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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)
X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OHE SECURITIES EXCHANGE ACT OF 1934 for the fiscatar ende

December 31, 2011

OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES EXCHANGE ACT OF 1934 for the traims perioc
from to
Commission file number 0-27824
SPAR GROUP, INC.
(Exact name of registrant as specified in its @rart
Delaware 33-0684451
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No.)
560 White Plains Road, Suite 210, Tarrytown, New Y& 10591
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area c(@fit) 332-4100
Securities registered pursuant to Section 12(th@fAct: Common Stock, par value $.01 per share
Securities registered pursuant to Section 12(¢gh®fct: None
Indicate by check mark if the registrant is a wkelbwn seasoned issuer, as defined in Rule 405%edb#turities Act. YE® NOX
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ortf®ecl5(d) of the Act. YESo NOXx

Indicate by check mark whether the Registrant €l filed all reports required to be filed by Sewcti8 or 15(d) of the Securities Excha
Act of 1934 during the preceding twelve months far such shorter period that the Registrant wasiired to file such reports), and (2) has t
subject to such filing requirements for the pastl@@s. YESx NOo

Indicate by check mark if disclosure of delinquéildrs pursuant to Item 405 of RegulationkSis not contained herein, and will not
contained, to the best of Registrant’s knowledgeldfinitive proxy or information statements incorgted by reference in Part Ill of this Form K@r
any amendment to this Form 10eK

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-axxcelerated filer or a smaller repori
company. (See definition of “large acceleratedfjléaccelerated filer”, and "smaller reporting cpamny" in Rule 12[22 of the Exchange Act.). (Che

one):
Large Accelerated Fileo Accele@d Filer o
Non-Accelerated Fileio Smalleporting companyx
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Exge Act.) YEQ NOX

The aggregate market value of the Common StockefRegistrant held by naaffiliates of the Registrant on June 30, 2011, dase the
closing price of the Common Stock as reported kyNhsdaq Capital Market on such date, was appraeiyn$6,300,000.

The number of shares of the Registrant’s Commook3tatstanding as of December 31, 2011, was 2M233hares.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the Registrast’definitive proxy statement, which will be filedittv the Securities and Exchange Commission pursta
Regulation 14A not later than 120 days after the @nour fiscal year, for our Annual Meeting of $#laolders, presently scheduled to be held on
18, 2012, are incorporated by reference into Riaof this Form 10-K.
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PART I

Statements contained in this Annual Report on Fori®-K (this “Annual Report”) of SPAR Group, Inc. (“&RP”, and together with it
subsidiaries, the*'SPAR Group” or the “Company”), include “forward-lmking statements*within the meaning of Section 27A of the Securitigst
of 1933, as amended (the “Securities Act”) and Sect21E of the Securities Exchange Act of 1934,asended (the “Exchange Act'and togethe
with the Securities Act, the “Securities Laws”Jncluding (without limitation) the statements coniteéed in the discussions under the headir
“Business”, “Risk Factors” and “Management’s Discusion and Analysis of Financial Condition and Ressltof Operations”. You can identify
forward-looking statements in such information by the Compés use of terms such as "may", "will", "expect","intend", "believe", "estimate",
"anticipate”, "continue" or similar words or variations or negatives of those words. You should calgfconsider all such information and tr
other risks and cautions noted in this Annual Rep@nd the Company's other filings under applicabBecurities Laws (including this report, eact
"SEC Report") that could cause the Company's actuatsets, business, capital, cash flow, credit, egas, financial condition, income, liabilitie
liquidity, locations, marketing, operations, prosgts, sales, strategies, taxation or other achievameesults, risks or condition to differ material
from those anticipated by the Company and descrilirethe information in the Company's forwar-looking statements, whether express or impl
as the Company's anticipations are based upon tt@mpany's plans, intentions and best estimates aalthpugh the Company believe them to
reasonable) involve known and unknown risks, uncarities and other factors that could cause them fail to occur or be realized or to |
materially and adversely different from those th@@pany anticipated.

Although the Company believes that its plans, intiens, expectations and estimates reflected or il in such forwardlooking
statements are reasonable, the Company cannot asgu that such plans, intentions or estimates vii# achieved in whole or in part, that t
Company has identified all potential risks, or théhe Company can successfully avoid or mitigate Isutsks in whole or in part. You shou
carefully review the risk factors described belo@eg Item 1A -Risk Factors) and any other cautionary statementntained or incorporated t
reference in this Annual Report. All forwardboking and other statements attributable to thei@pany or persons acting on its behalf are expre
subject to and qualified by all such risk factorsid other cautionary statement

You should not place undue reliance on the Companforwardiooking statements because the matters they descaite subject to know
and unknown risks, uncertainties and other unpretible factors, many of which are beyond its contralhe Company's forwardeoking
statements are based on the information currentlyadlable to it and speak only as of the date on tbever of December 31, 2011, or ot
referenced date or, in the case of forwalabking statements incorporated by reference, astloé date of the SEC Report that includes s
statement. New risks and uncertainties arise frommé to time, and it is impossible for the Compamygdredict these matters or how they may a
or affect the Company. Over time, the Company'suat assets, business, capital, cash flow, credifpenses, financial condition, income, liabilitie
liquidity, locations, marketing, operations, prospis, sales, strategies, taxation or other achievatsgresults, risks or condition will likely diffe
from those expressed or implied by the Companysvird-looking statements, and such difference could bgnsiicant and materially adverse
the Company and the value of your investment i tBompany's Common Stock.

The Company does not intend or promise, and the @any expressly disclaims any obligation, to pubjicipdate or revise any forward-
looking statements, risk factors or other cautionastatements (in whole or in part), whether as asué of new information, future events
recognition or otherwise, except as and to the exteequired by applicable law.

Item 1. Business

THE COMPANY'S BUSINESS GENERALLY

SPAR Group, Inc., (“SGRP”), and its subsidiariegyéther with SGRP, the “SPAR Group” or the “Companis a diversified internation
merchandising and marketing services company aadiges a broad array of services worldwide to hmmpanies improve their sales, opere
efficiency and profits at retail locations. Theruany provides its merchandising and other marges@rvices to manufacturers, distributors
retailers worldwide, primarily in mass merchandiseoffice supply, grocery, drug store, independeatvenience and electronics stores.
Company also provides furniture and other prodissembly services in stores, homes and offices. Otmpany has supplied these project
product services in the United States since cendiits predecessors were formed in 1979 and iatemally since the Company acquired its
international subsidiary in Japan in May of 200hday the Company currently operates in 10 counttiat encompass approximately 47% of the
world population through operations in the Unitadt8s, Canada, Japan, South Africa, India, Rom@&tima, Australia, Mexico and Turkey.
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Merchandising services primarily consist of reglylascheduled, special project and other productises provided at store level, and
Company may be engaged by either the retailereonmthnufacturer. Those services may include restgand adding new products, removing spc
or outdated products, resetting categories "orsttef" in accordance with client or store schensattonfirming and replacing shelf tags, setting
sale or promotional product displays and advedisieplenishing kiosks, providing store event staffing, and providing assembly sesvia store:
homes and offices. Other merchandising servicglade whole store or departmental product setesets, including new store openings, new prc
launches and istore demonstrations, special seasonal or pronatiorerchandising, focused product support and ptodecalls. The Compa
continues to seek to expand its merchandisingnasdygeand marketing services business throughouiviiréd.

An Overview of the Merchandising and Marketing Sées Industry

According to industry estimates over two billionlldes is spent annually in the United States aloneetail merchandising and market
services. The merchandising and marketing seniicdisstry includes manufacturers, retailers, foodkbers, and professional service merchand
companies. The Company believes that merchandasidgmarketing services add value to retailers, fi@@twrers and other businesses and ent
sales by making a product more visible and mordlahla to consumers. These services primarily inegblacing orders, shelf maintenance, dis
placement, reconfiguring products on store shedwebkreplenishing product inventory.

Historically, retailers staffed their stores asdegbto provide these services to ensure, that maturers’inventory levels, the advantage
display of new items on shelves, and the maintemafshelf schematics and product placement werpgply merchandised. However retailers, il
effort to improve their margins, decreased theinatore personnel and increased their reliance amufacturers to perform such services. Initi
manufacturers attempted to satisfy the need forchaedising and marketing services in retail stdrgsutilizing their own sales representati
Additionally, retailers also used their own emplegeto merchandise their stores to satisfy their emerchandising needs. However, both
manufacturers and the retailers discovered thagusieir own sales representatives and employeekifopurpose was expensive and inefficient.

Manufacturers and retailers have been, and SPARpSoelieves they will continue, outsourcing theierohandising and marketing sen
needs to third parties capable of operating ateetaost by (among other things) serving multiplenorfacturers simultaneously. The Company
believes that it is well positioned, as a domeatid international merchandising and marketing sessicompany, to more effectively provide tt
services to retailers, manufacturers and othemiesses around the world.

Another significant trend impacting the merchandisaind marketing services business is the tendefncgnsumers to make product purct
decisions once inside the store. Accordingly, menclising and marketing services andsiare product promotions have proliferated and rdified.
Retailers are continually re-merchandising anchoeteling entire stores in an effort to respondéw product developments and changes in cons
preferences. We estimate that these activities rmreased in frequency over the last five yeaathBetailers and manufacturers are seeking
parties to help them meet the increased demarttiése labor-intensive services.

In addition, the consolidation of many retailers ltaeated opportunities for third party merchangisehen an acquired retailer's stores
converted to the look and format of the acquiriailer. In many cases, stores are completely refedcand re-merchandised after a consolidation.

SPAR Group believes the current trend in businessitd globalization fits well with its expansion d&. As companies expand into fore
markets they will need assistance in merchandisingarketing their products. As evidenced in thetéthStates, retailer and manufacturer spon:
merchandising and marketing programs are both eiperand inefficient. The Company also believed tha difficulties encountered by ths
programs are only exacerbated by the logisticgpefating in foreign markets. This environment ha&sated an opportunity for the Company to ex|
its Internet, Hand-Held, Tablets and Smart Phorsethaechnology and business model worldwide.

The Company's Domestic and International Geograplidvisions:

In order to cultivate foreign markets and exparel @ompany's merchandising and marketing servicegéss outside of the United Sta
modify the necessary systems and implement itsdbasimodel worldwide, and insure a consistent agprto its merchandising and marketing ef
worldwide, and even though it operates in a sifbgieiness segment (merchandising and marketingces)yithe Company has divided its world fc
into two geographic areas, the United States, wisiche sales territory for its Domestic MerchamdisServices Division, and internationai.€., all
locations outside the United States), which aresties territories for its International MerchamntjsServices Division. To that end, the Comparsg
(1) provides and requires all of its locations e Uts Internet based operating, scheduling, trackind reporting systems (including langt
translations, ongoing client and financial rep@ntsl ongoing IT support), (2) provides and requak®f its locations to comply with the Compar
financial reporting and disclosure controls andcprures, (3) provides accounting and auditing sapgod tracks and reports certain financial
other information separately for those two divisipand (4) has management teams in its corporite®fesponsible for supporting and monito
the management, sales, marketing and operatioeaabf of the Company's international subsidiariesmaintaining consistency with the Compa
other subsidiaries worldwide.




Each of these divisions provides merchandising @theér marketing services primarily on behalf of semer product manufacturers .
retailers at mass merchandisers, drug store cheonsenience and grocery stores in their respettivéories. SPAR Group Ins’clients include tt
makers and distributors of general merchandisdithead beauty care, consumer goods, home entertaity and food products in their respec

territories.
SPAR Group has provided merchandising and otheketiag services in the United States since the &bion of its predecessor in 1979

outside the United States since it acquired it fitternational subsidiary in Japan in May of 200bday the Company currently conducts its bus
through its domestic and international divisionslihterritories around the world (listed in theléabelow) that encompass approximately 47% o

total world population.
The Company's international business in each ¢eyributside the United States is conducted thraud@breign subsidiary incorporated in

primary territory. The primary territory establisknt date (which may include predecessors), theepgage of the Company's equity ownership,
the principal office location for its US (domestst)bsidiaries and each of its foreign (internatipsabsidiaries is as follows:

Primary Territory Date Established SGRP Percentage Principal Office Location
Ownership
United States of America 1979 100% Tarrytown, New York, United Statt
of America
Japan May 2001 100% Osaka, Japan
Canada June 2003 100% Toronto, Canada
South Africa April 2004 51% Durban, South Africa
India April 2004 51%* New Delhi, India
Lithuania September 2005 51%** -
Australia April 2006 51% Melbourne, Australia
Romania July 2009 519%p*** Bucharest, Romania
China March 2010 519%p**** Shanghai, China
Mexico August 2011 51% Mexico City, Mexico
Turkey August 2011 51 9prr*** Istanbul, Turkey
* In June 2011, the Company sold 49% of its irdete KROGNOS Integrated Marketing Services Privaeited.

*x The Company closed this subsidiary in the Fbu@uarter of 2010.
kk Currently the Company owns two subsidiariesRomania. One subsidiary is 100% owned and igigand the second subsidiary, acquired

in July 2009, is 51% owned.
*kx - Currently the Company owns two subsidiariesChina. One subsidiary is 100% owned and is macand the second subsidiary, acquired in

March 2010 and operational in August 2010, is 5196ed.
*rxkk |n August 2011, the Company sold its 51% oenrship in its original subsidiary in Turkey to @dginal local investor, and in November 2011

the Company started a new 51% owned subsidiargrtgpete in this important market.

One key to the Comparg/’international expansion strategy is its integnaéveloped capability to translate all of its ewmtr and futur
proprietary Internebased logistical, communications, scheduling, fragland reporting software applications into anyglaage for any market
which it operates or would like to enter. Through Companys IT operations currently located in the facilitiesAuburn Hills, Michigan, it provide
worldwide access to the Compasyproprietary logistical, communications, schedylitracking and reporting software to its entiresi@pion:

worldwide on a 24/7/365 basis.




Another key to the Comparg/international strategy is its policy of seekinmaterial investor in a new subsidiary in an ins&ional locatiol
who is an experienced person or company in thel locantry who is not otherwise affiliated with tl@@ompany (each a "Local Investor"). ~
Company generally seeks to own at least 51% ofeidgo subsidiary. As of the date of this AnnuapBe, the Company owns 100% of the equit
its international subsidiaries in Canada and Japgahocal Investor provides equity, credit suppand certain services to each international subsyi
not wholly owned by the Company, as well as théuldecal attention, perspective and relationstopan equity owner with a strong financial stak
such subsidiary's success. The Company providesudxe management and support to each foreigriddabsas well its operational backbone (
the Company's procedures and controls) throughpiiprietary Internebased logistical, communications, scheduling, tregk reporting an
accounting programs. (See Item 1A, Risks of HaWitederial Local Investors in International Subsitia, page 18, below.)

Financial Information about the Company’s Domestand International Geographic Divisions

The Company operates in the same single busingssese (e.g., merchandising and marketing servicelspth its domestic and internatio
divisions, and the Company tracks and reports icefiimancial information separately for each of $badivisions, as described above. The Com
measures the performance of its domestic and mtiemal divisions and subsidiaries using the sarme&rios. The primary measurement utilizec
management is operating profit level, historicahg key indicator of longerm growth and profitability, as the Company isused on reinvesting t
operating profits of each of its international ddizsies back into its local markets in an effartimprove its market share and continued expal
efforts. Certain financial information regardingcd of the Company's two geographic divisions, Whitcludes their respective net revenues
operating income for each of the years ended Deeeb, 2011, and December 31, 2010, and their céspdonglived assets as of December
2011, and December 31, 2010, is provided in NoteoBe Company's Consolidated Financial Stateme@sographic Data, below.

THE COMPANY 'S BUSINESS STRATEGIES

As the marketing services industry continues toaexpboth in the United States and internationdélyge retailers and manufacturers
outsourcing their merchandising and marketing servieeds to thirgarty providers. The Company believes that offennarketing services on
national and global basis will provide it with anepetitive advantage. Moreover, the Company belieb@$ successful use of and contint
improvements to a sophisticated technology infuzstire, including the Company's proprietary Intéfmeesed software, is key to providing clients \
a high level of client service while maintainingfieient, low cost operations. The Compasyobjective is to become an international r
merchandising and marketing service provider bypiag its operating and growth strategy, as desdriielow.

Increasing the Company's Sales Effort

The Company is seeking to increase revenues bgasurg sales to its current clients, as well asbéishing longterm relationships with ne
clients, many of which currently use other merclising companies for various reasons. The Compaliguves its technology, field implementat
and other competitive advantages will allow it &pture a larger share of this market over time. él@w, there can be no assurance that any inci
sales will be achieved.

Developing New Products

The Company is seeking to increase revenues thrtheglinternal development and implementation of meaducts and services that .
value to its clientstetail merchandising related activities, some ofclthave been identified and are currently beirsget for feasibility and mark
acceptance. However, there can be no assurancarthaiew products of value will be developed ot #ray such new product can be success
marketed.

Strategic Acquisitions

The Company is seeking to acquire businesses a@r énto joint ventures or other arrangements witdmpanies that offer simil
merchandising or marketing services both in thetéé¢hiStates and worldwide. The Company believesitiaeasing its industry expertise, adc
product segments, and increasing its geographiadbnewill allow it to service its clients more effently and cost effectively. Through si
acquisitions, the Company may realize additionaraping and revenue synergies and may leveraggnexiglationships with manufacturers, retai
and other businesses to create csebag opportunities. However, there can be na@sge that any of the acquisitions will occur drether, i
completed, the integration of the acquired busieesdll be successful or the anticipated efficiesa@nd cross-selling opportunities will occur.
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In March 2010, the Company established a new Canaslibsidiary, SPAR Wings & Ink Company ("SWI") sifieally to expand it
merchandising and marketing services throughouta@anOn April 1, 2010, with the approval of SGRHirectors, SWI acquired substantially al
the business, customer contracts, receivables, -imogrogress, other assets and certain liabiliti€s2078281 Ontario Limited, an Onta
merchandising and marketing company doing busiass®/ings & Ink (the "Seller"). The Company, at abgs also hired substantially all of 1
Seller's employees including offering consultingntracts to the principals of the SellelSee Note 14 to the Consolidated Financial Statesnent
Acquisitions,

In September 2010, the Company purchased the rergad®% ownership in its India subsidiary at a oos$90,000 and in July 2011 i
Company then entered into an agreement with KROGMN@Egjrated Marketing Services Private Limitedsétl 49% ownership in the India subsidi
at a price of $90,000 and changed the subsidiagse to SPAR KROGNOS Marketing Private Limite8ee Note 12 to the Consolidated Finar
Statements — Geographic Data.

In July 2011, the Company’s subsidiary in ChinaABRShanghai) Marketing Management Company Ltd ABFShanghai”entered into &
agreement with Beijing DSI Management Consultingnpany Ltd. (“DSI”), creating a new subsidiary irder to expand the Compasyoperation
throughout the People’s Republic of China. Thes seibsidiary is called SPAR DSI Human Resource Gom“SPAR DSI"),is owned 51% &k
SPAR Shanghai and 49% by DSI. The new companyestaperations in November 20155ee Note 12 to the Consolidated Financial Statesrent
Geographic Data.

In August 2011, the Company expanded its operafiohorth America by entering into an agreementiv@rupo TODOPROMO to creat
new subsidiary in Mexico. The new subsidiary ilethSPAR TODOPROMO, SAPI, de CV., began operatianSeptember 2011 and is owned ¢
by SPAR and 49% by Grupo TODOPROMO (Grupo). Thenfanys total investment in Mexico is $702,000 which dstssof $2,000 in capital a
$700,000 paid to Grupo for intangible assets. @D was paid in September 2011 and the balanpayiable in August 2012. The Company
recorded $400,000 as an intangible asset and $3D@Hgoodwill. See Note 12 to the Consolidated Financial Statesne@eographic Data.

In August 2011, the Company entered into an agreemith two compani es in Turkey (NDS TANITIM DANMANLIK H IZMETLERI
and GIDA TEKSTL TURIZM PAZARLAMA TICARET LIMITED SIRKETI) to reestablish operations in this market. The emgent establishec
new subsidiary, SPAR NDS, owned 51%thg Company and 49% by the Turkish companies natede. The new subsidiary started operatio
November 2011. The Compé's total investment in Turkey is approximately $&8&nd the Company has recorded this amount astangible
asset. See Note 12 to the Consolidated Financial Statesne@eographic Data.

Leveraging and Improving on the Company's Technolcgl Strengths:

The Company believes that providing merchandising) marketing services in a timely, accurate anttiefit manner, as well as deliver
timely, accurate and useful reports to its clieatg, key components that are and will continuegt@titical to the Compang’success. The Comp:
has developed Internbased logistic deployment, communications, scheduliracking and reporting systems that improve gheductivity of it:
merchandising specialists and assembly techniceamd,provide timely data to its clients. The Comparmerchandising specialists and asse
technicians use Hand-Held, Smart Phones, Tabigitop, personal computers and Interactive Voicep&ese (“IVR”)technology to report the sta
of each store or client product they service. Manthsing specialists and technicians report onregetyaof issues such as store conditions, stat
client products (e.g. out of stocks, inventorypthy placement) or they may scan and process negrefor certain products.

The Company has developed a proprietary automatieor ltracking system for its merchandising spestgland assembly technician:
communicate work assignment completion informatianthe Internet or other telecommunication infrasture by using, among other things, H
Helds, Smart Phones, laptop and personal computelislar telephones, landlines or IVRs. This kiag system enables the Company to report t
and other completion information for each work gssient on a daily basis and provides the Compart daily, detailed tracking of wo
completion. This information is analyzed and digeld in a variety of reports that can be accesgdubth the Company and its clients via a se
website. These reports can depict the status ofhmaedising projects in real time. This trackinghtealogy also allows the Company to schedul
merchandising specialists and technicians moreieffily, quickly quantify the benefits of its ses&s to clients, rapidly respond to cliem&eds an
rapidly implement programs.




The Company intends to continue to utilize comp(teiuding HandHeld computers), Internet, Smart Phones, Tableisoéimer technologit
to enhance its efficiency and ability to providalsgme data to its clients, as well as, maximizegheed of communication, and logistical deployr
of its merchandising specialists and assembly fe@ws. Industry sources indicate that clientsiacesasingly relying on merchandising and marke
service providers to supply rapid, valagded information regarding the results of mercksngl and marketing expenditures on sales andtprdfhe
Company (together with certain of its affiliatesgshdeveloped and owns proprietary Internet-basetsidHeld, Smart Phone and Tablet softw
technology that allows it to utilize the Internetdommunicate with its field management, schedsletorespecific field operations more efficient
receive information and incorporate the data immdly, quantify the benefits of its services teests faster, respond to clientseds quickly ar
implement client programs rapidly. The Company sucessfully modified and is currently utilizingteen of its software applications in the opera
of its international subsidiaries.

The Company believes that it can continue to impranodify and adapt its technology to support mandising and other marketing servi
for additional clients and projects in the Uniteét8s and in foreign markets. The Company alsebedi that its proprietary Internleésed, wireles
and other software technology gives it a competiidvantage in the marketplace.

Improving the Company's Operating Efficiencie

The Company will continue to seek greater operatffiiciencies. The Company believes that its emgstfield force and technolo

infrastructure can support additional clients apglenue in both its Domestic Merchandising ServiDégsion and International Merchandis

Services Division.

DESCRIPTIONS OF THE COMPANY 'S SERVICES

The Company currently provides a broad array ofcimendising and marketing services to some of thddiwoleading companies, b
domestically and internationally. The Company heleits fullline capabilities provide fully integrated solut®that distinguish the Company from
competitors. These capabilities include the abitiby develop plans at one centralized location, céfighain wide execution, implement ra
coordinated responses to its cliemi&eds and report on a real time Internet enhanast bhroughout the world. The Company also bedieits
international presence, industry-leading technolagpntralized decision-making ability, local folledwough, ability to recruit, train and supen
merchandisers, ability to perform largeale initiatives on short notice, and strong letaielationships provide the Company with a sigaifi
advantage over local, regional or other competitors

The Companys operations are currently divided into two divisio the Domestic Merchandising Services Divisionl #ime Internation
Merchandising Services Division. The Company's dstioedivision provides merchandising and marketsggvices, furniture and other prod
assembly services, Radio Frequency IdentificatRRID) services, technology services and marketeggarch to manufacturers, distributors
retailers in the United States. Those services paiarily performed in mass merchandisers, officgpmy, grocery, drug store, independ
convenience and electronics stores. The Compamgmational division, established in May 2001 reatly provides similar merchandising, marke
services and istore event staffing through subsidiaries in Jagamada, South Africa, India, Romania, China, Aalistr Mexico and Turkey. Tod
the Company operates in 10 countries that encongggseximately 47% of the total world population.

The Company currently provides five principal typésnerchandising and marketing services: synditagvices, dedicated services, prc
services, assembly services and in-store everiingtaervices.

Syndicated Service:
Syndicated services consist of regularly scheduieated merchandising and marketing services pealigt the retail store level for varic

manufacturers and distributors. These servicepam®rmed for multiple manufacturers and distribbafancluding, in some cases, manufacturers
distributors whose products are in the same prociateigory. Syndicated services may include activisiuch as:

. Reordering and replenishment of products

. Ensuring that the Company's clients' productearized for distribution are in stock and on thel§or sales floor
. Adding new products that are approved for disttion but not yet present on the shelf or salearfl

. Designing and implementing store planogram scties

. Setting product category shelves in accordaritte approved store schematics

. Ensuring that product shelf tags are in place

. Checking for overall salability of the cliengbducts

. Placing new product and promotional items innpireent positions

. Kiosk replenishment and maintenance




Dedicated Services

Dedicated services consist of merchandising andketiag services, generally as described above,wéie performed for a specific reta
or manufacturer by a dedicated organization, iralyé management team working exclusively for tegdiler or manufacturer. These services inc
many of the above activities detailed in syndicatedvices, as well as, new store gps; store remodels and fixture installations. €hssrvices a
primarily based on agreed-upon rates and fixed gemant fees.

Project Services

Project services consist primarily of specificsitore services initiated by retailers and manufact) such as new store openings, new prt
launches, special seasonal or promotional merchegglifocused product support, product recallsstare product demonstrations andstore produc
sampling. The Company also performs other projentises, such as kiosk product replenishment, itorgrcontrol, new store sets and existing <
resets, re-merchandising, remodels and categongimgntations, under annual or stand-alone prottracts or agreements.

Assembly Service:

The Company's assembly services are initiated tajlees, manufacturers or consumers, and upon stdbe Company assembles furnit
grills, fitness equipment and many other produetstores, homes and offices. The Company perfamgoing routed coverage at retail locatior
ensure that furniture and other product lines aedl displayed and maintained, and building any riems or replacement items, as requirec
addition, the Company provides in-home andffice assembly to customers who purchase theidyobfrom retailers, whether in store, on lin
through catalog sales.

In-Store Event Staffing Services:

The Company provides in-store product samplingsiargiore product demonstrations to national chainsiget markets worldwide. T
Company has also developed additional productiofierin an effort to expand this aspect of its bess.

Other Marketing Services:
Other marketing services performed by the Compaaolde:

Test Market ResearchTesting promotion alternatives, new products athgertising campaigns, as well as packaging, @jcand
location changes, at the store level.

Mystery Shoppin- Calling anonymously on retail outlets (e.g. stprestaurants, banks) to check on distributiodisplay of a brand
and to evaluate products, service of personneltjitions of store, etc.

Data Collection- Gathering sales and other information systemiftiéar analysis and interpretation.

RFID — Utilizing technology to track merchandiser penfiance, product inventory at store level as wetitasr related merchandising
and marketing applications.

THE COMPANY 'S SALES AND MARKETING

The Company offers global merchandising solutiomsclients that have worldwide distribution. Thisfoef is spearheaded out of
Company's headquarters in the United States, an€dmpany continues to develop local markets thrdtggdomestic and international subsidie
throughout the world.

The Companys marketing and sales efforts within its Domestierbhandising Services Division are structured teettep new natione
regional and local business within the United $taitecluding new sales and customers through thrapg2ay's acquisitions of existing businesses.
Companys domestic corporate business development teanctslifes efforts toward the senior management ofpective and existing clien
Marketing and sales targets and strategies arda@c at the Company’s headquarters and commudi¢atthe Companyg domestic sales force
execution. The Company's sales force is locatetbmaide and works from both the Company's officesl &heir home offices. In addition, 1
Company’s domestic corporate account executiveg ataimportant role in the Compasyhew business development efforts within its g
manufacturer, distributor and retailer client base.




The Company's marketing and sales efforts withinriternational Merchandising Services Division sireictured to develop new natiot
regional and local businesses in both new andiegigtternational territories by acquiring existibgsinesses (or establishing new joint ventured
within the Company's existing international temigs through targeted sales efforts. The Compasyam international acquisition team whose pril
focus is to seek out and develop acquisitions tjinout the world and consists of personnel locateithé United States and Greece and other st
from the Company's information technology, fieldegtion, client services and finance specialiMarketing and sales targets and strategie
developed within an international subsidiary, imsdtation with the Company's U.S. headquarterl) agsistance from the applicable Local Inve
and are communicated to the Company's applicaléeniational sales force for execution. The Comfsaimternational sales force for a partic
territory is located throughout that territory awdrk from the Company's office in that territorydatheir home offices. In addition, the Compa
international corporate account executives playngportant role in the Company's new business devedmt efforts within the Company's exist
manufacturer, distributor and retailer client baghin their respective territories.

As part of the retailer consolidation, retailers aentralizing most administrative functions, imtthg operations, procurement and cate
management. In response to this centralization thedgrowing importance of large retailers, many woiacturers have reorganized their sel
organizations around a retailer team concept thaides on a particular retailer. The Company hgpsoreded to this emerging trend and currently
on-site personnel in place at select retailers.

The Companys business development process includes a duemiikgperiod to determine the objectives of thegacisve or existing clier
the work required to satisfy those objectives drerarket value of such work to be performed. Then@any employs a formal cost development
proposal process that determines the cost of daaeat of work required to achieve such clisribjectives. The Company uses these costs, ta
with an analysis of market rates, to develop a &rguotation that is then reviewed at various Ieweithin the organization. The pricing of this imal
proposal must meet the Compasybjectives for profitability, which are estabkshas part of the business planning process. AferCompan
approves this quotation, a detailed proposal isgareed to the Company's prospective or existirentliHowever, the Company has agreed, and
future may agree, from time to time to perform g=s for a client that become or turn out to berdfifable even though the Company expecte
make a profit when agreeing to perform them. SRieks of Unprofitable Services" and "Variability Ofperating Results and Uncertainty in Cl
Revenue" in Part 1A — Risk Factors, below.

THE CoMPANY'S CUSTOMER BASE

The Company currently represents numerous manuéstand/or retail clients in a wide range of tethains and stores worldwide, anc
customers (which it refers to as clients) include:

. Mass Merchandisers

. Drug

. Grocery

. Office Supply

. Other retail outlets (such as discount and edeat stores, in-home and in-office, etc.)

One customer accounted for 10% of the Company'srexetnues for the years ended December 31, 204,280, resulting frol
merchandising services performed for a large pheeot#cal distributor. This customer accounted fppraximately 7% and 8% of the Compal
accounts receivable at December 31, 2011, and 284fectively.

In addition, approximately 10% of the Compasipet revenue for the years ended December 31, 20812010, resulted from merchandit

and assembly services performed for a major offigeply chain and for manufacturers within this aharhese customers accounted for approxim
5% and 4% of the Company’s accounts receivableeaeBber 31, 2011, and 2010, respectively.
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THE CoMPANY 'S COMPETITION

The marketing services industry is highly compeditiThe Compang competition in the Domestic Merchandising Serwi€8vision an
International Merchandising Services Divisions esisrom a number of large enterprises, many of i@ national or international in scope.
Company also competes with a large number of wegtismall enterprises with specific client, chanaegeographic coverage, as well as with
internal marketing and merchandising operationgsoéxisting and prospective clients. The Compaeljeles that the principal competitive faci
within its industry include development and depl@yrnof technology, breadth and quality of clientvazes, cost, and the ability to execute spe
client priorities rapidly and consistently over & geographic area. The Company believes thauitent structure favorably addresses these fe
and establishes it as a leader in the mass mensieandffice supply and drug store channels ofdrakthe Company also believes it has the abili
execute major national and internationalsionre initiatives and develop and administer naticemd international retailer programs. Finallye
Company believes that, through the use and comiinimprovement of its proprietary Internet softwaséher technological efficiencies and vari
cost controls, the Company will remain competiiivéts pricing and services.

THE COMPANY 'S TRADEMARKS

The Company has numerous registered trademarksoudh the Company believes its trademarks may takes, the Company believes
services are sold primarily based on breadth araditywof service, cost, and the ability to execspeecific client priorities rapidly, efficiently a
consistently over a wide geographic area. (SeeOfarview of the Merchandising and Marketing Sersitredustry” and “Competition”, above).

THE COMPANY'S EMPLOYEES

Worldwide the Company utilized a labor force of epgmately 12,000 people in 2011. Today the Compapgrates in 10 countries t
encompass approximately 47% of the total world betn.

During 2011, the Company’'Domestic Merchandising Services Division utilizethbor force of approximately 7,500 people. A®etembe
31, 2011 there were 75 full-time employees and d#d-fime employees engaged in domestic operatibhe. Companys Domestic Merchandisil
Services Division utilized the services of its kdfie, SPAR Management Services, Inc. (“SMSK), schedule and supervise the field forc
merchandising specialists and assembly technicahgh consists of field merchandising specialistnfshed by SPAR Marketing Services,
(“SMS”), another affiliate of the Company, as wali the Company’s domestic field employees. (Sem 13 —Certain Relationships and Rela
Transactions and Director Independence, below)(Bliote 10 to the Consolidated Financial StatemeriRelated Party Transactions) SMS and S
furnished approximately 7,300 merchandising spists&abhnd assembly technicians (all of whom are prddent contractors of SMS) and 54 f{
managers (all of whom were full-time employees WIS3), respectively.

As of December 31, 2011, the Company’s Internatidiarchandising Services Divisias'labor force consisted of approximately 4,
people. There were 380 full-time and 35 part-timgpkyees engaged in international operations. Ifternational Merchandising Services Divisien’
field force consisted of approximately 4,100 merafising specialists.

To support the International Merchandising ServiBegision, the Company utilizes employees of itsniEstic Merchandising Servic
Division as well as the employees of its affiliat&1S| and SMS. However, dedicated employees lvaladded to the International Merchandi
Services Division as the need arises.

The Company, SMS and SMSI consider their relatiitis their respective employees and field merchsindispecialist to be good.
Item 1A. Risk Factors

There are various risks associated with investingny common stock issued by SGRP ("SGRP Commaik'Stthat are more fully describ
below. You should carefully consider each of thaosk factors before you purchase or trade any SGBRmon Stock. If any of the described r
develops into actual events, or any other riskseaaind develop into actual events, the Compang&ept or future assets, business, capital, cask
credit, expenses, financial condition, income, iliies, liquidity, locations, marketing, operatignprospects, sales, strategies, taxation or
achievement, results, risks or condition could lzemally and adversely affected (in whole or imtpahe market price of the SGRP Common S
could decline, and you could lose all or part dfiymvestment in your SGRP Common Stock.
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The Company has described the risk factors thetiitently consider material based on its best etémrespecting those risk factors,
Company's current and future assets, businesgatagsh flow, credit, expenses, financial cooditincome, liabilities, liquidity, locations, maating
operations, prospects, sales, strategies, taxatiother achievement, results or condition, thelifood of those risks developing into actual eseant
the likely impact of those events on them, whidhralolve and include "forwardboking statements" within the meaning of applieaBecurities La
(as discussed above). The Company also may begfaaditional risks individually, and the Companyldustry or the economy may be fac
additional risks, whether domestically or interoatlly, that are currently unknown to the Compahgt are more material or otherwise different
the Company currently believes, or that the Compeuay have incorrectly analyzed (whether as to taire or likelihood of such risks or th
potential effect). There also may be risks that yas a potential investor or trader) would reéogror consider more likely or material than
Company does.

Any of the risk factors or other cautionary statemsedescribed in this Annual Report or any otheC3Eeport, or any other event
circumstance bearing risk darm, could at any time arise, become applicalliange or worsen (as the case may be) and matesiadlyadverse
affect the Company or any of its assets, businemgital, cash flow, credit, expenses, financialditton, income, liabilities, liquidity, location
marketing, operations, prospects, sales, stratetgiegtion or other achievement, results, risksardition.

Accordingly, the Company's risk factors and forwhroking statements each involve known and unknasksy uncertainties, potential err
and misjudgments and other factors that could negiteand adversely affect, and could contributehlte Company's failure to achieve or realiz
whole or in part, the Company's estimated or ddsassets, business, capital, cash flow, creditersgs, financial condition, income, liabiliti
liquidity, locations, marketing, operations, prosise sales, strategies, taxation or other achiemgmesults, risks or condition, whether as expdss
implied by such forward-looking statements.

The Company does not intend or promise, and the paagn expressly disclaims any obligation, to pulliospdate or revise any forward-
looking statements, any of those risk factors or atther cautionary statements (in whole or in part)ether as a result of new information, fu
events or recognition or otherwise, except as arte extent required by applicable law.

Dependence on Largest Customer and Large Retail i@k

As discussed above in “Customer Badbgé Company has a significant amount of busine#is eértain customers. The loss of any of tl
customers, the loss of the ability to provide maradising and marketing services in those chaingherfailure to attract new large clients cc
significantly decrease the Compasyevenues and such decreased revenues could maatedal adverse effect on the Company or itsregtd o
desired assets, business, capital, cash flow,tceedienses, financial condition, income, liakakti liquidity, locations, marketing, operationggpects
sales, strategies, taxation or other achievemesijts or condition.

Dependence on Trend Towards Outsourci

The business and growth of the Company dependsrgre Ipart on the continued trend toward outsouroinmerchandising and market
services, which the Company believes has resulmd the consolidation of retailers and manufactyreas well as the desire to seek outsou
specialists and reduce fixed operation expensesteTban be no assurance that this trend in ouisguwvell continue, as companies may elec
perform such services internally. A significant mba in the direction of this trend generally, drend in the retail, manufacturing or businessisek
industry not to use, or to reduce the use of, autsl marketing services such as those providethdyCompany, could significantly decrease
Companys revenues and such decreased revenues could haateral adverse effect on the Company or itaveg#d or desired assets, busir
capital, cash flow, credit, expenses, financial ditton, income, liabilities, liquidity, locationgnarketing, operations, prospects, sales, strat
taxation or other achievement, results or condition

Failure to Successfully Compete

The merchandising and marketing services industtyighly competitive and the Company has compstitbat are larger (or part of lan
holding companies) and may be better financeddtfitian, the Company competes with: (i) a large banmof relatively small enterprises with spec
client, channel or geographic coverage; (ii) thterimal merchandising and marketing operationssoéxisting and prospective clients; (iii) indepemt
brokers; and (iv) smaller regional providers. Reriraj competitive in the highly competitive merchesinly and marketing services industry reqt
that the Company monitor and respond to trenddlimdustry sectors. There can be no assurancettigaCompany will be able to anticipate
respond successfully to such trends in a timelymaanf the Company is unable to successfully campecould have a material adverse effect ol
Company or its estimated or desired assets, bissicagital, cash flow, credit, expenses, financ@idition, income, liabilities, liquidity, locatia:
marketing, operations, prospects, sales, stratetgiegtion or other achievement, results or coonliti

If certain competitors were to combine into inteagcamerchandising and marketing services companiesdditional merchandising &
marketing service companies were to enter intortiasket, or existing participants in this industvgre to become more competitive, it could ha
material adverse effect on the Company or its egtch or desired assets, business, capital, cash diedit, expenses, financial condition, inca
liabilities, liquidity, locations, marketing, opdi@ns, prospects, sales, strategies, taxationhar@chievement, results or condition.
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Risks of Continuing Losses and Financial Covenaniolations

The Company has been profitable in each year s2@G8 (including both 2011 and in 2010 -see Item &irancial Statements a
Supplementary Data, below). Prior to 2008 the Camypoccasionally suffered losses. As a resulho$é¢ old losses and related effects, the Con
had repeated technical violations of certain comea the Company's old domestic credit facilighich its old lender periodically waived for f¢
rather than permanently resetting them to readijicachievable levels. However, the Company clednigs domestic lenders in July of 2010
entered into a new credit facility with financiabwenants that the Company believe are more reakbstd thus less likely to require waivers.
Company was in compliance of all its new domesiwer's bank covenants in 2010 and 2011. See7lteflanagemend’ Discussion and Analysis
Financial Condition and Results of Operations, idity and Capital Resources, below.

There can be no assurances that in the future ahg&ny will be profitable, will not violate covertarof its current or future Credit Faciliti
its lenders would waive any violations of such awaats, the Company will continue to have adequaés lof credit, or will continue to have suffici
availability under its lines of credit. Accordinglgontinued losses or marginal profitability by thempany, as well as any failure to maintain sigfit
availability or lines of credit from the Compasylenders, could have a material adverse effedhenCompany or its estimated or desired as
business, capital, cash flow, credit, expensesnfifal condition, income, liabilities, liquidityptations, marketing, operations, prospects, ¢
strategies, taxation or other achievement, result®ndition.

Variability of Operating Results and Uncertainty i€lient Revenue

The Company has experienced and, in the future, exagrience fluctuations in quarterly operatinguhess Factors that may cause
Companys quarterly operating results to vary from timeitoe and may result in reduced revenue and profitside: (i) the number of active clie
projects; (ii) seasonality of client products;)(iilient delays, changes and cancellations in ptsj€iv) the timing requirements of client projgc{v)
the completion of major client projects; (vi) thming of new engagements; (vii) the timing of pemsel cost increases; and (viii) the loss of
clients. In addition, the Company is subject toeraye or profit uncertainties resulting from facteueh as unprofitable client work (see below) dre
failure of clients to pay. The Company attemptsiitigate these risks by dealing primarily with largreditworthy clients, by entering into written
oral agreements with its clients and by using mtojeidgeting systems. These revenue fluctuationklaoaterially and adversely affect the Comg
or its estimated or desired assets, businessatapétsh flow, credit, expenses, financial conditimcome, liabilities, liquidity, locations, maitieg,
operations, prospects, sales, strategies, taxatiother achievement, results or condition.

Risks of Unprofitable Service

The Company has agreed, and in the future may afwa time to time to perform services for itsecit that become or turn out to
unprofitable even though the Company expected tkensaprofit when agreeing to perform them. The @any's services for a particular clien
project may be or become unprofitable due to mesak changes in circumstance, including (withouitation) any (i) mistake or omission made
investigating, evaluating or understanding anyveahé circumstance, requirement or request of thea@2my's client or any aspect of the prospe
services or their inherent problems, (ii) mistakade in pricing, planning or performing the prospectervice, (iii) service non-performance, mis-
performance or free neerformance, or (iv) change in cost, personneljlegpn or other performance circumstance. Unpaibfe services could redt
the Company's net revenues and, if material insggesaount or degree of unprofitability, could mat#yi and adversely affect the Company o
actual, expected, estimated or desired asset:ydussicapital, cash flow, credit, expenses, firromndition, income, liabilities, liquidity, lodans
marketing, operations, prospects, sales, stratetgiegtion or other achievement, results or coonliti

Failure to Develop New Products

A key element of the Comparsygrowth strategy is the development and sale wf preducts. While several new products are undeeat
development, there can be no assurance that the@&gnwill be able to successfully develop and mianexw products. The Comparsyinability ol
failure to devise useful merchandising or marketingducts or to complete the development or implaateon of a particular product for use on a |i
scale, or the failure of such products to achieweket acceptance, could adversely affect the Cogipaability to achieve a significant part of
growth strategy and the absence of such growttddoave a material adverse effect on the Compaiitg estimated or desired assets, business, ci
cash flow, credit, expenses, financial conditiorgoime, liabilities, liquidity, locations, marketingperations, prospects, sales, strategies, taxat
other achievement, results or condition and caniét the Company’s ability to significantly increagis revenues and profits.

Inability to Identify, Acquire and Successfully leigrate Acquisitions

Another key component of the Compasigrowth strategy is the acquisition of business®sss the United States and worldwide that
similar merchandising or marketing services. Theceasful implementation of this strategy dependmupe Company ability to identify suitabl
acquisition candidates, acquire such businessesaeptable terms, finance the acquisition and iategheir operations successfully with those @
Company. There can be no assurance that such eaesliidill be available or, if such candidates aalable, that the price will be attractive or thiad
Company will be able to identify, acquire, finarmeintegrate such businesses successfully. Iniaddin pursuing such acquisition opportunities
Company may compete with other entities with simgieowth strategies; these competitors may be tsagd have greater financial and other resol
than the Company. Competition for these acquisiteamgets could also result in increased pricescguition targets and/or a diminished poc
companies available for acquisition.






The successful integration of these acquisitiose alay involve a number of additional risks, in@hgd (i) the inability to retain the clients
the acquired business; (ii) the lingering effectspoor client relations or service performance hg acquired business, which also may tain
Companys existing businesses; (iii) the inability to retéiie desirable management, key personnel and ethployees of the acquired business;
the inability to fully realize the desired effice@es and economies of scale; (v) the inability $tablish, implement or police the CompangXxisting
standards, controls, procedures and policies oadhaired business; (vi) diversion of managemesthtbn; and (vii) exposure to client, employee
other legal claims for activities of the acquiragsimess prior to acquisition. In addition, any aregh business could perform significantly worsen
expected.

The inability to identify, acquire, finance and sessfully integrate such merchandising or markesiewyices business could have a mat
adverse effect on the Company or its estimatedesireld assets, business, capital, cash flow, ¢credienses, financial condition, income, liabi§i
liquidity, locations, marketing, operations, prosise sales, strategies, taxation or other achiemgmesults or condition.

Uncertainty of Financing for, and Dilution Resultig from, Future Acquisitions

The timing, size and success of acquisition effantd any associated capital commitments cannagdudily predicted. Future acquisitions r
be financed by issuing shares of the SGRP CommackStash, or a combination of Common Stock ant.ddghe SGRP Common Stock does
maintain a sufficient market value, or if potent@lquisition candidates are otherwise unwillingatzept the SGRP Common Stock as part ¢
consideration for the sale of their businessesCihimpany may be required to obtain additional ehplitrough debt or equity financings. To the ex
the SGRP Common Stock is used for all or a pontibthe consideration to be paid for future acqigs#, dilution may be experienced by exis
stockholders. In addition, there can be no asserémat the Company will be able to obtain the aolditl financing it may need for its acquisitions
terms that the Company deems acceptable. Failubtton such capital would materially and adversegfgct the Company or its estimated or des
assets, business, capital, cash flow, credit, esgerfinancial condition, income, liabilities, lidity, locations, marketing, operations, prospestdes
strategies, taxation or other achievement, resultondition.

Reliance on the Internet and Third Party Vendo

The Company relies on the Internet for the schaduliracking, coordination and reporting of its oiemndising and marketing services.
Internet has experienced, and is expected to agntim experience, significant growth in the numlodrssers and amount of traffic as well as incrd
attacks by hackers and other saboteurs. To thatetkiat the Internet continues to experience irsgdanumbers of users, frequency of use or incr
bandwidth requirements of users, there can be surasce that the Internet infrastructure will coné to be able to support the demands placed «
Internet by this continued growth or that the perfance or reliability of the Internet will not beheersely affected. Furthermore, the Internet
experienced a variety of outages and other delays rasult of accidental and intentional damageotrtions of its infrastructure, and could face
outages and delays in the future of similar or gmeaffect. The Company relies on thjpdrty vendors to provide its Internet access ahdratervice
used in its business, and the Company has no ¢aweo such thirgearty providers. Any protracted disruption or meteslowdown in Internet «
other services could increase the Compsrgsts of operation and reduce efficiency andopesdince, which could have a material adverse effe
the Company or its estimated or desired assetésnss capital, cash flow, credit, expenses, firdmondition, income, liabilities, liquidity, lo¢@ns
marketing, operations, prospects, sales, strateigiestion or other achievement, results or cooliti

Economic and Retail Uncertaint

The markets in which the Company operates areaalciind subject to the effects of economic dowrstufiine current political, social a
economic conditions, including the impact of teisor on consumer and business behavior, make itdlifffor the Company, its vendors and its cli
to accurately forecast and plan future businegsities. Substantially all of the Comparsykey clients are either retailers or those seeldrap produc
merchandising at retailers. Should the retail ilgugxperience a significant economic downturn, theultant reduction in product sales ct
significantly decrease the Compasyevenues. The Company also has risks associatiedtsvclients changing their business plans and#ducin(
their marketing budgets in response to economiditions, which could also significantly decrease @ompanys revenues. Such revenue decre
could have a material adverse effect on the Compaiitg estimated or desired assets, businessatagsh flow, credit, expenses, financial coodi
income, liabilities, liquidity, locations, markeginoperations, prospects, sales, strategies, texatiother achievement, results or condition.
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Risks Associated with Furniture and Other Relatedgembly Service

The Company's technicians assemble furniture ahergiroducts in the homes and offices of custom®verking at a customer's home
office could give rise to claims against the Compfor errors, omissions or misconduct by those nézihns, including (without limitation) harassm:e
personal injury, death, damage to or theft of augtoproperty, or other civil or criminal miscondumt such technicians. Claims also could be r
against the Company as a result of its involvenierguch assembly services due to (among other ghipgpduct assembly errors and omissi
product defects, deficiencies, breakdowns or ceéaproducts that are not merchantable or fitHeirtparticular purpose, products that do not con
to published specifications or satisfy customeregtations, or products that cause personal ingenth or property damage, in each case wr
actual, alleged or perceived by customers, andpaetive of how much time may have passed sinde assembly. If such claims are assertec
adversely determined against the Company, thehet@xtent such claims are not covered by indenatiéin from the product's seller or manufact
or by insurance, they could have a material adveffert on the Company or its estimated or desasskts, business, capital, cash flow, ci
expenses, financial condition, income, liabilitibquidity, locations, marketing, operations, presfs, sales, strategies, taxation or other achiemt
results or condition.

Dependence Upon and Cost of Services Provided lijig&es

The success of the Compasylomestic business is dependent upon the suctesgsftution of its field services by SPAR Marketi@grvices
Inc. (“SMS”), and SPAR Management Services, INBMSI”), each of which is an affiliate, but not a subsidjarfthe Company, and none of whic
consolidated in the Comparsyfinancial statements. SMS provides substantgllyf the domestic merchandising specialists usgdhe Compar
(87% of the domestic field merchandising speciaigtense in 2011), and SMSI provides substanta&llpf the domestic field management serv
(94% of the domestic field management expense 11 P0sed by the Company in conducting its domédsi&iness. These services are provided t
Company by SMS and SMSI at rates equal to theal wast plus four percent pursuant to contracts & cancelable on 60 days notice pric
December 31 of each year or with 180 days noticangtother time. See Item 13Certain Relationships and Related Transactions, Biréctor
Independenc, and Note 10 to the Consolidated Financial StatesneRelated Party Transactions.

The Company has determined that the rates charge®M$5 and SMSI for their services are slightly fealde to the Company (wh
compared to other possible providers). SMS hassadvthe Company that those favorable rates arendigmt (at least in part) on SMS's abilit
continue to use independent contractors as ig fireerchandising specialists, that such mercharglispecialists generally provide greater flexit
and performance quality at lower total costs assalt of their independence, that SMS complie$ w&jiplicable independent contractor requirern
for the individuals and companies it retains aklfieerchandising specialists, and that the appatgmess of SMS's treatment of its field merchang
specialists as independent contractors has bedmebusubject to challenge (both currently andtdrisally) by various states. The expense
defending those challenges are part of the totstiscoorne by the Company. There can be no assuthat SMS will succeed in defending any ¢
challenge, and an adverse determination could@ser&MSs costs of doing business. Any material increaghe costs of SMS or SMSI (and thus
costs it charges to the Company), or any decreasadh performance quality, could have a matedaéese effect on the Company or its estimate
desired assets, business, capital, cash flow,tcegienses, financial condition, income, lial8ij liquidity, locations, marketing, operationggpects
sales, strategies, taxation or other achievemesits or condition.

Potential Conflicts in Services Provided by Affities

SMS and SMSI (collectively, the “SPAR Affiliatesdye owned solely by Mr. Robert G. Brown, foundérector, Chairman of the Compa
and Mr. William H. Bartels, founder, directpand Vice Chairman of the Company, each of whomadge directors and executive officers of eac
the SPAR Affiliates (See Item 13 CGertain Relationships and Related Transactions, Bindctor Independence, below), and (Note 10 tc
Consolidated Financial StatementRelated Party Transactions). In the event of aspude in the business relationships between thep@nynand or
or more of the SPAR Affiliates, it is possible thHdessrs. Brown and Bartels may have one or mordlictenof interest with respect to thc
relationships and could cause one or more of theRSRffiliates to renegotiate or cancel their comtsawith the Company or otherwise act in a
that is not in the Company’s best interests.

While the Company relationships with SMS and SMSI are excellergréhcan be no assurance that the Company coulé¢éssary und
the circumstances) replace the field merchandispegialists and management currently provided by @d SMSI, respectively, in sufficient time
perform its client obligations or at such favorakdg¢es in the event the SPAR Affiliates no longerfermed those services. Any cancellation, ¢
nonperformance or material pricing increase untiesé affiliate contracts could have a material eslveffect on the Company or its estimate
desired assets, business, capital, cash flow,tceegienses, financial condition, income, lial8ij liquidity, locations, marketing, operationggpects
sales, strategies, taxation or other achievemesits or condition.

Risks of Common Stock Ownersh

Dividends on SGRP Common Stock are discretionasyemever been paid, are subject to restrictiortaenCompany's credit facilities &
applicable law and can only be paid to the holdéiISGRP Common Stock if the accrued and unpaididivils and potential dividends are first pa
the holders of the Series A Preferred Stock. tndhent of the Company's liquidation, dissolutionwinding-up, the holders of Common Stock
only entitled to share in the Company's assetmyf that remain after the Company make paymeandfprovision for all of the Company's debts
liabilities and the liquidation preferences of aflthe Company's outstanding Preferred Stock. §fwan be no assurance that sufficient funds



remain in any such case for dividends or distrimgito the holders of SGRP Common Stock.
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Risks Related to the Company's Preferred St

The Company's ability to issue or redeem PrefeBt&tk, or any rights to purchase such shares, atisttburage an unsolicited acquisil
proposal. For example, the Company could impedesiness combination by issuing a series of prefiestock containing class voting rights
would enable the holders of such preferred stociBlack a business combination transaction. Altéveyy, the Company could facilitate a busir
combination transaction by issuing a series of grefl stock having sufficient voting rights to pdes a required percentage vote of
stockholders. Additionally, under certain circuarstes, the Company's issuance of preferred stogkl amversely affect the voting power of
holders of the Company's common stock. AlthoughQompany's board of directors is required to maakedetermination to issue any preferred <
based on its judgment as to the best interesthiefCompany's stockholders, the Company's boardreftdrs could act in a manner that wc
discourage an acquisition attempt or other traimathat some, or a majority, of the Company'sidtotders may believe to be in their best interes
in which stockholders may receive a premium foirte®ck over prevailing market prices of such kto€he Company's board of directors does r
present intend to seek stockholder approval pdoarty issuance of currently authorized stock, unteherwise required by law or applicable s
exchange requirements.

Risks of Illiquidity in SGRP Common Stoc

The market price of the Company's common stockhigtsrically experienced and may continue to exgreré significant volatility. Durir
the year ended December 31, 2011, the sale pri&G&tP Common Stock fluctuated from $0.88 to $2.88gmare. The Company believes the
Common Stock is subject to wide price fluctuatidos to (among other things) the following:

« the relatively small public float and correspondthi trading market for SGRP Common Stock, attabie to (among other things) the le
block of voting shares beneficially owned by then@any's cdounders (as noted below) and generally low tradialymes, and that th
trading market may cause small trades to havefgignt impacts on SGRP Common Stock price;

» the substantial beneficial ownership of approxinya®2.1% of the Company's voting stock and potéctiatrol by the Company's co-
founders (who also are directors and executiveef§ of the Company), Mr. Robert G. Brown, who Ifieraly owns approximately 36.3%
(or 7,639,580 shares) of SGRP Common Stock, and\¥liam H. Bartels, who beneficially owns approxtely 25.8% (or 5,429,800 shar
of SGRP Stock, which amounts were calculated usitad beneficial ownership (21,053,971 shares)tard individual beneficial ownershi
at December 31, 2011 (including all shares therfiginlly owned under currently exercisable warsaad vested options), as more fully
described above and below;

« the periodic potential risk of the delisting of SBRommon Stock from trading on Nasdaq (as descble&uiv);

« any announcement, estimate or disclosure by thep@oy or any projection or other claim or pronoumeat by any of the Compan
competitors or any financial analyst, commentabbogger or other person, respecting (i) any newdped created, product improveme
significant contract, business acquisition or iiefehip, or other publicized development by the @any or any of its competitors, or (ii) ¢
change, fluctuation or other development in the Gany's actual, estimated or desired assets, bgsioagital, cash flow, credit, expen:
financial condition, income, liabilities, liquidifylocations, marketing, operations, prospects,ssatategies, taxation or other achieven
results or condition or in those of any of the Camgs competitors, in each case irrespective ofiracy or validity and whether or 1
adverse or material; and

« the general volatility of stock markets, consumed &nvestor confidence and the economy generalhjiglwvoften affect the prices of stc
issued by the Company and many others without detgaiinancial results or condition).

If the Company issues (other than at fair markéievéor cash) or the Company's fminders sell a large number of shares of SGRP Gm
Stock, or if the market perceives such an issuancale is likely or imminent, the market priceS%5RP Common Stock could decline and that de
could be significant.

In addition, the volatility in the market price 8GRP Common Stock could lead to class action gexsufitigation that (however unjustifie
could in turn impose substantial costs on the Campdivert managemerst’attention and resources and harm the Compamgk ptice, busines
prospects, results of operations and financial itmmd

The Company is endeavoring to increase its pubdiat fand reduce such volatility by the sale of afB{000,000 shares of SGRP Comi

Stock by the Company and certain selling stockhslée the public pursuant to (among other thing®gistration statement on Forn33hat was file
with the SEC and became effective on April 8, 208te "SGRP Common Stock Offering and S-3 Registraticier8ent’, on page 22, below.
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Risks Related to the Company's Significant Stockderis: Potential VVoting Control and Conflict

The Company's co-founders, Mr. Robert G. Brown lsindWilliam H. Bartels are directors, executiveioéfrs (Chairman and Vic€hairman
respectively) and significant stockholders of tr@rpany, and also are selling stockholders undeB#Bdregistration Statement (see "SGRP Corr
Stock Offering and $-Registration Statement" on page 22, below). Bdown beneficially owns approximately 36.3%, Mr.rigds beneficially owr
approximately 25.8%, and they own approximatelyl®2in the aggregate of the SGRP Common Stock, wéicbunts were calculated using t
beneficial ownership (21,053,971 shares) and theividual beneficial ownerships (7,639,580 shaed 5,429,800 shares, respectively) at Dece
31, 2011, which ownerships included all shares figaly owned under currently exercisable warraatsl vested options. Although the Comg
expects those percentages to decrease through cdfagSRP Common Stock by the Company and the §elitockholders pursuant to the3S-
Registration Statement, (Se&GRP Common Stock Offering and S-3 Registraticer8emt' on page 22, below), after all such sales, Mr.vBrawill
beneficially own at least 7,139,580 shares (or @), Mr. Bartels will beneficially own at least 48800 shares (or 21.5%), and Mr. Brown and
Bartels will beneficially own in aggregate at 1ed2069,380 shares (or 52.6%) of the SGRP CommackShen beneficially owned on a pro for
basis (assuming no other changes). Mr. Brown andBdrtels have, should they choose to act toge#ret,under certain circumstances Mr. Br
acting alone may have, the ability to control thexgon of directors, the approval of mergers alhdther matters that must or may be approved
Company's stockholders. In any event, Mr. Browd &h. Bartels continue to have significant influenaver the Company's business and opere
and the outcome of the Company's corporate actinalsiding those involving stockholder approvalhe interests of any significant stockholder |
be different from time to time from, and potengaih conflict with, the interests of other stocktiets, and ownership concentration could dele
prevent a change in the Company's control or otiserdiscourage the Company's potential acquistiioanother person, any of which could caus:
market price of the SGRP Common Stock to declirkthat decline could be significant.

Risks of Dilution

The Company may issue and the selling stockholffera time to time may sell SGRP Common Stock atyiway prices under the S-
Registration Statement (seSGRP Common Stock Offering and S-3 Registraticer8&nt' on page 22, below). The Company will try to nraize
the net proceeds it receives in each sale, ampiedito sell the SGRP Common Stock for more tharCitmpany's net book value per share (anc
avoid diluting the existing equity of its existisgpckholders by its sales of newly issued SGRP Com8tock), but there can be no assurance th
Company will be able to do so. The Selling Stod#tars are reselling shares of Common Stock thadleady issued and outstanding, and those
cannot dilute or otherwise affect the existing ggoif the Company's existing stockholders. The @any also will issue Common Stock at $0.4C
share under the stock options as and when exer@sddhe Company may issue additional optionsrextbrs, officers, employees and consultan
the future at peshare exercise prices below the price you payaduition, the Company may issue shares of SGRP G@on#tock in the future
furtherance of the Company's acquisitions or dexaknt of businesses or assets. Each of thosethad issuances of SGRP Common Stock ¢
have a dilutive effect on the value of your shadefending on the price the Company are paid @w#ue of the assets or business acquired) fdn
shares, market conditions at the time and otheoifs.c

Risks of a Nasdaq Delisting

The SGRP Common Stock has recently traded and amuitinue to trade for less than $1.00 per shahéctwis below Nasdaq's minimt
trading price for continued listing on the Nasdé&ark market. In April 2010, the Company receivexices from Nasdaq advising that the Comy
failed to maintain a minimum closing bid price df.80 per share for shares of SGRP Common Stocthéprior 30 consecutive business day
required by Nasdag Listing Rule 5550(a)(2) (knowsntlze "Bid Price Rule"), and that the Company haB@ day grace period in which to rec
compliance with the Bid Price Rule by maintaininglasing bid price of $1.00 per share for the SG&¥nmon Stock for a minimum of t
consecutive business days. Such compliance wasvachwithin the applicable grace period, and tl@m@any received notice from Nasdac
September 2010 that the Company had regained camegliwith the Bid Price Rule and that such mattes elosed.

There can be no assurance that the Company widhbe to comply in the future with the Bid Price Buwr Nasdag's continued list
requirements. If the Company fails to satisfy thid Brice Rule and continues to be in mmmpliance after notice and the applicable six maract
period ends, Nasdaq may commence delisting proesdagainst the Company (during which the Compadlyhave additional time of up to ¢
months to appeal and correct its rammpliance). If the SGRP Common Stock shares whirmately delisted by Nasdaq, the market liquidifythe
SGRP Common Stock could be adversely affected tsnoharket price could decrease, even though suateshmay continue to be traded "over
counter", due to (among other things) the poteftiaincreased spreads between bids and asks, loaging volumes and reporting delays in over-the-
counter trades and the negative implications amcdepgions that could arise from such a delisting.
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Risks Associated with International Subsidiari

While the Company endeavors to limit its exposwe dlaims and losses in any international subsydtarough contractual provisiol
insurance and use of single purpose entities fon sentures, there can be no assurance that the@&@onwill not be held liable for the claims aga
and losses of a particular international subsidiarger applicable local law or local interpretat@frany subsidiary agreements or insurance pravs
If any such claims and losses should occur, benmhte amount and be successfully asserted agdiesCompany, such claims and losses could
a material adverse effect on the Company or itsneséd or desired assets, business, capital, tash dredit, expenses, financial condition, incc
liabilities, liquidity, locations, marketing, opei@ns, prospects, sales, strategies, taxationtmr@chievement, results or condition.

Risks of Having Material Local Investors in Interngonal Subsidiaries

The Companys international model is to join forces with log@lestors having merchandising service expertisecambine their knowleds
of the local market with the Compasyproprietary software and expertise in the merdisimg business. As a result, each of the Comg
international subsidiaries (other than Canada apdr) that is owned in material part by an entitthie local country where the international sulasi
resides and that is not otherwise affiliated with Company (each a "Local Stockholder"). The joeriture agreements between the Company ai
Local Stockholder in the respective internationddsidiaries specify, among other things, the eqpitggramming and support services the Compe
required to provide and the equity, credit suppoeettain services and management support that ¢leal LStockholder is required to provide to
international subsidiary. In the event of any die@ment or other dispute in the business reldiipadhetween the Company and Local Stockhold
is possible that the Local Stockholder may have onenore conflicts of interest with respect to ttedationship and could cause the applic
international subsidiary to operate or otherwisgraa way that is not in the Company’s best irgese

The joint venture agreements generally have urgidhitontract terms and parties generally do not hlaeeright to unilaterally withdray
However, a nordefaulting party has the right to terminate sucteament upon the other party's default, receiptatice and failure to cure withir
specified period (generally 60 days). In additieither party, at any time after the end of a dtiperiod (usually between three and five yearsy
(1) sell all or part of its equity interest in thternational subsidiary to a third party by pramgia written notice to the other party of sucleiritons (it
which case the other party has the right of fieStisal and may purchase the equity of the offepisudy under the same terms and conditions) (a 't
of First Refusal"); or (2) offer to purchase theiieg of the other party (in which case the othertyphas 120 days to either accept or reject theraf
to reverse the transaction and actually purchasefflering party’s equity under the same terms @ndlitions) (a "Buy/Sell Right").

The Company believes its relationships with thedldstockholders in its international subsidiariemain good. Several of the Company’
respective international subsidiary contracts éreeeat or near the end of the applicable perahing which either of the parties may trigger Righi
of First Refusal and Buy/Sell provisions descrilabdve. Both the Company and such Local Stockhs|desr part of their ongoing relationship, ar
will be assessing appropriate action as describedea

There can be no assurance that the Company céuldogssary under the circumstances) replace equéslit support, management and ¢
services currently provided by any Local Stockholite sufficient time to perform its client obligatis or that the Company could provide tt
services and or equity in the event the Local Stotder was to sell its stock or reduce any supfmthe Company subsidiary in the applical
country. Any cancellation, other nonperformancenaterial change under the joint venture agreemaittsLocal Stockholders could have a mats
adverse effect on the Company or its estimatedesireld assets, business, capital, cash flow, ¢credienses, financial condition, income, liabi§i
liquidity, locations, marketing, operations, prosise sales, strategies, taxation or other achiemgmesults or condition.

Risks Associated with Foreign Currenc

The Company also has foreign currency exposurecided with its international subsidiaries. In 2ptfese exposures are primarily
concentrated in the Australian Dollar, Canadianl&oMexican Peso, South African Rand, JapaneseavidnChinese Yuan.
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Risks Associated with International Busine

The Companys expansion strategy includes expansion into varimuntries around the world. While the Companyeerdrs to limit it
exposure by entering only countries where the ipalitsocial and economic environments are con@uttvdoing business, there can be no assur
that the respective business environments will ierfevorable. In the future, the Compasyhternational operations and sales may be affdzyethe
following risks, which may adversely affect Unit8thtes companies doing business in foreign cosntrie

. Political and economic risks, including terroastacks and political instability;

. Various forms of protectionist trade legislatirat currently exist, or have been proposed,;

. Expenses associated with customizing products;

. Local laws and business practices that favaalloompetition;

. Dependence on local vendors;

. Multiple, conflicting and changing governmentals and regulations;

. Potentially adverse tax consequences;

. Local accounting principles, practices and pdoces and limited familiarity with US GAAP;

. Foreign currency exchange rate fluctuations;

. Communication barriers, including those aridirggn language, culture, custom and times zones; and
. Supervisory challenges arising from distancgspfal absences and such communication barriers.

Item 1B. Unresolved Staff Comments

On December 16, 2011, the Company received a cotrletegr from the SEC's staff respecting their ioaireview of the Company's Ann
Report on Form 1@ for the year ended December 31, 2010, as fildt the SEC on March 15, 2011 (the "SGRP 2010 AnReglort"). The SEC
staff noted (among other things) the change in@iog firms in India respecting the local audittioé Company's India subsidiary, SPAR KROG!
Marketing Private Limited (formerly known &PAR Solutions Merchandising Private Limitatl mistakenly referenced in the SGRP 2010 Ar
Report asSPAR Solutions India Private Limit¢d The Company responded that the local auditanghd because of the referenced change in the
India investor and not because of any disagreeméhtthe former local auditor. One issue remainsesolved: the SEC's staff believes that
Company was required to file ankBand make related disclosures respecting thatgeh@amthe local India auditor, while the Companyicwes tha
such an & filing was not required because its India sulaigiwas and currently is immaterial and insignificaln 2010, the India subsidit
contributed less than 5% of the Company's condelilassets and revenues and reported a net I§89@00. The Company is continuing to dis
the applicable requirements with the SEC's stafirireffort to resolve this issue.

Item 2. Properties

The Company does not own any real property. The famy leases certain office space and storagetfesifor its corporate headquart:
divisions and subsidiaries under various operdtiages, which expire at various dates during thext five years. These leases generally requir
Company to pay rents at market rates, subject tmdgie adjustments, plus other charges, includitititias, real estate taxes and common
maintenance. The Company believes that its relshius with its landlords generally to be good. Heere as these leased facilities generally are
for offices and storage, the Company believesdttadr leased spaces could be readily found andeadibn similar terms should the need arise.

The Company maintains its corporate headquarteappmoximately 5,600 square feet of leased offjzzce located in Tarrytown, New Yo
under an operating lease with a term expiring Ndwem80, 2013, and maintains its data processingecemd warehouse at its regional offici
Auburn Hills, Michigan, under an operating leasgigrg October 31, 2015. The Company believes itsaexisting facilities are adequate for
current business. However, new facilities may taeddshould the need arise in the future.

The following is a list of the headquarter locatidar the Company and its international subsidgarie

DOMESTIC:
Tarrytown, NY (Corporate Headquarters)
Auburn Hills, MI (Regional Office, Warehouse andn@@al Computer Operations)

INTERNATIONAL:

Toronto, Ontario, Canada Tokyo, Japan BuchaReshania
Durban, South Africa New Delhi, India Melbourne, Australia
Mexico City, Mexico Shanghai, China Istanbul, Hey

Item 3. Legal Proceedings

Longstanding litigation with Safeway Inc. ("Safewpagoncluded in August 2010. On October 24, 20Gffe®ay filed a complaint against F
Merchandising Co., Inc. ("PIA Co."), a wholly-ownsdbsidiary of SPAR Group, Inc. ("SGRP"), Pivotalés Company ("Pivotal"), a whollgwnec
subsidiary of PIA Co., and SGRP in Alameda Cou@glifornia) Superior Court, case no. 2001028498&8fe®ay’s claims, as subsequently amen



alleged causes of action for breach of contract lameéch of implied contract. PIA Co. and Pivotdédi crosselaims against Safew:
including causes of action for breach of contraxt mterference with economic relationships. Theecproceeded to trial by jury. On May 26, 2|
the jury returned a verdict that awarded certaimalges on different claims to PIA Co. and Pivotal awarded certain damages to Safeway, res!
in a net award of $1,307,700 to Pivotal. Judgmeas wntered in favor of Pivotal and against SafeaayAugust 14, 2006, for $1,307,700

subsequent order awarded Pivotal certain coursdotdling $33,725.
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Thereafter, both sides filed appeals. On May 27,02@he California Court of Appeal issued a decisadfirming the judgment in full. A
appellate proceedings concluded on July 28, 2@®.August 2, 2010, Safeway tendered, and the Coyngecepted, payment of $1,888,000 in
payment of the judgment.

In addition to the above, the Company is a partyawous other legal actions and administrativecpealings arising in the normal cours
business. In the opinion of Compasymanagement, disposition of these other mattersatr anticipated to have a material adverse efiacthe
Company or its estimated or desired assets, bissicagital, cash flow, credit, expenses, financ@idition, income, liabilities, liquidity, locatia:
marketing, operations, prospects, sales, strateigiestion or other achievement, results or cooliti

Item 4. Submission of Matters to a Vote of SecurityHolders

None.
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PART Il
Item 5. Market for Registrant’s Common Equity, Related Shareholder Matters and Issuer Purchases of Edly Securities
The Company's Capital Stock Generally:

SGRP's certificate of incorporation authorize®itsisue 47,000,000 shares of common stock withr agdae of $0.01 per share (the "SGRP Com
Stock"), which all have the same voting, dividemdl diquidation rights. SGRP Common Stock is tradedthe Nasdaq Capital Market ("Nasd:
under the symbol "SGRP". On December 31, 2011StBBP Common Stock closing price was $1.00 peeslizere were 20,103,043 shares of S
Common Stock issued and outstanding in the aggFegdtich had an aggregate market value of $20,283 here were 21,053,971 shares of S
Common Stock beneficially owned in the aggregateciwvbeneficial ownership included all shares theneficially owned under currently exercist
vested options; there were 15,414,598 shares (omrompnately 73%) of SGRP Common Stock beneficiaiyned by the officers, directors ¢
affiliates of SGRP in the aggregate, which affédtownership included shares then beneficially awnmader currently exercisable vested options
had an aggregate market value of $15,414,598; lzaré tvere 5,639,373 shares (or approximately 2798GRP Common Stock beneficially owt
by nonaffiliates of the Company in the aggregate (i.&5R®'s public float), which float included sharesrthbeneficially owned under currer
exercisable warrants and vested options and haygregate market value of $5,639,373. See “Itera $2curity Ownership of Certain Benefic
Owners and Management and Related Stockholder ig§tteelow.

SGRP's certificate of incorporation also authorie® issue 3,000,000 shares of preferred stodk wipar value of $0.01 per share (the "S
Preferred Stock"), which may have such preferersoes priorities over the SGRP Common Stock and otiggrts, powers and privileges as
Company's Board of Directors may establish inigsrttion from time to time. The Company has @datnd authorized the issuance of a maximt
3,000,000 shares of Series A Preferred Stock potsteaSGRP's Certificate of Designation of Serid8 Preferred Stock (the "SGRP Serie:
Preferred Stock"), which have dividend and liquiclatpreferences, have a cumulative dividend of @6 year, are redeemable at the Comp
option and are convertible at the holder's optemd(without further consideration) on a oneste basis into SGRP Common Stock. The numt
shares authorized by such certificate of incorponaand designation was, however, reduced to 25885shares of remaining authorized and avai
preferred stock by the conversions described iméhe paragraph and could be further reduced byhndment or redemption to facilitate the creatio
any other SGRP Preferred Series. At December 31,,2® shares of SGRP Series A Preferred Stock issned and outstanding.

During 2008, 338,801 shares of such Series A Rexfeé8tock were purchased by a i®@RP retirement plan whose trustee is and beneésianclud:
Robert G. Brown (who is a dounder, director, executive officer and significahareholder of SGRP), and 215,601 shares of Sadbks A Preferre
Stock were purchased by a non-SGRP retirementylarse trustee and beneficiaries include WilliamBidrtels (who also is a dounder, directo
executive officer and significant shareholder of RBG, which shares collectively constituted all bé toutstanding shares of Series A Prefe
Stock. On or before March 10, 2011, Mr. Brown a&hd Bartels, as trustees of those plans, each éqdested that their plan's preferred shar
converted into SGRB’Common Stock in accordance with its terms, anadier to facilitate conversion of those sharepéyment of all accrued a
unpaid dividends, on March 10, 2011, SGRP's Bo&Rirectors (i) fixed March 10, 2011, as the applite record date for determination of the hol
of the SGRP’s Series A Preferred Stock eligiblestteive such dividends, (i) declared a dividendooh SGR Series A Preferred Stock equal tc
accrued and unpaid dividends thereon, payabledarestof SGRR' Common Stock valued at their market value ($p&4share) on such record d
and (iii) authorized the issuance of the shareS®RP5 Common Stock necessary to effect such conve(864,402 shares) and accrued divic
payment (54,584 shares) in consideration of thdemesrl shares surrendered and the accrued dividéredeby satisfied. As a result of s
conversions and stock dividends, on March 11, 28rl Brown's plans received 372,158 shares of SGRRmmon Stock (33,357 shares of wl
were for accrued dividends) and Mr. Bartels' planeived 236,828 shares of SGRRZommon Stock (21,227 shares of which were forusc
dividends). See “ltem 12 — Security Ownership efit@n Beneficial Owners and Management and Rel8tedkholder Matters”, and “ltem 13
Certain Relationships and Related TransactionsParattor Independence”, below.

The holders of SGRP Common Stock and Series A Regfe&Stock vote together for directors and othettens, other than matters pertaining onl
the Series A Preferred Stock (such as amending S3Rftificate of Designation of Series "A" Pre&etiStock) where only the holders of the Seri
Preferred Stock are entitled to vote. For a mamapete description of the SGRP Common Stock an&FS@referred Stock, director and offi
exculpation and indemnification, absence of cunivgatoting rights and certain other governance ensitplease see "Our Capital Stock" on pa
through 12 of SGRP's Amendment No. 1 to its Reafistn Statement on Form S-3 as filed with the SE@pril 8, 2011.
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Price Range of Common Stoc

The following table sets forth the reported higld dow sales prices of the Common Stock for the guarindicated as reported on the Na
Capital Market.

2011 2010
High Low High Low
First Quarter $ 23t % 08¢ $ 1.1C $ 0.7€
Second Quarter 1.9C 1.0t 1.0C 0.4¢
Third Quarter 1.5¢ 0.87 1.0¢ 0.4z
Fourth Quarter 1.2t 0.8¢ 1.1C 0.8C

Dividends

The Company has never declared or paid any castedids on its Common Stock and does not anticipaieng cash dividends on
Common Stock in the foreseeable future. The Comparrently intends to retain future earnings tmfice its operations and fund the growth o
business. Any payment of future dividends will béha discretion of the Board of Directors of thengpany and will depend upon, among other th
the Companys earnings, financial condition, capital requiretsefevel of indebtedness, contractual restrictionespect to the payment of divide
and other factors that the Company’s Board of Diecdeems relevant.

Issuer Purchases of Equity Securiti¢
SGRP did not repurchase any of its equity secardiging its fiscal year ended December 31, 2011.
SGRP Common Stock Issuanc

SGRP did not issue any SGRP Common Stock durin@ 202011 other than (i) pursuant to its existiegistered stock compensation
stock purchase plans (See Note 13teck Based Compensation), (ii)) SGRP's issuanddanch 10, 2010, of 120,000 shares of SGRP Commock
to Alliance Advisors, LLC, pursuant to SGRP's a&gnent with it on August 15, 2009, to privately 961D,000 shares of SGRP Common Stock to
total consideration of $0.47 per share (the fairkmawvalue at the time of such agreement) or $356i0@he aggregate (as more fully described in IBem
(a) of SGRP's Quarterly Report respecting the guanided September 30, 2010), (iii) SGRP's issuandVlarch 26, 2011, of 75,000 shares of S
Common Stock to Michael Anthony Holdings, Inc., suant to SGRP's agreement with it on March 26, 2€d @rivately issue warrants to it,
consideration of its term loan to the Company (e toan is more fully described in Note 4 to then€olidated Financial Statements in SG
Quarterly Report respecting the quarter ended 8dye30, 2010), for total consideration and exerpisce of $0.85 per share (the fair market vab
the time of such agreement), and (iv) SGRP's issian March 11, 2011, of 608,986 shares SGRP Con8tark to Mr. Robert G. Brown and |
William H. Bartels, as trustees of certain benplféns, in the conversion of and payment of accinggtest on SGRP's outstanding Series A Pref
Stock (See "The Company's Capital Stock Generadlpve). The offer and sale of the shares referkirt clause (ii) and the warrants and st
referenced in clause (iii) and the issuance ofsteres described in clause (iv) of this paragraple mot been registered under the Securities £
other securities laws, as they were made in apuiric offer and sale made in reliance upon (amathgr things) Section 4 (2) of the Securities Act.

SGRP Common Stock Offering anc-3 Registration Statement

The Company has filed with the SEC has approveshestration statement on Form S-3 (as amended20fEL S3 Registration Statemen
for the sale of SGRP Common Stock to the publidctvivecame effective on April 8, 2011. Upon ameadtrof the 2011 3-Registration Stateme
to reflect the terms of particular sales, the Comypaill be permitted to sell a maximum of 2,000,0¢tares for its benefit and the selling stockhd,
Mr. Brown and Mr. Bartels, will be permitted to lsalmaximum of 500,000 shares each for their rasgebenefit under the 2011 BRegistratio
Statement (which maximums could be increased byndment and payment of the requisite fees). Howevased on the SGRP Common S
beneficially owned by the Company's naffiliates (i.e., its public float) and the SGRPrm@mon Stock Price of $1.00 per share on Decembe2(®ll1
the Company will be further limited under the apable S3 rules to sales of approximately $1,879,772 irceeals (or 1,879,772 shares) at that ¢
and the maximum sales by Mr. Brown and Mr. Barteil be proportionally reduced accordingly. An iease in its public float or a discoun
offering sale price would permit the Company td sere of its Common Stock under the 2011 S-3 Regjisn Statement.
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SGRP Common Stock Performant

The following graph shows a comparison of cumutatiotal returns for SGRB’Common Stock, the Nasdag Stock Market (U.S. Corep;
Index and the Nasdaq Stocks (SIC 73889 U.S. Companies) Miscellaneous Business Sentitdex, Russell 2000 and S&P Advertising for
period during which SGRP’s Common Stock has begistered under Section 12 of the Securities Exchakg of 1934, as amended (thexthang
Act”). The graph assumes that the value of an investme@bmmon Stock and in each such index was $100 emember 31, 2006, and that
dividends have been reinvested.

The comparison in the graph below is based on figsiodata and is not intended to forecast the iptes$uture performance of SGRP’
Common Stock.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN®
Among SPAR Group, Inc., the MASDAQ Composite Index, the Russell 2000 Index,
the 5&F Advertis ing Index, and 8 Pesr Group

5440 -

520
$0 f : ! ) f
1206 1207 1208 1208 1240 1241
—&— 5PAR Group, Inc. — v~ HASDAG Composite = ¥r - -Russell 2000
—#— S&P Advertising —— Peer Group

=510 invested on 12:31/05 in stodk orindex, induding reinwestment of dividends.
Fiszal year ending December 31,

Copynight® 2012 S&P, a divizion of The MoGraw-Hill Companizs Inc. All rights resered.

12/31/06 12/31/07 12/31/08 12/31/0¢ 12/31/10 12/31/11
SPAR Group, Inc. 100.0( 56.5¢ 61.4¢ 65.5% 68.0% 81.9%
NASDAQ Composite 100.0( 110.2¢ 65.65 95.1¢ 112.1C 110.8!]
Russell 2000 100.0( 98.4: 65.1¢ 82.8¢ 105.1+4 100.7¢
S&P Advertising 100.0( 85.47 47.5¢ 73.81% 92.2¢ 90.2:
Peer Group 100.0( 106.7% 49.7: 87.8( 118.3¢ 119.8¢
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Item 6. Selected Financial Data
Not applicable.
Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations, Liquidly and Capital Resources

Statements contained in this “Management’s Discussi and Analysis of Financial Condition and Resultsf Operations” include
“forward-looking statements” within the meaning athe Securities Laws and are based on the Comparbest estimates and determinations. °
can identify forwardlooking statements in such information by the Compes use of terms such as "may", "will", "expect","intend", "believe",
"estimate", "anticipate”, "continue" or similar wor ds or variations or negatives of those words. Yahwould carefully consider all such informatic
and the other risks and cautions noted in this AnsluReport and the Company's other filings under djgable Securities Laws (including th
report, each a "SEC Report") that could cause theo@pany's actual assets, business, capital, cashvflaredit, expenses, financial conditic
income, liabilities, liquidity, locations, marketiy, operations, prospects, sales, strategies, taxatir other achievement, results, risks or conditito
differ materially from those anticipated by the Cqrany and described in the information in the Compas forward{ooking statements, wheth
express or implied, as the Company's anticipaticare based upon the Company's plans, intentions dms$t estimates and (although the Comp
believe them to be reasonable) involve known andknmwn risks, uncertainties and other factors thabuld cause them to fail to occur or
realized or to be materially and adversely diffetdrom those the Company anticipated.

Although the Company believes that its plans, intiems, expectations and estimates reflected or il in such forwardlooking
statements are reasonable, the Company cannot asgu that such plans, intentions or estimates vii# achieved in whole or in part, that t
Company has identified all potential risks, or théhe Company can successfully avoid or mitigate Isutsks in whole or in part. You shou
carefully review the risk factors described abo®&e¢ Item 1A -Risk Factors, above) and any other cautionary stagnts contained or incorporats
by reference in this Annual Report. All forwartboking and other statements attributable to the r@pany or persons acting on its behalf ¢
expressly subject to and qualified by all such rifsictors and other cautionary statements.

You should not place undue reliance on the Companforwardiooking statements because the matters they descaite subject to know
and unknown risks, uncertainties and other unpretible factors, many of which are beyond its contralhe Company's forwardeoking
statements are based on the information currentlyadlable to it and speak only as of the date on tbever of December 31, 2011, or ot
referenced date or, in the case of forwalabking statements incorporated by reference, astloé date of the SEC Report that includes s
statement. New risks and uncertainties arise frommé to time, and it is impossible for the Comparmygdredict these matters or how they may a
or affect the Company. Over time, the Company'suat assets, business, capital, cash flow, credifpenses, financial condition, income, liabilitie
liquidity, locations, marketing, operations, prospis, sales, strategies, taxation or other achievateeresults, risks or condition will likely diffe
from those expressed or implied by the Companysvird-looking statements, and such difference could bgnsiicant and materially adverse
the Company and the value of your investment i tBompany's Common Stock.

The Company does not intend or promise, and the @any expressly disclaims any obligation, to pubjicipdate or revise any forward-
looking statements, risk factors or other cautionastatements (in whole or in part), whether as asué of new information, future events
recognition or otherwise, except as and to the exteequired by applicable law.

Overview

SPAR Group, Inc. (“SGRP”), and its subsidiariegéither with SGRP, the “SPAR Group” or the “Comp3anis a diversified internation
merchandising and marketing services company aadiges a broad array of services worldwide to hmmpanies improve their sales, opere
efficiency and profits at retail locations. Thermany provides merchandising and other marketingicas to manufacturers, distributors and rete
worldwide, primarily in mass merchandisers, off@gply, grocery, drug store, independent, convesieand electronics stores, as well as prov
furniture and other product assembly servicesdanest homes and offices. The Company has supiileess project and product services in the Ui
States since certain of its predecessors were thim&979 and internationally since the Companyuaeq its first international subsidiary in Japa
May of 2001. Today the Company operates in 10 t@mmthat encompass approximately 47% of the totald population through operations in
United States, Canada, Japan, South Africa, libapania, China, Australia, Mexico and Turkey.
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Critical Accounting Policies & Estimates

The Companys critical accounting policies, including the asgtions and judgments underlying them, are discldeethe Note 2 to tt
Consolidated Financial Statements. These policege hbeen consistently applied in all material respeaind address such matters as re\
recognition, depreciation methods, asset impairmextignition, consolidation of subsidiaries andeottompanies. While the estimates and judgn
associated with the application of these policiemy he affected by different assumptions or conditjothe Company believes the estimates
judgments associated with the reported amountagweopriate in the circumstances. Four criticabaoting policies are consolidation of subsidia
revenue recognition, allowance for doubtful acceuand internal use software development costs.

Consolidation of Subsidiaries

The Company consolidates its 100% owned subsidiafiee Company also consolidates all of its 51% emlvsubsidiaries as the Comp
believes it is the primary beneficiary and contrtie economic activities in accordance wihkcounting Standards Codification (ASC) 8iM-
Consolidation of Variable Interest Entity

Revenue Recognitio

The Companys services are provided to its clients under catgrar agreements. The Company bills its cliensetaipon service fee and
unit fee billing arrangements. Revenues under serfée billing arrangements are recognized wherséheice is performed. The Compasiyger uni
fee arrangements provide for fees to be earneditséhe retail sales of a cliesfroducts to consumers. The Company recognizesnitefiees in th
period such amounts become determinable and aveteeto the Company.

Allowance for Doubtful Accounts

The Company continually monitors the validity of &ccounts receivable based upon current clieditdrdormation and financial conditic
Balances that are deemed to be uncollectible #fteCompany has attempted reasonable collectiamtgfére written off through a charge to the
debt allowance and a credit to accounts receiv#tdeounts receivable balances, net of any appkcedderves or allowances, are stated at the a
that management expects to collect from the oul#tgnbalances. The Company provides for probabkllectible amounts through a charge
earnings and a credit to bad debt allowance basegait on managemest'assessment of the current status of individuabwams. Based ¢
managemen$ assessment, the Company established an alloviandeubtful accounts of $57,000 and $143,000 atebber 31, 2011, and 20
respectively. In 2011, the Company had minimal evoffs of accounts receivable resulting in recovefy$55,000 for the twelve months en
December 31, 2011. Bad debt expense was $265000L0.

Internal Use Software Development Co:

In accordance witiASC-350-10-720, Accounting for the Costs of Compiétware Developed or Obtained for Internal Udbe Compan
capitalizes certain costs associated with its imatky developed software. Specifically, the Compaapitalizes the costs of materials and ser
incurred in developing or obtaining internal uséware. These costs include (but are not limitedthe cost to purchase software, the cost to
program code, payroll and related benefits andetraxpenses for those employees who are directighved with and who devote time to
Company'’s software development projects. Capitdlmaftware development costs are amortized oveethears on a straight-line basis.

The Company capitalized $609,000 and $632,000 siscelated to software developed for internalins2011, and 2010, respectively,
recognized approximately $579,000 and $518,000rafrtization of capitalized software for the twelv®nths ended December 31, 2011, and :
respectively.




Results of Operation
The following table sets forth selected financialadand such data as a percentage of net revesrube fyears indicated (in millions).

Year Ended December 31,

2011 % 2010 %

Net revenue $ 73.t 100.(% $ 63.2 100.(%
Cost of revenues 51.C 69.4 42.2 66.€
Selling, general & administrative expense 18.5 25.1 17.1 27.1
Depreciation & amortization 1.1 1.t 1.C 1.€
Interest expense 0.2 0.2 0.3 0.t
Other (income) - - — —
Income before income tax provision and non-

controlling interest 2.7 3.7 2.6 4.C
Provision for income taxes 0.4 0.t 0.3 0.4
Net income 2.3 3.2 2.3 3.6
Net income attributable to n- controlling interest (0.2 (0.2) (0.1) (0.2
Net income attributable to SPAR Group, | $ 2.2 3.C% $ 2.2 3.4%

Results of operations for the twelve months endestBmber 31, 2011, when compared to the same pémio2010

Net Revenues

Net revenues for the twelve months ended DecembeR®L1, were $73.5 million, compared to $63.2 ionllfor the twelve months end
December 31, 2010, an increase of $10.3 milliohGs6s.

Domestic net revenues totaled $37.8 million intthelve months ended December 31, 2011, compar88ad million for the same period
2010. Domestic net revenues increased by $1.2omithr 3% primarily attributable to continued grovitbm the Company syndicated services ¢
assembly businesses.

International net revenues totaled $35.7 million tlee twelve months ended December 31, 2011, cardptar $26.6 million for the sar
period in 2010, an increase of $9.1 million or 34¥he increase in 2011 international net revenuas primarily due to additional revenue of §
million from the new subsidiary in Mexico that st operations in September 2011, an increase inaGsf $2.5 million resulting primarily fro
increased project work in the beverage categorynemease in South Africa of $2.2 million resultifgm a new client in the general merchandi
category, additional revenue of $700,000 from tee subsidiary in Turkey that started operation8lavember 2011, and an increase in Austral
$500,000 due to stronger performance in their &itenent category, partially offset by a decreaskdia of $900,000 due to the loss of a key ¢
and a decrease in Canada of $500,000 due to pregek in 2010 that did not continue in 2011.

Cost of Revenues

The Company's cost of revenues consists of itsaregabor and field management wages, relatedfitgnteavel and other direct laboelatec
expenses and was 69.4% of net revenues for thea@webnths ended December 31, 2011, compared t&66f$et revenues for the twelve mor
ended December 31, 2010.

Domestic cost of revenues was 66.7% of net revefarethe twelve months ended December 31, 2011,6ent1% of net revenues for
twelve months ended December 31, 2010. The incieasest of revenues as a percentage of net regesfu® 6% was due primarily to an unfavor:
mix within both syndicated and project work comphte the prior year. Approximately 88% and 87%te Company's domestic cost of revenut
the twelve months ended December 31, 2011 and 2@$pectively, resulted from store merchandiser specialist and field managersemnice:
purchased from certain of the Company's affiliaRBAR Marketing Services, Inc. ("SMS"), and SPARnislgement Services, Inc. ("SMSI"), (See -
Note 10- Related-Party Transactions).
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Internationally, cost of revenue as a percent ofreeenue increased slightly to 72.3% of net reesnfor the twelve months ended Decer
31, 2011, compared to 70.4% of net revenues fotwieévze months ended December 31, 2010. The dagivenue percentage increase of 1.9%
primarily due to higher cost margin business in Mexico, China, Japan and Romania markets, partidfset by lower cost margins in Canada
India markets.

Selling, General and Administrative Expenses
Selling, general and administrative expenses ofGbmpany include its corporate overhead, projechagament, information technolo
executive compensation, human resources, legalaandunting expenses. Selling, general and adnatiigr expenses were approximately $

million and $17.1 million for the twelve months embtiDecember 30, 2011 and 2010.

Year Ended December 31,

2011 % 2010 %
Selling, general & administrative $ 18.t 25.1% $ 17.1 27.1%
Depreciation and amortization 1.1 1.5 1.0 1.€
Total operating expenses $ 19.€ 26.€% $ 18.1 28.7%

Domestic selling, general and administrative expenstaled $8.9 million for the twelve months en@estember 31, 2011, compared to !
million for the same period in 2010. The decreakapproximately $300,000 was due primarily to cestuction efforts in legal, postage, prog
materials and other related expenses.

International selling, general and administratixpenses totaled $9.6 million for the twelve morginsled December 31, 2011, compare
$7.9 million for the same period in 2010. The imse of approximately $1.7 million was primarily disesalary and other employee related be
expenses in the markets of Australia, China, Jagemell as additional cost related to the newidlidry in Mexico, partially offset by lower expers
in Canada.

Depreciation and Amortization

Depreciation and amortization expenses totaled #illibn for the twelve months ended December 311,12 compared to $1.0 million for 1
same period in 2010. The increase was primarilytddegher capital expenditures related to softwreelopment compared to prior year.

Interest Expense, net

The Company's net interest expense was $197,008324@J000 for the twelve months ended Decembe@1] and 2010, respectively. ~
decrease in interest expense was primarily duewer debt levels.

Other Income

Other income was $11,000 and $21,000 for the tweleaths ended December 31, 2011 and 2010, reselctiv
Income Taxes

The income tax provision for the twelve months ehd®zcember 31, 2011 and 2010 was $362,000 and GBEB3respectively. The t
provision resulted primarily from domestic stateets and for tax provisions related to certain ma¢ional profits. The Company recognizes minin
federal tax provisions as the Company anticipatidiging operating loss carry forwards in 2011.

Non-controlling Interest

Net operating profits from the nawntrolling interests, respecting the Company's 5iwhed subsidiaries, resulted in a reduction o
Company'’s net income of $123,000 and $112,000Hetwelve months ended December 30, 2011 and 284fectively.
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Net Income

The Company reported a net income of $2.2 millimntiie twelve months ended December 31, 2011, di0gfer diluted share, compared
net income of $2.2 million, or $0.11 per dilutechsd) for the corresponding period last year, basediluted shares outstanding of 21.3 million
20.6 million at December 31, 2011, and 2010, retbgsy.
Off Balance Sheet Arrangements

None.

Liquidity and Capital Resources

The Company had net income before montrolling interest of $2.3 million for both thevélve months ended December 31, 2011
December 31, 2010.

The Companys cash provided by operating activities for therymaded December 31, 2011 was $3.5 million, contptoenet cash providi
by operating activities of $260,000 in 2010. Théceesh provided by operating activities was pritgadiie to a reported net income, partially offsg
an increase in accounts receivable.

Net cash used by the Company in investing actiwit@ the year ended December 31, 2011 and 201€,$48 million and $1.4 millio
respectively. The net cash used in investing d@iwas a result of capitalization of softwareelepment costs, the purchases of @ontrolling
interest in Mexico and Turkey subsidiaries andpgtechase of computer equipment.

Net cash used by the Compasifinancing activities for the year ended Decen8igr2011 was $1.5 million compared with net casiviglec
by financing activities of $376,000 for the yeaded December 31, 2010. The cash used in financitigitees was primarily a result of the Compasy’
net payments on its lines of credit.

The above activities resulted in an increase o230® in the Compang’cash and cash equivalents for the twelve monttece Decemb:
31, 2011.

The Company had positive working capital of $7.2liori at December 31, 2011 compared to positivekimgy capital of $4.4 million
December 31, 2010. The Compasigurrent ratios were 1.7 and 1.4 at December @11 2nd 2010, respectively. The increase in workiygjtal an
current ratio were primarily due to increases ishcand accounts receivable and decreases in bagswigainst lines of credit, partially offset
reduced prepaids and other assets and increasegtd@xpenses.

Credit Facilities:

Domestic Credit Facility (“ Sterling Credit Facility ):

SGRP and certain of its domestic subsidiaries, harB®AR Marketing Force, Inc., National Assemblyngees, Inc., SPAR Grol
International, Inc., SPAR Trademarks, Inc., andABFAcquisition, Inc. (each a "Subsidiary Borroweahd together with SGRP, collectively, tt
Borrowers "), entered into a Revolving Loan andusiég Agreement dated as of July 6, 2010 (the "Légneement"), with Sterling National Bank ¢
Cornerstone Bank as the lenders (the "Lenderst),issued their Secured Revolving Loan Notes indtiginal maximum principal amounts of $
million to Sterling National Bank and $1.5 millido Cornerstone Bank (the "Notes"), to document gowern its new credit facility with them (1
"Sterling Credit Facility”). In June 2011, the ld=ms agreed to: (1) reduce the personal guaraimée to the amounts noted below, and (2) exter
maturity of the Sterling Credit Facility until JuR013.

In addition, Mr. Robert G. Brown, a Director, thed@rman and a major stockholder of SGRP, and MHiaiti H. Bartels, a Director, the Vi
Chairman and a major stockholder of SGRP, haveigedvpersonal guarantees of the Sterling Creditliatotaling $1,250,000 pursuant to th
Limited Continuing Guaranty in favor of the Lendeeted as of July 6, 2010, as amended in June @04 1Limited Guaranty").

Revolving Loans of up to $6.5 million are availablbdethe Borrowers under the Sterling Credit Facitiaised upon the borrowing base forn
defined in the Loan Agreement (principally 85% elfidible" domestic accounts receivable less cenaserves). The Sterling Credit Facility is sed
by substantially all of the assets of the Borrowetber than SGRP's foreign subsidiaries, certasighated domestic subsidiaries, and their res
equity and assets).
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The basic interest rate under the Sterling Creddilfy is equal to the fluctuating Prime Rate woferest published in the Wall Street Jou
from time to time plus one and one-half (1.50%cpat per annum, which automatically changes watthechange in such rate.

Due to the requirement to maintain a lock box agesment with the Agent and the Lenders' abilitynieoke a subjective acceleration claus
its discretion, borrowings under the Sterling Cré&dicility will be classified as current.

The Sterling Credit Facility contains certain ficé&@ and other restrictive covenants and also $insiértain expenditures by the Borrow
including, but not limited to, capital expenditui@sd other investments. At December 31, 2011Ctmpany was in compliance with such cover
and does not expect to be in violation at futuresneement dates. However, there can be no assartvatethe Company will not be in violation
certain covenants in the future, and should the jg2om be in violation; there can be no assurancastiie Lenders will issue waivers for any fu
violations.

International Credit Facilities:

In 2008, the Australian subsidiary, SPARFACTS Aalédr Pty. Ltd., entered into a revolving line oédit arrangement with Commonwet
Bank of Australia (CBA) for $2.0 million (Australid. On September 11, 2009, the line of creditrayeanent was amended to reduce the line of (
to $1.5 million (Australian), In October 2011, ARFACTS Australia Pty. Ltd., replaced the Commonkve8ank line of credit with a new cre
facility with Oxford Funding Pty Ltd. for $1.2 mitin (Australian) or approximately $1.2 million (lemsupon the exchange rate at December 31, 2011)

On October 20, 2006, SPAR Canada Company, a whulhed subsidiary, entered into a secured credéeagent with Royal Bank of Canz
providing for a Demand Operating Loan for a maximomnrowing of $750,000 (Canadian) or approxima#$6,000 (based upon the exchange r:
December 31, 2011). The Demand Operating Loan gesvior borrowing based upon a formula as defimethé agreement (principally 75%
eligible accounts receivable less certain dedusji@md a minimum total debt to tangible net worlvemant. On March 28, 2008, Royal Banl
Canada amended the secured credit agreement toeréfoler maximum borrowing to $500,000 (Canadian)ewar, in October 2008, Royal Bank
Canada reinstated the loan limit to $750,000 (Ciamgd The Company was in compliance with the mimmtotal debt to tangible net worth cover
under this line of credit at December 31, 2011.

On March 26, 2010 the Company signed a Loan andrBg@greement and a Promissory Note with Michaathony Holdings, Inc. for
total of $500,000 which was used for the acquisitib certain assets of a Canadian company thatdloa April 1, 2010. The loan was payable o
interest only basis and matured on March 31, 2@itiveas paid in full on that date.

On March 7, 2011, the Japanese subsidiary, SPAR&n, Inc., a wholly owned subsidiary, securezha With Mizuho Bank in the amot
of 20.0 million Japanese Yen, or approximately $868. The loan is payable in monthly installmesft238,000 Yen or $3,100 at an interest ra
0.1% per annum with a maturity date of FebruaryZX8,8. The outstanding balance at December 311,204s approximately 17.6 million Yen
$227,000 (based upon the exchange rate at Dec&hp2011).

Summary of Company Credit and Other Debt Facilities (in thousands)

December 31  Average December 31  Average
2011 Interest Rate 2010 Interest Rate
Credit Facilitied oan Balance
United States $ 2,621 4.75% $ 3,53¢ 4.81%
Australia 40z 10.3¢% b4¢g 10.2%%
Canada 61€ 4.0% 628 4.0%
$ 3,641 $ 4,707
Other Debt Facility.
Japan Term Loan $ 227 0.1% $ = =
Michael Anthony Note — - 55€ 9.5%
$ 227 0.1% $ 55€ 9.5%
December 31 December 31
2011 2010
Unused Availability:
United States $ 2,671 $ 1,70(C
Australia 81¢ 952
Canada 11€ 87
$ 3,607 $ 2,73¢
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The Companys international model is to join forces with lodalvestors experienced with merchandising serviced eombine the
knowledge of their local markets with the Compangtoprietary software and expertise in the merdisimg and marketing business. In 2001,
Company established its first international sulasidiand has continued this strategy. As of thiadil the Company is currently operating in Ja
Canada, South Africa, India, Romania, China, Alistrdlexico and Turkey.

Management believes that based upon the contimuafiche Company's existing credit facilities, gaipd results of operations, ven
payment requirements and other financing availabl¢he Company (including amounts due to affiligteources of cash availability should
manageable and sufficient to support ongoing ojmeratover the next twelve months. However, co@thinternational losses, delays in collectio
receivables due from any of the Company's majentdi, or a significant reduction in business frarmhsclients could have a material adverse effe
the Company's cash resources and its ongoingyatuilfund operations.

Certain Contractual Obligations

The following table contains a summary of certainttte Companys contractual obligations by category as of Decen8ie 2011 (il
thousands).

Contractual Obligations Period in which payments are due
Less than 1 More than 5
Total year 1-3 years 3-5 years years
Lines of Credit and Other Debt $ 3,86¢ $ 367¢ % 74 $ 74 3% 42
Capital Lease Obligations 287 154 132 - -
Operating Lease Obligations 2,56( 931 1,38 247 =
Total $ 6,71t $ 476 $ 158¢ $ 321 $ 42

Item 7A. Quantitative and Qualitative Disclosures @out Market Risk
Not applicable.
Item 8. Financial Statements and Supplementary Data
See Item 15 of this Annual Report on Form 10-K.
Item 9. Changes in and Disagreements with Accountéon Accounting and Financial Disclosure
None.
Item 9A.(T) Controls and Procedures
Management's Report on Internal Control Over Finandal Reporting
The Companys management is responsible for establishing anihtai@ing adequate internal control over finanaiaporting for th
registrant, as such term is defined in Exchange Rudes 13a-15(f) and 15t5(f). Management has designed such internal @botrer financie

reporting by the Company to provide reasonablerasse regarding the reliability of financial repog and the preparation of consolidated finar
statements for external purposes in accordancegeitierally accepted accounting principles in théddnStates of America.
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The Company’s management has evaluated the e#feeths of the Company’s internal control over fimaneporting using thelfterna
Control — Integrated Framework (1992)” created I tCommittee of Sponsoring Organizations of theadway Commission (“COSQ”
framework. Based on this evaluation, managementbacluded that internal controls over finanoggarting were effective as of December 31, 2

Under applicable Securities Law, the Company israquired to obtain an attestation report from@oenpany's independent registered pt
accounting firm regarding internal control overdiirtial reporting, and accordingly such an attestatias not been obtained or included in this Ar
Report.

Management’s Evaluation of Disclosure Controls andProcedures

The Company’s chief executive officer and chiefafigial officer have each reviewed and evaluatedeffectiveness of the Company’
disclosure controls and procedures (as definedxoh&hge Act Rules 13a-15(e) and 1Hi{e)) as of the end of the period covered by ffport, a
required by Exchange Act Rules 13a-15(b) and R&:15(b). Based on that evaluation, the chief exeeutifficer and chief financial officer ha
each concluded that the Compasgurrent disclosure controls and procedures dgeetafe to insure that the information required®disclosed by tt
Company in reports it files, or submits under thetange Act were recorded, processed, summarizédegorted within the time period specifiet
the Commissiors rules and forms. Disclosure controls and proeedinclude, without limitation, controls and prdoees designed to ensure -
information required to be disclosed by an issnehe reports that it files or submits under thetiange Act is accumulated and communicated 1
issuers management, including its principal executive pridcipal financial officers, or persons perforgisimilar functions, as appropriate to al
timely decisions regarding required disclosure.

Changes in Internal Controls

There have been no changes in the Company'’s inteonérols over financial reporting that occurragridg the Company fourth quarter «
its 2011 fiscal year that materially affected, @ eeasonably likely to materially affect, the Camp'’s internal controls over financial reporting.

Item 9B. Other Information

None.
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PART Il

Item 10. Directors, Executive Officers and Corpora¢ Governance

Reference is made to the information set forthhniea €Companys definitive proxy statement, which the Companynpléo file pursuant
Regulation 14 A with SEC in April of 2012 (but rlater than 120 days after the end of the Compdisgal year), respecting SGRP's Annual Mee
of Shareholders, presently scheduled to be heldMay 18, 2012, which information is incorporated bgference to this Annual Repc
Notwithstanding the foregoing, information appegrin the section“Executive Compensation Report of the Compensalommittee” and Audit
Committee Report” shall not be deemed to be inaatead by reference in this Annual Report.

Item 11. Executive Compensation

Reference is made to the information set forthhie@ €Companys definitive proxy statement, which the Companynpl#o file pursuant
Regulation 14 A with SEC in April of 2012 (but rlater than 120 days after the end of the Compdisgal year), respecting SGRP's Annual Mee
of Shareholders, presently scheduled to be heldMay 18, 2012, which information is incorporated bgference to this Annual Repc
Notwithstanding the foregoing, information appegrin the section“Executive Compensation Report of the Compensafiommittee” and Audit
Committee Report” shall not be deemed to be inaaed by reference in this Annual Report.

Item 12. Security Ownership of Certain Beneficial @vners and Management and Related Stockholder Matter

Reference is made to the information set forthhiea €Companys definitive proxy statement, which the Companynpléo file pursuant
Regulation 14 A with SEC in April of 2012 (but rlater than 120 days after the end of the Compdisgal year), respecting SGRP's Annual Mee
of Shareholders, presently scheduled to be heldMay 18, 2012, which information is incorporated bgference to this Annual Repc
Notwithstanding the foregoing, information appegrin the section“Executive Compensation Report of the Compensalommittee” and Audit
Committee Report” shall not be deemed to be inaated by reference in this Annual Report.

Item 13. Certain Relationships and Related Transaains, and Director Independence

Reference is made to the information set forthhie@ Companys definitive proxy statement, which the Companynpl#o file pursuant
Regulation 14 A with SEC in April of 2012 (but rlater than 120 days after the end of the Compdisgal year), respecting SGRP's Annual Mee
of Shareholders, presently scheduled to be heldMay 18, 2012, which information is incorporated bgference to this Annual Repc
Notwithstanding the foregoing, information appegrin the section“Executive Compensation Report of the Compensafiommittee” and Audit
Committee Report” shall not be deemed to be inaaed by reference in this Annual Report.

Item 14. Principal Accountant Fees and Services

Reference is made to the information set forthhi@ Companys definitive proxy statement, which the Companynpl#o file pursuant
Regulation 14 A with SEC in April of 2012 (but rlater than 120 days after the end of the Compdisgal year), respecting SGRP's Annual Mee
of Shareholders, presently scheduled to be heldMay 18, 2012, which information is incorporated bgference to this Annual Repc
Notwithstanding the foregoing, information appegrin the section“Executive Compensation Report of the Compensalommittee” and Audit
Committee Report” shall not be deemed to be inaated by reference in this Annual Report.
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PART IV

Item 15. Exhibits and Financial Statement Schedule

1. Index to Financial Statements filed as panf this report:

Reports of Independent Registered Public Accourfings

— Rehmann Robson F-1
— Nitin Mittal & Co. F-2
Consolidated Balance Sheets as of December 31, 2@illDecember 31, 2010 F-3
Consolidated Statements of Income for the years@ikcember 31, 2011, and December 31, F-4
2010
Consolidated Statements of Equity for the yearedrdecember 31, 2011, and December 31, F-5
2010
Consolidated Statements of Cash Flows for the yerailed December 31, 2011, and December F-6
31, 2010
Notes to Consolidated Financial Stateme F-7

2. Financial Statement Schedule.

Schedule Il - Valuation and Qualifying Accounts fbe two years ended December 31, 2011 F-30
3. Exhibits.

Exhibit

Number Description

3.1 Certificate of Incorporation of SPAR Group, Inef@rred to therein under its former name of PIA

3.2

3.3

3.4

3.5

3.6

Merchandising Services, Inc.), as amended ("SGRiRQrporated by reference to SGRP's Registratic 1
Statement on Form S-1 (Registration No. 33-804&9¥jled with the Securities and Exchange
Commission ("SEC") on December 14, 1995 (the "F8ril'), and the Certificate of Amendment filed
with the Secretary of State of the State of Delawar July 8, 1999 (which, among other things, ckanc
SGRP's name to SPAR Group, Inc.), (incorporatetefgrence to Exhibit 3.1 to SGRP's Quarterly Rej ort
on Form 10-Q for the 3rd Quarter ended Septembet BID).

Amended and Restated By-Laws of SPAR Group, Iscadmpted on May 18, 2004, as amended throt gh
November 10, 2011 (as filed herewit

Amended and Restated Charter of the Audit Commdfdébe Board of Directors of SPAR Group, Inc.,
adopted on May 18, 2004 (incorporated by referea&GRP's Current Report on Form 8-K, as filed v th
the SEC on May 27, 2004).

Charter of the Compensation Committee of the Bo&idirectors of SPAR Group, Inc., adopted on Mz y
18, 2004 (incorporated by reference to SGRP's G@uReport on Form 8-K, as filed with the SEC on N ay
27, 2004).

Charter of the Governance Committee of the Boardictors of SPAR Group, Inc., adopted on May .8,
2004 (incorporated by reference to SGRP's CurrepbR on Form 8-K, as filed with the SEC on May 7,
2004).

SPAR Group, Inc. Statement of Policy Respectingl8iolder Communications with Directors, adopte |
on May 18, 2004 (incorporated by reference to SGRRrrent Report on Form 8-K, as filed with the € :C
on May 27, 2004).
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3.7

3.8

4.1

4.2

4.3

4.4

4.5

4.6

4.7

10.1

10.2

10.3

10.4

10.5

10.6

10.7

SPAR Group, Inc. Statement of Policy Regarding @oeQualifications and Nominations, adopted on
May 18, 2004 (incorporated by reference to SGRBIsetit Report on Form 8-K, as filed with the SEC on
May 27, 2004).

Certificate of Designation of Series "A" Preferi@bck of SPAR Group, Inc., As of March 28, 2008
(incorporated by reference to SGRP's Annual Repoform 10-K for the fiscal year ended December 31,
2007, as filed with the SEC on March 31, 2008).

Registration Rights Agreement entered into as nfidey 21, 1992, by and between SGRP (as succes
by merger in 1996 with, PIA Holding Corporatiork/6 RVM Holding Corporation, the California Limit
Partnership, The Riordan Foundation and CreditirB&akverine (incorporated by reference to thenfrc -
S-1).

Amended and Restated Series A Preferred Stock 8ptisc Agreement by and among SGRP, Roberi G.
Brown, William H. Bartels and SPAR Management Segsj Inc., a Nevada corporation ("SMSI"), dat¢ d
September 30, 2008, and effective as of March 8@8Zincorporated by reference to SGRP's Current
Report on Form 8-K dated October 6, 2008, as fi#éd the SEC on October 10, 2008).

Series A Preferred Stock Subscription Agreemerdrnyamong SGRP, SP/R Inc. Defined Benefit Per
Plan, acting through Robert G. Brown, its Trusi®&&{B Services, Inc. Defined Benefit Trust, acting
through William H. Bartels, its Trustee, and WHB"8ees, Inc. Investment Savings Trust, acting tigfo
William H. Bartels, its Trustee, affiliates of MRobert G. Brown and Mr. William H. Bartels, dated
September 30, 2008, and effective as of Septemhe28 (incorporated by reference to SGRP's Cti en
Report on Form 8-K dated October 6, 2008, as filéd the SEC on October 10, 2008).

SGRP's Offer to Exchange Certain Outstanding S@utions for New Stock Options dated August 24
2009 (incorporated by reference to Exhibits 99(g}Lthrough (G) of SGRP's Schedule TO dated Aui ust
24, 2009, as filed with the SEC on August 25, 20S85RP's SC TO-I").

SGRP's Common Stock Prospectus Dated April 8, Zitbrporated by reference to SGRP's Pre-
Effective Amendment No. 4 to its Registration Sta¢@t on Form S-3 (Registration No. 333-162657) i s
filed with the SEC on April 7, 2011).

Form of SGRP's Common Stock Certificate (incorpextdiy reference to SGRP's Pre-Effective
Amendment No. 1 to its Registration Statement omF8-3 (Registration No. 333-162657) as filed wil
the SEC on February 7, 2011).

Form of SGRP's Preferred Stock Certificate (incosped by reference to SGRP's Pre-Effective
Amendment No. 1 to its Registration Statement omF8-3 (Registration No. 333-162657) as filed wil
the SEC on February 7, 2011).

SPAR Group, Inc. 2008 Stock Compensation Planct¥ie as of May 29, 2008, and as amended thro gh
May 28, 2009 (the "SGRP 2008 Plan") (incorporatgddfierence to SGRP's Current Report on Form i -K
dated June 4, 2009, as filed with the SEC on JuR26@9).

Summary Description and Prospectus dated Augus2@®, respecting the SPAR Group, Inc. 2008 S ck
Compensation Plan, as amended (incorporated bserefe to Exhibit 99(a)(1)(G) to SGRP's SC TO-I)

Form of Nonqualified Stock Option Contract for nawards under the SGRP 2008 Plan (incorporatec by
reference to SGRP's first and final amendmentst&@ TO-I on Schedule TO I/A dated October 20, 21 09
as filed with the SEC on October 22, 2009).

2000 Stock Option Plan, as amended through Maa@6 (incorporated by reference to SGRP's
Quarterly Report on Form 10-Q for the quarter enflegtember 30, 2006, as filed with the SEC on
November 14, 2006

2001 Employee Stock Purchase Plan (incorporateéfeyence to SGRP's Proxy Statement for SGRP 3
annual stockholders meeting held on August 2, 286filed with the SEC on July 12, 2001).

2001 Consultant Stock Purchase Plan (incorporatedference to SGRP's Proxy Statement for SGRF 's
Annual meeting held on August 2, 2001, as filechwfite SEC on July 12, 2001).

Amended and Restated Change in Control Severaneefegnt between William H. Bartels and SGRI ,



dated as of December 22, 2008 (incorporated byeeée to SGRP's Annual Report on Form 10-K for he
year ended December 31, 2009, as filed with the &EEBpril 15, 2010).
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10.8 Amended and Restated Change in Control SeveraneeAegnt between Gary S. Raymond and SGR °,
dated as of December 30, 2008 (incorporated byeeée to SGRP's Annual Report on Form 10-K for he
year ended December 31, 2009, as filed with the &EBpril 15, 2010).

10.9 Amended and Restated Change in Control Severaneeiegnt between Kori G. Belzer and SGRP, d ted
as of December 31, 2008 (incorporated by referem&sRP's Annual Report on Form 10-K for the ye
ended December 31, 2009, as filed with the SEC nil A5, 2010).

—

10.10 Amended and Restated Change in Control Severanaefegnt between Patricia Franco and SGRP,
as of December 31, 2008 (incorporated by referem&sRP's Annual Report on Form 10-K for the ye
ended December 31, 2009, as filed with the SEC nil A5, 2010).

—

r

10.11 Amended and Restated Change in Control SeveranaeAgnt between James R. Segreto and SGR ',
dated as of December 20, 2008 (incorporated byeeée to SGRP's Annual Report on Form 10-K for he
year ended December 31, 2009, as filed with the &E&pril 15, 2010).

10.12 Amended and Restated Field Service Agreement detéceffective as of January 1, 2004, by and bet
SPAR Marketing Services, Inc., and SPAR MarketiogcE, Inc. (incorporated by reference to SGRP"
Quarterly Report on Form 10-Q for the quarter endedch 31, 2004, as filed with the SEC on May 21
2004).

10.13 First Amendment to Amended and Restated Field 8erxgreement between SPAR Marketing Servic
Inc., a Nevada corporation (" SMy and SPAR Marketing Force, Inc., a Nevada capon (" SMF"),
dated September 30, 2008, and effective as of Bdyetie24, 2008 (the " First Amendméh{incorporatec
by reference to SGRP's Current Report on Form &tédlOctober 6, 2008, as filed with the SEC on
October 10, 2008).

S,

10.14 Amended and Restated Field Management Agreemesd daid effective as of January 1, 2004, by an
between SPAR Management Services, Inc., and SPAReWiag Force, Inc. (incorporated by reference to
SGRP's Quarterly Report on Form 10-Q for the quaneed March 31, 2004, as filed with the SEC o1
May 21, 2004).

10.15 Amended and Restated Programming and Support Agneteny and between SPAR Marketing Force,
and SPAR Infotech, Inc., dated and effective aSegftember 15, 2007 (incorporated by reference to
SGRP's Current Report on Form 8-K, as filed with 8C on November 14, 2007).

10.16 Trademark License Agreement dated as of July 8,199 and between SPAR Marketing Services, Int .,
and SPAR Trademarks, Inc. (incorporated by refeseéaSGRP's Annual Report on Form 10-K for the
fiscal year ended December 31, 2002, as filed thithSEC on March 31, 2003).

10.17 Trademark License Agreement dated as of July 89,199 and between SPAR Infotech, Inc., and SPA R
Trademarks, Inc. (incorporated by reference to S&RRnual Report on Form 10-K for the fiscal year
ended December 31, 2002, as filed with the SEC arcm31, 2003).

10.18 Master Lease Agreement by and between SPAR Matk&#mvices, Inc. and SPAR Marketing Force,
dated as of November 2004 relating to lease of Ingiddcomputer equipment (incorporated by referea
SGRP's Annual Report on Form 10-K for the fiscalryended December 31, 2004, as filed with the S :C
on April 12, 2005).

-

C.

10.19 Amended and Restated Equipment Leasing ScheduleoQ@aster Lease Agreement by and between
SPAR Marketing Services, Inc., and SPAR MarketingcE, Inc., dated as of November 1, 2004, relat 1g
to lease of handheld computer equipment (incorpdrby reference to SGRP's Quarterly Report on Fi rm
10-Q for the quarter ended March 31, 2005, as filgd the SEC on May 18, 2005).

10.20 Amended and Restated Equipment Leasing ScheduleoQ@2ster Lease Agreement by and between
SPAR Marketing Services, Inc., and SPAR MarketingcE, Inc., dated as of January 4, 2005, relating t
lease of handheld computer equipment (incorporayeeference to SGRP's Quarterly Report on Forn 10-
Q for the quarter ended March 31, 2005, as filetth Whie SEC on May 18, 2005).
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10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

Amended and Restated Equipment Leasing Scheduleo0@3ster Lease Agreement by and between
SPAR Marketing Services, Inc., and SPAR MarketingeE, Inc., dated as of January 31, 2005, relatr )
lease of handheld computer equipment (incorporayeeference to SGRP's Quarterly Report on Forn 10-
Q for the quarter ended March 31, 2005, as filetth Wie SEC on May 18, 2005).

Equipment Leasing Schedule 004 to Master Leaseehgeat by and between SPAR Marketing Servic s,
Inc., and SPAR Marketing Force, Inc., dated as afdl 24, 2005, relating to lease of handheld coerp t
equipment (incorporated by reference to SGRP'st@daReport on Form 10-Q for the quarter ended
March 31, 2005, as filed with the SEC on May 1820

Master Lease Agreement by and between SPAR Matk&#mvices, Inc. and SPAR Canada Company
dated as of January 2005 relating to lease of Felddlomputer equipment (incorporated by reference
SGRP's Annual Report on Form 10-K for the fiscalryended December 31, 2004, as filed with the S iC
on April 12, 2005).

Amended and Restated Equipment Leasing Scheduleo0@aster Lease Agreement by and between
SPAR Marketing Services, Inc., and SPAR Canada @ompated as of January 4, 2005, relating to It ase
of handheld computer equipment (incorporated bgregfce to SGRP's Quarterly Report on FornQ1ior

the quarter ended March 31, 2005, as filed withSB€ on May 18, 2005).

Bill of Sale and Lease Termination Under Certaiheftules to Master Equipment Leases by and ama
SMF, SPAR Canada Company, a Nova Scotia corporaiwh SMS dated September 30, 2008, and
effective as of September 24, 2008 (the "Bill ofeSg(incorporated by reference to SGRP's Current
Report on Form 8-K dated October 6, 2008, as filéd the SEC on October 10, 2008).

g

Master Lease Agreement by and between SPAR Madk&enmvices, Inc. ("SMS"), and SGRP's subsid
SPAR Marketing Force, Inc. ("SMF"), dated as ofyJll 2008, relating to leases of handheld compute
equipment (incorporated by reference to SGRP'st@dgaReport on Form 10-Q for the quarter ended
March 31, 2009, as filed with the SEC on May 1520

Equipment Leasing Schedule No. 001 to Master Lé&ageement by and between SMS and SMF date | as
of July 1, 2008 (incorporated by reference to SGRRIarterly Report on Form 10-Q for the quartereer i
March 31, 2009, as filed with the SEC on May 1520

Equipment Leasing Schedule No. 002 to Master Lé&ageement by and between SMS and SMF date | as
of September 1, 2008 (incorporated by referen@3&P's Quarterly Report on Form 10-Q for the qui rte
ended March 31, 2009, as filed with the SEC on [#ay2009).

Joint Venture Agreement dated as of March 26, 2694nd between Solutions Integrated Marketing
Services Ltd. and SPAR Group International, Inespecting the Corporation's subsidiary in India
(incorporated by reference to SGRP's Annual Repoiform 10-K for the fiscal year ended Decembel 31,
2004, as filed with the SEC on April 12, 2005).

Joint Venture Agreement dated as of May 1, 200Jarxy between Paltac Corporation and SGRP,
respecting the Corporation's subsidiary in Japaco(porated by reference to SGRP's Annual Report 1 n
Form 10-K for the fiscal year ended December 3042@s filed with the SEC on April 12, 2005).

Agreement on Amendment dated as of August 1, 2004nd between SGRP and SPAR FM Japan, Ii c.,
respecting the Corporation's subsidiary in Japaco(porated by reference to SGRP's Annual Report i n
Form 10-K for the fiscal year ended December 3042@s filed with the SEC on April 12, 2005).

Joint Venture Agreement dated as of January 26,200and between Best Mark Investments Holdini s
Ltd. and SPAR International Ltd., respecting theg@oation's subsidiary in China (incorporated by
reference to SGRP's Annual Report on Form 10-KHefrfiscal year ended December 31, 2004, as file
with the SEC on April 12, 2005).

—
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10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

Joint Venture Agreement dated as of March 29, 280énd between FACE AND COSMETIC TRADI!
SERVICES PTY LIMITED and SPAR International, Ltdespecting the Corporation's subsidiary in
Australia (incorporated by reference to SGRP's AhiReport on Form 10-K for the fiscal year ended
December 31, 2006, as filed with the SEC on Apr2@07).

Third Amended and Restated Revolving Credit andifigcAgreement dated as of January 24, 2003 (
amended, the "Webster Credit Agreement"), by andrenWebster Business Credit Corporation, form rly
known as Whitehall Business Credit Corporation (Bater") with SGRP, SPAR Marketing Force, Inc.
SPAR, Inc., SPAR/Burgoyne Retail Services, Inc ABRncentive Marketing, Inc., SPAR Trademarks
Inc., SPAR Marketing, Inc. (DE), SPAR MarketingcIfNV), SPAR Acquisition, Inc., SPAR Group
International, Inc., SPAR Technology Group, IN®AR/PIA Retail Services, Inc., Retail Resources,,|
Pivotal Field Services Inc., PIA Merchandising Qog., Pacific Indoor Display Co. and Pivotal Sales
Company (as such borrower list may be amended fimmto time, collectively, the "SPAR Borrowers'
(incorporated by reference to SGRP's Annual Repoiform 10-K for the fiscal year ended Decembel 31,
2002, as filed with the SEC on March 31, 2003).

»

Consent, Joinder, Release and Amendment Agreerergr(dment No. 1) to the Webster Credit
Agreement among the SPAR Webster Borrowers and &iettated as of October 31, 2003 (incorpora :d
by reference to SGRP's Annual Report on FornKZ6r the fiscal year ended December 31, 2003jled
with the SEC on March 30, 2004).

Waiver and Amendment Letter (Amendment No. 2) so\tfebster Credit Agreement among the SPAF
Webster Borrowers and Webster dated as of Jany&Q0% (incorporated by reference to SGRP's
Amended Annual Report on Form 10-K/A for the fisgahr ended December 31, 2003, as filed with tl e
SEC on June 28, 2004).

Waiver And Amendment No. 3 To Third Amended And taed Revolving Credit And Security
Agreement (.e., to the Webster Credit Agreement) among the SPAFR&ér Borrowers and Webster
dated as of March 26, 2004 (incorporated by referdéao SGRP's Current Report on Form 8-K, as filec
with the SEC on May 26, 2004).

Waiver And Amendment No. 4 To Third Amended And taed Revolving Credit And Security
Agreement (.e., to the Webster Credit Agreement) among the SPAFR&ér Borrowers and Webster
dated as of May 17, 2004 (incorporated by referea&GRP's Current Report on Form 8-K, as filechw t
the SEC on May 26, 2004).

Waiver and Amendment No. 5 to Third Amended andd&ed Revolving Credit and Security Agreeme 1t
(i.e., to the Webster Credit Agreement) among the SPA#3ér Borrowers and Webster dated as o
August 20, 2004 (incorporated by reference to SGRRarterly Report on Form 10-Q for the quarter
ended June 30, 2004, as filed with the SEC on AL@®is2004).

Waiver and Amendment No. 6 to Third Amended andd&ed Revolving Credit and Security Agreeme 1t
(i.e., to the Webster Credit Agreement) among the SPAd3ér Borrowers and Webster dated as o
November 15, 2004 (incorporated by reference to B&Ruarterly Report on Form-Q for the quarter
ended September 30, 2004, as filed with the SERawember 17, 2004).

Waiver to the Third Amended and Restated Revol@nedit and Security Agreement €., to the

Webster Credit Agreement) among the SPAR WebstewoBers and Webster dated as of March 31, z )05
(incorporated by reference to SGRP's Quarterly RepoForm 10-Q for the quarter ended March 31,
2005, as filed with the SEC on May 18, 2005).

Waiver to the Third Amended and Restated Revol@ngdit and Security Agreement€. , to the

Webster Credit Agreement) among the SPAR WebsteoBers and Webster dated as of May 11, 201 5,
with respect to the fiscal quarter ended March2805 (incorporated by reference to SGRP's Quarterl
Report on Form 10-Q for the quarter ended Marci2805, as filed with the SEC on May 18, 2005).

Waiver to the Third Amended and Restated Revol@ngdit and Security Agreement€. , to the
Webster Credit Agreement) among the SPAR WebsteoBers and Webster dated as of August 10,
2005, with respect to the fiscal quarter ended 3005 (incorporated by reference to SGRP's 1@tk
Report on Form 10-Q for the quarter ended Jun@@05, as filed with the SEC on August 15, 2005).
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10.44 Waiver to the Third Amended and Restated Revol@nedit and Security Agreement €., to the
Webster Credit Agreement) among the SPAR WebstaoBers and Webster dated as of November : 0,
2005, with respect to the fiscal quarter ended &aper 30, 2005 (incorporated by reference to SGRP 3
Quarterly Report on Form 10-Q for the quarter enflegtember 30, 2005, as filed with the SEC on
November 14, 2005

10.45 Amendment No. 7 to the Third Amended and RestatbRing Credit and Security Agreemeritd, , to
the Webster Credit Agreement) among the SPAR WeBsteowers and Webster dated as of January 18,
2006 (incorporated by reference to SGRP's CurrepbR on Form 8-K, as filed with the SEC on Janu ry
26, 2006).

10.46 Waiver And Amendment No. 8 To Third Amended And taed Revolving Credit And Security
Agreement (.e., to the Webster Credit Agreement) among the SPAFR&ér Borrowers and Webster
dated as of March 28, 2007, with respect to theafigear ended December 31, 2006 (incorporated by
reference to SGRP's Annual Report on Form 10-K/éar ended December 31, 2006, as filed with the
SEC on April 2, 2007).

10.47 Waiver And Amendment No. 9 To Third Amended And taed Revolving Credit And Security
Agreement (.e., to the Webster Credit Agreement) among the SPAFR&ér Borrowers and Webster
dated as of May 18, 2007, with respect to the Figear ended December 31, 2006 (incorporated by
reference to SGRP's Quarterly Report on Form 10+@hie quarter ended March 31, 2007, as filed wit
the SEC on May 21, 2007).

10.48 Limited Guaranty of Robert G. Brown respecting aerbbligations of the SPAR Webster Borrowers
under the Webster Credit Agreement in favor of Webdated as of May 18, 2007 (incorporated by
reference to SGRP's Quarterly Report on Form 10+@he quarter ended March 31, 2007, as filed wit
the SEC on May 21, 2007).

10.49 Limited Guaranty of William H. Bartels respectingrtain obligations of the SPAR Webster Borrowers
under the Webster Credit Agreement in favor of Webdated as of May 18, 2007 (incorporated by
reference to SGRP's Quarterly Report on Form 10+@he quarter ended March 31, 2007, as filed wit
the SEC on May 21, 2007).

10.50 Waiver And Amendment No. 10 To Third Amended Andsfa&ed Revolving Credit And Security
Agreement (i.e., to the Webster Credit Agreememipreg the SPAR Webster Borrowers and Webster
dated as of August 1, 2007, with respect to theafigquarter ended June 30, 2007 (incorporated by
reference to SGRP's Quarterly Report on Form 10+@he quarter ended June 30, 2007, as filed \wigh
SEC on August 20, 2007).

10.51 Waiver And Amendment No. 11 To Third Amended Andsfa&ed Revolving Credit And Security
Agreement (i.e., to the Webster Credit Agreememipreg the SPAR Webster Borrowers and Webster
dated as of November 16, 2007, with respect tdisical year ended December 31, 2006 (incorporayec b
reference to SGRP's Quarterly Report on Form 10+@he quarter ended September 30, 2007, as file
with the SEC on November 19, 2007).

10.52 Waiver And Amendment No. 12 To Third Amended Andsfa&ed Revolving Credit And Security
Agreement (i.e., to the Webster Credit Agreememipreg the SPAR Webster Borrowers and Webster
dated as of February 12, 2008, with respect tdislcal year ended December 31, 2007 (incorporayed
reference to SGRP's Annual Report on Form 10-KHefrfiscal year ended December 31, 2008, as file
with the SEC on March 31, 2008).

—

10.53 Waiver And Amendment No. 13 To Third Amended Andsfa&d Revolving Credit And Security
Agreement (i.e., to the Webster Credit Agreememipreg the SPAR Webster Borrowers and Webster
dated as of August 14, 2008, with respect to theafiquarter ended June 30, 2008 (incorporated by
reference to SGRP's Quarterly Report on Form 10+@he quarter ended June 30, 2008, as filed \wigh
SEC on August 14, 2008).

10.54 Amendment No. 14 To Third Amended And Restated Réwyp Credit And Security Agreement (i.e., tc
the Webster Credit Agreement) among the SPAR WeBsteowers and Webster dated as of January 23,
2009 (incorporated by reference to SGRP's AnnupbRen Form 10-K for the year ended December 31,
2009, as filed with the SEC on April 15, 2010).
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10.55

10.56

10.57

10.58

10.59

10.60

10.61

10.62

10.63

10.64

10.65

141

Amendment No. 15 To Third Amended And Restated Rawp Credit And Security Agreement (i.e., tc
the Webster Credit Agreement) among the SPAR WeBsteowers and Webster dated as of March1!
2009 (incorporated by reference to SGRP's AnnupbR@n Form 10-K for the year ended December 31,
2009, as filed with the SEC on April 15, 2010).

Amendment No. 16 To Third Amended And Restated Rawp Credit And Security Agreement (i.e., tc
the Webster Credit Agreement) among the SPAR WeBsteowers and Webster dated as of March 1 5,
2010 (incorporated by reference to SGRP's AnnupbR@n Form 10-K for the year ended December 31,
2009, as filed with the SEC on April 15, 2010).

Revolving Loan and Security Agreement dated asilyf@, 2010 (the "Sterling Loan Agreement"), by ¢ 1d
among SGRP, and certain of its direct and indisatisidiaries, namely SPAR Incentive Marketing, ,Inc
PIA Merchandising Co., Inc., Pivotal Sales Compasgtional Assembly Services, Inc., SPAR/Burgoy
Retail Services, Inc., SPAR Group Internationat, ISPAR Acquisition, Inc., SPAR Trademarks, Inc.,
SPAR Marketing Force, Inc. and SPAR, Inc. (eacB@bsidiary Borrower", and together with SGRP,
collectively, the "SPAR Sterling Borrowers"), anté@ing National Bank, as Agent (the "Sterling Aggr
and Sterling National Bank and Cornerstone Bankerders (collectively, the "Sterling Lenders")
(incorporated by reference to SGRP's Current RepoForm 8-K, as filed with the SEC on July 12,
2010).

e

Secured Revolving Loan Note in the original maximpmmcipal amount of $5,000,000.00 issued by tk
SPAR Sterling Borrowers to Sterling National Bankguant to (and governed by) the Sterling Loan
Agreement and dated as of July 6, 2010 (incorpdrayereference to SGRP's Current Report on Foiq 3-
as filed with the SEC on July 12, 2010).

w

Secured Revolving Loan Note in the original maximpmmcipal amount of $1,500,000.00 issued by tF
SPAR Sterling Borrowers to Cornerstone Bank pursta(and governed by) the Sterling Loan Agreer
and dated as of July 6, 2010 (incorporated by eefer to SGRP's Current Report on Form 8-K, as file
with the SEC on July 12, 2010).

w

Limited Continuing Guaranty of the obligations bétSPAR Sterling Borrowers under the Sterling Loz 1
Agreement from Robert G. Brown and William H. Béstie favor of the Sterling Lenders dated as ofJ
6, 2010 (incorporated by reference to SGRP's CuReport on Form 8-K, as filed with the SEC on Ju
12, 2010).

—

Agreement of Amendment to Revolving Loan and Ségégreement And Other Documents dated as of
September 1, 2011, and effective as of June 1,,20mdng the SPAR Sterling Borrowers, the Sterling
Lenders and the Sterling Agent and confirmed byeRoB. Brown and William H. Bartels as guarantol
(as filed herewith).

Confirmation of Credit Facilities Letter by RoyahBk of Canada in favor of SPAR Canada Company
dated as of October 17, 2006 (incorporated by eefsr to SGRP's Annual Report on Form 10-K for th
fiscal year ended December 31, 2006, as filed thithSEC on April 2, 2007).

General Security Agreement by SPAR Canada Compafavor of Royal Bank of Canada dated as of
October 20, 2006 (incorporated by reference to S&RRual Report on Form 10-K for the fiscal year
ended December 31, 2006, as filed with the SEC il 2, 2007).

Waiver Letter and Amendment by and between RoyakRBd Canada Company, dated as of March 3:
2008 (incorporated by reference to SGRP's AnnupbR@n Form 10-K, as filed with the SEC on Mar: h
31, 2008).

Debtor Finance Agreement dated as of May 24, 209@&nd among Bendingo Bank Limited ACN and
SPARFACTS Pty Ltd. together with Bendingo Bank Lt ACN Standard Terms and Conditions
(incorporated by reference to SGRP's Quarterly RepoForm 10-Q for the quarter ended March 31,
2008, as filed with the SEC on May 15, 2008).

Code of Ethical Conduct for the Directors, Senigeé&utives and Employees, of SPAR Group, Inc., de ed

May 1, 2004 (incorporated by reference to SGRPIsedtReport on Form 8-K, as filed with the SEC ¢ n
May 5, 2004).
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14.2 Statement of Policy Regarding Personal Securittesgactions in SGRP Stock and Non-Public
Information, as amended and restated on May 1, 28 as further amended through March 10, 201
(incorporated by reference to SGRP’s Annual ReporEorm 10K for the year ended December 31, 2(
as filed with the SEC on March 15, 2011).

211 List of Subsidiaries (as filed herewith).

23.1 Consent of Rehmann Robson (as filed herewith).

23.2 Consent of Nitin Mittal & Co. (as filed herewith).

311 Certification of Chief Executive Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002 (a

filed herewith).

31.2 Certification of Chief Financial Officer Pursuant$ection 302 of the Sarbanes-Oxley Act of 2002 (as
filed herewith).

32.1 Certification of Chief Executive Officer Pursuant$ection 906 of the Sarbanes-Oxley Act of 2002 (a
filed herewith).

32.2 Certification of Chief Financial Officer Pursuant$ection 906 of the Sarbanes-Oxley Act of 2002 (as
filed herewith).

101.INS* XBRL Instance

101.SCH* XBRL Taxonomy Extension Schema
101.CAL* XBRL Taxonomy Extension Calculation
101.DEF* XBRL Taxonomy Extension Definition
101.LAB* XBRL Taxonomy Extension Labels
101.PRE* XBRL Taxonomy Extension Presentation

* XBRL information is furnished and not filed ormpart of a registration statement or prospectupfoposes of sectior 3
11 or 12 of the Securities Act of 1933, as amenidedeemed not filed for purposes of section 18efSecurities
Exchange Act of 1934, as amended, and otherwisetisubject to liability under these sectic
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&fthe Securities Exchange Act of 1934, the Regigthas duly caused this amendme
the report to be signed on its behalf by the urigeesl, thereunto duly authorized.

SPAR Group, Inc.

By: /s/ Gary S. Raymond

Gary S. Raymond
Chief Executive Officer
Date: March 21, 2012
Pursuant to the requirements of the Securities &xgbé Act of 1934, this amendment to the reportbesen signed below by the followi
persons on behalf of the Registrant and in theatgs indicated.
SIGNATURE TITLE

/sl Gary S. Raymond Chief Executive Officer and Director

Gary S. Raymond
Date: March 21, 2012

/s/ Robert G. Brown Chairman of the Board and Director
Robert G. Brown
Date: March 21, 2012

/s/ William H. Bartels Vice Chairman and Director
William H. Bartels
Date: March 21, 2012

/sl Jack W. Partridge Director

Jack W. Partridge
Date: March 21, 2012

/sl Jerry B. Gilbert Director

Jerry B. Gilbert
Date: March 21, 2012

/sl Lorrence T. Kellar Director
Lorrence T. Kellar
Date: March 21, 2012

/sl C. Manly Molpus Director

C. Manly Molpus
Date: March 21, 2012

/sl James R. Segreto Chief Financial Officer,
James R. Segreto Treasurer and Secretary (Principal Financial ancb@nting Officer)
Date: March 21, 2012
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Report of Independent Registered Public Accourfding

Board of Directors and Stockholders
SPAR Group, Inc. and Subsidiaries
Tarrytown, New York

We have audited the accompanying consolidated balaheets of SPAR Group, Inc. and Subsidiariesf &eoember 31, 2011 and 2010, and
related consolidated statements of income, stodemnslequity, and cash flows for years then ended. Oditaalso included the financial staterr
schedule for these years as listed in the indédteat 15. These consolidated financial statemendssahedule are the responsibility of the Company’
management. Our responsibility is to express aniopion these consolidated financial statementssahddule based on our audits. We did not

the financial statements of SPAR KROGNOS Markefiyate Limited (Formerly Known as SPAR Solutiongghandising Private Limited) as
and for the years ended December 31, 2011 and 20HEZe statements reflect total assets constit@¥gand 5% of consolidated total assets
December 31, 2011 and 2010, respectively, and tetatnues constituting 3% and 5% of total constdidarevenue for the years then en
respectively. Such financial statements were addijeanother auditor whose report has been furdishes, and our opinion, insofar as it relatethé
amounts included for SPAR KROGNOS Marketing Privataited for 2011 and 2010, is based solely onrtport of the other auditor.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamiogUnited States). Those standards re:
that we plan and perform the audit to obtain reabtmassurance about whether the consolidatedciglestatements are free of material misstater
The company is not required to have, nor were wgaged to perform, an audit of its internal conwekr financial reporting. Our audit incluc
consideration of internal control over financiaboeting as a basis for designing audit procedurasdre appropriate in the circumstances, butor
the purpose of expressing an opinion on the effent@ss of the comparsyinternal control over financial reporting. Accingly, we express no su
opinion An audit also includes examining, on a testis, evidence supporting the amounts and diseesn the consolidated financial statements
audit also includes assessing the accounting ptexiused and significant estimates made by maraggms well as evaluating the overall finar
statement presentation. We believe that our aaditisthe report of the other auditor provide a reabte basis for our opinion.

In our opinion, based on our audits and the repirtke other auditor for 2011 and 2010, the cddated financial statements referred to above pit
fairly, in all material respects, the consolidafetwncial position of SPAR Group, Inc. and Subgdigis as of December 31, 2011 and 2010, an
consolidated results of their operations and thash flows for the for the years then ended, inffaonity with U.S. generally accepted accoun
principles. Also, in our opinion, the related fiéad schedule for those years, when consideredlation to the consolidated financial statemerken
as a whole presents fairly, in all material respgttte information set forth therein.

/s/ Rehmann Robsc

Troy, Michigan
March 20, 2012




Report of Independent Public Accounting Firm

The Board of Directors and Stockholders

SPAR KROGNOS Marketing Private Limited

(Formerly Known as SPAR Solutions Merchandising&te Limited)
New Delhi, India

We have audited the accompanying balance sheetSP&R KROGNOS Marketing Private Limited (Formerly ¢ as SPAR Solutiol
Merchandising Private Limited), a company incorpedaunder the laws of India, as of December 311281d 2010 and the related statemen
income, stockholders' equity, and cash flows ferybars then ended. These financial statementham@sponsibility of the Company's managen
Our responsibility is to express an opinion on é#sancial statements based on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversightri8g&nited States). Those standards ret
that we plan and perform the audit to obtain reablnassurance about whether the financial statisneea free of material misstatement. An &
includes examination on a test basis, evidenceatipg the amounts and disclosures in the finarstialements. An audit also includes assessir
accounting principles used and significant estimat@de by the management, as well as evaluatinguvagll financial statement presentation.
believe our audits provide a reasonable basisdoopinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedis, financial position of SPAR KROGNOS Marketl

Private Limited (Formerly Known as SPAR Solutiongfghandising Private Limited), as of December 31112and 2010, and the results of t
operations and their cash flows for the years #heted in conformity with accounting principles gextly accepted in United States.

/s/ Nitin Mittal & Co.
Chartered Accountants

Partner
M No. 098930

New Delhi, India
March 6, 2012
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(In thousands, except share and per share data)

Assets
Current assets:

Cash and cash equivalents

Accounts receivable, net

Prepaid expenses and other current assets
Total current assets

Property and equipment, net
Goodwill

Intangibles

Other assets

Total assets

Liabilities and equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Accrued expenses due to affiliates
Customer deposits
Lines of credit and other debt
Total current liabilities
Long-term debt and other liabilities
Total liabilities

Equity:
SPAR Group, Inc. equity
Preferred stock, $.01 par value:
Authorized and available shares — 2,445,598
Issued and outstanding shares —
none — December 31, 2011
554,402 — December 31, 2010
Common stock, $.01 par value:
Authorized shares — 47,000,000
Issued and outstanding shares —
20,103,043 — December 31, 2011
19,314,306 — December 31, 2010
Treasury stock
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total SPAR Group, Inc. equity
Non-controlling interest
Total liabilities and equity

See accompanying notes.

SPAR Group, Inc. and Subsidiaries
Consolidated Balance Sheets
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December 31,

December 31,

2011 2010
1,708 $ 92z
15,46 13,99¢
801 1,28:
17,96 16,20¢
1,52¢ 1,45:
1,14¢ 84¢
705 362
17¢ 22€
2152. $ 19,09:
1,81¢ $ 1,80¢
4,03¢ 2,73¢
1,09z 1,57¢
182 471
3,641 5,26:
10,77¢ 11,84¢
334 -
11,10¢ 11,84¢
- 6
201 192
- 1)
13,94( 13,54¢
(172) (142)
(4,626) (6,809)
9,34: 6,791
1,07( 45¢
2152, $ 19,09:




SPAR Group, Inc. and Subsidiaries
Consolidated Statements of Income
(In thousands, except per share data)

Year Ended December 31,

2011 2010

Net revenue $ 7352: $ 63,15¢
Cost of revenues 51,02¢ 42,16¢
Gross profit 22,49¢ 20,98¢
Selling, general and administrative expense 18,54 17,14(
Depreciation and amortization 1,06¢ 1,01¢
Operating income 2,88t 2,831
Interest expense 197 31C
Other income (112) (21)
Income before provision for income taxes 2,69¢ 2,54:
Provision for income taxes 362 263
Net income 2,33 2,27¢
Net income attributable to n-controlling interest (123) (112)
Net income attributable to SPAR Group, | $ 2212 $ 2,167
Net income per basic and diluted common sk

Netincome — basic $ 011 $ 0.11
Net income- diluted $ 0.1C $ 0.11
Weighted average common shares — basic 19,95¢ 19,20¢
Weighted average common shares — diluted 21,325 20,60z

See accompanying notes.
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SPAR Group, Inc. and Subsidiaries
Consolidated Statements of Equity
(In thousands)

Preferred Stock

Common Stock

Shares Amount Shares

Accumulated

Other Non-

Treasury Paid-In Accumulated Comprehensive Controlling
Stock

Amount

Capital

Deficit

Loss Interest

Total
Equity

Balance at January 1, 201C 554 $ 6 19,13¢

Preferred Stock Issued =
Issuance of stock to non-
employees
Issuance of stock options tc
employees & non-
employees for services =
Purchase of non-controlling
interest in joint ventures -
Exercise of Options 55
Other changes to non-
controlling interest -
Comprehensive income:
Foreign currency
translation gain -
Net Income

Comprehensive income

12C

$ 191%

(1) $13,09¢ $

33t

90
25

(8,979 $

2,167

(220 $ 431 $

- (147)

78 -
- 112

4,531

33t

(51
26

48

78
2,27¢

2,161

78

2,351

Balance at December 31,

2010 554 $ 6 19,31

$ 19 %

(1) $13,54¢ $

(6,809 $

(142) $

7,241

Preferred stock and accrue
dividends converted to
common stock

Exercise of warrants

Issuance of stock options tc
employees & non-
employees for services =

Exercise of Options 10t

Sale of non-controlling
interest of subsidiary in
India =

Establishment of new
subsidiaries with non-
controlling interest -

Distribution of subsidiary’s
equity =

Reissued treasury stock -

Comprehensive income:

Foreign currency
translation loss -
Net Income

Comprehensive income

(554) 60¢

75

(6)

63

42C
36

(127)

@

(32

2,21

(30) -
- 128

64

42C
37

90

15€

90

(30)
2,331

2,21

(30) 122

2,301

Balance at December 31,

2011 - $ — 20,10¢

$ 201%

$13,94( $

(4,626¢) $

(179 $  1,07C $

10,418

See accompanying notes.
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SPAR Group, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(In thousands)

Operating activities
Net income

Adjustments to reconcile net income to net caskigeal by operating activities

Depreciation and Amortization
Issuance of stock options and warrants
Changes in non-controlling interest
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Accounts payable

Accrued expenses, other current liabilities andarosr deposits

Net cash provided by operating activit

Investing activities

Purchases of property and equipment and capitatiaftd/are

Purchase of Mexican and Turkish subsidiaries
Net cash used in investing activiti

Financing activities

Net payments on lines of cre:
Proceeds from options exercised
Proceeds from term debt

Payment on term debt

Payments on capital lease obligations

Net cash (used in) provided by financing activi
Effect of foreign exchange rate changes on cash

Net change in cash and cash equival
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure of cash flows information
Interest paid
Taxes paid

Supplemental disclosure of non-cash financing actites
Liability related to acquisition of Mexican subsdy
Preferred stock converted to common stock at par
Acquisition of equipment through capital leases

See accompanying notes.

Year Ended December 31,

2011 2010
$ 2337 $ 2,27¢
1,06¢ 1,01¢
42¢ 33€
497 93
(1,499 (3,790
53C 1,60¢
15 (2,015)
16C 73t
3,53¢ 26C
(810) (1,439
(442) -
(1,257 (1,439
(1,109 (55)
36 26
244 50C
(557) -
(107) (95)
(1,485) 37€
(16) 67
782 (736)
92z 1,65¢
$ 1,708 $ 92z
$ 205 $ 37¢
$ 21¢ $ 20z
$ 30C $ -
$ 6 $ -
$ 14C $ 25C




SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
1. Business and Organization

The SPAR Group, Inc., a Delaware corporation (“SGRE&nd its subsidiaries (together with SGRP, tI AR Group” or the “Company”)s &
supplier of merchandising and other marketing sesvithroughout the United States and internatipnd@le Company also provides $tere ever
staffing, product sampling, furniture and otherdurat assembly services, Radio Frequency Identifinaf'RFID”) services, technology services .
marketing research services. Assembly servicepenfermed in stores, homes and offices while thaiker services are primarily performed in n
merchandisers, office supply, grocery, drug stm@ependent, convenience and electronics stores.

Merchandising services primarily consist of regiylacheduled, special project and other productises provided at the store level, and the Com
may be engaged by either the retailer or the matufr. Those services may include restocking ashding new products, removing spoilec
outdated products, resetting categories "on thE"'sheaccordance with client or store schematamfirming and replacing shelf tags, setting nele
or promotional product displays and advertising)erishing kiosks, providing istore event staffing and providing assembly sesvinestores, hom
and offices. Other merchandising services includwle store or departmental product sets or resetfyding new store openings, new proc
launches and istore demonstrations, special seasonal or promatimerchandising, focused product support and podacalls. The Company a
provides RFID services, technology services andetigrg research services.

Today the Company operates in 10 countries thairepass approximately 47% of the total world popatatAlthough it operates in a single busir
segment (merchandising and marketing services)Ctirapany currently divides its operations for mérigg administrative and other purposes
two geographic divisions: its Domestic MerchandisBervices Division, which provides those servicethe United States of America since certai
its predecessors were formed in 1979; and its nat@nal Merchandising Services Division, which @&egperations in May of 2001 and provi
similar merchandising, marketing services andtore event staffing services in Japan, Canadah3dtica, India, Romania, China, Australia, Mex
and Turkey.

The Company continues to focus on expanding itshaerdising and marketing services business thraitghe world.

Domestic Merchandising Services Divisic

The Companys Domestic Merchandising Services Division providesionwide merchandising and other marketing sesvithroughout the Unit
States of America primarily on behalf of consumesdoct manufacturers and retailers at mass merdsensd office supply, grocery, drug st

independent, convenience and electronics storelkided in its clients are home entertainment, gdrmaerchandise, health and beauty care, cons
goods and food products companies.
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
1. Business and Organization (continued)
The Company's international business in each aeyrivutside the United States is conducted thraudbreign subsidiary incorporated in its prinm

territory. The primary territory, establishmenttelgwhich may include predecessors), the percentdghe Company's equity ownership, and
principal office location for its US (domestic) sudhiaries and each of its foreign (internationabsidiaries is as follows:

Primary Territory Date Established SGRP Percentage Ownership Principal Office Location
United States of America 1979 100% Tarrytown, New York, United States of
America
Japan May 2001 100% Osaka, Japan
Canada June 2003 100% Toronto, Canada
South Africa April 2004 51% Durban, South Africa
India April 2004 51%* New Delhi, India
Lithuania September 2005 51%** -
Australia April 2006 51% Melbourne, Australia
Romania July 2009 51%*** Bucharest, Romania
China March 2010 51%**** Shanghai, China
Mexico August 2011 51% Mexico City, Mexico
Turkey August 2011 519p**k** Istanbul, Turkey
* In June 2011, the Company sold 49% of its irdete KROGNOS Integrated Marketing Services Privameited.

* The Company closed this subsidiary in the FowQuarter of 2010.
rxk Currently the Company owns two subsidiariesRomania. One subsidiary is 100% owned and igigand the second subsidiary, acquired

in July 2009, is 51% owned.
*kk - Currently the Company owns two subsidiariesChina. One subsidiary is 100% owned and is macand the second subsidiary, acquired in

March 2010 and operational in August 2010, is 5196ed.
*ekkIn August 2011, the Company sold its 51% oenship in its original subsidiary in Turkey to @dginal local investor, and in November 2011
the Company started a new 51% owned subsidiargrtgpete in this important market.

2. Summary of Significant Accounting Policies

Principles of Consolidatior

The Company consolidates its 100% owned subsidiafiee Company also consolidates all of its 51%emhsubsidiaries as the Company believe:
the primary beneficiary and controls the econonditivdies in accordance witlhccounting Standards Codification (ASC) 81@- Consolidation ¢
Variable Interest Entities

All significant intercompany accounts and transatdihave been eliminated.

Cash Equivalents

The Company considers all highly liquid shtetm investments with maturities of three month¢ess at the time of acquisition to be cash egaiva
Cash equivalents are stated at cost, which appaigsifair value.

Revenue Recognitio

The Companys services are provided to its clients under coigrar agreements. The Company bills its clientedaipon service fee or per unit
arrangements. Revenues under service fee arrangemenrecognized when the service is performe@& Tbhmpanys per unit fee arrangeme
provide for fees to be earned based on the reabes0f a cliens products to consumers. The Company recognizesrpefees in the period su
amounts become determinable and are reported ©dhmany.




SPAR Group, Inc. and Subsidiaries

Notes to Consolidated Financial Statements (coathu
2. Summary of Significant Accounting Policies (cdnued)
Unbilled Accounts Receivable
Unbilled accounts receivable represent service®peed but not billed and are included as accoretsivable.
Doubtful Accounts and Credit Risk
The Company continually monitors the validity of &ccounts receivable based upon current cliedttdrdormation and financial condition. Balan
that are deemed to be uncollectible after the Cowyges attempted reasonable collection effortswaitten off through a charge to the bad ¢
allowance and a credit to accounts receivable. Agtreceivable balances, net of any applicablerves or allowances, are stated at the amour
management expects to collect from the outstanbédgnces. The Company provides for probable urttdile amounts through a charge to earr
and a credit to bad debt allowance based in parmanagement’s assessment of the current statusdividual accounts. Based on managensent’
assessment, the Company established an allowand®dibtful accounts of $57,000 and $143,000 at Béees 31, 2011, and 2010, respectively
2011, the Company had minimal write offs of acceueteivable resulting in recovery of $55,000 f@& twelve months ended December 31, 201:
bad debt expense was $265,000 in 2010.
Property and Equipment and Depreciatic
Property and equipment, including leasehold impnosets, are stated at cost. Depreciation is cakdlah a straighline basis over estimated use
lives of the related assets, which range from thioeseven years. Leasehold improvements are depedcover the shorter of their estimated u:
lives or lease term, using the straight-line method
Capital Lease Obligations

The Company has three outstanding capital leasgatioins (in thousands):

Net Book Value
Accumulated as of December

Start Date: Original Cost Depreciation 31, 2011
July 2010 $ 21t ¢ 101 $ 114
November 201( 48 19 29
June 2011 14C 23 117
$ 40 $ 143 $ 26C

Annual future minimum lease payments required untier leases, together with the present value aBemember 31, 2011, are as follows
thousands):

Year Ending December 31, Amount
2012 $ 154
2013 11C
2014 23
287
Less amount representing interest 27
Present value of net minimum lease payments indiwdth other liabilities $ 26C
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
2. Summary of Significant Accounting Policies (cdnued)
Internal Use Software Development Co:

In accordance withSC-350-10-720, Accounting for the Costs of Comm@Emétware Developed or Obtained for Internal Yske Company capitaliz
certain costs associated with its internally depetb software. Specifically, the Company capitalites costs of materials and services incurre
developing or obtaining internal use software. Bwssts include (but are not limited to) the cosptwchase software, the cost to write program ¢
payroll and related benefits and travel expenseshfazse employees who are directly involved witld aho devote time to the Compasysoftwar:
development projects. Capitalized software devekangosts are amortized over three years on @btrline basis.

The Company capitalized $609,000 and $632,000 stsaelated to software developed for internalins2011, and 2010, respectively, and recogr
approximately $579,000 and $518,000 of amortizatibcapitalized software for the twelve months ehBecember 31, 2011, and 2010, respectively.

Impairment of Lon¢-Lived Assets

The Company reviews its long-lived assets for impant whenever events or changes in circumstandésaie that an asssttarrying amount may
higher than its fair value. If an asset is congdeio be impaired, the impairment charge that waeldecognized is the excess of the assttrying
value over the asset’s fair value.

Fair Value of Financial Instruments

The Companys balance sheets include the following financiatrunments: accounts receivable, accounts payalddires of credit. The Compa
considers the carrying amounts of current assetdiabilities in the financial statements to appmate the fair value for these financial instrunss
because of the relatively short period of time et origination of the instruments and their expecealization or payment. The carrying amoul
the lines of credit approximates fair value becahseobligations bear interest at a floating markeg of interest.

Excess Casl

The Companys domestic cash balances are generally utilizgzhyoits bank lines of credit. International caskabees are maintained in liquid ci
accounts and are utilized to fund daily operations.

Major Customers- Domestic

One customer accounted for 10% of the Company'sewetnues for the years ended December 31, 20112010, resulting from merchandis
services performed for a large pharmaceuticalitligior. This customer accounted for approximatély &hd 8% of the Company's accounts recei
at December 31, 2011, and 2010, respectively.

In addition, approximately 10% of the Compasyiet revenue for the years ended December 31, 2012010, resulted from merchandising
assembly services performed for a major office §uplpain and for manufacturers within this chafhese customers accounted for approximatel
and 4% of the Company’s accounts receivable at Mbee 31, 2011, and 2010, respectively.

Foreign Currency Rate Fluctuations

The Company has foreign currency exposure witieynational subsidiaries. In both 2011 and 2@468se exposures are primarily concentrated i
Australian Dollar, Canadian Dollar, Mexican Pesout® African Rand, Japanese Yen and Chinese YUatal International assets were $9.6 mil
and total liabilities were $7.3 million based orckange rates at December 31, 2011. Internatievahues for the twelve months ended Decemb
2011 and 2010 were $35.7 million and $26.6 millioespectively. The international division reporteet losses of approximately $119,000
$506,000 for the twelve months ended December @11 2nd 2010, respectively.
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
2. Summary of Significant Accounting Policies (cdnued)
Interest Rate Fluctuation:

The Company is exposed to market risk relatedeovtriable interest rate on its lines of creditDsicember 31, 2011, the Compasigutstanding de
totaled $3.9 million, as noted in the table belawtilousands):

Variable Interest

Location Rate(®) US Dollars®
United States 4.75% $ 2,621
0.1% -
International 10.38% 1,247
$ 3,86¢

(1) Per annum interest at December 31, 2011
(2) Based on exchange rate at December 31, 2011

Based on 2011 average outstanding borrowings uwalégble-rate debt, a orgercentage point increase in interest rates woalgatively impac
annual pre-tax earnings and cash flows by appraein&30,000.

Income Taxes

Deferred tax assets and liabilities represent tieré tax return consequences of certain tempaliffigrences that will either be taxable or dedue
when the assets and liabilities are recovered ttledeDeferred taxes are also recognized for dperdosses that are available to offset futureakde
income and tax credits that are available to offséire income taxes. In the event the future cqueaces of differences between the finai
reporting basis and the tax basis of the Compaagsets and liabilities result in a net defereedatsset, an evaluation is required of the proibyloif
being able to realize the future benefits indicdigdsuch asset. A valuation allowance is providéenvit is more likely than not that some portio
the entire deferred tax asset will not be realized.

Stock-Based Compensation

As of January 1, 2006, ASC-718-10 became effective applicable to the Company’s accounting foreitgployee options. Under ASC-718-
compensation expense is recognized in the Compéingiscial statements when employee stock optivegyeanted. Shareased compensation cos
measured on the grant date, based on the fair edltiee award calculated at that date, and is neiced over the employegtrequisite service peric
which generally is the options’ vesting period.rRailue is calculated using the BlaSkholes option pricing model. The options grantadeha te
(10) year life and vest over four-year periods edta of 25% per year, beginning on the first aarsary of the date of grant.

The fair value of each option grant is estimateseldaon the date of grant using the Black-Schol¢ismpricing model with the following weight:
average assumptions: dividend yield of 0% for aling; volatility factor of expected market pricecoimmon stock of 166% and 140% for 2011,
2010, respectively; risk-free interest rate of ¥88nd 3.30% for 2011, and 2010, respectively; apeeted lives of six years.

Net Income Per Shar

Basic net income per share amounts are based bhpameighted average number of common shares odistarDiluted net income per share amo
are based upon the weighted average number of caramb potential common shares outstanding excepeioods in which such potential comn
shares are anti-dilutive. Potential common shawstanding include stock options and are calculas#dg the treasury stock method.

Use of Estimates

The preparation of the financial statements in confty with accounting principles generally accepte the United States requires manageme
make estimates and assumptions that affect thetegpamounts of assets and liabilities, the amodistdosed for contingent assets and liabilitiethe

date of the financial statements and the reporteduats of revenues and expenses during the regoréar. Actual results could differ from th
estimates.
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
2. Summary of Significant Accounting Policies (cdnued)
Goodwill and Other Intangible Assets

The Company followsASC-805-10, Goodwill and Other Intangible Assetas such; goodwill is no longer amortized, butsiject to annu
impairment tests. At December 31, 2011 the Compashypted ASU No, 2001-07 “Goodwilind Other Intangible Assets Which allows for .
qualitative review to be performed before a quatitie impairment analysis is undertakenf.the qualitative analysis indicates that the gwitidis
more likely than not impaired then the Company dales the fair value of each business unit forclwtgoodwill was recorded to determine if tf
was impairment. There were no qualitative factbed gave rise to impairment in 2011. As a resultias determined that there was no impairme
the goodwill.

Intangible assets consist of customer contractdistsdand are amortized over periods ranging féoto 10 years.
Translation of Foreign Currencies

The financial statements of the foreign entitiessmidated into SPAR Group, Inc. consolidated foahstatements were translated into United S
dollar equivalents at exchange rates as followlsirz@ sheet accounts for assets and liabilitiee wenverted at yeand rates, equity at historical re
and income statement accounts at average exchategefor the year. The resulting translation gaind losses are reflected in accumulated
comprehensive gain or loss in the statements okktdders’ equity. Foreign currency transactiomgaind losses are reflected in net earnings.

Recently Issued Accounting Standar

In June 2011, the FASB issued ASU No. 2011-05, “@@hensive Income.This ASU intends to enhance comparability and farency of othe
comprehensive income components. The guidance das\an option to present total comprehensive incéhgecomponents of net income and
components of other comprehensive income in a eioghtinuous statement or two separate but corigecstiatements. This ASU eliminates
option to present other comprehensive income coemisras part of the statement of changes in shaestequity. The provisions of this ASU w
be applied retrospectively for interim and annusiqds beginning after December 15, 2011. Earlyfliegion is permitted. We are currently evalua
the impact of this new ASU.

In September 2011, the FASB issued ASU No, 2001*@GHodwill and Other Intangible AssetsThis ASU is intended to simplify goodw
impairment testing by adding a qualitative revigepsto assess whether the required quantitativaimment analysis that exists today is necessarg
amended guidance permits an entity to first perfarigualitative assessment to determine whethar ritare likely than not that the fair value «
reporting unit is less than its carrying valueit is concluded that this is the case, it is neass perform the currently prescribed ts@p goodwi
impairment test. Otherwise, the twtep goodwill impairment test is not required. Bmeended guidance is effective beginning in 201%ewer, with
earlier adoption permitted. The Company intendagply the updated guidance to its 2012 annual impait test. The Company applied the upd
guidance to its 2011 annual impairment test. Thepptan of this update is not expected to have aifsaggint impact on the Compars/consolidate
financial statements.

During December 2010, the FASB issued ASU No. 2P90“Disclosure of Supplementary Pro Forma Infoiorafor Business CombinationsThe
ASU is effective prospectively for business combioves whose acquisition date is at or after theirb@gg of the first annual reporting per
beginning on or after December 15, 2010. The ASétiies that if a public entity presents compamfimancial statements, the entity should disc
revenue and earnings of the combined entity asgthéloe business combination that occurred duriegctirrent year had occurred as of the begir
of the comparable prior annual reporting period/ofihe amendments to this guidance also expandupplemental pro forma disclosures to inclu
description of the nature and amount of materiahracurring pro forma adjustments directly attréhi¢ to the business combination included ir
reported pro forma revenue and earnings. The amloti the ASU will impact disclosures in interimdaannual financial statements issued if
Company enters into business combinations.

Reclassifications

Certain reclassifications have been made to th@ fifidncial statements to conform to the 2011 priegion.
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3. Supplemental Balance Sheet Information (in tharsds)

December 31,

Accounts receivable, net, consists of the following 2011 2010
Trade $ 11,80¢ $ 9,84¢
Unbilled 3,30¢ 3,91¢
Non-trade 402 382
15,51¢ 14,14:
Less allowance for doubtful accounts 57 142
$ 15,46: $ 13,99¢

December 31,

Property and equipment consists of the following: 2011 2010
Equipment $ 7,86¢ $ 7,89:
Furniture and fixtures 543 541
Leasehold improvements 25C 25C
Capitalized software development costs 4,261 3,51¢
12,92( 12,20
Less accumulated depreciation and amortization 11,39’ 10,75(
$ 152: $ 1,452

December 31,

Intangible assets consist of the following: 2011 2010

Customer contracts and lists $ 86 $ 42¢€

Less accumulated amortization 164 64
$ 705 $ 362

The Company is amortizing the customer contractsliats of $869,000 on a straight line basis betwgeand 10 years. Amortization expense fo
year ended December 31, 2011 and December 31,284 @pproximately $100,000 and $64,000, respegtivEhe annual amortization for each of
following years succeeding December 31, 2011 amnzarized as follows:

Year Amount

2012 $ 134
2013 134
2014 134
2015 71
2016 47
Thereafter 18E
Total $ 70E

December 31,

Accrued expenses and other current liabilities: 2011 2010
Accrued salaries payable $ 1,00t $ 708
Accrued accounting and legal expenses 28t 26¢€
Other 2,74¢ 1,75¢
$ 4,03¢ $ 2,738
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4. Credit Facilities

Domestic Credit Facility (“ Sterling Credit Facility ):

SGRP and certain of its domestic subsidiaries, haBRAR Marketing Force, Inc., National Assemblyngees, Inc., SPAR Group International, i
SPAR Trademarks, Inc., and SPAR Acquisition, [each a "Subsidiary Borrower", and together withR&Gcollectively, the "Borrowers"), ente
into a Revolving Loan and Security Agreement dasaf July 6, 2010 (the "Loan Agreement"), withriitg National Bank and Cornerstone Ban
the lenders (the "Lenders"), and issued their SEt&Revolving Loan Notes in the original maximumnpipal amounts of $5.0 million to Sterli
National Bank and $1.5 million to Cornerstone Bdtiie "Notes"), to document and govern its new dréatility with them (the "Sterling Crec
Facility"). In June 2011, the Lenders agreed 19:réduce the personal guarantee limits to the amsawted below, and (2) extend the maturity o
Sterling Credit Facility until July 2013.

In addition, Mr. Robert G. Brown, a Director, thdnd@man and a major stockholder of SGRP, and Milidkfi H. Bartels, a Director, the Vi
Chairman and a major stockholder of SGRP, haveigedvpersonal guarantees of the Sterling Creditliatotaling $1,250,000 pursuant to th
Limited Continuing Guaranty in favor of the Lendeeted as of July 6, 2010, as amended in June @04 1Limited Guaranty").

Revolving Loans of up to $6.5 million are availaldethe Borrowers under the Sterling Credit Facitiased upon the borrowing base formula de
in the Loan Agreement (principally 85% of "eligibldomestic accounts receivable less certain resgrvehe Sterling Credit Facility is secured
substantially all of the assets of the Borrowetbép than SGRP's foreign subsidiaries, certaingdeséd domestic subsidiaries, and their respe
equity and assets).

The basic interest rate under the Sterling Crealilfy is equal to the fluctuating Prime Rate wffieirest published in the Wall Street Journal frame
to time plus one and one-half (1.50%) percentap@um, which automatically changes with each chamgach rate.

Due to the requirement to maintain a lock box agesment with the Agent and the Lenders' abilityrteoke a subjective acceleration clause ¢
discretion, borrowings under the Sterling Creditifiy will be classified as current.

The Sterling Credit Facility contains certain fis@l and other restrictive covenants and also $imértain expenditures by the Borrowers, incluc
but not limited to, capital expenditures and otinestments. At December 31, 2011, the Companyiwasmpliance with such covenants and t
not expect to be in violation at future measurendaies. However, there can be no assurances &dmpany will not be in violation of certi
covenants in the future, and should the Comparip ki®lation; there can be no assurances that grelers will issue waivers for any future violatic

International Credit Facilities:

In 2008, the Australian subsidiary, SPARFACTS Aalédr Pty. Ltd., entered into a revolving line o&dit arrangement with Commonwealth Ban
Australia (CBA) for $2.0 million (Australian). O&eptember 11, 2009, the line of credit arrangemeistamended to reduce the line of credit to
million (Australian), In October 2011, SPARFACTSigtralia Pty. Ltd., replaced the Commonwealth Blam of credit with a new credit facility wi
Oxford Funding Pty Ltd. for $1.2 million (Austrafipor approximately $1.2 million (based upon thetenge rate at December 31, 2011).

On October 20, 2006, SPAR Canada Company, a wheliyed subsidiary, entered into a secured credigeagent with Royal Bank of Cane
providing for a Demand Operating Loan for a maximbmnrowing of $750,000 (Canadian) or approximaf$6,000 (based upon the exchange r:
December 31, 2011). The Demand Operating Loan gesvior borrowing based upon a formula as defimethé agreement (principally 75%
eligible accounts receivable less certain dedusji@md a minimum total debt to tangible net worlvemant. On March 28, 2008, Royal Banl
Canada amended the secured credit agreement toeréfoler maximum borrowing to $500,000 (Canadian)ewar, in October 2008, Royal Bank
Canada reinstated the loan limit to $750,000 (Ciamgd The Company was in compliance with the mimmtotal debt to tangible net worth cover
under this line of credit at December 31, 2011.

On March 26, 2010 the Company signed a Loan andriBedgreement and a Promissory Note with Michaathony Holdings, Inc. for a total
$500,000 which was used for the acquisition ofaierassets of a Canadian company that closed ohA@010. The loan was payable on an intt
only basis and matured on March 31, 2011 and wiakipéull on that date.

On March 7, 2011, the Japanese subsidiary, SPAR&MnN, Inc., a wholly owned subsidiary, securezba With Mizuho Bank in the amount of 2
million Japanese Yen, or approximately $258,008e ban is payable in monthly installments of 288,&en or $3,100 at an interest rate of 0.1%
annum with a maturity date of February 28, 2018e Butstanding balance at December 31, 2011, wa®xdmately 17.6 million Yen or $227,0
(based upon the exchange rate at December 31,.2011)
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4. Credit Facilities (continued)

Summary of Company Credit and Other Debt Facilities (in thousands)

December 31, Average December 31, Average
2011 Interest Rate 2010 Interest Rate
Credit Facilitied_oan Balance
United States $ 2,621 4.75% $ 3,53¢ 4.87%
Australia 40z 10.3¢% 54¢ 10.22%
Canada 61¢€ 4.00% 622 4.0(%
$ 3,641 $ 4,707
Other Debt Facility
Japan Term Loan $ 227 0.1% $ = =
Michael Anthony Note - - 55€ 9.5%
$ 227 0.1% $ 55€ 9.5%
December 31, December 31,
2011 2010
Unused Availability:
United States $ 2,671 $ 1,70(C
Australia 81¢ 952
Canada 11¢ 87
$ 3,607 $ 2,73¢

The Company's international business model is ttnpawith local merchandising companies and comliire Company's proprietary software
expertise in the merchandising and marketing sesvilusiness with their partner's knowledge of dlcallmarket. In 2001, the Company establishe
first subsidiary in Japan and has continued thisegy. As of this filing, the Company is currentiperating in 10 countries and has 9 internat
subsidiaries. Certain of these international suasis are profitable, while others are operating kbss. In the event of continued losses, the [g2ory
may be required to provide additional cash infusiimio those subsidiaries with losses.

Management believes that based upon the contimuafidhe Company's existing credit facilities, gaipd results of operations, vendor payr
requirements and other financing available to tben@any (including amounts due to affiliates), sesrof cash availability should be manageable
sufficient to support ongoing operations over teatrtwelve months. However, continued internatidosses, delays in collection of receivables
from any of the Company's major clients, or a digant reduction in business from such clients dchdve a material adverse effect on the Comp
cash resources and its ongoing ability to fund afpens.

5. Income Taxes
The provision for income tax expense is summaraetbllows (in thousands):

Year Ended December 31,
2011 2010
Current $ 36z $ 2632
Deferred - -
$ 362 $ 268

The provision for income taxes is different fronatthvhich would be obtained by applying the statufederal income tax rate to income before inc
taxes. The items causing this difference are dsvisl(in thousands):
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5. Income Taxes (continued)

Year Ended December 31,

2011 2010
Provision for income taxes at federal statutotg,raet of foreign tax $ 88z $ 72€
State income taxes, net of federal benefit 10z 8¢9
Permanent differences (26) 18
Change in valuation allowance (780) (722)
International tax provisions 112 92
Federal Alternative Minimum Tax 35 58
Change in Tax Reserve 19 22
Other 17 (2C)
Provision for income taxes $ 36z $ 268
Deferred taxes consist of the following (in thoudsin December 31,
2011 2010

Deferred tax assets:

Net operating loss carryforwards $ 498¢ $ 5,95:

Deferred revenue 12¢ 14%

SIM reserve against loan commitment 147 147

Allowance for doubtful accounts and other receigeabl 15 36

Share-based compensation expense 57¢ 427

Depreciation 66 34

Acquisition costs 50 =

Other 27 27

Valuation allowance (5,495 (6,275
Total deferred tax assets 50C 494
Deferred tax liabilities:

Goodwill 117 121

Capitalized software development costs 38:¢ 373
Total deferred tax liabilities 50C 494
Net deferred taxe $ - $ —

At December 31, 2011, the Company has net operddsgycarryforwards (NOLs) of $4.3 million, relatamthe PIA Acquisition available to redt
future federal taxable income. Section 382 of Ititernal Revenue Code restricts the annual utibmadf the NOLs incurred prior to a change
ownership. Such a change in ownership had occumr&€99. The Company may utilize $657,500 of th& ROLs per year through the year 2018.

In addition, the Company incurred NOLs relatedt$aprior year losses totaling $8.8 million of which

$0.7 expires in 2024,
$0.7 expires in 2025,
$3.6 expires in 2026,
$2.9 expires in 2027,
$0.7 expires in 2028, and
$0.2 expires in 2029.

As a result of losses, a challenging market andldok of certainty of continued profitability in 2@, the Company has established a valu
allowance of approximately $5.5 million againsteteéd tax assets at December 31, 2011.
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5. Income Taxes (continued)

The Company does not provide currently for U.Soime taxes on the undistributed earnings of itsifaae foreign subsidiaries since, at the pre
time, management expects any earnings to be réet/asthe foreign subsidiaries and not distributeghon distribution of those earnings in the f
of dividends or otherwise, the Company would bgextdo U.S. income taxes, which could potentidiyoffset by foreign tax credits. Distributior
those earnings can also subject the Company ttedelaithholding taxes payable to various nérs. jurisdictions. Determination of the amoun
unrecognized deferred U.S. income tax liabilitpdd practicable because of the complexities asttiaith its hypothetical calculations.

ASC(-740-10prescribes detailed guidance for the financialkst&nt recognition, measurement and disclosure cgrtain tax positions recognized in
enterprise's financial statements in accordande A8C-740-10 . Tax positions must meet a moreyikbehnnot recognition threshold at the effec
date to be recognized upon the adoption of ASCI@land in subsequent periods. ASC-740sléffective for fiscal years beginning after Deden
15, 2006 and the provisions of ASC-740-10 will pplaed to all tax positions upon initial adoptiohtbe Interpretation.

The Company adopted provisionsA$C-740-10, Accounting for Uncertainty in Incomeds on January 1, 20Q7A reconciliation of the beginnii
and ending amount of unrecognized tax benefits kows (in thousands):

Year Ended December 31,

2011 2010
Beginning Balance $ 43 $ 11¢
Additions for tax positions of prior years 22 33
Reductions for tax positions of prior years — (109)
Ending Balance $ 65 $ 43

ASC-740-10requires that interest and penalties that the aaxrequires to be paid on the underpayment of takesld be accrued on the differe
between the amount claimed or expected to be cthonethe return and the tax benefit recognizedhénfinancial statements. The Company's poli
to record this interest and penalties as addititmakxpense.

SPAR and its subsidiaries file numerous consolitlatembined and separate company income tax returthe U.S. Federal jurisdiction and in m
U.S. state and foreign jurisdictions. With few epiiens, SPAR is subject to U.S. Federal, statelacal income tax examinations for the years :
through the present. However, tax authorities tiheeability to review years prior to the positi@akén by the Company to the extent that SPAR utl
tax attributes carried forward from those priorngea

In management's view, the Company's tax reservBgegmber 31, 2011, totaling $65,000 for potemtchestic state tax liabilities were sufficien
meet the requirements &5C-740-1Q The Company has evaluated the tax liabilitiegsofnternational subsidiaries and does not beleveserve
necessary at this time.

Details of the Company's tax reserves at Decembe2@L1, are outlined in the table below (in thows):

Total Tax
Taxes Interest Penalty Liability
Domestic
State $ 55 $ 5 % 5 % 65
Federal - - - -
International = = = =
Total reserve $ 55 $ 5 $ 5 $ 65
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6. Commitments and Contingencies
Lease Commitment
The Company leases equipment and certain officeespaseveral cities, under noancelable operating lease agreements. Certaiasleaguire tr
Company to pay its share of any increases in opgraxpenses and real estate taxes. Rent expersappeoximately $602,000 and $637,00C

2011, and 2010, respectively. Equipment lease esgeras approximately $143,000 and $122,000 for 28dd 2010, respectively. At December
2011, future minimum commitments under all non-edaole operating lease arrangements are as fo(lovisousands):

Year Amount

2012 $ 931
2013 562
2014 423
2015 397
2016 247
Total $ 2,56(

International Commitments

The Companyg international model is to join forces with logaestors experienced with merchandising servicescmbine their knowledge of th
local markets with the Comparsyproprietary software and expertise in the merdisimg and marketing business. In 2001, the Compestgblished i
first international subsidiary and has continudd #trategy. As of this filing, the Company is amtly operating in Japan, Canada, South Africaial,
Romania, China, Australia, Mexico and Turkey thio@gactive international subsidiaries.

Certain of these international subsidiaries aregimatly profitable while others are operating dbss. None of these entities have excess cashves
In the event of continued losses, SGRP may fimedessary to provide additional cash infusions tiise subsidiaries.

Legal Matters

Longstanding litigation with Safeway Inc. ("Safewpgoncluded in August 2010. On October 24, 2004fe®ay filed a complaint against F
Merchandising Co., Inc. ("PIA Co."), a wholly-ownsdbsidiary of SPAR Group, Inc. ("SGRP"), Pivotales Company ("Pivotal"), a whollgwnec
subsidiary of PIA Co., and SGRP in Alameda Cou@slifornia) Superior Court, case no. 2001028498fe®ay’s claims, as subsequently amen
alleged causes of action for breach of contracttamech of implied contract. PIA Co. and Pivotédicrosselaims against Safeway, including cat
of action for breach of contract and interferendth vwconomic relationships. The case proceededaiobly jury. On May 26, 2006, the jury returne
verdict that awarded certain damages on differtnins to PIA Co. and Pivotal and awarded certaimalges to Safeway, resulting in a net awal
$1,307,700 to Pivotal. Judgment was entered inrfat®ivotal and against Safeway on August 14, 26@6%1,307,700. A subsequent order awa
Pivotal certain court costs totaling $33,725.

Thereafter, both sides filed appeals. On May 271,02@he California Court of Appeal issued a decisaifirming the judgment in full. All appelle
proceedings concluded on July 28, 2010. On Augug010, Safeway tendered, and the Company accqmgthent of $1,888,000 in full paymen
the judgment.

In addition to the above, the Company is a partyagous other legal actions and administrativecpealings arising in the normal course of busi
In the opinion of Compang’management, disposition of these other mattersairanticipated to have a material adverse effle¢dhe Company or i
estimated or desired assets, business, capitdh, ftas, credit, expenses, financial condition, ine® liabilities, liquidity, locations, marketir
operations, prospects, sales, strategies, taxatiother achievement, results or condition.

F-18




SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
7. Treasury Stock

The Company initiated a share repurchase prograg®®2, which allowed for repurchase of up to 100,8Bares. In 2003, the Board of Direc
authorized the repurchase of an additional 122gb@@es increasing the total to 222,000 shares.

In 2011, the Company transferred the treasury shatéince of 254 shares to the Comparigmployee Stock Purchase Plan account to suppe
Plans fulfilment requirements for 2011.

8. Preferred Stock

SGRP's certificate of incorporation also authorite® issue 3,000,000 shares of preferred stodk wipar value of $0.01 per share (the "S
Preferred Stock"), which may have such prefererases priorities over the SGRP Common Stock and otiggits, powers and privileges as
Company's Board of Directors may establish inigsmrttion from time to time. The Company has @datnd authorized the issuance of a maximt
3,000,000 shares of Series A Preferred Stock potsteaSGRP's Certificate of Designation of Serid8 Preferred Stock (the "SGRP Serie:
Preferred Stock"), which have dividend and liquiclatpreferences, have a cumulative dividend of @6 year, are redeemable at the Comp
option and are convertible at the holder's optemd(without further consideration) on a oneste basis into SGRP Common Stock. The numt
shares authorized by such certificate of incorponaand designation was, however, reduced to 25985shares of remaining authorized prefe
stock by the conversions described in the nextgrapn and could be further reduced by amendmergdemption to facilitate the creation of any o
SGRP Preferred Series. At December 31, 2011, neslod SGRP Series A Preferred Stock were issuddatstanding.

On December 31, 2010, there were 338,801 sharasiaif Series A Preferred Stock owned by a 8&RP retirement plan whose trustee is
beneficiaries include Robert G. Brown (who is afeonder, director, executive officer and signifitamareholder of SGRP), and 215,601 shar
such Series A Preferred Stock owned by a non-S@RRment plan whose trustee is and beneficiarieside William H. Bartels (who also is a co-
founder, director, executive officer and signifitahareholder of SGRP), which shares collectivelystituted all of the outstanding shares of Seki
Preferred Stock. Those shares were originally jaseti pursuant to subscription agreements on MdrcB(®8, and September 24, 2008, at the cl
Nasdaq bid price of SGRP Common Stock for the mliagetrading day, which was $1.12 per share for\laech purchases and $0.86 per share fc
September purchases. The offer and sale of sueflerRed Stock was not registered under the Seesirfict or other securities laws, as they we
nonpublic offer and sale made in reliance upon (amotier things) Section 4 (2) of the Securities Aebr more information respecting th
purchases see “Note 10 to the Consolidated FinbBtatements — Related Party Transactions”, below.

On or before March 10, 2011, Mr. Brown and Mr. Bégt as trustees of those plans, each had requéstietheir plan's preferred shares be conv
into SGRP Common Stock in accordance with its ternsl in order to facilitate conversion of thosarels by payment of all accrued and un
dividends, on March 10, 2011, SGRP's Board of Minesc(i) fixed March 10, 2011, as the applicableord date for determination of the holders of
SGRP Series A Preferred Stock eligible to receiwdhglividends, (ii) declared a dividend on such 8Grries A Preferred Stock equal to the acc
and unpaid dividends thereon, payable in shar&&GRP Common Stock valued at their market value3@per share) on such record date, anc
authorized the issuance of the shares of SGRP Con8tack necessary to effect such conversion (524shares) and accrued dividend payr
(54,584 shares) in consideration of the preferfetes surrendered and the accrued dividends thealsfied. As a result of such conversions
stock dividends, on March 11, 2011, Mr. Brown'snglaeceived 372,158 shares of SGRP Common Sto¢R5BZhares of which were for accr
dividends) and Mr. Bartels' plan received 236,828&es of SGRP Common Stock (21,227 shares of whéck for accrued dividends).

9. Employee Benefits
Stock Purchase Plan
The Company has Employee and Consultant Stock BsecRlans (the “SP PlansThe SP Plans allow employees and consultants dCtimepany t
purchase common stock without having to pay anyro@sions on the purchases. On August 8, 2002, drepa@nys Board of Directors approvel
15% discount for employee purchases and recommethddts affiliates (See Note 10 — Relatearty Transactions) approve a 15% cash bont
affiliate consultant purchases. The maximum amdhedt any employee or consultant can contributé¢oSP Plans per quarter is $6,250, and the

number of shares reserved by the Company for psechader the SP Plans is 500,000.

Shares purchased by employees and consultants threl&P Plans were 26,172 and 16,763 for 2011,2840, respectively. As of December
2011, 115,735 shares remain outstanding underRhel&h.
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9. Employee Benefits (continued)
The Company’s expense resulting from the 15% discoffered to employees and consultants was imiafer all years presented.
Retirement/Pension Plan

The Company has a 401(k) Profit Sharing Plan cagesubstantially all eligible employees. The Conyparade a contribution of $57,000 in the fol
guarter of 2011. No contributions were made in01

10. Related-Party Transactions

SGRP's policy respecting approval of transactioitls related persons, promoters and control persnosntained in the SPAR Group Code of Ett
Conduct for its Directors, Senior Executives andplfiyees Dated (as of) May 1, 2004 (the "Ethics CpdArticle V of the Ethics Code genere
prohibits each "Covered Person” (including SGRHlsers and directors) from engaging in any busénastivity that conflicts with his or her duties
the Company, and directs each "Covered Person/did any activity or interest that is inconsistevith the best interests of the SPAR Group, in:
case except for any "Approved Activity" (as suchnte are defined in the Ethics Code). Examplesi@ftions include (among other things) ha
any ownership interest in, acting as a directoofficer of or otherwise personally benefiting frobusiness with any customer or vendor of
Company other than pursuant to any Approved Agtivkpproved Activities include (among other thizgsiything disclosed to and approved by
Board, the Governance Committee or the Audit Cotemjtas the case may be, as well as the ownelsbapd and executive positions held by ce
executive officers in SMS and SMSI (as defined dedcribed below). The Company's senior managemegenerally responsible for monitor
compliance with the Ethics Code and establishind) rmaintaining compliance systems, including cotifiig relationships and transactions, subje
the review and oversight of SGRP's Governance Cttenas provided in clause IV.11 of the Governa@barter, and its Audit Committee
provided in clause 1.2(I) of the Audit Charter. TBevernance Committee and Audit Committee eachisbsslely of independent outside directors.

SGRP5 Audit Committee periodically reviews and has appd all of the related party relationships aneigegtions described below, as require
and in accordance with its Charter and the Compadgte of Ethical Conduct, NASDAQ rules and apbliedaw, the Audit Committee reviews e
material related party transaction for its ovefaitness to the Company, both initially and periadly (often annually), which review includes (woth
limitation) the costs and benefits to the Compahg, other terms of the transactions, the affiliatedtionship of the parties, and whether the di
economic and other terms are (or continue to bdes® favorable to the Company than would be tise géth an unrelated provider of substant
similar services.

Mr. Robert G. Brown, a Director, the Chairman armdaor stockholder of SGRP, and Mr. William H. Bdst a Director and the Vice Chairman of
Company and a major stockholder of SGRP, are execafficers and the sole stockholders and directdrSPAR Marketing Services, Inc. (“SM$S”
SPAR Management Services, Inc. (“SMSI”), and SPARTech, Inc. (“SIT”).

SMS and SMSI provided approximately 98% of the dstinemerchandising specialist field force used ly €Company for both the twelve mor
ended December 31, 2011 and 2010, and approxim@88y and 92% of the domestic field management isethe Company at a total cosi
approximately $22 million and $20 million for thevelve months ended December 31, 2011 and 2010gctsply. Pursuant to the terms of
Amended and Restated Field Service Agreement detenf January 1, 2004, as amended (the "Field &nAgreement”), In 2011, the Comp
received merchandising services from SMS through ube of approximately 7,300 field merchandisingcsdists. Pursuant to the terms of
Amended and Restated Field Management Agreemeed det of January 1, 2004, in 2011, the Companyvextenanagement services from Sl
through the use of 54 futime national, regional and district managers. those services, the Company has agreed to reiml8MS and SMSI f
their total costs of providing those services aadpay SMS and SMSI each a premium equal to 4% eif ttespective total costs (the "F
Compensation"). Those costs include all field exges of SMS, all payroll and employment tax expgnsk SMSI and all legal and otl
administrative expenses paid by either of thenhe Total Plus Compensation earned by SMS and SiiIS$drvices rendered was approxime
$836,000 and $778,000 for the twelve months endeceMber 31, 2011 and 2010, respectively. The Coynpbso provides certain administral
services directly to SMS and SMSI, without charfge,accounting, human resource and legal servigbigh the Company believes is more efficiel
paid directly, and would otherwise have been subfeccost plus reimbursement. The value of theswiges was approximately $390,000
$340,000 for the twelve months ended December @11 2nd 2010, respectively.
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10. Related-Party Transactions (continued)

The Company continues to purchase services from 8MSSMSI because it believes the terms it recdiges them are at least as favorable tc
Company as it could obtain from naffiliated providers of similar services. The Camnp believes it is the largest and most importarstamer ¢
SMS and SMSI (and from time to time may be theily@ustomer), and accordingly the Company is ablaegotiate better terms, receives n
personal and responsive service and is more liteeleceive credits and other financial accommodatifsom its affiliates than the Company cc
reasonably expect to receive from an unrelatedaeprovider who has significant other customerd basiness. The Company periodically eng
an outside firm to conduct a survey of fees andsraharged by comparable national labor sourcingsfio serve as a comparison to the rates ch
by such affiliates, and expects to repeat thatesuduring 2012. The most recent such survey shdhatdhe rates negotiated with the Affiliates i
fact slightly less than those charged by unrelattors providing similar services. The Compaoyst of revenue would have increased by at
$650,000 and $600,000 for the twelve months endede®ber 31, 2011 and 2010, respectively, if the @y would have instead used
unaffiliated entity to provide comparable servieeshe surveyed rates. All affiliate contracts mdewed and approved by SGRP's Audit Comm
as described below.

The Company has been advised that Messrs. BrownBanmigls are not paid any salaries as officers MiSSor SMSI so there were no sal
reimbursements for them included in such costgempm. However, since SMS and SMSI are “Subchateorporations and are owned by Mes
Brown and Bartels, all income from SMS and SMSdliscated to them.

In July 2008, the Company, through SPAR MarketimgcE, Inc. (“SMF”),entered into a new Master Lease Agreement with SM8,in July an
September of 2008 entered into new separate opgrddiases with SMS pursuant to Equipment Leasinged@des under that Master Le
Agreement. Each operating lease had a 36 monthaed representations, covenants and defaultsmasgdor the leasing industry. The leases ar
handheld computers to be used by field mercharlisethe performance of various merchandising aatketing services in the United States
have a total monthly payment of $11,067. These helddcomputers had an original purchase price 6f.#88. The monthly payments were b
upon a lease factor of 3.1%. As of September 20Eke lease agreements expired and were paidl.induaddition, SMS has granted SMF contin
use of the equipment at no additional charge tarensontinued compliance with the Field Servicesegnent noted above. The Company estir
that the value of the handheld computers is apprately $2,000 to $4,000 per month.

The following transactions occurred between the gamy and the above affiliates (in thousands):

Year Ended December 31,

2011 2010
Services provided by affiliates:
Field merchandiser services (SMS) $ 17,55 $ 16,05
Field management services (SMSI) $ 4,28: $ 4,11C
Handheld computer leases (SMS) $ 77 $ 132
Total services provided by affiliates $ 21,91t $ 20,29
Accrued expenses due to affiliates (in thousands): December 31,
2011 2010
Total accrued expenses due to affiliates $ 1,09 $ 1,57¢

F-21




SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
10. Related-Party Transactions (continued)

In July 1999, SMF, SMS and SIT entered into a peigdesoftware ownership agreement providing thahgzarty independently owned an undivi
share of and had the right to unilaterally licersel exploit their "Business Manager" Internet jahesluling software (which had been joil
developed by such parties), and all related impr@ms, revisions, developments and documentat@n fime to time voluntarily made or procu
by any of them at its own expense. In addition, RPRademarks, Inc. ("STM"), SMS and SIT entered iséparate perpetual trademark licen
agreements whereby STM has granted non-excluspagtyefree licenses to SIT and SMS (and through therhed tommonly controlled subsidiar
and affiliates by sublicenses, including SMSI) fioeir continued use of the name "SPAR" and cemétirer trademarks and related rights of STI
wholly owned subsidiary of SGRP. SMS and SMSI jeservices to the Company, as described abodeSanhno longer provides services to
Company and does not compete with the Company.

Through arrangements with the Company, SMS and Sd48Icipate in various benefit plans, insurancécpes and similar group purchases by
Company, for which the Company charges them tHkeicable shares of the costs of those group itemdstlae actual costs of all items paid specific
for them. All such transactions between the Compang the above affiliates are paid and/or colledtgdhe Company in the normal course
business. As an accommodation, the Company atsodes certain accounting, human resource andairadministrative services to SIT and ce!
other affiliates of Robert G. Brown and William Bartels, at an incremental cost to the Company 1&,&0 for both the twelve months en
December 31, 2011, and 2010, respectively.

In addition to the above, SMSI purchases insurameerage for worker compensation, casualty angegstg insurance risk for itself, SMS and
Company from Affinity Insurance, Ltd. (“Affinity”).SMSI owns minority (less than 1%) equity interestAiffinity, and Mr. Robert G. Brown is
director of Affinity. The Affinity insurance premins for such coverage are ultimately charged to ISN®IS and the Company based on
proportion of their respective insurable interests.

On December 31, 2010, there were 338,801 shar&&G&P's Series A Preferred Stock owned by a3@BRP retirement plan whose trustee is
beneficiaries include Robert G. Brown (who is afaonder, director, executive officer and signifitahareholder of SGRP), and there were 21t
shares of SGRP's Series A Preferred Stock ownel iiynSGRP retirement plan whose trustee is and beneéisiinclude William H. Bartels (wt
also is a cdeunder, director, executive officer and signifitahareholder of SGRP), which shares collectivelystituted all of the outstanding shz
of Series A Preferred Stock issued by SGRP. Thhaees were originally purchased pursuant to suttsmni agreements on March 31, 2008,
September 24, 2008, at the closing Nasdaq bid pfi&GRP's Common Stock for the preceding tradieng @hich was $1.12 per share for the M
purchases and $0.86 per share for the Septembehgaes. Each share of SGRP's Series A Preferosit 8buld be converted into one shar
SGRP's Common Stock (at the rate of one to oné¢headption of the holder and without further calesation, and accumulated dividends at the re
ten percent per annum. SGRP's Audit Committee Bomtd of Directors each reviewed and unanimouslyr@ged this transaction, including

pricing, conversion and other terms of the PreteBeock and the affiliated relationship of the et The offer, sale and conversion of such Pret
Stock were not registered under the SecuritiesoAcither securities laws, as they were a pohlic offer and sale made in reliance upon (amathg!
things) Section 4 (2) of the Securities Act.

On or before March 10, 2011, Mr. Brown and Mr. Bt as trustees of those plans, each had requésietheir plan's preferred shares be conv
into SGRPS Common Stock in accordance with its terms, andriter to facilitate conversion of those sharepayment of all accrued and ung
dividends, on March 10, 2011, SGRP's Board of Dimec(i) fixed March 10, 2011, as the applicableord date for determination of the holders of
SGRP’s Series A Preferred Stock eligible to recaiveh dividends, (ii) declared a dividend on suGR®’s Series A Preferred Stock equal to
accrued and unpaid dividends thereon, payableareshof SGRB Common Stock valued at their market value ($p&4share) on such record d
and (iii) authorized the issuance of the shareS®RP5 Common Stock necessary to effect such conve(5B4,402 shares) and accrued divic
payment (54,584 shares) in consideration of thdemexl shares surrendered and the accrued dividévedeby satisfied. As a result of s
conversions and stock dividends, on March 11, 20641 Brown's plans received 372,158 shares of SGRRmMmon Stock (33,357 shares of w
were for accrued dividends) and Mr. Bartels' planeived 236,828 shares of SGRREommon Stock (21,227 shares of which were forusc
dividends).

In the event of any material dispute in the businedationships between the Company and SMS, SMS3|T, it is possible that Messrs. Browr

Bartels may have one or more conflicts of interggh respect to these relationships and such dispatld have a material adverse effect or
Company.

F-22




SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
11. Stock Based Compensation

SGRP currently has five stock option plans: the&8tock Compensation Plan ("2008 Plan"), the 28@@k Option Plan ("2000 Plan"), the Spe
Purpose Stock Option Plan ("Special Purpose Plam)Amended and Restated 1995 Stock Option PESBE Plan”) and the Directors Plan.

On May 29, 2008, SGRP's stockholders approved dogdted the 2008 Plan as the successor to the 2800tRe 1995 Plan and the Direc®Plal
with respect to all new options issued. The 20@®Rirovides for the granting of either incentivenenqualified stock options, restricted st
restricted stock units, stock appreciation rightsl ather stock based awards to specified employsmssultants, and directors of the Comp
although to date SGRP has not issued any pernedsitvh of award other than stock options. Purstmtite 2008 Plan, no more than 5,600,000 s
of SGRP's common stock in the aggregate ("Maximwwve@d Shares") may be covered by options or ativards issued from time to time under
2008 Plan on or after May 29, 2009 ("New Awardst)to the extent still outstanding on May 29, 2088ued at any time under the 2000 Plan or
Plan ("Continuing Awards"). Shares covered by Né&wards or Continuing Awards that expire, lapsemieate, are forfeited, become void
otherwise cease to exist (other than as a reseltefcise) are added back to the Maximum CoveredeShand become available for new grants, \
those shares covered by exercised New Awards ofir@imy Awards are not added back and accordinffscgvely reduce the Maximum Covel
Shares under the 2008 Plan. The options have amaxterm of ten years, except in the case of iticerstock options granted to greater than
stockholders (whose terms are limited to a maxino@ifive years), and SGRP has generally issued ppti@ving maximum terms.

On December 4, 2000, SGRP adopted the 2000 Plgne asiccessor to the 1995 Plan and the DirecRIgin with respect to all new options issued.
2000 Plan provides for the granting of either iribenor nonqualified stock options to specified éoyees, consultants, and directors of the Com
for the purchase of up to 3,600,000 (less thosegpistill outstanding under the 1995 Plan or egertafter December 4, 2000 under the 1995 f
The options generally had a term of ten years, xbtat incentive stock options granted to gretitan 10% stockholders generally had five year te
The exercise price of nonqualified stock optionsstriie equal to at least 85% of the fair market ealfiSGRPS common stock at the date of g
(although typically the options are issued at 1@fi%he fair market value), and the exercise priceoentive stock options must be equal to at Ié&ae
fair market value of SGRP’s common stock at the détgrant.

On July 8, 1999, in connection with the merger, $G#stablished the Special Purpose Plan of PIA Mertising Services, Inc. to provide for
issuance of substitute options to the holders ¢dtanding options granted by SPAR Acquisition, Ifbere were options to purchase 134,114 s
granted at $0.01 per share under this plan. Simge8) 1999, SGRP has not granted any new optiadsthis plan.

The 1995 Plan provided for the granting of eith@rentive or nonqualified stock options to specé#imployees, consultants, and directors o
Company for the purchase of up to 3,500,000 shafr&&RPS common stock. The options had a term of ten yfeans the date of issuance, excey
the case of incentive stock options granted totgredan 10% stockholders for which the term was fiears. The 1995 Plan was superseded
2008 Plan and the 2000 Plan with respect to all ogtions issued.

The Director’'s Plan was a stock option plan for 4eomployee directors and provided for the purchdsepoto 120,000 shares of SGRREommoil

stock. Since 2000, SGRP has not granted any nelnspnder this plan. The DirecterPlan has been replaced by the 2008 Plan anddo@ Plal
with respect to all new options issued.
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Summary of 2011 Plan Activities:

Outstanding Options

Beginning December 31,

Plan Balance Granted Exercised Cancelled 2011 Balance

2008 Plan 2,452,47. 395,75( (97,900 (15,700 2,734,62.
2000 Plan 229,16! - (14,72¢ (29,83) 184,60¢
Special Purpose Plan = = = = =
1995 Plan - - - - -
Director’s Plan = = = = =
Total 2,681,63! 395, 75( (112,626 (45,53)) 2,919,283

SGRP grants options to purchase shares of commek Esued by SGRP to its directors, officers, exyygés and certain employees of its affili
pursuant to its 2008 Stock Compensation Plan, aanded (the “2008 Plan”and has granted stock options under various predecelans th
continue to be outstanding. SGRP has the authtwritgsue other types of stotlased awards under the 2008 Plan, but to datedtadone so. Tt
Company accounts for its employee and affiliate leyg®e stock option expense as compensation experise Companys financial statements wh
the stock options are granted. Shbased compensation cost is measured on the grentidesed on the fair value of the award calculatetiat datt
and is recognized over the requisite service penddch generally is the options’ vesting perié@ir value is calculated using the Blaskhole
option pricing model. The options granted havera(L0) year life and vest over foyear periods at a rate of 25% per year, beginnmghe firs
anniversary of the date of grant.

Based upon the Black-Scholes calculation, shareeb@®mpensation expense related to employee anémployee stock option grants tote
$418,000 and $211,000 for the years ended DeceBiheR011 and 2010, respectively. The unamortizqetese as of December 31, 2011,
approximately $834,000 for outstanding stock optwants. The impact of the total shéy@sed compensation expense on basic/diluted earpi
share was $0.01 for both years ended Decembei031, @nhd 2010.

On March 10, 2011, SGRP's Compensation Committékodmed an award of 100,000 shares of restrict&RB common stock as additio
compensation to Gary S. Raymond, the Company'sf Eilxiecutive Officer and President. The restrictadres vest 20,000 shares a year over the
five (5) years, starting on March 10, 2012 and icwing through March 10, 2016, provided Mr. Raymarahtinues to be so employed by
Company on the applicable vesting date. If Mr. iRagd leaves such employment, he will lose his righteceive any unvested shares.
compensation expense related to these restrictastwill be amortized by the Company over the g year vesting period starting April
2011. The Company recorded a compensation exéi$35,100 for the period ended December 31, 2fat these restricted shares.

On May 27, 2011, 60,000 new stock option grantsewissued to an employee and renployee directors at an exercise price of $1.3#%ch
represents the fair market value of a share oCtpany’s common stock on May 27, 2011, as detethin accordance with the Compas 200t
Stock Compensation Plan. The estimated stock cosgpien expense is $73,000, which will be recoghiz¢ably over the four-year vesting period.

On August 4, 2011, 335,750 new stock option gramse issued to employees, officers, and certainl@yeps of its affiliate at an exercise price
$1.23, which represents the fair market value share of the Comparg’common stock on August 4, 2011, as determineataordance with tt
Company’s 2008 Stock Compensation Plan. The estanstock compensation expense is $395,000, whilktb&vrecognized ratably over the four-
year vesting period.
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The following table summarizes stock option acyivinder SGRP’s plans:

Weighted
Average
Shares Exercise Price
Options outstanding, January 1, 2010 2,385,231 $ 0.4¢
2010
Granted 42295( $ 0.9¢
Exercised (54,94 0.47
Canceled or expired (71,600 0.9C
Options outstanding, December 31, 2010 2,681,63' $ 0.5t
2011
Granted 395,75( $ 1.24
Exercised (112,62¢) 0.44
Canceled or expired (45,53) 0.8¢
Options outstanding, December 31, 2011 2,919,23. ¢ 0.64
Option price range at December 31, 2011 $0.40 to $4.65
2011 2010
Grant date weighted average fair value of opticasigd during the year $ 124 $ 0.9¢
The following table summarizes information abowicktoptions outstanding at December 31, 2011:
Options Outstanding Options Exercisable
Number Weighted Weighted Number
Outstanding at Average Average Exercisable at Weighted
Range of December 31, Remaining Exercise December 31, Average
Exercise Prices 2011 Contractual Life Price 2011 Exercise Price
Less than $1.01 2,463,14: 7.63 years $ 0.52 1,406,770 $ 0.5C
$1.01 - $2.00 451,83: 8.80 years 1.2t 55,20¢ 1.2¢
$2.01 - $4.00 4,00( 1.08 years 2.9¢ 4,00( 2.9¢
Greater than $4.00 25C 1.60 years 4.6 25C 4.6
Total 2,919,23. 1,466,23:

On March 10, 2010, in connection with an Investetaons Consulting agreement dated August 15, 288 Alliance Advisors LLC, the Board
Directors approved the issuance of 120,000 shdr&G&P common stock in return for a cash payme®0o0®1 per share and services rendere
Alliance Advisors LLC to the Company.

12. Geographic Data

The Company operates in the same single busingssesg (e.g., merchandising and marketing servicebpth its Domestic Merchandising Servi
Division and its International Merchandising Seeddivision. The Company uses those divisionsriprove its administration and operational
strategic focuses, and it tracks and reports ceftaancial information separately for each of thatvisions, as described in Iltem Business in ot
Annual Report, above. The Company measures thiorpence of its domestic and international divisioand subsidiaries using the si
metrics. The primary measurement utilized by manant is operating profits, historically the kegigator of longterm growth and profitability,
the Company is focused on reinvesting the opergiiodits of each of its international subsidiareck into its local markets in an effort to impr
market share and continued expansion efforts.f@#t below are summaries (in thousands) of the gamg's net revenues from its United St
subsidiaries (i.e., the Domestic Merchandising Bes/Division) and from its international (non-U.Subsidiaries (i.e., thaternational Merchandisit
Services Division), net revenue from certain inggional subsidiaries as a percent of consolidagdevenue, operating income (lo&s) the twelve
months ended December 31, 2011 and 2010, respgctwvel long lived assets by geographic area aeBéer, 2011 and 2010, respectively:
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Year Ended December 31,

2011 2010 % increase
Net revenues
United States $ 37,80¢ $ 36,56« 3%
International 35,71¢ 26,59( 34%
Total net revenues $ 73,52 $ 63,15¢ 16%

Year Ended December 31,

2011 2010
% of % of

consolidated consolidated
Net revenues Internation: net revenue net revenue
Australia $ 8,23: 11.2% $ 7,711 12.2%
Canada 6,467 8.8 7,21¢ 11.4
Mexico 4,64¢ 6.3 - -
South Africa 4,45¢ 6.1 2,29¢ 3.€
Japan 4,28( 5.8 4,08¢ 6.5
China 3,89( 5.3 1,40¢ 2.2
All Others 3,74% 5.1 3,861 6.1
Total international revenue $ 35,71t 48.€% $ 26,59( 42.(%

Year Ended December 31,

2011 2010
Operating income (loss):
United States $ 2,77t $ 3,04:
International 111 (212)
Total operating income $ 2,88t $ 2,831

Year Ended December 31

2011 2010
Long lived assets:
United States $ 2,16¢ $ 2,231
International 1,38¢ 657
Total long lived assets $ 3,65¢ $ 2,88¢

Purchase of Interest in Subsidiaries

On July 26, 2010, the Company announced the stingtwf a new subsidiary in China with a new logalestor, Shanghai Wedone Marke!
Consulting Co., Ltd. The new subsidiary has aomati market presence in China.

F-26




SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coathu
12. Geographic Data (continued)

The new subsidiary is called SPAR (Shanghai) MangetManagement Company Ltd and SPAR owns 51% arah@tai Wedone Marketi
Consulting owns 49% in accordance with the lawshef People's Republic of China. The new subsidiatyich started operations on Augus
2010,providing merchandising and related marketienyices to manufacturers and retailers througBbirta.

Shanghai Wedone Marketing Consulting was a compsghe marketing management company that provideshdorcommunication and ref
marketing management service in China. They womkigd more than 50 international brands such as @a, Unilever, Johnson & Johnson
Swatch, and several prominent Chinese brands subteag Niu Dairy, Guan Sheng Yuan and Dongj&a&- Their business covered all tier 1, 2 a
cities in China, which equal more than 150 citl@®tighout the country.

On September 27, 2010, the Company purchased tin@nimg 49% ownership in the Compasysubsidiary in India at a cost of $90,000 anduiry
2011 the Company then entered into an agreementKRIOGNOS Integrated Marketing Services Privateiteédy to sell 49% ownership in the In
subsidiary at a price of $90,000 and changed thsidiary’s name to SPAR KROGNOS Marketing Privaimited.

New International Subsidiary Organized

In July 2011, the Company’s subsidiary in ChinaARP(Shanghai) Marketing Management Company Ltd ABPShanghai”)entered into e
agreement with Beijing DSI Management Consultingn@any Ltd. (“DSI”), creating a new subsidiary irder to expand the Compasyoperation
throughout the People’s Republic of China. The sebsidiary called SPAR DSI Human Resource Comge8RAR DSI”), is owned 51% by SPA
Shanghai and 49% by DSI and became operationabueidber 2011.

In August 2011, the Company expanded its operatioridorth America by entering into an agreementwirupo TODOPROMO to create a r
subsidiary in Mexico. The new subsidiary is cal&AR TODOPROMO, SAPI, de CV., began operationSeptember 2011, and is owned 51%
SPAR and 49% by Grupo TODOPROMO (Grupo). The Camizatotal investment in Mexico is $702,000 which dstssof $2,000 in capital a
$700,000 paid to Grupo for intangible assets. $@D was paid in September 2011 and the balanpayiable in August 2012. The Company
recorded $400,000 as an intangible asset and $3D@®Hgoodwill.

The amounts of Grupo’s revenue and earnings iedun the Companyg’ consolidated income statement for the year eBéegmber 31, 2011 and
revenue and earnings of the combined entity hadd¢leisition date been January 1, 2011 and Jardy&010 are as follows (in thousands):

Revenue Net Income

Actual from September 1 to December 31, 2011 $ 4,64¢ $ (65)
2011 Supplemental pro forma from January 1 to Déegr8l, 2011 $ 83,90( $ 2,40(
2011 Adjusted supplemental pro forma from Januaxy Recember 31, 2011 $ 83,90( $ 2,50(
2010 Supplemental pro forma from January 1 to Déezrl, 2010 $ 76,600 $ 2,40(

2011 supplemental adjusted pro forma earnings aejtested to exclude $118,000 of acquisition-relatests incurred in 2011.

In August 2011, the Company entered into an agreemih two companies in Turkey (NDS TANITIM DASMANLIK HIZMETLERI and GIDA
TEKSTIL TURIZM PAZARLAMA TICARET LIMITED SIRKETI) to reestablish operations ihis market. The agreement established a
subsidiary, SPAR NDS, owned 51% by the Company 49% by the Turkish companies noted above. The sebsidiary began operations
November 2011. The Compe¢'s total investment in Turkey is approximately $8H).

The effects of the above transactions on the rminire attributed to the Company and transfers frioennoneontrolling interest are as follows
thousands):

Year Ended Year Ended
December 31, December 31,

2011 2010
Net income attributed to SPAR Group, | $ 2212 % 2,161
(Decrease)/increase in SPAR Group, Inc. Paid int&ldpr sale/purchase
of subsidiaries common stock (159) 90

Change from net income attributed to SPAR Group, &md transfer from/to non-
controlling interest $ 2,055 % 2,257




The purpose of the above schedule is to disclaseffiects of changes in the Company’s ownershgrést in its subsidiaries on the Company’s equity.
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The following table sets forth the computationdasic and diluted net income per share (in thousasdtept per share data):

Year Ended December 31,

2011 2010

Numerator:

Net income $ 2212 % 2,167
Denominator:

Shares used in basic net income per share catmulati 19,95¢ 19,20¢

Effect of diluted securities:

Stock options 1,36¢ 1,39:

Shares used in diluted net income per share céloosa 21,325 20,60:
Basic net income per common share: $ 0.11 $ 0.11
Diluted net income per common share: $ 0.1C $ 0.11

14. Acquisitions

In March 2010, the Company established a new Canasglibsidiary, SPAR Wings & Ink Company ("SWI") sifieally to expand its merchandisi
and marketing services throughout Canada. On Apri010, with the approval of SGRPdirectors, SWI acquired substantially all of thesines:
customer contracts, receivables, warkprogress, other assets and certain liabilitif2@78281 Ontario Limited, an Ontario merchandisay
marketing company doing business as Wings & Inle (8eller"). The Company, at closing, also hiretdssantially all of the Selles’ employee
including offering consulting contracts to the pials of the Seller.

In return for the purchase of such assets and ass$liabilities, at closing SWI compensated theeehrough 1) a cash payment of $500,000 Can
dollars (“CAD"), 2) issued a $75,000 CAD interest bearing promissotg payable over an 18 month period which has pe& in full and 3) place
$50,000 in escrow for a 12 month period which hesntreleased and 4) assumed $446,000 CAD of tiabili

The Company has completed its valuation of theviaiue and allocation for the assets acquired mfdities assumed and has recorded the follo
(in US dollars):

Accounts Receivable $ 644,00(
Equipment 2,00(
Customer contracts 426,00(

$ 107200

The Company is amortizing the customer contract$4@6,000 on a straight line basis over 5 yeatse fiet book value at December 31, 2011
$277,000. Amortization expense for the year eridlecember 31, 2011 was approximately $85,000. Tinei@ amortization amount of these contr
is expected to be approximately $85,000 for 201P428nd $22,000 in 2015.

SWI also agreed to pay an earn out to the pringiphthe Seller based on SWI achieving certainmmeegeand gross profit margin levels of the acqt

business for each of the next two 12 month peridtie. earn out was based on revenue and gross prafgins exceeding certain agreed upon
levels. The revenue and gross profit margin lewedee not met and therefore, the Company was mpiined to make the earn out payment.
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In 2011, the Company entered into merger agreentegtiseen several of its inactive subsidiaries ineffort to simplify the Companyg’ reporting
structure.

The following inactive subsidiaries were mergeaiSPAR Acquisition, Inc. (as the survivor):
 SPAR Marketing, Inc.
« PIA Merchandising Co., Inc.
* SPAR Incentive Marketing, Inc.

The following inactive subsidiary was merged inRAR Group International, Inc. (as the survivor):

« SPAR All Store Marketing Services, Inc.

In 2010, the Company entered into merger agreentegtiseen several of its inactive subsidiaries ineffort to simplify the Compangy’ reportiny
structure.

The following inactive subsidiaries were mergediBPAR All Store Marketing Services, Inc. (as thevvor):
« SPAR Technology Group, Inc.
« SPAR/PIA Retail Services, Inc.
« Retail Resources, Inc.
« Pivotal Field Services, Inc.
The following inactive subsidiary was merged intd RMerchandising Co., Inc. (as the survivor):
« Pivotal Sales Company
The following inactive subsidiaries were mergediBPAR Marketing Force, Inc. (as the survivor):
» SPAR/Burgoyne Retail Services, Inc.
+ SPAR, Inc.
» SPAR Marketing, Inc.
There is no expected tax or reporting impact exggefrtom the above mergers, as all such subsidiesges inactive.
16. Subsequent Event
In February 2012, the Company entered into an aggaeto purchase 51% ownership in Business ldeagider GRUP SRL, a Romanian limit

liability company in Bucharest, Romania (BIP) tlpmbvides merchandising and marketing services tittout the country. It is expected that
ownership change will be registered by the end afdl 2012 and the Company will begin consolidaiis@perations beginning April 1, 2012.
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Year ended December 31, 2011:

Deducted from asset accounts:
Allowance for doubtful accounts

Year ended December 31, 2010:

Deducted from asset accounts:
Allowance for doubtful accounts

SPAR Group, Inc. and Subsidiaries
Schedule Il — Valuation and Qualifying Accounts

(In thousands)

(Recovered
Balance at From)/Charged to
Beginning of Costs and Balance at End
Period Expenses Deductions® of Period
$ 14z (55) 31 57
$ 317 26E 43¢ 143

1) Uncollectible accounts written ofétrof recoveries
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THE
AMENDED AND RESTATED

BY-LAWS
of
SPAR Group, Inc.

A Delaware Corporation

As Adopted, Restated, Effective and Dated as of M&}8, 2004,
and
As Further Amended Through November 10, 2011

As Amended Through November 10, 2011 SPAR Group By-Laws
NewYork01 921370v:
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AMENDED AND RESTATED BY-LAWS
of
SPAR GROUP, INC.

As Adopted, Restated, Effective and Dated as of Mal8, 2004,
and
As Further Amended Through November 10, 2011

ARTICLE I.
CERTIFICATE, BY-LAWS, AGENT AND OFFICES

Section 1.01. Certificate lotorporation. SPAR Group, Inc., a Delaware corporation formerly known as
Merchandising Services, Inc. (the_" Corporatifnwas formed pursuant to a Certificate of Incogtion filed on November 29, 1995, with
Secretary of State of the State of Delaware (asdinge may have been and hereafter may be suppkanembdified, amended or restated from tirr
time in the manner provided therein and under Aflie Law, the " Certificat®.

Section 1.02. Bwws and Restatement; Conformed Version Includds Adendments Through November
2011 . The Corporation, through the action of its BoafdDirectors (the " _Board), has adopted these amended and restatddwsyfor the
Corporation (as the same may have been and herestiebe supplemented, modified, amended, restateeplaced from time to time in the mar
provided herein, these " Byaws"), dated and effective as of May 18, 2004 (thee5Rtement Dat§. These Bytaws, the Audit Committee Chart
the Compensation Committee Charter and the Goveen@ommittee Charter together amend, restate amgletely replace all previous bdgws ani
committee charters of the Corporation, effectivefihe Restatement Date. This is a conformedimersf the ByLaws that includes all amendme
adopted by the action of the Board after the Restaht Date through November 10, 2011.

Section 1.03. Registered AgernThe registered agent of the Corporation shalag set forth in the Certificate on
Restatement Date and as hereafter may be mad&erkwo changed from time to time by the Corporasioim the manner permitted by Applica
Law.

Section 1.04. Registered €ffi The registered office of the Corporation in 8tate of Delaware shall be located a
office of the registered agent of the Corporatiothie State of Delaware and may be changed by dlaedBor registered agent from time to time ir
manner permitted by Applicable Law.

Section 1.05. Chief Execut&fice . The chief executive office of the Corporatioralétbe located in Westches
County, New York, or in such other place as magé&signated from time to time by the Board or Chamm

Section 1.06. Other OfficeThe Corporation and its direct and indirect #libsies (together with the Corporati
collectively, the " SPAR Grou}) also may have such other offices at such otlergs, within or without the State of Delaware tat& of New York
as from time to time may have been (a) approvethéyBoard or (b) required by the business of thaRSBroup and approved by an Executive of
Corporation.

ARTICLE Il
MEETINGS OF SHAREHOLDERS

Section 2.01. Annual MeetingEhe annual meeting of the stockholders of thep@mation for the election of directc
and for the transaction of such other business@seply may come before such meeting shall be belduch date and at such time and place witt
without the State of Delaware as may be desigratdtie Board from time to time.
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Section 2.02. Special Mesdingpecial meetings of the stockholders for anypergurpose or purposes may be ci
at any time by the Board, the Chairman, the Vicaifhan or the Chief Executive Officer to be heldsmech date and at such time and place (with
without the State of Delaware) as the person csquey calling the meeting shall direct. A speciakting of the stockholders also may be called b
Secretary or any Assistant Secretary at the doedaf the Board, the Chairman, the Vice ChairmatherChief Executive Officer. A special mee’
of the stockholders shall be called promptly by @teirman, the Vice Chairman, the Chief Executiiéc®r or the Secretary whenever such off
receives Physical Delivery of the written requestduch a meeting from stockholders owning tmeth (25%) of the shares of the Corporation
issued and outstanding and entitled to vote onarsto be submitted to stockholders at the meethkigy such written request by the stockholdersl
state a proper purpose or purposes for the medtnghich other purposes may be added by the BolaedChairman, the Vice Chairman or the C
Executive Officer (or by the Secretary or Assist&eicretary at the direction of any of them) in sitting notice of the special meeting to
stockholders. At any special meeting, howeveredalbnly such business as is related to the purpoparposes set forth in the notice to stockh@
may be transacted.

Section 2.03. Notice of Megti Written notice of every meeting of stockholdstating the place, date and hour of
meeting shall be signed by the Chairman, the Vicaitnan, the Chief Executive Officer or the Seangtar by any other officer authorized to do st
the Board or these Blyaws. Such notice shall be given, either persgnblf Physical Delivery or (to the extent the réeifh has consented specifice
thereto as required by the DGCL) Electronic Deljyéo each stockholder of record entitled to vdtsuech meeting not less than ten (10) nor more
sixty (60) days before the meeting, except as utiser provided by Applicable Law. Notice of a sgéaneeting also shall state the purpos
purposes for which the meeting is called (which riveyjude the election of directors if so stated)l dhe person or persons calling the meetin
notice sent by Physical Delivery shall be diredied stockholder's address listed in the recordeefCorporation, which may be changed by a wi
notice to the Secretary of a new address. Notizs mot be given to any stockholder who submitgees waiver of notice, in person or by prc
either before or after the meeting. The attendafi@gny stockholder at a meeting, in person or toxy without protesting prior to the conclusior
the meeting the lack of notice of such meetingll slomstitute a waiver of notice by such stockholde

Section 2.04. Quorum and Marof Participation; Treasury Stock

(a) Except as otherwise provided by tleetiicate or Applicable Law: the presence at argeting, in person or by proxy,
the holders of record of a majority of the shahemntissued and outstanding and entitled to votk Ishanecessary and sufficient to constitute a gm
for the transaction of business; and a quorum ptestethe commencement of a meeting shall not bkeor by a subsequent withdrawal of one or 1
stockholders. For purposes of the foregoing, twmore classes or series of stock shall be coraidaisingle class if the holders thereof are entitt
vote together as a single class at the meeting.

(b) Any one or more stockholders may ipgrate in a meeting of the stockholders by medres telephone conference or ot
electronic communication allowing all persons maptiting in the meeting to hear each other. Hpdtion by such means shall constitute presen
person at a meeting.

(c) Shares of the capital stock of thep@oeation owned by the Corporation or any of iteedi or indirect subsidiaries shall
be entitled to vote and shall not be counted fargm purposes; providedhowever, thatthe foregoing shall not limit the right of the Corption o
any of its subsidiaries to vote any of the captatk of the Corporation held by it in any fidugiaapacity for any officer, employee or other uatet
person or the right of the Corporation to countissitares for quorum purposes.

Section 2.05. Adjournmentt the absence of a quorum, the stockholderdimgpla majority of the shares entitlec
vote and present at the time and place of any nggeti person or by proxy, or, if no stockholdetitted to vote is present in person or by proxyy
officer entitled to preside or act as secretarguath meeting, may adjourn the meeting from timgént@ without notice, other than the announceme
the meeting of the date, time and place of thewmdd meeting, until a quorum is present. Howeiehe adjournment is for more than thirty (
days, or if after the adjournment a new record datéxed for the adjourned meeting, a notice of #djourned meeting shall be given to ¢
stockholder of record entitled to vote at the nmegti

Section 2.06. Inspector¥he Board, in advance of any stockholders' mgetinay appoint one or more inspector
act at the meeting or any adjournment thereoindpectors are not so appointed, the person pngsigli a stockholders' meeting may, and ot
request of any stockholder entitled to vote theskall, appoint one or more inspectors. In cagep@nson appointed fails to appear or act, the vey
may be filled by appointment made by the Boardduasace of the meeting or at the meeting by theguepesiding thereat. Each inspector ¢
execute faithfully the duties of inspector at suodeting with strict impartiality and according teetbest of his ability, and if requested to do sioix
entering upon the discharge of his duties, eagbeictor shall give or sign an oath to do so. Ipewors have been designated, the inspectors tfwerk
are no inspectors, the secretary of the meetirgf) datermine the number of shares outstandingtlaadoting power of each, the shares represen
the meeting, the existence of a quorum and theliyaland effect of proxies, and the inspectors Istedeive votes, ballots or consents, hear
determine all challenges and questions arisingpimection with the right to vote, count and tabeilall votes, ballots or consents, determine thelt;
and do such other things as are proper to contaatlection or vote with fairness to all stockhatdeOn request of the person presiding at theing
or any stockholder entitled to vote thereat, thepattors shall make a report in writing of any Erge, question or matter determined by therr
execute a certificate of any fact found by thermy Aeport or certificate made by them shall_be priatie evidence of the facts stated and of the
as certified by them.
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Section 2.07. Votingexcept as otherwise provided by the Certificatépplicable Law: (a) each stockholder shal
entitled to one vote for each share of the Corpamat stock entitled to vote on the matter regexten his name on the books of the Corporatiorhe
applicable record date, as determined in accordasitbeSection 8.01 of these Byaws; and (b) at any meeting of stockholders atcivla quorum |
present, (i) directors shall be chosen by a pliyrali the votes cast, (ii) directors may be remokgdhe votes of a majority of the shares thentlentic
vote for directors, and (iii) all other question®ight before the stockholders shall be determined majority of the votes cast. For purposeshe
foregoing, two or more classes or series of stbehl e considered a single class if the holdesseibf are entitled to vote together as a singlssca
the meeting.

Section 2.08. Proxies

(a) Any stockholder entitled to vote mayte by proxy, providethatthe instrument authorizing such proxy to act isedain:
has been signed by the stockholder or by his duthaized attorney, officer, director, employeeagent, who may affix such signature by
reasonable means (including facsimile). A proxgceot be sealed, witnessed or acknowledged. Aypsball expire six months after it is cree
unless it is coupled with an interest or it exphegsovides for a longer period (which in any evemiy not exceed seven years from the date
creation). A proxy shall be presumed to be revisainless it expressly provides otherwise. Proxmesy be delivered to the Secretary before
meeting begins or to the secretary of the meetirtheinspectors of election at the meeting.

(b) A duly executed proxy may be madeviocable by an express statement to that effeahd,only so long as, it is coup
with an interest sufficient under Applicable Lawdopport an irrevocable power. A proxy may be magwocable regardless of whether the inte
with which it is coupled is an interest in the $&tdtself or an interest in the Corporation gengrall

(c) A stockholder may authorize anotherspn or persons to act for him as proxy by tratisgi or authorizing tr
transmission of, an email, fax, tested telex, caelegram or other reliable electronic transmisgip to the person who will be the holder of thexy,
or (i) to a firm that solicits proxies or similaagent who is authorized by the person who will be holder of the proxy to receive
transmission. Any such email, fax, tested tel@ble, telegram or other reliable electronic trassmin must either set forth or be submitted
information from which it can be determined thatlsemail, fax, tested telex, cable, telegram oepthkliable electronic transmission was authol
by the stockholder. If it is determined that thead, fax, tested telex, cable, telegram or ottediable electronic transmission is valid, the pet
appointed by the Corporation to count the votestotkholders and determine the validity of proxésl ballots or other persons making tt
determinations must specify the information uporichithey relied.

Section 2.09. Action by Wiit Consent Any action required or permitted to be takenthg stockholders may
taken without any meeting, vote or notice if authed (whether before or after such action) in attemi consent or consents signed by t
stockholders entitled to vote on such action hagufficient shares to have authorized it in a ditdpvened meeting at which all stockholders ent
to vote were present and voted. Notice of anyoacto authorized shall be given promptly to angldtolder not signing any such consent, but fa
to give that notice shall not affect the validifitbe consent. Written consents of the stockhaldéall be filed with the minutes of the Corporatio

Section 2.10. List of Shareleos. At least ten days before every meeting of stotddrs, the officer in charge of 1
Corporation's stock ledger shall prepare and mek&ause to be prepared and made, a completeflet of the stockholders of the Corporat
entitled to vote at the meeting, which list shaldrranged in alphabetical order and show eacklsditer's address and the number of shares regg
in the name of each stockholder; providdtwever, thatif there have been no changes in the stockholdemrscord since the last list was prepare
new list need not be prepared. This list shalbpened to the examination of any stockholder for purpose germane to the meeting, and shi
made available by the Corporation during normalifess hours, for a period of at least ten daysrpadhe meeting, either at the place where
meeting is to be held or any other place designatiguin the city where the meeting is to be heldttmay have been designated in the noti
stockholders. This list also shall be produced aradle available throughout the meeting of stoclkdmsldand may be inspected by any stockh
present. No such list need be prepared if therstio be taken at an annual meeting instead prewegd by the written consent of the stockholders.
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Section 2.11. Stockholderpg@sals and Nominations|f and for so long as any shares of capital ksiesued by th
Corporation are listed for trading on any secwsigchange or registered under Section 12 of tearlies Exchange Act of 1934, as amended
following provisions shall apply:

(a) At an Annual Meeting, only such besis shall be conducted, only such nominees foctdirshall be considered, and ¢
such proposals shall be acted upon, as shall hes firought before the Annual Meeting: (i) by atogkholder of the Corporation (acting in his or
capacity as stockholder) who complies with thea®firocedures set forth in this Section 2.11 o$e¢hBylaws; or (ii) by, or at the direction of, 1
Board.

(b) For any business, nominee or proptiséle properly brought before an Annual Meetingabstockholder (acting in his
her capacity as stockholder), such stockholder niaste given timely written notice thereof by Phgsidelivery to the Secretary of 1
Corporation. To be timely, a stockholder's noticest be delivered to, or received at, the princgadcutive offices of the Corporation not less
120 calendar days in advance of the date of thgpdation's proxy statement released to stockholeleconnection with the previous year's an
meeting of stockholders except that if no annuatting was held in the previous year or the datin@fannual meeting has been changed by mort
thirty (30) calendar days from the date contemplatethe time of the previous year's proxy statdireeproposal shall be received by the Corpored
reasonable time before the solicitation is made.

(c) A stockholder's notice to the Searethall set forth as to each matter the stockhghdeposes to bring before the Anr
Meeting (i) a brief description of the businessmireee or proposal desired to be brought beforétihual Meeting and the reasons for considerini
same at the Annual Meeting, (ii) the name and adras they appear on the Corporation's book$eastbckholder proposing such business an
other stockholders known by such stockholder tsuggporting such proposal, (iii) the class and nunaheshares of the Corporation's stock whick
beneficially owned by the stockholder on the ddtsuzh stockholder notice and by any other stoakdrsl known by such stockholder to be suppo
such proposal on the date of such stockholder eyotind (iv) any financial interest of such stockleol(or any affiliate or family member of st
stockholder), whether current or at any time witthia past three years, in such business, nominpeposal. In addition, if the notice is a nomioa
of a candidate for director, the stockholder's getalso must contain (A) the proposed nominee'senamd qualifications, including five ye
employment history with employer names and a dpson of the employer's business, whether suctviddal can read and understand basic fina
statements, and board memberships (if any), (Byelason for such recommendation, (C) the numbeshafes of stock of the Corporation that
beneficially owned by such nominee, (D) a desaipidf any business or other relationship, whetlerenit or at any time within the past three ye
between such nominee (or any affiliate or familynmber of such nominee) and either the Company, &itg directors or officers, its auditor, or any
its customers or vendors, and (E) a descriptioangffinancial or other relationship, whether cutrenat any time within the past three years, bet
the stockholder (or any affiliate or family memioéisuch stockholder) and such nominee (or anyia#ilor family member of such nominee).

(d) If the Governance Committee determiimeadvance of the Annual Meeting, or if it hag passed on the proposal, if
presiding officer of the Annual Meeting determirsshe Annual Meeting, that a stockholder propegat not made in accordance with the tern
this Section 2.11, such officer shall so declartatAnnual Meeting and any such proposal shalbeadcted upon at the Annual Meeting.

(e) This Section 2.11 shall not prevdrg tonsideration and approval or disapproval atAhaual Meeting of reports
officers, Directors and Committees of the Boar@duwy other matter that comes before the meeting thérconsent of the Board, but, in connection
any such report on a stockholder's proposal, nmbsss shall be acted upon at such Annual Meetihegarstated, filed and received as herein prov
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ARTICLE IIl.
BOARD

Section 3.01. NumbeThe number of directors that shall constituewhole Board shall be fixed from time to time
resolution of the Board or stockholders (any swedolution of either the Board or stockholders beingject to any later resolution of either of thg
but in no event shall the number of directors Iss khan one or more than fifteen.

Section 3.02. Powefro the extent not inconsistent with the Cerife; these By-aws or Applicable Law, the Boe
may adopt such policies, rules and regulationgHerconduct of its meetings, the exercise of itwgrs and the management of the business «
Corporation as it may deem necessary or desirdbladdition, the Board may exercise all powershef Corporation and carry out all lawful acts
required to be exercised or done by the stockhsldeder the Certificate, these By-Laws or Applieabhw.

Section 3.03. Term of Offic&ach director (whether elected at an annualinggédb fill a vacancy or otherwise) st
continue in office until his successor shall haeerduly elected and qualified or until his eartleath, resignation or removal in the manner pres
in these By-Laws or Applicable Law.

Section 3.04. Vacancies amtlifional Directorships If any vacancy shall occur among the directorsrdmson ¢
death, resignation, or removal, with or without®auor as the result of an increase in the numbdirectors, the directors then in office shall tione
to act and may fill any such vacancy by a votenefrnajority of directors then in office (includiegy director resigning as of a future date), tholegk
than a quorum, or by the sole remaining directogry such vacancy may be filled by a vote of tieeldholders.

Section 3.05. Meetings

(a) A meeting of the Board shall be hieldorganization and for the transaction of sudheotbusiness as may properly c¢
before the meeting, within thirty (30) days aftacke annual election of directors.

(b) The Board by resolution may provide fhe holding of regular meetings and may fix tile and place at which st
meetings may be held, which may be within or withibve State of Delaware. Notice of regular or sicied meetings shall not be required to be g
providedthat, whenever the time or place of regular or schatlnbeetings shall be first fixed or later changeatjog of such action shall be sen
each director who was not present at the meetimghith such action was taken at his residence wailydace of business by (i) Electronic Delivery
later than two (2) days before the day on whichriée or changed meeting is to be held or (ii) PtgldDelivery not later than five (5) days before
day on which the new or changed meeting is to lé he

(c) Special meetings of the Board magdited by the Chief Executive Officer or any di@ct Except as otherwise requirec
Applicable Law, notice of each special meeting Ishalsent to each director at his residence orlydaee of business by (i) Electronic Delivery
later than two (2) days before the day on whichntieeting is to be held or (ii) Physical Delivert teter than five (5) days before the day on whiiad
meeting is to be held. That notice shall stateplhee (which may be within or without the StateDeflaware), date and time of such meeting, but
not state the purposes for the meeting unlesswibterequired by the Certificate, these By-Law#pplicable Law.

(d) Notice of any meeting need not beegito any director who attends such meeting ingmevgithout protesting the lack
notice or who shall waive notice thereof, beforepn after such meeting, by email, fax, testedxetmable, telegram or other reliable electr

transmission or other writing.

Section 3.06. Quorum, ManoieParticipation and Voting

€) At each meeting of the Board the @nes of the Required Number (as defined belowjsaiiembers then serving in offi
but not less than one-third of the entire boar@lldbe necessary and sufficient to constitute argmofor the transaction of businessReéquires
Number" shall mean (i) ond&alf of its members then serving in office if th@@d or applicable Committee then consists of anawmber ¢
directors then serving in office, or (ii) a majgriimeaning more than half) of its members theniagrin office if the Board or applicable Commit
then consists of an odd number of directors thevirsgin office. In the absence of a quorum, aarigj of those present at the time and place o
meeting may adjourn the meeting from time to timél@a quorum shall be present and the meeting bealeld as adjourned without further notic
waiver.
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(b) Any one or more members of the Baaal participate in a meeting of the Board by meafna telephone conference
other electronic communication allowing all persgagticipating in the meeting to hear each otlearticipation by such means shall const
presence in person at a meeting.

(c) Except as otherwise provided by thextiicate or Applicable Law, each director sha#l bntitled to one vote, and
questions brought before the directors shall berdehed by a majority of the votes cast at any imgeit which a quorum is present.

Section 3.07. Action by Waitt Consent Any action required or permitted to be takentby Board may be tak
without a meeting if all members of the Board caonisa writing to the action. Written consents e tBoard shall be filed with the minutes of
Board.

Section 3.08. Resignatioakctors. Any director may resign at any time by givingtéen notice of such resignati
to the Board (in care of the Corporation) and ®@hief Executive Officer, the Secretary or anyeotxecutive. Any such resignation shall takea
on the date specified in such notice, or if nodfie date is specified, upon receipt and acceptéimereof by the Board or any such officer.

Section 3.09. Removal of Biges. Any director or directors may be removed fronficef, either with or withot
cause, with the approval of stockholders requing@®ection 2.07 hereof at any special meeting ofstbekholders, duly held as provided in these By-
Laws, or by their written consent as provided iasih Bykaws. At such a meeting or in such consent a Ssoreor successors may be elected
plurality of the votes cast or represented, onif auch vacancy is not so filled, it may be fillegthe directors as provided in Section 3.04 hereof

Section 3.10. CompensatiorDoEctors. Directors shall receive such reasonable compienséor their services i
directors, whether in the form of salary or a fifed for attendance at meetings, with reimburserokakpenses, if any, as the Board from time tee
may determine. Except as otherwise provided isdtgyiaws, any Committee Charter or Applicable Law, dingctor may serve the Corporatior
any other capacity and receive compensation farsiice.

ARTICLE IV.
COMMITTEES OF THE BOARD

Section 4.01. Standing Conemei$, Designation of Additional Committees, Etdhe Board shall have stand
committees for audit matters (the " Audit Committg@ecompensation matters (the " Compensation Cotemf) and governance matters (th
Governance Committe, and from time to time may have such other cottees as the Board, in any meeting duly held ocioaafuly taken &
provided in these By-Laws, may create (each ardditbonal Committe€’, and together with the Audit Committee, CompeiasatCommittee ar
Governance Committee, each a " Commitjee

Section 4.02. Committee Céiat Powers, Etc(a) Contemporaneously with the adoption of tHage aws, the Boar
has adopted (i) the Amended and Restated Chartbedkudit Committee of the Board of Directors ¢1AR Group, Inc., Dated (as of) May 18, 2
(as the same may be supplemented, modified, ameneigdted or replaced from time to time in the nearprovided therein, theAudit Committe:
Charter"), (ii) the Charter of the Compensation Committdehe Board of Directors of SPAR Group, Inc., Daftas of) May 18, 2004 (as the st
may be supplemented, modified, amended, restatedpteiced from time to time in the manner provideerein, the "Compensation Committ
Charter"), and (iii) the Charter of the Governance Comedtbf the Board of Directors of SPAR Group, Incatédl (as of) May 18, 2004 (as the s
may be supplemented, modified, amended, restategptaced from time to time in the manner provitleetein, the '‘Governance Committee Chai
"). The Audit Committee, Compensation Committed &overnance Committee shall have the duties, pangruthority respectively granted to tt
in the Audit Committee Charter, Compensation CorteaiCharter and Governance Committee Charter.

(b) Each Additional Committee shall hahe duties, power and authority provided in theol&$on or action creating su
Committee or any charter adopted for such Commikigethe Board (such resolution, action or charter,adopted, and as the same ma
supplemented, modified, amended, restated or reglrom time to time in the manner provided hefeinthese Bytaws, will each be referred to
an " Additional Committee Chartéy.
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(c) Each Audit Committee Charter, Compgion Committee Charter, Governance Committee @€haand Addition:
Committee Charter (each a " Committee Chditeexcept to the extent specifically provided othise therein, shall by governed by and construs
amended in accordance with these By-Laws as if Qarhmittee Charter were part of these By-Laws.

(d) In addition, except as otherwise juled by the Certificate, these Byws, the applicable Committee Charter or Applie
Law, each Committee in the exercise and performahdts specific duties, power and authority shl’e and may exercise any and all duties, p
and authority of the Board reasonably incidentafeéto and may make rules for the conduct of its busginess.

Section 4.03. Appointment aherm . Except as otherwise provided in any applicabam@ittee Charter, ea
Committee shall consist of one or more directorsl any advisory Committee also may have one or moredirectors as members. Each men
shall serve a term of office of one year, unle$entise fixed from time to time by the Board, sabj® earlier termination and removal as provide
this Section, or until his or her successor shalbhbly elected and qualified. The Board, in anyetimg duly held or action duly taken as provide
these Bytaws, at any time may (a) appoint a person to bember of any Committee, and (b) remove any Coremittember, either with or withc
cause. Any Committee member who ceases to be @aearenfi the Board automatically shall simultaneowsase to be a member of each applic
Committee. The Board may designate one or moeidirs as alternate members of any Committee, whitie order specified by the Board, r
replace any absent or disqualified member or mesndieainy meeting of the Committee.

Section 4.04. Committee Cimain. The Board, in any meeting duly held or actiotydaken as provided in these By-
Laws, at any time may (a) appoint a chairman of @oynmittee (each a_" Committee Chairnfafrom among the Committee's members who als
directors of the Corporation, and (b) remove anyn@ittee Chairman, either with or without cause, atkether appointed by the Board or
Committee. If the Board has not appointed a ComemiChairman, the members of a Committee may datgigts Committee Chairman by majo
vote of the full Committee membership. Any ComeegtiChairman who ceases to be a member of the Boakddit Committee automatically sh
simultaneously cease to be Chairman of the Audih@tee.

Section 4.05. Meetings, Nesi@nd Records (a) Each Committee may provide for the holddfigegular meetings a
may fix the time and place at which such meetingy tre held. Notice of regular or scheduled mestsiwll not be required to be given, provideal
whenever the time or place of regular or schedoleéting shall be first fixed or later changed, e®tf such action shall be sent to each Comn
member who was not present at the meeting at which action was taken at his residence or usueépé business by (i) Electronic Delivery
later than one (1) day before the day on whichnihw or changed meeting is to be held or (ii) Praidielivery not later than two (2) days before
day on which the new or changed meeting is to lé he

(b) Special meetings of each Committesd &ie held upon call by or at the direction ofdteirman, or by or at the directior
any of its members, any other director or the Chiefcutive Officer or Chief Financial Officer, &iettime and place specified in the respective ag
or waivers of notice thereof. Notice of each spkgieeting of a Committee shall be mailed to eaelmtrer of such Committee, the other membe
the Board, the Chairman, the Chief Executive Offiaed the Chief Financial Officer, imachcaseto such person at his residence or usual pla
business by (i) Electronic Delivery not later thame (1) day before the day on which the meetirtg ise held or (ii) Physical Delivery not later tl
two (2) days before the day on which the meetirtg ise held. That notice shall state the placedwmay be within or without the State of Delawz
date and time of such meeting, but need not staeptirpose(s) for the meeting unless otherwiseinedjlby the Certificate, these Byws ol
Applicable Law.

(c) Notice of any meeting of a Committesed not be given to any Committee member who sligihd the meeting in pers
or who shall waive notice thereof by email, faxstégl telex, cable, telegram or other reliable sd@it transmission or other writing. Notice of .
adjourned meeting need not be given.

(d) The notice of a meeting may providethe Committee may request, that members of thrpdation's senior managem
or others attend a meeting of the Committee andigeqpertinent information as may be necessaryesirdble and readily available.

Section 4.06. Quorum, ManofelParticipation and Voting

(a) At each meeting of any Committee thesence of the Required Number of its members skering in office, but not le
than one third of the entire Committee, shall beessary and sufficient to constitute a quorum fer transaction of business. In the absence
quorum, a majority of the members present at the tnd place of any meeting may adjourn the meétimy time to time and until a quorum shal
present.
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(b) Any one or more members and guestangf Committee may participate in a meeting of @mmmittee by means of
telephone conference or other electronic commubicaquipment allowing all persons participatinghie meeting to hear each other. Participatic
such means shall constitute presence in persomaetng.

(c) Except as otherwise provided by thegtificate or Applicable Law, each member of a Cdttee shall be entitled to o
vote, and all questions brought before the Commiteall be determined by a majority of the votest ahany meeting at which a quorum is present.

(d) Each Committee shall maintain minute®ther records of its meetings and activitiebjclv shall be maintained with t
minutes of the Board, and shall report the santeddBoard as and when requested.

Section 4.07. Action by WeittConsent Any action required or permitted to be takeraby Committee may be tak
without a meeting if all members of the Committemsent in writing to the action (whether beforeafter such action). Written consents by
members of a Committee shall be filed with the resLof the Board.

Section 4.08. Resignation8ny member of a Committee may resign at any thgegiving written notice of sut
resignation to the Board, the Chairman, the Chiefdbtive Officer, the Chief Financial Officer arttbtSecretary (or any Assistant Secretary).
such resignation shall take effect on the dateipddn such notice, or if no effective date isesfied, upon receipt and acceptance thereof bi
person(s). Resignation from a Committee shallcoostitute resignation as a director, but resigmagis a director shall be deemed to be a simulte
resignation from all Committees.

Section 4.09. Removarhe Board, in any meeting duly held or actiotydaken as provided in these Bgws, at an
time may remove any member from any Committeegeitvith or without cause, and may appoint the ssemeCommittee member(s). If any vace
created by such removal is not so filled, it mayfilbed later at any time by the Board.

Section 4.10. Vacancie§ any vacancy shall occur in any Committee égson of death, resignation, disqualifical
removal or otherwise, the remaining members of hommittee, though less than a quorum, shall coatite act until such vacancy is filled by
Board. The Board may appoint a successor torfill @uch vacancy in any meeting duly held or actioly taken as provided in these By-Laws.

Section 4.11. CompensatioBommittee members shall receive such reasorabtgensation for their services
Committee members, whether in the form of salarg fired fee for attendance at meetings, with reirmément of expenses, if any, as the Board
time to time may determine in its discretion. Nothcontained in these Byaws, however, shall be construed to preclude aomm@ittee memb
from serving the Corporation in any other capaaitg receiving compensation for that service.

ARTICLE V.
OFFICERS

Section 5.01. Positions, Bt Executives, Etc The officers of the Corporation shall consistao€hairman, a Vic
Chairman, a Chief Executive Officer, a Chief Finah©fficer, a President, a Secretary, a Treasanet a Controller, who shall each be electe
appointed by the Board, and such other officerslating, without limitation, one or more Senior ¥i®residents, Executive Vice Presidents,
Presidents, Assistant Vice Presidents, AssistatiteB&ies, and Assistant Treasurers) as from torterte may be elected by the Board or appointe
the Executive or other officer(s) authorized to makich appointments by the Board or thesd.8ys. Any two or more offices may be held by
same person, and any officer also may serve a®etali of the Corporation. However, no officeretithan the Chairman or Vice Chairman must
director of the Corporation. The Chairman, Vicea®iman, Chief Executive Officer, Chief Financialfioér, President, Secretary, Treasurer, Contr
(if so designated by the Board) and each otheropedgsignated as an executive officer by the Boarappropriate Committee shall be an execi
officer of the Corporation (each an " Executiye
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Section 5.02. Term of Offiégesignation and RemovalEach Executive or other officer serves at trserdition of th
Board. Any officer may resign at any time by giyiwritten notice of such resignation to the Bodha, Chief Executive Officer, the Secretary or
Assistant Secretary. Any such resignation shké# &ffect on the date specified in such noticéf no effective date is specified, receipt therbgfthe
Board or any such officer. Each officer may be oged at any time by the Board, either with or withcause. Any officer of a class who may
appointed by another officer (irrespective of wieethctually appointed by the Board or another effi@also may be removed, either with or witt
cause, by the Chief Executive Officer or by anyaeff senior to such officer.

Section 5.03. VacancieA vacancy in an office by reason of death, nesigpn, removal, disqualification or otherw
shall be filled in the manner prescribed by thegeLBws for regular election or appointment to sucticef In the event of the temporary absenc
any officer of the Corporation, the Board or (wifspect to more junior officers) the Chief Execet®dfficer or the Vice Chairman may confer for
duration of such absence the absent officer's poarad duties, in whole or in part, on such othesqm(s) as they may specify.

Section 5.04. General AuttyoriEtc. Each Executive (a) shall have the power andaaityhto sign contracts, dee
notes and other instruments and documents in time red the Corporation and on behalf of the Corponagsubject to the limitations imposed by tr
By-Laws, the Certificate or Applicable Law and any laggble resolutions of or approvals required frdra Board), (b) shall have the power to em
and discharge more junior officers, employees aehts of the Corporation (except those personshelch their positions through appointment by
Board), (c) may exercise such powers and perforch sluties as may be delegated or assigned to hinerofrom time to time by the Board or i
senior Executive or as may be provided by thesd &ys, the Certificate or Applicable Law, and (d)yna good faith delegate his or her power
other Executives, officers, employees and agendeuthe direct or indirect supervision of such Exae. Each other officer of the Corporation 6
the extent authorized by the Board or a more sdfwecutive, shall have the power to sign contratgeds, notes and other instruments and docu
in the name and on behalf of the Corporation (suligethe limitations imposed by these Bsws, the Certificate or Applicable Law and any laggble
resolutions of or approvals required from the Bpaadd (ii) may exercise such powers and perforoh gluties as may be delegated or assigned t
or her from time to time by the Board or any seii@ecutive or as may be provided by theselBys, the Certificate or Applicable Law. In addit
each Executive or other officer of the Corporatitvall have the authority, relative seniority andeiispecifically conferred in the officer's electiol
appointment and by these Byws, together with the powers and duties reasgriabldental thereto, subject, however, to any tations contained
such election or appointment, the Certificate, éh@g-Laws or Applicable Law.

Section 5.05. The Chairmafhe Chairman of the Board (the " Chairnfashall be a member of the Board and ¢
preside at its meetings and at all meetings ofkéioiders. If there shall be no Chairman, the M@lairman (or if such office is vacant, the C
Executive Officer, or if such office is vacant, tBéief Financial Officer, or if there is no ChiefnBncial Officer, the most senior President or
President) shall act as Chairman until a successhily elected, with such powers and duties as naag been held by the former Chairman.

Section 5.06. The Vice Chanm The Vice Chairman of the Board (the " ViChaairman") shall be a member of t
Board and in the absence of the Chairman shalideed its meetings and at all meetings of stoadnl.

Section 5.07. The Chief Exemi Officer . The Chief Executive Officer of the Corporatiahg " Chief Executiv:
Officer ") shall, subject to the direction and under thpesuision of the Board, the Chairman and the Vitai@nan, be the chief executive office
the Corporation and be responsible for the gerardl active management of the business of the Catiparand supervision and direction over
other junior officers, employees and agents of @ueporation. The Chairman (or if such office iaat, the Vice Chairman) also shall hold
position of Chief Executive Officer unless anothetividual is specifically elected or appointedthg Board to be the Chief Executive Officer. kit
shall be no Chief Executive Officer, the Chairmanif such office is vacant, the Vice Chairmanjfauch office is vacant, the Chief Financial Oéfi
or if there is no Chief Financial Officer, the mastnior President or Vice President) shall act hefCExecutive Officer until a successor is ¢
elected, with such powers and duties as may hase lheld by the former Chief Executive Officer.

Section 5.08. The Chief FiciahOfficer. The Chief Financial Officer of the Corporatighg " Chief Financial Office
") shall, subject to the direction and under thpesuision of the Board, the Chairman and the Vi¢wi@nan, be the chief financial officer of
Corporation and be responsible for the financiadksoand records of the Corporation and superviaiwh direction over the Controller (if any)
other financial (including, without limitation, peoll, benefits and accounting) officers, employees agents of the Corporation. The Chief Fina
Officer also shall hold the position of Treasurefess another individual is specifically selectedbe the Treasurer. Except to the extent the
Board may delegate any of the following dutiesesponsibilities exclusively to the Treasurer or €alter, the Chief Financial Officer shall:
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(a) have charge of and supervision over and lporesble for the funds, securities, receipts astiulisements of the Corporation;

(b) cause the moneys and other valuable effects dCthporation to be deposited in the name and tenbeit of the Corporation in such bank:
trust companies or with such bankers or other deptes as shall be selected in accordance witbetliBy{ aws or to be otherwise handlec
such manner as the Board may direct;

(c) be empowered to endorse all commercial documentsirnreg endorsements for or on behalf of the Caafion and sign all receipts ¢
vouchers for payments made to the Corporation;

(d) be empowered to cause the funds of the Corporatidie disbursed by checks or drafts upon the az#ddepositaries of the Corporati
and cause to be taken and preserved proper vouciet moneys disbursed;

(e) render to the Board, the Chief Executive Officertloe Vice Chairman, whenever requested, a stateofetite financial condition of tt
Corporation and of all his transactions as Treas@eief Financial Officer or Controller (as applie);

4] cause to be kept at the Corporation's principatef€orrect books of account of all its businessd ansactions and such duplicate bool
account as he shall determine, and upon requesé caich books or duplicates thereof to be exhilbdedhy director;

(9) see that the financial reports, statements, ceatéds and similar documents and records requiredgpficable Law (including, withol
limitation, those required under applicable se@sitaws) are properly prepared and filed;

(h) be empowered to require from the officers or agehtkie Corporation reports or statements from timé&me giving such information as
may desire with respect to any and all financiahsactions of the Corporation;

0] be empowered to sign (unless the Treasurer, Segcrataan Assistant Secretary or an Assistant Tresisshall sign) certificates represen
stock of the Corporation, the issuance of whicHldteve been duly authorized (the signature to Wiy be a facsimile signature); and

0] in general, exercise the powers and perfoirdwies incident to the office of Chief Financ@fficer.

During the absence or disability of the Chief FitiahOfficer, the Treasurer (or if such office iaocant, the Controller or Assistant Treasurer, tnefe
are more than one, the one so designated by thelBib@ Chief Executive Officer or the Treasuremgy exercise all of the powers and shall per
all of the duties of the Chief Financial Officer.

Section 5.09. The Presidefthe President of the Corporation (the " Predidgrshall, subject to the direction &
under the supervision of the Board, the Chairmiae Mice Chairman and the Chief Executive Officer the chief operating officer of the Corpora
and be responsible for the general and active tiparaf the business of the Corporation and sug@nwiand direction over the other junior offic
employees and agents of the Corporation. The @laair(or if such office is vacant, the Vice Chairfalso shall hold the position of President ur
another individual is specifically selected to bedtdent.

Section 5.10. Senior, Exeetind other Vice Presidest The Board, the Chairman, the Vice Chairman,Ghée
Executive Officer or the President from time to éithay appoint one or more persons to be one or ®entor Vice Presidents, Executive \V
Presidents and other Vice Presidents of the Cotiparaand the Chief Financial Officer from timettme may appoint one or more persons to be o
more financial Vice Presidents of the Corporatiatith such titles and relative seniority, authorétmd duties as may be specified (each Mice
President’). If the appointment of any Vice President does specifically make him or her an executive a@fiof the Corporation, such person s
not be considered (or deemed or construed to bExaautive unless and until the Board or appropr@@mmittee determines otherwise.
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Section 5.11. Assistant drentVice Presidents The Board, the Chief Executive Officer, the Vikeairman or (in th
case of financial officers only) the Chief Finarid@fficer from time to time may select one or mgrersons to be Assistant Vice Presidents o
Corporation, or Vice Presidents whose titles inelddisional, functional or other designations (s@as Vice Presiderfales, etc.), with such titles ¢
relative seniority, authority and duties as mayspecified (each an " Assistant Vice Presidg@ntAn Assistant Vice President shall not be cdasc
(or deemed or construed to be) an Executive uedantil the Board or appropriate Committee deileesiotherwise.

Section 5.12. The Secretarfhe Secretary of the Corporation (the " Secyetarshall, subject to the direction &
under the supervision of the Board, the Chairmahthe Vice Chairman, be the secretary of the Catpmm and be responsible for the corporate
not financial) books and records of the Corporatiod supervision and direction over those in hisesrcharge. The Secretary shall:

(a) record all the proceedings of the meetinghefstockholders, the Board and any Committeesbimo& or books to be kept for that purpose;
(b) cause all notice to be duly given in accoréawith the provisions of these By-Laws and as negliby Applicable Law;
(c) whenever any Committee shall be appointed in pmciaf a resolution of the Board, furnish the aimain of such Committee with a copy

such resolution;

(d) be custodian of the records and of the seal ofGbgporation, cause such seal to be affixed to eftiftccates representing stock of
Corporation prior to the issuance thereof, and ftome to time to cause such seal to be affixedltswch duly authorized instrumer
agreements and other documents as may be necesshasirable;

(e) see that the lists, books, reports, statementtficates and other documents and records requiye@pplicable Law are properly kept €
filed (other than those for which the Chief Finah@fficer is responsible);

4] have authority over of the stock and transfer bookshe Corporation, and at all reasonable timesll stause such stock books (o
maintained by a transfer agent, shall cause timsfeeaagent to produce such stockholder listsuiah persons as are entitled by statute to
access thereto;

(9) be empowered to sign (unless the Chief Financifit&@f Treasurer or an Assistant Secretary or asisfant Treasurer shall sign) certifice
representing stock of the Corporation, the issuafcerhich shall have been duly authorized (the aigre to which may be a facsin
signature); and

(h) in general, exercise the powers and perform albduncident to the office of the Secretary andhsother duties as are given to the Secr
by these By-Laws or as from time to time may bégassl to the Secretary by the Board or the Chiefdakive Officer.

During the absence or disability of the Secreténg, Assistant Secretary, or if there is more thae, dhe one so designated by the Board, the
Executive Officer, the Vice Chairman or the Seargtmay exercise all of the powers and shall penfail of the duties of the Secretary.

Section 5.13. Assistant Sexies. The Board, the Chief Executive Officer or theci®ary from time to time,
writing or by resolution, may select one or morespas to be Assistant Secretaries of the Corparatiith titles and such relative seniority, autky
and duties as may be specified (each an " AssiSteatetary’). The Board, the Chief Executive Officer or tBecretary from time to time, in writi
or by resolution, may delegate or assign any oofathe powers and duties of the Secretary, anble@xtent so delegated or assigned, those offfit
such capacities) shall carry with them the corragdpty powers and duties of the Secretary. An AasisSecretary shall not be considered (or de:
or construed to be) an Executive unless and urgiBoard or appropriate Committee determines otiserw

Section 5.14. The Treasurd@the Treasurer of the Corporation (the " TreasUreshall, subject to the direction &
under the supervision of the Board, the Chairmhg, Yice Chairman and the Chief Financial Officeg, the treasurer of the Corporation anc
responsible for the supervision and direction dhese in his or her charge. Except to the exteat the Board, the Chairman or the Vice Chair
may delegate any of the following duties or resgialises exclusively to the Chief Financial Officer Controller, the Treasurer shall:
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(a) cause the moneys and other valuable effects dfthporation to be deposited in the name and tenbeit of the Corporation in such bank:
trust companies or with such bankers or other deg@ss as shall be selected in accordance witbetiBy L aws or to be otherwise handlec
such manner as the Board may direct;

(b) be empowered to endorse all commercial documentsirnreg endorsements for or on behalf of the Caafion and sign all receipts ¢
vouchers for payments made to the Corporation;

(c) be empowered to cause the funds of the Corporédidre disbursed by checks or drafts upon the aizgwbidepositaries of the Corporati
and cause to be taken and preserved proper voucherd moneys disbursed,;

(d) render to he Board, the Chairman, the Vice Chairntfaea Chief Executive Officer, the President or @lgief Financial Officer, whenev
requested, a statement of all his transactiongeasurer;

(e) cause to be kept at the Corporation's principatef€orrect books of account of all its businessd ansactions and such duplicate bool
account as he shall determine, and upon requesé caich books or duplicates thereof to be exhilbdedhy director;

) be empowered to sign (unless the Secretary or aistdat Secretary or an Assistant Treasurer shugl) sertificates representing stock of
Corporation, the issuance of which shall have lwkéy authorized (the signature to which may becaifaile signature); and

(9) in general, exercise the powers and perform aleduncident to the office of Treasurer and sudteptuties as are given to the Treasure
these Bykaws or as from time to time may be assigned toTiteasurer by he Board, the Chairman, the Vice i@fai, the Chief Executi
Officer, the President or the Chief Financial Gdfic

During the absence or disability of the Treasutex,Chief Financial Officer (or if such office iaeant, the Controller or Assistant Treasurer, tinefe
are more than one, the one so designated by thelBih@ Chief Executive Officer or the Treasuremgy exercise all of the powers and shall per
all of the duties of the Treasurer.

Section 5.15. The Controllefhe Controller of the Corporation (the " Confgol’) shall, subject to the direction
under the supervision of the Board, the Chairmhe,\fice Chairman and the Chief Financial Officeg, the Controller of the Corporation and
responsible for the supervision and direction dkiese in his or her charge.

Section 5.16. Assistant Treass. The Board, the Chairman, the Vice Chairman, Gigef Executive Officer, tF
Chief Financial Officer or the Treasurer from tingetime may appoint one or more persons to be fsdidreasurers of the Corporation, with <
tittes and relative seniority, authority and dutéssmay be specified (each an " Assistant TreaSuréthe Board, the Chairman, the Vice Chairmasn
Chief Executive Officer, the Chief Financial Officer the Treasurer from time to time may delegatassign to such persons any or all of the pc
and duties of the Chief Financial Officer or Tre@sithat may be delegated by them, and to the egtedelegated or assigned, those officers (in
capacities) shall carry with them the correspondiogvers and duties so delegated. An Assistantsiirea shall not be considered (or deeme
construed to be) an Executive unless and untiBiterd or appropriate Committee determines otherwise

Section 5.17. CompensationOffficers . Officers shall receive such reasonable compmsdbr their services
officers, whether in the form of a salary or othisey as may be determined from time to time byBbard or the Chief Executive Officer, but 1
power may be delegated by the Board or the Chiefctittve Officer to any officer with respect to aather officer under the supervision of
otherwise junior to such person.

Section 5.18. Surety BondNo Executive, other officer, employee or agehthe Corporation shall be required
provide to the Corporation any bond other form oddit support from any surety respecting the faithfischarge of his or her duties, incluc
(without limitation) respecting any negligence be taccounting for any property, funds or securitiethe Corporation that may come into his or
hands, excegh eachcaseas and to the extent the Board or an appropriater@itiee may from time to time specifically requéech a bond or oth
credit support.

As Amended Through November 10, 2011 SPAR Group By-Laws
NewYork01 921370v:

-12-




ARTICLE VI.
INDEMNIFICATION

Section 6.01. Certain Defiffesims.

(a) " DGCL" shall mean the General Corporation Law of theeStd Delaware, as the same currently exists amm time tc
time hereafter may be amended or restated, anduwwteeding statute, but in the case of any suclm@ment or succeeding statute, only to the e
that it permits the Corporation to provide broaigelemnification rights than such law permitted @erporation to provide prior to such amendment.

(b) " _Entity" shall mean any association, business trust, cagnpeorporation, employee benefit plan, estate,eguwmente
authority, group (including, without limitation, erunder Section 13(d)(3) of the Securities Exchahgeof 1934, as amended), joint venture, lim
liability company, partnership, syndicate, trusbtrer entity or enterprise.

(c) " Expense’s shall mean the reasonable fees, disbursement®xpehses of attorneys and other necessary prorfed
representing the Indemnitee in any Proceeding,igeoMhat such attorneys and professionals are permittedrudeetion 6.04 hereof and have k

approved in advance by the Corporation, which aggrshall not be unreasonably withheld or delaygdhle Corporation; and providddrtherthatto
the extent covered by insurance, the selection uwh sattorneys and other professionals shall be nmimdaccordance with the applica
policies. Expenses shall not include any amouttttbatable to services performed prior to the Qogion's receipt of the Indemnittee's written ex
for such approval unless the Board in its discretionsents otherwise.

(d) "_Final Decisiof shall mean with respect to a particular issue @nfinal decision of such issue pursuant to Apahle
Law of a court, other governmental official or d@raior having proper substantive and personaldigi®n and venue from which there is no fur
right to appeal, or (ii) final settlement of sudsue in a written settlement agreement approvetthéyBoard, as the case may be. A Proceedin¢
involve more than one issue, and whether the Inidlemhas met the applicable standards of Proped@urshall be deemed to be a separate issue
the existence or amount of any Losses or Expenses.

(e) " Indemnite® shall mean (i) any person who is or was a dineofahe Corporation or an Executive of the Corpioraot
any of its subsidiaries (meaning any officer saglested in these Bytaws or in such officer's appointment), (ii) anygm who is serving or servec
a director or executive officer of an affiliate tife Corporation at the request of the Corporatan(jiii) any other officer or Representative of
Corporation or any subsidiary designated in writingm time to time by the Board or by agreementhwite Corporation as being entitlec
Indemnification Rights, whether serving in suchaw@fy or serving at the request of the Corporatiera Representative of (A) any direct or ind
subsidiary or affiliate of the Corporation or (Bjyeother Entity.

4] " Indemnification Right% shall mean the rights of each Indemnitee to fertted, to be indemnified, reimbursed and
harmless from and against Losses and Expensestoarateive advances of Expensesgeathcaseas, to the extent and under the circumste
specifically provided in this Article.

(9) " _Losse$ shall mean any and all losses, damages, liaslitpayments, settlements, judgments, awards,, fieslties
fees, charges or costs,dachcaseto the extent determined in a Final Decision, bid@ling any and all Expenses.

(h) " Proceedingshall mean any action, suit, arbitration, mediatiinvestigation or other proceeding, whetherl cariminal,
administrative or investigative, whether penditgeatened or otherwise.

0] " Proper Conduétshall mean any action or conduct of the Indenanitall of the following are true with respect th: (i)
the Indemnitee acted in good faith, (ii) the Indéem acted in a manner the Indemnitee reasonaliBved to be in or not opposed to the best inte
of the Corporation and its subsidiaries and aféa (iii) with respect to any criminal Proceeditige Indemnitee had no reasonable cause to b
such action or conduct was unlawful, and (iv) saction or conduct does otherwise disqualify theemditee from receiving indemnification under
DGCL.
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0] " Reimbursement Agreemérghall mean an unconditional agreement or othelettaking in favor of the Corporation fr
an Indemnitee to promptly repay the Expense Adwaifcevhen and to the extent determined in a Abedision that such Indemnitee is not entitle
be indemnified for such Expenses under this Articletherwise.

(k) " Representative shall mean any shareholder, partner, equity hpldeember, director, officer, manager, emplo
consultant, agent, accountant, advisor or otheesgmtative of the referenced person.

Section 6.02. Persons Indéiethi. The Indemnification Rights granted under thigide apply to each Indemnit
who was or is made a party or who is threatendsktonade a party to or who is otherwise involvedny Proceeding by reason of the Indemni
position with the Corporation or any of its subafitts or with any other Entity (including, withdirnitation, any affiliate of the Corporation) ate
request of the Corporation, @achcaseirrespective of whether the basis of such procegiiralleged action in any such official capacityany othe
capacity while serving in any such official capgat otherwise.

Section 6.03. Notice of Prdieg . If any Proceeding is commenced, asserted ortlgveireatened against
Indemnitee in respect of which a claim or demang im&a sought against the Corporation under thischetithe Indemnitee shall give written no
thereof to the Corporation as promptly as reasgnaitaicticable thereafter; providethowever, thatan Indemnitee’s failure to give such notice shat
relieve or otherwise affect the Indemnification Rig of such Indemnitee except to the extent thep@ation's ability to defend such Proceedir
materially prejudiced thereby (e.g., expiratiortiofe periods to defend, etc.).

Section 6.04. Defense Counskhe Corporation shall have the right to engamensel to defend itself, its subsidia
and affiliates and all applicable Indemnitees ig aammon Proceeding, and the Corporation shalctirepay the Expenses of such counsel. In
case, each Indemnitee shall enter into a commoandef agreement with the Corporation in form andstamze reasonably acceptable tc
parties. However, an Indemnitee or group of Indigmes shall have the right to engage separate ebapgroved by the Corporation (which appr
will not be unreasonably withheld or delayed) ity aovered Proceeding if counsel to the Corporatiosuch Indemnitee(s) advises the Corporatis
writing that, in the professional judgment of sugbunsel, (a) one or more legal defenses or colaters may be reasonably available to ¢
Indemnitee(s) and reasonably could be inconsistétht, different from or additional to those avaikatio such other parties, or (b) use of coL
selected by the Corporation could reasonably bearg to give rise to a conflict of interest. Nihstanding the preceding portions of this Sectit
the Losses and Expenses could reasonably be edgedbe covered by insurance, counsel shall beteglén accordance with the applicable insur
policies.

Section 6.05. Right to Indéfication, Etc. Except as otherwise provided in this Articlethe fullest extent authoriz
by DGCL, each Indemnitee shall be indemnified, minsed and held harmless by the Corporation frochaayainst any and all Losses and Expe
actually and reasonably incurred or suffered byhdmcemnitee in connection with any Proceeding antipn thereof by reason of the Indemnit
position with the Corporation or any of its subarifs or with any other Entity (including, withdirnitation, any affiliate of the Corporation) ate
request of the Corporation, excépteachcaseto the extent determined in a Final Decision tatigbutable to any action or conduct of the Indéee
other than Proper Conduct. However, if such Prdiogeor portion thereof has been brought by ohim ight of the Corporation (including, witht
limitation, any derivative suit), such Indemnitdah not be indemnified, reimbursed or held harmlesder this Article in respect of any claim, isst
matter as to which such person shall have beerdgeéiuto be liable to the Corporation unless ang ¢mlthe extent that the Delaware Cour
Chancery or the court in which such action or s@s brought shall determine upon application tti@spite the adjudication of liability but in viev
all the circumstances of the case, such Indemistésarly and reasonably entitled to indemnity surch Losses and Expenses as the Delaware Ci
Chancery or such other court shall deem proper.

Section 6.06. Right to Advament of ExpensesThe Indemnification Rights of each Indemnitealksimclude the rigk
to have the Corporation advance the Expenses bctadl reasonably incurred in defending any Proeeth advance of its final disposition
Expense Advances; provided, however, thatthe Indemnitee shall execute and deliver a Reingmoent Agreement to and with the Corporatic
and to the extent the DGCL requires such a Reinglooesit Agreement under the circumstances. The @adipo shall not require collateral or ot
security or the support of any spouse or othertgrehether by ccignature, endorsement or otherwise) for any oflitidlemnitee’s obligations unt
any such Reimbursement Agreement.
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Section 6.07. DeterminatidnRight to Indemnification. Any indemnification or reimbursement under thigiéle
(unless otherwise ordered in a Final Decision bgoart on such issue) shall be made by the Cormorainly as authorized respecting a spe
Proceeding upon a determination by the Corporatenprovided in this Section) that indemnificatimmd reimbursement of the Indemnitee by
Corporation is proper under the circumstancesudiol (without limitation) a determination that thelemnitee has met the applicable standar
Proper Conduct. Such determination by the Cormrathall be made (i) by the Board through the migjowote of the directors who are or were
parties to such Proceeding, even though less thgmroaum, (i) by a committee of such disinterestii@ctors designated by a majority vote of ¢
disinterested directors, even though less thancaugu, (iii) by independent legal counsel in a verittopinion if (A) there are no such disintere
directors, or (B) such disinterested directorsisecd, or (iv) by the stockholders of the Corpaoati

Section 6.08. Indemnificatimm Success Notwithstanding anything to the contrary in tAigicle, to the extent that
Indemnitee has been successful (on the meritshenweise) in any Final Decision in defense of angdeeding covered by thirticle, the Indemnite
shall in any event be indemnified and reimbursadafod against all Losses and Expenses actuallyregmbnably incurred by such Indemnite
connection therewith

Section 6.09. Payment Clatm&ecover Losses and Expensd$ and to the extent the Indemnitee owes anyaid
Losses or Expenses for which the Corporation ipaesible under this Article, the Indemnitee mayuesj that the Corporation pay such Losses
Expenses directly to the applicable persons. df @nthe extent the Indemnitee has directly paig lawsses or Expenses for which the Corporatis
responsible under this Article, the Indemnitee meguest that the Corporation reimburse the Indexanibr such payments. The Indemnitee
request such payments through delivery of a writtetice to the Corporation, together with suppagrtitocumentation reasonably evidencing
amounts of such Losses, Expenses and paymentsgédeayment Clairt). The Corporation shall promptly comply with anglid Payment Claim «
(to the extent applicable) request its insurerdsal.

Section 6.10. Suits Brougihtam Indemnitee Except as provided in Section 6.11 of this Aetiche Indemnificatio
Rights of any Indemnitee shall not apply to anydeealing (or part thereof) initiated by such Indeemiunless such Proceeding (or part thereof
approved by the Board in advance. In the casecofigulsory counterclaim required to be initiatgdiee Indemnitee, the Corporation agrees that
approval will not be unreasonably withheld or deldyut may require some reasonable sharing of Egseim the event the Indemnitee recovers
Losses pursuant to such counterclaim.

Section 6.11. Suits on Payn@aims, Etc If a valid Payment Claim by an Indemnitee unafethis Article is not pai
or satisfied in full by the Corporation within sjx{60) days after such claim has been receivechbyQorporation, the Indemnitee may at any
thereafter bring suit against the Corporation tfoere the direct payment or recover the unpaid beirsement of the Payment Claim, as the case
be.

Section 6.12. IndemnificatiBnforcement Expenseslf an Indemnitee is successful in whole or imtfga) in any su
by the Indemnitee for a Payment Claim, or (b) irffedding a suit brought by the Corporation to recofpense Advances pursuant t
Reimbursement Agreement, the Indemnitee also bleadintitled to be paid the Indemnitee's court casts reasonable attorney's fees, disbursel
and expenses in prosecuting or defending any suthsabject to the other provisions of this Ariend the DGCL.

Section 6.13. Indemnitee'sper Conduct The Indemnification Rights of each Indemnitee ench subject to t
Indemnitee's satisfaction of the applicable staseladf Proper Conduct . In any suit for any Payn@iaim (other than for Expense Advances),
Corporation shall have available to it the defeths¢ the Indemnitee has not met the applicabladstals of Proper Conduct. In any suit brought ke
Corporation to recover any Expenses Advances potsaa Reimbursement Agreement or Applicable Ligme,Corporation shall be entitled to recc
such Expense Advances upon a Final Decision tlealntlemnitee has not met the applicable standdrBsoper Conduct. An Indemnitee shall no
presumed in any such suit to have either satisfiefdiled to satisfy the applicable standards afper Conduct as a result of any determination or no
determination thereof by the Corporation, its Bo&xecutives or other representatives, any oftdskholders or its independent legal counsel. ny
such suit, the burden of proving that the Indenenitas not met the applicable standards of Proped@d shall be on the Corporation.

Section 6.14. ContinuationRights. The Indemnification Rights of each Indemniteallsbontinue in full force ar
effect with respect to and for the benefit of arergpn who has ceased to be a director, officer,larap or agent of or at the direction of
Corporation and shall inure to the benefit of teed) executors, administrators and other legakssmtatives of such person.
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Section 6.15. Ndixclusivity of Rights. The Indemnification Rights of each Indemniteelishot be exclusive of a
other right that any Indemnitee, Representativeotber person may have or hereafter acquire undgrstatute, the Corporation's Certificate
Incorporation, these By-Laws, any employment oeotigreement, any vote of stockholders or disistetedirectors, or otherwise.

Section 6.16. Insuranc&he Corporation shall have the right in its dition to from time to time purchase, maint
modify and surrender directors and officers lidpiland other insurance, i@achcasefrom such insurers, in such amounts, upon suchstexm
conditions, and subject to such deductions, in otdeprotect itself or to directly or indirectly giect any director, officer, employee or agentle
Corporation or another Entity against any expeliability or loss whatsoever, whether or not ther@wation would have the obligation or powe
indemnify such person against such expense, ligloitiloss under this Article or the DGCL.

Section 6.17. IndemnificatiohOfficers, Employees and Agents of the Corporati Without in any way limiting it
right, power or authority under Applicable Law tagt any indemnity, the Corporation may, to theeekuthorized from time to time by the Boar
its discretion, grant rights to defense, indematfien, reimbursement and the advancement of expdnséhe Corporation to any officer, employe
agent of the Corporation or other Entity up to tieximum extent permitted for any Indemnitee by thisicle, the DGCL and other Applicable Law.

Section 6.18. Savings Claudeé this Article or any provision hereof shall i@ally determined to be supersec
invalid, illegal or otherwise unenforceable purgsum Applicable Law by a court having proper juigtn and venue, then the Corporation <
nevertheless, to the fullest extent permitted lgyregmaining provisions (if any) of this Article€i, those not so determined to be supersededidy
illegal or otherwise unenforceable) and (subjecsuoh remaining provisions) the DGCL, indemnifyinmeurse and hold harmless each Indem
from and against any and all Losses and Expensealigcand reasonably incurred or suffered by dackemnitee in connection with any Proceedin
portion thereof by reason of the Indemnitee's pmsitvith the Corporation or with any other Entitiythe request of the Corporation, excepeachcast
to the extent determined in a Final Decision tatigbutable to any action or conduct of the Indéeeother than Proper Conduct.

Section 6.19. Changes in ind#ication Rights. The Indemnification Rights may be changed at &mg and fror
time to time through a change in these By-Lawswilhout notice to or the approval of any Indemejtprovidedthat except as otherwise required
or reflecting a change in the DGCL, any change iaitng or diminishing any of the IndemnificatiorigRts shall apply prospectively only, and
change shall eliminate or diminish any IndemnifimatRights with respect to any Proceeding involvary Indemnitee (a) threatened or comme
prior to such change or (b) based on any evenrauirostance that occurred prior to such change.

Section 6.20. Contractual &mheficial Rights The Indemnification Rights under this Articleatitbe deemed to |
contractual rights for the benefit of, and are esggly intended to benefit, each the Indemniteeh ehevhom may enforce any such provisions dire
as provided in this Article.

ARTICLE VII.
SHARES

Section 7.01. Certificate$he shares of the Corporation shall be represely certificates in such form as from t
to time may be approved by the Board and signethéyChairman, Vice Chairman, Chief Executive Offidbe President or any Vice President,
by the Secretary, Assistant Secretary, Chief Fir@fficer, Treasurer or Assistant Treasurer, apdled with the seal of the Corporation, w
signatures and seal, to the extent permitted byliégige Law, may be facsimiles. The Board of Diogs also may provide by resolution or resolut
that some or any or all classes or series of thp@ation's stock shall be uncertificated shatdswever, any such resolution shall not apply toret
represented by a certificate until such certifidatsurrendered to the Corporation, and every halfistock in the Corporation shall be entitlechtove
a certificate for shares of stock evidencing suclhiér's interest in the Corporation notwithstanding applicability of any such resolution. Exceg
otherwise provided by law, the rights and obligasi@f the holders of uncertificated stock and igats and obligations of the holders of certific
representing stock of the same class and seriéisbghalentical. The certificates shall be numigecensecutively and in the order in which they
issued. Each certificate shall state the regidtemdder's name, the number and class of sharesseagted thereby, the date of issue, and the pae
of such shares (or that they are without par vilsech is the case).
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Section 7.02. Use of Migned Certificates The Corporation from time to time may issue {fiedtes that have be
previously signed by or imprinted with the facsiendignature of any officer, transfer agent or regisof the Corporation. In the event any Cerifec
(s) shall have been previously signed by or impdnivith the facsimile signature of any officer,nséer agent or registrar of the Corporation
subsequently ceases to act as such, the Corporai@rtheless may thereafter use and issue sudffica¢e(s), with the same effect as if the si¢
were still such officer, transfer agent or regisatithe date of issuance, until such time asupply of such previously signed or imprinted Céctife
(s) has been exhausted.

Section 7.03. SubscriptionSubscriptions to shares of the Corporation'skstid any, shall be paid at such times ar
such installments as the Board may determine.

Section 7.04. Transfer of i®sa Subject to applicable law and restrictions oritiations on the transfer, registratior
ownership of any shares, the shares of the Coiiparahall be assignable and transferable on th&saad records of the Corporation only by
registered owner, or by his duly authorized attgrrzand only upon surrender of the certificate focts shares duly and properly endorsed with pi
evidence of authority to transfer and payment bapplicable transfer taxes thereon. The Corponashall issue a new certificate or evidence o
issuance of uncertificated shares to the stockh@dgtled thereto, cancel the old certificate aacbrd the transaction upon the Corporation's boo,
in the case of uncertificated shares, upon theipecé proper transfer instructions of uncertifiedtshares and the payment of all applicable
thereon, such uncertificated shares shall be cladcelksuance of new equivalent certificated shanesertificated shares shall be made to
stockholder entitled thereto and the transactioall dte recorded on the books of the Corporatiomyided that the Board in its discretion m
reasonably refuse to issue such new certificatevistence of the issuance of uncertificated shaidsout the order of a Court having jurisdictior
such matters or suitable indemnification.

Section 7.05. Returned Ciedifs. All certificates for shares changed or returtee¢he Corporation for transfer st
be marked by the Secretary, transfer agent ortragias "CANCELLED", together with the date of caltation, and the transaction shall be record:
the stock transfer books of the Corporation anajiplicable) in the certificate book opposite thenmorandum of their issue. The returned certif
may be inserted in the stock books of the Corpomati

Section 7.06. Lost Stock @iedtes. Any stockholder claiming that his certificater &hares of the Corporation |
been lost, stolen, destroyed or mutilated (a " ISitsick Certificaté’) may obtain a replacement certificate by (i) siting a sworn statement of tt
fact to the Board (together with any mutilated ifiegite) and (ii) giving to the Corporation suchriabor indemnity as may be required by the Boar
such form, substance and amount and with suchissiras shall be satisfactory to the Board), if aamg taking such other reasonable action a
Board in its sole and absolute discretion may mequand if the stockholder shall have satisfiedséheonditions, the Board shall approve anc
appropriate officers shall effect the issuance dacement certificate in lieu of the Lost St@xxtificate.

Section 7.07. Notice of Uriiferated Shares Within a reasonable time after the issuancearsfer of uncertificate
stock, the Corporation shall send to the registereder thereof a written notice containing the infation required to be set forth or statec
certificates pursuant to section 151(f). 156, 2Pp@§a218(a) of the DGCL, including restrictionslonitations on the transfer, registration or votiof
such share.

Section 7.08. Powers, Dedligna, Preferences If the Corporation shall be authorized to issugre than one class
stock or more than one series of any class, theepgwlesignations, preferences and relative, gzating, optional or other special rights of eatdst
of stock or series thereof and the qualificatidinsitations or restrictions of such preferences/andghts shall be set forth in full or summarizeul the
face or back of the certificate that the Corporatshall issue to represent such class or serietook. However, except as otherwise provide
Section 202 of the DGCL, in lieu of the foregoirggjuirements, there may be set forth on the fad®ok of the stock certificate a statement tha
Corporation will furnish without charge to eachcitoolder who so requests the powers, designatpeggrences and relative, participating or opti
or other special rights of each class of stockevies thereof and the qualifications, limitationmsrestrictions of such preferences and/or rigsthe
case of uncertificated shares, pursuant to 8§1%f(fhe DGCL, the notice contemplated in this paapdrshall be sent to the registered owner of
shares and shall contain a statement that the @ipo will furnish without charge to each stoclder who so requests the powers, designa
preferences and relative participating, optionalotiver special rights of each class of stock oresethereof and the qualifications, limitations
restrictions of such preferences and/or rights.
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ARTICLE VIIL.
RECORD DATES AND DIVIDENDS

Section 8.01. Record Dateés order that the Corporation may determinestioekholders entitled to notice of or to v
at any meeting of stockholders or any adjournmiesrtetof, or to express consent to corporate actiomriting without a meeting, or entitled to rece
payment of any dividend or other distribution olo&hent of any rights, or entitled to exercise aights in respect of any change, conversio
exchange of stock or for the purpose of any otheful action, the Board from time to time may fix,advance, a record date, which shall be no
than ten (10) days or more than sixty (60) daystecthe date of the proposed meeting or othermaci@nly those stockholders of record on the da
fixed shall be entitled to any of the foregoinghts; notwithstanding the transfer of any such stmckhe books of the Corporation after such re
date fixed by the Board. If no record date isdixs the Board:

(a) The record date for determining stockholders exttitb notice of or to vote at a meeting of the ldtodders shall be at the close of busines
the date next preceding the day on which notiggvien, or, if notice is waived, at the close of ibess on the day next preceding the da
which the meeting is held;

(b) The record date for determining stockholders exttitb authorize corporate action in a particuldttem consent without a meeting shall bt
if preceded by a Board action, the day on whicthsaation was taken, or (ii) in any other cases,dne on which the first stockholder si
such written consent; and

(c) The record date for determining stockholders for ather purpose shall be at the close of businegbe day on which the Board adopts
resolution relating thereto.

A determination of stockholders of record entittedhotice of or to vote at a meeting of stockhaddghnall apply to any adjournment of the mee
provided, however, thatthe Board may fix a new record date for the adjedrmeeting.

Section 8.02. Dividend§ he Board at any regular or special meeting aegtare dividends payable out of the sur
of the Corporation whenever in the exercise oflisgretion they may deem such declaration advisaBleh dividends may be paid in cash, prop
or shares of the Corporation.

ARTICLE IX.
MISCELLANEOUS CORPORATE POWERS AND RESTRICTIONS

Section 9.01. Execution ddttnments Generally Subject to such approval of the Board as masehaired under tt
circumstances (if any), and except as otherwiseiged by the Certificate, these Byws or Applicable Law, the Chairman, Vice Chairm@mie!
Executive Officer, Chief Financial Officer, PresidgSecretary or Treasurer from time to time maigeimto any contract or execute and deliver
instrument in the name and on behalf of the Cotmraand may authorize and direct any other of{&eor agent(s) to do so. Except as other
provided by Applicable Law or the Certificate, tBeard may authorize any officer(s) or agent(s)riteeinto any contract or execute and deliver
instrument in the name and on behalf of the Cotpmra Any such authorization may be general offioenl to specific instances and may be exclt
to one or more officers or other persons.

Section 9.02. Transactionthvimterested PartiesNo contract or transaction between the Corpomnagind one or mo
of its stockholders, directors, officers or emplegeor between the Corporation and any other catipor, partnership, association or other enti
which one or more of the Corporation's stockholddiectors, officers or employees are stockholdéirgctors, officers or employees or othen
have a financial interest, shall be void or voigatblely for this reason, or solely because theksider, director, officer or employee is presanoi
participates in the meeting of the Board or a Cottemithereof authorizing the contract or transagctar solely because his or their votes are col
for such purpose, if:

(a) the material facts as to his relationship or irger@nd as to the contract or transaction are disdlaor are known to the Board or s
Committee, and the Board or such Committee in da@l authorizes the contract or transaction byéfiemative votes of a majority of tl
disinterested directors, even though the disintedegirectors be less than a quorum;
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(b) the material facts as to his relationship or irdesnd as to the contract or transaction are disdl@r are known to the stockholders entitle
vote thereon, and the contract or transactionesifipally approved in good faith by vote of theddtholders;

(c) the contract or transaction is fair to the Corporats of the time it is authorized, approved difieal by the Board, a Committee thereof or
stockholders; or

(d) the contract or transaction is otherwise pssible under Applicable Law.

Common or interested directors may be counted fargdening the presence of a quorum at a meetingeBoard or a Committee thereof authori:
the contract or transaction.

Section 9.03. Depositall funds of the Corporation not otherwise emyad shall be deposited from time to time t
credit in such banks, trust companies or othemfired institutions or depositaries as the Boardai@han, Vice Chairman, Chief Executive Offic
President or Chief Financial Officer may selectasrmay be selected by any officer or officers gerd or agents authorized so to do by the B
Chairman, Vice Chairman, Chief Executive Officere$tdent or Chief Financial Officer. Endorsemebotsdeposit to the credit of the Corporatiol
any of its duly authorized depositaries shall balenaa such manner as the Board, Chairman, Vicer@®aa, Chief Executive Officer, Presiden
Chief Financial Officer from time to time may detene.

Section 9.04. Checks, Nofes,. All checks, drafts or other orders for the paptnef money and all notes or ot
evidences of indebtedness issued in the name dféhgoration shall be signed by such officer(s)pkayee(s) or agent(s) of the Corporation, ar
such manner, as from time to time shall be detezthiby the Board, the Chairman, the Chief Execu@fficer, the Vice Chairman or the Ch
Financial Officer.

Section 9.05. Proxie®roxies to vote the shares of stock of othepaa@tions owned of record or beneficially by
Corporation may be executed and delivered from torténe on behalf of the Corporation by any Exaeibr by any other person or persons there
authorized by the Board or any Executive. Any Exige may instruct any subordinate person or persanappointed as to the manner of exerc
such powers and rights, and may execute or cause texecuted in the name and on behalf of the Catipo and under its Corporate Sea
otherwise, all such written proxies, powers of iy or other written instruments as he may deetessary in order that the Corporation may exe
such powers and rights.

Section 9.06. Fiscal Yearhe fiscal year of the Corporation shall betilielve (12) month period ending Decembe
of each year or such other period as shall be miéted by the Board.

Section 9.07. Corporate Sed@he corporate seal shall be circular in form ahdll bear the name of the Corpora
and words and figures denoting its organizationeurtde laws of the State of Delaware and the yeebf and otherwise shall be in such form as
be approved from time to time by the Board.

ARTICLE X.
AMENDMENTS AND INTERPRETATION

Section 10.01. AmendmenfBhese Bykaws may be amended, restated, replaced or repealddamended, restatec
new Bylaws may be adopted, in whole or in part, (a) byoacof the stockholders of the Corporation, or flg)action of the Board. Any provisi
adopted by such stockholders or Board may be andemdepealed from time to time by the Board ocktmlders, respectively.

Section 10.02. Notices, ElegicoMessages, Copies, EtcAny notice, proxy, request, demand or other duoent o
communication required or permitted under theseLBys may be sent by: (a) cable, email (including atiachment thereto), fax, internet, netw
posting, S.W.L.LF.T. wire telex, tested telex, dnestelectronic transmission (each an " Electrorgtivi@ry "), providedthatan Electronic Delivery ce
only be used for a notice to a stockholder (in drisher capacity as stockholder) to the extent piechiby the DGCL (which among other thil
currently requires that such stockholder has cdaeseto the specific contemplated form of ElectroDiivery in accordance with the DGCL); or
U.S. Mail, national overnight courier, messengeottier means of physical delivery (* Physical Detix"). A copy (including, without limitation, tf
printout of any item retained in reproducible foimany computer or other technological storage)any document or communication may
substituted for the original for any purpose forigththe original document or communication couldulsed if on its face it appears to be a reaso
complete reproduction of the entire original docatrer communication.
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Section 10.03. Number and Gendgach definition in these Blyaws of a singular capitalized term or other wor
phrase also shall apply to the plural form of sterin, word or phrase, and vice versa, and all egfegzs in these Blaws to the neuter gender shal
deemed to include reference to the feminine or olasxzgender, and vice versa, and to a singulamquro shall be deemed to include a reference 1
plural variation thereof, and vice versagimchcaseas the context may permit or require.

Section 10.04. Section and Otieadings The table of contents (if any), section and otieadings contained in the
By-Laws are for reference purposes only and slutlbffect the meaning or interpretation of theselByvs.

Section 10.05. Severabilityn case any one or more of the provisions coethiin these By-aws shall be finall
determined to be superseded, invalid, illegal beowvise unenforceable pursuant to Applicable Lavalmpurt or other governmental authority ha
jurisdiction and venue, that determination shatlingpair or otherwise affect the validity, legaliby enforceability (a) by or before that authowtfythe
remaining terms and provisions of these [Byws, which shall be enforced as if the unenforteeédrm or provision were deleted, or (b) by orde
any other court or governmental authority of anyhef terms and provisions of these By-Laws.

Section 10.06. Conflicting Pigions of the Certificatef Incorporation and Applicable Law The terms and provisic
of these Bytaws are each subject to the relevant terms andgioas of the Certificate and Applicable Law, andhe event that any term or provis
of these Bytaws conflicts or is inconsistent with any termpoovision of the Certificate or Applicable Law, tterm or provision of the Certificate
Applicable Law shall control and be given effect.

Section 10.07. Applicable Lawhese By-aws shall be governed by and construed in accosdaith (a) the DGC
and any other applicable law of the State of Defavea the United States of America, including (with limitation) (i) any state or other governme
law, statute, ordinance, rule, regulation, requiatnor restriction applicable to these Bgws or the Corporation's governance, (ii) any gialj
administrative or other governmental order, injioctwrit, judgment, decree, ruling, finding or ettdirective applicable to these Bgws or bindin
upon the Corporation's governance, and (iii) comrem or other legal precedent applicable to theged 8wvs or binding upon the Corporatic
governance, and (b) any charter, rule, regulatiootiver organizational or governance document gfraational securities exchange or market in w
the shares of the Corporation are traded or otbléregulatory or governing body or organizatiorplgable to the Corporation; ieachcaseas thi
same may be adopted, supplemented, modified, arderetgated or replaced from time to time or anyexponding or succeeding provisions the
(all of the foregoing in this Section will be refed to collectively as " Applicable Laly.

Section 10.08. Ndéixclusive Provisions It is intended that the rights, powers, privdsgand duties (if any) of t
Corporation or the stockholders, directors or @ifficof the Corporation set forth in the Certificatehese Byl-aws are in addition to and shall not li
(except as otherwise expressly provided in theif@ate or these By-aws) any other applicable right, power, privilegieduty (if any) under tt
Certificate, these By-Laws, any Committee Chartekgplicable Law.

As Amended Through November 10, 2011 SPAR Group By-Laws
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Exhibit 10.6:
AGREEMENT OF AMENDMENT
T0
REVOLVING LOAN AND SECURITY AGREEMENT
AND OTHER DOCUMENTS

This Agreement of Amendment to Revolvlrman and Security Agreement And Other Documemg@ement") is dated as of Septembs
2011, and effective as of June 1, 204ipongSTERLING NATIONAL BANK, having offices at 500 Seventh Avenue, New York N¥0184502
(" Sterling " ), CORNERSTONE BANK , having offices at 6000 Midlantic Drive, Suite 1208t Laurel, NJ 08054 (Cornerstone"), and any othe
entity becoming a Lender pursuant to the Loan Agese (defined below) are collectively referred ® the“Lenders” and individually as a
Lender; " and Sterling as the Agent for the Lenders as wasllacting for the benefit of Lendefs Agent "); SPAR Group, Inc ., a Delawar
corporation("SGRP") , SPAR Incentive Marketing, Inc ., a Delaware corporatiolA Merchandising Co., Inc ., a California corporation (as
original borrower and as successor to, by mergéhn,vRivotal Sales Company, a California corporatiod also an original borrower)National
Assembly Services, Inc.a New Jersey corporation, (f/k/a Retail Informatitmc.), an Ohio corporatiotf§PAR Group International, Inc., SPAR
Acquisition, Inc., andSPAR Trademarks, Inc., each a Nevada corporation, &@AR Marketing Force, Inc., a Nevada corporation (as an orig
borrower and as successor to, by merger with, SBARbyne Retail Services, Inc., and SPAR, Inc.headNevada corporation and an orig
borrower) (together with SGRP, either separateiyntly, or jointly and severally, Borrower "); all having an address of 560 White Plains R&&ulte
210, Tarrytown NY 10591.

RECITALS

A. Borrower has executed and delivered @ertain Secured Revolving Loan Note dated JuBO&O, in the original maximum princi
sum of Five Million Dollars ($5,000,000.00) payaltie the order of Sterling, and (ii) a certain SeduRevolving Loan Note dated July 6, 2010, ir
original maximum principal sum of One Million Fidéundred Thousand Dollars ($1,500,000.00) payablettte order of Cornerstone (collective
"Note").

B. In connection with the execution amdiviery of the Note and to secure payment and padace of the Note and other obligation
Borrower to Lenders, the Lenders and Borrower hexecuted, among other things, a Revolving LoanSexclrity Agreement dated effective Jul
2010 ("Loan Agreement").

C. In addition to the foregoing documermebert G. Brown and William Bartels (jointly aséverally "Guarantor") have execute
certain Limited Continuing Guaranty effective J6ly2010, as to the obligations of Borrower to Lasd¢he "Guaranty").

D. In addition to the foregoing documetit® Borrower, Lenders and Guarantor have exeauteklivered other collateral agreeme
certificates and instruments perfecting or otheewislating to Loan Agreement and the security @dir created thereunder. For purpose
convenience, the Note, Loan Agreement, Guaramy, ralated collateral agreements, certificates iagtftuments are collectively referred to as
"Loan Documents”.




E. Borrower has requested and Lendere lzyeed to a modification of the loan evidencedti®y Note and subject to the L¢
Documents.

F. Lenders and Borrower wish to clartgit rights and duties to one another as set forthe Loan Documents.

NOW, THEREFORE, in consideration of the promises, covenants anceratandings set forth in this Agreement and theefisnto be
received from the performance of such promisesegants and understandings, and for other good aheible consideration, the receipt
sufficiency of which is hereby acknowledged, thetipa agree as follows:

AGREEMENTS

1. Lenders and Borrower reaffirm, consant agree to all of the terms and conditions ef tloan Documents as binding, effective
enforceable according to their stated terms, exiefhte extent that such Loan Documents are hezgpsessly modified by this Agreement.

2. In the case of any ambiguity or indstesicy between the Loan Documents and this Agragntee language and interpretation of
Agreement is to be deemed binding and paramount.

3. The Loan Documents (and any exhibiesdto) are hereby amended as follows, effectivef dane 1, 2011:

A. As to the Loan Agreement:

(i) The following is added to tHREFINITIONS section:
“Letter of Credit" — as defined in Section 1.10
(i)  The last sentence Bubsection 1.1(a)s hereby amended and restated to read as follows:

The full amount of outstanding principal and ingtren account of the Revolving Loan is to be p&yain the
earlier of (i) July 6, 2013, (ii) as provided intfste 14 of this Agreement or (iii) upon a Defaak provided in this
Agreement.

(iii) The first paragraph slbsection 1.1(b)s hereby amended to read as follows:

1.1(b) The term "Borrowing Base" means an amogogkto the lesser of (i) Six Million Five Hundrdthousand
($6,500,000.00) Dollars or the sum of (ii) up ighty-five (85%) percent of the face amount of Berrower's
"Qualified Accounts" plus (iii) the lesser of (Apuo sixty-five percent (65%) of the face amounttad Borrower's
otherwise Qualified Accounts which are unbilled fimt more than up to 60 days following completidrservice or
product, or (B) $2,000,000.00, but which, in n@m®ly shall exceed fifty (50%) percent of the BorirmgvBase (in
each case all less reserves determined by Ageatia@rtising allowances, warranty claims and otueitingencies)
as that term is defined in this Agreement, plu$ (ip to Five Hundred Thousand Dollars ($500,000dfthe full

unpaid and outstanding balance of any standbyr$ettecredit which Lenders in their sole and abolliscretion
may issue on account of the Borrower, which lettérsredit are to be fully and separately cashatethlized.




(iv)
v)

[Intentionally Omitted]

The following is added &Section 1.10:

Section 1.10 Letters of Credit

1.10(a) Within the Revolving Loan and subject tatis 1.1(b), Lenders agree to assist the Borrawebtaining
standby letters of credit in an aggregate undramoumt outstanding at any time not to exceed theuanof
$500,000.00 (each, a "Letter of Credit"). The tefonm and purpose of each Letter of Credit andladumentation

in connection therewith, and any amendments, nuatifins or extensions thereof, must be acceptable t
Lenders. Notwithstanding any other provision a$ thgreement to the contrary, if a Default or aemvof Default
has occurred and remain outstanding, Lenders'tasses will not be available in connection with alogtter of
Credit.

1.10(b) The Borrower hereby authorizes Lenders, withouicead the Borrower, to treat as an advance uriger t
Revolving Loan with the amount of all indebtedndgsilities and obligations of any kind incurre¢ benders
under a Letter of Credit application for a LettéGredit or other like documents, including the ies of Lenders
as an issuing bank, as such indebtedness, liabikthd obligations are charged to or incurredf @ailier, upon the
occurrence of an event of Default. Any amount chdrtp the Revolving Loan for the Letter of CreditlWOT
incur interest but will be fully secured by the 2t¢ral which may be segregated or allocated bydeenso that the
full amount of Lenders' liability under each Lett#rCredit is fully cash collateralized. Borrowesnfirms that any
charges which Lenders may make to the Revolvinghlamprovided herein will be made as an accommuuadi
the Borrower and solely at Lenders' reasonableetiso.

1.10(c) The Borrower unconditionally indemnifies Lenderadaholds Lenders harmless from any and all loss,
claim or liability incurred by Lenders arising froamy transactions or occurrences relating to arjet ef Credit
established or opened for the Borrower's accoum, €ollateral relating thereto and any drafts areatances
thereunder, and all Debt thereunder, including smgh loss, claim or liability arising from any @rr omission,
negligence, misconduct or other action taken bydees, other than for any such loss, claim or ligb#rising out

of the bad faith, gross negligence or willful miedact by or attributable to Lenders with respecatbetter of
Credit or any endorsements, drafts or acceptargasing to the Letter of Credit. This indemnityrgues the
termination of this Agreement and the repaymerhefDebt.




(vi)

1.10(d) Lenders are not responsible for: (ahe validity, sufficiency or genuineness of docuiserlating to any
Letter of Credit or of any endorsements thereomne¥ such documents should in fact prove to barig or all
respects invalid, insufficient, fraudulent or fodgeg(b) any deviation from instructions; or (c)any breach of
contract;_ineachcaseother than for any loss, claim or liability arisimgit of the bad faith, gross negligence or
willful misconduct by or attributable to Lenderstiwirespect to a Letter of Credit or any endorsemethafts or
acceptances relating to the Letter of Credit.

1.10(e) The Borrower agrees that any action tdlkehenders, if taken in good faith by Lenders, avithout any
gross negligence or willful misconduct by or atiititble to Lenders, under or in connection withlteger of Credit
or any endorsements, drafts or acceptances relatitige Letter of Credit will be binding on the Bawer and will
not result in any liability whatsoever of Lendeosthe Borrower. Lenders have the full right andhatity, to (a)
clear and resolve any questions of non-compliarfcdosuments, (b) give any instructions as to ace or
rejection of any documents, (c) grant any exterssaithe maturity of, time of payment for, or timmepresentation
of, any drafts, acceptances, or documents, anadgde to any amendments, renewals, extensions fioaidins,
changes or cancellations of any of the terms oditimms of any of the applications, the Letter a&dit, or drafts or
acceptances relating to the Letter of Credit. legadare entitled to comply with and honor any afidsach
documents or instruments executed by or receiviysfsom Lenders, without any notice to or any sent from
the Borrower. Notwithstanding any prior course of conduct or dephwith respect to the foregoing (including
amendments to and non-compliance with any documant¥or the Borrower’s instructions with respéwreto),
Lenders may exercise rights under Section 1.1(hdir tsole but reasonable business judgment. litiaddthe
Borrower agrees not to: (a) at any time, (i) gramy extensions of the maturity of, time of paymfemf or time of
presentation of, any drafts, acceptances or doctsnen (i) agree to any amendments, renewals,nsidas,
modifications, changes or cancellations of anyhefterms or conditions of any of the applicatidredfer of Credit,
drafts or acceptances; and (b) if an event of Defaas occurred, (i) clear and resolve any questiofnon-
compliance of documents or (ii) give any instrug@s to acceptances or rejection of any documents.

The following new sentence is added toeth@ of Section 6.20(f):

For the purposes of this subsection, the amouatleédnces outstanding on account of the Revolvirenlshall be
deemed to include the advanced face amount oflssttér of Credit.




(vii)

(viii)

(ix)

The following is added asibsection 6.20(i)

Borrower is to pay Agent, for the ratable benefitenders, such customary Letter of Credit feedttierapplication
and issuance thereof as charged by Lenders fromttrtime, payable upon demand therefor by Lend8tgh fees
include a fee of two (2%) per cent of the full ambaf each Letter of Credit. Such fees are deeraedgeel in full on
the date when same is due and payable hereunder@ambt subject to rebate or pro ration upon teation of this
Agreement for any reason.

The first sentence @ection 7.15s hereby amended to read as follows:

The Borrower is not to cause or permit their combimangible Net Worth to be less than $3,400,0009®f
December 31, 2011, and to increase by less than (80%) percent of their combined net profit eacar
thereafter; SGRP is not to cause or permit theaafeed Tangible Net Worth of SGRP and its Sulssids to be
less than $4,800,000.00 as of December 31, 201d,t@rincrease by less than fifty (50%) percent odirt
consolidated net profit each year thereafter.

The first sentence sfibsection 14.1s hereby amended to read as follows:

The Revolving Loan terminates July 6, 2013, andmatically renews on each anniversary thereof fimcsssive
one (1) year periods thereafter in the absence Default and notice of non-renewal from Agent, gsl€a)
terminated earlier pursuant to Section 10.1 her@fterminated by Agent by not less than nine§) @ays written
notice of termination prior to a Termination Date(o) terminated by Borrower pursuant to Sectiom214ereof,
whichever termination occurs first . "TerminatiDate" shall mean the earliest date on which theoReg Loan
(i) is not so automatically renewed, (ii) is sondémated pursuant to Section 10.1, or (c) is so ieated by Agent or
Borrower.

B. As to the Guaranty

0

Subsection 1.7(a)s hereby amended to read as follows:

(a) The liability of the Guarantor settfoin this Guaranty is not to exceed, in the aggte, the principal

sum of One Million Two Hundred Fifty Thousand Deo#a($1,250,000.00) at any time outstanding less any

payments made on account thereof by the Guarahtsrpy expenses referred to in Sections 1.3, 11560




(i) Article 7 is hereby amended to read as follows:

ARTICLE 7. FINANCIAL STATEMENTS

The Guarantor agrees to provide to Lenders (a)opatdinancial statements, in such form otherwisguired by

Lenders, on an annual basis at the same time &cotiewer is required to submit its annual finahsiatements to
Lenders (.e., within 120 days after each year's end), and {fherequest of Agent, a copy certified by Guasant
of his then current federal income tax return witfifteen (15) days of the later of the filing @free or such request.

4, Borrower and Lenders acknowledge phasuant to the provisions of Section 6.7(0) ofltban Agreement, Lenders hereby request thal
be provided with copies of (a) Borrower's 2010 efadlincome tax returns promptly following its tilpmdiling and (b) Borrower's extension requesi
the filing of such 2010 federal tax returns.

5. Borrower, Guarantor and Lenders ackadge that Guarantor has failed to comply with ghevisions of Article 7 of the Guaranty by faili
to provide to Lenders copies of their2010 persdinaincial statements at the same time as requited Borrower (i.e., within 120 days after yea
end) and such statements were in fact given toraceived by Lenders in June of 2011. Subject éocthntinued satisfaction at all times of the ¢
representations, warranties, covenants and othaditcans set forth in this Agreement and Loan Doeuats, each Lender hereby agrees to v
forever the foregoing Default and its exercise ofoecement of its rights and remedies under thenLDacuments and applicable law on acc
thereof. Except for such express waivers, no waif@bearance, delay or inaction by Lenders in élxercise of its rights and remedies, ani
continuing performance under the Loan Agreement laseh Documents: (a) constitutes a modificatiorapralteration of any of the other ter
conditions or covenants thereof, all of which remiai full force and effect; or (b) constitutes aives, release or limitation upon Lender's exeroi
any of its other rights and remedies thereundéanfalhich are hereby expressly reserved (othen thaespect of such express waivers); or (c) vek
or releases the Borrower or Guarantor from anyeirtrespective duties, obligations, covenantsgoe@ments under the Loan Agreement and the
Loan Documents.

6. Except as otherwise set forth in pexplds 4 and 5 above, Borrower and the Guarantaesept and warrant that there are no Def
pursuant to or defined in any of the Loan Documents

7. The Borrower, Guarantor and Lendefsawledge and agree that this Agreement is a LoacuBent. Accordingly, this means that (am
other things) any default, breach or failure on plaet of either the Borrower or the Guarantor tofguen any covenant or condition under either
Agreement or any document executed in connectigh thiis Agreement would be (subject to the givirfgaay applicable notice, obtaining ¢
required knowledge or expiraton of any applicalvkecg period) a Default under (and as defined ie)uban Agreement.




8. Except to the extent expressly modibgdr waived under this Agreement, all represémmatand warranties made by Borrower and Guar
to Lenders in the Loan Documents are hereby refead true, complete and correct in all materispeets as of the dates referenced therein (if
and all covenants made by Borrower and Guaranttetalers in the Loan Documents are hereby affiinre@ach case as if made expressly in
Agreement.

9. Except as otherwise provided hereia,ltban Documents shall continue in full force afféa, in accordance with their respective termse
parties hereto hereby expressly confirm and reaféill of their respective liabilities, obligationduties and responsibilities under and pursuastic
Loan Documents as amended hereby and consent terthe of this Agreement. Capitalized terms usethis Agreement which are not otherw
defined or amended herein have the meaning asdtilee€elto in the Loan Documents.

10. The parties agree to sign, deliver dledany additional documents and take any othepm@stthat may reasonably be required by Len
including, but not limited to, affidavits, resolatis, or certificates, for a full and complete canswation of the matters covered by this Agreement.

11. This Agreement is binding upon, inureshie benefit of, and is enforceable by the hgiessonal representatives, successors and assigme
parties. This Agreement is not assignable by Beeroor Guarantor without the prior written consefitLenders;_provided however, that this
Agreement shall be deemed to be assigned with ssigranent of the Loan Agreement.

12. To the extent that any provision of thgzeement is determined by any court or legiskatorbe invalid or unenforceable in whole or péties
in a particular case or in all cases, such promisiopart thereof is to be deemed surplusagehalf dccurs, it does not have the effect of rendeaim
other provision of this Agreement invalid or unecfable. This Agreement is to be construed andreed as if such invalid or unenforcee
provision or part thereof were omitted.

13. This Agreement may only be changed oeratad by a written agreement signed by all of #wtigs. By the execution of this Agreem
Lenders are not to be deemed to consent to angefagmewal or extension of the Revolving Loan cah®@ocuments.

14. This Agreement is governed by and isga@onstrued and enforced in accordance with ldnes of New York as though made and to be -
performed in New York (without regard to the cocili of law rules of New York that would defer t@ tbubstantive laws of any other jurisdiction).

15. The parties to this Agreement acknowdetligit each has had the opportunity to consultpedeéent counsel of their own choice, and that
has relied upon such counsel's advice concernisgdtireement, the enforceability and interpretatibrthe terms contained in this Agreement anc

consummation of the transactions and matters cavgyrehis Agreement.

16. The Borrower agrees to pay all reas@natibrneys' fees incurred by Lenders in conneatiitim this Agreement (in addition to those othess
payable pursuant to the Loan Agreement), which éeego be paid as of the execution hereof.

17. In consideration of this Agreement, Barer is to pay to Lenders a fee of $3,500.00, pleyapon the execution of this Agreement.




THE BORROWER, FOR ITSELF AND ITS SUBSIDIARIES (IF A NY), THE GUARANTOR AND THE LENDERS HEREBY
WAIVE ALL RIGHTS TO A TRIAL BY JURY IN ANY LITIGATI ON RELATING TO THIS AGREEMENT OR THE DEBT AS AN
INDUCEMENT TO THE EXECUTION OF THIS AGREEMENT.

[signatures appear on the following page]




IN WITNESS WHEREOF , the parties have signed this Agreement.

Witness:

s/ Marc J. Pedalin¢
Print Name: Marc Pedalino
Title: Administrative Assistant

(BORROWER)

SPAR GROUP, INC

SPAR INCENTIVE MARKETING, INC.
PIA MERCHANDISING CO., INC.
NATIONAL ASSEMBLY SERVICES, INC.

SPAR/GROUP INTERNATIONAL, INC.
SPAR ACQUISITION, INC.

SPAR TRADEMARKS, INC.

SPAR MARKETING, INC.

By: /s/ James R. Segre
James R. Segret«

Chief Financial Officer,
Treasurer and Secreta
(As to all Borrower entities’

(AGENT/LENDER)

STERLING NATIONAL BANK

By: /s/ Marline Alexandet
Marline Alexander
Vice President

(LENDER)
CORNERSTONE BANK
By: /s/ John V. Lavin

John V. Lavin
Vice President




REAFFIRMATION OF GUARANTY

The undersigned Guarantor of the obligations oBbgower to Lenders pursuant to instrument of itédiContinuing Guaranty effective J
6, 2010 (“Guaranty”hereby acknowledges and consents to the transaatislemplated by the attached Agreement and reedfthat the covenan
representations and warranties contained in theagdta(as and to the extent amended by the attaéheskment) are absolute, unconditional ar
full force and effect.

Witness:
/s/ Marc J. Pedalino /s/Robert Brown
Print Name: Marc J. Pedalino ROBERT BROWN
[s/ Marc J. Pedalino /s/ William Bartels
Print Name: Marc J. Pedalino WILLIAM BARTELS
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STATE OF

SS.:
COUNTY OF

BE IT REMEMBERED |, that on this day of , 20&igore me, the subscriber, personally appead&MES R.
SEGRETO who, | am satisfied, is the person who signedattiein document as Chief Financial Officer, Treasuend Secretary oSPAR GROUP
INC., SPAR INCENTIVE MARKETING, INC., PIA. MERCHAND ISING CO., INC., NATIONAL ASSEMBLY SERVICES, INC,,
SPAR/GROUP INTERNATIONAL, INC., SPAR ACQUISITION, I NC., SPAR TRADEMARKS, INC., and SPAR MARKETING, INC. , the
corporations ("Corporations") named therein and g@rson thereupon acknowledged that he is audttbtizsign the within document on behalf of
Corporations and that the said document made bZtnporations was signed, sealed and deliverethibyperson as such officer and is the volur
act and deed of the Corporations, made by virtueudiority from their Board(s) of Directors.
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STATE OF )
COUNTY OF )ss:

On , 2011, before me, thecsbbr, a of the Sithate , personi
appearedRobert Brown andWilliam Bartels who, | am satisfied, are the persons who signectimexed Agreement and | having first made know
them the contents thereof, they acknowledged tteat signed, sealed and delivered the same asvibleintary act and deed for the uses and pur|
therein expressed.
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SPAR Group, Inc.
List of Subsidiaries

100 % Owned Subsidiaries

SPAR Acquisition, Inc.

SPAR Bert Fife, Inc. (inactive)

SPAR Canada Company

SPAR Wings & Ink Company

SPAR Canada, Inc.

SPAR Group International, Inc.

SPAR International Ltd.

SPAR Marketing Force, Inc.

SPAR Megaforce, Inc. (inactive)

SPAR Trademarks, Inc.

SPAR Merchandising Romania, Ltd. (inactive)
SPAR China Ltd.

SPAR FM Japan, Inc.

SPAR (Shanghai) Field Marketing Ltd. (inactive)
NMS Retail Services, UL(

National Assembly Services, Ir

51% Owned International Subsidiaries

SGRP Meridian (Pty), Ltd.

SPARFACTS Australia (Pty), Ltd.

S.C. SPAR City S.R.L.

SPAR (Shanghai) Marketing Management Company Ltd.
SPAR TODOPROMO, SAPI, de CV

NDS SPAR Tanitium ve Danismanlik Anonim £

SPAR KROGNOS Marketing Private Limited (formerlydwn asSPAR Solutions Merchandising
Private Limitedand mistakenly referenced in the SGRP 2010 AnnegbR asSPAR Solutions India

Private Limited)

Exhibit 21.1

State/Country of Incorporation

Nevad:

Nevad:

Nova Scotia, Canas
Nova Scotia, Canas
Nevad:

Nevad:

Cayman Islanc
Nevad:

Nevad:

Nevad:

Romani:

Chine

Japal

Chine

Nova Scotia, Cana
New Jerse

Country
South Africe

Australic
Romani:
Chine
Mexica
Turkey

India



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the use of our report dated Marcl2@02, with respect to the consolidated finandiaiesnents and schedules of SPAR Group,
Inc. and Subsidiaries for the years ended DeceBihe2011 and 2010 included in its Annual ReporForm 10-K for the year ended December 31,
2011, and to their use (directly or through incogtion by reference), and to the reference to dum Einder the caption “Experts” (if applicable), in
each of the following: the Registration Statenmmmform S-8 (No. 338+377) pertaining to the 1995 Stock Option Plas;Registration Statement
Form S-8 (No. 333-53400) pertaining to the Spdeiajpose Stock Option Plan; the Registration Stateferm S-8 (No. 333-73000) pertaining to the
2001 Employee Stock Purchase Plan; the Registr8tia@ment on Form S-8 (No. 333-73002) pertaimntpé 2000 Stock Option Plan; the
Registration Statement on Form S-8 (No. 333-152p@étrining to the SPAR Group, Inc. 2008 Stock Cengation Plan; the Registration Statement
on Form S-8 (No. 333-72998) pertaining to the 2G@hsultant Stock Purchase Plan of SPAR Group, the.Registration Statement on Forn3 §No.
333-162657) pertaining to the registered offerind aale of certain shares of common stock of SPASuUG Inc.; the Registration Statement on Form
S-8 and Annual Report on Form 11-K pertaining ®401(k) Plan expected to be filed in 2012; andheatated Prospectus, Supplemental Prospectus
or Summary Description.

/s/ Rehmann Robson

Troy, Michigan
March 20, 2012



Exhibit 23.Z
Consent of Independent Registered Public Accountingirm

We consent to the use of our report dated Mar@962, with respect to the financial statementssatedules of SPAR KROGNOS
Marketing Private Limited (formerly known &°AR Solutions Merchandising Private Limitewl mistakenly referenced in the SGRP 2010 Annual
Report asSPAR Solutions India Private Limitgdncluded by SPAR Group, Inc., its ultimate méjoshareholder, in the consolidated financial
statements and schedules of SPAR Group, Inc. absi@aries for the years ended December 31, 20d2@mh0 included in its Annual Report on F¢
10-K for the year ended December 31, 2011, andeiv tise (directly or through incorporation by refece), and to the reference to our Firm under the
caption “Experts” (if applicable), in each of th@léwing: the Registration Statement on Form :8.(333-07377) pertaining to the 1995 Stock
Option Plan; the Registration Statement on Form(8e8 333-53400) pertaining to the Special Purgdsek Option Plan; the Registration Statement
Form S-8 (No. 333-73000) pertaining to the 2001 Exyge Stock Purchase Plan; the Registration StateareForm S-8 (No. 333-73002) pertaining
to the 2000 Stock Option Plan; the Registratioteédt@nt on Form S-8 (No. 33%2706) pertaining to the SPAR Group, Inc. 200&s©ompensatic
Plan; the Registration Statement on Form S-8 (188-&998) pertaining to the 2001 Consultant StagicFase Plan of SPAR Group, Inc.; the
Registration Statement on Form S-3 (No. 333-162@8Ttgining to the registered offering and saleesfain shares of common stock of SPAR Group,
Inc.; the Registration Statement on Form S-8 anduahReport on Form 11-K pertaining to the 401 (lanRexpected to be filed in 2012; and each
related Prospectus, Supplemental Prospectus or Soyribescription.

/s/ Nitin Mittal and Co.

New Delhi, India
March 20, 2012



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Gary S. Raymond, certify that:

1. | have reviewed this annual reportFamm 10-K for the year ended December 31, 2015 (tt@port”), of SPAR Group, Inc. (tt
“registrant”);

2. Based on my knowledge, this reportsdogt contain any untrue statement of a mater@ldaomit to state a material fact neces
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period covere
this report;

3. Based on my knowledge, the finandialesnents, and other financial information includedhis report, fairly present in all matel
respects the financial condition, results of operstand cash flows of the registrant as of, amngtfe periods presented in this report;

4, The registrar®t’other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures {
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportireg defined in Exchange Act Rules 115(f) anc
15d-15(f)) for the registrant and have:

(@) Designed such disclosure controt$ mrocedures, or caused such disclosure contralpeortedures to be designed ui
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries, is made known to u
others within those entities, particularly durithg toeriod in which this report is being prepared,;

(b) Designed such internal control overafcial reporting, or caused such internal conteér financial reporting to |
designed under our supervision, to provide readeregsurance regarding the reliability of financgorting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteant’s disclosure controls and procedures and preséntai report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyeatlis report based on such evalua
and

(d) Disclosed in this report any changethe registrang internal control over financial reporting thatcomed during th

registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regisir's internal control over financial reporting;dan

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(wspersons performing the equivalent functions):

(a) All significant deficiencies and maa weaknesses in the design or operation of i@lecontrol over financial reportii
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial information; and

(b) Any fraud, whether or not materidiat involves management or other employees who lagenificant role in tF

registrant’s internal control over financial repogt

Date: March 21, 2012 /s/ Gary S. Raymond
Gary S. Raymond, Chief Executive Officer




Exhibit 31.z

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANTO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James R. Segreto, certify that:

1. | have reviewed this annual reportFamm 10-K for the year ended December 31, 2015 (ttd@port”), of SPAR Group, Inc. (tt
“registrant”);

2. Based on my knowledge, this reportsdogt contain any untrue statement of a mater@ldaomit to state a material fact neces
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period covere
this report;

3. Based on my knowledge, the finandialesnents, and other financial information includedhis report, fairly present in all matel
respects the financial condition, results of operstand cash flows of the registrant as of, amngtfe periods presented in this report;

4, The registrar®t’other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures {
defined in Exchange Act Rules 13a-15(e) and 15@))%(nd internal control over financial reportireg defined in Exchange Act Rules 115(f) anc
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls prodedures, or caused such disclosure controlperaedures to be designed ur
our supervision, to ensure that material informatielating to the registrant, including its condated subsidiaries, is made known to u
others within those entities, particularly durithg toeriod in which this report is being prepared,;

(b) Designed such internal control overafcial reporting, or caused such internal conteér financial reporting to |
designed under our supervision, to provide readeregsurance regarding the reliability of financgorting and the preparation of finan
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of thgsteant’s disclosure controls and procedures and preséntai report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyeatlis report based on such evalua
and

(d) Disclosed in this report any changethe registrang internal control over financial reporting thatcomed during th

registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regisir's internal control over financial reporting;dan

5. The registrarst’other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(wspersons performing the equivalent functions):

(a) All significant deficiencies and maa weaknesses in the design or operation of i@lecontrol over financial reportii
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial information; and

(b) Any fraud, whether or not materidiat involves management or other employees who lagenificant role in tF
registrant’s internal control over financial repogt

Date: March 21, 2012 /sl James R. Segreto
James R. Segreto, Chief Financial Officer,
Treasurer and Secretary




EXHIBIT 32.1

Certification of Chief Executive Officer Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the annual report on Form 10eK the year ended December 31, 2011 (this “repoof’SPAR Group, Inc. (the “registrantithe
undersigned hereby certifies that, to his knowledge

1. The report fully complies with the seg@ments of section 13(a) or 15(d) of the Seasitxchange Act of 1934, as amended, and
2. The information contained in the regairly presents, in all material respects, theficial condition and results of operations o
registrant.

/sl Gary S. Raymond

Gary S. Raymond
Chief Executive Officer

March 21, 2012

A signed original of this written statement requirad by Section 906 has been provided to SPAR Groupnd. and will be retained by SPAF
Group, Inc., and furnished to the Securities and Eghange Commission or its staff upon request.



EXHIBIT 32.2

Certification of Chief Financial Officer Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the annual report on Form 10eK the year ended December 31, 2011 (this “repoof’SPAR Group, Inc. (the “registrantithe
undersigned hereby certifies that, to his knowledge

1. The report fully complies with the seg@ments of section 13(a) or 15(d) of the Seasitxchange Act of 1934, as amended, and
2. The information contained in the regairly presents, in all material respects, theficial condition and results of operations o
registrant.

/sl James R. Segreto
James R. Segreto
Chief Financial Officer, Treasurer and Secretary

March 21, 2012

A signed original of this written statement requirad by Section 906 has been provided to SPAR Groupnd. and will be retained by SPAF
Group, Inc., and furnished to the Securities and Eghange Commission or its staff upon request.



