades, and milestone-based software development and technical
deliverables.

 
Revenue is recognized when control of promised goods or services is transferred to the customer in an amount that reflects the consideration the Company expects to

receive in exchange for those goods or services. Contracts may contain one or multiple performance obligations depending on the nature of the arrangement.
 
For SPOTD NODE system sales, the Company has concluded that the hardware and embedded perpetual software license represent a single performance obligation

because the software is integral to the functionality of the system and is not sold separately. Revenue for these arrangements is generally recognized at a point in time upon
transfer of control of the system to the customer.

 
The Company also enters into arrangements that include training, operational support, AI model and algorithm upgrades, and technical development services. Revenue

for these services is recognized as the related performance obligations are satisfied, either at a point in time upon delivery of specified deliverables or over time when the customer
simultaneously receives and consumes the benefits of the services provided.

 
Goodwill and intangible assets
 

The Company’s business acquisitions typically result in the recording of goodwill and other intangible assets, which affect the amount of amortization expense and
possibly impairment write-downs that the Company may incur in future periods.

 
Intangible assets are carried at cost less accumulated amortization for finite-lived assets, computed using the straight-line method over the estimated useful life, less any

impairment charges.
 
Goodwill represents the excess of the purchase price paid over the fair value of the net assets acquired in business acquisitions. Goodwill is not subject to amortization

but is subject to impairment tests at least annually. The Company reviews the carrying amounts of goodwill by reporting unit at least annually, or when indicators of impairment are
present, to determine if goodwill may be impaired. To test goodwill impairment, the Company may first assess qualitative factors to determine whether it is more likely than not that
the fair value of goodwill is less than its carrying value. The Company would not be required to quantitatively determine the fair value of goodwill unless it determines, based on
the qualitative assessment there are indicators of impairment. Under the quantitative test of goodwill, the Company compares the fair value of the reporting unit to its carrying
value, including goodwill. If the carrying value exceeds the fair value, then the goodwill is impaired by the excess amount. The Company performs its annual testing for goodwill
during the fourth quarter of each fiscal year or more frequently if an event occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit.

 
Intangible assets, net consists of contractual employment agreements, customer relationships and acquired capitalized internal-use software. All intangible assets

determined to have finite lives are amortized over their estimated useful lives. The useful life of an intangible asset is the period over which the asset is expected to contribute
directly or indirectly to future cash flows. The Company periodically evaluates both finite and indefinite lived intangible assets for impairment upon occurrence of events or
changes in circumstances that indicate the carrying amount of intangible assets may not be recoverable.

 
Impairment of long-lived assets



 
In accordance with ASC Topic 360, the Company reviews long-lived assets, including intangible assets, for impairment whenever events or changes in circumstances

indicate that the carrying amount of the assets may not be fully recoverable, or at least annually. The Company recognizes an impairment loss when the sum of expected
undiscounted future cash flows is less than the carrying amount of the asset. The amount of impairment is measured as the difference between the asset’s estimated fair value and
its book value.
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Stock-based compensation
 

Stock-based compensation is accounted for based on the requirements of ASC 718 – "Compensation –Stock Compensation”, which requires recognition in the
consolidated financial statements of the cost of employee, director, and non-employee services received in exchange for an award of equity instruments over the period the
employee, director, or non-employee is required to perform the services in exchange for the award (presumptively, the vesting period). The ASC also requires measurement of the
cost of employee, director, and non-employee services received in exchange for an award based on the grant-date fair value of the award. The Company has elected to recognize
forfeitures as they occur as permitted under the FASB’s Accounting Standards Update ("ASU”) 2016-09 Improvements to Employee Share-Based Payment.

 
Business acquisitions
 

The Company accounts for business acquisitions using the acquisition method of accounting where the assets acquired, and the liabilities assumed are recognized based
on their respective estimated fair values. The excess of the purchase price over the estimated fair values of the net assets acquired is recorded as goodwill. Determining the fair
value of certain acquired assets and liabilities is subjective in nature and often involves the use of significant estimates and assumptions, including, but not limited to, the selection
of appropriate valuation methodology, projected revenue, expenses, and cash flows, weighted average cost of capital, discount rates, and estimates of terminal values. Business
acquisitions are included in the Company’s consolidated financial statements as of the date of the acquisition.

 
Asset Acquisitions
 

The Company evaluates acquisitions pursuant to ASC 805, " Business Combinations,” to determine whether the acquisition should be classified as either an asset
acquisition or a business combination. Acquisitions for which substantially all of the fair value of the gross assets acquired are concentrated in a single identifiable asset or a
group of similar identifiable assets are accounted for as an asset acquisition. For acquisitions of an asset or a group of assets that does not constitute a business, the Company
applies ASC 805-50 which provides guidance on acquisitions of assets rather than a business. Acquisitions of assets are accounted for using the cost accumulation and allocation
model. For asset acquisitions, the Company allocates the purchase price of these acquired assets on a relative fair value basis and capitalizes direct acquisition related costs as part
of the purchase price. Acquisition costs that do not meet the criteria to be capitalized are expensed as incurred and presented in general and administrative costs in the
consolidated statements of operations, if any.

 
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
 

As a smaller reporting company, as defined in Rule 12b-2 of the Exchange Act, we are not required to provide the information required by this Item.
 
ITEM 4. CONTROLS AND PROCEDURES  
 
Evaluation of Disclosure Controls and Procedures

 
Management, with the participation of the Company’s Chief Executive Officer, who serves as the principal executive officer, and Chief Financial Officer, who serves as the

principal financial officer, evaluated the effectiveness of the Company’s disclosure controls and procedures as of June 30, 2026. Disclosure controls and procedures are designed
to ensure that information required to be disclosed in reports filed or submitted under the Securities Exchange Act of 1934, as amended (the "Exchange Act”), is recorded,
processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated and communicated to management,
including the principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding required disclosure.

 
As previously disclosed in the Company’s Annual Report on Form 10-K for the year ended December 31, 2025, management identified material weaknesses in internal

control over financial reporting related to (i) insufficient segregation of duties resulting from limited accounting personnel and (ii) the lack of a complete set of formalized
accounting policies, procedures, and controls. Because of these material weaknesses, the Company’s Chief Executive Officer and Chief Financial Officer concluded that the
Company’s disclosure controls and procedures were not effective as of June 30, 2026.

 
Notwithstanding the material weaknesses described above, management believes that the condensed consolidated financial statements included in this Quarterly Report

on Form 10-Q fairly present, in all material respects, the Company’s financial position, results of operations and cash flows for the periods presented.
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Material Weaknesses in Internal Control over Financial Reporting
 

As reported in the Company’s Annual Report on Form 10-K for the year ended December 31, 2025, management identified material weaknesses in the Company’s internal
control over financial reporting. Specifically, the Company did not maintain sufficient segregation of duties within its accounting and financial reporting functions due to limited
personnel resources and did not maintain a complete set of formalized accounting policies, procedures, and controls necessary for effective financial reporting.
 

These material weaknesses create a reasonable possibility that a material misstatement of the Company’s annual or interim consolidated financial statements would not be
prevented or detected on a timely basis.

 
Plan for Remediation of Material Weakness

 
We are implementing additional policies and procedures to remedy our effectiveness and have continued to actively upgrade our accounting software, seeking additional

staff and incorporating a general set of policies and controls. We have engaged third parties to assist in the documentation of our corporate policies and to further address our
personnel needs. The remediation efforts remain ongoing and have not yet been completed or fully tested. Accordingly, the material weaknesses cannot be considered remediated
until the applicable controls have operated for a sufficient period of time and management has completed testing and concluded that the controls are operating effectively.
 
Changes in Internal Control over Financial Reporting
 

Other than the ongoing remediation activities described above, there were no indications of changes in our internal control over financial reporting (as such term is
defined in Rules 13a-15(f) and 15d-15(f) of the Exchange Act) during the quarter ended June 30, 2026 that have materially affected, or are reasonably likely to materially affect, our
internal control over financial reporting.
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PART II: OTHER INFORMATION
 

ITEM 1. LEGAL PROCEEDINGS
 

From time to time, the Company may become involved in litigation relating to claims arising out of our operations in the normal course of business. The Company is not
currently involved in any pending legal proceeding or litigation, and to the best of our knowledge, no governmental authority is contemplating any proceeding to which the
Company is a party or to which any of the Company’s properties is subject, which would reasonably be likely to have a material adverse effect on the Company’s business,
financial condition and operating results.

 
Item 1A. Risk Factors.
 

In addition to the other information set forth in this report, you should carefully consider the factors discussed in the section entitled "Risk Factors” in the Form 10-K for
the year ended December 31, 2025, as filed on March 31, 2026. The risks described in the Form 10-K are not the only risks facing us. Additional risks and uncertainties not currently
known to us or that we currently deem to be immaterial also may materially adversely affect our business, financial condition and/or operating results. There have been no material
changes to our risk factors from those set forth in our Form 10-K.

 
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
 

All information related to equity securities sold by us during the period covered by this report that were not registered under the Securities Act have been included in our
Form 10-K filings, 10-Q filings or in a Form 8-K filing.

 
Purchases of Equity Securities by the Issuer and Affiliated Purchasers

 
During the six months ended June 30, 2026, the Company repurchased an aggregate of 474,630 shares of its common stock under its Treasury Stock Repurchase Program

for total consideration of $2,315,682. All shares repurchased were recorded as treasury stock and are reflected as a reduction of stockholders’ equity in the accompanying
consolidated balance sheet. The following table sets forth information regarding purchases made by or on behalf of the Company or any affiliated purchaser of shares of the
Company’s common stock during the six months ended June 30, 2026:
 

Issuer Purchases of Equity Securities  

Period  

Total Number 
of Shares 
Purchased   

Average Price 
Paid per Share   

Total Number 
of Shares 

Purchased as 
Part of Publicly 

Announced 
Plans or 
Programs   

Maximum 
Approximate 

Dollar Value of 
Shares that 
May Yet Be 
Purchased 

Under the Plans 
or Programs  

January 1-31, 2026   140,815  $ 5.19   140,815  $ 1,592,587 
February 1-28, 2026   -  $ -   -  $ 1,592,857 
March 1-31, 2026   -  $ -   -  $ 1,592,857 
April 1-30, 2026   96,731  $ 4.05   96,731  $ 1,200,636 
May 1-31, 2026   -  $ -   -  $ 1,200,636 
June 1-30, 2026   237,084  $ 5.03   237,084  $ 8,284 
Total   474,630  $ 4.88   474,630  $ 8,284 
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ITEM 3. DEFAULTS UPON SENIOR SECURITIES
 

None.
 
ITEM 4. MINE SAFETY DISCLOSURES
 

Not applicable.
 
ITEM 5. OTHER INFORMATION
 

During the period covered by this Quarterly Report, none of the Company’s directors or executive officers has adopted, modified, or terminated a Rule 10b5-1 trading
arrangement or a non-Rule 10b5-1 trading arrangement (each as defined in Item 408 of Regulation S-K under the Securities Exchange Act of 1934, as amended).

 
ITEM 6. EXHIBITS
 
Exhibit No.  Index to Exhibits
   
10.1  Employment Agreement between Safe Pro Group Inc. and Jarret Mathews dated April 1, 2026 (incorporated by reference to Exhibit 10.1 of the Form 8-K filed April 3,

2026)
   
10.2  Amendment No. 3 to Employment Agreement between Safe Pro Group Inc. and Theresa Carlise, dated April 1, 2026 (incorporated by reference to Exhibit 10.2 of the

Form 8-K filed April 3, 2026)
   
10.3  Amendment No. 4 to Employment Agreement between Safe Pro Group Inc. and Theresa Carlise, dated May 27, 2026 (incorporated by reference to Exhibit 10.1 of the

Form 8-K filed May 29, 2026)
   
31.1  Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
   
31.2  Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
   
32.1  Certification of Principal Executive Officer and Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

https://www.sec.gov/Archives/edgar/data/2011208/000149315226015137/ex10-1.htm
https://www.sec.gov/Archives/edgar/data/2011208/000149315226015137/ex10-2.htm
https://www.sec.gov/Archives/edgar/data/2011208/000149315226026373/ex10-1.htm


   
101.ins  Inline XBRL Instance Document
101.sch  Inline XBRL Taxonomy Schema Document
101.cal  Inline XBRL Taxonomy Calculation Document
101.def  Inline XBRL Taxonomy Linkbase Document
101.lab  Inline XBRL Taxonomy Label Linkbase Document
101.pre  Inline XBRL Taxonomy Presentation Linkbase Document
104  Cover Page Interactive Data File (embedded within the Inline XBRL document)
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SIGNATURES
 

In accordance with the requirements of the Exchange Act, the registrant caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.
 
Dated: August 14, 2026 SAFE PRO GROUP INC.
   
 By: /s/ Daniyel Erdberg
  Daniyel Erdberg
  Chairman and Chief Executive Officer
  (principal executive officer)
   
  /s/ Theresa Carlise
  Theresa Carlise
  Chief Financial Officer, Treasurer & Assistant Secretary
  (principal financial and accounting officer)
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Exhibit 31.1

 
CERTIFICATIONS

 
I, Daniyel Erdberg, certify that:

 
1. I have reviewed this quarterly report on Form 10-Q of Safe Pro Group Inc. for the quarter ended June 30, 2026;
 
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; and
 
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 the 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.
 
Date: August 14, 2026 /s/ Daniyel Erdberg
 Daniyel Erdberg
 Chairman and Chief Executive Officer (principal executive officer)
 
 

 



 
Exhibit 31.2

 
CERTIFICATIONS

 
I, Theresa Carlise, certify that:
 
1. I have reviewed this quarterly report on Form 10-Q of Safe Pro Group Inc. for the quarter ended June 30, 2026;
 
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; and
 
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 the 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.
 
Date: August 14, 2026 /s/ Theresa Carlise
 Theresa Carlise
 Chief Financial Officer, Treasurer & Assistant Secretary (principal financial and

accounting officer)
 

 

 



 
Exhibit 32.1

 
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Quarterly Report of Safe Pro Group Inc. (the “Company”) on Form 10-Q for the fiscal period ended June 30, 2026 as filed with the Securities and Exchange
Commission on the date hereof (the “Report”), I, Daniyel Erdberg, Chief Executive Officer of the Company, and I, Theresa Carlise, Chief Financial Officer of the Company, duly
certify pursuant to 18 U.S.C. section 1350 of the Sarbanes-Oxley Act of 2002, 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 results of operations of the Company.
 
Dated: August 14, 2026  
  
 By: /s/ Daniyel Erdberg
  Daniyel Erdberg
  Chairman and Chief Executive Officer
  (principal executive officer)
   
  /s/ Theresa Carlise
  Theresa Carlise
  Chief Financial Officer, Treasurer & Assistant Secretary
  (principal financial and accounting officer)
 
A signed original of this written statement required by Section 906, or other document authenticating, acknowledging, or otherwise adopting the signature that appears in typed
form within the electronic version of this written statement has been provided to the Company and will be retained by the Company and furnished to the Securities and Exchange
Commission or its staff upon request.
 
 

 


