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The information in this preliminary prospectus is not complete and may be changed. We may not sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. This preliminary
prospectus is not an offer to sell nor does it seek an offer to buy these securities in any jurisdiction where the offer or
sale is not permitted.

PROSPECTUS (Subject to Completion)
dated July 1, 2011

22,588,332 Shares

Common Stock

This Prospectus relates to the offer and sale of up to 22,588,332 shares of our common stock, par value $0.00001 per
share, which may be resold from time to time by the selling stockholders identified in this prospectus. All 22,588,332
shares were issued and sold to the selling stockholders in two private placements in reliance on Section 4(2) of the
Securities Act of 1933, as amended (Securities Act), and/or Rule 506 promulgated thereunder, at a purchase price of
$0.075 per share, resulting in aggregate gross proceeds to us of $1,694,125. The private placements closed on May 4,
2011 and May 27, 2011.

Pursuant to registration rights agreements entered into in connection with the private placements, we agreed to register
for resale the shares of common stock issued to the selling stockholders. We are not selling any common stock under
this prospectus and will not receive any proceeds from the sale of shares by the selling stockholders.

The selling stockholders may sell the shares from time to time at the market price prevailing on the Over The Counter
Bulletin Board at the time of offer and sale, or at prices related to such prevailing market prices, in negotiated
transactions or in a combination of such methods of sale directly or through brokers. See “Plan of Distribution”
beginning on page 56 for additional information on how the selling stockholders may conduct sales of their shares of
common stock.

Other than underwriting discounts and commissions and legal fees of any of the selling stockholders, we have agreed
to bear all expenses incurred in connection with registration of the common stock offered by the selling stockholders.

Our common stock is traded on the OTCBB under the symbol “WSGI.” On June 28, 2011, the closing price of our
common stock was $0.11 per share.

Investing in our common stock involves a high degree of risk. See “Risk Factors” beginning on page 3 for certain risks
you should consider before purchasing any shares.

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

criminal offense.

The date of this prospectus is , 2011
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You should rely only on the information contained in this prospectus. We have not authorized anyone to provide you
with additional information or information different from that contained in this prospectus. No offer to sell these
securities shall be made in any jurisdiction where an offer or sale is not permitted. You should assume that the
information contained in this prospectus is accurate only as of the date on the front cover of this prospectus, regardless
of the time of delivery of this prospectus or of any sale of our common stock. Our business, prospects, financial
condition and results of operations may have changed.

This document may only be used where it is legal to sell these securities. Certain jurisdictions may restrict the
distribution of these documents and the offering of these securities. We require persons receiving these documents to
inform themselves about, and to observe any, such restrictions. We have not taken any action that would permit an
offering of these securities or the distribution of this prospectus in any jurisdiction where action for that purpose is
required.

Market, Industry and Other Data

Unless otherwise indicated, information contained in this prospectus concerning our industry and the market in which
we operate, including our general expectations and market position, market opportunity and market size, is based on
information from various sources, on assumptions that we have made that are based on those data and other similar
sources, and on our knowledge of the markets for our products. This information involves a number of assumptions
and limitations, and you are cautioned not to give undue weight to such information or estimates. We have not
independently verified any third-party information and cannot assure you of its accuracy or completeness. While we
believe the market position, market opportunity and market size information included in this prospectus is generally
reliable, such information is inherently imprecise. None of our estimates have been verified by any independent
source. In addition, projections, assumptions and estimates of our future performance and the future performance of
the industry in which we operate is necessarily subject to a high degree of uncertainty and risk and are subject to
change due to a variety of factors, including those described in “Risk Factors” and elsewhere in this prospectus. These
and other factors could cause results to differ materially from those expressed in the estimates made by the
independent parties and by us.
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PROSPECTUS SUMMARY

The following summary highlights information contained elsewhere in this prospectus and does not contain all of the
information that you should consider in making your investment decision. Before investing in our common stock, you
should carefully read this entire prospectus, including our consolidated financial statements and the related notes
included in this prospectus and the information set forth under the headings “Risk Factors” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” Investing in our common stock involves
risks. See “Risk Factors” beginning on page 3.

Our Company and Business

We design, develop, market and sell autonomous lighter-than-air (LTA) unmanned aerial vehicles (UAVs) capable of
carrying payloads that provide persistent security and/or wireless communications from air to ground solutions at low,
mid and high altitudes. Our airships, when integrated with electronics systems and other high technology payloads, are
designed for use by government-related and commercial entities that require real-time intelligence, surveillance and
reconnaissance or communications support for military, homeland defense, border control, drug interdiction, natural
disaster relief and maritime missions.

Through our wholly owned subsidiary Global Telesat Corp. (GTC), we provide mobile voice and data
communications services globally via satellite to the U.S. government and defense industry end users. GTC
specializes in services related to the Globalstar satellite constellation, including ground station construction, satellite
telecommunications voice airtime and tracking services. GTC is also an authorized reseller of satellite
telecommunications services offered by other leading satellite network providers such as Inmarsat, Iridium and
Thuraya. GTC’s equipment is installed in various ground stations across Africa, Asia, Australia, Europe and South
America.

Corporate Information

From 2002 to 2007, we were involved in the following businesses through various subsidiaries, all of which
operations we have discontinued except the airship business:

o stored value card services;

wholesale telecommunications services;

voice over IP;

wireless broadband; and

high altitude airships.

In 2007, we began focusing exclusively on the LTA UAV market opportunities through our wholly owned subsidiary
at the time, Sanswire Networks LLC. On September 22, 2008 we filed a Certificate of Merger with the Secretary of
State of the State of Delaware pursuant to which our newly formed wholly-owned subsidiary, Sanswire Corp., a
Delaware corporation, was merged into us and our corporate name was changed from GlobeTel Communications
Corp. to Sanswire Corp. Effective April 19, 2011, we merged a newly created, wholly-owned Delaware subsidiary,
World Surveillance Group Inc., with and into us, with our company being the surviving corporation. Our Restated
Certificate of Incorporation is the charter of the surviving corporation except that our name has been changed to
World Surveillance Group Inc. In connection with the change of our corporate name, effective April 25th our stock
ticker symbol, under which our common stock is now traded, was changed to “WSGI”.

On May 25, 2011 we completed our acquisition of privately-held Global Telesat Corp. We acquired 100% of the
issued and outstanding securities of GTC, making GTC a wholly owned subsidiary of the Company. GTC supplies
satellite based tracking and communication solutions to the U.S. Government and commercial customers.
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Our current principal office is at State Road 405, Building M6-306A, Room 1400, Kennedy Space Center, FL. 32815,
our mailing address is Mail Code: SWC, Kennedy Space Center, FL. 32899, and our telephone number at that location
is (321) 452-3545. Our internet address is www.wsgi.com. Information contained on our website is not a part of this
prospectus and the inclusion of our website address in this prospectus is an inactive textual reference only. Unless
otherwise indicated or unless the context otherwise requires, all references in this document to “we,” “us,” “our,” the
“Company” and similar expressions are references to World Surveillance Group Inc. and, depending on the context, its

subsidiaries.

World Surveillance Group, the World Surveillance Group logo and other trademarks or service marks of World
Surveillance Group appearing in this prospectus are the property of World Surveillance Group Inc. Trade names,
trademarks and service marks of other companies appearing in this prospectus are the property of their respective
holders.

Risks Associated with Our Business

Our business is subject to numerous risks and uncertainties, including those highlighted in the section titled “Risk
Factors” immediately following this prospectus summary.

THE OFFERING
Common stock offered by us None
Common stock offered by selling stockholders 22,588,332
OTCBB stock symbol “WSGI”
Proceeds to us None
Risk factors Investing in our common stock involves certain
risks.

You should read “Risk Factors” beginning on page
3and the other information included in this
prospectus for a discussion of factors you should
carefully consider before deciding to purchase
shares of our common stock.
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RISK FACTORS

Investing in or purchasing shares of our common stock involves a high degree of risk. You should carefully consider
the risks and uncertainties described below, together with all of the other information in this prospectus, including our
consolidated financial statements and related notes, before deciding whether to purchase or invest in shares of our
common stock. If any of the following risks are realized, our business, financial condition, operating results and
prospects could be materially and adversely affected. In that event, the price of our common stock would likely
decline, and you could lose part or all of your investment in our common stock.

Risks Related to Our Business and Industry

We need to raise a significant amount of additional capital to continue our operations and such capital may be costly
and difficult to obtain.

We need to raise significant additional capital in order to meet our cash requirements to fully implement our business
plan and continue our operations during the next twelve months. As of March 31, 2011, we only had $8,577 of cash
and cash equivalents, we had negative working capital of $16,144,872 and we had a net loss from operations of
$684,180. We expect to use the funds to expand and accelerate our research and development efforts, increase our
manufacturing facilities, hire additional sales and other personnel, implement additional corporate governance
measures, attract independent board members and for other operating activities. We will, as we deem necessary and
prudent, continue to seek to raise additional capital through various financing alternatives, including the private or
public sale of equity or debt securities, bank financing or corporate partnering arrangements. We have a funding
commitment letter for $1.5 million from a third party, but it is subject to a number of conditions and we cannot assure
you that this funding will occur. We do not have any firm commitments for additional capital from third parties or
from our officers, directors or shareholders. Although our officers and directors or their affiliates have in the past
provided us with or helped us obtain capital, they are not legally bound to do so. We may not be able to raise
additional capital on terms acceptable to us or at all. In order to attract new investors and raise additional capital, we
may be forced to provide rights and preferences to new investors that are not available to current stockholders and that
may be adverse to existing investors. If we do not receive adequate additional financing on terms satisfactory to us on
a timely basis, or at all, we would not be able to meet our cash payment obligations or fully implement our business
plan. We would likely also have to delay, curtail, scale back or terminate some or all of our operations that could hurt
our future performance, prematurely sell some or all of our assets on undesirable terms, merge with or be acquired by
another company on unsatisfactory terms, or possibly shut down our operations.

We may not have enough authorized shares of common stock available to continue to fund our operations.

Based on our current capitalization, we have only approximately 2,557,641 shares of common stock that are not
otherwise reserved or allocated available to raise additional capital to finance our operations; pay outstanding debts,
judgments, settlements and other obligations; recruit, retain and motivate our employees, directors, consultants and
advisers; satisfy any future obligations triggered by a dilutive issuance; or for any other future issuance. Virtually our
entire authorized 500,000,000 shares of common stock are either outstanding or specifically reserved for other
existing obligations. In addition to selling either common stock or securities convertible into common stock as a way
to fund our operations, we have historically issued shares of our common stock to satisfy debt and other obligations,
as well as to compensate our employees and directors so as to preserve available cash for use in its research and
development efforts. Furthermore, we would not be able to afford to make payment of all of these obligations in cash
unless it is able to raise additional funds. Without stockholder approval of the Amended and Restated Certificate of
Incorporation to be voted on at our upcoming Annual Meeting of Stockholders which increases our authorized
common stock, we believe it would be virtually impossible for us to raise sufficient additional cash to cover the cash
payments that would be required to satisfy our existing obligations and to fund our development and corporate

10
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operations. If we do not receive an adequate amount of additional financing in the future or such financing does not
occur on a timely basis, we will be required to curtail our expenses by reducing research and development efforts or
by taking other steps that could hurt our future performance, including but not limited to, the premature sale of some
or all of our assets or product lines on undesirable terms, merger with or acquisition by another company on
unsatisfactory terms or the cessation of our operations.

11
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We have a history of operating losses that we anticipate will continue for the foreseeable future.

We have a history of losses from operations and we anticipate that for the foreseeable future, we will continue to
experience losses from operations. Those losses have resulted principally from costs incurred in our research and
development efforts, and from general and administrative costs associated with our business. We had a net loss from
operations of $684,180 for the three months ended March 31, 2011, a net loss from continuing operations of
$9,786,228 during 2010 and a net loss from continuing operations of $9,414,507 during 2009. Our accumulated
deficit through March 31, 2011 was $142,109,882. We expect to continue to incur net losses from operations for the
next several quarters if not for all of 2011 as we continue to develop and seek to commercialize our products.

We have incurred substantial indebtedness and may be unable to service our debt.

Our indebtedness at March 31, 2011 was $15,579,484. A portion of such indebtedness reflects judicial judgments
against us that could result in liens being placed on our bank accounts or assets. We are reviewing our ability to
further reduce this debt level due to the age and/or settlement of certain payables but we may not be able to do so.
This level of indebtedness could, among other things:

o make it difficult for us to make payments on this debt and other obligations;
o make it difficult for us to obtain future financing;
o require us to redirect significant amounts of cash from operations to servicing the debt;

erequire us to take measures such as the reduction in scale of our operations that might hurt our future performance
in order to satisfy our debt obligations; and
. make us more vulnerable to bankruptcy or an unwanted acquisition on terms unsatisfactory to us.

Our independent auditors have issued a report questioning our ability to continue as a going concern, which may
impair our ability to raise additional financing.

The report of our independent auditors contained in our consolidated financial statements for the years ended
December 31, 2010 and 2009 explains that we have incurred substantial operating losses and raises substantial doubt
about our ability to continue as a going concern. Analysts and investors view reports of independent auditors
questioning a company’s ability to continue as a going concern unfavorably. This report may make it difficult for us to
raise additional debt or equity financing necessary to continue our business operations and the development of our
airships. Potential investors should review this report before making a decision to invest in the Company.

We rely exclusively on our technical partner, Eastcor Engineering, for the development and commercialization of our
products.

We currently rely exclusively on our technical partner, Eastcor Engineering, for the development and
commercialization of our airships. We currently have no technical personnel as employees of the Company. While we
believe the relationship with Eastcor to be very strong, there is no assurance that it will always remain so. If this
relationship were to break down or terminate or if we were to lose the services of Eastcor, since we do not have an
alternative technical partner, it would cause a significant delay in our ability to continue to develop, manufacture and
sell our airships, postpone commercial revenue to us and increase the costs related to such development and
commercialization. Pursuant to a Settlement Agreement, we recently terminated all the existing agreements we had
with TAO Technologies, our former technology partner, and have dissolved the joint venture we had with TAO.
While we are open to discussing with TAO a potential future relationship, there can be no assurance that a future
relationship will exist or what the terms of any such a relationship could be.

12
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Our subsidiary GTC relies heavily on the Globalstar satellite network to provide its services and generate revenue.

GTC specializes in services offered through the Globalstar satellite network, and thus its future revenue growth from
this part of the business is directly related to the reliability of the Globalstar network. The Globalstar satellite
constellation has deteriorated over time resulting in substantially reduced ability to provide two-way communications,
although the constellation continues to provide reliable one-way communications. The deterioration has had a
significant negative impact on Globalstar’s financial results from 2007 through today and has also impacted GTC’s
ability to provide reliable service on certain government contracts awarded to GTC to provide satellite airtime minutes
through the Globalstar network. Globalstar is currently in the process of launching 24 second-generation satellites.

Six of these were successfully launched in October 2010 and eight more are planned before the end of 2011.
Assuming these launches have the intended results, this should result in a much improved two-way communications
service which will help GTC to provide significantly more reliable service to customers.

The acquisition of GTC may not be accretive and may cause dilution to our earnings per share, which may negatively
affect the market price of our common stock.

As we only recently acquired GTC, we are uncertain as to whether GTC will be accretive to our net income per share.
We may encounter additional transaction-related costs or other factors such as the failure to realize all of the benefits
anticipated in the acquisition. All of these factors could cause dilution to our earnings per share or decrease or delay
any accretive effect of the acquisition and cause a decrease in the market price of our common stock.

Combining our business with GTC may be more difficult, costly or time-consuming than expected, which may
adversely affect our results of operations and adversely affect the value of our common stock following the
acquisition.

We completed the GTC acquisition because we believe that the acquisition will be beneficial to our company and our
stockholders. The success of the acquisition will depend, in part, on our and GTC’s ability to realize the anticipated
benefits and synergies from combining our businesses. To realize these anticipated benefits, we must successfully
combine our businesses in an efficient and effective manner. If we are not able to achieve these objectives within the
anticipated time frame, or at all, the anticipated benefits and cost savings of the acquisition may not be realized fully,
or at all, or may take longer to realize than expected, and the value of our common stock may be adversely affected.

We and GTC have operated independently of each other. It is possible that the integration process could result in the
loss of key employees, the disruption of each company’s ongoing business or inconsistencies in standards, controls,
procedures and policies that adversely affect our or GTC’s ability to maintain relationships with customers, employees,
suppliers and other business partners following the acquisition or to achieve the anticipated benefits of the acquisition.
Specifically, issues that must be addressed in integrating the operations of GTC into our operations in order to realize
the anticipated benefits of the acquisition include, among other things:

eintegrating and optimizing the utilization of the properties, equipment, suppliers, distribution channels,
manufacturing, marketing, promotion and sales activities and information technologies;

eintegrating and expanding product offerings and opportunities;

econsolidating corporate and administrative infrastructures;

14
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ecoordinating geographically dispersed organizations;

eretaining existing customers and attracting new customers as well as leveraging the customer and partner
relationships of the parties; and

econforming standards, controls, procedures and policies, business cultures and compensation structures between the
companies.

Integration efforts between the two companies will also divert management attention and resources. An inability to
realize the full extent of the anticipated benefits of the acquisition, as well as any delays encountered in the integration
process, could have an adverse effect upon our results of operations, which may affect adversely the value of our
common stock after the acquisition.

In addition, the actual integration may result in additional and unforeseen expenses, and the anticipated benefits of the
integration plan may not be realized. Actual synergies, if achieved at all, may be lower than what we expect and may
take longer to achieve than anticipated. If we are not able to adequately address these challenges, we may be unable to
successfully integrate GTC’s operations into our own or to realize the anticipated benefits of the integration of the two
companies.

The financial results of the combined company may materially differ from the pro forma financial information that
will be presented in the Current Report on Form 8-K that we will file with the SEC.

The historical pro forma financial information to be presented in the Current Report on Form 8-K that we will file
with the SEC will reflect the estimates, assumptions and judgments made by management of the Company and GTC.
These estimates, assumptions and judgments will affect the reported amounts of assets and liabilities as of the dates
presented as well as revenue and expenses reported for the periods presented. The resolution of differences between
the two companies’ accounting policies and methods, including estimates, assumptions and judgments, may result in
materially different financial information than is presented in the pro forma financial statements.

We may pursue other strategic transactions in the future, which could be difficult to implement, disrupt our business
or change our business profile significantly.

We entered into a joint venture in 2008 with our then technology partner TAO Technologies. Although we are open to
discussing a potential future relationship with TAO, we have terminated all of the agreements between us and TAO
and we have dissolved the joint venture. We will continue to consider potential strategic transactions, which could
involve acquisitions or dispositions of businesses or assets, joint ventures or investments in businesses, products or
technologies that expand, complement or otherwise relate to our current or future business. We may also consider,
from time to time, opportunities to engage in joint ventures or other business collaborations with third parties to
address particular market segments. These activities create risks such as: (i) the need to integrate and manage the
businesses and products acquired with our own business and products, (ii) additional demands on our resources,
systems, procedures and controls, (iii) disruption of our ongoing business, and (iv) diversion of management’s
attention from other business concerns. Moreover, these transactions could involve: (a) substantial investment of
funds or financings by issuance of debt or equity securities; (b) substantial investment with respect to technology
transfers and operational integration; and (c) the acquisition or disposition of product lines or businesses. Also, such
activities could result in one-time charges and expenses and have the potential to either dilute the interests of existing
shareholders or result in the issuance of, or assumption of debt. Such acquisitions, investments, joint ventures or other
business collaborations may involve significant commitments of financial and other resources of our company. Any
such activity may not be successful in generating revenue, income or other returns to us, and the resources committed
to such activities will not be available to us for other purposes. Moreover, if we are unable to access capital markets
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on acceptable terms or at all, we may not be able to consummate acquisitions, or may have to do so on the basis of a
less than optimal capital structure. Our inability: (i) to take advantage of growth opportunities for our business or for
our products, or (ii) to address risks associated with acquisitions or investments in businesses, may negatively affect
our operating results. Additionally, any impairment of goodwill or other intangible assets acquired in an acquisition or
in an investment, or charges to earnings associated with any acquisition or investment activity, may materially reduce
our earnings. These future acquisitions or joint ventures may not result in their anticipated benefits and we may not be
able to properly integrate acquired products, technologies or businesses, with our existing products and operations or
combine personnel and cultures. Failure to do so could deprive us of the intended benefits of those acquisitions.
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Product development is a long, expensive and uncertain process.

The development of LTA UAVs is a costly, complex and time-consuming process, and the investment in product
development often involves a long wait until a return, if any, is achieved on such investment. We make and will
continue to make significant investments in research and development relating to our airships and our other
businesses. Investments in new technology and processes are inherently speculative. We have experienced numerous
setbacks and delays in our research and development efforts and may encounter further obstacles in the course of the
development of additional technologies and products. We may not be able to overcome these obstacles or may have to
expend significant additional funds and time. Technical obstacles and challenges we encounter in our research and
development process may result in delays in or abandonment of product commercialization, may substantially
increase the costs of development, and may negatively affect our results of operations.

Successful technical development of our products does not guarantee successful commercialization.

We may successfully complete the technical development for one or all of our product development programs, but
still fail to develop a commercially successful product for a number of reasons, including among others the following:

. failure to obtain the required regulatory approvals for their use;
o prohibitive production costs;
o competing products;
o lack of innovation of the product;
° ineffective distribution and marketing;
. lack of sufficient cooperation from our partners; and
o demonstrations of the airships not aligning with or meeting customer needs.

We have not yet sold any of our airships in the commercial marketplace and our success in the market for the products
we develop will depend largely on our ability to prove our airships’ capabilities. Upon demonstration, our airships may
not have the capabilities they were designed to have or that we believed they would have. Furthermore, even if we do
successfully demonstrate our airships’ capabilities, potential customers may be more comfortable doing business with a
larger, more established, more proven company than us. Moreover, competing products may prevent us from gaining
wide market acceptance of our products. Significant revenue from new product investments may not be achieved for a
number of years, if at all.

GTC has developed various simplex satellite tracking devices that are capable of transmitting locational and other
information from any location within the Globalstar satellite network. GTC intends to apply for certification to sell
these devices globally and plans to have a worldwide target customer base with no cost basis on the monthly service
plans sold with each device. There is no guarantee that GTC will be, however, able to certify its tracking devices.
Moreover, in the past, the Company has dealt specifically with U.S. government customers but intends to try to
expand this customer base and make maximum use of the free accounts to generate increased revenue. We cannot
assure you, however, that GTC will be successful doing so.
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Our potential customers are likely to be government or government-related entities that are subject to appropriations
by Congress and reduced funding for defense procurement and research and development programs would likely
adversely impact our ability to generate revenues.

We anticipate that the majority of our revenue (for both our airships and GTC) at least in the foreseeable future will
come from U.S. government and government-related entities, including both the Department of Defense and other
departments and agencies. Government programs that we may seek to participate in and contracts for the construction
of satellite ground stations must compete with other programs for consideration during Congress’ budget and
appropriations hearings, and may be affected by changes not only in political power and appointments but also general
economic conditions and other factors beyond our control. Reductions, extensions or terminations in a program that
we are seeking to participate in or overall defense or other spending could adversely affect our ability to generate
revenues and realize any profits. We cannot predict whether potential changes in security, defense, communications
and intelligence priorities will afford opportunities for our business in terms of research and development or product
contracts, but any reduction in government spending on such programs could negatively impact our ability to generate
revenues.

We may not qualify as a U.S. government contractor, and if we do, we will be subject to a number of procurement
rules and regulations.

We have not yet been qualified to be a contractor, and have done no business yet, with the U.S. Government (although
our recently acquired subsidiary GTC has done so) and if we fail to so qualify, our ability to generate revenues would
be severely affected. If we do so qualify, to do business with the U.S. government, we will be required to comply with
and will be affected by laws and regulations relating to the award, administration and performance of U.S. contracts,
as is GTC. Government contract laws and regulations affect how we will do business with our customers, and in some
instances, will impose added costs on our business. A violation of specific laws and regulations could result in the
imposition of fines and penalties, the termination of any then existing contracts or the inability to bid on future
contracts.

Our airships are subject to significant governmental regulation that could significantly increase our research and
development costs and could limit our ability to generate revenues.

Our airships are subject to regulation by the Federal Aviation Administration (FAA), which currently does not allow
any untethered flights by UAVs in commercial airspace in the U.S. and is evaluating how to address such flights by
UAVs in U.S. commercial airspace. This increases our costs of research and development by requiring us to procure
access to restricted airspace for our testing and demonstrations of our airships. We do not know if or when these
regulations may change. If the FAA continues to prohibit flights by UAVs, our ability to generate revenues may be
significantly adversely affected. International sales of our products may also be subject to U.S. laws, regulations and
policies like the International Traffic in Arms Regulations (ITAR) and other export laws and regulations and may be
subject to first obtaining licenses, clearances or authorizations from various regulatory entities. If we are not allowed
to export our airships or the clearance process is burdensome, our ability to generate revenue would be adversely
affected. The failure to comply with any of these regulations could adversely affect our ability to conduct our business
and generate revenues as well as increasing our operating costs.

The nature of our business involves significant risks and uncertainties that may not be covered by insurance or
indemnity.

We develop and sell products where insurance or indemnification may not be available, including:
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Designing, developing and producing products using advanced and unproven technologies and airships in
intelligence and homeland security applications that operate in high demand, high risk situations; and
® Designing developing and producing products to collect, distribute and analyze various types of information.
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Failure of our airships could result in loss of life or property damage. Certain products may raise questions with
respect to issues of civil liberties, intellectual property, trespass, conversion and similar concepts, which may raise
new legal issues. Indemnification to cover potential claims or liabilities resulting from a failure of technologies
developed or deployed may be available in certain circumstances but not in others. We are not able to maintain
insurance to protect against all operational risks and uncertainties. Substantial claims resulting from an accident,
failure of our product, or liability arising from our products in excess of any indemnity or insurance coverage (or for
which indemnity or insurance is not available or was not obtained) could harm our financial condition, cash flows, and
operating results. Any accident, even if fully covered or insured, could negatively affect our reputation among our
customers and the public, and make it more difficult for us to compete effectively.

We compete with companies that have significantly more resources than us and already have government contracts for
the development of an airship.

A number of our competitors have received considerable funding from government or government-related sources to
develop and build a mid- or high-altitude UAV. Most of these organizations and many of our other competitors have
greater financial, technical, manufacturing, marketing and sales resources and capabilities than we do. Our products
will compete both with not only other lighter-than-air UAVs but also with heavier-than-air fixed wing aircraft,
manned aircraft, communications satellites, and tethered aerostats and balloons. We anticipate increasing competition
as a result of defense industry consolidation, which has enabled companies to enhance their competitive position and
ability to compete against us. In addition, other companies may introduce competing airships or solutions based on
alternative technologies that may adversely affect our competitive position. As a result, our products may become less
or non-competitive or obsolete. If we are not able to compete successfully against our current and future competitors,
we may fail to generate revenues and our financial condition would be adversely affected.

We are subject to a number of lawsuits that could result in material judgments against us.

We are defendants in a number of litigation matters and are subject to various other claims and demands mostly
related to the operation of the Company’s business by prior management. These matters may divert financial and
management resources that would otherwise be used to benefit our operations. We intend to aggressively defend
ourselves in each of these proceedings but no assurances can be give that the results of these matters will be favorable
to us. An adverse resolution or outcome of any of these lawsuits, claims or demands that cannot be predicted with
certainty or potential settlements of such matters could adversely affect our business and financial condition, or could
result in us having to issue freely tradable shares which could hurt our share price. Any claims and litigation, even if
fully reserved or insured for, could negatively impact our reputation among our customers and the public and make it
more difficult for us to raise capital, secure contracts or to compete effectively.

If we fail to protect our intellectual property rights, we could lose our ability to compete in the marketplace.

Our intellectual property and proprietary rights are one of the keys to our performance and ability to remain
competitive and are necessary for the success of our products and our business. Patent protection can be limited and
not all intellectual property is or can be patented. We rely on a combination of patent, trademark, copyright, and trade
secret laws as well as confidentiality agreements and procedures, non-compete agreements and other contractual
provisions to protect our intellectual property, other proprietary rights and our brand. We have little protection when
we must rely on trade secrets and nondisclosure agreements. Our intellectual property rights may be challenged,
invalidated or circumvented by third parties. We may not be able to prevent the unauthorized disclosure or use of our
technical knowledge or other trade secrets by employees or competitors. Furthermore, our competitors may
independently develop technologies and products that are substantially equivalent or superior to our technologies
and/or products, which could result in decreased revenues. Moreover, the laws of foreign countries may not protect
our intellectual property rights to the same extent as the laws of the U.S. Litigation may be necessary to enforce our
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intellectual property rights which could result in substantial costs to us and substantial diversion of management
attention. If we do not adequately protect our intellectual property, our competitors could use it to enhance their
products. Our inability to adequately protect our intellectual property rights could adversely affect our business and
financial condition, and the value of our brand and other intangible assets.
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Other companies may claim that we infringe their intellectual property, which could materially increase our costs and
harm our ability to generate future revenue and profit.

We do not believe our airship technologies infringe the proprietary rights of any third party, but claims of
infringement are becoming increasingly common and third parties may assert infringement claims against us. It may
be difficult or impossible to identify, prior to receipt of notice from a third party, the trade secrets, patent position or
other intellectual property rights of a third party, either in the United States or in foreign jurisdictions. Any such
assertion may result in litigation or may require us to obtain a license for the intellectual property rights of third
parties. If we are required to obtain licenses to use any third party technology, we would have to pay royalties, which
may significantly reduce any profit on our products. In addition, any such litigation could be expensive and disruptive
to our ability to generate revenue or enter into new market opportunities. If any of our products were found to infringe
other parties’ proprietary rights and we are unable to come to terms regarding a license with such parties, we may be
forced to modify our products to make them non-infringing or to cease production of such products altogether.

If we are unable to recruit and retain key management, technical and sales personnel, our business would be
negatively affected.

For our business to be successful, we need to attract and retain highly qualified technical, management and sales
personnel. As of May 31, 2011 we employed 5 employees and relied heavily on outside partners and contractors. We
currently have minimal ability to issue options to employees since only approximately 2 million shares of common
stock remain available for grant under our current stock option plan. If our stockholders do not approve our new
equity compensation incentive plan at our upcoming annual meeting of stockholders, we would not have a continued
ability to make grants of options, restricted stock and other awards to its employees, officers, directors, consultants
and advisors, and we would suffer a severe competitive disadvantage in the recruitment, retention and motivation of
such personnel. The failure to recruit additional key personnel when needed with specific qualifications and on
acceptable terms might impede our ability to continue to develop, commercialize and sell our products. To the extent
the demand for skilled personnel exceeds supply, we could experience higher labor, recruiting and training costs in
order to attract and retain such employees. The loss of any members of our management team may also delay or
impair achievement of our business objectives and result in business disruptions due to the time needed for their
replacements to be recruited and become familiar with our business. We face competition for qualified personnel from
other companies with significantly more resources available to them and thus may not be able to attract the level of
personnel needed for our business to succeed.

The control deficiencies in our internal control over financial reporting may until remedied cause errors in our
financial statements or cause our filings with the Securities and Exchange Commission (SEC) to not be timely.

We have identified control deficiencies in our internal control over financial reporting as of the evaluation done by
management as of March 31, 2011. If our internal control over financial reporting or disclosure controls and
procedures are not effective, there may be errors in our financial statements that could require a restatement or our
filings may not be timely made with the SEC. Based on the work undertaken and performed by us, however, we
believe the consolidated financial statements contained in our reports filed with the SEC are fairly stated in all
material respects in accordance with GAAP for each of the periods presented. We are implementing additional
corporate governance and control measures to strengthen our control environment, but we may not achieve our desired
objectives. Moreover, no control environment, no matter how well designed and operated, can prevent or detect all
errors or fraud. We may identify material weaknesses and control deficiencies in our internal control over financial
reporting in the future that may require remediation and could lead investors losing confidence in our reported
financial information, which could lead to a decline in our stock price.
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Businesses we acquire may have disclosure controls and procedures and internal controls over financial reporting that
are weaker than or otherwise not in conformity with ours.

Upon consummating an acquisition, we seek to implement our disclosure controls and procedures as well as our
internal controls over financial reporting at the acquired company as promptly as possible. Depending upon the nature
of the business acquired, the implementation of our disclosure controls and procedures as well as the implementation
of our internal controls over financial reporting at an acquired company may be a lengthy process. We conduct due
diligence prior to consummating an acquisition; however, such diligence may not identify all material issues and our
integration efforts may periodically expose deficiencies in the disclosure controls and procedures as well as in internal
controls over financial reporting of an acquired company. If such deficiencies exist, we may not be in a position to
comply with our periodic reporting requirements and, as a result, our business and financial condition may be
materially harmed.

Risks Related To Ownership of Our Common Stock

Market volatility and fluctuations in our stock price and trading volume may cause sudden decreases in the value of an
investment in our common stock.

The market for our common stock is illiquid and subject to wide fluctuations in response to a number of factors,
including, but not limited to:

limited numbers of buyers and sellers in the market;
actual or anticipated variations in our results of operations;
our ability or inability to generate new revenues;
the development of our products; and
increased competition or technological innovations or new products by competitors.

The market price of our common stock has historically been, and we expect it to continue to be, volatile. The price of
our common stock has ranged from between $0.04 to $0.32 since January 1, 2010. In addition to the extremely
volatile nature of the stock market, our stock price has been affected by our own public announcements regarding such
things as financings and product development. Furthermore, our stock price may be impacted by factors that are
unrelated or disproportionate to our operating performance which include stock market fluctuations, general
economic, political and overall global market conditions, such as recessions, interest rates or international currency
fluctuations, in addition to market conditions in our industry. Consequently, events both within and beyond our
control may adversely affect the market price and liquidity of our common stock.

Sales of substantial amounts of our common stock in the public market could harm the market price of our common
stock.

The sale of a substantial number of shares of our common stock by stockholders could adversely affect the market
price of our shares. As of May 31, 2011, we had approximately 21,200 stockholders, many of whom have held their
shares for the required holding periods under Rule 144 promulgated pursuant to the Securities Act and thus would
hold freely tradable shares. Pursuant to registration rights agreements entered into in connection with the private
placements we closed on May 4 and May 27, 2011, we agreed to register for resale 22,588,332 shares of common
stock issued to the selling stockholders in the private placements and none of the selling stockholders are subject to
lock-up agreements. Once the registration statement we file in connection with the private placements is declared
effective by the SEC, the selling stockholders named therein will be able to resell publicly from time to time up to
22,588,332 shares of our common stock held by such selling stockholders. If the private placement shares are sold, or
if it is perceived they will be sold, the trading price of our common stock could decline. Because investors may be

24



Edgar Filing: World Surveillance Group Inc. - Form S-1

more reluctant to purchase shares of our common stock following substantial sales or issuances, the resale of the
shares of common stock issued in the private placement could impair our ability to raise capital in the near term.
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Future equity or convertible debenture financings will result in additional dilution of the ownership interest of our
existing investors and may have an adverse impact on the price of our common stock.

We expect that we will need to raise additional capital in the future to continue our operations. In fact, we intend to
raise capital for the construction by GTC of a ground station in India, among other reasons. Historically the primary
source of the additional capital we have raised has been equity and convertible debentures, and we expect that
equity-related instruments will continue to be a source of additional capital. Any future equity or convertible
debenture financings will dilute the ownership interest of our existing investors and may have an adverse impact on
the price of our common stock.

In addition, the terms of various securities we have issued provide for anti-dilution adjustments to their exercise or
conversion price in certain circumstances. Since their issuance, certain of our warrants have been re-priced numerous
times due to later sales deemed dilutive issuances under their terms. Additional dilutive issuances could trigger certain
of these anti-dilution provisions that could negatively impact the price of our common stock.

We have authorized preferred stock that can be designated by our board of directors without shareholder approval.

We have authorized 10,000,000 shares of preferred stock. The shares of preferred stock may be issued from time to
time in one or more series, each of which shall have distinctive designation or title as shall be determined by our board
of directors prior to the issuance of any shares thereof. The preferred stock shall have such voting powers, full or
limited, or no voting powers, and such preferences and relative, participating, optional or other special rights and such
qualifications, limitations or restrictions thereof as adopted by our board of directors. Because our board of directors is
able to designate the powers and preferences of the preferred stock without the vote of the holders of our common
stock, the holders of our common stock will have no control over what designations and preferences our preferred
stock will have. As a result of this, our board of directors could designate one or more series of preferred stock with
superior rights to the rights of the holders of our common stock.

Provisions in our charter documents and Delaware law may inhibit a takeover of us, which could limit the price
investors might be willing to pay in the future for our common stock and could entrench management.

Our restated certificate of incorporation and bylaws contain provisions that may discourage unsolicited takeover
proposals that stockholders may consider to be in their best interests. These provisions include:

e the ability of the board of directors to designate the terms of, and to issue new, series of preferred stock;
° advance notice requirements for nominations for election to the board of directors;
sthe ability of the board of directors to fix the number of directors and fill any vacancies or newly created
directorships;
o a classified board of directors;
o Limitations on the removal of directors;
. limitations on stockholders’ ability to call a special meeting of stockholders; and
o special voting requirements for the amendment of certain provisions of our bylaws.

We are also subject to anti-takeover provisions under Delaware law, which could delay or prevent a change of control.
Together, certain provisions of our certificate of incorporation and bylaws, and certain provisions of Delaware law,
may singularly and/or collectively make the removal of management more difficult and may discourage transactions
that otherwise could involve payment of a premium over prevailing market prices for our common stock.
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Since we have not paid dividends on our common stock, you may not receive income from your investment.

We have not paid dividends on our common stock and do not contemplate or anticipate paying any dividends on our
common stock in the foreseeable future. Earnings, if any, will likely be used to finance the development and
expansion of our business. Future dividends may also be limited by bank loan agreements or other financing
instruments we may enter into in the future. The declaration and payment of dividends will be at the discretion of our
board of directors

Investors may face significant restrictions on the resale of our common stock due to federal regulations of penny
stock.

Our common stock is subject to the requirements of Rule 15g-9, promulgated under the Exchange Act, as long as the
price of our common stock is below $5.00 per share. Under such rule, broker-dealers who recommend low-priced
securities to persons other than established customers and accredited investors must satisfy special sales practice
requirements, including a requirement that they make an individualized written suitability determination for the
purchaser and receive the purchaser's consent prior to the transaction. The Securities Enforcement Remedies and
Penny Stock Reform Act of 1990, also requires additional disclosure in connection with any trades involving a stock
defined as a penny stock. Generally, the SEC defines a penny stock as any equity security not traded on an exchange
or quoted on NASDAQ that has a market price of less than $5.00 per share. The required penny stock disclosures
include the delivery, prior to any transaction, of a disclosure schedule explaining the penny stock market and the risks
associated with it. In addition, various state securities laws impose restrictions on transferring penny stocks.
Furthermore, certain brokers or on-line trading houses may not accept our common stock for brokerage accounts at
their firms. Such requirements could severely limit the market liquidity of our securities and the ability of purchasers
to sell our securities in the secondary market

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus, including the sections entitled “Prospectus Summary,” “Risk Factors,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” and “Business,” contains forward-looking statements. All
statements contained in this prospectus that refer to future events or other non-historical matters are forward-looking
statements. In some cases you can identify these statements by forward-looking words such as “believe,” “may,” “will,”
“estimate,” “continue,” “anticipate,” “intend,” “could,” “would,” “project,” “plan,” “expect” or the negative or plural of these v
similar expressions. These forward-looking statements include, but are not limited to, statements concerning the

following:

LT3 LR INT3 99 ¢

eour need to raise significant additional capital to continue our operations;
eour lack of authorized shares of common stock if our amendment to our charter is not approved;
eour history of operating losses and our ability to continue as a going concern;
eour substantial indebtedness;
eour exclusive or heavy reliance on our technical partner and Globalstar;
eour ability to integrate the operations and products of GTC and to achieve the benefits and synergies of the

acquisitioin
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eour ability to successfully commercialize our products, deal with government customers or expand into new markets;
evarious government regulations regarding our products;
eour ability to successfully fight claims and litigations against us or to satisfy or settle existing judgments;
eour ability to protect our intellectual property and not infringe on others intellectual property rights;

* the attraction and retention of qualified employees and key personnel; and

13
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eother risk factors included under “Risk Factors” in this prospectus.

These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those
described in “Risk Factors.” Moreover, we operate in a very competitive and rapidly changing environment. New risks
emerge from time to time. It is not possible for our management to predict all risks, nor can we assess the impact of all
factors on our business or the extent to which any factor, or combination of factors, may cause actual results to differ
materially from those contained in any forward-looking statements we may make. In light of these risks, uncertainties
and assumptions, the forward-looking events and circumstances discussed in this prospectus may not occur and actual
results could differ materially and adversely from those anticipated or implied in the forward-looking statements.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the
expectations reflected in the forward-looking statements are reasonable, we cannot guarantee that the future results,
levels of activity, performance or events and circumstances reflected in the forward-looking statements will be
achieved or occur. Moreover, except as required by law, neither we nor any other person assumes responsibility for
the accuracy and completeness of the forward-looking statements. We undertake no obligation to update publicly any
forward-looking statements for any reason after the date of this prospectus to conform these statements to actual
results or to changes in our expectations.

You should read this prospectus and the documents that we reference in this prospectus and have filed with the
Securities and Exchange Commission as exhibits to the registration statement of which this prospectus is a part with
the understanding that our actual future results, levels of activity, performance and events and circumstances may be
materially different from what we expect.

DESCRIPTION OF PRIVATE PLACEMENTS

On May 2, 2011 and May 27, 2011, we entered into two stock purchase agreements, which we refer to as the purchase
agreements, with certain accredited investors, referred to in this prospectus as the selling stockholders, to sell and
issue to the selling stockholders in reliance on Section 4(2) of the Securities Act, and/or Rule 506 promulgated
thereunder, an aggregate of 22,588,332 shares of Common Stock at a purchase price of $0.075 per share, resulting in
aggregate gross proceeds to us of $1,694,125. We received net proceeds at the closings of an aggregate of $1,657,625
after the deduction of broker commissions.

Basis Financial, LLC acted as the sole broker in connection with the private placements and we agreed to pay Basis an
aggregate fee equal to 10% in cash and 5% in stock commissions on $365,000 of the gross proceeds from the sale of
shares of common stock in the private placements.

In connection with the purchase agreements, we entered into two registration rights agreements with the selling
stockholders. Pursuant to the registration rights agreements we agreed to file a registration statement(s) with the SEC,
of which this prospectus forms a part, by July 1, 2011 and July 16, 2011, respectively, to register the resale of the
shares of common stock issued at each closing. We also agreed to use our commercially reasonable efforts to have the
registration statement declared effective as soon as reasonably possible after the filing thereof. We agreed to use our
commercially reasonable efforts to keep the registration statement continuously effective until the earlier of (i) the
date that is one year after the closing date and (ii) the date on which all securities under such registration statement
have ceased to be registrable securities (as defined therein).

We have granted the selling stockholders customary indemnification rights in connection with the registration

statement and the selling stockholders have granted us customary indemnification rights in connection with the
registration statement.

30



14

Edgar Filing: World Surveillance Group Inc. - Form S-1

31



Edgar Filing: World Surveillance Group Inc. - Form S-1

USE OF PROCEEDS

All proceeds from the sale of our common stock covered by this prospectus will belong to the selling stockholders
who offer and sell their shares. We will not receive any proceeds from the sale of the common stock by the selling
stockholders.

MARKET INFORMATION/PRICE RANGE OF COMMON STOCK/DIVIDENDS

Market Information

From January 1, 2009 through August 6, 2009, our shares of common stock were quoted on the Pink Sheets quotation
system under the symbol “SNSR;" from August 7, 2009 to April 18, 2011, our shares of common stock were quoted on
the OTC Bulletin Board quotation system under the symbol “SNSR;" and effective April 19, 2011 our shares of
common stock have been quoted on the OTC Bulletin Board quotation system under the symbol “WSGI.”

The following information sets forth the high and low bid price of our common stock during the first fiscal quarter of
fiscal 2011, fiscal 2010 and 2009 and was obtained from the National Quotation Bureau. The quotations reflect
inter-dealer prices, without retail mark-up, mark-down or commission and may not represent actual transactions.

HIGH LOW

2009

Quarter Ended March 31 $0.06 $0.02
Quarter Ended June 30 $0.19 $0.05
Quarter Ended September 30 $0.15 $0.11
Quarter Ended December 31 $0.15 $0.05
2010

Quarter Ended March 31 $0.09 $0.04
Quarter Ended June 30 $0.12 $0.04
Quarter Ended September 30 $0.12 $0.07
Quarter Ended December 31 $0.11 $0.07
2011

Quarter Ended March 31 $0. 10 $0.05

On May 31, 2011, the last reported sale price of our common stock on the OTC Bulletin Board quotation system was
$0.14 per share.

Holders

As of May 31, 2011, there were approximately 21,200 holders of our common stock.
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Dividends

We have never paid or declared any cash dividends on our common stock and do not expect to pay any cash dividends
on our common stock in the foreseeable future. We currently intend to retain all of our future earnings for use in
operations and to finance the development of our products and the expansion of our business. Any future
determination to pay cash dividends will be in compliance with our contractual obligations and otherwise at the
discretion of our board of directors and based upon our financial condition, results of operations, capital requirements
and such other factors as the board of directors deems relevant.

Securities Authorized For Issuance Under Equity Compensation Plans

The following table sets forth certain information regarding outstanding options, rights and shares reserved for future
issuance under our compensation plans as of March 31, 2011.

Number of shares
remaining available for
Number of shares to be =~ Weighted averagefuture issuance under
issued exercise price aquity compensation plan
upon exercise of outstandingoutstanding options(excluding securities
options, warrants and rights warrants and righteflected in column (a))

(@) (b) (©
Equity compensation plans approved by security
holders 26,583,334 $ 0.078 4,213,183
Equity compensation plans not approved by
security holders 14,000,000 (H $ 0.075 —
Total 40,583,334 $ 0.077 4,213,183

(1) Consists of options to purchase 250,000 shares of common stock to Wayne P. Jackson for his services as a director
of the Company and options to purchase 13,750,000 shares of common stock pursuant to performance based grants to
certain employees, officers, directors and partners at an exercise price of $0.075, which are contingent on the approval
of our amended and restated certificate of incorporation at the 2011 annual meeting of stockholders.

Recent Sales of Unregistered Securities; Use of Proceeds

During the three months ended March 31, 2011, we issued an aggregate of 7,503,501 shares of common stock for
cash, the settlement of debt, board compensation, and for services rendered to us by consultants and partners. Of the
shares of common stock issued, 2,466,667 shares were issued for cash valued at $0.075, or $185,000, and 1,916,668
shares, or 25%, were issued to insiders and affiliates, as restricted securities under an exemption provided by Section
4(2) of the Securities Act of 1933 and/or Regulation D, Rule 506, promulgated under the Securities Act. The common
stock issued for cash was valued $0.075 while other issuances were valued at prices based on the closing market
prices of our common stock on the date the Board of Directors authorized the issuances.

During the year ended December 31, 2010, we issued an aggregate of 59,497,973 shares of common stock for cash,
the settlement of debt, board compensation, consulting agreements and for services to investors, board members,
consultants and partners. Of the shares of common s