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

FORM 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF EFSBECURITIES EXCHANGE ACT OF 1934 for the fiscalay
endedDecember 31, 2012

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES EXCHANGE ACT OF 1934 for the triius
period from to
Commission file number 0-27824
SPAR GROUP, INC.
(Exact name of registrant as specified in its arart
Delaware 33-0684451
(State or other jurisdiction of incorporation oganization) (I.LR.S. Employer Identification No.)
333 Westchester Avenue, Suite 204, White Plains, WeYork 10604
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area c®et) 332-4100
Securities registered pursuant to Section 12(thefAct: 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 welbwn seasoned issuer, as defined in Rule 405e08#turities Act. YESD  NO

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. YESD NO

Indicate by check mark whether the Registrant @9 filed all reports required to be filed by Sewgtit3 or 15(d) of the Securiti
Exchange Act of 1934 during the preceding twelventhe (or for such shorter period that the Registweas required to file such reports),
(2) has been subject to such filing requirementsHe past 90 days. YEXI NO O

Indicate by check mark if disclosure of delinquéietrs pursuant to Item 405 of RegulatiorkSs not contained herein, and will not
contained, to the best of Registrant's knowledgeleffinitive proxy or information statements incorated by reference in Part Il of this Fc
10-K or any amendment to this Form 10-Kl.

Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-aecelerated filer or a smal
reporting company. (See definition of "large acratled filer”, "accelerated filer", and "smaller ogfing company” in Rule 12B-of the
Exchange Act.). (Check one):

Large Accelerated FileOAccelerated Filerd

Non-Accelerated Filerd Smaller reporting compar[x]

(Do not check if a smaller reporting company)
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Bxgje Act.) YESO NOKX

The aggregate market value of the Common StockeRegistrant held by naaffiliates of the Registrant on June 30, 2012, Bam
the closing price of the Common Stock as reportethb Nasdaq Capital Market on such date, was appetely $6,888,000.



The number of shares of the Registrant's CommockStatstanding as of December 31, 2012, was 204836hares.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the Registrant's definitive proxy staémt, which will be filed with the Securities anddiange Commission pursuan
Regulation 14A not later than 120 days after the @hour fiscal year, for our Annual Meeting of 8itholders, presently scheduled to be
on May 7, 2013, are incorporated by reference ad 111 of this Form 10-K.
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PART |

Statements contained in this Annual Report on Forb®K (this "Annual Report") of SPAR Group, Inc. ("SGRP, and togethe
with its subsidiaries, the "SPAR Group" or the "Copany"), and in SGRP's definitive Proxy Statementsgeecting its Annual Meeting ¢
Stockholders currently scheduled to be held on M&y2013 (as filed, the "2013 Proxy Statement”, whi&GRP plans to file with the SE
pursuant to Regulation 14 A in April of 2013, butoh later than 120 days after the end of the Compar3012 fiscal year), include "forwar-
looking statements" within the meaning of SectiofY& of the Securities Act of 1933, as amended (tl8eturities Act") and Section 21E
the Securities Exchange Act of 1934, as amendeck (tExchange Act", and together with the Securitie&ct, the "Securities Laws")
including (without limitation) the statements contzed in the discussions under the headings "Busisés "Risk Factors" and
"Management's Discussion and Analysis of Financi@ondition and Results of Operations”. You can idéy forward-looking statement
in such information by the Company's use of termach as "may", "will", "expect”, "intend", "believe" , "estimate", "anticipate”,
"continue" or similar words or variations or negaties of those words. You should carefully consi@dlrsuch information and the othe
risks and cautions noted in this Annual Report artde Company's other filings under applicable Sedigs Laws (including this Annue
Report and the 2013 Proxy Statement, each a "SEQ®&®#') that could cause the Company's actual assdisisiness, capital, cash flo
credit, expenses, financial condition, income, liibes, liquidity, locations, marketing, operatia) prospects, sales, strategies, taxatiol
other achievement, results, risks or condition tifer materially from those anticipated by the Corapy and described in the information
the Company's forwardeoking statements, whether express or implied,the Company's anticipations are based upon the Camgs
plans, intentions, expectations and estimates aatihpugh the Company believe them to be reasonabieblve known and unknown risk
uncertainties and other factors that could causeeth to fail to occur or be realized or to be matdiyaand adversely different from those t
Company anticipated.

Although the Company believes that its plans, intiems, expectations and estimates reflected or iieglin such forwardlooking
statements are reasonable, the Company cannot assou that such plans, intentions, expectationsestimates will be achieved in whole
in part, that the Company has identified all potéaitrisks, or that the Company can successfully &a/or mitigate such risks in whole or
part. You should carefully review the risk factordescribed below (See Item 1- Risk Factors) and any other cautionary stateme
contained or incorporated by reference in this AnauReport. All forwardiooking and other statements attributable to the iGpany o
persons acting on its behalf are expressly subjecand qualified by all such risk factors and otheautionary statement:

You should not place undue reliance on the Companfdrwardiooking statements because the matters they descaife subject 1
known and unknown risks, uncertainties and other predictable factors, many of which are beyond introl. The Company's forward-
looking statements, risk factors and other cautiogastatements (whether contained in this Annual Rep the 2013 Proxy Statement or a
other applicable SEC Report) are based on the imf@tion currently available to the Company and speakly as of the date specifica
referenced, or if no date is referenced, then asDEcember 31, 2012, in the case of this Annual Remr the 2013 Proxy Statement or t
last day of the period covered by any other appieaSEC Report. New risks and uncertainties ariserh time to time, and it is impossit
for the Company to predict these matters or howythmay arise or affect the Company. Over time, thempany's actual assets, busine
capital, cash flow, credit, expenses, financial abtion, income, liabilities, liquidity, locationsmarketing, operations, prospects, sa
strategies, taxation or other achievements, resutisks or condition will likely differ from thoseexpressed or implied by the Compar
forward-looking statements, and such difference could bgnéficant and materially adverse to the Company atke value of you
investment in the Company's Common Stock.

The Company does not intend or promise, and the @any expressly disclaims any obligation, to pubjiaipdate or revise at
forward-looking statements, risk factors or other cautionastatements (in whole or in part), whether as &u#t of new information, future
events or recognition or otherwise, except as aodhe extent required by applicable law.

Item 1. Business

THE COMPANY'S BUSINESS GENERALLY

SPAR Group, Inc. ("SGRP"), and its subsidiariegéther with SGRP, the "SPAR Group" or the "Comparig"a diversified
international merchandising and marketing servaaeapany and provides a broad array of servicesdmidke to help companies improve their
sales, operating efficiency and profits at retaildtions. The Company provides its merchandisimather marketing services to
manufacturers, distributors and retailers worldwial@marily in mass merchandisers, office supphpogry, drug store, independent,
convenience, toy and electronics stores. The Cagnpkso provides furniture and other product as$esdrvices in stores, homes and
offices. The Company has supplied these projetipaoduct services in the United States since iceofats predecessors were formed in 197¢
and internationally since the Company acquirefirts international subsidiary in Japan in May 602. The Company currently does busines
in 10 countries that encompass approximately 50%efotal world population through its operatiamshe United States, Canada, Japan,
South Africa, India, Romania, China, Australia, M@Exand Turkey.






Merchandising services primarily consist of regiylacheduled, special project and other productises provided at store level, ¢
the Company may be engaged by either the retailéhe manufacturer. Those services may includickig and adding new produr
removing spoiled or outdated products, resettinggmies "on the shelf" in accordance with clientstore schematics, confirming ¢
replacing shelf tags, setting new sale or promafignoduct displays and advertising, replenishifagsks, providing instore event staffing a
providing assembly services in stores, homes afidesf Other merchandising services include wisttge or departmental product set
resets, including new store openings, new produgstdhes and istore demonstrations, special seasonal or prormadtinerchandising, focus
product support and product recalls. The Compamtitues to seek to expand its merchandising, dsgeamd marketing services busin
throughout the world.

An Overview of the Merchandising and Marketing Séres Industry

According to industry estimates over two billionlldcs are spent annually in the United States alomeetail merchandising a
marketing services. The merchandising and markesmgices industry includes manufacturers, rewilirod brokers, and professional ser
merchandising companies. The Company believesnieathandising and marketing services add valuettmilers, manufacturers and ol
businesses and enhance sales by making a produetvisible and more available to consumers. Theseices primarily involve placir
orders, shelf maintenance, display placement, fepmng products on store shelves and replenispitgluct inventory.

Historically, retailers staffed their stores as dexk to provide these services to ensure, that raaturers' inventory levels, t
advantageous display of new items on shelves, lamdntaintenance of shelf schematics and produceplant were properly merchandis
However retailers, in an effort to improve theirngias, have decreased their own store personneinanelased their reliance on manufactt
to perform such services. Initially, manufacturateempted to satisfy the need for merchandising raadketing services in retail stores
utilizing their own sales representatives. Addititty, retailers also used their own employees tocimendise their stores to satisfy their «
merchandising needs. However, both the manufastamed the retailers discovered that using their salas representatives and employee
this purpose was expensive and inefficient.

Most manufacturers and retailers have been, andRSBfoup believes they will continue, outsourcingithmerchandising ai
marketing service needs to third parties capableopdrating at a lower cost by (among other thingsjving multiple manufacture
simultaneously. The Company also believes that well positioned, as a domestic and internationatchandising and marketing serv
company, to more effectively provide these servica®tailers, manufacturers and other businessesd the world.

Another significant trend impacting the merchandisand marketing services business is the tendehcgnsumers to make prod
purchase decisions once inside the store. Accasdinterchandising and marketing services andtore product promotions have prolifer:
and diversified. Retailers are continually re-marutising and renodeling entire stores in an effort to respond ea product developmet
and changes in consumer preferences. We estinatt¢htse activities have increased in frequency theslast five years. Both retailers
manufacturers are seeking third parties to helpmtheeet the increased demand for these labor-intessirvices.

In addition, the consolidation of many retailers loeeated opportunities for third party merchandisehen an acquired retailer's st
are converted to the look and format of the acnginietailer. In many cases, stores are completstyodeled and remerchandised after
consolidation.

SPAR Group believes the current trend in businessutd globalization fits well with its expansion de. As companies expand i
foreign markets they will need assistance in mardisang or marketing their products. As evidencadthe United States, retailer ¢
manufacturer sponsored merchandising and markgtiograms are both expensive and inefficient. Then@any also believes that
difficulties encountered by these programs are erbcerbated by the logistics of operating in fgnanarkets. This environment has create
opportunity for the Company to exploit its Interneand-held, tablets and smart phone based teapnalud business model worldwide.
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The Company's Domestic and International Geograplidivisions:

In order to cultivate and expand the Company's hardising and marketing services businesses indmttestic and foreign mark
and insure a consistent approach to those busmeastdwide, and even though the Company operdtdmlly in the single business segn
of merchandising and marketing services, the Compas divided its world focus into two geographieas, the United States, which is
sales territory for its Domestic Merchandising $&#8 Division, and internationali.g., all locations outside the United States), which the
sales territories for its International MerchandisiServices Division. To that end, the Company 4lk) provides and requires all of
locations to use its Internet based operating, dudivgy, tracking and reporting systems (includiagduage translations, ongoing client
financial reports and ongoing IT support), (2) pdes and requires all of its locations to complyhwthe Company's financial reporting
disclosure controls and procedures, ethics codeotimel policies, (3) provides accounting and andigupport and tracks and reports ce
financial and other information separately for #hdso divisions, and (4) has management teamssirtdtporate offices responsible
supporting and monitoring the management, salegatiag and operations of each of the Companyésirational subsidiaries and maintair
consistency with the Company's other subsidiarieddwide.

Each of the Company's divisions provides merchamgliand other marketing services primarily on blwdl consumer produ
manufacturers and retailers at mass merchandidarg, store chains, convenience and grocery stordheir respective territories. SP.
Group's clients include the makers and distributdrgeneral merchandise, health and beauty carsucoer goods, home entertainment,
food products in their respective territories.

SPAR Group has provided merchandising and otheketiag services in the United States since the #&bion of its predecessor
1979 and outside the United States since it acdyuiisefirst international subsidiary in Japan inyMa 2001. The Company currently condi
its business through its domestic and internatiatieisions in 10 territories around the world @dtin the table below) that encomg
approximately 50% of the total world population.

The Company's international business in each t¢eyritutside the United States is conducted thrau@treign subsidiary incorporal
in its primary territory. The primary territory teblishment date (which may include predecesstiig) percentage of the Company's ec
ownership, and the principal office location far @S (domestic) subsidiaries and each of its foréigiernational) subsidiaries is as follows:

Date SGRP Percentage
Primary Territory Established Ownership Principal Office Location
United States of America 1979 100% White Plains, New York, United
States of Americ&
Japan May 2001 100% Tokyo , Japan
Canada June 2003 100% Toronto, Canada
South Africa April 2004 51%?1 Durban, South Africa
India April 2004 51%?2 New Delhi, India
Australia April 2006 51% Melbourne, Australia
Romania July 2009 51%3 Bucharest, Romania
China March 2010 51%4 Shanghai, China
Mexico August 2011 51% Mexico City, Mexico
Turkey August 2011 51%5 Istanbul, Turkey
1 In September 2012 the Company, through its subgidimSouth Africa (SGRP Meridian), entered intgomt venture agreement

expand its operations in South Africa. SGRP Marnddwns a 51% ownership interest in the new comp@MR Meridian (Pty) Ltc
("CMR-Meridian"). (SeéAcquisition Strategies and Strategic Acquisitipibglow, Note 12 to the Consolidated Financial Stegnts-
Geographic Datg and Note 13 to the Consolidated Financial Statesnd®urchase of Interests in Subsidiaridselow).

2 In June 2011, the Company sold 49% of its intemests Indian subsidiary to KROGNOS Integrated Matikg Services Priva
Limited. In March 2013, the company purchased a %i84rest in a new subsidiary in India, Preceptarkéting Services Prive
Limited, which began operations in March 2013 (Qemuisition Strategies and Strategic Acquisitignbelow, Note 12 to tt
Consolidated Financial Statement$seographic Data Note 13 to the Consolidated Financial Statemeftarchase of Interests
Subsidiaries and Note 17 to the Consolidated Financial StatesneSubsequent Eventbelow).

3 Currently the Company owns two subsidiaries in RoimaOne subsidiary is 100% owned and is inactwel the second subsidic
acquired in May 2012, is 51% owned. Also in May2if12, the Company sold its 51% ownership in onétbther Roman
subsidiaries, SPAR City S.R.L, to its original Lbbavestor (as defined below). (See Note 12 toGbesolidated Financial Stateme
— Geographic Dataand Note 13 to the Consolidated Financial StatesndPtirchase of Interests in Subsidiaridselow.)

4 Currently the Company owns two subsidiaries in @hine subsidiary is 100% owned and is inactinel, the second subsidia
acquired in March 2010 and operational in August®0s 51% owned. In July 2011, the Company, thoiis active subsidiary
China (SPAR Shanghai), entered into a joint ventagecement to expand its operations in China. SEABRnghai has a 5]
ownership interest in the new company; SPAR DSI HuriResource Company. (See Note 12 to the Consatidianancial Statemel



— Geographic Dataand Note 13 to the Consolidated Financial StatesndPtirchase of Interests in Subsidiaridselow.)

In August 2011, the Company sold its 51% ownershigts original subsidiary in Turkey to its origin&ocal Investor, and

November 2011 the Company started a new 51% ownbdidiary to compete in this important marketSe¢ Note 12 to tl
Consolidated Financial Statement&eographic Datand Note 13 to the Consolidated Financial StatesnePtirchase of Interests
Subsidiaries below.)

In September 2012, the Company established asnbsidiary, National Merchandising Services, LLNMS") 51% owned by the
Company, with its principal office in Georgia. €&cquisition Strategies and Strategic Acquisitipbglow, Note 10 to the

Consolidated Financial StatementRelated Party Transactiorand Note 13 to the Consolidated Financial StatesndPtirchase of
Interests in Subsidiarie, below).




Financial Information about the Company's Domestand International Geographic Divisions

The Company operates in the same single busingssesg (e.g., merchandising and marketing servige$)oth its domestic al
international divisions (as described above), dm@dG@ompany tracks and reports certain financialrinfition separately for its subsidiarie
each of those divisions using the same metrice grimary measurement utilized by management isatipg profit level, historically the ki
indicator of longterm growth and profitability, as the Company is€dsed on reinvesting the operating profits of eaftlits internations
subsidiaries back into local markets in an effortihprove its market share and continued expansftorts. Certain financial informatis
regarding each of the Company's two geographisiding, which includes their respective net reverares operating income for each of
years ended December 31, 2012, and December 31, 20d their respective lo-lived assets as of December 31, 2012, and Dece&i
2011, is provided in Note 12 to the Company's Chdated Financial StatementsGeographic Datg below.

THE COMPANY 'S BUSINESS STRATEGIES

As the marketing services industry continues toaexpboth in the United States and internationaigny large retailers a
manufacturers are outsourcing their merchandisimdyraarketing service needs to thpdrty providers. The Company believes that offe
marketing services on a national and global bagigowovide it with a competitive advantage. Mor@oythe Company believes that succe:
use of and continuous improvements to a sophisticechnology infrastructure, including the Compsupyoprietary Interndbased softwar
is key to providing clients with a high level ofiait service while maintaining efficient, low cagperations. The Company's objective i
become an international retail merchandising anketisng service provider by pursuing its operatamgl growth strategy, as described below.

Increasing the Company's Sales Effort

The Company is seeking to increase revenues bgasurg sales to its current clients, as well aabéishing longterm relationshir
with new clients, many of which currently use othegrchandising companies for various reasons. Tdrepany believes its technology, fi
implementation and other competitive advantages$ adlibw it to capture a larger share of this markeer time. However, there can be
assurance that any increased sales will be achieved

Improving the Company's Operating Efficiencie

The Company will continue to seek greater operagfiigiencies. The Company believes that its engstiield force and technolo
infrastructure can support additional clients aeeknue in both its Domestic Merchandising Servigiegsion and International Merchandis
Services Division.

Developing New Products

The Company is seeking to increase revenues thrthgmternal development and implementation of peeducts and services t
add value to its clients' retail merchandising tedlaactivities, some of which have been identitid are currently being tested for feasib
and market acceptance. However, there can be noaase that any new products of value will be depetl or that any such new product
be successfully marketed.

Leveraging and Improving on the Company's Technoical Strengths:

The Company believes that providing merchandising marketing services in a timely, accurate andiefft manner, as well
delivering timely, accurate and useful reportsscclients, are key components that are and wiltinae to be critical to the Company's succ
The Company has developed proprietary Intebasied technological systems (which include its sliigal, communication, schedulil
tracking, reporting and accounting programs) tihgtrove the productivity of its merchandising spdisis and assembly technicians,
provide timely data to its clients. The Company'srechandising specialists and assembly techniciaeshandield, smart phones, table
laptop, personal computers and Interactive Voicep@rese ("IVR") technology to report the status aétestore or client product they serv
Merchandising specialists and technicians reporaosariety of issues such as store conditionsystat client products (e.g. out of stoc
inventory, display placement) or they may scanpuogess new orders for certain products.
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The Company has developed a proprietary automatsat tracking system for its merchandising spest&iand assembly technici
to communicate work assignment completion infororatvia the Internet or other telecommunication aefructure by using, among ot
things, handields, smart phones, laptop and personal computelisilar telephones, landlines or IVRs. This kiag system enables {
Company to report hours and other completion infdiom for each work assignment on a daily basis @odides the Company with dai
detailed tracking of work completion. This infortiwa is analyzed and displayed in a variety of repdhat can be accessed by both
Company and its clients via a secure website. Thegsarts can depict the status of merchandisinggpi®in real time. This tracking technolc
also allows the Company to schedule its merchamglispecialists and technicians more efficientlyickjy quantify the benefits of its servic
to clients, rapidly respond to clients' needs apddly implement programs.

The Company intends to continue to utilize compuytecluding handield computers), Internet, smart phones, tablets athe
technologies to enhance its efficiency and abttityprovide reatime data to its clients, as well as, maximize gheed of communication, &
logistical deployment of its merchandising spestaliand assembly technicians. Industry sourcesdtelthat clients are increasingly relying
merchandising and marketing service providers fipsurapid, valueadded information regarding the results of mercisingl and marketir
expenditures on sales and profits. The Companet(ieg with certain of its affiliates) has develoged owns proprietary Internet-based, han
held, smart phone and tablet software technology alows it to utilize the Internet to communicatéh its field management, schedule
storespecific field operations more efficiently, receiméormation and incorporate the data immediatglyantify the benefits of its services
clients faster, respond to clients' needs quickly implement client programs rapidly. The Compaayg buccessfully modified and is curre
utilizing certain of its software applications imetoperation of its international subsidiaries.

The Company believes that it can continue to imerawodify and adapt its technology to support mancising and other marketi
services for additional clients and projects in tthéted States and in foreign markets. The Compsy believes that its proprietary Internet
based, wireless and other software technology givascompetitive advantage in the marketplacee Tompany's technology systems
developed, operated, managed, maintained and dedtdfmom the Company's information and technolagntrol center in Auburn Hill
Michigan, U.S.A.

Acquisition Strategies and Strategic Acquisitior

The Company is seeking to acquire businesses er értb joint ventures or other arrangements witmpanies that offer simil
merchandising or marketing services both in thetéshiStates and worldwide. The Company believes itfmmeasing its industry experti
further developing and refining its technology sys$, adding product components, and increasingeitgraphic breadth and local ma
depth will allow it to service its clients more ieféntly and cost effectively. Through such acdiosis strategies, the Company may re:
additional operating and revenue synergies and leegrage existing relationships with manufactureegailers and other businesse:
capitalize on crosselling opportunities. However, there can be nam@sge that any of the acquisitions strategies @gttur or whether,
completed, the integration of the acquired busieesgll be successful or the anticipated efficiescnd cross-selling opportunities will occur.

One key to the Company's domestic and internatiemghnsion strategy is its emphasis on developimgntaining, improving
deploying and marketing its proprietary Interbessed technological systems (which include itssligal, communication, scheduling, tracki
reporting and accounting programs) that run on ameddeveloped, managed, maintained and contraited the Company's information ¢
technology control center in Auburn Hills, Michigat).S.A. (the Company's "Global Technology System3he Company's Glok
Technology Systems enhance local operations, aimportant marketing distinction (such as real tireporting), and provide the Comp:
with a technological means to exercise its supenviand control over its subsidiaries, both dontestid international. The Company provi
access to its Global Technology Systems real tiondt§ worldwide operations through that controhteg on a real time basis 24/7/365
addition, this strategy is strengthened internatilgnby the Company's internally developed tramstasoftware which allows its current ¢
future programs included in its Global Technologist®ms to be available in any language for any stairk which it currently operates
desires to enter in the future with no limitatidBeeLeveraging and Improving on the Company's Techncéb&trengths above.
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Another key to the Company's international and én@cently) domestic expansion is its strategyeaksig a minority (.e., non-
controlling) investor for the Company's new condaled subsidiary in a location that is an expegdnmerson or company in the local area
is not otherwise affiliated with the Company (eact_ocal Investor"). The Company exercises sup@miand control over each consolid:
subsidiary through its Global Technology Systemisictv are generally phased in over time. The Comipasupervision and control is furtl
strengthened by its compamyjede executive management, administrative suppaxounting oversight, procedures and controls rifiied anc
reporting) and codes and policies that apply tchemech subsidiary (the Company's "Global Admintsird, and together with its Glok
Technology Systems, the Company's "Global Contidbgt). The Company also seeks to own a majoatygast 51%) of such a subsidia
equity while the Local Investor purchases a migoeijuity interest in it (49% or less). In addititmthat equity, a Local Investor provi
credit support, certain services and the usefudllattention, perspective and relationships of lastantial (although nooentrolling) equit
owner with a strong financial stake in such sulasids success (the "Local Contributions"). The dlolmvestor also often contributes
existing customer base to the subsidiary in whighvests. As of the date of this Annual Repor|8lin the U.S.A. (see below) and eac
the Company's international operating subsidigioéiser than those in Canada and Japan) has a lvegdtor. See Item 1ARisks Associats
with International and Domestic Joint Venture Sdizmies, Risks of Having Material Local Investors in Intetional and Domestic Joi
Venture SubsidiariesRisks Associated with Foreign CurreranydRisks Associated with International Busingbslow.

The Company also has expanded its acquisitioneglyatb on occasion purchase a local internatiooasalidated subsidiary throu
another local international consolidated subsidiaryhe same country, which most recently occuireeptember 2012 as the Comg
expanded its merchandising service business inhSafsica through its acquisition of a majority dfet equity interests in CMR Meridian (F
Ltd. (see below).

In July 2011, the Company's subsidiary in Chin@ABRShanghai) Marketing Management Company Ltd ABFShanghai) entert
into an agreement with Beijing DSI Management CtimgyCompany Ltd. ("DSI"), creating a new consalied subsidiary for the Compe
called SPAR DSI Human Resource Company ("SPAR Di&l9rder to expand the Company's operations througgthe People's Republic
China. SPAR Shanghai purchased a majority (51%thefequity interests in SPAR DSI and the Compamyided and provides its usi
Global Contributions, while DSI as the Local Inwwspurchased the remaining minority (49%) raamtrolling interest in SPAR DSI a
provided and provides the usual Local Contributiofike new company started operations in Novembgt 2

In August 2011, the Company expanded its operatioridorth America by entering into an agreementwitirious companies a
persons operating as Grupo TODOPROMO ("Grupo Tamlopf) to create a new consolidated subsidiary ef@ompany in Mexico call
SPAR TODOPROMO, SAPI, de CV. ("SPAR Todopromo"),icthbegan operations in September 2011. The Coynparchased a major|
(51%) of the equity interests in SPAR Todopromo pravided and provides its usual Global Contribogiowhile Grupo Todopromo as
Local Investor purchased the remaining minority?¢3%on<controlling interest in SPAR Todopromo and provided provides the usual Lo
Contributions.

In August 2011, the Company entered into an agraeméth two companies in Turkey, NDS TANITIM DANMANLIK
HiZMETLERI and GIDA TEKSTL TURIZM PAZARLAMA TICARET LIMITED SIRKETI (together, the "Turkish Investors"), to reestat
operations in this market. The agreement createeMaconsolidated subsidiary for the Company calBd\R NDS ("SPAR NDS"). The n¢
subsidiary started operations in November 2011e Thmpany purchased a majority (51%) of the equigrests in SPAR NDS and provic
and provides its usual Global Contributions, witile Turkish Investors as the Local Investor togephuchased the remaining minority (4¢
non-controlling interest in SPAR NDS and provided @rovides the usual Local Contributions.

In May 2012, the Company finalized the purchas&¥ ownership in Business ldeas Provider GRUP SBIP(), a Romania
limited liability company in Bucharest, Romania,igthbecame a consolidated subsidiary of the Compdimg Company purchased a majc
(51%) of the equity interests in BIP and provided @rovides its usual Global Contributions, whilesBhess Ideas Provider SRL as the L
Investor owes the remaining minority (49%) non-colting interest in BIP and provided and provides tisual Local Contributions.
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In September 2012, the Company made a domestiésétamu that also used its international stratefgeeking a minority {.e., non-
controlling) nonaffiliated Local Investor for the Company's new solidated subsidiary in Georgia, U.S.A. As withsnof its internationi
counterparts, the Company acquired a 51% intemedaitional Merchandising Services, LLC, a newlynfied Nevada limited liability compa
("NMS"), and provided and provides its usual Glokaintributions, and since then NMS has been a gfathe Company's consolida
financial reports. NMS provides merchandising s in the U.S.A. to multiple Fortune 500 companpeeviously supplied by its Lo«
Investor. The Local Investor in this case is NagloMerchandising of America, Inc., a Georgia cogtion ("NMA"), which owns a 49¢
interest in NMS and will provide field merchandigiservices to NMS pursuant to a Field Services &guent with NMS. In addition, NM
contributed substantially all of its customers t@8land provided and provides the usual Local Cbatidns.

In September 2012, the Company's existing locasalislated subsidiary, SGRP Meridian (Pty) Ltd. (F¥&Meridian™), acquired
majority (51%) of the equity interests in CMR Maad (Pty) Ltd. ("CMRMeridian"), while the Company provided and providesusuz
Global Contributions. Combined Manufacturers Nadio(Pty) Ltd ("CMR") acquired the remaining mirtgr{49%) noneontrolling interest i
CMR-Meridian as its Local Investor, contributed stamtially all of its customers to CMReridian and provided the usual Lo
Contributions. SGRP Meridian and CMR-Meridian both are part of the Company's consolidated firreiports. CMRMeridian initiatet
operations on October 1, 2012.

In March of 2013 (and subsequent to the end ofGbmpany's 2012 fiscal year), the Company purchasethjority (51%) of th
equity interests in Preceptor Marketing Servicesd®e Limited ("Preceptor”), a recently formed ladicorporation, from Krognos Integra
Marketing Services Private Limited ("Krognos"), aRdeceptor became a new consolidated subsidiatiieofCompany. The Company ¢
provided and provides the usual Global Contribigitm Preceptor, while Krognos as the Local Investtained the remaining minority (49
non-controlling interest in Preceptor and provided gmdvides the usual Local Contributions. Krognosoais the Local Investor in t
Company's existing subsidiary in India, SPAR Krogiarketing Private Limited. Preceptor will enalbhe Company to service clients
serviced by its existing Indian subsidiary.

In March of 2013 (and subsequent to the end ofbmmpany's 2012 fiscal year), the Company also @seth general merchandis
service and certain istore audit service businesses from Market Foréerrmation, Inc. ("MFI"), a leading customer intgkince solutio
provider. The acquired istore audit services include the price, point d¢ saut of stock, intercept and planogram auditeaagad by MFI'
New York office. With this acquisition, the Compahas entered the growing-store audit service business and expanded itsrexigener
merchandising service and client base domestically.

For each of the above, see generally ItemThe Company's Domestic and International Geogragiigsions, above, Item 1A
DependencilUpon and Cost of Services Provided by AffiliatesteRtial Conflicts in Services Provided by Affiiat Risks Associated w
International andDomestic Joint Venture SubsidiageRisks of Having Material Local Investors in Intetiasmal and Domestic Joint Ventt
Subsidiaries, Risks Associated with Foreign CuryeartdRisks Associated with International Busingbglow, Item 13 -Certain Relationshig
and Related Transactions, and Director Independent®low, and Note 10 to the Consolidated Finan&tdtements -Related Part
Transactions below, and Note 12 to the Consolidated Finargiatements —Geographic Data helow.

DESCRIPTIONS OF THE COMPANY 'S SERVICES

The Company currently provides a broad array ofctmemdising and marketing services to some of thddigdeading companies, bt
domestically and internationally. The Company hadeits fullline capabilities provide fully integrated solut®that distinguish the Compe
from its competitors. These capabilities include &bility to develop plans at one centralized lioeateffect chain wide execution, implem
rapid, coordinated responses to its clients' nesdisreport on a real time Internet enhanced basmighout the world. The Company ¢
believes its international presence, industry-legdiechnology, centralized decision-making abillygal follow-through, ability to perfor
largescale initiatives on short notice, and strong tetaklationships provide the Company with a siigaifit advantage over local, regiona
other competitors.




The Company's operations are currently divided i@ divisions: the Domestic Merchandising Servidewision and th
International Merchandising Services Division. T®empany's domestic division provides merchandising marketing services, furniture i
other product assembly services, technology sesvécel marketing research to manufacturers, distribuand retailers in the United Sta
Those services are primarily performed in mass hadisers, office supply, grocery, drug store, petelent, convenience and electro
stores. The Company's international division, distlagéd in May 2001, currently provides similar nteandising, marketing services andsiiore
event staffing through subsidiaries in Japan, Can&duth Africa, India, Romania, China, AustralMexico and Turkey. Today the Compi
operates in 10 countries that encompass approXyr&Qeéo of the total world population.

The Company currently provides five principal tyésnerchandising and marketing services: synditagvices, dedicated servic
project services, assembly services and in-stagatestaffing services.

Syndicated Service:
Syndicated services consist of regularly scheduleated merchandising and marketing services pealvigt the retail store level

various manufacturers and distributors. These sesvare performed for multiple manufacturers aradridutors, including, in some cas
manufacturers and distributors whose productsraties same product category. Syndicated servicgsmohide activities such as:

. Reordering and replenishment of products

. Ensuring that the Company's clients' prodaathorized for distribution are in stock and oe shelf or sales floor
. Adding new products that are approved fotrilistion but not yet present on the shelf or séteer

. Designing and implementing store planograhestatics

. Setting product category shelves in accordarith approved store schematics

. Ensuring that product shelf tags are in place

. Checking for overall salability of the clishproducts

. Placing new product and promotional itempriominent positions

. Kiosk replenishment and maintenance

Dedicated Services

Dedicated services consist of merchandising andketiag services, generally as described above, whie performed for a speci
retailer or manufacturer by a dedicated organimatiocluding a management team working exclusiyehthat retailer or manufacturer. Th
services include many of the above activities dedain syndicated services, as well as, new stetauss, store remodels and fixt
installations. These services are primarily basedgreed-upon rates and fixed management fees.

Project Services

Project services consist primarily of specificsitore services initiated by retailers and manufact) such as new store openings,
product launches, special seasonal or promotioeatimandising, focused product support, productllseda-store product demonstrations .
in-store product sampling. The Company also perforthsrgroject services, such as kiosk product régienent, inventory control, new st
sets and existing store resets, re-merchandisgmgpdels and category implementations, under anouatandalone project contracts
agreements.

Assembly Service:

The Company's assembly services are initiated tajlees, manufacturers or consumers, and upon stghe Company assemk
furniture, grills, fitness equipment and many otpesducts in stores, homes and offices. The Companforms ongoing routed coverag
retail locations to ensure that furniture and otverduct lines are well displayed and maintained| huilding any new items or replacen
items, as required. In addition, the Company mtesiin-home and inffice assembly to customers who purchase theidyrbfrom retailer:
whether in store, on line or through catalog sales.

In-Store Event Staffing Services:

The Company provides in-store product samplingsiasstiore product demonstrations to national chairtariget markets worldwid
The Company has also developed additional prodietitngs in an effort to expand this aspect obitsiness.
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Other Marketing Services:
Other marketing services performed by the Compaolude:

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

Mystery Shopping Calling anonymously on retail outlets (e.g. stomestaurants, banks) to check on distribution ispldy of ¢
brand and to evaluate products, service of perdpomeditions of store, etc.

Data Collection Gathering sales and other information systemifitiéar analysis and interpretation.

THE COMPANY 'S SALES AND MARKETING

The Company offers global merchandising solutianslients that have worldwide distribution. Thidoef is spearheaded out of
Company's headquarters in the United States, amdCtimpany continues to develop local markets throitgy domestic and internatiol
subsidiaries throughout the world.

The Company's marketing and sales efforts withénDomestic Merchandising Services Division are citmed to develop ne
national, regional and local business within thététhStates, including new sales and customersigiiréthe Company's acquisitions of exis
businesses. The Company's domestic corporate Isssitevelopment team directs its efforts towardstr@or management of prospective
existing clients. Marketing and sales targets arategjies are developed at the Company's headguanmnd communicated to the Compa
domestic sales force for execution. The Comparmésdorce is located nationwide and works fromhiibe Company's offices and their hc
offices. In addition, the Company's domestic coap@account executives play an important role ém@ompany's new business developt
efforts within its existing manufacturer, distributnd retailer client base.

The Company's marketing and sales efforts witrsnliiternational Merchandising Services Division ateictured to develop nt
national, regional and local businesses in both apd existing international territories by acquiriexisting businesses (or establishing
joint ventures) and within the Company's existingeinational territories through targeted salesreff The Company has an internatis
acquisition team whose primary focus is to seekant develop acquisitions throughout the world aodsists of personnel located in
United States and Greece and other support fromGbmpany's information technology, field operatiaient services and finan
specialists. Marketing and sales targets andesfied are developed within an international subsydiin consultation with the Company's (
headquarters, with assistance from the applicabtalinvestor, and are communicated to the Compapplicable international sales force
execution. The Company's international sales féoce particular territory is located throughobat territory and work from the Compar
office in that territory and their home offices: dddition, the Company's international corporatmant executives play an important role in
Company's new business development efforts withen Gompany's existing manufacturer, distributor astailer client base within th
respective territories.

As part of the retailer consolidation, retailerg @entralizing most administrative functions, imthg operations, procurement :
category management. In response to this centiializand the growing importance of large retailengny manufacturers have reorgan
their selling organizations around a retailer tesmmcept that focuses on a particular retailer. Company has responded to this emerging-
and currently has on-site personnel in place acseétailers.

The Company's business development process includas diligence period to determine the objectofethe prospective or existi
client, the work required to satisfy those objeesivand the market value of such work topeeformed. The Company employs a formal
development and proposal process that determimesdst of each element of work required to ach@sweh client's objectives. The Comp
uses these costs, together with an analysis of ehasdtes, to develop a formal quotation that isitheviewed at various levels within
organization. The pricing of this internal proposalist meet the Company's objectives for profitahilivhich are established as part of
business planning process. After the Company asrtvs quotation, a detailed proposal is presetat¢ide Company's prospective or exis
client. However, the Company has agreed, and ifiutivee may agree, from time to time to performveaes for a client that become or turn
to be unprofitable even though the Company expeittadake a profit when agreeing to perform therae Risks of Unprofitable Service
and "Variability of Operating Results and Uncertgim Client Revenue" in Part 1A — Risk Factordplbe

-11-




THE COMPANY 'S CUSTOMER BASE

The Company currently represents numerous manuiéastand/or retail clients in a wide range of tethains and stores worldwic
and its customers (which it refers to as clients)ude:

. Mass Merchandisers

. Drug

. Grocery

. Office Supply

. Dollar Stores

. Toy or Specialty

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

One customer accounted for 8% and 10% of the Comparet revenue for the years ended December 31, 20822011, resultir
from merchandising and assembly services perforimed major office supply chain and for manufactareithin this chain. These custorr
accounted for approximately 13% and 5% of the Camisaaccounts receivable at December 31, 2012284d, respectively.

In addition, approximately 7% and 10% of the Conymmet revenues for the years ended December R, 2and 201
respectively, resulted from merchandising servim$ormed for a large pharmaceutical distributdrisTcustomer accounted for approxima
3% and 7% of the Company's accounts receivableat@ber 31, 2012, and 2011, respectively.

THE COMPANY 'S COMPETITION

The marketing services industry is highly competitiThe Company's competition in the Domestic Manchising Services Divisic
and International Merchandising Services Divisianses from a number of large enterprises, mamytoth are national or international
scope. The Company also competes with a large nuaibelatively small enterprises with specificetii, channel or geographic coverage
well as with the internal marketing and merchamgjsiperations of its existing and prospective tiefthe Company believes that the princ
competitive factors within its industry include @dopment and deployment of technology, breadthaaradity of client services, cost, and
ability to execute specific client priorities rafyicand consistently over a wide geographic are@ CThmpany believes that its current struc
favorably addresses these factors and establistassa leader in the mass merchandiser, officelgwpnl drug store channels of trade.
Company also believes it has the ability to exeooégor national and international &tere initiatives and develop and administer natli@mc
international retailer programs. Finally, the Compdelieves that, through the use and continuingravement of its proprietary Inter
software, other technological efficiencies and masi cost controls, the Company will remain compegtiin its pricing and services.

THE COMPANY 'S TRADEMARKS

The Company has numerous registered trademarkisowgh the Company believes its trademarks may kalge, the Compar
believes its services are sold primarily based r@adith and quality of service, cost, and the ghbititexecute specific client priorities rapic
efficiently and consistently over a wide geographrea. (SeeAn Overview of the Merchandising and Marketing ®ew Industryanc
Competition, above).

THE COMPANY 'S LABOR FORCE

Worldwide the Company utilized a labor force of epgimately 18,300 people in 2012. Today the Compapgrates in 10 countri
that encompass approximately 50% of the total wpdplulation.

During 2012, the Company's Domestic MerchandisiagviBes Division utilized a labor force of approxtaly 10,700 people. As
December 31, 2012 there were 150 full-time empleyeel 130 partime employees engaged in domestic operations Chimepany's Domes!
Merchandising Services Division utilized the seeg®f its affiliate, SPAR Management Services, [H8MSI"), to schedule and deploy
field force of merchandising specialists and asdgntéchnicians, which consists of field merchandisispecialist furnished by SP,
Marketing Services, Inc. ("SMS"), and National Meaadising of America ("NMA"), as well as the Comgandomestic field employees. (
ltem 13 —Certain Relationships and Related Transactions Birctor Independence below, and Note 10 to the Consolidated Fina
Statements -Related Party Transactions below.) SMS, SMSI and NMA furnished approximatdl§,400 merchandising specialists
assembly technicians (all of whom are independentractors of SMS and NMA) and 54 field managelisofavhom were fulltime employee
of SMSI), respectively. The Company, SMS, SMSI &iA consider their relations with their respectemployees and field merchandis
specialists to be good.

As of December 31, 2012, the Company's Internatidteschandising Services Division's labor force sisted of approximately 7,6
people. There were 490 full-time and 40 parte employees engaged in international operatidie International Merchandising Servi



Division's field force consisted of approximatelftG0 merchandising specialists.
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Iltem 1A. Risk Factors

There are various risks associated with investingny common stock issued by SGRP ("SGRP Commark'Stthat are more full
described below. You should carefully consider eaictihose risk factors before you purchase or taadeSGRP Common Stock. If any of
described risks develops into actual events, orahgr risks arise and develop into actual evehis,Company's present or future as
business, capital, cash flow, credit, expenseanfifal condition, income, liabilities, liquidityptations, marketing, operations, prospects,
strategies, taxation or other achievement, restdiss or condition could be materially and advBrsdfected (in whole or in part), the mar
price of the SGRP Common Stock could decline, andgould lose all or part of your investment in y®@GRP Common Stock.

The Company has described the risk factors thatriently consider material based on its best edémrespecting those risk fact
the Company's current and future assets, busiocagsal, cash flow, credit, expenses, financialditton, income, liabilities, liquidity, location
marketing, operations, prospects, sales, strategiration or other achievement, results or coadijtthe likelihood of those risks develof
into actual events and the likely impact of thogerds on them, which all involve and include "forddooking statements” within the mean
of applicable Securities Law (as discussed aboVag Company also may be facing additional riskkvidually, and the Company's indus
or the economy may be facing additional risks, Wwhetdomestically or internationally, that are cathe unknown to the Company, that
more material or otherwise different than the Conypeurrently believes, or that the Company may hagerrectly analyzed (whether as to
nature or likelihood of such risks or their potahtffect). There also may be risks that youa(@®tential investor or trader) would recog!
or consider more likely or material than the Compdaes.

Any of the risk factors or other cautionary statatsedescribed in this Annual Report or any othe€ $teport, or any other event
circumstance bearing risk or harm, could at anyetimise, become applicable, change or worsen Gagabhe may be) and materially
adversely affect the Company or any of its as$etsiness, capital, cash flow, credit, expenseanfital condition, income, liabilities, liquidi
locations, marketing, operations, prospects, satestegies, taxation or other achievement, resisiss or condition.

Accordingly, the Company's risk factors and forwhroking statements each involve known and unknoisksy uncertaintie
potential errors and misjudgments and other fadtwas could materially and adversely affect, andld@ontribute to the Company's failure
achieve or realize, in whole or in part, the Comparestimated or desired assets, business, capésh flow, credit, expenses, finan
condition, income, liabilities, liquidity, locatien marketing, operations, prospects, sales, steste@xation or other achievement, results,
or condition, whether as expressed or implied phdarward-looking statements.

The Company does not intend or promise, and the gaog expressly disclaims any obligation, to puliopdate or revise a
forwarddooking statements, any of those risk factors oy ather cautionary statements (in whole or in pasfether as a result of n
information, future events or recognition or othesy except as and to the extent required by sgdgkdaw.

Dependence on Largest Customer and Large Retail @ki

As discussed above fbustomer Base the Company has a significant amount of busimés certain customers. The loss of an
these customers, the loss of the ability to prowiggchandising and marketing services in thosenshai the failure to attract new large clit
could significantly decrease the Company's revemamelssuch decreased revenues could have a madviatse effect on the Company o
estimated or desired assets, business, capitdl flowg, credit, expenses, financial condition, imm liabilities, liquidity, locations, marketir
operations, prospects, sales, strategies, taxatiother achievement, results or condition.

Dependence on Trend Towards Outsourci

The business and growth of the Company dependarge Ipart on the continued trend toward outsourchgierchandising ai
marketing services, which the Company believesréagited from the consolidation of retailers anchafacturers, as well as the desire to
outsourcing specialists and reduce fixed operaigenses. There can be no assurance that thisitrentsourcing will continue, as compatr
may elect to perform such services internally. gnficant change in the direction of this trend gelly, or a trend in the retail, manufactui
or business services industry not to use, or taagedhe use of, outsourced marketing services aadhose provided by the Company, ¢
significantly decrease the Company's revenues act decreased revenues could have a material ade#ect on the Company or
estimated or desired assets, business, capitdl flowg, credit, expenses, financial condition, imm liabilities, liquidity, locations, marketir
operations, prospects, sales, strategies, taxatiother achievement, results or condition.

13-




Failure to Successfully Compete

The merchandising and marketing services industtyighly competitive and the Company has compstitbat are larger (or part
larger holding companies) and may be better findnreaddition, the Company competes with: (i) méanumber of relatively small enterpri
with specific client, channel or geographic covexai) the internal merchandising and marketingragions of its existing and prospec
clients; (iii) independent brokers; and (iv) smalfegional providers. Remaining competitive in thighly competitive merchandising &
marketing services industry requires that the Campaonitor and respond to trends in all industrgtees. There can be no assurance the
Company will be able to anticipate and respond essgftlly to such trends in a timely manner. If tbempany is unable to successf
compete, it could have a material adverse effedherCompany or its estimated or desired assesénéss, capital, cash flow, credit, exper
financial condition, income, liabilities, liquiditylocations, marketing, operations, prospects,ssatategies, taxation or other achieven
results or condition.

If certain competitors were to combine into intégdamerchandising and marketing services compaareadditional merchandisi
and marketing service companies were to enterthitomarket, or existing participants in this intysvere to become more competitive
could have a material adverse effect on the Comparits estimated or desired assets, businessatagash flow, credit, expenses, finan
condition, income, liabilities, liquidity, locati@n marketing, operations, prospects, sales, stemtetaxation or other achievement, resuli
condition.

Risks of Losses and Financial Covenant Violatio

In the past, the Company occasionally suffered atpeg losses. As a result of those losses andeckleffects, the Company
repeated technical violations of certain covenamthie Company's prior domestic credit facility, ielhits lender periodically waived for fe
rather than permanently resetting them to readifiachievable levels. However, the Company clednits domestic lenders in July of 2!
and entered into a new credit facility with finamctovenants that the Company believe are moréstieabnd thus less likely to requ
waivers. The Company was in compliance of allniésv domestic lender's bank covenants in 2012 add.2@ee Item 7 Management
Discussion and Analysis of Financial Condition &webults of Operations, Liquidity and Capital Resesr below.

There can be no assurances that in the future dingp@ny will be profitable, will not violate covertarof its current or future Cre
Facilities, its lenders would waive any violatiasfssuch covenants, the Company will continue toehaslequate lines of credit, or will contil
to have sufficient availability under its lines afedit. Accordingly, continued losses or marginadfgpability by the Company, as well as ¢
failure to maintain sufficient availability or liseof credit from the Company's lenders, could heveaterial adverse effect on the Compar
its estimated or desired assets, business, capaah flow, credit, expenses, financial conditioamzome, liabilities, liquidity, location
marketing, operations, prospects, sales, strategiestion or other achievement, results or coouliti

Variability of Operating Results and Uncertainty i@lient Revenue

The Company has experienced and, in the future,erpgrience fluctuations in quarterly operatingihess Factors that may cause
Company's quarterly operating results to vary ftone to time and may result in reduced revenuemnfts include: (i) the number of acti
client projects; (ii) seasonality of client prodsicfiii) client delays, changes and cancellationprojects; (iv) the timing requirements of cli
projects; (v) the completion of major client prdgdqvi) the timing of new engagements; (vii) tiraihg of personnel cost increases; and (
the loss of major clients. In addition, the Comp@ngubject to revenue or profit uncertainties itgsy from factors such as unprofitable cli
work (see below) and the failure of clients to palge Company attempts to mitigate these risks lajimg primarily with large crediworthy
clients, by entering into written or oral agreensewith its clients and by using project budgetizgtems. These revenue fluctuations ¢
materially and adversely affect the Company oegismated or desired assets, business, capithl floas, credit, expenses, financial conditi
income, liabilities, liquidity, locations, marketjnoperations, prospects, sales, strategies, taxatiother achievement, results or condition.

Risks of Unprofitable Service

The Company has agreed, and in the future may afyome time to time to perform services for itsetlt that become or turn out to
unprofitable even though the Company expected tenagprofit when agreeing to perform them. The @any's services for a particular cli
or project may be or become unprofitable due tdakes or changes in circumstance, including (withiouitation) any (i) mistake or omissi
made in investigating, evaluating or understanding relevant circumstance, requirement or requiegteoCompany's client or any aspec
the prospective services or their inherent problegiiijsmistake made in pricing, planning or perfang the prospective service, (iii) serv
non-performance, or free performance, or (iv) change in cost, personnellleggpn or other performance circumstance. Unpabfe service
could reduce the Company's net revenues and, érimhin gross amount or degree of unprofitabildguld materially and adversely affect
Company or its actual, expected, estimated or e@sassets, business, capital, cash flow, credjiereses, financial condition, incor
liabilities, liquidity, locations, marketing, opéi@ns, prospects, sales, strategies, taxationhar @chievement, results or condition.
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Failure to Develop New Products

A key element of the Company's growth strategyhésdevelopment and sale of new products. Whileraéwew products are unt
current development, there can be no assurancéhth&@ompany will be able to successfully develog market new products. The Compa
inability or failure to devise useful merchandisiog marketing products or to complete the develanoe implementation of a particu
product for use on a large scale, or the failurswath products to achieve market acceptance, @ludrsely affect the Company's ability
achieve a significant part of its growth strategyl ahe absence of such growth could have a matadiadrse effect on the Company o
estimated or desired assets, business, capitdl flowg, credit, expenses, financial condition, imm liabilities, liquidity, locations, marketir
operations, prospects, sales, strategies, taxatiother achievement, results or condition and adioiit the Company's ability to significan
increase its revenues and profits.

Inability to Identify, Acquire and Successfully leigrate Acquisitions

Another key component of the Company's growth sfpais the acquisition of businesses across theeti8tates and worldwide t|
offer similar merchandising or marketing servicébe successful implementation of this strategy ddpeupon the Company's ability
identify suitable acquisition candidates, acquivehsbusinesses on acceptable terms, finance thdséimn and integrate their operatit
successfully with those of the Company. There aamd assurance that such candidates will be alaitabif such candidates are availa
that the price will be attractive or that the Compavill be able to identify, acquire, finance ottdgrate such businesses successfull
addition, in pursuing such acquisition opportusitithe Company may compete with other entities githilar growth strategies; the
competitors may be larger and have greater finhaoid other resources than the Company. Compefitiothese acquisition targets could :
result in increased prices of acquisition targetd/er a diminished pool of companies availableafoquisition.

The successful integration of these acquisitioss atay involve a number of additional risks, indhgd (i) the inability to retain tt
clients of the acquired business; (ii) the linggréifects of poor client relations or service parfance by the acquired business, which alsc
taint the Company's existing businesses; (iii)ittability to retain the desirable management, kesspnnel and other employees of the acq
business; (iv) the inability to fully realize thegired efficiencies and economies of scale; (v)itldility to establish, implement or police
Company's existing standards, controls, procedanespolicies on the acquired business; (vi) diwersf management attention; and (
exposure to client, employee and other legal cldonactivities of the acquired business prior ¢guisition. In addition, any acquired busir
could perform significantly worse than expected.

The inability to identify, acquire, finance and sassfully integrate such merchandising or markesiegyices business could ha\
material adverse effect on the Company or its edgoh or desired assets, business, capital, cash fi@dit, expenses, financial conditi
income, liabilities, liquidity, locations, marketjnoperations, prospects, sales, strategies, ¢taxatiother achievement, results or condition.

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

The timing, size and success of acquisition effamsl any associated capital commitments cannotebdily predicted. Futu
acquisitions may be financed by issuing shareb@fIGRP Common Stock, cash, or a combination off@mmStock and cash. If the SG
Common Stock does not maintain a sufficient mavietie, or if potential acquisition candidates atteeonvise unwilling to accept the SG
Common Stock as part of the consideration for #ie ef their businesses, the Company may be retjtir@btain additional capital throu
debt or equity financings. To the extent the SGR¥@on Stock is used for all or a portion of the sidaration to be paid for futt
acquisitions, dilution may be experienced by emgststockholders. In addition, there can be no asmér that the Company will be able
obtain the additional financing it may need foratgjuisitions on terms that the Company deems &attalep Failure to obtain such capital wc
materially and adversely affect the Company oegismated or desired assets, business, capithl floas, credit, expenses, financial conditi
income, liabilities, liquidity, locations, marketjnoperations, prospects, sales, strategies, taxatiother achievement, results or condition.

Reliance on the Internet and Third Party Vendo

The Company relies on the Internet for the scheduliracking, coordination and reporting of its ofemdising and marketi
services. The Internet has experienced, and iscéeghé¢o continue to experience, significant growthithe numbers of users and amour
traffic as well as increased attacks by hackersahdr saboteurs. To the extent that the Interoetimues to experience increased numbe
users, frequency of use or increased bandwidthinemgents of users, there can be no assurancelghamternet infrastructure will continue
be able to support the demands placed on the Bttésnthis continued growth or that the performaaceeliability of the Internet will not &
adversely affected. Furthermore, the Internet hgeemenced a variety of outages and other delaya eesult of accidental and intentic
damage to portions of its infrastructure, and cdatee such outages and delays in the future ofairar greater effect. The Company relie
third-party vendors to provide its Internet accasd other services used in its business, and tingp@ay has no control over such thpdrty
providers. Any protracted disruption or materiavatiown in Internet or other services could increthee Company's costs of operation
reduce efficiency and performance, which could havwmaterial adverse effect on the Company or itsnased or desired assets, busir
capital, cash flow, credit, expenses, financialditton, income, liabilities, liquidity, locationsnarketing, operations, prospects, sales, strat



taxation or other achievement, results or condition
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Economic and Retail Uncertaint

The markets in which the Company operates are@jdind subject to the effects of economic dowrstufine current political, soc
and economic conditions, including the impact ofdesm on consumer and business behavior, madtifitult for the Company, its vendc
and its clients to accurately forecast and planrfubusiness activities. Substantially all of th@x@any's key clients are either retailers or t
seeking to do product merchandising at retailelh®ufl the retail industry experience a significaobnomic downturn, the resultant reduc
in product sales could significantly decrease tloenffany's revenues. The Company also has risksiassbevith its clients changing th
business plans and/or reducing their marketing étsdin response to economic conditions, which calfb significantly decrease -
Company's revenues. Such revenue decreases cadchlmaaterial adverse effect on the Company astsnated or desired assets, busil
capital, cash flow, credit, expenses, financialditton, income, liabilities, liquidity, locationsnarketing, operations, prospects, sales, strat
taxation or other achievement, results or condition

Risks Associated with Furniture and Other Relatedgembly Service

The Company's technicians assemble furniture ahdrqiroducts in the homes and offices of custom&verking at a custome
home or office could give rise to claims agains Gompany for errors, omissions or misconduct msehtechnicians, including (withc
limitation) harassment, personal injury, death, dgento or theft of customer property, or otherIcosi criminal misconduct by su
technicians. Claims also could be made againsCihapany as a result of its involvement in sucterrdy services due to (among of
things) product assembly errors and omissions, ymodefects, deficiencies, breakdowns or collapseducts that are not merchantable ¢
for their particular purpose, products that do camdform to published specifications or satisfy oustr expectations, or products that ci
personal injury, death or property damage, in ezd® whether actual, alleged or perceived by cia®mnand irrespective of how much ti
may have passed since such assembly. If suchskienasserted and adversely determined againSoth@any, then to the extent such cle
are not covered by indemnification from the protustller or manufacturer or by insurance, theyiccbave a material adverse effect on
Company or its estimated or desired assets, bussimapital, cash flow, credit, expenses, financiahdition, income, liabilities, liquidit
locations, marketing, operations, prospects, satestegies, taxation or other achievement, result®ndition.

Dependence Upon and Cost of Services Provided Hijigkes

The success of the Company's domestic businespiendent upon the successful execution of its fisddchandising, assembly ¢
management services by SPAR Marketing Services,(1881S"), SPAR Management Services, Inc. ("SMS#hd National Merchandising
America, Inc. ("NMA"), each of which is an affiliatbut not a subsidiary, of the Company, and ndmwehich is consolidated in the Compat
consolidated financial statements. NMA providebssantially all of the field merchandising and mgement services used by Natic
Merchandising Services, LLC ("NMS"), which is a sidiary of SGRP and part of the Company, while SM&vides substantially all of t

assembly expenses in 2012, excluding NMS field egps), and SMSI provides substantially all of thieeo domestic field managem
services used by the Company (94% of the domastit fhanagement expense in 2012, excluding NM#8 #Baenses). Services are prov
to the Company (other than NMS) by SMS and SMSiasts equal to their net total cost plus four pergairsuant to contracts that
cancelable on 60 days' notice prior to Decembenf3ach year or with 180 days' notice at any otime. Services are provided to NMS
NMA at rates equal to their total cost (with cemtaixclusions) plus two percent pursuant to a cohthat is cancelable on 60 days prior nc
at any time after December 31, 2013. Betential Conflicts in Services Provided by Affdig, below, Item 13 -Certain Relationships ai
Related Transactions, and Director Independe, below, and Note 10 to the Consolidated Finarfsiatements Related Party Transactions
below.
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The Company has determined that the rates chang&\s, SMSI and NMA for their services are slighfidyorable to the Compa
(when compared to other possible providers). SKENMA have independently advised the Companyttiate favorable rates are depen
(at least in part) on the ability of each of themncontinue to use independent contractors asédtd fnerchandising specialists, that <
merchandising specialists generally provide grefaibility and performance quality at lower tot@dsts as a result of their independence
it complies with applicable independent contractauirements for the individuals and companiegtidins as field merchandising special
and that the appropriateness of its treatmentsfi@d merchandising specialists as independentractors has been routinely subjec
challenge (both currently and historically) by was states. The expenses of defending those chafieare part of the total costs of SMS b
by the Company but are excluded from the totalscoENMA borne by the Company. There can be narasge that either SMS or NMA w
succeed in defending any such challenge, and agrseldetermination could increase its costs ofglbimsiness. Any material increase in
costs of SMS, SMSI or NMA (and thus the costs érgles to the Company), or any decrease in suchrpafice quality, could have a mate
adverse effect on the Company or its estimatedesired assets, business, capital, cash flow, crexitenses, financial condition, incol
liabilities, liquidity, locations, marketing, opéi@ns, prospects, sales, strategies, taxationhar @chievement, results or condition.

Potential Conflicts in Services Provided by Affities

SMS and SMSI are affiliates (but not subsidiar@sy}GRP and are owned solely by Mr. Robert G. Brdeunder, director, Chairm
and a significant stockholder of the Company, and\Milliam H. Bartels, founder, director, Vice Chaian and a significant stockholder of
Company. Mr. Brown and Mr. Bartels are also staddters, directors and executive officers of variotiser affiliates of SGRP. NMA is
affiliate (but not a subsidiary) of NMS, and NMSasconsolidated subsidiary of SGRP. Mr. Edwarddekin is the Chief Executive Offic
and President and a director of both NMA and NMBIANis owned by Andrea H. Burdekin (Mr. Burdekin'sf@), and NMA owns 49% of tt
membership units in NMS. SGRP owns the other 5X¥%he membership units in NMS. In the event of afigpute in the busine
relationships between the Company and one or mo8\S, SMSI or NMA, it is possible that Messrs. Brg Bartels or Burdekin may he
one or more conflicts of interest with respecthose relationships and could cause one or mor¢&, SMSI or NMA to renegotiate or can
their approved affiliate contracts with the Companytherwise act in a way that is not in the Conymbest interests. SBependence Up«
and Cost of Services Provided by Affiliajegbove, Item 13 €ertain Relationships and Related Transactions, Biréctor Independence
below, and Note 10 to the Consolidated Financiateédtents -Related Party Transactiondelow.

While the Company's relationships with SMS, SMSil &MA are excellent, there can be no assurancettigaCompany could
necessary under the circumstances) replace thé fiirchandising specialists and management cwrgmdvided by SMS and SM:
respectively, or those provided by NMA, in sufficidime to perform its client obligations or at bufavorable rates in the event one or moi
SMS, SMSI or NMA no longer performed those servigggy cancellation, other nonperformance or makgriicing increase under thc
approved affiliate contracts could have a matexiblerse effect on the Company or its estimatecesireld assets, business, capital, cash
credit, expenses, financial condition, income, iliabs, liquidity, locations, marketing, operati®nprospects, sales, strategies, taxation or
achievement, results or condition.

Risks of Common Stock Ownersh

Dividends on SGRP Common Stock are discretionaayemever been paid, are subject to restrictiotisdarCompany's credit faciliti
and applicable law and can only be paid to thedrsléf SGRP Common Stock if the accrued and ungimidends and potential dividends
first paid to the holders of the Series A Prefergtdck. In the event of the Company's liquidatidissolution, or windingip, the holders
Common Stock are only entitled to share in the Camyfs assets, if any, that remain after the Compaale payment of and provision for
of the Company's debts and liabilities and theidigtion preferences of all of the Company's outditasn Preferred Stock. There can be
assurance that sufficient funds will remain in aogh case for dividends or distributions to thadlbd of SGRP Common Stock.

Risks related to the Company's Preferred St

The Company's ability to issue or redeem PrefeBtmtk, or any rights to purchase such shares, cdigltburage an unsolicit
acquisition proposal. For example, the Companydcoupede a business combination by issuing a serfiereferred stock containing cl
voting rights that would enable the holders of spoéferred stock to block a business combinatiangaction. Alternatively, the Comp:
could facilitate a business combination transachgrissuing a series of preferred stock havingigefiit voting rights to provide a requil
percentage vote of the stockholders. Additionallyder certain circumstances, the Company's isguaingreferred stock could adversely af
the voting power of the holders of the Company'mmmmmn stock. Although the Company's board of daectis required to make a
determination to issue any preferred stock baseitsgndgment as to the best interests of the Caylpastockholders, the Company's boai
directors could act in a manner that would discgeran acquisition attempt or other transaction sioate, or a majority, of the Compail
stockholders may believe to be in their best imtsr@r in which stockholders may receive a premiantheir stock over prevailing marl
prices of such stock. The Company's board of thredoes not at present intend to seek stockhalg@roval prior to any issuance of curre
authorized stock, unless otherwise required bydaapplicable stock exchange requirements.



-17-




Risks of llliquidity in SGRP Common Stoc

The market price of the Company's common stockhigtsrically experienced and may continue to exgere significant volatility
During the year ended December 31, 2012, the sade pf SGRP Common Stock fluctuated from $0.8%2030 per share. The Compi
believes that its Common Stock is subject to widegdfluctuations due to (among other things) tifving:

« the relatively small public float and correspondthig trading market for SGRP Common Stock, attable to (among other thing
the large block of voting shares beneficially owthgdhe Company's cimunders (as noted below) and generally low tradiolgmes
and that thin trading market may cause small tréalésive significant impacts on SGRP Common Stodep

« the substantial beneficial ownership of 59.2% ef @ompany's voting stock and potential controlli® €Company's céeunders (wh
also are directors and executive officers of then@any), Mr. Robert G. Brown, who beneficially ow84%4% (or 7,466,176 shares
SGRP Common Stock, and Mr. William H. Bartels, videmeficially owns 24.8% (or 5,394,698 shares) oREBGtock, which amour
were calculated using total beneficial ownership, 722,916 shares) and their individual beneficiaherships at December 31, 2
(including all shares then beneficially owned underrently exercisable warrants and vested optjas)more fully described abc
and below; the periodic potential risk of the siitig of SGRP Common Stock from trading on Nasdacdescribed below);

e any announcement, estimate or disclosure by thep@ayn or any projection or other claim or pronouneat by any of the Compan
competitors or any financial analyst, commentatiggger or other person, respecting (i) any newdpeb created, prodi
improvement, significant contract, business actjaisior relationship, or other publicized developby the Company or any of
competitors, or (ii) any change, fluctuation oratdevelopment in the Company's actual, estimatelbsired assets, business, caj
cash flow, credit, expenses, financial conditioncome, liabilities, liquidity, locations, marketingperations, prospects, sa
strategies, taxation or other achievement, result®ndition or in those of any of the Company'mpetitors, in each case irrespec
of accuracy or validity and whether or not advemsenaterial; and

« the general volatility of stock markets, consumed vestor confidence and the economy generalhidlwoften affect the prices
stock issued by the Company and many others wittemard to financial results or condition).

If the Company issues (other than at fair markéteséor cash) or the Company's fmnders sell a large number of shares of S
Common Stock, or if the market perceives such anaisce or sale is likely or imminent, the markétgiof SGRP Common Stock co
decline and that decline could be significant.

The Company also has repurchased SGRP Common Btouktime to time, and currently has in place a itepase Program (
defined and described in Item 3ssuer Purchases of Equity Securitjdselow). Those repurchases could adversely afffectarket liquidit
of the SGRP Common Stock.

In addition, the volatility in the market price 8GRP Common Stock could lead to class action dexsifitigation that (howev
unjustified) could in turn impose substantial camtsthe Company, divert management's attentionreswources and harm the Company's ¢
price, business, prospects, results of operatinddiaancial condition.

Risks Related to the Company's Significant Stockieis: Potential Voting Control and Conflict

The Company's co-founders, Mr. Robert G. Brown EmmdWilliam H. Bartels are directors, executive ioffrs (Chairman and Vice-
Chairman, respectively) and significant stockhaddef the Company. Mr. Brown beneficially owns appmately 34.4%, Mr. Barte
beneficially owns approximately 24.8%, and they approximately 59.2% in the aggregate of the SGRRIGon Stock, which amounts w
calculated using total beneficial ownership (21,818 shares) and their individual beneficial owhgrs (7,466,176 shares and 5,394
shares, respectively) at December 31, 2012, whiatecships included all shares beneficially ownedeaurcurrently exercisable warrants
vested options. Mr. Brown and Mr. Bartels haveyuiti they choose to act together, and under ceciegnmstances Mr. Brown acting alc
may have, the ability to control the election ofedtors, the approval of mergers and all other enatthat must or may be approved by
Company's stockholders. In any event, Mr. Browd 8. Bartels continue to have significant influenover the Company's business
operations and the outcome of the Company's comarations, including those involving stockholdgprovals. The interests of &
significant stockholder may be different from tirte time from, and potentially in conflict with, thiaterests of other stockholders,
ownership concentration could delay or preventange in the Company's control or otherwise disapeithe Company's potential acquisi
by another person, any of which could cause th&etarice of the SGRP Common Stock to decline aatidecline could be significant.
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Risks of Dilution

The Company may issue stock options and awardiatestrstock to directors, officers, employees andscltants in the future
Common Stock peshare exercise prices below the price you may Ipawe In addition, the Company may issue shareSGRP Commc
Stock in the future in furtherance of the Compaigguisitions or development of businesses or sis&ch of those and other issuanct
SGRP Common Stock could have a dilutive effecthenvialue of your shares, depending on the pric€€tmapany are paid (or the value of
assets or business acquired) for such shares, thrankéitions at the time and other factors.

Risks of a Nasdaq Delisting

There can be no assurance that the Company wébleeto comply in the future with the Bid Price Balr Nasdaq's continued list
requirements. If the Company fails to satisfy thé Brice Rule and continues to be in raampliance after notice and the applicable six rn
grace period ends, Nasdag may commence delistoapgures against the Company (during which the Gommpvill have additional time
up to six months to appeal and correct its nompliance). If the SGRP Common Stock shares witireately delisted by Nasdag, the ma
liquidity of the SGRP Common Stock could be advgraéfected and its market price could decreasendkiough such shares may contint
be traded "over the counter”, due to (among othiegs) the potential for increased spreads betvogdmand asks, lower trading volumes
reporting delays in over-the-counter trades andh#gative implications and perceptions that coulsbadrom such a delisting.

Risks of Having Material Local Investors in Interntéonal and Domestic Joint Venture Subsidiarit

The Company's international model is to join foreéth Local Investors having merchandising sengepertise and combine th
knowledge of the local market with the Companysppietary software and expertise in the merchandisiusiness. The Company also
begun to use this model in the United States (&® L —The Company ' s Domestic and International Geogi@phvision, above). As
result, each of the Company's international subgil (other than Canada and Japan) and NMS daalgsiis owned in material part by
entity in the local country where the internationaldomestic subsidiary resides and that entityosotherwise affiliated with the Compse
(e.g., the "Local Investor"). The joint ventureregments between the Company and the Local Invésttne respective international
domestic subsidiaries specify, among other thitigs,equity, programming and support services the@amy is required to provide and
equity, credit support, certain services and mamage support that the Local Investor is requiregravide to the international or dome
subsidiary. Certain of those subsidiaries also rhayprocuring field merchandising execution throwffiliates of the applicable Loc
Investors. In the event of any disagreement ogeradiispute in the business relationships betweeiCttmpany and Local Investor, it is poss
that the Local Investor may have one or more catsflof interest with respect to the relationshid aauld cause the applicable internation
domestic subsidiary to operate or otherwise aatway that is not in the Company's best interests.
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The joint venture agreements generally have urdighitontract terms and parties generally do not hheeright to unilaterall
withdraw. However, a nodefaulting party has the right to terminate sucteament upon the other party's default, receiptodice and failur
to cure within a specified period (generally 60 slayternationally or 30 days domestically). In itidd, either party, at any time after the
of a specified period (usually between three awd fiears), may: (1) sell all or part of its equitterest in the international subsidiary to a t
party by providing a written notice to the othertpaof such intentions (in which case the othertyp#ias the right of first refusal and n
purchase the equity of the offering party undershme terms and conditions) (a "Right of First Raf); or (2) offer to purchase the equit
the other party (in which case the other party gahehas 120 days to either accept or reject ffer or to reverse the transaction and acti
purchase the offering party's equity under the simmas and conditions) (a "Buy/Sell Right").

The Company believes its relationships with thedldnvestors in its joint venture international sigliaries remain good. Severa
the Company's respective international subsidiamntracts are either at or near the end of the egiplke periods during which either of
parties may trigger the Right of First Refusal &wy/Sell provisions described above. Both the Canypand such Local Investors, as pa
their ongoing relationship, are or will be assegsippropriate action as described above.

There can be no assurance that the Company cduldggéssary under the circumstances) replace equéglit support, manageme
field merchandiser and other services currentlyigied by any Local Investor in sufficient time terform its client obligations or that 1
Company could provide these services and or ednithe event the Local Stockholder was to sellsitsck or reduce any support to
Company's subsidiary in the applicable countryy Aancellation, other nonperformance or materiaingfe under the joint venture agreem
with Local Investors could have a material advef§ect on the Company or its estimated or desiss@ts, business, capital, cash flow, cr
expenses, financial condition, income, liabilitidguidity, locations, marketing, operations, prests, sales, strategies, taxation or ¢
achievement, results or condition.

Risks Associated with International and DomesticidbVenture Subsidiaries

While the Company endeavors to limit its exposwre dlaims and losses in any international or doimesinsolidated subsidie
through contractual provisions, insurance and disengle purpose entities for such ventures, tloare be no assurance that the Company
not be held liable for the claims against and Issgea particular international or domestic cordatied subsidiary under applicable local la
local interpretation of any subsidiary agreememtmsurance provisions. If any such claims anddesshould occur, be material in amount
be successfully asserted against the Company, datchs and losses could have a material adversetefh the Company or its estimate:
desired assets, business, capital, cash flow, tciedpenses, financial condition, income, liatehg] liquidity, locations, marketing, operatic
prospects, sales, strategies, taxation or otheewestment, results or condition.

Risks Associated with Foreign Currenc

The Company also has foreign currency exposurecidsed with its internationasubsidiaries. In 2012, these foreign curre
exposures are primarily concentrated in the AusindDollar, Canadian Dollar, Mexican Peso, Soutliodh Rand and Japanese Yen.

Risks Associated with International Busine

The Company's expansion strategy includes expasiorvarious countries around the world. While @empany endeavors to lir
its exposure by entering only countries where thi@ipal, social and economic environments are caik to doing business, there can b
assurances that the respective business enviroeamihtemain favorable. In the future, the Comparigpternational operations and sales
be affected by the following risks, which may adbay affect United States companies doing busiimefsgeign countries:

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

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

. Expenses associated with customizing progucts

. Local laws and business practices that f&weal competition;

. Dependence on local vendors;

. Multiple, conflicting and changing governmainaws and regulations;

. Potentially adverse tax consequences;

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

. Foreign currency exchange rate fluctuations;

. Communication barriers, including those agsirom language, culture, custom and times zcared;
. Supervisory challenges arising from distapdg/sical absences and such communication barriers.
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Iltem 1B. Unresolved Staff Comments
None.
Item 2. Properties

The Company does not own any real property. The fammy leases certain office space and storage tfesilfor its corpora
headquarters, divisions and subsidiaries undepwsarbperating leases, which expire at various dduesg the next five years. These lea
generally require the Company to pay rents at maedes, subject to periodic adjustments, plusrotharges, including utilities, real est
taxes and common area maintenance. The Compargvéglthat its relationships with its landlords gahg to be good. However, as th
leased facilities generally are used for officed atorage, the Company believes that other legs&cks could be readily found and utilizec
similar terms should the need arise.

The Company maintains its corporate headquarteapmoximately 4,000 square feet of leased offfz@ce located in White Plail
New York, under an operating lease with a term ixgpiNovember 30, 2022, and maintains its data ggsing center and warehouse &
regional office in Auburn Hills, Michigan, under aperating lease expiring October 31, 2015. The@my believes that its existing facilit
are adequate for its current business. However faeilities may be added should the need arisherfuture.

The following is a list of the headquarter locadaor the Company and its international subsidgarie
DOMESTIC:
White Plains, NY (Corporate Headquarters)
Auburn Hills, Ml (Regional Office, Warehouse andn@al Computer Operations)

INTERNATIONAL:

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

Item 3. Legal Proceedings

The Company is a party to various other legal astiand administrative proceedings arising in thenab course of business. In
opinion of Company's management, disposition of¢hether matters are not anticipated to have ariakbéelverse effect on the Company o
estimated or desired assets, business, capitdl flowg, credit, expenses, financial condition, imm liabilities, liquidity, locations, marketir
operations, prospects, sales, strategies, taxatiother achievement, results or condition.

Item 4. Submission of Matters to a Vote of Securityolders

None.

-21-




PART Il
Item 5. Market for Registrant's Common Equity, Relaed Stockholder Matters and Issuer Purchases of Edty Securities
The Company's Capital Stock Generally:

SGRP's certificate of incorporation authorizeiigsue 47,000,000 shares of common stock withravgdae of $0.01 per share (the "SC
Common Stock"), which all have the same votingjd#ind and liquidation rights. SGRP Common Stockrasled on the Nasdaq Caf
Market ("Nasdaq") under the symbol "SGRP". On Delger 31, 2012, the SGRP Common Stock closing pvece $1.74 per share; there w
20,456,453 shares of SGRP Common Stock issuedwsthnding in the aggregate, which had an aggregatket value of $35,600,000; th
were 21,712,916 shares of SGRP Common Stock béilfiowned in the aggregate, which beneficial ovehé included all shares tr
beneficially owned under currently exercisable edsiptions; there were 14,334,881 shares (or appately 66.0%) of SGRP Common St
beneficially owned by the officers, directors affiiliates of SGRP in the aggregate, which affiléi@vnership included shares then benefic
owned under currently exercisable vested optiorts lsad an aggregate market value of $24,912,693;tkeem@ were 1,209,922 shares
approximately 5.6%) of SGRP Common Stock benefic@avned by non-affiliates of the Company in thgagate {.e., SGRP's public floal
which float included shares then beneficially owneder currently exercisable warrants and vestéidrmpand had an aggregate market v
of $2,105,264. See Item 12Security Ownership of Certain Beneficial Owners Mahagement and Related Stockholder Mattérslow.

SGRP's certificate of incorporation also authorizés issue 3,000,000 shares of preferred stotk wipar value of $0.01 per share (the "S
Preferred Stock"), which may have such prefereaoelspriorities over the SGRP Common Stock and afgbts, powers and privileges as
Company's Board of Directors may establish in iscmttion from time to time. The Company has @daind authorized the issuance
maximum of 3,000,000 shares of Series A PrefertedkSpursuant to SGRP's Certificate of DesignatibrSeries "A" Preferred Stock (1
"SGRP Series A Preferred Stock"), which have dintlend liquidation preferences, have a cumulativedeind of 10% per year, ¢
redeemable at the Company's option and are cohleedt the holder's option (and without further sideration) on a one-tore basis ini
SGRP Common Stock. The number of shares authotigeduch certificate of incorporation and desigmativas, however, reduced
2,445,598 shares of remaining authorized and aleifareferred stock by the conversions describatiemext paragraph and could be fur
reduced by amendment or redemption to facilitagedteation of any other SGRP Preferred Series. édeinber 31, 2012, no shares of St
Series A Preferred Stock were issued and outstgndin

During 2008, 338,801 shares of such Series A Regfe8tock were purchased by a ri@RP retirement plan whose trustee is and beneée
include Robert G. Brown (who is a ¢odnder, director, executive officer and signifitatockholder of SGRP), and 215,601 shares of
Series A Preferred Stock were purchased by aS®RP retirement plan whose trustee and benefisiar@ude William H. Bartels (who alsc
a cofounder, director, executive officer and signifitatockholder of SGRP), which shares collectivalpstituted all of the outstanding shs
of Series A Preferred Stock. On or before March2ll1, Mr. Brown and Mr. Bartels, as trusteeshafe plans, each had requested that
plan's preferred shares be converted into SGRRsN@m Stock in accordance with its terms, and ireotd facilitate conversion of thc
shares by payment of all accrued and unpaid didsgleon March 10, 2011, SGRP's Board of DirectorgiXed March 10, 2011, as t
applicable record date for determination of thedbdd of the SGRP's Series A Preferred Stock edigiblreceive such dividends, (ii) declare
dividend on such SGRP's Series A Preferred Stooklgg the accrued and unpaid dividends thereoyalga in shares of SGRP's Comr
Stock valued at their market value ($2.34 per shanesuch record date, and (iii) authorized theiasse of the shares of SGRP's Com
Stock necessary to effect such conversion (554st@2es) and accrued dividend payment (54,584 ghareonsideration of the prefen
shares surrendered and the accrued dividends theatisfied. As a result of such conversions andksdividends, on March 11, 2011, |
Brown's plans received 372,158 shares of SGRP'sn@onttock (33,357 shares of which were for accdieaiends) and Mr. Bartels' pl
received 236,828 shares of SGRP's Common StocRq2Ehares of which were for accrued dividend€e em 12 — ®curity Ownership «
Certain Beneficial Owners and Management and Rel&t®ckholder Mattersand Item 13 -Certain Relationships and Related Transacti
and Director Independencebelow.

The holders of SGRP Common Stock and Series A ReeféStock vote together for directors and othettens, other than matters pertair
only to the Series A Preferred Stock (such as amgriBiGRP's Certificate of Designation of Series Pxéferred Stock) where only the holc
of the Series A Preferred Stock are entitled teevdtor a more complete description of the SGRP r@omStock and SGRP Preferred St
director and officer exculpation and indemnificati@bsence of cumulative voting rights and certdirer governance matters, please see
Capital Stock" on pages 8 through 12 of SGRP's Atmmeamnt No. 1 to its Registration Statement on ForgheS filed with the SEC on April
2011.
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Price Range of Common Stoc

The following table sets forth the reported higld émw sales prices of the Common Stock for the muarndicated as reported on
Nasdaq Capital Marke

2012 2011
High Low High Low
First Quarter $ 13 $ 0.8¢ $ 23t % 0.8¢
Second Quarter 1.4C 1.1C 1.9C 1.0t
Third Quarter 2.3C 1.0¢ 1.5¢ 0.87
Fourth Quarter 2.3C 1.6& 1.2t 0.8¢

Dividends

The Company has never declared or paid any cagltedids on its Common Stock and does not anticipayeng cash dividends on
Common Stock in the foreseeable future. The Comparrently intends to retain future earnings twfice its operations and fund the grc
of the business. Any payment of future dividendf bé at the discretion of the Board of Directoffsttote Company and will depend up
among other things, the Company's earnings, figdueoindition, capital requirements, level of indebtess, contractual restrictions in respe
the payment of dividends and other factors thattbmpany's Board of Directors deems relevant.

Issuer Purchases of Equity Securiti¢

(d)

Maximum

€) (c) number of

Total number (b) Total number shares that

of shares Average price of share may yet be

Period purchased paid per share purchased purchased
August, 2012 2,50 $ 1.82 2,50( 497,50(
September, 2012 9,68¢ 2.01 9,68¢ 487,81:
November, 201. 5,50( 1.9¢ 5,50( 482,31:

Total Purchased 17,68¢ 1.9¢ 17,68¢
There were no such affiliated purchasers duringpgbédod.

The repurchases described above were made pursu#imt SPAR Group, Inc., 2012 Stock RepurchaserBrogthe "Repurcha
Program"), as approved by SGRP's Audit Committes adopted by its Board of Directors on August 8120and ratified on November
2012. Under the Repurchase Program, SGRP mayctegse shares of its common stock through Augu2085, but not more than 500,(
shares in total, and those repurchases would be finagh time to time in the open market and thropghately-negotiated transactions, sub
to general market and other conditions. SGRP doéitend to repurchase any shares in the mark@étglany blackout period applicable
its officers and directors under the SPAR Group, Btatement of Policy Regarding Personal Secsritransactions in SGRP Stock and Nor
Public Information As Adopted, Restated, Effectired Dated as of May 1, 2004, and As Further Amefddedugh March 10, 2011 (other tt
purchases that would otherwise be permitted urddecircumstances for anyone covered by such politie Company anticipates contint
its Repurchase Program throughout 2013.
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SGRP Common Stock Issuanc

SGRP did not issue any SGRP Common Stock during 202012 other than (i) pursuant to its existiegistered stock compensai
and stock purchase plans (See Note 13teck Based Compensation), (i) SGRP's issuancManth 26, 2011, of 75,000 shares of S(
Common Stock to Michael Anthony Holdings, Inc., guant to SGRP's agreement with it on March 26, 2@l frivately issue warrants to it,
consideration of its term loan to the Company Kas loan is more fully described in Note 4 to than€olidated Financial Statements in SG
Quarterly Report respecting the quarter ended 8de 30, 2010), for total consideration and exerpisce of $0.85 per share (the fair ma
value at the time of such agreement), (iii) SGR¥®sance on March 11, 2011, of 608,986 shares SGRRkMon Stock to Mr. Robert G. Bro
and Mr. William H. Bartels, as trustees of certhanefit plans, in the conversion of and paymenaafrued interest on SGRP's outstan
Series A Preferred Stock (S&@e Company's Capital Stock Generallgbove), and (iv) SRGP's issuance on Septemb201D, of 99,78
shares of Common Stock, par value $0.01 per sHaaeing a fair market value of $165,000 to Ms. AealBurdekin as part of the purchas
NMA (See Note 13 to the Consolidated FinancialStegnts- Purchase of Interest in Subsidiarigelow). The warrants and shares refere
in clause (ii), the issuance of the shares deatiibelause (iii) and (iv) of this paragraph hawt heen registered under the Securities A
other securities laws, as they were made in apuitic offer and sale made in reliance upon (amotiter things) Section 4 (2) of |
Securities Act.

SGRP Common Stock Offering anc-3 Registration Statement

The Company has filed with the SEC has approvedgsstration statement on Form S-3 (as amended;20El S3 Registratio
Statement”) for the sale of SGRP Common Stock ¢opthblic, which became effective on April 8, 2011pon amendment of the 20113S-
Registration Statement to reflect the terms ofipaldr sales, the Company will be permitted to sethaximum of 2,000,000 shares fol
benefit and the selling stockholders, Mr. Brown &frd Bartels, will be permitted to sell a maximui5®0,000 shares each for their respe:
benefit under the 2011 3-Registration Statement (which maximums could hereiased by amendment and payment of the rec
fees). Based on the SGRP Common Stock benefiaallyed by the Company's non-affiliatese(. , its public float) and the SGRP Comn
Stock Price of $1.74 per share on December 31,,20&2Company will be permitted under the appliea®B rules to sales of approximat
$3,577,470 in proceeds (or 2,056,017 shares) atpiiee, and the maximum sales by Mr. Brown and Bartels will be proportional
increased accordingly. An increase in its pullbatf or a discounted offering sale price would pethe Company to sell more of its Comn
Stock under the 2011 S-3 Registration Statemeettalh updates to the 20113Registration Statement may be required in orleetl share
thereunder.

Item 6. Selected Financial Data

Not applicable.
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations, Liquidiy and Capital Resources

Statements contained in this "Management's Discumsiand Analysis of Financial Condition and Resultsd Operations” include
"forward- looking statements" within the meaning of the Sedties Laws and are based on the Company's bestrestts and determination
You can identify forwardlooking statements in such information by the Commpes use of terms such as "may", "will", "expect","intend",
"believe", "estimate", "anticipate"”, "continue" or similar words or variations or negatives of thos@nds. You should carefully consider
such information and the other risks and cautionted in this Annual Report (including those incorpated by reference from the 20
Proxy Statement) and the Company's other filingsder applicable Securities Laws (including this AnaliReport and the 2013 Pro:
Statement, each a "SEC Report") that could causeetiRompany's actual assets, business, capital, cial, credit, expenses, financi
condition, income, liabilities, liquidity, locatios, marketing, operations, prospects, sales, strig®gtaxation or other achievement, resu
risks or condition to differ materially from thosanticipated by the Company and described in theoimhation in the Company's forward-
looking statements, whether express or implied, e Company's anticipations are based upon the Camgs plans, intention:
expectations and estimates and (although the Comphelieve them to be reasonable) involve known aménown risks, uncertainties ar
other factors that could cause them to fail to occar be realized or to be materially and adverselijferent from those the Compal

anticipated.

Although the Company believes that its plans, intiems, expectations and estimates reflected or iieglin such forwardlooking
statements are reasonable, the Company cannot asgou that such plans, intentions, expectationsestimates will be achieved in whole
in part, that the Company has identified all potéaitrisks, or that the Company can successfully &/or mitigate such risks in whole or
part. You should carefully review the risk factodescribed above (See Item — Risk Factors, above) and any other cautionary statnt:
contained or incorporated by reference in this AnauReport. All forwardiooking and other statements attributable to the iGpany o
persons acting on its behalf are expressly subjecand qualified by all such risk factors and otheautionary statement:

You should not place undue reliance on the Companforwardiooking statements because the matters they descaite subject 1
known and unknown risks, uncertainties and other predictable factors, many of which are beyond itsntrol. The Company's forward-
looking statements, risk factors and other cautiogestatements (whether contained in this Annual Rep the 2013 Proxy Statement or &
other applicable SEC Report) are based on the imfi@tion currently available to the Company and speakly as of the date specifica
referenced, or if no date is referenced, then asDEcember 31, 2012, in the case of this Annual Remr the 2013 Proxy Statement or t
last day of the period covered by any other appieaSEC Report. New risks and uncertainties ariserh time to time, and it is impossit
for the Company to predict these matters or howythmay arise or affect the Company. Over time, thempany's actual assets, busine
capital, cash flow, credit, expenses, financial abtion, income, liabilities, liquidity, locationsmarketing, operations, prospects, sa
strategies, taxation or other achievements, resulisks or condition will likely differ from thoseexpressed or implied by the Compar
forward-looking statements, and such difference could bgngiicant and materially adverse to the Company atke value of you
investment in the Company's Common Stock.

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

Overview

SPAR Group, Inc. ("SGRP"), and its subsidiarieggétber with SGRP, the "SPAR Group" or the "Companis' a diversifie
international merchandising and marketing servaa@apany and provides a broad array of servicesdmade to help companies improve tt
sales, operating efficiency and profits at retadldtions. The Company provides merchandising dimer anarketing services to manufactul
distributors and retailers worldwide, primarily mass merchandisers, office supply, grocery, dragestindependent, convenience
electronics stores, as well as providing furnitanel other product assembly services in stores, 8@mé offices. The Company has supj
these project and product services in the UniteteStsince certain of its predecessors were foimek®79 and internationally since
Company acquired its first international subsidiaryJapan in May of 2001. Today the Company opsratt 10 countries that encomg
approximately 50% of the total world populationaihgh operations in the United States, Canada, J&mauh Africa, India, Romania, Chil
Australia, Mexico and Turkey.
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Critical Accounting Policies & Estimates

The Company's critical accounting policies, inchglthe assumptions and judgments underlying theendiaclosed in the Note 2
the Consolidated Financial Statements. These pslitave been consistently applied in all mateeisphects and address such matters as re
recognition, depreciation methods, asset impairmeodgnition, consolidation of subsidiaries andeotbompanies. While the estimates
judgments associated with the application of thedecies may be affected by different assumptionsanditions, the Company believes
estimates and judgments associated with the rapameounts are appropriate in the circumstancesr Entical accounting policies &
consolidation of subsidiaries, revenue recognitalowance for doubtful accounts, and internal ssware development costs.

Consolidation of Subsidiaries

The Company consolidates its 100% owned subsidiafibe Company also consolidates all of its 51% emlvaubsidiaries as 1
Company believes it is the primary beneficiary awtrols the economic activities in accordance wititounting Standards Codificati
(ASC) 810-10, Consolidation of Variable Interestifn

Revenue Recoghnitio

The Company's services are provided to its cliantier contracts or agreements. The Company lslislignts based upon service
and per unit fee billing arrangements. Revenuesiusdrvice fee billing arrangements are recognizbdn the service is performed. -
Company's per unit fee arrangements provide fas fedbe earned based on the retail sales of at'sligroducts to consumers. The Comg
recognizes per unit fees in the period such amdwtsme determinable and are reported to the Compan

Allowance for Doubtful Accounts

The Company continually monitors the validity of &iccounts receivable based upon current cliewlitdrdormation and financi
condition. Balances that are deemed to be uncililecafter the Company has attempted reasonablection efforts are written off througt
charge to the bad debt allowance and a creditdowats receivable. Accounts receivable balancesfremy applicable reserves or allowan
are stated at the amount that management expectdléat from the outstanding balances. The Compganoyides for probable uncollectil
amounts through a charge to earnings and a crediad debt allowance based in part on managenssgtsssment of the current statu
individual accounts. Based on management's assagsiime Company established an allowance for datbtfcounts of $216,000 and $57,
at December 31, 2012, and 2011, respectively. d&d expense was $72,000, for the year ended Dexedibh 2012. In 2011, the Compi
had minimal write offs of accounts receivable réaglin recovery of $55,000 for the year ended Deloer 31, 2011.

Internal Use Software Development Co:

In accordance witiASC-350-10-720, Accounting for the Costs of Compaitétware Developed or Obtained for Internal Ustie
Company capitalizes certain costs associated wgtimiernally developed software. Specifically, @mpany capitalizes the costs of mate
and services incurred in developing or obtainirtgrimal use software. These costs include (but eréimited to) the cost to purchase softw
the cost to write program code, payroll and reldiedefits and travel expenses for those employdwsase directly involved with and w
devote time to the Company's software developmeoijegts. Capitalized software development costsamnertized over three years o
straight-line basis.

The Company capitalized $824,000 and $722,000 stsceelated to software developed for internal irse2012, and 201

respectively, and recognized approximately $638800 $595,000 of amortization of capitalized sofevéor the years ended December
2012, and 2011, respectively.
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Results of Operation
The following table sets forth selected financialadand such data as a percentage of net revestube fyears indicated (in millions).

Year Ended December 31,

2012 % 2011 %

Net revenue $ 102.¢ 100.(% $ 73.5 100.(%
Cost of revenues 75.t 73.t 51.C 69.4
Selling, general & administrative expense 221 21t 18.t 25.1
Depreciation & amortization 1.2 1.1 1.1 1kt
Interest expense, net 0.1 0.1 0.2 0.3
Other income (0.7) (0.7) - -
Income before income tax provision and non-

controlling interest 4.C 3.¢ 2.7 3.7
Provision for income taxes 0.€ 0.5 0.4 0.t
Net income 3.4 3.4 2.3 3.2
Net income attributable to n- controlling interes (0.5) (0.5) (0.7 (0.2
Net income attributable to SPAR Group, | $ 2.¢ 2.5% $ 2.2 3.(%

Results of operations for thyearended December 31, 2012, when compared to the gamed in 2011

Net Revenues

Net revenues for the year ended December 31, 2042 $102.8 million, compared to $73.5 million the year ended December
2011, an increase of $29.3 million or 39.7%.

Domestic net revenues totaled $43.1 million in ykar ended December 31, 2012, compared to $37l@miibr the same period
2011. Domestic net revenues increased by $5.3omillir 14% primarily attributable to continued grbvwftom the Company's syndica
services and assembly businesses, increased prajedctind the acquisition of a competitive companthe later part of the year.

International net revenues totaled $59.7 milliontfee year ended December 31, 2012, compared td $3iflion for the same peris
in 2011, an increase of $24.0 million or 67%. Tierease in 2012 international net revenues wasgyiy due to additional revenue from
newly integrated acquisitions acquired in the fougtiarter of 2011 in Mexico of $10 million and Taykof $3.5, and 2012 acquisitions
Romania of $4.1 million, and South Africa of $2.4lion, as well as, continued organic growth in oAfrica of $3.1 and Japan of $2 millic

Cost of Revenues

The Company's cost of revenues consists of itstare labor and field management wages, relateéfitgntravel and other dire
laborrelated expenses and was 73.5% of net revenugbdorear ended December 31, 2012, compared to 68t4%t revenues for the yi
ended December 31, 2011.

Domestic cost of revenues was 67.6% of domestiaewatnues for the year ended December 31, 20126@7d6 of domestic n
revenues for the year ended December 31, 2011niiher increase in domestic cost of revenues ag@eptage of domestic net revenue
1% was due primarily to an unfavorable mix withimthb syndicated and project work compared to therprear. Approximately 86% and 8t
of the Company's domestic cost of revenues in #e gnded December 31, 2012 and 2011, respectieslylted from instore merchandis
specialist and field management services purch&sed certain of the Company's affiliates, SPAR Maikg Services, Inc. ("SMS"), a
SPAR Management Services, Inc. ("SMSI"), (See Ifédn Certain Relationships and Related Transactions, Bivéctor Independence a
Note 10 to the Consolidated Financial Statem- Related-Party Transactionselow).

Internationally, cost of revenue as a percent df regenue increased to 77.7% of international eeemues for the year ent
December 31, 2012, compared to 72.3% of internatinat revenues for the year ended December 311,. 20he international cost of rever
percentage increase of 8.3% was primarily due gbdri cost margin business in the new markets iniddeX urkey and Romania and the |
of business in Canada, China and Japan.
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Selling, General and Administrative Expenses

Selling, general and administrative expenses of Glenpany include its corporate overhead, projechagament, informatic
technology, executive compensation, human resoutegal and accounting expenses. Selling, generdl administrative expenses w
approximately $22.1 million and $18.5 million fdret years ended December 31, 2012 and 2011, resggcti

Year Ended December 31,

2012 % 2011 %
Selling, general & administrative $ 22.1 21.5% $ 18.5 25.1%
Depreciation and amortization 1.2 1.0 1.1 1.5
Total operating expenses $ 23.8 22.5% $ 19.€ 26.6%

Domestic selling, general and administrative expsristaled $9.8 million for the year ended Decen#dgr2012, compared to $
million for the same period in 2011 The increase of approximately $900,000 was due giiynto payroll related expenses, legal
accounting services, as well as expenses fromdhyracquired merchandising company.

International selling, general and administratixpenses totaled $12.3 million for the year endedebeber 31, 2012, comparec
$9.6 million for the same period in 2011. The ir® of approximately $2.7 million was primarilyrédtitable to the new subsidiaries
Romania and South Africa, and a full year impacinfrfourth quarter 2011 acquisitions in Mexico angrkey, partially offset by low:
expenses in Australia and India.

Depreciation and Amortization

Depreciation and amortization expenses totaled sillbn for the year ended December 31, 2012, carag to $1.1 million for t
same period in 2011. The increase was primarilytduegher capital expenditures related to softwleeclopment compared to prior year.

Interest Expense, net

The Company's net interest expense was $129,008E81000 for the years ended December 31, 20126mht], respectively. T
decrease in interest expense was directly attfieita reduced borrowings and lower interest rates.

Income Taxes

The income tax provision for the years ended Deeerilh, 2012 and 2011 was $550,000 and $362,0Q8scteely. The tax provisic
resulted primarily from domestic state taxes andtéa provisions related to certain internationadfg)s. The Company recognizes minim
federal tax provisions as the Company anticipatidizing operating loss carry forwards in 2012.

The Company has established over time and currdwaya valuation allowance reserve of approximaddly million against i
deferred tax asset balance at December 31, 204&.reduction of that reserve and the correspondiatization of these deferred tax asse
contingent upon the realization of future taxahiefits over several years. The Company does niugesuch future profits are certain,
thus the requirements of ASC 740-for reducing that reserve are not currently rdeg to the subjective nature of forecasting psaditd th
risks the Company faces on a daily basis as naotérin 1A of this report, including (without limiian) the risks related to dependence ot
trend of both clients and retailers towards outsiogr merchandising and marketing services, the etitiye nature of the this indust
economic and retail uncertainty, reliance on therhret and dependence upon cost of services pibdaffiliates.

Non-controlling Interest

Net operating profits from the narentrolling interests, respecting the Company's Sil#fned subsidiaries, resulted in a reductic
the Company's net income of $521,000 and $123,00thé years ended December 31, 2012 and 201 Eatbsagly.

Net Income
The Company reported a net income of $2.9 millantiie year ended December 31, 2012, or $0.14ijpeed share, compared to a
net income of $2.2 million, or $0.10 per dilutedsh for the corresponding period last year, basediluted shares outstanding of 21.6 million

and 21.3 million at December 31, 2012, and 201dpeetively.

Off Balance Sheet Arrangements



None.
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Liguidity and Capital Resources

The Company had net income before momrolling interest of $3.5 million and $2.3 milli for the years ended December 31, 2
and December 31, 2011, respectively.

The Company's cash provided by operating activitieshe year ended December 31, 2012, was $3kbmilcompared to net ca
provided by operating activities of $3.5 million #8011. The net cash provided by operating actwiti@s primarily due to a reported
income, depreciation and an increase in accountabb@ accrued expenses and other liabilities,igigrtoffset by an increase in accot
receivable.

Net cash used by the Company in investing activiti@s $1.8 million for the year ended December2812, and $1.3 million for ti
year ended December 31, 2011, respectively. Theastt used in investing activities was a resultagitalization of software developm
costs, the purchase of computer equipment, théhpaecof norcontrolling interest in new subsidiaries and timalfipayment for the purchase
the Mexican subsidiary.

Net cash used by the Company in financing actiitee the year ended December 31, 2012, was $1libmmiompared with net ca
used in financing activities of $1.5 million forettyear ended December 31, 2011. The cash usathincfng activities was primarily a resul
the Company's net payments on its lines of credit.

The above activities resulted in an increase of 88Y in the Company's cash and cash equivalentthéoyear ended December
2012,

The Company had positive working capital of $9.Tiom at December 31, 2012, compared to positiveking capital of $7.2 millio
at December 31, 2011. The Company's current raa® W7 at both December 31, 2012 and 2011. Thedrerin working capital was prima
due to increases in cash and accounts receivaldladecreases in borrowings against lines of crguditfially offset by increased accol
payable and accrued expenses.

Credit Facilities:

Domestic Credit Facility

SGRP and certain of its domestic subsidiaries, ha®BAR Marketing Force, Inc., National Assemblyngees, Inc., SPAR Grot
International, Inc., SPAR Trademarks, Inc., and BR¥cquisition, Inc. (each a "Subsidiary Borrowestid together with SGRP, collective
the "Borrowers"), entered into a Revolving Loan &@eturity Agreement dated as of July 6, 2010 (tbeath Agreement"), with Sterlir
National Bank and Cornerstone Bank as the lendkes"(enders"), and issued their Secured Revoltiogn Notes in the original maximt
principal amounts of $5.0 million to Sterling Natal Bank and $1.5 million to Cornerstone Bank (iNetes"), to document and govern its t
credit facility with them (the "Sterling Credit Rhty"). In June 2011, the Lenders agreed to: fdduce the personal guarantee limits tc
amounts noted below, and (2) extend the maturityhef Sterling Credit Facility until July 2013. Ti&terling Credit Facility was amenc
effective as of July 1, 2012 (the "Second Sterimgendment"), to: (1) increase the maximum availablelving loan amount to $6.5 milli
from Sterling National Bank and remove CornerstBaek as a lender, (2) reduce the interest rateitoepplus three quarters of one per:
(3/4%) per annum, and (3) release and discharde®aarantor as noted below.

In addition, Mr. Robert G. Brown, a Director, thé&rman and a major stockholder of SGRP, and Mtliakfi H. Bartels, a Directc
the Vice Chairman and a major stockholder of SGiByided personal guarantees of the Sterling Cirealiility totaling $1,250,000 pursu
to their Limited Continuing Guaranty in favor ofeth.enders dated as of July 6, 2010, as amendedne 2011 (the "Limited Sterlil
Guaranty"). In the Second Sterling Amendment, Riobert G. Brown and Mr. William H. Bartels weregased and discharged by Ster
from their Limited Sterling Guaranty.

Revolving Loans of up to $6.5 million are availabdethe Borrowers under the Sterling Credit Facitihsed upon the borrowing b
formula defined in the Loan Agreement (principe8§% of "eligible” domestic accounts receivable lesgain reserves). The Sterling Cr
Facility is secured by substantially all of the eissof the Borrowers (other than SGRP's foreigrsisiidries, certain designated dome
subsidiaries, and their respective equity and afsset

As of the effective date of the Second Sterling Adraent, the basic interest rate under the Steflireglit Facility was reduced

three quarters of one percent (3/4%) per annurhgcstim of the fluctuating Prime Rate of interedtlighed in the Wall Street Journal fr
time to time plus three quarters of one percer¥@/percent per annum, which automatically chang#seach change in such rate.
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Effective January 1, 2013 the Sterling Credit Fgcivas amended (the "Third Sterling Amendment"yeduce the interest rate to
Prime Rate (as that term is defined in the LoaneA&grent) plus one quarter of one percent (1/4%apeam.

Due to the requirement to maintain a lock box agesment with the Agent and the Lenders' abilitynieoke a subjective accelerat
clause at its discretion, borrowings under theligtgCredit Facility will be classified as current.

The Sterling Credit Facility contains certain fig&@ and other restrictive covenants and also $ngiértain expenditures by
Borrowers, including, but not limited to, capitadpenditures and other investments. At Decembe2812, the Company was in complia

with such covenants.

International Credit Facilities:

In October 2011, SPARFACTS Australia Pty. Ltd.,laepd the Commonwealth Bank line of credit with ewnreceivables bas
secured line of credit facility with Oxford Fundirgty Ltd. for $1.2 million (Australian) or approxately $1.2 million (based upon 1
exchange rate at December 31, 2012). The fagitiyides for borrowing based upon a formula asngefiin the agreement (principally 80%
eligible accounts receivable less certain dedusjioifhe agreement expired on October 31, 201ARBACTS is in the process
renegotiating a new agreement.

SPAR Canada Company, a wholly owned subsidiary,ahascured credit agreement with Royal Bank of @anaroviding for
Demand Operating Loan for a maximum borrowing o6&000 (Canadian) or approximately $753,000 (bagsah the exchange rate
December 31, 2012). The Demand Operating Loan gesvior borrowing based upon a formula as definge agreement (principally 75%
eligible accounts receivable less certain dedusjiand a minimum total debt to tangible net wodkienant. The Company was in complie
with the minimum total debt to tangible net worthvenant under this line of credit at December 81,2

On March 7, 2011, the Japanese subsidiary, SPAR&Mn, Inc., a wholly owned subsidiary, securezha Wwith Mizuho Bank in tt
amount of 20.0 million Yen (Japanese), or approxaiyeb232,000. The loan is payable in monthlyalistents of 238,000 Yen or $2,800 a
interest rate of 0.1% per annum with a maturityedzft February 28, 2018. The outstanding baland@eaember 31, 2012, was approxima
14.8 million Yen or $171,000 (based upon the exghaate at December 31, 2012).

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

Interest Interest
December 31, 20: Rate December 31, 20: Rate

Credit Facilitied_oan Balance

United States $ 1,76:2 43%% 2,621 4.8%

Australia 21C 9.4% 40z 10.£%

Canada 421 4.C% 61¢€ 4.C%
$ 2,39:¢ $ 3,641

Other Debt Facility

Japan Term Loan $ 171 0.1%$ 227 0.1%
December 31, 20: December 31, 20:

Unused Availability:

United States $ 4,24¢ $ 2,671

Australia 1,03t 81¢

Canada 331 11¢€
$ 5,614 $ 3,607
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Management believes that based upon the contimuatiche Company's existing credit facilities, gated results of operatio
vendor payment requirements and other financinglabla to the Company (including amounts due tdliafés), sources of cash availabi
should be manageable and sufficient to support ioggoperations over the next year. However, delaysollection of receivables due fr
any of the Company's major clients, or a significeduction in business from such clients couldehavmaterial adverse effect on
Company's cash resources and its ongoing abilityrtd operations.

Certain Contractual Obligations

The following table contains a summary of certadithe Company's contractual obligations by categmrypf December 31, 2012
thousands).

Period in which payments are due
Less than 1 More than 5
Contractual Obligations Total year 1-3 years 3-5 years years

Credit Facilities $ 256.| $ 242¢| $ 66| $ 66| $ 6
Contingent Liabilities 68¢ 242 447 - -
Capital Lease Obligations 314 201 11: — =
Note to NMA 20C 20C — — -
Operating Lease Obligations 3,181 1,14¢ 1,087 60¢ 341
Total $ 6,94¢| $ 421 $ 1,71: ] $ 675 ] $ 347

ltem 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 Accountémon Accounting and Financial Disclosure

None.
Item 9A.(T) Controls and Procedures
Management's Report on Internal Control Over Finandal Reporting

The Company's management is responsible for esiédij and maintaining adequate internal controk dvencial reporting for tr
registrant, as such term is defined in Exchange Ruales 13a-15(f) and 15t5(f). Management has designed such internal cbwotrel
financial reporting by the Company to provide rewdale assurance regarding the reliability of finahceportingand the preparation
consolidated financial statements for external pses in accordance with generally accepted acemumtiinciples in the United States
America.

The Company's management has evaluated the effieeBg of the Company's internal control over firn@porting using tt
"Internal Control —Integrated Framework (1992)" created by the Conemitbf Sponsoring Organizations of the Treadway Csior

("COSsO") framework. Based on this evaluation, nggmaent has concluded that internal controls ovenritial reporting were effective as
December 31, 2012.
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Under applicable Securities Law, the Company is majuired to obtain an attestation report from @@mpany's independe
registered public accounting firm regarding intémantrol over financial reporting, and accordinglych an attestation has not been obtain
included in this Annual Report.

Management's Evaluation of Disclosure Controls anérocedures

The Company's chief executive officer and chieaficial officer have each reviewed and evaluatectfeetiveness of the Compar
disclosure controls and procedures (as definedxich&nge Act Rules 13a-15(e) and 1Bsle)) as of the end of the period covered by
report, as required by Exchange Act Rules 13a-1&() Rule 15d:5(b). Based on that evaluation, the chief exeeutifficer and chie
financial officer have each concluded that the Canyfs current disclosure controls and procedurestiective to insure that the informat
required to be disclosed by the Company in reporfites, or submits under the Exchange Act wereorded, processed, summarized
reported within the time period specified in then@oission's rules and forms. Disclosure controld procedures include, without limitatic
controls and procedures designed to ensure thaniattion required to be disclosed by an issuehénréports that it files or submits under
Exchange Act is accumulated and communicated testher's management, including its principal ekieewand principal financial officers,
persons performing similar functions, as appropratallow timely decisions regarding required lisare.

Changes in Internal Controls

There have been no changes in the Company's ihteon&ols over financial reporting that occurregridg the Company's fou
quarter of its 2012 fiscal year that materiallyeated, or are reasonably likely to materially afféee Company's internal controls over finar
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 fortls iBRP's definitive Proxy Statement respecting its dairMeeting of Stockholde
currently scheduled to be held on May 7, 2013,nakvehen filed with the SEC (which SGRP plans te filirsuant to Regulation 14 A in Aj
of 2013, but not later than 120 days after the @nthe Company's 2012 fiscal year)yhich information is incorporated by reference h
Annual Report. Notwithstanding the foregoing, imf@tion appearing in the sections in such Proxye8iant entitled "PROPOSAL 3 -
ADVISORY VOTE ON EXECUTIVE COMPENSATION", "PROPOSAK - ADVISORY VOTE ON THE FREQUENCY THAT TH
CORPORATION HOLDS THE ADVISORY VOTE ON EXECUTIVE Q@PENSATION", and "Audit Committee Report" shall tnbe
deemed to be incorporated by reference in this AhReport.

Item 11. Executive Compensation

Reference is made to the information set forth @R®'s definitive Proxy Statement respecting its yairMeeting of Stockholde
currently scheduled to be held on May 7, 2013,nakvehen filed with the SEC (which SGRP plans te filirsuant to Regulation 14 A in Aj
of 2013, but not later than 120 days after the eihthe Company's 2012 fiscal year), which informatis incorporated by reference to
Annual Report. Notwithstanding the foregoing, imf@tion appearing in the sections in such Proxye8taht entitled "PROPOSAL 3 -
ADVISORY VOTE ON EXECUTIVE COMPENSATION", "PROPOSAK - ADVISORY VOTE ON THE FREQUENCY THAT TH
CORPORATION HOLDS THE ADVISORY VOTE ON EXECUTIVE Q@PENSATION", and "Audit Committee Report" shall nbé
deemed to be incorporated by reference in this AhReport.

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

Reference is made to the information set forth @R®'s definitive Proxy Statement respecting its wairMeeting of Stockholde
currently scheduled to be held on May 7, 2013,rasvehen filed with the SEC (which SGRP plans te fiursuant to Regulation 14 A in Aj
of 2013, but not later than 120 days after the ehthe Company's 2012 fiscal year), which informatis incorporated by reference to
Annual Report. Notwithstanding the foregoing, imf@tion appearing in the sections in such Proxye8taht entitled "PROPOSAL 3 -
ADVISORY VOTE ON EXECUTIVE COMPENSATION", "PROPOSAK - ADVISORY VOTE ON THE FREQUENCY THAT TH
CORPORATION HOLDS THE ADVISORY VOTE ON EXECUTIVE A@PENSATION", and "Audit Committee Report" shall nbe
deemed to be incorporated by reference in this AhReport.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence

Reference is made to the information set forth @R®'s definitive Proxy Statement respecting its yairMeeting of Stockholde
currently scheduled to be held on May 7, 2013,rasvehen filed with the SEC (which SGRP plans te fiursuant to Regulation 14 A in Aj
of 2013, but not later than 120 days after the ehthe Company's 2012 fiscal year), which informatis incorporated by reference to
Annual Report. Notwithstanding the foregoing, imf@tion appearing in the sections in such Proxye8iant entitled "PROPOSAL 3 -
ADVISORY VOTE ON EXECUTIVE COMPENSATION", "PROPOSAK - ADVISORY VOTE ON THE FREQUENCY THAT TH
CORPORATION HOLDS THE ADVISORY VOTE ON EXECUTIVE O@PENSATION", and "Audit Committee Report" shall nbg
deemed to be incorporated by reference in this AhReport.

Item 14. Principal Accountant Fees and Services

Reference is made to the information set forth @R®'s definitive Proxy Statement respecting its wainMeeting of Stockholde
currently scheduled to be held on May 7, 2013,nakvehen filed with the SEC (which SGRP plans te filirsuant to Regulation 14 A in Aj
of 2013, but not later than 120 days after the ehthe Company's 2012 fiscal year), the Compangfinitive proxy statement, which t
Company plans to file pursuant to Regulation 14 if&EC in April of 2013 (but not later than 120ydaafter the end of the Company's fi
year), respecting SGRP's Annual Meeting of Stoakén, presently scheduled to be held on May 7, 28h&h information is incorporated
reference to this Annual Report. Notwithstanding floregoing, information appearing in the sectiamssuch Proxy Statement entit
"PROPOSAL 3 - ADVISORY VOTE ON EXECUTIVE COMPENSADN", "PROPOSAL 4 -ADVISORY VOTE ON THE FREQUENC
THAT THE CORPORATION HOLDS THE ADVISORY VOTE ON EXEUTIVE COMPENSATION", and "Audit Committee Reporthal
not be deemed to be incorporated by referencdsrmtnual Report.
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PART IV

Item 15. Exhibits and Financial Statement Schedule

1.

Index to Financial Statements filed as part of thigeport:

Reports of Independent Registered Public Accourfings

* Rehmann Robsac F-
. Gossler, Sociedad Civil, Member Crowe Horwath Inégional F-
. BDO South Africa Inc F-
Reports of Nitin Mittal & Co., Independent Public@ounting Firm F-
Consolidated Balance Sheets as of December 31, a6tiZDecember 31, 2011 F-

Consolidated Statements of Income and Comprehehsioee for the years ended December 31, 2012Daceémber 31 F-
2011

Consolidated Statements of Equity for the yearedrdecember 31, 2012, and December 31, 2011 F-
Consolidated Statements of Cash Flows for the ye@ted December 31, 2012, and December 31, 2011 F-
Notes to Consolidated Financial Stateme F-

2. Financial Statement Schedule.

Schedule Il - Valuation and Qualifying Accounts fbe two years ended December 31, 2012 F-3
3. Exhibits.
Exhibit

Number Description

3.1

3.2

3.3

3.4

Certificate of Incorporation of SPAR Group, Incef@rred to therein under its former name of PIA dhandisin
Services, Inc.), as amended ("SGRP"), incorporaitedeference to SGRP's Registration Statement am 1
(Registration No. 380429), as filed with the Securities and Exchangmfission ("SEC") on December 14, 1
(the "Form St"), and the Certificate of Amendment filed witletBecretary of State of the State of Delaware &
8, 1999 (which, among other things, changes SGRdtise to SPAR Group, Inc.), (incorporated by refeeett
Exhibit 3.1 to SGRP's Quarterly Report on Form 1f6xhe 3rd Quarter ended September 30, 1999).

Amended and Restated Byws of SPAR Group, Inc., as adopted on May 184288 amended through Noven
10, 2011 (incorporated by reference to SGRP's AnhReaort on Form 1@, as filed with the SEC on March
2012).

Amended and Restated Charter of the Audit Commiifebe Board of Directors of SPAR Group, Inc., pigal or
May 18, 2004 (incorporated by reference to SGRRiseDt Report on Form R; as filed with the SEC on May :
2004).

Charter of the Compensation Committee of the Badrirectors of SPAR Group, Inc., adopted on May 280«
(incorporated by reference to SGRP's Current RepoForm 8-K, as filed with the SEC on May 27, 2004
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3.5

3.6

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

Charter of the Governance Committee of the Boar®ioéctors of SPAR Group, Inc., adopted on May 280
(incorporated by reference to SGRP's Current RepoForm 8-K, as filed with the SEC on May 27, 2004

SPAR Group, Inc. Statement of Policy Respectingi8tolder Communications with Directors, adoptedvtay 18
2004 (incorporated by reference to SGRP's CurrepbR on Form 8-K, as filed with the SEC on May 2004).

SPAR Group, Inc. Statement of Policy Regarding &oe Qualifications and Nominations, adopted on Mz,
2004 (incorporated by reference to SGRP's CurreppbR on Form 8-K, as filed with the SEC on May 2004).

Certificate of Designation of Series "A" Preferr@tbck of SPAR Group, Inc., As of March 28, 200&¢rporate
by reference to SGRP's Annual Report on FornK1or the fiscal year ended December 31, 2007jled Wwith the
SEC on March 31, 2008).

Registration Rights Agreement entered into as oludey 21, 1992, by and between SGRP (as successbs
merger in 1996 with, PIA Holding Corporation, f/kR/M Holding Corporation, the California Limited Raership
The Riordan Foundation and Creditanstalt-Bankve(iimeorporated by reference to the Form S-1).

Amended and Restated Series A Preferred Stock Sptise Agreement by and among SGRP, Robert G. B
William H. Bartels and SPAR Management Services,,la Nevada corporation ("SMSI"), dated Septentr
2008, and effective as of March 31, 2008 (incorfeataby reference to SGRP's Current Report on FekKndatec
October 6, 2008, as filed with the SEC on Octolfgr2D08).

Series A Preferred Stock Subscription Agreemenaiy among SGRP, SP/R Inc. Defined Benefit Pensian,
acting through Robert G. Brown, its Trustee, WHBV&®S, Inc. Defined Benefit Trust, acting throughilliam H.
Bartels, its Trustee, and WHB Services, Inc. Investt Savings Trust, acting through William H. Blstdts
Trustee, affiliates of Mr. Robert G. Brown and William H. Bartels, dated September 30, 2008, dfettve as ¢
September 24, 2008 (incorporated by reference tBRFE&Current Report on FormkBdated October 6, 2008,
filed with the SEC on October 10, 2008).

SGRP's Offer to Exchange Certain Outstanding Stopkions for New Stock Options dated August 24, !
(incorporated by reference to Exhibits 99(a)(1){dough (G) of SGRP's Schedule TO dated Augus®@a9, a
filed with the SEC on August 25, 2009 ("SGRP's STIT)).

SGRP's Common Stock Prospectus Dated April 8, 2(0idorporated by reference to SGRP's Pfiective
Amendment No. 4 to its Registration Statement omF$-3 (Registration No. 33B62657) as filed with the SEC
April 7, 2011).

Form of SGRP's Common Stock Certificate (incorpediy reference to SGRP's Fxffective Amendment No. 1
its Registration Statement on Form S-3 (Registnalo. 333-162657) as filed with the SEC on Februarg011).

Form of SGRP's Preferred Stock Certificate (incoaped by reference to SGRP's Bféective Amendment No. 1
its Registration Statement on Form S-3 (Registnalo. 333-162657) as filed with the SEC on Februgrg011).

SPAR Group, Inc. 2008 Stock Compensation Planctfie as of May 29, 2008, and as amended througi 28
2009 (the "SGRP 2008 Plan") (incorporated by refeeeo SGRP's Current Report on Forrd 8ated June 4, 20(
as filed with the SEC on June 4, 2009).

Summary Description and Prospectus dated August2R89, respecting the SPAR Group, Inc. 2008 ¢
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 (incorporated feyerec:
to SGRP's first and final amendment to its SC [T@ Schedule TO I/A dated October 20, 2009, afivith the
SEC on October 22, 2009).

2000 Stock Option Plan, as amended through May Q@6 (incorporated by reference to SGRP's QuarkRelyor
on Form 10-Q for the quarter ended September 36,285 filed with the SEC on November 14, 2006).
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10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

2001 Employee Stock Purchase Plan (incorporatedefarence to SGRP's Proxy Statement for SGRP'sal
stockholders meeting held on August 2, 2001, ad fitith the SEC on July 12, 2001).

2001 Consultant Stock Purchase Plan (incorporayeceterence to SGRP's Proxy Statement for SGRPrua
meeting held on August 2, 2001, as filed with tlE&CSn July 12, 2001).

Amended and Restated Change in Control SeveranszeAgnt between William H. Bartels and SGRP, dagd
December 22, 2008 (incorporated by reference toRBB&Rnnual Report on Form Xfor the year ended Decem
31, 2009, as filed with the SEC on April 15, 2010).

Amended and Restated Change in Control SeveranoeeAgnt between Gary S. Raymond and SGRP, datef
December 30, 2008 (incorporated by reference toRBB&Rnnual Report on Form Xfor the year ended Decem
31, 2009, as filed with the SEC on April 15, 2010).

Amended and Restated Change in Control SeveranceeAgnt between Kori G. Belzer and SGRP, dated
December 31, 2008 (incorporated by reference toB&Rnnual Report on Form Xfor the year ended Decem
31, 2009, as filed with the SEC on April 15, 2010).

Amended and Restated Change in Control SeveranceeAgnt between Patricia Franco and SGRP, dated
December 31, 2008 (incorporated by reference toRBB&Rnnual Report on Form Xfor the year ended Decem
31, 2009, as filed with the SEC on April 15, 2010).

Amended and Restated Change in Control SeveranoeeAgnt between James R. Segreto and SGRP, daté
December 20, 2008 (incorporated by reference toB&Rnnual Report on Form Xfor the year ended Decem
31, 2009, as filed with the SEC on April 15, 2010).

Amended and Restated Field Service Agreement datdceffective as of January 1, 2004, by and betvgieAF
Marketing Services, Inc., and SPAR Marketing Fotnoe, (incorporated by reference to SGRP's Quarieeport o
Form 10-Q for the quarter ended March 31, 2004ijess with the SEC on May 21, 2004).

First Amendment to Amended and Restated Field Berdigreement between SPAR Marketing Services, b
Nevada corporation (SMS"), and SPAR Marketing Force, Inc., a Nevada capon (" SME"), dated Septemb
30, 2008, and effective as of September 24, 2008 '(tFirst Amendment) (incorporated by reference to SGF
Current Report on Form 8-K dated October 6, 2068ilad with the SEC on October 10, 2008).

Amended and Restated Field Management Agreemeatl datd effective as of January 1, 2004, by and dos
SPAR Management Services, Inc., and SPAR Markdtonge, Inc. (incorporated by reference to SGRPart@tly
Report on Form 10-Q for the quarter ended Marc2B04, as filed with the SEC on May 21, 2004).

Amended and Restated Programming and Support Agmretehy and between SPAR Marketing Force, Inc.
SPAR Infotech, Inc., dated and effective as of Smjer 15, 2007 (incorporated by reference to SGRBtsen
Report on Form 8-K, as filed with the SEC on Novemb4, 2007).

Trademark License Agreement dated as of July 89,189 and between SPAR Marketing Services, Ind, SIRAF
Trademarks, Inc. (incorporated by reference to S&R¥nual Report on Form 1K-for the fiscal year end
December 31, 2002, as filed with the SEC on Marth?B03).

Trademark License Agreement dated as of July 89,1%9 and between SPAR Infotech, Inc., and S
Trademarks, Inc. (incorporated by reference to S&R¥nual Report on Form 1K-for the fiscal year end:
December 31, 2002, as filed with the SEC on Mart2803).

Joint Venture Agreement dated as of March 29, 2t6,and between FACE AND COSMETIC TRADI!
SERVICES PTY LIMITED and SPAR International, Ltdgespecting the Corporation's subsidiary in Aud
(incorporated by reference to SGRP's Annual Repoftorm 10K for the fiscal year ended December 31, 200
filed with the SEC on April 2, 2007).

Joint Venture Shareholders Agreement between Fré&ti401 (Proprietary) Limited, SPAR Group Inteiinatl,
Inc., Derek O'BrienBrian Mason, SMD Meridian CC, Meridian Sales & Mehandisign (Western Cape) CC, Re
Consumer Marketing CC, Merhold Holding Trust inpest of SGRP Meridian (Proprietary) Limited, dasesdof
June 25, 2004, respecting SGRP's consolidateddialysin South Africa (incorporated by referenceSBRP's
Annual Report on Form 10-K for the fiscal year eshddecember 31, 2004, as filed with the SEC on Ail2005).
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10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

Joint Venture Agreement dated as of September12, 48y and between Combined Manufacturers Natigts)
Ltd and SGRP Meridian (Pty) Ltd, respecting SGRigditional consolidated subsidiary in South Afrjaa filed
herewith).

Joint Venture Agreement dated as of August 2, 2B¢Bnd among Todopromo, S.A. de C.V., Sepeme, &A.
C.V., Top Promoservicios, S.A. de C.V., Conapag@, Vr. Juan Francisco Medina Domenzain, Mr. Juamé&iscc
Medina Staines, Mr. Jorge Carlos Medina Staines JMiio Cesar Hernandez Vanegas, and SPAR Group
International, Inc., respecting SGRP's consolidatdskidiary in Mexico (as filed herewith).

Joint Venture Agreement dated as of August 30, 2B§2nd between National Merchandising of Amerina,, a
Georgia corporation, SPAR NMS Holdings, Inc., a &lda corporation and consolidated subsidiary of SGRE
National Merchandising Services, LLC, a Nevadattaiiliability company and consolidated subsidiarpGRP
(incorporated by reference to SGRP's Quarterly RepoForm 10-Q, as filed with the SEC on Noven®e2012).

Field Services Agreement dated as of Septembed1R, between National Merchandising of America,,lac
Georgia corporation, and National Merchandising/tges, LLC, a Nevada limited liability company and
consolidated subsidiary of SGRP (incorporated figremce to SGRP's Quarterly Report on FornQl@s filed witt
the SEC on November 9, 2012).

Asset Purchase Agreement dated as of March 15, d@h8een Market Force Information, Inc., a Delavar
corporation, and SPAR Marketing Force, Inc., a Niaveorporation and consolidated subsidiary of SGRP
(incorporated by reference to SGRP's Current RepoForm 8-K, as filed with the SEC on March 2013).

Revolving Loan and Security Agreement dated asubf 8, 2010 (the "Sterling Loan Agreement"), by aardon(
SGRP, and certain of its direct and indirect subsiels, namely SPAR Incentive Marketing, Inc.,
Merchandising Co., Inc., Pivotal Sales Company,idda Assembly Services, Inc., SPAR/Burgoyne R
Services, Inc., SPAR Group International, Inc., 8PAcquisition, Inc., SPAR Trademarks, Inc., SPARrkédinc
Force, Inc. and SPAR, Inc. (each a "Subsidiary @eer", and together with SGRP, collectively, th€®AR Sterling
Borrowers"), and Sterling National Bank, as Agetite( "Sterling Agent”), and Sterling National Bankd
Cornerstone Bank, as lenders (collectively, theeflBty Lenders") (incorporated by reference to SGRERurrer
Report on Form 8-K, as filed with the SEC on Ju?y 2010).

Secured Revolving Loan Note in the original maximpmmcipal amount of $5,000,000 issued by the SFA&Rling
Borrowers to Sterling National Bank pursuant tod(governed by) the Sterling Loan Agreement andddaseof Jul
6, 2010 (incorporated by reference to SGRP's CuReport on Form 8-K, as filed with the SEC on JLi#y 2010).

Secured Revolving Loan Note in the original maximpiimcipal amount of $1,500,000 issued by the SFEA&Iin¢
Borrowers to Cornerstone Bank pursuant to (and gp@ceby) the Sterling Loan Agreement and datedf dsily 6
2010 (incorporated by reference to SGRP's CurrepbR on Form 8-K, as filed with the SEC on July 2Q10).

Limited Continuing Guaranty of the obligations b&tSPAR Sterling Borrowers under the Sterling Légneemer
from Robert G. Brown and William H. Bartels in fawaf the Sterling Lenders dated as of July 6, 2@d€orporate
by reference to SGRP's Current Report on Form 8sKiled with the SEC on July 12, 2010).

Agreement of Amendment to Revolving Loan and Ségu#tgreement And Other Documents dated as of S
1, 2011, and effective as of June 1, 2011, amoadG®PAR Sterling Borrowers, the Sterling Lenders thedSterlin
Agent and confirmed by Robert G. Brown and Willidiin Bartels as guarantors (incorporated by referdn
SGRP's Annual Report on Form 10-K, as filed with 8EC on March 21, 2012).

Second Agreement of Amendment to Revolving Loan @adurity Agreement And Other Documents dated
effective as of July 1, 2012, among the SPAR StgrBorrowers, the Sterling Lenders (including Costene as
departing Lender), and the Sterling Agent (incoaped by reference to SGRP's Quarterly Report omBdrQ, a
filed with the SEC on

August 10, 2012).

Third Agreement of Amendment to Revolving Loan &éwekturity Agreement And Other Documents dated

February 8, 2013, and effective as of January 1328mong the SPAR Sterling Borrowers, the Steiliegders an
the Sterling Agent (as filed herewith).
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10.32 Confirmation of Credit Facilities Letter by RoyahBk of Canada in favor of SPAR Canada Company daseo
October 17, 2006 (incorporated by reference to S&RRANnual Report on Form 10-for the fiscal year end
December 31, 2006, as filed with the SEC on Apr2@07).

10.33 General Security Agreement by SPAR Canada Compafgvor of Royal Bank of Canada dated as of Oct@x
2006 (incorporated by reference to SGRP's AnnualoReon Form 1K for the fiscal year ended December
2006, as filed with the SEC on April 2, 2007).

10.34 Waiver Letter and Amendment by and between RoyalkBaf Canada Company, dated as of March 31,
(incorporated by reference to SGRP's Annual Repofform 10-K, as filed with the SEC on March 31020

10.35 Letter of Offer dated September 29, 2011, and Gersiness Factoring Agreement (undated) betwedar®
Funding Pty Ltd and SPARfacts Pty Ltd (as filedewéth).

14.1 Code of Ethical Conduct for the Directors, Senigeé&utives and Employees, of SPAR Group, Inc., Anseinan:
Restated (as of) August 1, 2012 (incorporated byreace to SGRP's Quarterly Report on FornQl@&s filed witl
the SEC on November 9, 2012).

14.2 Statement of Policy Regarding Personal Securitiesdactions in SGRP Stock and Neublic Information, &
amended and restated on May 1, 2004, and as fuathended through March 10, 2011 (incorporated fareace t
SGRP's Annual Report on Form KOfor the year ended December 31, 2010, as fileth wwie SEC on March 1

2011).

21.1 List of Subsidiaries (as filed herewith).

23.1 Consent of Rehmann Robson (as filed herewith).

23.2 Consent of Gossler, Sociedad Civil, Member Crowewdth International (as filed herewith ).

23.3 Consent of BDO South Africa Inc. (as filed herewith

23.4 Consent of Nitin Mittal and Co. (as filed herewith)

31.1 Certification of Chief Executive Officer Pursuamt Section 302 of the Sarban®@siey Act of 2002 (as file
herewith).

31.2 Certification of Chief Financial Officer Pursuard Section 302 of the Sarban®siey Act of 2002 (as file
herewith).

32.1 Certification of Chief Executive Officer Pursuart Section 906 of the Sarban®@sley Act of 2002 (as file
herewith).

32.2 Certification of Chief Financial Officer Pursuard Section 906 of the Sarban@siey Act of 2002 (as file
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 orpart of a registration statement or prospectupfoposes of sections 11 or 12 of the
Securities Act of 1933, as amended, is deemedledtfbr purposes of section 18 of the SecuritigslHange Act of 1934, as amended, and
otherwise is not subject to liability under theset®ns.
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SIGNATURES

Pursuant to the requirements of Section 13 or 16{ckhe Securities Exchange Act of 1934, the Regdthas duly caused t
amendment to the report to be signed on its béldyatfie undersigned, thereunto duly authorized.

SPAR Group, Inc.

By: /s/ Gary S. Raymond

Gary S. Raymond
Chief Executive Officer

Date: April 1, 2013

Pursuant to the requirements of the Securities &xgé Act of 1934, this amendment to the reportbeen signed below by t
following persons on behalf of the Registrant amnthe capacities indicated.

SIGNATURE TITLE

/sl Gary S. Raymond Chief Executive Officer and Director

Gary S. Raymond
Date: April 1, 2013

/sl Robert G. Brown Chairman of the Board and Director
Robert G. Brown
Date: April 1, 2013

/s/  William H. Bartels Vice Chairman and Director
William H. Bartels
Date: April 1, 2013

/sl Jack W. Partridge Director

Jack W. Partridge
Date: April 1, 2013

/sl Lorrence T. Kellar Director

Lorrence T. Kellar
Date: April 1, 2013

/sl C. Manly Molpus Director

C. Manly Molpus
Date: April 1, 2013

/s/ Arthur B. Drogue Director
Arthur B. Drogue
Date: April 1, 2013

/sl James R. Segreto Chief Financial Officer,

James R. Segreto Treasurer and Secretary (Principal Financial ancb@oting Officer)
Date: April 1, 2013
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Report of Independent Registered Public AccourfEing

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

We have audited the accompanying consolidated balaheets of SPAR Group, Inc. and Subsidiarie§ Becember 31, 2012 and 2011,
the related consolidated statements of income antprehensive income, equity, and cash flows fohedahe years in the twgear perio
ended December 31, 2012. Our audits also incltidedinancial statement schedule for these yealistasl in the index at Item 15. SP
Group, Inc. and Subsidiariesianagement is responsible for these consolidatetdial statements. Our responsibility is to expes opinio
on these consolidated financial statements basedioaudits. We did not audit the financial stateta@f SPAR TODOPROMO, SAPI, de C
a subsidiary, or SGRP Meridian (Pty) Ltd., a suiasid as of and for the year ended December 312 201SPAR KROGNOS Marketil
Private Limited (Formerly Known as SPAR Solutiongrighandising Private Limited), a subsidiary, asud for the year ended Decembet
2011. These statements reflect total assets catirsgt24% and 2% of consolidated total assets &eotmber 31, 2012 and 2011, respecti
and total revenues constituting 24% and 3% of twaakolidated revenue for the years then endegecéisely. Such financial statements w
audited by other auditors whose reports have beerished to us, and our opinion, insofar as itteslao the amounts included for SF
TODOPROMO, SAPI, de CV and SGRP Meridian (Pty) lftit. 2012 and SPAR KROGNOS Marketing Private Limdifer 2011 is base
solely on the report of the other auditors.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to ebtaasonable assurance about whether the congalitiatincial statements are free of mat
misstatement. The company is not required to hawewere we engaged to perform, an audit of itsrival control over financial reporting. C
audit included consideration of internal controkeo¥inancial reporting as a basis for designingitaptbcedures that are appropriate in
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the compsimyternal control over financial reportii
Accordingly, we express no such opinion. An aatib includes examining, on a test basis, evidsaopgorting the amounts and disclosur¢
the consolidated financial statements. An audib afgcludes assessing the accounting principles @b significant estimates made
management, as well as evaluating the overall fisdistatement presentation. We believe that oditaand the reports of the other audi
provide a reasonable basis for our opinion.

In our opinion, based on our audits and the repairtthe other auditors for 2012 and 2011, the chasi®d financial statements referrec
above present fairly, in all material respects,abrsolidated financial position of SPAR Group,.land Subsidiaries as of December 31, !
and 2011, and the consolidated results of its djp@saand its cash flows for each of the yearhantivoyear period ended December 31, Z
in conformity with accounting principles generadlgcepted in the United States of America. Alsaunopinion, the related financial schec
for those years, when considered in relation tocthresolidated financial statements taken as a wh@sents fairly, in all material respects,
information set forth therein.

/sl Rehmann Robson

Troy, Michigan
April 1, 2013

F-1




Report of Independent Registered Public AccourfEing
The Board of Directors and Stockholders

SPAR TODOPROMO, SAPI, de CV

We have audited the accompanying balance shed?ARSTODOPROMO, SAPI, de CV, as of December 31, 284@ the related stateme
of income, equity, and cash flows for the year theded. SPAR TODOPROMO, SAPI, de G\thanagement is responsible for these fina
statements. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight ld&@nited States). Those stand:
require that we plan and perform the audit to obtaasonable assurance about whether the finastiééments are free of mate
misstatement. The company is not required to hawewere we engaged to perform, an audit of itsrival control over financial reporting. C
audit included consideration of internal controkep¥inancial reporting as a basis for designingitaptbcedures that are appropriate in
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the compsumyternal control over financial reportii
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptingiples used and significant estimates made bypagement, as well as evaluating
overall financial statement presentation. We belithat our audit provides a reasonable basis foopimion.

In our opinion, the financial statements referreélbove present fairly, in all material respedis, financial position of SPAR TODOPRON

SAPI, de CV, as of December 31, 2012, and the teesliits operations and its cash flows for theryhan ended in conformity with account
principles generally accepted in United States mwiefica.

/s/ Gossler, Sociedad Civil, Member Crowe Horwaitednational

Mexico City, Mexico
March 1, 2013




Report of Independent Registered Public AccourfEing
The Board of Directors and Stockholders

SGRP Meridian (Pty) Ltd.

We have audited the accompanying consolidated balaheet of SGRP Meridian (Pty) Ltd., as of Decenfie 2012 and the relaf
consolidated statements of income and compreheimsdeene, equity, and cash flows for the year theded. SGRP Meridian (Pty) Ltd.’
management is responsible for these consolidatetdial statements. Our responsibility is to expasopinion on these consolidated finat
statements based on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether the congalitiatincial statements are free of mat
misstatement. The company is not required to hawewere we engaged to perform, an audit of itsrival control over financial reporting. C
audit included consideration of internal controkep¥inancial reporting as a basis for designingitaptbcedures that are appropriate in
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the compsumyternal control over financial reportii
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the consolidated financial statements, assessiagatitounting principles used and significant edesanade by management, as we
evaluating the overall financial statement pred@riaWe believe that our audit provides a reastmbhsis for our opinion.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all mater@spects, the consolidated financial pos
of SGRP Meridian (Pty) Ltd., as of December 31,20dnd the consolidated results of its operatiomkits cash flows for the year then en
in conformity with accounting principles generadlgcepted in United States of America.

/s/ BDO South Africa, In

Umhlanga, South Africa
March 4, 2013
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Report of Independent Public Accounting Firm

The Board of Directors and Stockholders

SPAR KROGNOS Marketing Private Limited

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

We have audited the accompanying balance she@ARKXROGNOS Marketing Private Limited (Formerly Kmo as SPAR
Solutions Merchandising Private Limited), a compargorporated under the laws of India, as of Decan®i, 2011 and the related statement:
of income, equity, and cash flows for the year taeded. SPAR KROGNOS Marketing Private Limited @magement is responsible for these
financial statements. Our responsibility is to egsran opinion on these financial statements basedr audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggéments are free of mate
misstatement. The company is not required to hawewere we engaged to perform, an audit of itsrival control over financial reporting. C
audit included consideration of internal controkep¥inancial reporting as a basis for designingitaptbcedures that are appropriate in
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the compsumyternal control over financial reportii
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptingiples used and significant estimates made bypagement, as well as evaluating
overall financial statement presentation. We belithat our audit provides a reasonable basis foopimion.

In our opinion, the financial statements referrecabove present fairly, in all material respedt®, financial position of SPAR KROGN(
Marketing Private Limited (Formerly Known as SPARI8ions Merchandising Private Limited), as of Dedxer 31, 2011, and the result:
its operations and its cash flows for the year theded in conformity with accounting principles geally accepted in United States of Amet

/s/ Nitin Mittal & Co.
Chartered Accountants

New Delhi, India
March 28, 2013




SPAR Group, Inc. and Subsidiaries
Consolidated Balance Sheets

(In thousands, except share and per share data)

December 31,

December 31,

2012 2011
Assets
Current assets:
Cash and cash equivalents $ 1,79 $ 1,70t
Accounts receivable, net 21,41« 15,46
Deferred tay 194 -
Prepaid expenses and other current assets 59¢€ 801
Total current assets 23,99¢ 17,967
Property and equipment, net 1,77 1,52
Goodwill 1,792 1,14¢
Intangibles 1,46¢ 70&
Other assets 237 17¢
Total assets $ 29,27(  $ 21,52:
Liabilities and equity
Current liabilities:
Accounts payable $ 4177 $ 1,81¢
Accrued expenses and other current liabilities 6,72¢ 4,03¢
Accrued expenses due to affiliates 70E 1,092
Customer deposits 263 182
Lines of credit 2,39¢ 3,641
Total current liabilities 14,26 10,77«
Long-term debt and other liabilities 26€ 334
Total liabilities 14,53¢ 11,10¢
Equity:
SPAR Group, Inc. equity
Preferred stock, $.01 par value: Authorized andlavie shares — 2,445,598 Issued and

outstanding shares — none — December 31, 2012-nDeeember 31, 2011 - -
Common stock, $.01 par value: Authorized shares,8630,000 | ssued and outstanding share:

20,456,453 — December 31, 2012 20,103,043 — Deae®ih@011 20t 201
Treasury stock (26) -
Additional paid-in capital 14,73¢ 13,94(
Accumulated other comprehensive loss (382 (172)
Accumulated deficit (1,696 (4,62¢)

Total SPAR Group, Inc. equity 12,83¢ 9,34:
Non-controlling interest 1,89¢ 1,07(
Total liabilities and equity $ 29,27C % 21,52:

See accompanying notes.




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

Year Ended December 31,

2012 2011

Net revenue 102,76t $ 73,524
Cost of revenues 75,53 51,02¢
Gross profit 27,23t 22,49¢
Selling, general and administrative expense 22,06 18,54:
Depreciation and amortization 1,16 1,06¢
Operating income 4,007 2,88t
Interest expense, net 12¢ 197
Other income (123) (17)
Income before provision for income taxes 4,001 2,69¢
Provision for income taxes 55C 362
Net income 3,451 2,331
Net income attributable to n-controlling interest (521 (1239)
Net income attributable to SPAR Group, | 2930 $ 2,21
Net income per basic and diluted common st
Net income— basic 014 $ 0.11
Net income- diluted 014 $ 0.1C
Weighted average common shares — basic 20,24( 19,95¢
Weighted average common shares — diluted 21,60¢ 21,32]
Net income 3,451 2,331
Other comprehensive income:

Foreign currency translation adjustments (210 (30)
Comprehensive income 3,241 $ 2,301

See accompanying notes.
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Balance at January 1,
2011

Preferred Stock and
accrued dividends
converted to
common stock

Exercise of warrants

Issuance of stock
options and
restricted shares to
employees & non-
employees for
services

Exercise of options

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

Other comprehensive
loss

Net income

Balance at December
31, 2011

Issuance of stock
options and
restricted shares to
employees & non-
employees for
services

Issuance of shares for
purchase of joint
venture

Exercise of options

Purchase of non-
controlling interest
in joint ventures

Other changes to non-
controlling interest

Other changes to paid-it
capital

Purchase of treasury
shares

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

Accumulated

Preferred Stock Common Stock Other Non-
Treasury Paid-In Accumulated Comprehensive Controlling Total
Shares Amount Shares Amount Stock Capital Deficit Loss Interest Equity

6 1931+ $ 19t $ (1) $13,54¢ $ (6,809 $ (142 $ 45C $ 7,247
(6) 60¢ 6 - - - - - -
75 1 - 63 - - - 64

- - - 42C - - - 42C

10t 1 - 3€ - - - 37

- - - (127) - - 217 9C

- - - - - - 15¢ 15¢

- - - - (32 - 122 90

- - 1 (1) - - - -

- - - - - (30) - (30)

— — — — 2,214 — 123 2,331

- 20,10 $ 201% — $13,94( $ (4,626¢) $ (172 $ 1,07C $ 10,41¢
2C - - 517 - - - 517

10C 1 - 164 - - - 16E

247 3 - 134 - - - 137

- - - - = = 36¢ 36¢€

- - - - - - (63 (63

- - - (17) - - - (a7)

(18) - (35 - - - - (35)



Reissued treasury sto

Other comprehensive
loss

Net income

Balance at December
31,2012

See accompanying notes.

4 - 9 _ - - - 9
_ _ _ _ - (210) - (210)
_ _ _ - 2,93( — 521 3,451
14,
-$ - 2045¢$ 205% (260% 736 $  (1,696% (38)$  1,89¢ $§ 14,73t
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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
Bad debt (recoveries), n
Deferred ta»

Share based compensation
Changes in non-controlling interest
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Accounts payable
Accrued expenses, other current liabilities andarasr deposits

Net cash provided by operating activit

Investing activities

Purchases of property and equipment and capitaiaétdiare
Purchase of NMS, LLC subsidiary

Purchase of Romanian subsidiary

Purchase of Mexican subsidiary

Purchase of Turkish subsidiary

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
Purchase of treasury shares

Net cash used in financing activiti

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 actives
Liability related to acquisition of Mexican subsdy
Liability related to acquisition of Turkish subsady
Liability related to acquisition of NMS, LLC subsady
Liability related to South African subsidiary

Preferred stock converted to common stock at par
Acquisition of equipment through capital lease
Liability related to acquisition of NMS, LLC

Stock issuance related to acquisition of NMS, LLC
Conversion of working capital loan to equity

Year Ended December 31,

2012 2011
$ 3,451 $ 2,337
1,167 1,06¢

72 (55)

(194 -

517 42(

305 497

(6,030) (1,439

14€ 53¢

2,35¢ 15

1,65: 16C

3,44¢ 3,53¢

(99¢) (810)

(400) -

(60) .

(300) (400)

- (42)

(1,759 (1,257)

(1,224 (1,10)

137 36

- 244

(33) (557)

(219) (107)

(39 -

(1,379 (1,485)

(227) (16)

87 782

1,70¢ 92z

$ 1,79: $ 1,70¢
$ 151 $ 20E
$ 47z $ 21¢
$ 23t $ 30C
$ 20€ $ -
$ 94 $ -
$ 154 $ -
$ - $ 6
$ 252 $ 14C
$ 20C $ -
$ 165 $ -
$ 232 $ -



See accompanying notes.




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

The SPAR Group, Inc., a Delaware corporation ("SQR&hd its subsidiaries (together with SGRP, tBBAR Group" or the "Company"), i
supplier of merchandising and other marketing sewithroughout the United States and internatipn@ithe Company also provides $tore
event staffing, product sampling, furniture andestproduct assembly services, technology serviodawarketing research services. Assel
services are performed in stores, homes and offitele those other services are primarily perfornmednass merchandisers, office sup
grocery, drug store, independent, convenience keutirenics stores.

Merchandising services primarily consist of reglylacheduled, special project and other productises provided at the store level, and
Company may be engaged by either the retailereomtanufacturer. Those services may include restgand adding new products, remoy
spoiled or outdated products, resetting categdoasthe shelf" in accordance with client or stochematics, confirming and replacing s
tags, setting new sale or promotional product digpland advertising, replenishing kiosks, providingtore event staffing and providi
assembly services in stores, homes and officeserOnerchandising services include whole store egadmental product sets or res
including new store openings, new product launciied instore demonstrations, special seasonal or pronatiorerchandising, focus
product support and product recalls. The Compésty@rovides technology services and marketingareseservices.

Today the Company operates in 10 countries thadrapass approximately 50% of the total world popalatAlthough it operates in a sin
business segment (merchandising and marketingcesjyithe Company currently divides its operatimnsnarketing, administrative and ot
purposes into two geographic divisions: its DoneMerchandising Services Division, which provideege services in the United State
America since certain of its predecessors wereddrin 1979; and its International Merchandisingvi®ess Division, which began operation:
May of 2001 and provides similar merchandising, kating services and istore event staffing services in Japan, CanadahS¥tica, India
Romania, China, Australia, Mexico and Turkey.

The Company continues to focus on expanding itchardising and marketing services business thrauttghe world.

Domestic Merchandising Services Divisic

The Company's Domestic Merchandising Services Diniprovides nationwide merchandising and otherketamg services throughout
United States of America primarily on behalf of samer product manufacturers and retailers at masshandisers, office supply, groce

drug store, independent, convenience and elecgatares. Included in its clients are home entariant, general merchandise, health
beauty care, consumer goods and food products auempa




SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coatihu
1. Business and Organization (continued)
The Company's international business in each ¢eyributside the United States is conducted thraadbreign subsidiary incorporated in

primary territory. The primary territory establisent date (which may include predecessors), theeptage of the Company's eq
ownership, and the principal office location far S (domestic) subsidiaries and each of its foréigternational) subsidiaries is as follows:

Date SGRP Percentage
Primary Territory Established Ownership Principal Office Location
United States of America 1979 100% White Plains, 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%2 New Delhi, India
Australia April 2006 51% Melbourne, Australia
Romania July 2009 51% 3 Bucharest, Romania
China March 2010 51% 4 Shanghai, China
Mexico August 2011 51% Mexico City, Mexico
Turkey August 2011 51% ° Istanbul, Turkey
1 In September 2012 the Company, through its subgidimSouth Africa (SGRP Meridian), entered intgomt venture agreement

expand its operations in South Africa. SGRP Marnddwns a 51% ownership interest in the new comp@MR Meridian (Pty) Ltc
("CMR-Meridian"). (SeéAcquisition Strategies and Strategic Acquisitipadove, Note 12 to the Consolidated FinancialeBtahts-
Geographic Datg and Note 13 to the Consolidated Financial Statésnd?urchase of Interests in Subsidiaridselow).

2 In June 2011, the Company sold 49% of its inteiedts Indian subsidiary to KROGNOS Integrated Maikg Services Priva
Limited. In March 2013, the company purchased a %i84rest in a new subsidiary in India, Preceptarkéting Services Prive
Limited, which began operations in March 2013 (Pemuisition Strategies and Strategic Acquisitignabove, Note 12 to t
Consolidated Financial Statement$&seographic Data Note 13 to the Consolidated Financial Statemeftarchase of Interests
Subsidiaries and Note 17 to the Consolidated Financial StatesneSubsequent Eventbelow).

3 Currently the Company owns two subsidiaries in RoimaOne subsidiary is 100% owned and is inactwel the second subsidie
acquired in May 2012, is 51% owned. Also in May2if12, the Company sold its 51% ownership in onétbther Roman
subsidiaries, SPAR City S.R.L, to its original Lbbavestor (as defined below). (See Note 12 toGbesolidated Financial Stateme
— Geographic Dataand Note 13 to the Consolidated Financial StatesndPtirchase of Interests in Subsidiaridselow.)

4 Currently the Company owns two subsidiaries in @hine subsidiary is 100% owned and is inactinel, the second subsidia
acquired in March 2010 and operational in August®0s 51% owned. In July 2011, the Company, thoiis active subsidiary
China (SPAR Shanghai), entered into a joint ven@gecement to expand its operations in China. SEARnghai has a 5]
ownership interest in the new company; SPAR DSI HuiResource Company. (See Note 12 to the Consadiddanancial Statemel
— Geographic Dataand Note 13 to the Consolidated Financial StatesndPtirchase of Interests in Subsidiaridselow.)

5 In August 2011, the Company sold its 51% ownershigts original subsidiary in Turkey to its originhocal Investor, and
November 2011 the Company started a new 51% ownbdidiary to compete in this important marketSed¢ Note 12 to tl
Consolidated Financial Statement&eographic Dataand Note 13 to the Consolidated Financial StatesnePtrchase of Interests
Subsidiaries below.)

6 In September 2012, the Company established ssabsidiary, National Merchandising Services, LLNMS") 51% owned by the
Company, with its principal office in Georgia. €&cquisition Strategies and Strategic Acquisitipabove, Note 10 to the
Consolidated Financial StatementRelated Party Transactiorend Note 13 to the Consolidated Financial StatesndPtirchase of
Interests in Subsidiarie, below).



2. Summary of Significant Accounting Policies

Principles of Consolidatior

The Company consolidates its 100% owned subsidiafibe Company also consolidates all of its 51% emlvsubsidiaries as the Comp
believes it is the primary beneficiary and contribls economic activities in accordance wittcounting Standards Codification (ASC) 81®@-
Consolidation of Variable Interest Entities

All significant intercompany accounts and trangattihave been eliminated.

Cash Equivalents

The Company considers all highly liquid shtetm investments with maturities of three monthdess at the time of acquisition to be ¢
equivalents. Cash equivalents are stated at cbathvapproximates fair value.
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coatihu
2. Summary of Significant Accounting Policies (ctinued)
Excess Casl

The Company's domestic cash balances are genatiithed to pay its bank line of credit. Internatad cash balances, when not utilized to
bank debt, are generally maintained in liquid castounts and are utilized to fund daily operations

Revenue Recognitio

The Company's services are provided to its clientder contracts or agreements. The Company ksllsliénts based upon service fee ot
unit fee arrangements. Revenues under servicerfaagements are recognized when the service ionpeetl. The Company's per unit
arrangements provide for fees to be earned baséteaetail sales of a client's products to congsniehe Company recognizes per unit fet
the period such amounts become determinable aneoeted to the Company.

Unbilled Accounts Receivable
Unbilled accounts receivable represent servicepeed but not billed and are included as accortetsivable.
Doubtful Accounts and Credit Risk

The Company continually monitors the validity of dccounts receivable based upon current clieditdrédormation and financial conditic
Balances that are deemed to be uncollectible #fteCompany has attempted reasonable collectiamtgfare written off through a charge
the bad debt allowance and a credit to accountiv&ale. Accounts receivable balances, net of @pjieable reserves or allowances, are s
at the amount that management expects to colleot the outstanding balances. The Company provideprbbable uncollectible amou
through a charge to earnings and a credit to batl alowance based in part on management's assessimthe current status of individ
accounts. Based on management's assessment, thga@prastablished an allowance for doubtful accowft$216,000 and $57,000
December 31, 2012, and 2011, respectively. Batlegiense was $72,000, for the year ended Decedih&012. In 2011, the Company
minimal write offs of accounts receivable resultingecovery of $55,000 for the year ended DecerSthef011.

Major Customers- Domestic

One customer accounted for 8% and 10% of the Comparet revenue for the years ended December 31, 2022011, resulting fro
merchandising and assembly services performed foa@r office supply chain and for manufacturershimi this chain. These custom
accounted for approximately 13% and 5% of the Camiseaccounts receivable at December 31, 2012284d, respectively.

In addition, approximately 7% and 10% of the Comypxnet revenues for the years ended December032, 2nd 2011, respectively, resu
from merchandising services performed for a largarmaceutical distributor. This customer accouritedapproximately 3% and 7% of 1
Company's accounts receivable at December 31, 2022011, respectively.

Property and Equipment and Depreciatic

Property and equipment, including leasehold impnosets, are stated at cost. Depreciation is caledlan a straighline basis over estimat
useful lives of the related assets, which rangenftbree to seven years. Leasehold improvementsiepeeciated over the shorter of tl
estimated useful lives or lease term, using thagdit-line method.

Capital Lease Obligations

The Company has five outstanding capital leasegatitins with interest rates ranging from 4.5% to29%@ The related capital lease as
balances are detailed below (in thousands):

Net Book
Value at
Accumulatec December 3:
Start Date: Original Cos Amortization 2012

July, 2010 $ 21t $ 17¢ $ 42



November, 201! 48 34 14

June, 2011 14C 7C 70
January, 2012 224 72 152
January, 2012 29 1C 19

$ 65€ $ 35¢ % 297
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coatihu
2. Summary of Significant Accounting Policies (ctinued)

Annual future minimum lease payments required unldereases, together with the present value @eoémber 31, 2012, are as follows
thousands):

Year Ending
December 31, Amount
2013 $ 201
2014 11z
314
Less amount representing interest 17
Present value of net minimum lease payments indludth other liabilities $ 297

Internal Use Software Development Co:

In accordance witthSC-350-10-720, Accounting for the Costs of Compbtdtware Developed or Obtained for Internal Usae Compan
capitalizes certain costs associated with its i@y developed software. Specifically, the Compaapitalizes the costs of materials
services incurred in developing or obtaining ingmse software. These costs include (but areimited to) the cost to purchase software
cost to write program code, payroll and relateddfiehand travel expenses for those employees wdieectly involved with and who dew
time to the Company's software development projécapitalized software development costs are ameattover three years on a straitihe
basis.

The Company capitalized $824,000 and $722,000 stsoeelated to software developed for internalins2012, and 2011, respectively,
recognized approximately $638,000 and $595,000majrtization of capitalized software for the yeamsled December 31, 2012, and 2(
respectively.
Impairment of Lon¢-Lived Assets
The Company reviews its lorfliyed assets for impairment whenever events or gasin circumstances indicate that an asset'sicgraynour
may be higher than its fair value. If an assetoissidered to be impaired, the impairment chargewlald be recognized is the excess ol
asset's carrying value over the asset's fair value.
Fair Value Disclosure
The carrying value of financial instruments appnoates fair value.
The Company defines fair value as the price thatlevdre received to sell an asset, or paid to teanafliability, in an orderly transacti
between market participants at the measurement daténcrease consistency and comparability infalue measurements, the Company
a three-level hierarchy that prioritizes the useldervable inputs. The three levels are:

Level 1 — Quoted market prices in active marketsdentical assets and liabilities

Level 2 — Observable inputs other than quoted nigmiees in active markets for identical assets latfilities

Level 3 — Unobservable inputs
The determination of where an asset or liabilitisfan the hierarchy requires significant judgment.
Fair value measurements of nonfinancial assetsxanfinancial liabilities are primarily used in gawitl and other intangible asset impairment
analyses and the valuation of acquired intangiblglities and are considered level 3 in the higngr The Company has valued and recorded
contingent liability related to incentive consugjifees from recent acquisitions totaling $689,0fXlie year ended December 31, 2012. As of
the last day of December of each fiscal year, the@any tests goodwill for impairment, by comparihg fair value of the reported goodwill

its carrying amount. The Company also calculatestasts the fair value of intangible assets arulliiees annually to insure accuracy of its
carrying values as well.



Foreign Currency Rate Fluctuations

The Company has foreign currency exposure withiriternational subsidiaries. In both 2012 and 20thiese exposures are prima
concentrated in the Australian Dollar, Canadianl&pMexican Peso, South African Rand, and Japa¥ese Total International assets w
$14.0 million and total liabilities were $11.1 nokh based on exchange rates at December 31, 26ftnational revenues for the years er
December 31, 2012 and 2011 were $59.7 million aB8.7 million, respectively. The international dieis reported net income
approximately $82,000 for the year ended DecembgeP@12, and a net loss of $119,000 for the yede@®ecember 31, 2011.
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coatihu
2. Summary of Significant Accounting Policies (ctinued)
Interest Rate Fluctuations

The Company is exposed to market risk related & wuhriable interest rate on its lines of credit. Pecember 31, 2012, the Compa
outstanding debt totaled $2.6 million, as notethatable below (in thousands):

Variable Interes

Location Rate(® US Dollars®
United States 4.0% $ 1,762
International 0.1% - 9.4% 802
$ 2,56¢
(1) Per annum interest at December 31, 2012
(2 Based on exchange rate at Decembe2(BP,

Based on 2012 average outstanding borrowings uvalgable-rate debt, a ornEercentage point increase in interest rates woelghtively
impact annual pre-tax earnings and cash flows pyagmately $14,000.

Income Taxes

Deferred tax assets and liabilities represent theré tax return consequences of certain tempafdfgrences that will either be taxable
deductible when the assets and liabilities arevera or settled. Deferred taxes are also recodrfmeoperating losses that are availabl
offset future taxable income and tax credits thatavailable to offset future income taxes. In ¢ent the future consequences of differe
between the financial reporting basis and the &sishof the Company's assets and liabilities résudtnet deferred tax asset, an evaluati
required of the probability of being able to realihe future benefits indicated by such asset. |ldat@mn allowance is provided when it is m
likely than not that some portion or the entireetlefd tax asset will not be realized.

Stock-Based Compensation

As of January 1, 2006, ASC-718-10 (“Compensati®@teck Compensatidi) became effective and applicable to the Companygsuating fo
its employee options. Under ASC-718; compensation expense is recognized in the Coylppa&onsolidated financial statements w
employee stock options are granted. Shm®ed compensation cost is measured on the gréat lilesed on the fair value of the av
calculated at that date, and is recognized oveetmgloyee's requisite service period, which geheigkhe options' vesting period. Fair valu
calculated using the Black-Scholes option pricimadel. The options granted have a ten (10) yeaalifé vest over fouyear periods at a rate
25% per year, beginning on the first anniversarghefdate of grant.

The fair value of each option grant is estimatededaon the date of grant using the Black-Scholé®mpricing model with the followin
weighted average assumptions: dividend yield offo#6all years; volatility factor of expected markmiice of common stock of 128% ¢
166% for 2012, and 2011, respectively; riske interest rate of 0.84% and 1.89% for 2012, 20tlL, respectively; and a forfeiture rate of
and expected lives of ten years.

Net Income Per Shar:

Basic net income per share amounts are based hpomdighted average number of common shares odistarDiluted net income per sh
amounts are based upon the weighted average nwhlbemmon and potential common shares outstandingp for periods in which su
potential common shares are aditistive. Potential common shares outstanding idelstock options and restricted stock and are lzdéx
using the treasury stock method.

Use of Estimates

The preparation of the consolidated financial stetiets in conformity with accounting principles geally accepted in the United Sts
requires management to make estimates and assasphiat affect the reported amounts of assets iabhdities, the amounts disclosed
contingent assets and liabilities at the date efcinsolidated financial statements and the regp@neounts of revenues and expenses durir
reporting year. Actual results could differ frono#e estimates.
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SPAR Group, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (coatihu
2. Summary of Significant Accounting Policies (ctinued)
Goodwill and Other Intangible Assets

The Company follow&SC-805-10, Goodwill and Other Intangible Assets such; goodwill is no longer amortized. At Daber 31, 2011, tt
Company adopted ASU No, 2011-08 "Intangibles — @albénd Other: Testing Goodwill for Impairmerit which allows for a qualitati
review to be performed before a quantitative impaint analysis is undertakenlf the qualitative analysis indicates that the geitids more
likely than not impaired then the Company calcdatee fair value of each business unit for whicbdyaill was recorded to determine if th
was impairment. There were no qualitative factbed gave rise to impairment in 2012 or 2011. Asslt, it was determined that there wa
impairment to the goodwill.

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

The financial statements of the foreign entitiessmidated into SPAR Group, Inc. consolidated faiahstatements were translated into Ur
States dollar equivalents at exchange rates asafsillbalance sheet accounts for assets and liebilitere converted at yeand rates, equity
historical rates and income statement accountseatige exchange rates for the year. The resultangstation gains and losses are reflectt
accumulated other comprehensive gain or loss instatements of stockholders' equity. Foreign cuyemansaction gains and losses
reflected in net earnings.

Recently Issued Accounting Standar

In 2012 the Company adopted the provisions of ASIJ 201105, "Comprehensive Income." This ASU intends toagrtie comparability ai
transparency of other comprehensive income compendie guidance provides an option to present wienprehensive income, |
components of net income and the components of atiraprehensive income in a single continuous istaie or two separate but consect
statements. This ASU eliminates the optiomptesent other comprehensive income componentsragfpéhe statement of changes in eq
The provisions of this ASU were applied retrospesii.

3. Supplemental Balance Sheet Information (in theands)

December 31,

Accounts receivable, net, consists of the following 2012 2011
Trade $ 18,01: $ 11,80¢
Unbilled 3,57 3,30¢
Non-trade 42 40:
21,63( 15,51¢
Less allowance for doubtful accounts 21€ 57
$ 21,41: $ 15,46
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3. Supplemental Balance Sheet Information (in theands)(continued)

December 31,

Property and equipment consists of the following: 2012 2011
Equipment $ 8,366 $ 7,86¢
Furniture and fixtures 57C 542
Leasehold improvements 25C 25C
Capitalized software development costs 5,04« 4,261
14,23C 12,92(
Less accumulated depreciation and amortization 12,453 11,39:
$ 1,777 $ 1,52%

December 31,

Intangible assets consist of the following: 2012 2011

Customer contracts and lists $ 1,804 $ 86¢

Less accumulated amortization 33€ 164
$ 1,46¢ $ 70E

The Company is amortizing the customer contractd ksts of $1.8 million on a straight line basiseovives ranging from 3 to :
years. Amortization expense for the year endedeBéer 31, 2012, and December 31, 2011 was apprtedym@172,000 and $100,0(
respectively. The annual amortization for eactheffollowing years succeeding December 31, 20d2sammarized as follows:

Year Amount

2013 $ 26€
2014 26€
2015 20z
2016 11¢€
2017 11¢€
Thereafter 497
Total $ 1,46€

December 31,

Accrued expenses and other current liabilities: 2012 2011

Accrued salaries $ 79¢ $ 1,00¢
Taxes payable 1,46C 572
Loans from domestic and international partners 1,55¢ 45€
Accrued accounting and legal expenses 35¢€ 28t
Final payment for purchase of Mexico subsidiary - 30C
Final payment for purchase of NMS, LLC 20C -
Contingent liabilities, incentive for consultingefe 68¢ -
Short term portion of capital lease obligations 17¢ 12t
Other 1,48¢ 1,29¢
Accrued expenses and other current liabilities $ 6,72¢ $ 4,03¢

4. Credit Facilities

Domestic Credit Facility:

SGRP and certain of its domestic subsidiaries, harB®AR Marketing Force, Inc., National Assemblynees, Inc., SPAR Grol
International, Inc., SPAR Trademarks, Inc., and BR¥cquisition, Inc. (each a "Subsidiary Borrowestid together with SGRP, collective



the "Borrowers"), entered into a Revolving Loan &@wturity Agreement dated as of July 6, 2010 (tbeath Agreement"), with Sterlir
National Bank and Cornerstone Bank as the lendkes"(enders"), and issued their Secured Revoltiogn Notes in the original maximt
principal amounts of $5.0 million to Sterling Nated Bank and $1.5 million to Cornerstone Bank (tRetes"), to document and govern its 1
credit facility with them (the "Sterling Credit Rhty"). In June 2011, the Lenders agreed to: fdduce the personal guarantee limits tc
amounts noted below, and (2) extend the maturitthef Sterling Credit Facility until July 2013. Tisterling Credit Facility was amenc
effective as of July 1, 2012 (the "Second Sterlimgendment"), to: (1) increase the maximum availablelving loan amount to $6.5 milli
from Sterling National Bank and remove CornerstBaek as a lender, (2) reduce the interest rateitoepplus three quarters of one per
(3/4%) per annum, and (3) release and discharde@®aarantor as noted below.
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4. Credit Facilities (continued)

In addition, Mr. Robert G. Brown, a Director, thédirman and a major stockholder of SGRP, and Miliditi H. Bartels, a Director, the Vi
Chairman and a major stockholder of SGRP, provig&sonal guarantees of the Sterling Credit Fadibtgling $1,250,000 pursuant to tt
Limited Continuing Guaranty in favor of the Lendelsted as of July 6, 2010, as amended in June @B&ILimited Sterling Guaranty").
the Second Sterling Amendment, Mr. Robert G. Brand Mr. William H. Bartels were released and disgkd by Sterling from their Limite
Sterling Guaranty.

Revolving Loans of up to $6.5 million are availabdethe Borrowers under the Sterling Credit Facitiased upon the borrowing base forr
defined in the Loan Agreement (principally 85% efidible" domestic accounts receivable less cemagrrves). The Sterling Credit Facilit
secured by substantially all of the assets of tag@®vers (other than SGRP's foreign subsidiariegat designated domestic subsidiaries.
their respective equity and assets).

As of the effective date of the Second Sterling Adment, the basic interest rate under the Stefinedit Facility was reduced by th
quarters of one percent (3/4%) per annum to the autine fluctuating Prime Rate of interest publidlie the Wall Street Journal from time
time plus three quarters of one percent (3/4%)qrgrper annum, which automatically changes witlhet@nge in such rate.

Effective January 1, 2013 the Sterling Credit Facivas amended (the "Third Sterling Amendment"yeéduce the interest rate to the Pi
Rate (as that term is defined in the Loan Agreejn@os one quarter of one percent (1/4%) per annum.

Due to the requirement to maintain a lock box ageament 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 fic&@l and other restrictive covenants and also finggrtain expenditures by the Borrow
including, but not limited to, capital expenditurasd other investments. At December 31, 2012 Ghmpany was in compliance with si

covenants.

International Credit Facilities:

In October 2011, SPARFACTS Australia Pty. Ltd.,laeed the Commonwealth Bank line of credit witheavireceivables based secured lin
credit facility with Oxford Funding Pty Ltd. for $1 million (Australian) or approximately $1.2 mih (based upon the exchange rai
December 31, 2012). The facility provides for lowving based upon a formula as defined in the ageeér(principally 80% of eligibl
accounts receivable less certain deductions). agineement expired on October 31, 2012. SPARFAGTSthe process of renegotiating a
agreement.

SPAR Canada Company, a wholly owned subsidiary,shaecured credit agreement with Royal Bank of @anaroviding for a Demal
Operating Loan for a maximum borrowing of $750,@0@nadian) or approximately $753,000 (based uperethange rate at December
2012). The Demand Operating Loan provides for wimg based upon a formula as defined in the agraerpeincipally 75% of eligibl
accounts receivable less certain deductions) anohianum total debt to tangible net worth covenafhe Company was in compliance with
minimum total debt to tangible net worth covenamder this line of credit at December 31, 2012.

On March 7, 2011, the Japanese subsidiary, SPAR&Mn, Inc., a wholly owned subsidiary, securezha With Mizuho Bank in the amot
of 20.0 million Yen (Japanese), or approximatelZR00. The loan is payable in monthly installnsesft238,000 Yen or $2,800 at an inte
rate of 0.1% per annum with a maturity date of Baby 28, 2018. The outstanding balance at Dece®beP012, was approximately 1
million Yen or $171,000 (based upon the exchangeaaDecember 31, 2012).
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4. Credit Facilities (continued)

Summary of Company Credit and Other Debt Facilitig€s thousands)

December 3: Average December 3: Average
2012 Interest Rate 2011 Interest Rate
Credit Facilitied oan Balance
United States $ 1,76 4.3% $ 2,621 4.8%
Australia 21C 9.4% 402 10.4%
Canada 421 4.0% 61¢€ 4.C%
$ 2,39:¢ $ 3,641
Other Debt Facility
Japan Term Loan $ 171 0.1% $ 227 0.1%
December 3: December 3:
2012 2011
Unused Availability:
United States 4,24¢ $ 2,671
Australia 1,03t 81¢
Canada 331 11€
5,61¢ $ 3,607

Management believes that based upon the contimuatiche Company's existing credit facilities, atpd results of operations, ver
payment requirements and other financing availedothe Company (including amounts due to affiliptesurces of cash availability shoulc
manageable and sufficient to support ongoing omeratover the next year. However, continued irggomal losses, delays in collectior
receivables due from any of the Company's majentdi, or a significant reduction in business frarohsclients could have a material adv
effect on the Company's cash resources and itsimgngbility to fund operations.

5. Income Taxes

The provision for income tax expense is summaraetbllows (in thousands):

Current
Deferred

Year Ended December 31,

2012 2011
$ 744 $ 362

(194) _
$ 55C $ 362
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5. Income Taxes (continued)

The provision for income taxes is different fronatthvhich would be obtained by applying the statpfederal income tax rate to income be
income taxes. The items causing this differencear®llows (in thousands):

Year Ended December 31,

2012 2011
Provision for income taxes at federal statutorg raet of foreign tax $ 1,232 $ 88<
State income taxes, net of federal benefit 134 10z
Permanent differences (32 (26)
Change in valuation allowance (1,247 (780)
International tax provisions 338 11z
Federal Alternative Minimum Tax 61 35
Change in Tax Reserve 28 22
Other 40 14
Provision for income taxes $ 55C $ 362
Deferred taxes consist of the following (in thous)n December 31,
2012 2011

Deferred tax assets:

Net operating loss carry forwards $ 3,671 % 4,98¢

Deferred revenue 93 12¢

Allowance for doubtful accounts and other receieabl 33 15

Share-based compensation expense 65¢ BrE

Foreign sulsidiaries 201 -

Depreciation 171 66

Acquisition costs 51 5C

Other 17E 174

Valuation allowance (4,24¢) (5,49%)
Total deferred tax assets 80¢€ 50C
Deferred tax liabilities:

Goodwill 134 117

Foreign subsidiarie 7 -

Capitalized software development costs 471 388
Total deferred tax liabilities 612 50C
Net deferred taxe $ 194 % -

At December 31, 2012, the Company has net operaiggycarryforwards (NOLs) of $3.6 million, related to the Phequisition available t
reduce future federal taxable income. Section @he Internal Revenue Code restricts the anntili#ation of the NOLs incurred prior tc
change in ownership. Such a change in ownershipbeagtred in 1999. The Company may utilize $650,60the PIA NOLs per year throu
the year 2018.

In addition, the Company incurred NOLSs relatedsaqorior year losses totaling $6.0 million of which

$2.5 expires in 2026,
$2.9 expires in 2027,
$0.3 expires in 2028, and
$0.2 expires in 2029.

The Company has established over time and curréialya valuation allowance reserve of approxime®ély million against its deferred
asset balance at December 31, 2012. The redustitmat reserve and the corresponding realizatioth@se deferred tax assets is contin
upon the realization of future taxable profits ogereral years. The Company does not believe fuake profits are certain, and thus
requirements of ASC 7400 for reducing that reserve are not currently rdeg to the subjective nature of forecasting psdditd the risks tl



Company faces on a daily basis as noted in Itenoflthis report, including (without limitation) theésks related to dependence on the trer
both clients and retailers towards outsourcing mendising and marketing services, the competitateine of the this industry, economic
retail uncertainty, reliance on the Internet anpesi@lence upon cost of services provided by afiat

The Company does not provide currently for U.Some taxes on the undistributed earnings of itsifadole foreign subsidiaries since, at
present time, management expects any earnings teitreested in the foreign subsidiaries and notribisted. Upon distribution of tho
earnings in the form of dividends or otherwise, @@mpany would be subject to U.S. income taxeschvhould potentially be offset by forei
tax credits. Distribution of those earnings casoakubject the Company to related withholding tapeyable to various nod-S
jurisdictions. Determination of the amount of wuognized deferred U.S. income tax liability is moacticable because of the complex
associated with its hypothetical calculations.
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5. Income Taxes (continued)
ASC740-10 prescribes detailed guidance for the financialesta&nt recognition, measurement and disclosure ofntain tax positior
recognized in an enterprise's financial statemenéscordance withSC-740-1Q Tax positions must meet a more-likely-thaot-recognitio
threshold at the effective date to be recognizezhupe adoption cASC-740-10and in subsequent periodsSC-740-10s effective for fisce
years beginning after December 15, 2006 and theigioms of ASC-740-10will be applied to all tax positions upon initiatl@ption of thi

Interpretation.

The Company adopted provisions A&8C-740-10, Accounting for Uncertainty in Incomexd® on January 1, 20Q7A reconciliation of th
beginning and ending amount of unrecognized taxetisris as follows (in thousands):

Year Ended December 31,

2012 2011
Beginning Balance $ 65 $ 43
Additions for tax positions of prior years 28 22
Ending Balance $ 93 $ 65

ASC-740-10requires that interest and penalties that the damx rlequires to be paid on the underpayment of takesild be accrued on -
difference between the amount claimed or expeddzktclaimed on the return and the tax benefitgezed in the financial statements.
Company's policy is to record this interest andgitées as additional tax expense.

SPAR and its subsidiaries file numerous consol@iatembined and separate company income tax retuthge U.S. Federal jurisdiction anc
many U.S. state and foreign jurisdictions. With fexceptions, SPAR is subject to U.S. Federal, statelocal income tax examinations for
years 2008 through the present. However, tax aig@have the ability to review years prior to ghasition taken by the Company to the ex
that SPAR utilized tax attributes carried forwarnfi those prior years.

In management's view, the Company's tax reservé@eaeémber 31, 2012, totaling $93,000 for potendiaestic state tax liabilities we
sufficient to meet the requirementsA$C-740-1Q The Company has evaluated the tax liabilitieginternational subsidiaries and does

believe a reserve is necessary at this time.

Details of the Company's tax reserves at Decembe2@®L2, are outlined in the table below (in thaows:

Total Tax
Taxes Interest Penalty Liability
Domestic
State $ 73 $ 15 3 6 $ 93
Federal = = = =
International - - - -
Total reserve $ 73 % 15 $ 6 $ 93
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6. Commitments and Contingencies
Lease Commitment
The Company leases equipment and certain officeespa several cities, under neancelable operating lease agreements. Certaies
require the Company to pay its share of any ine@®as operating expenses and real estate taxeseR@gnse was approximately $829,000
$602,000 for 2012, and 2011, respectively. Equigniease expense was approximately $219,000 and,$1@3for 2012, and 201

respectively. At December 31, 2012, future minimoommitments under all natencelable operating lease arrangements are asvéo(ir
thousands):

Year Amount

2013 $ 1,14«
2014 57¢
2015 50¢
2016 37C
2017 23¢
Thereafter 341
Total $ 3,181

Legal Matters

The Company is a party to various other legal astiand administrative proceedings arising in thenad course of business. In the opinio
Company's management, disposition of these oth&ereare not anticipated to have a material adveffect on the Company or its estim
or desired assets, business, capital, cash flagjtcexpenses, financial condition, income, ligiles, liquidity, locations, marketing, operatic
prospects, sales, strategies, taxation or otheewestment, results or condition.

7. Treasury Stock

Pursuant to the SPAR Group, Inc., 2012 Stock Réyase Program (the "Repurchase Program"), as apptiyv€GRP's Audit Committee ¢
adopted by its Board of Directors on August 8, 204l ratified on November 8, 2012, under the Relfase Program, SGRP may repurc
shares of its common stock through August 8, 285 not more than 500,000 shares in total, andetiegurchases would be made from-
to time in the open market and through privatedgotiated transactions, subject to general maketother conditions. SGRP does not in
to repurchase any shares in the market during Emka@ut period applicable to its officers and dioes under the SPAR Group, Inc. Stater
of Policy Regarding Personal Securities TransastiorBGRP Stock and NdPublic Information As Adopted, Restated, Effectared Dated ¢
of May 1, 2004, and As Further Amended Through Mat®, 2011 (other than purchases that would otlsenkie permitted under 1
circumstances for anyone covered by such policg)JoADecember 31, 2012, 17,689 shares have bearchesed under this program. It shc
be noted that 4,671 shares were utilized for th@lByee Stock Purchase Plan, leaving a total of Ii8€hares of Treasury Stock at Decer
31, 2012. The Company anticipates continuing gépuRchase Program throughout 2013. (See ItemM@arket for Registrant § Commo
Equity, Related Stockholder Matters and Issuer Rases of Equity Securitiabove).

8. Preferred Stock

SGRP's certificate of incorporation also authorizés issue 3,000,000 shares of preferred stotk aipar value of $0.01 per share (the "S
Preferred Stock™), which may have such prefereaoelspriorities over the SGRP Common Stock and aigets, powers and privileges as
Company's Board of Directors may establish in iscmtion from time to time. The Company has adeaind authorized the issuance
maximum of 3,000,000 shares of Series A PrefertedkSpursuant to SGRP's Certificate of Designatibrseries "A" Preferred Stock (1
"SGRP Series A Preferred Stock"), which have din@leand liquidation preferences, have a cumulativédend of 10% per year, ¢
redeemable at the Company's option and are cohleedt the holder's option (and without further sideration) on a one-tore basis int
SGRP Common Stock. The number of shares authotigeduch certificate of incorporation and desigmativas, however, reduced
2,445,598 shares of remaining authorized prefestedk by the conversions described in the nextgrapn and could be further reducec
amendment or redemption to facilitate the creatibany other SGRP Preferred Series. At DecembefB12, no shares of SGRP Serie
Preferred Stock were issued and outstanding.
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8. Preferred Stock (continued)

On December 31, 2010, there were 338,801 sharmscbf Series A Preferred Stock owned by a 8&RP retirement plan whose trustee is
beneficiaries include Robert G. Brown (who is afaonder, director, executive officer and signifitatockholder of SGRP), and 215,
shares of such Series A Preferred Stock owned tgns&SGRP retirement plan whose trustee is and beneéisianclude William H. Barte
(who also is a cdeunder, director, executive officer and signifitaockholder of SGRP), which shares collectivetyatituted all of th
outstanding shares of Series A Preferred Stocks&@Ilsbares were originally purchased pursuant tscsiption agreements on March 31, 2(
and September 24, 2008, at the closing Nasdaqriud pf SGRP Common Stock for the preceding tradiag, which was $1.12 per share
the March purchases and $0.86 per share for thei®bpr purchases. The offer and sale of such iPedf&tock was not registered undetr
Securities Act or other securities laws, as theyeveenonpublic offer and sale made in reliance upon (amathgr things) Section 4 (2) of 1
Securities Act. For more information respectingsth purchases, see Item 1Gertain Relationships and Related Transactions, Bivéctor
Independenc, above, and Note 10 to the Consolidated Finagtatements Related Party Transactiondelow.

On or before March 10, 2011, Mr. Brown and Mr. Bbst as trustees of those plans, each had requibstetheir plan's preferred share:
converted into SGRP Common Stock in accordanceitgitierms, and in order to facilitate conversidthmse shares by payment of all acci
and unpaid dividends, on March 10, 2011, SGRP'sdBofDirectors (i) fixed March 10, 2011, as theobgable record date for determinat
of the holders of the SGRP Series A Preferred Sétigible to receive such dividends, (ii) declaeedividend on such SGRP Series A Prefe
Stock equal to the accrued and unpaid dividend®dme payable in shares of SGRP Common Stock valtddeir market value ($2.34 |
share) on such record date, and (iii) authorizedgluance of the shares of SGRP Common Stocksaegds effect such conversion (554,
shares) and accrued dividend payment (54,584 shiaresnsideration of the preferred shares surnestland the accrued dividends thel
satisfied. As a result of such conversions andkstividends, on March 11, 2011, Mr. Brown's plaeseived 372,158 shares of SC
Common Stock (33,357 shares of which were for aatividends) and Mr. Bartels' plan received 238,8Rares of SGRP Common St
(21,227 shares of which were for accrued dividends)

9. Employee Benefits
Stock Purchase Plan
The Company has Employee and Consultant Stock BsecRlans (the "SP Plans"). The SP Plans allowam@s and consultants of
Company to purchase common stock without havingatp any commissions on the purchases. On Auguad®,, the Company's Board
Directors approved a 15% discount for employee lmses and recommended that its affiliates (See Note Related?arty Transaction
approve a 15% cash bonus for affiliate consultamtipases. The maximum amount that any employe@msuitant can contribute to the

Plans per quarter is $6,250, and the total numbghares reserved by the Company for purchase uhde&P Plans is 500,000.

Shares purchased by employees and consultants thed8P Plans were 22,270 and 26,172 for 20122@aad, respectively. As of Decem
31, 2012, 93,465 shares remain outstanding undeBkEhPlan.

The Company's expense resulting from the 15% digtonfflered to employees and consultants was imnaafer all years presented.
Retirement/Pension Plan

The Company has a 401(k) Profit Sharing Plan cagesubstantially all eligible employees. The Comparade a contribution of $76,00C
the fourth quarter of 2012. The Company made #itanion of $57,000 in the fourth quarter of 2011.

10. Related Party Transactions

SGRP's policy respecting approval of transactioitls welated persons, promoters and control pergnentained in the SPAR Group Cod
Ethical Conduct for its Directors, Senior Execusiand Employees Amended and Restated (as of) Adg2ér12 (the "Ethics Code"). Artic
V of the Ethics Code generally prohibits each "GedePerson" (including SGRP's officers and direxjtthom engaging in any business acti
that conflicts with his or her duties to the Comypaand directs each "Covered Person” to avoid atiyity or interest that is inconsistent w
the best interests of the SPAR Group, in each easept for any "Approved Activity" (as such ternme defined in the Ethics Code).
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Examples of violations include (among other thingaying any ownership interest in, acting as actiimeor officer of or otherwise person:
benefiting from business with any competitor, coso or vendor of the Company other than pursuainio Approved Activity. Approve
Activities include (among other things) any contraith an affiliated person (each an "Approved Adfie Contract") or anything else disclo
to and approved by SGRP's Board of Directors (B@atd"), its Governance Committee or its Audit Coittee, as the case may be, as we
the ownership, board, executive and other positionSMS, SMSI, SIT, NMA and others (as defined alescribed below) held by cert
directors, officers or employees of SGRP or thamify members. The Company's senior managemeggnsrally responsible for monitori
compliance with the Ethics Code and establishing emaintaining compliance systems, including cotifiig relationships and transactic
subject to the review and oversight of SGRP's Quagre Committee as provided in clause IV.11 ofGlogernance Committee's Charter,
SGRP's Audit Committee as provided in clause 1.@f{the Audit Committee's Charter. The Governa@Boenmittee and Audit Committee e:
consist solely of independent outside directors.

SGRP's Audit Committee has the specific duty arspaasibility to review and approve the overall iess of all material relatguhrty
transactions. The Audit Committee receives evéfiljade contract and amendment thereto for itseavand approval (to the extent approv:
given), and each contract is periodically (oftenwally) again reviewed, in accordance with the A@harter, the Ethics Code, the rules of
Nasdaq Stock Market, Inc. ("Nasdaq"), and otheliegiple law to ensure that the overall economic athr terms will be (or continue to |
no less favorable to the Company than would bect®e in an arms-length contract with an unrelatediger of similar servicesige. , its
overall fairness). The Audit Committee periodigakviews and has approved all of the related paafigtionships and transactions descr
below.

Mr. Robert G. Brown, a Director, the Chairman andhajor stockholder of SGRP, and Mr. William H. Bdst a Director and the Vi
Chairman of the Company and a major stockholdé8@RP, are the sole stockholders of SPAR Marketeyi€es, Inc. ("SMS") and SP/
Management Services, Inc. ("SMSI"). Mr. Brownhs sole stockholder of SPAR InfoTech, Inc. ("SITRir. Brown is a director and officer
SMS and SIT. Mr. Bartels is a director and offioeSMSI.

SMS and SMSI provided approximately 98% of the dsticanerchandising specialist field force usedhmy €ompany for both the years en
December 31, 2012 and 2011, respectively, and appabely 93% of the domestic field management usgthe Company at a total cos
approximately $24 million and $22 million for theears ended December 31, 2012 and 2011, respectiRelguant to the terms of

Amended and Restated Field Service Agreement dadedf January 1, 2004, as amended in 2011, the @ompeceived merchandisi
services from SMS through the use of approximaiedp0 field merchandising specialists. SMS alsaifines (without charge) approximat
200 handheld computers used by field merchandispegialists in the performance of various merctsingiand marketing services in

United States, which the Company estimates haggregate value of approximately $2,000 to $3,000npenth. Pursuant to the terms of
Amended and Restated Field Management Agreemead @dat of January 1, 2004, in 2011, the Companyvextenanagement services fr
SMSI through the use of 55 fuilme national, regional and district managers. fhose services, the Company has agreed to reielt3vs
and SMSI for their total costs of providing thosevices and to pay SMS and SMSI each a premiuml égddbo of their respective total co
(the "Plus 4 % Compensation"). Those costs inchltBeld expenses of SMS, all payroll and empleyrmtax expenses of SMSI and all e
and other administrative expenses paid by eithénei. The net total Plus 4% Compensation earneé8\Nbg$ and SMSI for services rende
was approximately $914,000 and $836,000 for thesyeaded December 31, 2012 and 2011, respectiVélg. Company also provides cer
administrative services directly to SMS and SMSithaut charge, for accounting, human resource agallservices, which the Compi
believes is more efficient if paid directly, and wie otherwise have been subject to cost plus reisgaent. The value of these services
approximately $416,000 and $390,000 for the yeadeé December 31, 2012 and 2011, respectively.

No salary reimbursements for Mr. Brown or Mr. Bégtare included in such reimbursable costs or BdasCompensation. However, since S
and SMSI are "Subchapter S" corporations and aredwy Messrs. Brown and Bartels, all income fratSSand SMSI is allocated to them.
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National Marketing Services, LLC ("NMS"), is a cofidated domestic subsidiary of the Company anawaed jointly by SGRP through
indirect ownership of 51% of the NMS membershigiasts and by National Merchandising of America, (fINMA"), through its ownersh
of the other 49% of the NMS membership intere§Bee Note 13 to the Consolidated Financial StatésneRurchase of Interest m
Subsidiaries below.) Mr. Edward Burdekin is the Chief Execeti®@fficer and President and a director of NMS asd & an executive offic
and director of NMA. Ms. Andrea Burdekin, Mr. Beddn's wife, is the sole stockholder and a direcfdkMA and a director of NMS.

NMA is expected to provide substantially all of tlemestic merchandising specialist field force usgdNMS. Pursuant to the terms of
Field Services Agreement dated as of July 31, 28823mended (the "NMA Services Agreement”), NM3 reiteive merchandising servi
from NMA through the use of approximately 1,10ddienerchandising specialists. For those servites Company has agreed to reimb
NMA for its total costs of providing those servicemd to pay NMA a premium equal to 2% of its totalsts (the "Plus 2
Compensation"). Those costs include all field erges, payroll and employment tax expenses of NMitelzalude certain field merchandi
taxes and legal and other administrative expen&esordingly, no salary reimbursement for Mr. Bukiheor Ms. Burdekin are included in st
reimbursable costs or Plus 2% Compensation.

NMS commenced operations as of September 1, 2BMA provided all of the domestic merchandising spkst field force used by NMS a
5% of the total domestic merchandising speciaidtifforce used by the Company (including NMS) tlee four month period ended Decen
31, 2012. The total Plus 2% Compensation earneldN for services rendered was approximately $3Q,8% the four month period enc
December 31, 2012.

In connection with the approval of those relatettypagreements with NMA, the Board approved, bggegbart) on the recommendation
approval of its Governance Committee (which is cosgal solely of independent directors), the redt&thics Code. As a result, the ne
approved NMA Field Services Agreement is, and ttevipusly approved affiliate contracts (See "Tratisas with Related Persons, Promc
and Certain Control Persons" in SGRP's 2012 Praaye®ent) continue to be, exempted from varioudlicorprohibitions in the Ethic
Code. The Ethics Code changes were not intendeslibstantively alter the code's existing prohibisicand exceptions applicable to
directors and executive officers of SGRP.

The Company continues to purchase services from, i85 and NMA because it believes the terms ienszs from them are at least
favorable to the Company as it could obtain from-affiliated providers of similar services. The Cany believes it is the largest and n
important customer of SMS, SMSI and NMA (and framé to time may be their only customer), and acogigt the Company is able
negotiate better terms, receives more personatespbnsive service and is more likely to receivaits and other financial accommodati
from SMS, SMSI and NMA than the Company could reatty expect to receive from an unrelated serviogiger who has significant otf
customers and business. The Company periodicadliuates these fees and rates charged by comparativeal labor sourcing firms to se
as a comparison to the rates charged by SMS, SMENMA. The most recent such survey showed thatates negotiated with SMS, SN
and NMA are in fact slightly less than those chdripy unrelated vendors providing similar servicBased on an analysis performec
management, the Company believes that its ebsevenue would have increased by at least $800a0@ $650,000 for the years en
December 31, 2012 and 2011, respectively, if then@any would have instead used an unaffiliated ehtitorovide comparable services.
affiliate contracts are reviewed and approved byRBG Audit Committee, as described above. Seelt@isplA -Dependence Upon and C
of Services Provided by AffiliatasidPotential Conflicts in Services Provided by Affiis, above.
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10. Related Party Transactions (continued)
The following transactions occurred between the gamy and the above affiliates (in thousands):

Year Ended December 31,

2012 2011
Services provided by affiliates:
Field merchandiser services (SMS) $ 19,23t $ 17,55t
Field management services (SMSI) $ 453t $ 4,28:
Field merchandiser services (NMA) $ 1,601 $ -
Handheld computer leases (SMS) $ - $ 77
Total services provided by affiliates $ 2537F $ 21,91¢
Accrued expenses due to affiliates (in thousands): December 31,
2012 2011
Total accrued expenses due to affiliates $ 705 $ 1,097

In July 1999, SMF, SMS and SIT entered into a peigdesoftware ownership agreement providing thahegarty independently owned
undivided share of and had the right to unilatgriiense and exploit their "Business Manager" im¢¢ job scheduling software (which |
been jointly developed by such parties), and #diteel improvements, revisions, developments andmeatation from time to time voluntar
made or procured by any of them at its own expdnsaddition, SPAR Trademarks, Inc. ("STM"), SMSIBIT entered into separate perpe
trademark licensing agreements whereby STM hasteptamon-exclusive royaltfree licenses to SIT and SMS (and through themhéi
commonly controlled subsidiaries and affiliatesduplicenses, including SMSI) for their continue@ w$ the name "SPAR" and certain o
trademarks and related rights of STM, a wholly otvisebsidiary of SGRP. SMS and SMSI provide sesvitethe Company, as descri
above, and SIT no longer provides services to thagany and does not compete with the Company.

Through arrangements with the Company, SMS, SM8Ilaither companies owned by Mr. Brown or Mr. Bar{edsticipate in various bene
plans, insurance policies and similar group purebds the Company, for which the Company chargesttineir allocable shares of the ¢
of those group items and the actual costs of ath# paid specifically for them. All such transastidoetween the Company and the al
affiliates are paid and/or collected by the Compamnthe normal course of business. As an accomtimgdahe Company also provides cer
accounting, human resource and similar adminisgatervices to SIT and certain other affiliatefRRobert G. Brown and William H. Bartels,
a nominal cost.

In addition to the above, SMSI purchases insuraoeerage for worker compensation, casualty andgstgpnsurance risk for itself, SMS (e
through SMS under contacts with its field merchaimdj specialists) and the Company from Affinity drence, Ltd. ("Affinity”). SMSI own
minority (less than 1%) equity interest in Affinjitgnd Mr. Robert G. Brown is a director of Affinityrhe Affinity insurance premiums for st
coverage are ultimately charged to SMSI, SMS (&nough SMS to its covered field merchandising sgets) and the Company based or
contractual arrangements of the parties.

On December 31, 2010, there were 338,801 shar8&BP's Series A Preferred Stock owned by a3BRP retirement plan whose truste
and beneficiaries include Robert G. Brown (who isodounder, director, executive officer and signifitatockholder of SGRP), and th
were 215,601 shares of SGRP's Series A Prefermtk $twned by a noSGRP retirement plan whose trustee is and beneéisiancludi
William H. Bartels (who also is a dounder, director, executive officer and signifitatockholder of SGRP), which shares collecti
constituted all of the outstanding shares of SefieBreferred Stock issued by SGRP. Those shares wiginally purchased pursuant
subscription agreements on March 31, 2008, andeB#yr 24, 2008, at the closing Nasdaq bid pric&@RP's Common Stock for 1
preceding trading day, which was $1.12 per sharghfie March purchases and $0.86 per slarg¢he September purchases. Each she
SGRP's Series A Preferred Stock could be convéntedone share of SGRP's Common Stock (at theafatme to one), at the option of
holder and without further consideration, and acgiated dividends at the rate of ten percent peuamnSGRP's Audit Committee and Bc
of Directors each reviewed and unanimously apprdkedtransaction, including the pricing, convensand other terms of the Preferred S
and the affiliated relationship of the parties. Tfiier, sale and conversion of such PreferrediSteere not registered under the Securities



or other securities laws, as they were a non-puffer and sale made in reliance upon (among dthiegs) Section 4 (2) of the Securities Act.

F-24




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

On or before March 10, 2011, Mr. Brown and Mr. Bbst as trustees of those plans, each had requibstetheir plan's preferred share:
converted into SGRP's Common Stock in accordantle & terms, and in order to facilitate conversinthose shares by payment of
accrued and unpaid dividends, on March 10, 2011RB& Board of Directors (i) fixed March 10, 201%, the applicable record date
determination of the holders of the SGRP's Seri¢x&ferred Stock eligible to receive such dividerfilsdeclared a dividend on such SGF
Series A Preferred Stock equal to the accrued apdid dividends thereon, payable in shares of S&SRBMmon Stock valued at their ma
value ($2.34 per share) on such record date, @hdufthorized the issuance of the shares of SGRBfamon Stock necessary to effect ¢
conversion (554,402 shares) and accrued dividepcheat (54,584 shares) in consideration of the prefeshares surrendered and the act
dividends thereby satisfied. As a result of sushversions and stock dividends, on March 11, 281 Brown's plans received 372,158 sh.
of SGRP's Common Stock (33,357 shares of which @rexccrued dividends) and Mr. Bartels' plan reedi 236,828 shares of SGF
Common Stock (21,227 shares of which were for agtividends).

In the event of any material dispute in the businedationships between the Company and SMS, SBISI,or NMA it is possible that M
Brown, Mr. Bartels or Mr. Burdekin may have onenwore conflicts of interest with respect to thedatirenships and such dispute could ha
material adverse effect on the Company.

11. Stock Based Compensation

SGRP currently grants options to its eligible dioes, officers and employees and certain employddss affiliates to purchase shares
Common Stock issued by SGRP ("SGRP Shares") pursodhe 2008 Stock Compensation Plan (as amerided 2008 Plan”). SGRP a
has granted stock options that continue to be and&tg under various predecessor stock option gleash a "Prior Plan"). The Prior Pl
consist of the following: the Amended and Restdt®85 Stock Option Plan (the "1995 Plan"); and thé®Stock Option Plan ("2000 Plar
which succeeded the 1995 Plan. Each Prior Pldncasitinue to be outstanding for the purposes ¢f mmaining outstanding options iss
under it for so long as such options are outstandis described below, SGRP also has the authtoritysue other types of stoblased awart
under the 2008 Plan, but to date has only issustdaed stock in addition to such options.

The Company believes that it is desirable to atlym interests of SGRP's directors, executives, epegls and consultants with those o
stockholders through their ownership of SGRP Shafdthough the Company does not require its doest executives, employees
consultants to own SGRP Shares, the Corporatioevesl that it can help achieve this objective bgvfating long term equity incentiv
through the issuance to its directors, executieesployees or consultants of options to purchaseFSGRares and other stobksed awart
pursuant to the 2008 Plan (as defined below) awditéding the purchase of SGRP Shares at a modissbunt by all of its executive
employees and consultants who elect to particijpeits Employee Stock Purchase Plan (as defineaWjel In particular, the Company belie
that the award of options to purchase SGRP Sharemith directors, executives, employees and camtsltencourages growth in tt
ownership of SGRP Shares, which in turn leadsecettpansion of their stake in the long-term perfomoe and success of the Company.

SGRP's stockholders approved and adopted the 2@@8iPMay of 2008, as the successor to the Priandwith respect to all new optic
issued, and an amendment to the 2008 Plan in M2p@®, permitting the discretionary repricing désed below. The 2008 Plan provides
the granting of either incentive or nonqualifiedcit options to purchase SGRP Shares, restrictedPS&Rres, and restricted stock units, ¢
appreciation rights and other awards based on S&RiPes ("Awards") to SGRP Directors and the Comgaspecified executives, employ
and consultants (which are employees of certaits @ffiliates), although to date SGRP has notadsany permissible form of award other t
stock options. Unless terminated sooner as prdvilderein, the 2008 Plan will terminate on May 2818, which is ten years from the 2
Plan Effective Date, and no further Awards may lalenunder it. However, any existing Awards mader o such termination will contini
in accordance with their respective terms and ealitinue to be governed by the 2008 Plan. Stotioag granted under the 2008 Plan ha
maximum term of ten years, except in the casea#dritive stock options granted to greater than 1@¥ikkolders (whose terms are limited
maximum of five years), and SGRP has generallyedsiptions having maximum terms.

The 2008 Plan limits the number of SGRP Sharesniagtbe covered by Awards ("Outstanding Coverededipto 5,600,000 SGRP Share
the aggregate (the "Maximum Covered Shares"), wBiatstanding Covered Shares for this purpose dookthe sum of (i) the SGRP She
covered by all Awards issued under the 2008 Plaaraiter May 29, 2008 ("New Awards"), plus (ii)chithe SGRP Shares covered by all s
options issued at any time under the 2000 Plan3®51Plan to the extent they were still outstandamg May 29, 2008 ("Continuir
Awards"). SGRP Shares covered by New Awards ortiGging Awards that expire, lapse, terminate, andefted, become void or otherw
cease to exist (other than as a result of exeraigeno longer Outstanding Covered Shares, aredastiek to remaining availability under
Maximum Covered Shares and thus become availableeiw Award grants, while those SGRP Shares covieyeeixercised New Awards
Continuing Awards continue to be Outstanding CosteBhares and are not added back to, and thus wentm reduce, the remain



availability under the Maximum Covered Shares urider2008 Plan. The Outstanding Covered Shared/axémum Covered Shares (as v
as the SGRP Shares covered by a particular Awaedalasubject to certain adjustments that may beanby the Compensation Commi
upon the occurrence of certain changes in the Catipn's capitalization or structure as providedh@ 2008 Plan. Except for the adjustm
described above, an increase in the Maximum Cov8hedes requires the consent of the SGRP stockisaleheler the terms of the 2008 F
and Exchange Rules.
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The 2008 Plan (as amended in 2009) gives SGRP'p&uwsation Committee the full authority and compféggibility from time to time t
designate and modify (in its discretion) one or enof the outstanding awards (including their exs@@nd base prices and other compol
and terms) to (among other things) restore theenided values and incentives to their holders. Hewethe exercise price, base valu
similar component (if equal to SGRP's full stoclcerat issuance) of any award cannot be lowereoh tamount that is less than the Fair Me
Value (as defined in the 2008 Plan) on the datdefapplicable modification, and no modificatiom cdversely affect an awardee's right
obligations under an award without the awardeefseot. No further consent of SGRP's stockholdergdsiired for any repricing or ott
modification of any outstanding or other aware uritte 2008 Plan, including those previously issuader predecessor plans. Awards |
only been repriced once (in 2009) to date purstetitis authority.

Stock options and other stock based awards unée2@B8 Plan may be issued from time to time by SGRE discretion to the Compan
executives and other employees and generally ateded in the annual incentive plans of SGRP's wiezs. The Company's managen
may present recommendations for such awards t€dnepensation Committee at any of its regular qugrteeetings, although recently m
recommendations have been made at the August gestier than those for new employees. The Chaimmfidine Board or the Compensal
Committee may make those recommendations respeding Raymond, Mr. Raymond as Chief Executive Officenakes thos
recommendations respecting Mr. Segreto, Ms. Belper Ms. Franco, as well as for any new officer, aadh of those executives in turn
allocated potential option shares for their departts and make recommendations respecting those threle supervision (subject to revi
and approval by Mr. Raymond). In recommendingh®® €Compensation Committee the actual number obogt{and options shares cove
or other stock based award to be granted to eafihidoal, the person making the recommendation male assessment of the individt
contribution to the Company's overall performartbe, individual's successful completion of a spepiaject, and any significant increase
decrease in the participant's abilities, respolis#s and performance of his or her duties. TlenPensation Committee reviews and disct
managements' recommendations at its meeting amrdntiees whether and to what extent to approve aadtdhe proposed stock optior
other stock based awards to executives and empmfedbe Company pursuant to the 2008 Plan.

The stock options issued under the 2008 Plan aiealy "nonqualified” (as a tax matter), have a {€0) year maximum life (term) and v
during the first four years following issuancela tate of 25% on each anniversary date of theilaisce. SGRP has the authority to issue
types of stockbased awards under the 2008 Plan, but to datertivasssued restricted stock in addition to stockiams. The Company accou
for its employee and affiliate employee stock optaxpense as compensation expense in the Compamgslidated financial statements w
the stock options are granted, as now requiredoblicable accounting principles. Shdrased compensation cost is measured on the grir,
based on the fair value of the award calculatetthatt date, and is recognized over the requisiteicgeiperiod, which generally is the optic
vesting period. Fair value is calculated usingBleeck-Scholes option pricing model.

Summary of Stock Compensation Plan Activities Dugi2012:

Outstanding Options

December

Beginning 31, 2012

Plan Balance Granted Exercised Cancelled Balance
2008 Plan 2,734,62. 430,00( (229,769 (38,700 2,896,15!
2000 Plan 184,60! - (10,87 (8,500) 165,23
Total 2,919,23; 430,00( (240,639 (47,200 3,061,39:

Restricted Stock

Unvested

Restricted
Beginning Shares Shares Shares Stock shares

Balance at Granted Vested Cancelled outstanding
Plan: 1/1/2012 during 2012 during 2012  during 2012  at12/31/201:Z
2008 Plan 100,00t - 20,00( - 80,00(
2000 Plan - 25,00( - - 25,00(

Based upon the Black-Scholes calculation, shareebesmpensation expense related to employee ardmployee stock option grants tote
$434,000 and $418,000 for the years ended Dece®ih@012 and 2011, respectively. The unamortizeggese as of December 31, 2012,



approximately $860,000 for outstanding stock optgrants. The impact of the total shés@sed compensation expense on basic/d
earnings per share was $0.02 for both years endedrbber 31, 2012 and 2011.

On May 18, 2012, 40,000 new stock option grantsevissued to noemployee directors at an exercise price of $1.28¢hwrepresents the f
market value of a share of the Company's commockste May 18, 2012, as determined in accordanch thieé Company's 2008 Stc
Compensation Plan. The estimated stock compensatigense is $41,400, which will be recognizedhisitaver the four-year vesting period.

During 2012, 390,000 new stock option grants weseiéd to employees, officers, and certain emplogéés affiliate at an average exerc
price of $1.10, which represents the fair markdueaf a share of the Company's common stock onusud, 2012, as determined
accordance with the Company's 2008 Stock Compemsdtlan. The estimated stock compensation expen$d36,700, which will t
recognized ratably over the four-year vesting pkrio

Pursuant to the 2008 Plan, SGRP's Compensation @tramauthorized a restricted SGRP common stockdwh 100,000 shares on Ma
10, 2011 (the "2011 RS Award"), and 25,000 shamesAogust 1, 2012 (the "2012 RS Award"), as adda@looompensation to Gary
Raymond, the Company's Chief Executive Officer Bnelsident. The restricted shares vest in five lgoards on each of the five anniversa
following the award date (20,000 shares a yeanéncase of the 2011 RS Award, which started to @estlarch 10, 2012, and 5,000 shar
year in the case of the 2012 RS Award, which startgest on August 1, 2013), so long as Mr. Raymoontinues 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 each such awardaevihmortized by the Company over the five (5)ryessting period, starting on 1
issuance date of each award (March 10, 2011, agaigtul, 2012, respectively). The Company recomedpensation expenses for the pe
ended December 31, 2012, of $46,844 for the 201AR&d and $1,961 for the 2012 RS Award.
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11. Stock Based Compensation (continued)

The following table summarizes stock option acyivinder SGRP's plans:

Options outstanding, January 1, 2011
2011

Granted

Exercised

Canceled or expired

Options outstanding, December 31, 2011
2012

Granted

Exercised

Canceled or expired

Options outstanding, December 31, 2012

Option price range at December 31, 2012

Grant date weighted average fair value of optioasigd during the year

Weighted
Average
Shares Exercise Price
2,681,63' $ 0.64
395,75( $ 1.24
(112,626 0.44
(45,53) 0.8¢
2,919,23. $ 0.64
430,000 $ 1.12
(240,639 0.54
(47,200 1.14
3,061,39: ¢ 0.71
$0.4( to $4.6¢
2012 2011

$ 112 % 1.24
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11. Stock Based Compensation (continued)

The following table summarizes information abowaicktoptions outstanding at December 31, 2012:

Options Outstanding Options Exercisable
Weighted Number
Number Average Exercisable
Outstanding Remaining Weighted at Weighted
at Contractual Average December Average
Range of December Life Exercise 31, Exercise
Exercise Prices 31, 2012 (years) Price 2012 Price
Less than $1.01 2,226,18! 6.6C $ 0.51 1,672,43" $ 0.51
$1.01 - $2.00 827,20t 8.74 1.24 165,21t 1.2¢
$2.01 - $4.00 7,75( 6.4¢€ 3.2¢ 2,75(C 3.2¢
Greater than $4.00 25(C .6C 4.6t 25C 4.6t
Total 3,061,39 1,840,65.

12. Geographic Data

The Company operates in the same single busingssesg (e.g., merchandising and marketing servicebpth its Domestic Merchandisi
Services Division and its International MerchanatisBervices Division. The Company uses those idivésto improve its administration ¢
operational and strategic focuses, and it tracksraports certain financial information separately each of those divisions, as describe
ltem 1 —Business in our Annual Report, above. The Compaegasures the performance of its domestic and mtiemal divisions ar
subsidiaries using the same metrics. The prima@asurement utilized by management is operatingtgrdfistorically the key indicator
longterm growth and profitability, as the Company isdsed on reinvesting the operating profits of eafclts international subsidiaries b
into its local markets in an effort to improve metrishare and continued expansion efforts. Sdt fmetow are summaries (in thousands) o
Company's net revenues from its United States diavis (i.e. , the Domestic Merchandising Services Division) & its internation:
(non-U.S.) subsidiariesi., the International Merchandising Services Divi3jaret revenue from certain international subsid&as a perce
of consolidated net revenue, operating income fier years ended December 31, 2012 and 2011, resggctand long lived assets
geographic area at December, 2012 and 2011, résggdcin thousands):

Year Ended December 31,

2012 2011 % increase
Net revenues
United States $ 43,09¢ $ 37,80¢ 14.(%
International 59,67C 35,71°¢ 67.(%
Total net revenues $ 102,766 $ 73,52¢ 39.7%

Year Ended December 31,

2012 2011
% of % of

consolidated consolidated
Net international revenue net revenue net revenue
Mexico $ 14,60: 14.2% $ 4,64¢ 6.2%
South Africa 9, 89¢ 9.7 4,45¢ 6.1
Australia 7,205 7.C 8,232 11.2
Canada 6,94¢ 6.8 6,467 8.8
Japan 6,267 6.1 4,28( 5.8
Romania 4,421 4.3 1,04¢ 14
China 4,21(C 41 3,89( 5.3
All Others 6,12: 5.8 2,69¢ 3.7

Total international revenue $ 59,67( 58.1% $ 35,71t 48.6%
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Year Ended December 31,

2012 2011
Operating income:
United States $ 3,29¢ $ 2,77¢
International 70€ 111
Total operating income $ 4,007 $ 2,88t

Years Ended December 31

2012 2011
Long lived assets:
United States $ 3,14t $ 2,16¢
International 2,12¢ 1,38¢
Total long lived assets $ 527¢ $ 3,55¢4

13. Purchase of Interests in Subsidiaries

The following contains descriptions of the Comparpurchases of interests in its operating subsdiaturing the years ended Decembe
2012 and 2011. In each of the subsidiaries notdombthe Company, through its various agreements thie applicable Local Investor, |
provided for appropriate exit strategies that aie &nd equitable for each partner. The terms B@ldContributions"”, "Local Investor" a
"Local Contributions" are used in those purchasscdptions as such terms are described and definéigm 1 - Acquisition Strategies a
Strategic Acquisitionsabove.

For each of the above, see generally ItemThe Company's Domestic and International Geografhidgsionsand Acquisition Strategies ai
Strategic Acquisitions above, and Item 1A Risks Associated with International and Domestimtl®'enture Subsidiaris, Risks of Havin
Material Local Investors in International and DontiesJoint Venture Subsidiaries, Risks Associateth viioreign Currencyand Risk:
Associated with International Busine, above.

SPAR DSI (China)

In July 2011, the Company's subsidiary in ChinadABRShanghai) Marketing Management Company Ltd ABFShanghai") entered into
agreement with Beijing DSI Management ConsultingnPany Ltd. ("DSI"), creating a new consolidated sdlary for the Company call
SPAR DSI Human Resource Company ("SPAR DSI") ineortb expand the Company's operations throughaatPiople's Republic
China. SPAR Shanghai purchased a majority (51%hefequity interests in SPAR DSI and the Compamyided and provides its usi
Global Contributions, while DSI as the Local Inwwspurchased the remaining minority (49%) raamtrolling interest in SPAR DSI a
provided and provides the usual Local Contributiofike new company started operations in Novembgt 2

SPAR Todopromo (Mexico)

In August 2011, the Company expanded its operatioridorth America by entering into an agreementwitirious companies and pers
operating as Grupo TODOPROMO ("Grupo Todopromo"gteate a new consolidated subsidiary of the ComparMexico called SPA
TODOPROMO, SAPI, de CV. ("SPAR Todopromao"), whichghn operations in September 2011. The Comparchased a majority (51¢
of the equity interests in SPAR Todopromo and mitestiand provides its usual Global Contributionsilevisrupo Todopromo as the Lo
Investor purchased the remaining minority (49%)-nontrolling interest in SPAR Todopromo. Grupo Tpoomo also provides and contin
to provide the usual Local Contributions. The Camgs initial investment in Mexico was $702,000 ethconsists of $2,000 in capital
$700,000 paid to Grupo for intangible assets. $@Dwas paid in September 2011 and the balan$8a#f,000 was paid in August 2012.
Company has recorded $400,000 as an intangiblé @sd&300,000 as goodwill in respect of this slibsy.

In January 2012, the Company and Grupo Todopromeeadgo convert a portion of their respective &itvorking capital loans into equity.
a result of this decision, the Company's equityitmssincreased from $2,000 to $233,694.

In September 2012, the Company recorded additignabiwill and a contingent liability of $200,000 atdd to incentive consulting 1
payments to Grupo Todopromo, resulting in totaldyatl of $500,000. Approximately $188,000 of thatentive consulting fee was earne



2012.

The following is apro formacalculation of the amounts of Grupo Todopromeévenue and earnings that would have been intludéhe
Companys consolidated income statement for the year efae@mber 31, 2011 and the revenue and net incortteeafombined entity, h.
the Todopromo acquisition date been January 11,2@stead of September 2011 (in thousands):

Revenue Net Income
Actual from September 1 to December 31, 2011 $ 4,64¢ $ (65)
2011 Supplemental pro forma from January 1 to Déegrl, 2011 $ 83,90 $ 2,40(
2011 Adjusted supplemental pro forma from JanuaxyRecember 31, 2011 $ 83,90 $ 2,50(

The adjusted supplemental pro forma earnings fti 2xcluded $118,000 of acquisition-related castsrired in 2011.

SPAR NDS (Turkey)

In August 2011, the Company entered into an agraemith two companies in Turkey, NDS TANITIM DANMANLIK H IZMETLERT anc
GIDA TEKSTIL TURIZM PAZARLAMA TICARET LIMITED SIRKETI (together, the "Turkish Investors"), to reestabbgerations in th
market. The agreement created a new consolidatesidiary for the Company called SPAR NDS ("SPARSNP The new subsidiary star
operations in November 2011. The Company purchasedjority (51%) of the equity interests in SPAR®Iand provided and provides
usual Global Contributions, while the Turkish Intees as the Local Investor together purchasedehmining minority (49%) nowentrolling
interest in SPAR NDS and provided and providesutgal Local Contributions. The Company's totakstment in Turkey is approximat
$344,232, which includes $206,497 recorded as aingemt liability for future incentive consultingés, described below.
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During the first three years of operations, SPARSNDay be required to pay NDS owners an IncentivesGiting Fee (“Consulting Fee”)
calculated at 25% of EBITDA in excess of base emsiof approximately $148,000 per year. The marin@onsulting Fee for the three year
period is not to exceed $424,000. A projected chiing fee of $206,497 was calculated and recoeded contingent liability at December 31,
2012. The Company has completed its purchase paication, including the impact of the potentiarSulting Fee, at their related fair mar
values and as a result has recorded the followliogation of these costs between identifiable igtales and goodwill in 2012:

Intangible asset $ 258,06(
Goodwill 86,172
$ 344,23.

BIP (Romania)

In May 2012, the Company finalized the purchasée¢éifre as of April 1, 2012), for $60,000, of 51%rmership in Business Ideas Provi
GRUP SRL ("BIP"), a Romanian limited liability comupy in Bucharest, Romania, which became a condetidsubsidiary of tt
Company. The Company purchased a majority (51%h@fequity interests in BIP and provided and piesiits usual Global Contributio
while Business Ideas Provider SRL as the Local $toreowes the remaining minority (49%) noortrolling interest in BIP and provided ¢
provides the usual Local Contributions. The faarket value of the stock purchased by the Compaas/approximately $79,000, therefore
Company recorded a gain of $19,000 on the acauiisiti

The following is apro formacalculation of the amounts of BIP's revenue anchirgs that would have been included in the Comp
consolidated income statement for the years endmgber 31, 2012 and 2011, and the revenue aridaoebe for the combined entity, t
the BIP acquisition date been January 1, 201leausof as of April 1, 2012 (in thousands):

Revenue Net Income
Actual from April 1 to December 31, 2012 $ 4,14C $ 172
2012 Supplemental pro forma from January 1 to Dészr81, 2012 $ 108,17¢ $ 3,07
2011 Supplemental pro forma from January 1 to Déez1, 2011 $ 78,411 $ 2,257

NMS (USA)

In September 2012, the Company made a domestidsitému that also used its international stratedyseeking a minority (.e., non-
controlling) nonaffiliated Local Investor for the Company's new solidated subsidiary in Georgia, U.S.A. As withsnof its internationi
counterparts, the Company acquired a 51% intemedaitional Merchandising Services, LLC, a newlynfied Nevada limited liability compa
("NMS"), and provided and provides its usual Glokaintributions, and since then NMS has been a gfathe Company's consolida
financial reports. NMS provides merchandising E&w in the U.S.A. to multiple Fortune 500 companpeeviously supplied by its Lot
Investor. The Local Investor in this case is NagloMerchandising of America, Inc., a Georgia cogtion ("NMA"), which owns a 49¢
interest in NMS and will provide field merchandigiservices to NMS pursuant to a Field Services &gent with NMS. In addition, NM
contributed substantially all of its customers t@l8land provided and provides the usual Local Cbutidons.

NMS is part of the Company's consolidated finanmglorts and the business acquired by NMS is ctiyrgenerating approximately $3 milli
in annual revenue, specializing primarily onstiore merchandising and new store opening and relngdprojects. In its first four months
operations, NMS generated $1,922,000 in revenueb&88,000 in net income attributable to the CompaFye Company's total investmen
NMS is $859,050, which consists of the following @10 in capital, (2) a cash payment of $400,@00/MA and a $200,000 n-interes
bearing promissory note paid on January 2, 20)3s§Bance of SPAR common stock worth $165,000NtANand (4) a contingent liability
$93,540 described below.

NMS agreed to pay an incentive consulting fee (‘Stiting Fee") to NMA based on NMS achieving certadmnings goals in each of the r
three 12 month periods. The Consulting Fee isutatied based on 50% of NMS earnings in excess ahanal base earnings of $500,000.
maximum consideration for the Consulting Fee cdiddas much as $600,000. The projected consukiadsf approximately $93,540 and
been recorded as a contingent liability at Decen3fiei2012. The Company has completed its valuatfahe fair value and related allocat
between identifiable intangibles and goodwill, aadorded the following in 2012:



Intangible asse $ 526,32(
Goodwill 332,73l

$ 859,05(
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The following is apro formacalculation of the amounts of NM&Trevenue and earnings that would have been indlidé¢he Company

consolidated income statement for the years endedber 31, 2012 and 2011, and the revenue aridaoebe for the combined entity, t
the NMS acquisition date been January 1, 201ledaksof as of April 1, 2012 (in thousands):

Revenue Net Income
Actual from September 1 to December 31, 2012 $ 1,92z $ 138
2012 Supplemental pro forma from January 1 to Déezr81, 2012 $ 106,39¢ $ 3,19C
2011 Supplemental pro forma from January 1 to Déezr81, 2011 $ 76,83¢ $ 1,32€

CMR-Meridian (South Africa)

In September 2012, the Company's existing locakalisated subsidiary, SGRP Meridian (Pty) Ltd. (F8&Meridian"), acquired a major
(51%) of the equity interests in CMR Meridian (Ptyfd. ("CMR-Meridian™), while the Company provided and provides usual Glob:
Contributions. Combined Manufacturers Nationay)Rttd ("CMR") acquired the remaining minority (49%on-controlling interest in CMR-
Meridian as its Local Investor, contributed substdly all of its customers to CMR4eridian and provided the usual Lo
Contributions. SGRP Meridian and CMR-Meridian khoth are part of the Company's consolidated firedmeports.

CMR-Meridian initiated operations on October 1, 2018 #me Company provided approximately $380,000 woaking capital loan to ass
SGRP Meridian in this new joint venture. SGRP M, through the joint venture agreement with CNdRid approximately $73,000
closing and recorded a contingent liability in #maount of $154,000 respecting the fair value oéptial future payments required to be nr
by SGRP Meridian to CMR provided certain finanaiahditions are achieved by CMReridian in 2013 and 2014. The required paynr
based on an exchange rate of Rand to US Dollaieetmber 31, 2012, are as follows: (a) $66,000MR-Meridian achieves $247,000
earnings before interest and taxes for the twelwatmperiod ending December 31, 2013; and (b) $8BiOCMR-Meridian achieves $435,0
of earnings before interest and taxes for the tev@honth period ending December 31, 2014. If dutirege two periods the earnings be
interest and taxes is lower than $435,000 the payimesach year will be reduced proportionately.

In addition to the above payments, CMR-Meridian rhayrequired to pay CMR an Incentive Consulting pieided CMRMeridian meets tt
following financial criteria. Should CMR4eridian's earnings before interest and taxes ek$d85,000 in each of the following twelve mc
periods ending December 31, CMR-Meridian will payOMR:

» For 2013, the payment will be 50% of the excesgiegs up to a maximum of $304,000,

e  For 2014,— the payment will be 25% of the excessiegs up to a maximum of $176,000, and

« For 2015, the payment will be 10% of the excesniags up to a maximum of $84,000.
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At the end of the first three full years of opevat, an additional bonus of $108,000 will be paiddMR-Meridian to CMR if the combine
cumulative earnings before interest and taxes ekcgk3 million provided that in each year, a minimu$435,000 in earnings
achieved. Based on current projections, the Comploes not believe at this time that CNUeridian will meet the criteria to earn -
Incentive Consulting Fee, therefore no contingetility has been recorded as of December 31, 2GH&vever, the Company will continue
evaluate the potential for the Incentive Consulfigg through 2013.

The following is apro formacalculation of the amounts of CMR's revenue andhings that would have been included in the Compg
consolidated income statement for the years endedber 31, 2012 and 2011, and the revenue aridaoebe for the combined entity, t
the acquisition date for CMR been January 1, 20tktead of as of October 1, 2012 (in thousands):

Revenue Net Income
Actual from October 1 to December 31, 2012 $ 2,36¢ % 36
2012 Supplemental pro forma from January 1 to Déezr81, 2012 $ 113,06 $ 2,96:
2011 Supplemental pro forma from January 1 to Dészr81, 2011 $ 87,32¢ $ 2,57¢

Aggreqgate Effects of Purchases of Subsidiary lstere

The aggregate effects of the above described pseshaf subsidiary interests and related transactionthe net income attributed to
Company and transfers from the non-controllingrieéeare as follows (in thousands):

Year Ended Year Ended
December 31, December 31,
2012 2011
Net income attributed to SPAR Group, | $ 2,93( $ 2,21«
Increase/(Decrease) in SPAR Group, Inc. paid intabfor sale/purchase of subsidiaries commc
stock 164 (159)
Change from net income attributed to SPAR Group, &md transfer from/to notentrolling interes $ 3,09 $ 2,05¢

The purpose of the above schedule is to disclosefflects of changes in the Company's ownershgrest in its subsidiaries on the Compe
equity.

For each of the above, see generally ItemThe Company's Domestic and International Geografhidgsionsand Acquisition Strategies ai
Strategic Acquisitions above, Item 1A Risks Associated with International and Domestimtl¥enture Subsidiaries, Risks of Havin
Material Local Investors in International and Dontiesoint Venture Subsidiarie, above.

14. Net Income Per Share

The following table sets forth the computationdas$ic and diluted net income per share (in thousamdept per share data):

Year Ended December 31,

2012 2011
Numerator:
Net income $ 2,93C $ 2,21¢
Denominator:
Shares used in basic net income per share catmulati 20,24( 19,95¢
Effect of diluted securities:
Stock options 1,36¢ 1,36¢

Shares used in diluted net income per share ctiloua 21,60t 21,327




Basic net income per common share: $ 0.14 $ 0.11
Diluted net income per common share: $ 0.1 $ 0.1C

15. Mergers

In 2011, the Company entered into merger agreesmiegtiveen several of its inactive subsidiariesrineffort to simplify the Company
reporting structure. The following inactive subaiiits were merged into SPAR Acquisition, Inc. fesgurvivor):

» SPAR Marketing, Inc.
» PIA Merchandising Co., Inc.
» SPAR Incentive Marketing, Inc.
The following inactive subsidiary was merged infdAR Group International, Inc. (as the survivor):

+ SPAR All Store Marketing Services, Inc.

There is no expected tax or reporting impact exgmefriom the above mergers, as all such subsidiasees inactive.
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16. Customer Deposits

Customer deposits at December 31, 2012, were $263$176,000 from domestic operations and $87,00 finternational operatior
compared to $183,000 at December 31, 2011 ($188060 domestic operations and ($5,000) from intéomal operations). The increase
customer deposits is primarily due to the increaseich business in Australia and Mexico.

17. Subsequent Events

Effective January 1, 2013 the Sterling Credit Facivas amended (the "Third Sterling Amendment“yeéduce the interest rate to the Pi
Rate (as that term is defined in the Loan Agreeinglols one quarter of one percent (1/4%) per an(ingtead of the higher Prime Rate |
three quarters of one percent (3/4%) per annumpreasously charged).

The following contains descriptions of the Compangurchases of interests in or assets for its tipgraubsidiaries that occurred a
December 31, 2012. The terms "Global Contributiptisocal Investor" and "Local Contributions" arsad in those purchase description
such terms are described and defined in ItemAdquisition Strategies and Strategic Acquisitipadove.

For each of the following, see generally Item The Company's Domestic and International Geografihigsionsand Acquisition Strategie
and Strategic Acquisitionsabove.

Preceptor (India)

In March of 2013, the Company purchased a majoi#i%0) of the equity interests in Preceptor MarkgtiBervices Private Limite
("Preceptor"), a recently formed Indian corporatinom Krognos Integrated Marketing Services Pevaimited ("Krognos"), and Precep
became a new consolidated subsidiary of the Comp&hg Company paid also provided and providesutheal Global Contributions
Preceptor, while Krognos as the Local Investorineth the remaining minority (49%) namontrolling interest in Preceptor and provided
provides the usual Local Contributions. Krognosoails the Local Investor in the Company's exissudpsidiary in India, SPAR Krogn
Marketing Private Limited. Preceptor will enabletCompany to service clients not serviced byststiag Indian subsidiary. The Comps
paid $20,000 for its interest in Preceptor, ancc®ptor became a consolidated subsidiary of the @osnpn March 1, 2013. See Item 1A
Risks Associated with International aDomestic Joint Venture SubsidiaseRisks of Having Material Local Investors in Intetio@al anc
Domestic Joint Venture Subsidiaries, Risks Assediatith Foreign CurrencandRisks Associated with International Busingabove.

Certain MFI Assets (USA)

In March of 2013, the Company also purchased génegechandising service and certainstore audit service businesses from Market F
Information, Inc. ("MFI"), a leading customer irtgeénce solution provider. The acquiredsitore audit services include the price, point ¢,
out of stock, intercept and planogram audits madidyeMFI's New York office. With this acquisitiothe Company has entered the grov
in-store audit service business and expanded igsirgx general merchandising service and cliené lisnestically.

The purchase was made pursuant to the Asset Perélgsisement dated as of March 15, 2013 (the "Pseiigreement”) between MFI, as
seller, and SPAR Marketing Force, Inc. ("SMF"), ansolidated subsidiary of SGRP and its principaindstic operating company. 1
purchase was completed at the end of the day orchM&s, 2015. The Purchase Price under the Purchgeement consisted of a ¢
purchase price of $1,300,000 and the assumptiarertéin specified liabilities (principally thoseising after the closing under the assu
contracts). The Company plans to complete itshmage price valuation analysis during 2013 and ceeorappropriate intangible asset bi
on its analysis. In addition, SMF entered into @an§lilting Services Agreement and a Transition $esviAgreement with MFI, under wh
MFI will provide certain services, equipment andilities for up to one year, and various assignmamd other transfer documents.
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(In thousands)

(Recovered
Balance at  From)/Charged Balance at
Beginning of to Costs and Deductions End
Period Expenses (1) of Period
Year ended December 31, 2012:
Deducted from asset accounts:
Allowance for doubtful accounts $ 1622 72 18 $ 21€
Year ended December 31, 2011:
Deducted from asset accounts:
Allowance for doubtful accounts $ 14z (55) 31 % 57
(1) Uncollectible accounts written off, net otoweries
(2 Includes $105,000 of allowance for doubtful acceuetated to acquisition of BIP (see Note 13 todbesolidated financial stateme

— Purchase of Interests in Subsidiarjes
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Exhibit 10.20
JOINT VENTURE AGREEMENT

This Agreement is made as of thigddlay of September , 2012 by and between Combinedufdaturers National (Pty) Ltd, a comp:
organized and existing under the law of South Afréamd having their principal place of business et Ploor Bedford Center, Smith Stre
Bedford View, South Africa, 2008 (hereinafter cdll]CMR”) , and SGRP Meridian (Pty) Ltd, its subsidiaries affdigtes, a compan
organized and existing under the laws of Southcafriwith a registered office in No.16 Ennisdalev@riDurban North, South Africa, 40
(hereinafter calledSGRP” ).

WITNESSETH THAT:

WHEREAS , CMR is engaged in the retail solution businesseSouth Africa, having a wide range of clients ado having variot
knowledge and human resources with respect teetlading businesses in South Africa;

WHEREAS , SGRP is engaged in the retail solution businessesouth Africa, having computer software usefol gency, assistan
instruction and reporting of storefront activitesd also having operational know-how with respedich software; and

WHEREAS , CMR and SGRP are desirous of organizing a cotjoor#o jointly conduct retail solution businessesSouth Africa (hereinaft
called“Territory” ).

NOW, THEREFORE , in consideration of the mutual covenants andexgant herein contained, the parties hereto agréslaws:

CHAPTER I: ORGANIZATION OF THE NEW COMPANY

Article 1. Establishment

Promptly after the effective date of this Agreemetiite parties hereto shall cause a new company tordsmized under the laws of Territ
(hereinafter calledNew Company” ). Upon formation, New Company shall become ayparthis Agreement.

Article 2. Business Purposes
The business purposes of the New Company shallstamfshe following:

1. Provide retail merchandising and product olestration services;




2. Agency, assistance, instruction and replostarefront sales activities;
3. Implementation of market research and amabfsresults thereof;

4. Assembly of setups used for sales promotion;

5. Consulting regarding store management;

6. Development and sale of management systgardimg retailing;

7. Designing and sale of database; and

8. Any and all businesses incidental or retatmany of the foregoing.

Article 3. Trade Name

The New Company shall be named in Territory as QWiRidian (Pty) Ltd .

Avrticle 4. Location

The New Company shall have its main office 8¢Rloor Bedford Center, Smith Street, Bedford Viewuth Africa, 2008

Article 5. Memorandum of Association

The Memorandum of Association of the New Comparglldie in the form attached hereto_as Exhibit A

Article 6. Capital

The total number of shares which New Company ai#édrto issue shall be one thousand shakech share shall be ten (10) Rand. A
time of establishment of New Company, shares $teaissued and fully subscribed by the parties beastfollow:

* 510 Shares or 51%, SGRP;
* 490 Shares or 49%, Adrian Wingfield .

All the shares to be issued by New Company sleafidminal and ordinary shares.

Article 7. Increase of Capital

In case of capital increase of the New Companyr d@ffeestablishment, CMR and SGRP shall have teemptive right to new shares to
issued for such capital increase in proportiorh&rtrespective shareholdings in the New Company.




Article 8. Payment

Each of the parties hereto shall pay in Rand in cash the amount equivalent to its subscrhedes at par value upon issuance of the she
New Company.

CHAPTER II: PREPARATION OF ESTABLISHMENT OF THE NEW COMPANY

Article 9. Preparation of Establishment of the New Company

Each party shall take its role as described betmvitfe preparation of the commencement of New Cayigebusiness. Any expenses and (
necessary for such preparation shall be borne tly party.

A.  SGRP shall,
Enter into with New Company a software license agrent in the form attached hereto as Exhibjti® “License Agreement”).
For reference, the License Agreement includes tigations of SGRP to:
1. Localize and set up software provided by 8@&Rwork in Territory;
2. Consult on the organization of merchandisieryices;
3. Train the New Company’s personnel in howperate the merchandising software; and
4. Give advice on budgeting and developmemtach business plan.
B. CMRshall,
1. Arrange to transfer all client contractd\tew Company as of this Agreement;
2. Transfer over all appropriate staff and merchamgidemonstrators inclusive of all Government/emetoyclaims for benefi

(including but not limited to accrued but not pa&lerance expense) except as provided for undeleA24 below; and
3. Set up fast Internet connections for acogsports and systems.

CHAPTER III: GENERAL MEETING OF SHAREHOLDERS




Article 10. Annual and Extraordinary General Meeting

The Annual Meeting of Shareholders shall be congdneresolution of the Board of Directors and hield erritory or any other vicinal pla
within 3 months from the last day of each accounpieriod of New Company.

An Extraordinary General Meeting of the Sharehadeay be convened by a resolution of the Boardiddibrs whenever deemed necessary

Article 11. Quorum

A quorum of the Annual Meeting of Shareholders lsbalthe shareholders present either in persory @rdixy representing at least 51% of
the paid share capital of New Company.

Article 12. Resolution
Except as expressly otherwise provided in the Mamdum of Association of New Company, this Agreensat all resolutions of the Anni

Meeting of Shareholders shall be adopted by thienadfive vote of Shareholders holding at least 5d%the shares present or represent:
meeting for which there is quorum.

Article 13. Important Matters
In addition to such matters as required by the Mamdum of Association of New Company or Company 2@08, any resolutions of t
following matters by the Annual Meeting of Shareteb require the affirmative vote of at least tivivels of the votes of the shareholc
present:

1. Any amendment or modification of the Memaham of Association;

2. Increase or decrease in the authorizedalapipaid-in capital;

3. Issuance of new shares or any other kind of egggyurities or instruments convertible into equigclgities or the decision
undertake a Public Offering (as defined on Art@Rbelow);

4. Issuance of debentures;
5. Transfer of any part or whole of business;
6. Dissolution or amalgamation; and

7. Change in number or length of tenure of &es.




CHAPTER IV: BOARD OF DIRECTORS, OFFICERS AND ORDINA RY MEETINGS OF THE BOARD OF DIRECTORS

Article 14. Election of Directors

The Board of Directors of the New Company shall pase of four Directors, two of whom shall be apyped (not nominated) to the Board
CMR and two of whom shall be appointed (not nomedatby SPAR. Each of SPAR and CMR shall be edtitee remove and repla
any Director so appointed or removed by it. A dioe appointed by aShareholder shall be deemed to have resigned ¥igbtérom the dat
on which that Shareholder disposes of its sharethénNew Company or the date on which the New Caomypeceives notice fro
a Shareholder of the removal of a Director appditte that shareholder. The appointment, removdlraplacement of a Director shall be
notice to the New Company and binding on the Stddens and the New Company regardless of whetreeffdimalities required for tl
appointment of Directors under the Companies Agehzeen met. A Director need not hold a qualifyshgre.

The Chairman of the Board of Directors shall becapied by the Board of Directors from amongst thee€tors. The Chairman shall be
Chairman both of the Board of Directors and mesatinfShareholders. Should the Chairman not beeptest any meeting of Directors
Shareholders then the Directors or Shareholdeseptat that meeting shall elect a Chairman foptirpose of that meeting.

In case of any decrease or increase of the nuniligir@ctors, the representations stipulated abtwadl e unchanged amto rataas betwee
SPAR and CMR at all times unless otherwise providetiis Agreement under Article 23 below.

Each Director shall be entitled to appoint (andrehéer remove) on notice to the New Company arerAlte Director to act int
place. An alternate, when acting as such, shak ladl the powers and obligations of a Directocluding the right to attend, speak and vo

meetings of the Board. The appointment of an mdtier Director shall cease on the happening of a&aptewhich, if he were a Director, wol
cause him to cease to hold office as a Directqiif tine Director who appointed him ceases to Iéractor, or removes the alternate Director

Article 15. Election of Officers

Chief Executive Officer (CEO), Chief Operating @#ir (COO), and Chief Financial Officer (CFO) shmdlappointed by the Board of directc




Article 16. Office of Director

The term of office of each Director shall notwitistling the provisions of Article 14 above expiretteg close of the Annual Meeting
Shareholders which relates to the closing of actolast to occur within two (2) years from his ajppment to the Board of Directors.

Article 17. Quorum

Each Director shall have one (1) voting right ie Board of Directors. Except as otherwise requinettie Memorandum of Association of N
Company, this Agreement or a majority of the Dioestshall constitute a quorum at any meeting ofBbard of Directors, and all resolutic
shall be adopted by the affirmative vote of momrntkwo-thirds of the votes of the Directors preserity proxy .

Article 18. Ordinary Meeting of the Board of Directors

The Ordinary Meeting of the Board of Directors st held at least quarterly and a special meatingpe Board of Directors may be h
when necessary, both of which shall be conveneataordance with the provisions of the Memorandumi\sdociation. To the extent tF
permitted, any meeting of the Board of Directorsyrba held by interactive video conference or o#figrilar electronic or telephonic mea
and any action that may be taken by the Board ofddirs at a meeting thereof (whether in persadeo conference or by telephonic mei
may be effected in lieu of such meeting by unanisnawitten consent resolution executed by each membthe Board of Directors. T
parties hereto confirm that the prevailing intetptien in Territory is that meetings of boards afedtors may be held by interactive vic
conference or telephonic mearfor any proposed meeting of the Board of Directorsvhich SGRP requests, CMR and SGRP shall cotg
to arrange for such meetings to be held by videderence.

Article 19. Important Matters

In addition to such matter as required by Memoramdif Association of New Company, the following neat of the Board of Directc
meeting shall require the affirmative vote of atdetwo-thirds of the votes of the Directors:

1. Any proposal to the Annual Meeting of Shareholdarsaction by the Board of Directors for the mattassprovided in Article 1
above;

2. Any investment or commitment of New Company;
3. Any loan or credit taken by New Company fimoaints individually

4. Execution, amendment or termination of agrests or commitments with CMR, SGRP or their subsiels or affiliates;




5. Adoption or amendment of the annual budgetsbusiness plan;

6. Adoption or any material modification of majegulations or procedures, including any emptoydes or handbook;

7. Change of the auditing firm as provided iide 21;

8. Initiating or settling any litigation, arbitraticor other formal dispute settlement procedures mi¥eness of any obligation owed to
New Company

9. Approval of annual closing of the books ofviNCompany and the New Compasiannual financial statements, and changir
accounting policies and practices or the New Comisagccounting periods;

10. Establishment or amendment to the condiafoemployment of New Company officers;

11. Sale or disposition of or granting a lien, securritigrest or similar obligation with respect to,one or a series of related transactiot
New Company or with respect to any asset of New @ow that is crucial to New Comp¢ business;

12. Formation of any subsidiary of New Company, entrfoi(or subsequent termination of) any joint veetypartnership or simil
agreements;

13. Entering into, amending or terminating aoptract with/or commitment to any Director or s#taslder; and

14. Entering into any agreement or commitmendrovide goods or services outside Territory.

15. Purchase, lease or rent any asset, opaccaunnt, incur credit or appoint a service proviolecontractor

CHAPTER V: AUDIT
Article 20. Accounting Period

The accounting periods of New Company shall entherB1stday of December of each year.

Article 21. Inspection of Accounting Records and Books

The New Company shall yearly arrange an audit enattcounting records and books and shall subn#part of such audit to each of
parties hereto within thirty (30) days from the gaetion of the audit.




A mutually agreed upon certified public accountfirgh shall be engaged by New Company. Such acomyfirm shall audit the accounti
records and books of New Company and any otherensattlating, directly or indirectly, to the finaalkccondition of New Company. Any f
for the certified public accounting firm for insgemn and audit mentioned above shall be borne by Bempany. New Company shall ki
true and correct accounting records and books reiffard to all of its operations in accordance wjigmerally accepted accounting princi|
consistently applied (“GAAP”)n Territory and as required for each Fiscal yeat eeporting period. New Company will provide atmnce t
its certified publicaccounting firm in the preparation of it annual ihwdport in both Territory and U.S. GAAP. All amenting records at
books shall be kept ready for inspection by theigmhereto or by their authorized representatNew Company shall cooperate with res
to each financial period to provide such informatio a timely manner as required by SGRP for fi@rstatement consolidation.

CHAPTER VI: TRANSFER OF SHARES

Article 22. Restrictions on Transfer of Shares
Except as provided in Article 23 below, neithertparereto shall, without the prior written consefitthe other party, assign, sell, trans

pledge, mortgage, or otherwise dispose of all grart of its shares (including its right to suliiserto new shares) of the New Company to
third parties.

Article 23. Transfer of Shares
After three (3) years from the effective date aftelew Company:
a. If neither party wishes to sell, theypsions of the Agreement shall be extended armywal
b. If CMR or SGRP wishes to sell (all Imatt less than all of its shares) and SGRP or Ci&dhot want to buy, then CMR is free to
its 49% ownership or SGRP is free to sell its 5Mhership in New Company to a third party (pricecatdted at 2 times the Net income be
provision for income tax plus interest expense (FEBof the preceding year).
C. Either CMR or SGRP may, at its disoretand for in each of the next five (5) years, @08 of its original ownership in Ne
Company to the other Party at a price calculate? tines the EBIT of the preceding year. Shouldlasty exercise this option resulting i
reduction in its ownership, then the allotment @ebtor positions will also be reduced as follows:

i. If ownership falls below 30%, then ®awill be allocated one Director position;

ii. If ownership falls below 15%, then Bawill not have right to any Director positions.

d. If CMR or SPAR wishes to sell sharader Article 23 above then:




d.1l If a shareholder intendsed all of its shares to a third party, the shatder may not do so without first having offe
its shares to the other shareholder, unless ther sttareholder has expressly and in writing wathedrights conferred on it in terms hereof.
d.2 The offer in 23 shall:
d.2.1 be in writing and stipulate an effectiaadfor the sale;
d.2.2 be delivered by the selling party toatieer shareholder at the other shareholder’s déioniti
d.2.3 be irrevocable and open for acceptance in writiggh® other shareholder for a period of 30 busirdzss
following the date of delivery of the offer to tbéher shareholder;
d.2.4 if applicable, be accompanied by a true and coraglepy of the offer made by a third party to théirsgparty.
which shall clearly identify the third party;

d.2.5 stipulate payment terms payable for Hegess and also the loan account of the sellingypart

d.2.6 stipulate whether the other shareholder must adbepoffer in respect of all (and not part only)tbé share
concerned;

d.2.7 include a warranty to the other shareholder thanupansfer of the shares concerned to the othenekblde
that:

d.2.7.1 the selling party is the sole benafioivner and registered holder of the shares carder

d.2.7.2 the selling party is entitled and able to give faeel unencumbered title to the shares concerntiut
other shareholder;

d.2.7.3 no person will have any existing or future righto{uding an option or right of first refusal) tocpire
any of the shares concerned.

d.3 The other shareholder shall not be obliggaurchase the selling shareholder’s shares.

d.4 If the other shareholder purchases all or sombaethares concerned pursuant to the offer in #8d,the purchase pri
payable in respect thereof shall be paid by theraghareholder under the same payment terms asithieal third part
offer to the selling party starting within 10 busés days after the date of acceptance of the wifiger d.2.3, in cash a
free of set off or other deduction, against deljvef:
d4.1 the share certificates representingktia@es concerned;
d.4.2 duly executed share transfer formeapect of the shares concerned; and
d.4.3 a written, irrevocable cession of thkirsy party’s loan account to the other shareholde

d.5 If the other shareholder does not accapbffer in 23.d in respect of all or part of théling party’s shares timeously (
declines to accept that offer), the selling pattglshave the right to sell and transfer all ofstgares to the third pa
identified in 23.d.2.4 (or to any other third paifythe selling party does not have an outside rofte the share
concerned) on terms and conditions not less fawbeita the third party than those of the offertie bther shareholder.




d.6 In the event that the selling party does not $elhares in terms of 23.d.5 within 60 business ddnyen the provisions
this article 23(d) shall apply agai® nova

CHAPTER VII: ROLE OF CONTRACTING PARTIES

Article 24. Parties Contribution to the New Company

A.

B.

1.

Contribution of CMR:

CMR shall contribute to the New CompanyAlssets in Exhibit C1 and its current client contsg¢Contracts”)as specified in Exhik
C2 (the CMR Assets’n the result that the CMR Assets shall fall untter control and be owned by the New Company. Pastial
agree on a transition plan with regard to the assant of the CMR Assets to the New Company, suahsttion plan is als
documented in Exhibit C. As of the Closing and dgrsuch transition period CMR agrees and underteikiansfer the revenue of
CMR assets that are not yet transferred to New Gompy way of a legally acceptable invoicing.

CMR shall contribute to the New Companycitsrent employees involved with both theSiere Merchandising and Demonstra
business as specified in Exhibit D (“CMR Employge$hese CMR Employees will be transferred to New Canypinclusive of an
Government/employee claims for benefits (includiug not limited to accrued but not paid severanqeerse). However, In the ev
that any liabilities relating to retrenchment caatise within the first 6 months of the JVA as aule of the loss of customer accou
for whatever reason whatsoever, these costs wiidoere by CMR or Adrian Wiendfield in his personapacity.

CMR shall arrange to supply offices and facilitisgff service for general affairs and finance, artth company network servic
which are determined, at CMR’s sole discretionassary for the operation of New Company.

Contribution of SGRP:

In the first three (3) years of this agreement, 8GRIl provide (in total) up to one thousand fiveridred (1,500) hours of busin
support. This support may be in the form of gehéusiness, consultation or programming supporimadify or enhance i
merchandising software. SGRP will maintain owngrgi all software. If during the first three ysaof operations of New Compa
support provided by SGRP exceeds one thousandhiimdred (1,500) hours in total, then any additidralrs will billed by SGRP -
New Company at the rate of fifty five dollars US$56.00) per hour. This rate may be modified angizsed on published inflati
rate. New Company will be able to hire its ownst&ff as appropriate.
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2. SGRP will also contribute a license to use the SGRfware and SGRP Name for as long as SGRP holdast 51% of the she
capital of the New Company. SGRP Software will batdbuted on “as is” basis.

3. If SGRP sells its interest in New Company to adhuarty or to CMR, the License Agreement will béomoatically terminated and t
New Company shall immediately cease using the r"SGRP”.

4. SGRP will pay either to CMR or its sharelgofdin exchange for the assignment of CMR Assepeathe Exhibit E.

Avrticle 25. Indemnification

CMR shall indemnify the New Company against andllitharmless from any liabilities in connectiortlwany transfer of the CMR Assets.

Article 26. Actions after Completion

A. As soon as possible after execution of thgsement, CMR shall join with the New Company indieg out notices, in a form to
agreed upon, to persons who have had dealings@MR in connection with their merchandising and dasimtion businesses, inform
them of the incorporation of the New Company aratthnsfer of CMR Assets to the New Company.

B. CMR shall, where the approval, consent oeagent of a third party is not required to eithpagsign the benefit of any Contract to

New Company or (ii) transfer the whole of any Cantrto the New Company, will assign to the New Camyptheir rights, title, interest a
benefit in or under each such Contract;

C. CMR, shall, where the approval, consent aeagent of a third party is required to eithera@kign the benefit of any Contract to

New Company or (ii) transfer the whole of any Cantrto the New Company, at its own expense, useeafionable endeavors to obtain
approval, consent or agreement.

Article 27. Cooperation in Financing
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The New Company may borrow ZAR 1,000,000 when #dseadditional funds, if such borrowing is approweddvance by the Board
Directors as an important matter under Article h&wee .

It is estimated that New Company will require ZAR,908,927 in initial working capital and that bd@VR and SGRP will contribute the
funds in the form of loans to New Company baseth@ir % ownership in New Company. CMR and SGRP wirk to arrange for a ba
loan to New Company or an alternative method adrfiting for working capital over time .

In the event that either SGRP or CMR fails to dbwitie funds in terms of this Article within 21 dagknotice from the New Company to dc
then either SGRP or CMR, as the case may be, bha# the right to contribute to the New Companymaah of the loan as the ot
shareholder fails to contribute. If a shareholeegrcises this right, then it shall do so on 48rkomotice to the other shareholder and th
shall be entitled to require the shareholder whiedao contribute the loan finance required by Mew Company to sell to it so many of
shares in the New Company at the market value dhe® determined by the New Companguditor so as to equal the amount of the
Company’s loan finance obligation requirement fribva defaulting shareholder.

This agreement together with the notice shall d¢arstan irrevocable power of attorney by the difiag shareholder in favour of the ot
shareholder to attend a general meeting of theekblters of the New Company, to consent to thecaaif that meeting being waived an

vote in favour of and to sign any document on bebfathe New Company to perform any act and pagsrasolution on behalf of the N¢
Company and to give effect to the sale and trarsfehat shareholder of its shares in the otherettwdder.

Article 28. Approved Related Party Transactions
Notwithstanding the provisions in Article 19.4 alkahe Shareholders record their agreement to theisionent of SPAR by the New Compi

to provide administration, management, financiahanagement, bookkeeping, payroll services to tte NCompany and that SPAR shall
entitled to recover from the New Company their osable cost of doing so .

Article 29. Incentive Fee

The New Company will pay the following incentive @MR, [under a consultancy agreement or other tfpgrrangement], for the benefit
both the owners of CMR and the New Company ashgeEkhibit F.

Article 30. Personnel
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CMR shall provide all personnel required for theigions of New Company. In principal, New Compahgll be responsible for the payn
of salaries and benefits (on a go forward basisyfich personnel and all other matters concertiany émployment except that New Comp
is not liable for any liabilities for prior benefiearned by employees as noted in Article 24, &h@ve .

Article 31. Training

Each party hereto shall provide the appropriatimitrg to the employees for New Compasyiperation at SGRP and its own site. The
training shall be made upon New Compansequest and any necessary expenses for thengahall be borne by New Company, exce|
otherwise provided in License Agreement.

Article 32. Non-Competition

31.1 CMR or SPAR, as the case may be, ackngsldthat:

31.1.1 the restraints hereby assumed Hyem are properly commensurate with the benefitghviwill
directly and indirectly accrue to it pursuant testhgreement and arising here from;

31.1.2 they have intimate knowledge of the specialised ageament, operating and marketing techni
and the customers of the business;

31.2.3 the profitability of the business is eegant upon the businesgecialised management, opers
and marketing know-how and techniques and the basimelationships with its customers; and,

31.2.4  the business will suffer material prejudice if eittone of them were to sell their shareholdinghi
New Company and compete with

31.2 In the light of the foregoing acknowledgements, CEIRSPAR as the case may be binds itself to obgue
following restraints: namely, it shall not withdiie other’s prior written consent:

31.2.1 directly or indirectly be involved swlicit or cause the customers of the New Compargrminate
their arrangement with the New Company and/or glegimilar services to that of the New Companyryp a
customer or former customer of the New Company; or,

31.2.2 solicit or cause the employees cotdra@and suppliers of the New Company to termitizde

employment with the New Company or their appointtisnthe New Company and to be employed or
appointed directly or indirectly by CMR or SPAR.
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31.2 The foregoing restraints shall:
31.3.1 Apply in respect of each of the nine pnoes of the Republic of South Africa;
31.3.2 apply for a period of two years from tiffective date;

CHAPTER VIII: AMENDMENT FOR PUBLIC OFFERING

32  Public Offering

Both parties acknowledge that the New Company nti@yngpt to become a listed company or overdhenter company on the Territory St
Exchange or any other stock exchange or public etark Territory (Public Offering). Both partieskamowledge that the number of iss
shares, the number of shareholders, the ppidapital and profit transaction with each patttg, seconded employees of New Company w
reviewed and instructed for amendment by the relfegovernmental or regulatory authorities in aceok with those bodiesules o
guidelines for Public Offering. If both partiesrag to undertake a Public Offering pursuant toclatil3 above, both parties shall discuss
reasonably cooperate with each other to amend ttieles of Agreement and/or the License Agreememtrier to complete the Public Offer
of New Company. Any changes to the License Agregméll be effective upon consummation of the Palfliffering (but not before), a
subject to the approval of the Boards of Directifrthe New Company, CMR and SGRP .

CHAPTER IX: CONFIDENTIALITY

33 Confidential Information

CMR and SGRP shall keep secret and retain in stanfidence any and all confidential informatiordawse it only for the purpose of t
Agreement and shall not disclose it to a third yaithout the prior written consent of the othertgainless the receiving party can demons
that such information: (i) has become public ott@m as a result of disclosure by the receivindypdii) was available to the receiving pe
prior to the disclosure by the disclosing partyhatite right to disclose, or (iii) has been indeparily acquired or developed by the recei

party.

CHAPTER X: GENERAL PROVISIONS
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34

Effective Date

This Agreement shall become effective at the tifexecution hereof and continue until its Termioatas defined in Article 35 below .

35

5.

6.

Termination

35.1

35.2

35.3

If either party transfers its shares in the New @any to the other party hereto in accordance witticke 24
above, this Agreement shall terminate. If eitharty transfers its shares in the New Company tahem@arty
unless expressly agreed by the m@msferring party in writing, this Agreement shiadl assigned to and bind
upon such third party, provided that the assigmiagy shall remain liable for all legal acts witspect to th
Agreement or the New Company occurred before tfeckfe Date of such assignment.

Either party not in breach of this Agreement maynieate this Agreement by written notice to theestparty i
any breach shall not have been corrected by ther plrty in breach within sixty (60) days after ttem notice i
given by such party not in breach complaining afrshreach.

Either party may terminate this Agreent®ngiving notice in the event of one or more of thibowing:

Appointment of a trustee or receiver foraalany part of the assets of the other party;
Insolvency or bankruptcy of the other party;

Assignment of the other party for the beneficreditor;

Attachment of the assets of the other party;

Expropriation of the business or asseth®fther party; and

Dissolution or liquidation of the other part

If either party is involved in any of the eventaugrerated in (1) through (6) above, it shall immeslianotify the other party of the occurre
of such event.

35.4

In case of the termination of this Agreement punsua Article 35, B or Article 35, C, the party meinating ir
accordance with this Agreement shall have an opgtiqguurchase the shares of the other party atdb& talue ti
be decided by an internationally recognized acdognfirm that is not the principal accounting firaf eithe
party, if either party so requests, or to haveNker Company dissolved.
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35.5 Upon termination of this Agreement or SGREeasing to hold at least 51% of the shares in 8empany, th
License Agreement shall terminate immediatelyilf ist effect, unless otherwise agreed by the jgatti

36 Force Majeure

Neither party shall be liable to the other partyfftlure or delay in the performance of any ofdtdigations under this Agreement for the t
and to the extent such failure or delay is causedidis, civii commotions, wars, hostilities betwerations, governmental laws, order:
regulations, embargoes, actions by the governnreamy agency thereof, acts of God, storms, firesidents, strikes, sabotages, explosion
other similar contingencies beyond the reasonatiéral of the respective parties.

37 Notices

All notices, reports and other communications gieemade in accordance with or in connection wlils Agreement shall be made in writ
and may be given either by (i) personal deliveiiyofernight delivery or (iii) registered air maif properly posted, with postage fully prep:
in an envelope properly addressed to the respeptivties at the address set forth below or to sheamged address as may be given by ¢
party to the other by such written notice. Anyio®tetc by personal delivery or overnight deliveryfacsimile transmission shall be deeme
have been given (7) days after the dispatch. yneaent, if any notice, etc. is received other tH@nregular business hours of the recipie
shall be deemed to have been given as of the folplusiness day of the recipient.

To: CMR ATT Adrian Wingfield, Managing Direct
2 ndFloor Bedford Center, Smith Street, Bedford Viewus Africa, 200¢
SGRP ATT Brian Mason, CEC

No.16, Ennisdale Drive, Durban North, South Afriéa51

38 Assignment

This Agreement and the rights and obligations hadet are personal to the parties hereto, and shale assigned by either of the partie
any third .
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39  Arbitration

All dispute, controversies, or differences whichymarise between the parties hereto, out of or latimm to or in connections with tt
Agreement, shall be finally settled by arbitrationTerritory in accordance with the rules of therritery Commercial Arbitration . The
arbitration shall be conducted by three (3) artBnsin English). The arbitration shall be finabdegally binding upon both parties.

40 Implementation

The Shareholders hereby agree, for themselves,ghetessors, heirs and legal representativetéat Shareholdersieetings, and to cat
the Directors they nominate to vote at Board mestiand to carry out their duties, to prepare, ebecand deliver or cause to be prepe
executed and delivered such further instrumentsdacdments, to take such other actions and to dhesglemorandum of Association of N

Company, New Company work rules and other rules @oshmercial registry and any other document to iberaled or adopted as may
reasonably required to effect the provisions atehinof this Agreement and the transactions conlztienh hereby.

41  Governing Law

This Agreement and all questions arising out otider this Agreement shall be governed by andprééed in accordance with the laws
Territory.

42  Waiver

Any failure of either party to enforce, at any timefor any period of time, any of the provisiorfstis Agreement shall not be construed
waiver of such provisions or of the right of sucrty thereafter to enforce each and every suchigion

43  Entire Agreement
This Agreement constitutes the entire and only emgent between the parties hereto with respectectibject matter of this Agreement
supersedes any other commitments, agreements erstaddings, written or verbal, that the partiesettemay have had. No modificati

change and amendment of this Agreement shall bdifgrupon the parties hereto except by mutual egpoensent in writing of subsequ
date signed by authorized officer or representaifveach of the parties hereto.

44  Headings
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The headings of articles and paragraphs used # Abreement are inserted for convenience of referesnly and shall not affect |
interpretation of the respective articles and paplgs of this Agreement.

45 Language

This Agreement has been executed in English.

IN WITNESS WHEREOF , the parties hereto have caused this Agreemdre executed in two (2) copies by their respectivly duthorize:
officer or representative as of the day first abavidten.

CMR SGRF
Signature  /s/ Adrian Windfield Signature  /s/ Brian Masor
Name: Adrian Windfield Name: Brian Masor
Title: Director Title: Director
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Exhibit 10.21

JOINT VENTURE AGREEMENT

This Agreement is made as of this 2 day of Aug2@t,1 by and among:

TODOPROMO, S.A. DE C.V., herein represefgdir. Juan Francisco Medina Domenzain;

SEPEME, S.A. DE C.V., herein representetlbyJulio César Hernandez Vanegas;

TOP PROMOSERVICIOS, S.A. DE C.V., hereinresggnted by Mr. Juan Francisco Medina Domenzain;

CONAPAD, S.C., herein represented by Mr. Julio €ét=rnandez Vanegas (with TODOPROMO, S.A. DE CSEPEME, S.A. D
C.V., and TOP PROMOSERVICIOS, S.A. DE C.V., heréimacollectively referred to 8sTODOPROMO ") ;

Mr. Juan Francisco Medina Domenzain, orotis behalf;

Mr. Juan Francisco Medina Staines, on higs behalf;

Mr. Jorge Carlos Medina Staines, on his oaimalf;

Mr. Julio César Hernandez Vanegas, on his own béhéth Messrs. Juan Francisco Medina DomenzaimnJerancisco Medit
Staines and Jorge Carlos Medina Staines, hereir@iectively referred to as tHeTODOPROMO s Shareholders’ ); and

SPAR Group International, Inc., its subsitia and affiliates, herein represented by Mr. JaRiehard Segreto (hereinafteiSPAR

.

oo

Ta o

WITNESSETH THAT:

WHEREAS, TODOPROMO, S.A. DE C.V.is a corporation duly incorporated and existingspant to the laws of the Mexican United St
as evidenced in notarial deed number 29,056 dated 28, 2001, issued by Notary Public number 64Nfaucalpan de Juarez, Mr. Alvi
Villalba Valdes and registered at the Public Regist Commerce under number GDF 0221243 and iteesgmtative has sufficient authority
enter into this Agreement as evidenced in notaléed number 32,400 dated December 8, 2003, issuétetaforementioned Notary Pub
and that his authority has neither been revokednutified in any way whatsoever;

WHEREAS, SEPEME, S.A. DE C.V. is a corporation duly incorporated and existingspant to the laws of the Mexican United State
evidenced in notarial deed number 29,967 datedl ABri 2002, issued by the same Notary Public astioveed above and registered at
Public Registry of Commerce under number GDF 01374dd its representative has sufficient authorityehter into this Agreement
evidenced in notarial deed number 31,801 dated4ud)03, issued by the same Notary Public; andhisaauthority has neither been reva
nor modified in any way whatsoever;




WHEREAS, TOP PROMOSERVICIOS, S.A. DE C.Vis a corporation duly incorporated and existingspant to the laws of the Mexic
United States as evidenced in notarial deed nurbBgt89 dated September 27, 2005, issued by NotaljicPnumber 133 for the Fede
District, Mr. Hector Guillermo Galeano Inclan andgistered at the Public Registry of Commerce ofleunnumber 386103 and
representative has sufficient authority to entés this Agreement as evidenced in the same no@erd; and that his authority has neither
revoked nor modified in any way whatsoever;

WHEREAS, CONAPAD, S.C. is a corporation duly incorporated and existingspiant to the laws of the Mexican United Statesviadeace:
in notarial deed number 33,018 dated June 8, 2884ed by the Notary Public mentioned in the fiestital and registered at the Pu
Registry of Commerce under number 229444 and jiiesentative has sufficient authority to enter thiie Agreement as evidenced in the s
notarial deed; and that his authority has neitleemtrevoked nor modified in any way whatsoever;

WHEREAS , TODOPROMO is engaged in the retail solution besses in Mexico, having a wide range of clients alsd having variot
knowledge and human resources with respect tcetlading businesses in Mexico;

WHEREAS, SPAR is a company organized and existing undelatis of the State of Nevada, United States of Aaaeri

WHEREAS , SPAR is engaged in the retail solution businessése USA, having computer software useful foeragy, assistance, instruct
and reporting of storefront activities and alsoihgwperational know-how with respect to such safey and

WHEREAS , TODOPROMO and SPAR are desirous of organizingpigparation to jointly conduct retail solution bussses in Mexic
(hereinafter calledTerritory” ).




NOW, THEREFORE , in consideration of the mutual covenants andexgant herein contained, the parties hereto agréslaws:

Avrticle 1.

CHAPTER I: ORGANIZATION OF THE NEW COMPANY

Establishment

Promptly after the effective date of this Agreemetiite parties hereto shall cause a new company todsmized under the laws of Territ

(hereinafter calledNew Company” ). Upon formation, New Company shall become ayparthis Agreement.

Article 2. Business Purposes
The business purposes of the New Company shallstamfshe following:
1. Provide retail merchandising and product olestration services;
2. Agency, assistance, instruction and replostarefront sales activities;
3. Implementation of market research and aimabfsesults thereof;
4. Assembly of setups used for sales promotion;
5. Consulting regarding store management;
6. Development and sale of management systgandimg retailing;
7. Designing and sale of database; and
8. Any and all businesses incidental or retatmany of the foregoing.
Article 3. Trade Name

The New Company shall be named in Territory as “BRFAODOPROMO, SAPI, de CV.” or a similar mutuallyragd upon name.

Article 4. Location

The New Company shall have its main office Miguer&fia 39, San Jose Insurgentes, Mexico 03900.




Article 5. Articles of Incorporation

The Articles of Incorporation of the New Companwlibe substantially in the form attached heret&asibit A .

Article 6. Capital
The total number of shares which New Company aigbdrto issue shall be Five thousand shares withautalue resulting in a total Cap
contribution at closing of $50,000 Pesos. At tineetof establishment of New Company, shares shalisbued and fully subscribed by
parties hereto as follow:

*  2,550- Shares or 51%, SPAR;

*  2,450- Shares or 49%, TODOPROMO'’s Sharehgsldas follows:

* 950 Shares or 19% Juan Francisco Medina Domenzain
* 500 Shares or 10% Juan Francisco Medina Staines

* 500 Shares or 10% Jorge Carlos Medina Staines

* 500 Shares or 10% Julio César Hernandez Vanegas

All the shares to be issued by New Company shaWithout par value and ordinary shares.

Article 7. Increase of Capital

In case of capital increase of the New Company #@fteestablishment, TODOPROMO and SPAR shall hheegreemptive right to new sha
to be issued for such capital increase in propotiotheir respective shareholdings in the New Camyp

Article 8. Payment

Each of the parties hereto shall pay in Pesakin cash the amount equivalent to its subscishedes at par value upon issuance of the she
New Company.




CHAPTER II: PREPARATION OF ESTABLISHMENT OF THE NEW COMPANY

Article 9. Preparation of Establishment of the New Company

Each party shall take its role as described betmvttfe preparation of the commencement of New Cayigeébusiness. Any expenses and (
necessary for such preparation shall be borne tly party.

A.  SPAR shall,
Enter into with New Company a software license agrent in the form attached heretq as Exhibjth® “License Agreement”).
For reference, the License Agreement includes liigations of SPAR to:
1. Localize and set up software provided by BR&work in Territory;
2. Consult on the organization of merchandisiexyices;
3. Train the New Company’s personnel in howperate the merchandising software; and
4. Give advice on budgeting and developmemtach business plan.
B. TODOPROMO shall,
1. Arrange to transfer all client contractd\tew Company as of this Agreement;
2. Transfer over all appropriate staff and merchamdidemonstrators free and clear of any Governmmapiteyee claims for benef

(including but not limited to accrued but not pa&erance expense); and
3. Set up confirm fast Internet connectionsaitecessing reports and systems.

CHAPTER IIl: GENERAL MEETING OF SHAREHOLDERS

Article 10. Annual and Extraordinary General Meeting

The Annual Meeting of Shareholders shall be congdneresolution of the Board of Directors and hield erritory or any other vicinal pla
within 3 months from the last day of each accoungieriod of New Company.

An Extraordinary General Meeting of the Sharehadeay be convened by a resolution of the Boardiddibrs whenever deemed necessary
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Article 11. Quorum

Except as expressly otherwise provided in the Aagiof Incorporation of New Company a quorum of Ammual Meeting of Shareholders sl
be the shareholders present either in person prdxgy representing at least 51% of all the paidelcapital of New Company.

Article 12. Resolution
Except as expressly otherwise provided in the Aesiof Incorporation of New Company, this Agreemant all resolutions of the Anni

Meeting of Shareholders shall be adopted by thienadtive vote of Shareholders holding at least 5df%he shares present or represent
meeting for which there is quorum.

Article 13. Important Matters
In addition to such matters as required by theches of Incorporation of New Company or the Genégkl of Business Organizations or
Stock Exchange Law, any resolutions of the follagyvinatters by the Annual Meeting of Shareholdersiiregthe affirmative vote of at le:
two-thirds of the votes of the shareholders present

1. Any amendment or modification of the Artlef Incorporation;

2. Increase or decrease in the authorizedalapipaid-in capital;

3. lIssuance of new shares or any other kind of egggyurities or instruments convertible into equigclgities or the decision
undertake a Public Offering (as defined on Art@Rbelow);

4. |ssuance of debentures;

5. Transfer of any part or whole of business;

6. Any and all matters relating to dividends\aw Company;
7. Dissolution or amalgamation; and

8. Change in number or length of tenure of &ies.




CHAPTER IV: BOARD OF DIRECTORS, OFFICERS AND ORDINA RY MEETINGS OF THE BOARD OF DIRECTORS

Article 14. Election of Directors

The Board of Directors of the New Company shallsisinof four (4) Directors; two (2) of whom sha# kelected from among those appoi
by TODOPROMO and two (2) of whom shall be electeaf among those appointed by SPAR. The ChairmaheoBoard of Directors sh
be elected from the Directors by the mutual comasioit of both parties. In case of any increasdamrease in the number of Directors,
representation stipulated above shall be unchaagégro-rata at all times.

Article 15. Election of Officers

President & Chief Executive Officer (CEQO), Vice Bident & Chief Operating Officer (COO), and ViceeBident & Chief Financial Offic
(CFO) shall be nominated by TODOPROMO and appoibtethe Board of directors.

Article 16. Office of Director

The term of office of each Director shall expirelat close of the Annual Meeting of Shareholdetsictvrelates to the closing of accounts
to occur within two (2) years from his assumptidroffice, provided that the Shareholders’ Meetingynapprove their reelection.

Article 17. Quorum

Each Director shall have one (1) voting right ie Board of Directors. Except as otherwise requirethe Articles of Incorporation of Ne
Company, this Agreement or a majority of the Dioestshall constitute a quorum at any meeting ofBbard of Directors, and all resolutic
shall be adopted by the affirmative vote of momnthwo-thirds of the votes of the Directors preserity proxy .

Article 18. Ordinary Meeting of the Board of Directors

The Ordinary Meeting of the Board of Directors $h held at least quarterly and a special meadinthe Board of Directors may be h
when necessary, both of which shall be convenedctordance with the provisions of the Articles nEdrporation. To the extent tt
permitted, any meeting of the Board of Directorsyrba held by interactive video conference or o#ierilar electronic or telephonic mea
and any action that may be taken by the Board ofdbirs at a meeting thereof (whether in persddeo conference or by telephonic mei
may be effected in lieu of such meeting by unanisnawitten consent resolution executed by each membthe Board of Directors. T
parties hereto confirm that the prevailing intetatien in Territory is that meetings of boards afedtors may be held by interactive vi
conference or telephonic mearfsor any proposed meeting of the Board of Directorsvhich SPAR requests, TODOPROMO and SPAR
cooperate to arrange for such meetings to be helddeo conference. A written record in Spanislalbfneetings of the Board of Directors i
all decisions together with English translationréué shall be made as promptly as practicable &fseh meeting of the Board of Direct:
signed or sealed by each of the Directors andikepie records of the Company.




Article 19. Important Matters

In addition to such matter as required by Artiadédncorporation of New Company, the following neatt of the Board of Directors meet
shall require the affirmative vote of at least tthérds of the votes of the Directors:

1.

Any proposal to the Annual Meeting of Shareholdarsaction by the Board of Directors for the mattassprovided in Article 1
above;

Any investment or commitment of New Company in amtsundividually in excess of $50,000.00 USD othe aggregate in exct
of $150,000.00USD;

Any loan or credit taken by New Company in amountiividually in excess of $100,000.00 USD or i thggregate in excess
$250,000.00 USD;

Execution, amendment or termination of agre®s or commitments with TODOPROMO, SPAR or tkalvsidiaries or affiliates;
Adoption or amendment of the annual budgetsbusiness plan;

Adoption or any material modification of majegulations or procedures, including any empgoydes or handbook;

Change of the auditing firm as provided mide 21;

Initiating or settling any litigation, arbitratioor other formal dispute settlement procedures wiveness of any obligation owed to
New Company in excess of $20,000.00 U.




9. Approval of annual closing of the books ofviNCompany and the New Compasiannual financial statements, and changir
accounting policies and practices or the New Comisaaccounting periods;

10. Establishment or amendment to the condiafoemployment of New Company officers;

11. Sale or disposition of or granting a lien, securritierest or similar obligation with respect to,0one or a series of related transactiot
New Company or with respect to any major stratageet of New Company that is crucial to New Com’ business;

12. Formation of any subsidiary of New Company, entrfoi(or subsequent termination of) any joint veatypartnership or simil
agreements;

13. Entering into, amending or terminating aoptract with/or commitment to any Director or sitaslder; and

14. Entering into any agreement or commitmenrovide goods or services outside Territory.

CHAPTER V: AUDIT

Article 20. Accounting Period

The accounting periods of New Company shall entherB1stday of December of each year.

Article 21. Inspection of Accounting Records and Books

The New Company shall yearly arrange an audit enaitcounting records and books and shall subngpart of such audit to each of
parties hereto within thirty (30) days from the gaation of the audit.

A mutually agreed upon certified public accountfirgy shall be engaged by New Company. Such acaugifirm shall audit the accounti
records and books of New Company and any otherensattlating, directly or indirectly, to the finaalkccondition of New Company. Any f
for the certified public accounting firm for insgien and audit mentioned above shall be borne by Kempany. New Company shall ki
true and correct accounting records and books reitiard to all of its operations in accordance wgi#merally accepted accounting princi|
consistently applied (“GAAP”)n Territory and as required for each Fiscal yaat eeporting period. New Company will provide assnce t
its certified public accounting firm in the prepéoa of it annual audit report in both Territoryda).S. GAAP. All accounting records ¢
books shall be kept ready for inspection by thdigahereto or by their authorized representatNew Company shall cooperate with res
to each financial period to provide such informatio a timely manner as required by SPAR for finahstatement consolidation.




CHAPTER VI: TRANSFER OF SHARES

Article 22. Restrictions on Transfer of Shares

Except as provided in Article 23 below and excé@RAR sells to a SPAR subsidiary or SPAR affiliatéf TODOPROMO’ s Shareholder:
incorporate a corporation only for the purpose of lolding their ownership in the New Company and tranfer said shares to the ne
holding company owned solely by TODOPROMO or TODOP®MOQO'’s Shareholders, neither party hereto shall, without the prior tveni
consent of the other party, assign, sell, trangflerdge, mortgage, or otherwise dispose of allryr part of its shares (including its right
subscribe to new shares) of the New Company tdlany parties, within the first three (3) yearsodishe effective Date of this Agreement.

Article 23. Preemptive Right and Options

Once the term of three (3) years as of the effecBvdate of this Agreement has elapsed, the partiegteto can only transfer the tota
amount, but not less of shares owned.

A. After three (3) years from the effective dafethis Agreement, if either party hereto (heréieracalled“Selling Party” ) wishes ti
transfer and sell all but not less than all ofsitares, the Selling Party shall furnish to the iofiety (hereinafter calletDther Party” ) a
written notice of a proposed purchaser, the offgne@hase price and other major terms and condittérsuch proposed sale.

The Other Party shall have a right to purchase shelnes by giving Selling Party a written noticetsfintention to purchase the same wi
sixty (60) days from the receipt of Selling Partystice, upon the same terms and conditions agidedcin the Selling Partg’ notice. Th
Selling Party may sell such shares upon the temdscanditions as described in its notice afterys{®0) days from the date of Other Pai
receipt of such notice unless Other Party givesticea for its purchase of the shares to SellingyPasnless agreed by the Other Part
writing, any transferee party shall be subjechis Agreement.
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B.

After three (3) years from the effective dafehis Agreement, either party may at any timekena written offer to buy all of the ott

Party’s shares in the New Company. The Other Party getl, either accept the offer and sell all of itares under the terms and condit
offered, or purchase the offering pagtyshares at the same terms and conditions. fdhg receiving the initial offer does not respdodhe
initial offer within sixty (60) days, the party rewing the offer shall be deemed to have acceptedffer to sell its shares. The parties
cooperate to effect the closing of such purchasksate of all of the shares of the New Company bglthe Selling Party within ninety (¢
days of the decision or deemed decision of therskparty. At such closing, the purchasing parigligbay to the SellindParty the purcha
price in cash, and the Selling Party shall delteethe purchasing party share certificates reptesgall of the Selling Partg’' shares held in t
New Company, free and clear of any lie

CHAPTER VII: ROLE OF CONTRACTING PARTIES

Article 24. Parties Contribution to the New Company

A.

1.

B.

Contribution of TODOPROMO:

TODOPROMO shall contribute to the New Compais current client contracts (Contractsgs specified in Exhibit
(“TODOPROMO Assets”)Parties shall agree on a transition plan with rédarthe assignment of the TODOPROMO Assets t
New Company, such transition plan is also docunknte Exhibit C. As of the Closing and during sudlansition perio
TODOPROMO agrees and undertakes to transfer trenusvof the TODOPROMO assets that are not yetfeard to New Compai
by way of a legally acceptable invoicing.

TODOPROMO shall contribute to the New Compds current employees involved with both theStore Merchandising a
Demonstration business as specified in Exhibit DOQDOPROMO Employees”These TODOPROMO Employees will be transfe
to New Company free and clear of any Governmentieyae claims for benefits (including but not lindtéo accrued but not ps
severance expense).

TODOPROMO shall arrange to supply offices and ftedl, staff service for general affairs and finenand intra company netwc
services, which are determined, at TODOPROMO's dideretion, necessary for the operation of New gamy.

Contribution of SPAR:

In the first three (3) years of this agreement, RRa#ll provide (in total) up to one thousand fivartdred (1,500) hours of busin
support. This support may be in the form of gehéusiness, consultation or programming supporimedify or enhance i
merchandising software. SPAR will maintain owngysdf all software. If during the first three ysaof operations of New Compa
support provided by SPAR exceeds one thousandhiivelred (1,500) hours in total, then any additidralrs will billed by SPAR 1
New Company at the rate of fifty five dollars USEb66.00) per hour. This rate may be modified anguzsed on published inflati
rate. New Company will be able to hire its ownst&ff as appropriate.
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SPAR will also contribute a license to use the SF®dRware and SPAR Name for as long as SPAR hdlésaat 51% of the she
capital of the New Company. SPAR Software will batcibuted on “as is” basis.

If SPAR sells its interest in New Company to adhparty or to TODOPROMO, the License Agreement Ww#l automaticall
terminated and the New Company shall immediateiseaising the name “SPAR”.

SPAR will pay either to TODOPROMO or its sharehofgldoy cheque or via wire transfer to the bank antaspecified to that effe
by TODOPROMO, in exchange for the assignment of OTPROMO Assets the following:

a. $400,000USD on the date of signature ofriberporation Deed of the New Company;
b. $300,000USD twelve months after New Comparngcorporated.

5. 1. BONUS PAYMENTS FOR 2011. #&ssuming that the New Company is incorporated @adisg operations by Septembe

2011, it is agreed that the executives identifiedxhibit E will only be paid the 2011 bonus of $20,000.00 Mexican Peso:
the reported Net EBITDA (after recording the boedpense of the mentioned $00,000.00 Mexican Pesos) for the four mo
ended December 31, 2011 equals or exceeds $1'7208(bMexican Pesos.
b.- If the EBITDA goal mentioned in (a) above is nottrbg December 31, 2011, it is further agreed that2011 Bonus Paym:
of $1'300,000.00 Mexican Pesos could be earned and ptid reported Net EBITDA (after recording the berexpense of tl
mentioned $1'300,000.00 Mexican Pesos) for theuwehonths ended as of August 31, 2012 equals areesc$2660,000.0
Mexican Pesos.

5. 2. BONUS PAYMENTS FOR 2012. a. It is agréleat the 2012 bonus payment of $10,000.00 Mexican Pesos will only be |

if the reported Net EBITDA (after recording the lisnexpense of the mentioned $10,000.00 Mexican Pesos) for the tw
months ended December 31, 2012 equals or exce&BOF20.00 Mexican Pesos.
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Avrticle 25. Indemnification

TODOPROMO shall indemnify the New Company againgd &old it harmless from any liabilities in conrient with any transfer of tt
TODOPROMO Assets.

Article 26. Actions after Completion

A. As soon as possible after Completion, TODORRXshall join with the New Company in sending ootices, in a form to be agre
upon, to persons who have had dealings with TODORRGn connection with their merchandising and destmtion businesses, informi
them of the incorporation of the New Company aratthnsfer of TODOPROMO Assets to the New Company.

B. TODOPROMO, shall, where the approval, congerdgreement of a third party is not required ithee (i) assign the benefit of a
Contract to the New Company or (ii) transfer theolehof any Contract to the New Company, will asgigthe New Company their rights, ti
interest and benefit in or under each such Contract

C. TODOPROMO, shall, where the approval, consemtgreement of a third party is required to eitijeassign the benefit of any Contr
to the New Company or (ii) transfer the whole of &@ontract to the New Company, at its own expeunse,all reasonable endeavors to ol
that approval, consent or agreement.

D. It is estimated that New Company will requie000,000.00 USD in initial working capital archit both TODOPROMO and SPAR v
contribute these funds in the form of loans to Ne@mpany based in their % ownership in New Compan DOPROMO may fund part

their working capital requirements with the furméuand equipment with a book value estimated ai(B86USD. TODOPROMO and SP,
will work to arrange for a bank loan to New Compamyan alternative method of financing for workicepital over time.

Article 27. Cooperation in Financing

The New Company may borrow ($ 250,000.00 USD) wiheeeds additional funds, if such borrowing is rgwed in advance by the Boarc
Directors as an important matter under Article h&wee .
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Article 28. Incentive Fee
The New Company will pay the following incentiveT®@ DOPROMO, [under a consultancy agreement or dthper of arrangement]:
1. Starting in 2011 and for the thirty six (36pnths after closing, an Incentive Consulting E€amulative Earn-out”calculated at 50!
of New Companys EBITDA that is in excess of the Base annual EBAT{$212,800 USD). The maximum value of the Cumuk
Earn-out will be $600,000 USD. The Cumulative Eam will be calculated by New Compasyoutside Audit Firm based on

yearend audit reports (except in year 2014, whesdlibe based on an Audit Review of the finanatdtements as of August 31, 2
the expected pro-rata period).

2. Assuming New Company is operational Septermb2011, the expected Cumulative payout will béadlows [2011 and 2014 are pro-
rata calculations]:

a. 2011- 4 month (pro-rata) max Cumulative Earhshall be $100,000 USD

b. 2012- max Cumulative Earn-out shall be $300,USD

€. 2013- max Cumulative Earn-out shall be $800,USD

d. 2014- 8 month (pro-rata) max Cumulative EauhShall be USD $600,000 USD
The Earneut will be paid within 45 days after the issuamdethe audit report by the independent auditingnfidt is considered that Ne
Company will have a December 31 yesmd. It is expected that the cash flow of the Newm@any will be adequate to make these payme
well as pay any taxes due. If the cash flow isadgquate in any year to make these payments anthyay due, then the incentive consu

fee payments will be decreased until the New Compgash flow is adequate to pay any taxes due aswl @y the incentive consulting
payment. Any amounts unpaid due to this limitatigt be accrued by the New Company and paid whernctsh flow is adequate.

Article 29. Personnel
TODOPROMO shall provide all personnel requiredtfae operations of New Company. In principle, Nean(any shall be responsible

the payment of salaries and benefits (on a go fahkasis) for such personnel and all other matter&erning their employment except
New Company is not liable for any liabilities foriqr benefits earned by employees as noted in ler8¢ B, 2 abovt.
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Article 30. Training

Each party hereto shall provide the appropriatimitrg to the employees for New Compasydperation at SPAR and its own site. The
training shall be made upon New Compangequest and any necessary expenses for thengahall be borne by New Company, exce|
otherwise provided in License Agreement.

Article 31. Non-Competition

During the term of this Agreement and for two (2pys from the Termination Date (as defined in AetR5 below) of this Agreement, neit
SPAR its subsidiaries and affiliates nor TODOPROIshareholders, officers, subsidiaries and ati shall without the prior consent of
other, engage in, whether directly or indirectlyefghandising and Demonstration Services (as defin#éte License Agreement) in Territory
any other business then competitive with New CorgganTerritory. However, in the event that SPARega into a contract with a custor
that covers more than one country and the scopsucih agreement includes services in Territory aesv lCompany is prohibited frc
completing such contracts, then SPAR shall not fodipited from entering into or performing such egment, provided, however, that
gross income directly or indirectly received by $PM connection therewith shall account as if reedi by the New Company, so t
TODOPROMO's Shareholders may benefit from any psarising therefrom to be distributed as a divijehproper.

CHAPTER VIII: AMENDMENT FOR PUBLIC OFFERING

Article 32. Public Offering

Both parties acknowledge that the New Company nti@yrgt to become a listed company or overd¢banter company on the Territory St
Exchange or any other stock exchange or public etark Territory (Public Offering). Both partieslamwledge that the number of iss
shares, the number of shareholders, the ppidapital and profit transaction with each pattty, seconded employees of New Company w
reviewed and instructed for amendment by the refegovernmental or regulatory authorities in aceok with those bodiesules o
guidelines for Public Offering. If both partiesrag to undertake a Public Offering pursuant toclatil3 above, both parties shall discuss
reasonably cooperate with each other to amend ttieles of Agreement and/or the License Agreememtrier to complete the Public Offer
of New Company. Any changes to the License Agregméll be effective upon consummation of the Palfliffering (but not before), a
subject to the approval of the Boards of Directifrthe New Company, TODOPROMO and SPAR .
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CHAPTER IX: CONFIDENTIALITY

Article 33. Confidential Information

TODOPROMO and SPAR shall keep secret and retadtrict confidence any and all confidential inforinatand use it only for the purpose
this Agreement and shall not disclose it to a thedty without the prior written consent of the etlparty unless the receiving party
demonstrate that such information: (i) has becooidip other than as a result of disclosure by #eeiving party, (i) was available to -
receiving party prior to the disclosure by the tising party with the right to disclose, or (iiiad been independently acquired or developt
the receiving party.

CHAPTER X: GENERAL PROVISIONS

Article 34. Effective Date

This Agreement shall become effective at the tifexecution hereof and continue until its Termioatas defined in Article 35 below .

Avrticle 35. Termination

A. If either party transfers its shares in tr@MNCompany to the other party hereto in accordantteArticle 24 above, this Agreement st
terminate. If either party transfers its shareshia New Company to another party, unless expresgfged by the nommansferring party i
writing, this Agreement shall be assigned to amdlinig upon such third party, provided that thegssig party shall remain liable for all le:
acts with respect to this Agreement or the New Caimgoccurred before the Effective Date of suchgassent.

B. Either party not in breach of this Agreemeraty terminate this Agreement by written noticeh® other party if any breach shall not +

been corrected by the other party in breach wisiity (60) days after written notice is given byckuparty not in breach complaining of s
breach.
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C. Either party may terminate this Agreemenghwng notice in the event of one or more of thioiwing:
1. Appointment of a trustee or receiver foraalbny part of the assets of the other party;
2. Insolvency or bankruptcy of the other party;
3. Assignment of the other party for the beraficreditor;
4. Attachment of the assets of the other party;
5. Expropriation of the business or assetb@fother party; and
6. Dissolution or liquidation of the other part

If either party is involved in any of the eventaugrerated in (1) through (6) above, it shall immeslianotify the other party of the occurre
of such event.

D. In case of the termination of this Agreempuatsuant to Article 35, B or Article 35, C, the fyaterminating in accordance with t
Agreement shall have an option to purchase theeshafr the other party at the book value to be dektidy an internationally recogniz
accounting firm that is not the principal accougtfirm of either party, if either party so requeststo have the New Company dissolved.

E. Upon termination of this Agreement or SPAREasing to hold at least 51% of the shares in G8empany, the License Agreement s
terminate immediately if still in effect, unles$etwise agreed by the parties.

Article 36. Force Majeure

Neither party shall be liable to the other partyflure or delay in the performance of any ofdtdigations under this Agreement for the t
and to the extent such failure or delay is causedidis, civil commotions, wars, hostilities betwerations, governmental laws, order:
regulations, embargoes, actions by the governmeamy agency thereof, acts of God, storms, firesid@nts, strikes, sabotages, explosion
other similar contingencies beyond the reasonadoiral of the respective parties.
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Avrticle 37. Notices

All notices, reports and other communications gieemade in accordance with or in connection wlils Agreement shall be made in writ
and may be given either by (i) personal deliveiiy,ofernight delivery or (iii) registered air maif properly posted, with postage fully prep:
in an envelope properly addressed to the respeptivties at the address set forth below or to sheamged address as may be given by ¢
party to the other by such written notice. Anyio®tetc by personal delivery or overnight deliveryfacsimile transmission shall be deeme
have been given (7) days after the dispatch. yneaent, if any notice, etc. is received other tl@nregular business hours of the recipie
shall be deemed to have been given as of the folplusiness day of the recipient.

To: TODOPROMO Todo Promo

MigllNorefia 39, San Jose Insurgentes, Mexico 03900

SPAR SPAR International Ltdf RGary Raymond, CEO

560 White Plains Road, Tarrytown, NY 10591, USA

Article 38. Assignment

This Agreement and the rights and obligations hedeu are personal to the parties hereto, and sbalbe assigned by either of the partie
any third .

Article 39. Arbitration

All dispute, controversies, or differences whichymaise between the parties hereto, out of or latimm to or in connections with tt
Agreement, shall be finally settled by arbitratioraccordance with the Rules of Arbitration of #hditration Center of Mexico (CAM) by ol
or more arbitrators appointed in accordance witt Railes, if initiated by SPAR; or in accordancehwthe International Arbitration Rules
the American Arbitration Association (AAA) by oner anore arbitrators appointed in accordance withd sRiules ,if initiated by
TODOPROMO. The arbitration shall be final and lgghinding upon both parties.
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Article 40. Implementation

The Shareholders hereby agree, for themselves,dhetessors, heirs and legal representativegteat Shareholdergheetings, and to cat
the Directors they nominate to vote at Board mestiand to carry out their duties, to prepare, ebeeand deliver or cause to be prepe
executed and delivered such further instrumentsdamdiments, to take such other actions and to ces@rticles of Incorporation of Ne

Company, New Company work rules and other rules @oshmercial registry and any other document to rberaled or adopted as may
reasonably required to effect the provisions atehinof this Agreement and the transactions conlatienh hereby.

Article 41. Governing Law

This Agreement and all questions arising out otider this Agreement shall be governed by andprééed in accordance with the laws
Territory.

Article 42. Waiver

Any failure of either party to enforce, at any timefor any period of time, any of the provisiorfstis Agreement shall not be construed
waiver of such provisions or of the right of sucrty thereafter to enforce each and every suchigion

Article 43. Entire Agreement
This Agreement constitutes the entire and only egent between the parties hereto with respectectibject matter of this Agreement
supersedes any other commitments, agreements erstaddings, written or verbal, that the partieseteemay have had. No modificati

change and amendment of this Agreement shall bdifgrupon the parties hereto except by mutual esspoensent in writing of subsequ
date signed by authorized officer or representaifveach of the parties hereto.

Article 44. Headings

The headings of articles and paragraphs used # Abreement are inserted for convenience of referesnly and shall not affect |
interpretation of the respective articles and pajalgs of this Agreement.
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Article 45. Language

This Agreement has been executed in the EnglistSpadish. If there is any discrepancy or incoeaisy between the English and the Spe
versions, the English version shall prevail.

IN WITNESS WHEREOF , the parties hereto have caused this Agreemdrg executed in two (2) copies by their respectivly duthorize:
officer or representative as of the day first abavidten.

TODOPROMO

/sl TODOPROMO, S.A. DE C.V.

TODOPROMO, S.A. DE C.V,,

Represented by Mr. Juan Francisco Medina Domenzain

[s| SEPEME, S.A. DE C.V.

SEPEME, S.A. DE C.V.

Represented by Mr. Julio César Hernandez Vanegas

/sl TOP PROMOSERVICIOS, S.A. DE C.V.

TOP PROMOSERVICIOS, S.A. DE C.V.,

Represented by Mr. Juan Francisco Medina Domenzain

[sICONAPAD, S.A. DE C.V.

CONAPAD, S.A.DE C.V,,

Represented by Mr. Julio César Hernandez Vanegas
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/s/ Mr. Juan Francisco Medina Domenzain

Mr. Juan Francisco Medina Domenzain

On his own behalf

/s/ Mr. Juan Francisco Medina Staines

Mr. Juan Francisco Medina Staines

On his own behalf

/s/ Mr. Jorge Carlos Medina Staines

Mr. Jorge Carlos Medina Staines

On his own behalf

[s/ Mr. Julio César Hernandez Vanegas

Mr. Julio César Hernandez Vanegas

On his own behalf

Spar Group International, Inc.

Signature /s/ James Richard Seqre

Name: James Richard Segre

Title: CFO and Secretal
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Exhibit A

Articles of Incorporation
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Exhibit B

Software License Agreement
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Exhibit C

List of Client Contracts & Transition Plan
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Exhibit D

List of Employees Transferring to New Company
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Exhibit E

List of Executives
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Exhibit 10.31

THIRD AGREEMENT OF AMENDMENT
10
REVOLVING LOAN AND SECURITY AGREEMENT
AND OTHER DOCUMENTS

This Third Agreement of Amendment to Revolving Loand Security Agreement And Other Documents ("Thigleement ¢
Amendment") shall be effective as of January 1,32@hd is by and amorf§TERLING NATIONAL BANK, having offices at 500 Sevel
Avenue, New York NY 10018-4504 " Sterling " ) , and any other entity becoming a Lender pursuattté Loan Agreement (defined bel
are collectively referred to as theenders” and individually as a Lender; " and Sterling as the Agent for the Lenders a$ agehcting for th
benefit of Lenderg " Agent" ) ; SPAR Group, Inc ., a Delaware corporatiogiSGRP") , National Assembly Services, Inc.a New Jerse
corporation, SPAR Group International, Inc., SPAR Acquisition, Inc., SPAR Trademarks, Inc..andSPAR Marketing Force, Inc., eacl
a Nevada corporation (together with SGRP, eithpaisely, jointly, or jointly and severally,Borrower "); all currently having an address
333 Westchester Avenue, South Building, Suite 20Hite Plains NY 10604.

RECITALS

A. Borrower has executed and deliverg@ @ertain Secured Revolving Loan Note dated 8u3010 in the original maximt
principal sum of Five Million Dollars ($5,000,000)) as subsequently amended to Six Million Five é¢thed Thousand Dolla
($6,500,000.00), as amended (the “Note”), payabtae order of Agent.

B. In connection with the execution arelivery of the Note and to secure payment and padace of the Note and otl
obligations of Borrower to Agent, the Agent and Bever have executed, among other things, a Rewplizwan and Security Agreem:
effective July 6, 2010, as amended ("Loan Agreetent

C. In addition to the foregoing documeritee Borrower and Agent have executed or delivextiédr collateral agreemer
certificates and instruments perfecting or otheewislating to the security interests created. pumposes of convenience, the Note, L
Agreement and related collateral agreements, ioatiéfs and instruments (as amended) are collegtieétrred to as the "Loan Documents.”

D. Borrower has requested and Agent ltaeeal to a modification of the loan evidenced by Mote subject to the Lo
Documents.

E. In addition, Agent and Borrower wigh dlarify certain of their rights and duties toeoanother as set forth in the L
Documents.

NOW, THEREFORE, in consideration of the promises, covenants anderstandings set forth in this Third Agreemen
Amendment and the benefits to be received fromptirdormance of such promises, covenants and umaelisgs, and for other good ¢
valuable consideration, the receipt and sufficieofcyhich is hereby acknowledged, the parties agsefllows:




AGREEMENTS

1. Agent and Borrower reaffirm, consentl agree to all of the terms and conditions ofltban Documents as binding, effective
enforceable according to their stated terms, extephe extent that such Loan Documents are heexdpyessly modified by this Thi
Agreement of Amendment.

2. In the case of any ambiguity or indstency between the Loan Documents and this Thgte@ment of Amendment, the language
interpretation of this Third Agreement of Amendminto be deemed binding and paramount.

3. The Loan Agreement is hereby amendddlbws:

0] Subsection 1.3(a)s hereby amended and restated to read as folkffestive as of
January 1, 2013:

1.3(a) Interest accrues on the Revolving Loan at Ageffoating Prime Rate (as that
term is defined in the Loan Agreement) plus onatguaf one percent (1/4%) per annum.

(i) The chief executive office of Borrewreferred to in Schedule 2 is hereby changed to:
333 Westchester Avenue, South Building, Suite X0Hite Plains, NY 10604.

4. Borrower represents and warrantsttiee are no Defaults or events of Default purstotr defined in any of the Loan Docume
and that all warranties and covenants which haes lbeade or performed by Borrower in connection wlith Loan Documents were true
complete in all material respects when made oropeéd.

5. All representations, warranties andec@ants made by Borrower to Agent in the Loan Dasts are true and complete in all mat
respects as if hereby repeated and (except asoatite textent limited to reference dates) first maspressly in this Third Agreement
Amendment.

6. Except as otherwise provided herdim, ltoan Documents shall continue in full force affiéct, in accordance with their respec
terms. The parties hereto hereby expressly cordinoh reaffirm all of their respective liabilitiesbligations, duties and responsibilities ur
and pursuant to said Loan Documents as amendebyhanel consent to the terms of this Third AgreeneérAimendment. Capitalized ter
used in this Third Agreement of Amendment which raseotherwise defined or amended herein have #@ning ascribed thereto in the L
Documents.

7. The parties agree to sign, deliver flechny additional documents and take any otletipas that may reasonably be required by A
including, but not limited to, affidavits, resolofis, or certificates for a full and complete conmation of the matters covered by this T
Agreement of Amendment.

8. This Third Agreement of Amendmentiisding upon, inures to the benefit of, and is ecéable by the heirs, personal representa
successors and assigns of the parties. This Pgrdement of Amendment is not assignable by Borromithout the prior written consent
Agent; provided, however, that this Agreement sbhalldeemed to be assigned with any assignmenteofdhn Agreement consented tc
Agent.

9. To the extent that any provision astihird Agreement of Amendment is determined by aaurt or legislature to be invalid
unenforceable in whole or part either in a particaiase or in all cases, such provision or paretifas to be deemed surplusage. If that oc
it does not have the effect of rendering any ottr@vision of this Third Agreement of Amendment ilidaor unenforceable. This Thi
Agreement of Amendment is to be construed and eetbas if such invalid or unenforceable provisiopart thereof were omitted.
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10. This Third Agreement of Amendment nueyy be changed or amended by a written agreesigned by all of the parties. By -
execution of this Third Agreement of Amendment, Agis not to be deemed to consent to any futurewahor extension of the Revolvi
Loan or Loan Documents.

11. This Third Agreement of Amendmengdéverned by and is to be construed and enforcaeddordance with the laws of New York
though made and to be fully performed in New Yowktlfout regard to the conflicts of law rules of Ne¥ork that would defer to t
substantive laws of any other jurisdiction).

12. The parties to this Third AgreemehAmendment acknowledge that each has had the tpptyrto consult independent counse
their own choice, and that each has relied upoh soansel's advice concerning this Third AgreenaérAmendment, the enforceability ¢
interpretation of the terms contained in this Thigreement of Amendment and the consummation ofrtresactions and matters covere:
this Third Agreement of Amendment.

13. The Borrower agrees to pay all reabtmattorneys' fees incurred by Agent in connectiith this Third Agreement of Amendm:
(in addition to those otherwise payable pursuatii¢oLoan Agreement), which fees are to be paiaf #ise execution hereof.

THE BORROWER, FOR ITSELF, ITS SUBSIDIARIES (IF ANY) AND AGENT HEREBY WAIVE ALL RIGHTS TO A
TRIAL BY JURY IN ANY LITIGATION RELATING TO THIS TH IRD AGREEMENT OF AMENDMENT OR THE DEBT AS AN
INDUCEMENT TO THE EXECUTION OF THIS THIRD AGREEMENT OF AMENDMENT.

-Remainder of this page intentionally left blank-

[signatures appear on the following page]
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IN WITNESS WHEREOF , the parties have signed this Third AgreementmieAdment.

(BORROWER)

SPAR GROUP, INC.

NATIONAL ASSEMBLY SERVICES, INC.
SPAR GROUP INTERNATIONAL, INC.
SPAR ACQUISITION, INC.

SPAR TRADEMARKS, INC.

SPAR MARKETING FORCE, INC.

Witness:

/sl Marc J. Pedalino By: /sl James R. Segreto
Print Name: Marc J. Pedalit James R. Segrett
Title: Administrative Assista Chief Financial Officer

Treasurer and Secrete
(As to all Borrower entities
(AGENT/LENDER)
STERLING NATIONAL BANK
By: /s/ Paul Seidenw:
Print Name: Name: Paul Seidenwar
Title: Title:  Vice Presiden




ACKNOWLEDGMENT

STATE OF New York
SS.:

COUNTY OF Westchester,

BE IT REMEMBERED , that on this 11 day of February, 2013, before time subscriber, personally appearddMES R. SEGRETO who,
| am satisfied, is the person who signed the wittbcument as Chief Financial Officer, Treasurat Secretary of SPAR GROUP, INC.
NATIONAL ASSEMBLY SERVICES, INC., SPAR GROUP INTERN ATIONAL, INC., SPAR ACQUISITION, INC., SPAR

TRADEMARKS, INC., and SPAR MARKETING FORCE, INC. , the corporations ("Corporations") named therein #md perso
thereupon acknowledged that he is authorized to thig within document on behalf of the Corporatiand that the said document made b
Corporations was signed, sealed and deliveredhisyperson as such officer and is the voluntaryaact deed of the Corporations, mad:
virtue of authority from their Board(s) of Director

/s/Marc J. Pedalino
Marc J. Pedalin
Notary Public State of New Yol
No. 01PE622874
Qualified in Putnam County &
Westchester Coun
Term Expires September 27, 2C




(’ OXFORD FUNDING

Tha tafored dobtor Binanca shecializl

20 Saptember 2011
The Direchors
Sparfacts Phy Lid

150 Dynon Rood
West Malbowme 3003

Dear Govin & Lynda

LETTER OF QFFER - CONFIDENTIAL INVQICE DISCOUNTING

We are pleazed to odvise that Oxfond Funding Py Lid ABN 72 045 453 174 (hemin
referred fo o3 “Oxlord”) has oproved o Confidential Involee Dlscounting foclity for

Sporfacts Py Lid ASM §5 119 057 653 on the following herms ond condifions:

FACILTY DETAILS:

Type:

Uirnif:

Tarm:

Purchase
Amaounis:

Refention &
Ad|ustmant

Recourse:

Melboime fiosd ol cej

bl o 10 Hartow Eanlscnds
Doghanmnly HC S008

Hptiney

136 Clmnrt Stract
Vavipenaio RSN Ty

T AB00 B50 500

F; 1800 BEO 548

We provide o confidential Invelce Discounting foclity. Your cllents ara
unoware of the foclity, and remit poyments directy fo o bank
qooount held inyour nome butin frust for Cudard.

Woxirnum funds drown Bmit of §1.200.000, PF.O1-a

The Initlal ferm of the fociity wil be 12 months, Owlard will reguine &0
days notiea if you wish to termingte the foclity.

We Initlally advance up fo 80% of the foce volue of each occepted
Inwoice upon recep! of o copy of al iweises ond suppaoding
documentation supparfing Mles from Soor Tools), whene nocassary,
Thesa ars fo be lodged with eoch funding request,

Fayment of fhe purchoge omount will be effected by cvemight
elechionic funds fronster (e, cleored funds) subjact to racelgt of the
Iwoices by 12om Eostern Stondord Time. ond the sofisfoctory
verfcation of these Iwolces.  Funding within fwo hous & olsn
ovaiable in porficulor coses,

Irvolces and credit notes must be sent to Oxford by 1ha end of the
manth inwhich they ore ralsed.,

Retention funds (20%) ore pold one day following the recelpt of
clearad funds at Oxiord.

Imvoices gutstonding bayond 90 days fram date of Involce. or aarar if
sought by Ouford, ore to be recoussd from retentions, Where such
retention omount s Insufficlent fo meet o required recoursa, sulliciant
funcs must be provided ta deor any resdual balonce.

Lewed 2 173 Egwand e ( ‘:} o
oty PO Imamitoes e

Paith

238 It Geoiges Terims Clwise2 Fandng Piy. Lid ABH 72048 083 1305 Ol Frseling & n susidisey ol
Pl WA B0 Berd po anck Malsede Bani Limapd, Tho Beougy Sonitng, Lendps, VIS 32358
B ciclordFmnfantfunilag com ai ABN 11 028 049 LT8, AF5L 354700,

W e Bardibendng. comL s

Exhibit 10.35
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EEES & CHARGES:
Administretion  An Administrotion Fes of 0.25% + G5T will be calculated on the foce

Fei:

Field Review:

Other Feas:

SECURITY:

wvalue of each occepted Involes and credit note, ond charged on tha
cote they ome purchosed by Oxford. A minimum  monthly
cdministration fee aff $1.250 plus G5T will apply.

An Aciivity Fee is levied gnly on funds drown under the faciity af the
Bendigo Bank's Dabtor Finonce indicator Rate, {cumently 8.79% pad

phas g margin of 1.7%. This Indicotor Rote s cumenitty advearfisad on aur
website wwin oxfordfunding.com.ou

We usuglly only conduct up fo three Fiald Reviews per onnum, unlass
an Event of Defoult hos occurned.

Includes all cradit reference fees, lagal costs, bank and govemment
charges relating to yowr foclity, The foregoing fees are bosed on o
minimum discountad turnaver of $8,000,000 per cnnum.

The documents required for Oxford’s faclity to be executed ore listed below, This
letter confers no dghts on Oxford to enforce the ghing of the documents, and thara s
no obfigation to moke of or ony part of the focity avallable untl the documents are
signed ond defvered In g form satisfoctony fo Oudord.

Confidenficl Debtor Finance Agreemeant with Sparfocts Pry Lid,

2. Finst Registerad Fixed and Floating Charge over the ossels and undartakings of
Sporfocts Py Ltd.

3. Jointand Several Guarantee and Indemnity from

~ennoo

Lynda Cathryn Chopman

Gaovin Jomas Brown

GBA Contibution Py Lid
Browcha Py Ltd

Gavin Brown & Associates Py Lid
Chopown Fy Lid

APPROVAL CONDITIONS:

This offer is subject to the follawing pre-selflement condifions to be to our satisfaction:

Crdord to opprove ond receive confrmation from the debions of Sporfocts
H-,r Ltd. Ingligible dabts may hclude invaices that are:

Greater than 20 days old

Subject to any sef-alf or counter elaim (eg: common debslorfcrediiar)
For custamers that may have o poor credit histary

Conggnment and sala or retumn accounts

Astaclated or related porty fransocticons

Certified personol identification of Lynda Cathryn Chopmaon ond Govin
Jamas Browm,
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3. Debtos wil genssaly be funded up fo o concentration of 20% of the
approved deblors ledger. Your facility nas bean opproved with flesdtie
concantration Emifs. which means Cudord con approve funding above this
concentraticn, sublect to sotisfocton review. The following debtors haove
been reviewed and approved alteady with higher concenfration lirits:

I Arfwrop Phy Lid (25%) ar $250,000
i, Unhlersal Fictures (25%) or 5400,000

4. Onsite Fladd Review 1o be conducted to Oxfond's salislaction

5. CBA to releass charge number 1710457 over Sparfacts Ply Uid in ful vio
ASIC FORM 312 prior to o ot setlement,

¢é. Standard letier from CBA acknewsedging our position and confiming that
all future receipts will be forwarded to Oxford,

7. Sparfocts Py Ltd to provide Ouford with “view only’ oocess fo Spar Toals,

8. walt Dienay senice ogreement, clouse 10 fo be amended to ensure
assignment of Involcas can ba perfactad,

This offer Is subject fo the follkndng post-settfement conditions:

1. The manthly provision of:
o, Aged Debtors ond Aged Creditors Listings
b. Creditors Postion Report and Overdue Debt Report (lemplates
provided)
c. Management Accounis - fo include a Balaonce Sheet and Profit & Lo
Acocount,

2, Daily bonk statements to b provided to Ouxford for the first three months,
thereafter monthily,

3. Owford will requine sight and satisfoction of ony new contracts entered Into
with debloms. If they ore not executed on Sparfoct Pty Lid's standard
frading ogreement.

ACCEPTANCE;

In arder fo proceed, please sign the duglicare of this lefter and refum o my offce. If
you prefer, the dgned letter moy be faxed fo me on 1800 850 510.

Weo are pleased 1o leave this offer open for occeplonce for a pelod of seven (7)
days from the date of this letter, We trust this offer is occeptable ond lock forward to
a long and mutually beneficial ralationship. If you hove any queries, please do not
hesitate to contoct me direct on 0400 319 419,

The Information in this latter b confidential to Oxford, The custormer shall keep this
letter and the Information cantoined In It confidantial and shall not disclose it 1o any
other person without Oxford's express consent (unless compalad by low),




FPage d

Yours sincarety

i‘“_k Aima <4

Julie Cormar
MNaotional Sales & Maketing Manager

Acknowledgamant of the terms ond condifions of this offer:

............... ypj’m . Director & [ &5 2011
Signed for L1|}1 on behalf of Sparfocts Py Lid




OXFORD FUNDING PTY LTD
ACN 065 663 176
ABN 72 065 663 176

-- and --

Sparfacts Pty Ltd
ACN 119 057 653
ABN 95 119 057 653

GENERAL BUSINESS
FACTORING AGREEMENT
CONFIDENTIAL

Chulord Puading Pry 1udS Tamme: MO
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GRFA-G

DATE OF THIS AGREEMENT : Do nesd cele
BETWEEN: OXFORD FUNDING PTY LTD ACN 065 663 176 ABN 72 065 463 176

i1

2

33

34

35

4.

of Level 3, 110 Harhour Esplanade, Docklands Vie 3008 of the one part {"us")

AND THE COMPANY set out in Part | of the Details of the other past {"you™).

F KEY WORDS A P

Key Words and Expressions
There are words and expressions in this Agreement and the Tenms and Conditions which are printed
in ilalics because they have a special meaning and are explained in clause 20 of the Terms and
Condlitians to this Agresment.

CEKGROUND TO THI GREEMENT
In the course of your business you sell goods andfor provide services to your eusfonters on credit,

You have requested ws from time to time to purchase from you all yerr dght title and interest in and o
some or all of the Debrs owed by yaur cistomers,

Wi have agreed 1o purchase yonr existing Delus andfor yowr future Oebis on the terms sel out in this
Agresmieni.

It 5= a condition of this Agresment that during its term you may not offer to sell any of your Delis or
future Debts o any other person, firm or corporation.

SALE OF DER

IF you wish to sell any of youer Debis o wr you must submit 1o us a Schedule for thase Debrs topether
with originals andfor all copies of your inveices issued to your cusiomers in respect of the Debes and
any other information in respect of the Delus we may request. Yon must offer to sell us, no less than
once each calendar month all Defrs in respect of all of those of your customers whose Debes vou have
previously offered 1o sell 1o ns under this Agreement,

The offer must be submitted to s in writing and must include the Schedule relating 1o the Debis
offered together with originals andfor all copies of your invoices issued o your custonters in respect
of the Debis together with al] furiber information in respect of te Debis we may request,

Wi have ahsolute discretion to nccept or refuse all the Deles included in any of vewr offers or to
accepl some Debis in any particular offer and refuse others.

IF wr decide to accept an offer made by vew we will accept vour offer by making an entry to that effect
in the account in your name in owr reconds,

Title to each Deby passes 10 s on onr aceeplance of yewr offer in relation we it, and remains with s,

PROCEDURE FOR PAYMENT — THE DRAWDDWN ACCOUNT

o Finding Pry Lidg® Iamme; MOIG Peige Aaf 11




4.1

43

44

4.3

46

3l

52

53

54

3.5

5.6

57

58

GHFA-G

Each Debr to be purchased from you will be purchased at the Full Face Value of the Debr. The
purchase price will be paid in accordance with clauses 4 and 6.

We will pay you the Advance for cach Delt purchased by ms by crediting that amount in the
Drawdouwn Account.

You may request drawdowns from the Drawdown Acconnt in writing at any time.  Sobject to
clause 4.4 and 4.5, we will pay a drawdown requested by you, by debiting the amount o your
Drawdown Account, and crediting the amount o your bank account specified in Part 3 of the Detenls.

Yewe may only request a drowdown in respect of Eligitde Factored Debis, The eurrent drowings from
the Direnwdlown Account most not exceed the Faciling Livir at any ime. You must repay i the amount
of any excess on demand by us.

You irrevecably authorize nr to apply any credit balance in the Drawdown Accown! 1o pay any money
owing by vou to s ender the Transaction Documenis.

Each payment we receive in respect of a Factored Delbt will be credited to the Drawdown Acconnt,

FEES ANDY CHARGES

Youe st pay us the Activity Fee which will be calculated and will accrue daily and is payable on the
eqrliess of;
(ay  collection by ws of the Debr to which it relates;

(b}  ondemand at any time afier the Recourse Date for that Debt; or
(e} ondemand at any time after an Event af Defaudt has occurmed.,

Yon must pay ws the Administration Fee which will be calcolated by ug and iz payable on purchase
by wx of a Debr subject to o monthly minimem os sel oat in part 14 of the details,

If any Factored Debt remoins unpaid on and from the Recowrse Deate, you agree 10 pay W s the
Service Fee which will be calculated by s daily and is payable monthly or on notice from us 1o
yor. Upen notification, the Senvice Fee is immediately due and payahle by you 10 .

If any Factored Debr remains unpaid on and from the Reconrse Date you agree to pay to us the
Recowrse Fee which will be caleulated by e and is pavable on the Recourse Date.

If yeui offer for sale a ledger of existing Debrs upon commencement of this Agresmen? Yoo must pay
us a Settlement Fee in consideration of the initial purchasz, on the date of the purchase.

If you request an electronic funds transfer of moneys payable by sx to you under this Agreement,
the fee specificd in Pant 7 of the Details shall be immediately payable by you to us.

If you deposit into youwr bank account other than one nominated by us any funds being payment by
yonr ciistover for a Facrored Debr then you must immediately pay ns the Misbanking Fee,

If this Agreemens is terminzted during the periods specified in Part 8 of the Defails whether by you
or by us; or

you offer any of your Debis for sale to a purchaser other than us;
then the fees specified in Part 8 of the Detaifs are immediaely due and payable by vou 1o us.

Crifprd Fruiding Pry Ld @ Jssue: JOID Pagednf I}




59

510

5.12

5.13

6.1

62

63

6.4

6.3

6.6

71

12

GRFA-G

You must pay us the Barelt Fee which will be calculuted by ns and is payable on purchase by b of
Db,

You must pay ws the Drawdawn Fee which will be ealeulated by ees and is payable on drawdown of
the Advance.

You must pay us the Mininwm Fee which will be caleulated by ws on each anniversary of this
Agreement and is payable on demand by as,

You must pay us the Field Review Fee which will be notified by ws to you and s payable on
demand.

You must alzo pay te ur all other fees, charges, expensas, taxes and costs otherwise set out in the
Terms and Conditions (Version 6).

RESERVE A

We will pay the Reserve Amount for each Delr purchased by ws by crediting that amount in the
Reserve Account,

We will debit the Reserve Accownt with all fees charges and other moneys payable by you to ns under
this Agresmeni.

The total amount credited 1o the Reserve Aecowr must not be less than the Reserve Antonnt for
etrrent drawings ot all times. You must repay 1es the amount of any deficiency on demand by as.

Subject to clause 6.5, we will caleulate and pay 10 vorr the Cash ReserverReserve Release on the date
specified in Part 10 of the Deveils,

The Cash Reserve/Reserve Release may at our absolute discretion be applied at any time and without
notice to you in sccordance with the Terms and Conditions. We are not obliged to pay you the Cash
ReservefReserve Release if any Evenr of Defoult has occurred.

Upon termination of this Agreement we will pay vou the Cash Reserve/Reserve Release provided all
monies payable or to become payable in the future by you to us under any Transaction Document
have been paid in full.

WHAT HAPPENS IF A CUSTOMER FAILS TO PAY A FACTORED DEBT

Without limiting your other obligations under the Termns and Conditions you agree that you will pay to
ns the Full Face Value of any Facrored Debr less any money received by e in respect of it without
the need for any demand from ns if

1.1.1 any Factored Debt remains unpaid or has not been paid to us wholly or partly on the Recourse
Daie;

7.1.2 Any Factored Debr is uncollectible, or contains any mistake or error on the face of its
invoice al any time; or

7.1.3 any wamnly or undertaking given in respect of any Factered Debir is or becomes antre or
misleading.

If any money is payable under clouse 7.1, we may dedoct the Chargeback from the Reserve Acconnt

or the Drawdoun Accannr at our option.

Cfeord Funatag Fry Laf Prrse: MO Page Sof i}
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10.1

0.2

103

10.4

GRFA-G
WHAT SEC M Ol GIVE US

You agree that for the purpose of securing your cbligations to us under this Agreement you will
ensure that the Seceities are granted 1o us.

GENERAL: WHAT IF YOU ARE A TRUSTEE

If your enter into this Agreement as the tmsiee of a trust including any trust referred to in Part | of the
Depails {whether or not that fact is known to s} you are liable both personally and in your capacity as
trusbes; and

wirrant 1o ws that you enter into this Agreement and the transactions contemplated by it both in your
own right and in your capacity as trustez of that tmst pursuant to the deed creating that trust as
amended from time to fime and with the intention of binding any successor o you as such trustes,

O1R STANDARD TERMS AND CONDITIONS APPLY

You acknowledge that cur agreement to purchase your Debts shall be sobject to cur Terms and
Conditions and you acknowledge that a copy of such Termr and Conditions (Version 6) has been
provided to you and read by you prior to the entering into of this Agreement.

This Agreement, incorporating the Details and the Terms and Conditians (Version 6), constitutes the
entire agreement between you and oy with respect o the subject matter of this Agreement and
supersedes any and all promises, represeniations and agreements whether written or ol made by us
1D yote OF Your agents or representatives,

Sub clauzes 2.1 and 2.2 of the Terms and Condirions will only apply as follows:

10.3.1 We may serve o notice on vor under this clause (“Motification Notice™) in relation to all or
some of your Factored Debixs as set out in the Notification Motice.

1032 We will not serve a Notification Notice on o until:
() unevenr of defandr occurs; or

() we form the view in our absolute discretion, that you are not diligenily pursuing the
collection of Facrored Debes set out in the Notification Motice, or collection of the
Factored Debis is at risk.

1033 Subclauses 2.1 and 2.2 of the Terms and Conditions will apply to:

{a) the Factored Defirs set out in the Notification Nofice immediately on and from service
on you of the Natificaton Matice; and

(b} all Factored Debis immediately upon the appointment of a liguidator, provisional
liguidator, voluntary administrator, deed administrator or controller (as defined in the
Corporations Act), or the misbanking of any Faciored Debis, whether or not o
Motification Notice has been served,

Until sub clauses 2.1 and 2.2 of the Termy amd Conditions apply, veu may collect Facrored Debis in
your own name provided that you must bank the eolleetions in accordance with cuer direction at all
times.

Oxford Fundiag Pry Led i Toswes |10 Page Gl




GEFA-G

DETAILS
1 “Yyour
L], N Spariacts iy Ltd
1.2 ACN 119 057 653
1.3 ABN 95119057653
1.4 Address _ 35 Gordon Avenue
_GEELONG WEST 3218
1.5 State of Incorporation: vic
1.6 Trust Details (if relevant)
Name of Truost:
Settlor:
Drate of Trust:
. SCHEDULE OF DEBTS
As provided 1o us by you from time to lime,
i BANK ACCOUNT Tremoe S fhern g
£ | Account Name
32  BSENo.
33 Account No.
34 Bank Mame
4, ACTIVITY FEE - See clause 5.1
The Acrivity Fee on the Daily Drawdown Balance shall be calculated by using the Bandigo Bank's
Debtor Finance Indicator Rate, plus a margin of 1.7%p.a., plus a further 6% oa the amount the
Duily Drown Down Balance exceeds the available funds in the Drawdewn Aceount
5 SERVICE FEE - See clause 5.3
Wil
6. SETTLEMENT FEE
0% plus GST of the total sum of all Debrs purchased by s prior 1o the first payment of moneys
pursuant (o this Agreement.
. ELECTRONIC FUNDS TRANSFER FEE
$75 plus GST per cach same day electronic funds transfer.
igfeedd Famding Fry Ligdd Pasae: 1OND Page Tol 11
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£3

2
(a)

(b}

()

(d}

10.

1L

iz

121

122

12.2

GOFA-G
TERMINATION FEE

If such event occurs before the expiration of 6 months from the date of this Agreement the sum of

30,000,

If such event occurs after 6 months but before the expiration of 12 months from e date of this
Agreement the sum of $30,000.

If such event occurs after 12 months but before the expiration of 18 months from the date of this
Agreement the sum of 50,

RESERVE AMOUNT

20% of the Full Face Valie of all Debis purchased by ns under this Agreemenr, vnless specified
otherwise for Debis or classes of Delfry below,

in respect of Debis owing by [customer] [WAA]% of the Full Face Valie of Debts owed by that
custemmer which are purchased by ws under this Agresment.

after o Notice has issued under clause 14 of the Terns and Conditions, the amount we delermine in
onir absolute discretion to adequately secure the amount you owe s under this A gresment, reflecting
amaong other things, the additional risk following an Evernr of Defaulr,

in respect of any particular Debts, the amount we determing in aur absolute discretion to adequately
reflect the credit risk of that Debr.

PAYMENTS FROM RESERVE ACCOUNT = see clause 6.4

Subject w our rights under clause 8.5 of this Agreement, retention funds will be availshle for
drawdewn one business day following the receipt of cleared funds by us,

RECOURSE DATE

In respect of each Debe, 90 doys following the date we purchase the Debt from you, o such eardier
date that we are required 1o recourse all or part of the Factored Dapy,

SECURITIES

Confidential Factoring agreement between Oxford Funding Pty Ltd and:

* Sparfacts Piy Lid ACN 119 057 653 ABN 95 119 057 653 of 35 Gordon Avenue, Geelong
West VIC 3218

First ranking Deed of Charge over your entire assets and undertaking,

= Sparfacts Pty Lid ACN 119 057 653 ABN 95 119 057 653 of 35 Gordon Avenue, Geelong
West VIC 3218

Deed of Guarantee exccuted by:
*  Gavin James Brown of 3380 Toorak Read, South Yama, VIC 3141
*  Lyrda Cathryn Chapman of 3/380 Toorak Road, South Yarra, VIC 3141

Oxford Famding Pry Laddy frewe: JOND Page Baf 11




13,

14.

15.

16.

17.

fa)
()

18.

149

2.

{a)

GEFA-G
»  GBA Contribution Piy Lid ACM 118 377 914 ABN 57 118 377 914 of 35 Gosdon Avenue,
Geelong West VIC 3218
= Browcha Pty Lid ACN 121 137 737 ABN 13 121 137 737 of 35 Gondon Avenue, Geelong
West VIC 3218

«  Gavin Brown & Associates Py Lid ACN 076 076 858 of 35 Gordon Avenve, Geelong West
WIC 3218

# Chapown Fry Ltd ACN 151 837 642 of 35 Gordon Avenue, Geelong West VIC 3218
MISBANKING FEE
104 plus GST of the Full Face Valve of the Facrared Dealbe,

ADMINISTRATION FEE — see clause 5.2

0.25% plus GST of the Full Face Valwe of the Delys and Credit Notes purchased by us under this
Agreement subject 10 a monthly minimum of $1,250,

BATCH FEE - see clause 5.90

0% plus GST for each Schedule of Debis offered 1o us for purchase [in excess of O per calendar
month.]

DREAWDOWN FEE - sce cluuse 5.10

1% plus GST for each drawdown of the Advance [in excess of 8 per calendar month.]

MINIMUM FEE - see clause 5.11
The difference between:
0 and

the total of the Activity Fee, Administration Fee, Service Fee and Recourse Fee payable during each
year ending on each anniversary of this Agreement,]

FIELD REVIEW FEE - see clause 5,12
$0 plus GST for each field review we conduct on your books,

FACILITY LIMIT - see clavse 4.4
§1,200,000.

RECOURSE FEE - see clause 5.4

0% plus GST of the Full Face Value of the amount outstanding of any Faciored Debr on the
Reconrse Date for that Facrored Dels,

ADVANCE

80% of the Full Face Valwe of all Debis purchased by ns under this Agreenent, unless specified
otherwise for Debis or classes of Debes below,

efoord Funding Fry Lod & Laaur: NG Page $off 1}




GRFA-G

(b} in respect of Debis owing by [costomer] [NA]% of the Full Face Valie of Debts owed by tha
custoner which are purchased by ws under this Agreement.

(c) after a Motice has issued under clause 14 of the Terms and Conditions the amount we determine in
our uhsolute discretion which is not required by os as the Reserve Amotont Tor that Deby,

22 INELIGIBLE FACTORED DEBTS - see clause 4.4

Factored Debis will be excluded from eligibility where they are:

(a)
(b}

(<)

(d)

()
)
(g
)
(i)
)
x
i)

unpaid ot & time which iz 0 days after the date of the invoice for that Faciored Debr: or

owed by a Customer that owes mors than 200% of all Faciered Debis owed to you [or us)
unless otherwise varied by us at our abzolute discretion; o

owed by & Cestomer in respect of whom we have not conducted a credit rating within 12
months or where onr credit rating for that Cusiomer is unacceptahle i us in owr shsolote
discretion; or

owed by 2 Cusfomer whose Debis we have not previously considered to be Elipible Factored
Diebis: or

owed by & person or company that is related to you or any giarantor; or

not aristng from an arms length commereial transsction in yonr ordinary course of business; or
subject to any set-off or counter claim, or likely to be in our judgment; or

based on a progress claim; o

no: based on a bona fide ransaction for goods supplied or services rendered or a combination
of those; or

not owed in Australian dollars, and by a Customer who conducts business in Australia; or
subject io any claim or interest by any third party; or
based on any claim for delivery, interest, installation costs or the like; or

unless we agree 10 include all or par of the Factored Debr as eligible for drawdown in our absols
discretion.,
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AGREEMENT SIGNATURES

1. YO

Executed for and on behalf of
Sparfacts Pty Ltd

ACN 119057 653 ABN 95 119 057 653
By Authority of the Directors:

Signature of Gavin James Brown
Director

Signature of Lynda Cathryn Chapman

GRFA-G

Director f Secretary
A us
Execuied by Oxford Funding Piy Limited ACMN 065 b
663 |76 by being signed by its Attorneys ]

}

)

]

¥
wha cerlily that they are the i

]

I S ——
aid Y Adiomey -
being authorised Officers of the Company under Power of &
Aimorney dated 8 April 2005 (a certified copy of which is
filed in Permanent Order Book No. 277, Page 22, liem 21}
in the presence of:-

Witness Full Fam..... ..o s e
fvrd Fumding Fry Lrd@ Foame: [OF0
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OXFORD FUNDING PTY LTD
ACN 065 663 176
ABN 72 065 663 176

STANDARD TERMS
&
CONDITIONS

(Version 6)
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STANDARD TERMS AND CONIMTIONS (Version 6)

I. COSTS THER AM
1.1 You must pay us:
LLY  all fees, charges, bank charges and other expenses incurred by us under or specified in

.14

(2}
&)

this Agreement or incidental to it or in connection with any transactions contemplated

by it;

all stamp duty, tax and other government or semi-govemment charges payable in respect
of the Transaction Documents or any transactions entered into under them:

all costs and charges (including legal fees on the higher of 2 soliciioriown client hasis
and & full indemnity basis) incurred by ws in negotiation, preperation, execution,
stamping and {where necessary) registration of the Transaction Doctmnents:

all costs and charges {including legal fees on the higher of a solicitoriown client basis
and a full indemnity basis) incurred by us:

where an Evenr or Dajanlt has occurred under any Transacrion Doctenent: or

in preserving or protecting our position or enforcing or attempting to
enforce all or any of eur rights under any Transaction Document;
including the costs of ewr agents, consultants or contractors as we
reasonably determine and including such time spent by our andfor our
agents’ employees at the rate from time 1o time applisd 1o oxr andfor our
agents’ employees as stipulated by us from time to time, but if not
otherwise stipulated, at the following rates:

Managing Director and Chief Executive Officer or any person
performing some or all of the functions of any of those positions - at
5380 plus GST per hour;

National Sales Manager and Chief Operations Officer or any person
performing some or all of the functions of any of those positions - at
5292 plus GST per hour;

Operations Manager, Credit Manager, Technology Manager and Sales Manager
or any person performing some or all of the functions of any of those positions -
at $264 plus GST per hour;

Facloring Coordinator or any person performing some or all of the functions of
any of those positions — at $171 plus GST per hour;

Personal Assistant or any person performing some or all of the functions of any
of those pozitions - at $127 plus GST per hour;

Credit Officer, Operations Stafl or any person performing some or all of the
fanctions of any of those positions - at $105 plus GST per hour;

Office Assistant or any person performing some or all of the functions of any of
those positions - at $88 plus GST per hour.

1.2 Yeou must promptly comply with all of our requests and those of our lawyers in connection with
any payments required in respect of the charges in cliuse 1.1

1.3 Yeur indemnily us against any liability resulting from delay or failure io pay any of the charges in
clause 1.1,

1.4 Unless otherwise specified in the Transaciion Decioments all costs charges and other payments
due to us are payable on demand,

Oford Fusding Pry Lid®
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STANDARD TERMS AND CONDITIONS (Version 6}

L5

13

24

You must pay ws the Security felease Fee upon release or discharge of any one or more secirities,
if at the time of release of the security, in cur view, there ig a risk that yor are or mxy become
liable to us in the future under this Agreement or any Traesmeiion Dactement,

You must pay ps the sum of $35.00 plus GST for each new Chstemer whose Dalrs vor offer to
s2ll to ns after the initial sale of Debts to us under this Agreemenr, plus any costs we incur in
assessing the credit risk of the Customer, whether or not we aceept vour offer in relation 1o that
Custowner,

[l we agree in onr absolule discretion, following vewr request, W release any part of the Cash
Reserve/ Reserve Release where there are insufficient funds available in the Reserve Accotrar, o
atherwise prior to the date set oot in Part 10 of the Details, yow must pay ws the greater of:

1.7.1 F200.00 plus GST; or
1.7.2 1.0% of the funds to be made available plus GST.

GENERAL OBLIGATIONS

Fou must not do anything that would prevent any Factored Debts being paid to ws by veour
cuestomers. In particular yeoer sholl not ask or require your customers 1o pay Foerored Debis 1o any
person other than ourselves unless sve direct vou in writing 1o do so.

You shall requine your cistomers (o pay Factoved Defs directly to ss by the placing of a notice to
such effect in the form annexed as Schedule A to these Terms and Conditions on each invoice,

Any payment received by you in respect of o Factored Delu is received by yonr on trust Tor ws and
yor st deliver it to us in onginal form or bank it as we direct whether or not, in the case of
cheques, drafis or nodes, it may, in addition © the payment of the Debr include an additional
amount. IF made payable 1 yon it must be endorsed by yen (o ws or as we direct, provided that if
you are not in defaull of the terms of this Agreennemy we shall reimburse 10 you any amount
received by us not in respect of Factored Debis.

Whenever we request you 1o do so you shall execute a legal assignment to oy of any Factored
Diehits and give your cusiomers written notice of such assignment.

YOUR WARRANTIES AND UNDERTAKINGS AS TD FACTORED DEBTS

Yene warrant to us in relation to each Debt you offer 1o us that {except as disclosed in writing Lo ws
at the time of offering the Debi):

RN the Dbt is fully valid and enforceable for the Full Fice Volue free of any cross
claims, set offs, charges, discounts or any other rights whatsoever;

312 the Debi was incurred in the ordinary course of your customer’s business on vour
standard terms of trade as disclosed to s and that the terms provide for payment in
Australia in Australian dollars;

313 your customers have not and will not during the term of the Fecrored Delt have or
claim any set off or other claim by way of cross action against yon or dispute their
linbility to pay the Delr on any ground whatsosver;

314 vou have mvestigated the financial status and credit of each of yoer customers and
are satisfied that each cusiovner is able o pay the relevant Debr before the due date;

3135 you are not aware of any matter in relation to any of your customers that may affect
otirdecision 1o purchase that cusfomer's Debis;

3lb you have disclosed to uy any fact or matter yon know or ought to know would
influence owr decision whether or not o accept any offer your make 10 js;

307 yorr have full power 1o sell the legal and equitable title to each Debr and that veu will

transfer each Debr vo us free from any thind party riglts whalsoever,

Ofare Funeheeg Pr Lol Feame 09012 Page 3af 14




STANDARD TERMS AND CONDITIONS (Version &)

32

33

118 no Factored Debe is owed by an Associate or Related Company or person of yeaures;
and
319 no supplier t you is entitled to or claims any interest in respect of any Factored Debr

under any retention of title or similar provisions.

You undertake to us in relation o each Debr your offer s that (except 25 disclosed in writing to us
at the time of offering the Debi):

32 you shall duly and promptly perform and observe all the terms of the agreement
giving rise 1o the Debt and do everything necessary o ensure that the Debr is
recoverable by notion at law;

you will not make any arrangements with your customers to compromise, set off or
discharge any Defir;

323 you shall not muke any arrangements far or accepe the return of any goods without
ouer consent in writing where the sale of those goods gave rise 1o a Factored Debe:

324 you will not issue a credit note in relation w a Ficiored Debt without proper canze,
Any credit note issued by you will be promptly notified ta ws. Your will deliver any
credit note and any other information in relation to it 1o us before issuing it if we
require vew: 10 do so. We shall have total discretion to deliver such a credit note to
your eustomer but if we deliver it, the delivery shall be without prejudice 1o any
rights we have under this Agreement;

325 you will keep us fully informed of all information conceming dispuies or possible
disputes aboul any Faciored Debr or that may affect the credit wornthiness of any of
your cestovners, and

kX you will do everything necessary 1o validly assign each Debt 1o us.

You shall indemnify us against any Failore by you to fulfill your obligations under this clase and
against any loss arising by reason of any actions whatsoever brought by crstemers ngainst yene in
relation to any agrecment giving rise (o a Factored Deby,

OUR RIGHT OF ENTRY AND INSPECTION

You agree that we (or our nomince) shall be able to enter land or buildings cccupied by you

without notice to inspect and take copies of any documents relating in any way to any Facrored
Diebrs.

LIMITA RIG NY SALE OF G R OTHER
AGREEMENTS
Subject to clause 3.2.4 you agree that yon will not rescind, cancel or vary ny sale of poods or

other agreement between a customer and you which gave nise 10 a Factored Debr, without our
express consent in writing.

LIMITATI YOUR RIGHTS TO Iy WITH DERTS

Subject to clavse 3.2.4 you agree Uit yon will not assign, charge or otherwise encamber any of
your Debis or enter into any wiher agreement for factoring or discounting them witheut e prioe
wrillen consent.

RESTRICTT OUR PAYMENTS DIRECTORS

Unless you have given ur six months prior notice in writing of your intention to do se, yERE Ay
mod pay, lend or credit your directors any amounts without enr prior written consent olher than the
following:
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STANDARD TERMS AND CONDITIONS {Version 6)

1.1

72

7.3

83
8.4

B3

8.6

directors fees, salaries, expenses or benefits (including superannuation benefits) in whatever form
for nn amount which is no grenter than that disclosed in yewr last balance sheet and profit and loss
aceount before this Agreement;

money payable under any agreement now in force which has been disclosed to us prior to o
exccution of this Agreement and where we have given o prior written approval 1o the paymeant;
and

dividends.

YOUR A

Four maist:

ElL1 give to us all accounts and financial information provided For in this Agreement. The

accounts and information must be prepared in accordance with all accounting
standards in force or recommended by the Australian Society of Accountants and the
Institute of Charered Accountants and kept 5o as to give a troe and fair view of your
[inancial pusition and that of yowr Grows,

512 keep proper books of account comaining entries of all ransactions in relation to your
Group’s business.  Books of account, delivery receipts and all other documents
relating to your Group's business must be kept at your principal place of business and
be open for inspection at all reasonable times by ws or anyone we authorise in
wiling; and

813 appoint an accouniant approved by s to maintain your debtors ledger and such other
accounts as we require if requested to do so by sy in writing,  1F veu do not do so for
whatever reason we shall be entitled 1o appoint an accountant on vour behall, We are
imevocably authorised to pay for such an appointment and any work performed by
the accountant we appoint out of any money due to you under this Agreement.

Yoo must give to ws within 30 Brsiness Daye of the end of each financial vear and half year the
following statements for the next year certified as cormect by at least one of your directors:

821 the estimated consolidated after tax profit of the Group; and
822 the budgets of the Group.

Any material revisions of the statements in clanse 8.2 must be given 10 us within 30 days.

All statements given pursuant to clauses 8.2 and 8.3 must be certified as comect by at least one of
yourr directors.

You must give to us within 180 days of the end of each financial year and half year:

831 a consolidated balance sheet and individoal balance sheets for vou and for each of the
companies in your Grou,
8.5.2 consolidated profit and loss account and detailed audited individual profit and loss

accounts for yor and each of the companies in your Growp; and

B53 an individual reconciliation of profit and loss appropriation accounts together with a
consolidated profit summary for you and each of the companies in your Graup,

Subject 1o clouse 8.7 all accounts referred to in clanse 8.5 must be prepared and audited by an
independent chartered accountant agreed upon in writing between yow and wr. If your and we fail
to agree upon & named accountant within 30 Business Days after a written request by either of yon
or us to the other we shall nominate one.

8.7 If your and each of the companies in yewr Group are a small proprietary company under Section 454(2)

of the Corporations Law we may exemnpt yor from the requirements in clause 8.6 on your request in
wriling (o us. Even il we grant you an exemption you must still supply the accounts reports and other
information referred 1o in Section 292 and 293 of the Corporations Law if
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STANDARD TERMS AND CONDITIONS {Version 6}

Section 292(2) of the Corporations Law applies.

83

9.2

9.3

G4

9.5

0.6

97

0.8

9.0

You must if requested by s give to us management accounts and any other financial information
we require about you of & company in your Group to enable s to make an assessment of yeur
financial position and that of your Gronp, The management accounts and any other information
shall ke for each month or such other perieds as we may from time 1o ime nominate and mogt be
given to us within 30 days of the end of each period,

YOUR AC I LI FOR DEB

You must il requesied by ur keep all proper books and accoumts necestary lo disclese the
following matters 1o wr in relation to Factered Debis at all limes:

.11 the amount;

9132 the terms of payment;

9.1.3 the amounts collected and the time of each collection; and
9.1.4 the balance due by the custanrer,

You agree that if you are requested o keep the aceounts referred to in clause 9.1 and all other
records and documents relaing (o the Factared Debts the accounts will be kept at your expense,
as agent for us and that we may remove them at any time for any period we think [t

Yo must deliver to ws on demand the following documents in reletion to Facrored Delus:

9.3.1 all agreements, custonter invoices, delivery receipts and ledger cards;

9332 all invoices, veuchers and accounts issued by yor;

933 all writing cvidencing the agreement between your and your custonters and customer
receipts for any goods delivered by you; and

234 all other evidence or documents which would be required by us 1o enfiorce the Debt

in 4 court of Jaw or that we may from fime to require.

If you maintain accounts on computer, your obligations include providing to us
copics of all computer software and all other programs and information NECERSARY IO
enable ns to inspect and efficiently use and maintain them,

Yo warrant in relation to the docurnents and information in clause 9.3 that as at the time they are
provided by you (0 us they contein comrect and sufficient details of:

9.4.1 the names and addresses of enstomers who owe you Debrs:

94.2 the goods sold and services rendered to your enstomers by vou and the dates of the
sales or services; and

9.4.3 the amounts payahle by your cusiomers and the terms of such payments.

Without prejudice to o rights under this clause we may permil you to retain any documents

referred to in clause 9.3 for the convenience of yorr business or lend them 1o you for such periods
as we think fit,

If e request you Lo do so you must by the 15th day of each month deliver to us a fll aged debtor
trial balance of all your Delus for the previous monih together with a full reconciliation and any
other information we may reasonably require in relation 1o the Factored Debis.

You shall not deal in your books of aceount or financial statements with any Factored Debt in any
wity that we direct yeu not to do sa,

Where goods are the subject of a sale which gave rise to o Factored Debt and the goods are

returned o you for whatever reason yew shall hold such goods on trust for s and deal with them
in accordance with sur direstions.

IF we direct yor to do so yor must deliver the goods to ur,
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STANDARD TERMS AND CONDITIONS (Version 6)

10.
10.1

102

103

104

114
11.3

YOUR DUTY TO INDEMNIEY US

You must indemnify s and keep ws indemnified against any failure for whatever rezson by a
crstaier o pay the Net lnveice Vale of a Factared Debt by the Repurchase Date.

Without limiting the genesality of your obligations under clagse 10,1 you agree that you will pay
tx the Ner frvoice Valve of any Foctored Dely less any money received by i in respect of it
without the need for any demand from s if:

10.2.1 any Factared Debt remains unpaid or has not been paid to s wholly or partly by the
Repurchase Date,

10.2.2 any warranly given by von about a Factored Debt has been breached whether ot the
time of offering it to i or subseguently;

10.2.3 we think that the Factored Debr is unlikely to be paid in full by the Reperchase Date
Tor thet Dely and we notly ven of teat fact;

10.2.4 the custamer in relation 1o a Facrored Delar;

{a) is an individual and eommits an act of bankruptey as defined in the
Bankruptey Act 1966 (Ceh); or

(b} it a company and any application is filed or an order is made or a
resolution passed for its wanding up or il any meeting 15 called for the
purpose of considering such a resolution;

10.2.5 a receiver, administrator or other controller is appointed for all or pan of the
underiaking or property of the cusroner;

10.2.6 the holder of any morigage charge or encumbrance takes possession of any of the
CHEMNNEr'S assels; or

10.2.7 any execution of other process of a cour or any authonty s levied over the
CHSINIEr'S Property.

Title to any Factored Debr shall remain with ur even if yow have mode 2 payment under clause
10.1 or 10.2 and we shall be entitled to receive the full proceeds from the Facrored Debt subject
only 1o the terms of this Agreement, which procesds will be credited (o your Drawdown Acconns
or your Reserve Accounr at our discoetion.

IF werr issue a cnstoner with a credit note or accept the return of goods in relation to the whole or
any part of a Factored Dely yor must immediately pay 0 as the Full Face Value of the credit
note. Chur rights under this clause are without prejudice to the cbligations imposed on yen under
clause 5 and clavse 6.

WHAT IS THE PERIOD OF OUR AGREEMENT AND HOW CAN [T BE ENDED?

This Apreement shall operate until it is ended by vou or us in a way set out in this Agreement.

Either of veu or wx can end this Agreement for future transactions by giving the other 60 days
prior wrillen notice.

You can end this Agreement without giving 60 days prier written notice if yor pay ws the Shor
MNatice Fee,

We can end this Agreement &t onr option without notice if an Evenr of Defanlt occurs,

An Event of Defaris ocours if;

1151 your breach any obligation under this Agresment;

11.5.2 in o#r Gpinion any warranty yor have mven ws under any Transaction Document is
or becomes incomect;
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STANDARD TERMS AND CONDITIONS (Version 8)

116

12,
12.1

13.
13.1

132

133

14.1

1153 in enr opinion you have not disclosed to ws something known to your that you know
or ought 1o know might influtnce owr decision whether or not @ enter into this
Agrecment;

11.54 yaur or any other person breach any obligation under any of the Collateral Securities;
or

11.5.5 an Event af Defoull specified in any of the Colfareral Securities occurs.

Except as specifically provided the ending of this Agreement does not alfect your obligations
under it prior o it end including without limitation your obligation to pay interest, fees and
charges as provided for in this Agreement and your obligations under clauses % and 10 in respect
of Fecrored Debis.

¥ GATION TO REPUR CTORED DER

If this Agresment is ended for whatever reason you mast repurchase all Factored Debis,
(including any Debis for which you have made a payment under clavse 10) immediately, without
any need for demand from as.

The repurchase price for any Factored Debr shall be iis Full Face Valve less any money
{including any payment) we hive received in relation to ii.

Titke 1o all Factored Debes remains with s antil we have received all money due to as or payable
by you in the future under the Transaction Docunents.

¥ MUST YOUPAY AT NDOF THIS AG M

You agree to pay w5 on demand the Early Termination Fee (if applicable) if this Agresment is
terminated by you or by us for any reason whatsoever,

Unless you give us 60 days prior writien notice of termination, you mwust pay us on demand a Short
Naotice Fee in lieu of such notice calculated as follows:

1321 if less than 30 days written notice is given the sum eguivalent to 5% of the Full Face
Value of all Factored Debes purchased by us from yeu which remain unpadd at the
date you give notice;

1322 if 30 days or more but less than 60 days written notice is given the sum equivalent 1o

3% of the Full Face Value of all Factored Debis purchased by us from you which
remuin unpaid at the date you gave notice.

You agree that the Early Termination Fee and the Shor Notice Fee have been caloulated by we
afer consideration of the foss which we would suffer if this Agreement was terminated early
andfor without the giving of 60 days pricr notice in writing and represent o penuine pre-estimate
of the loss which the termination weuld cause us in such circumstances.

CONVERSION TO NON SELECTIVE FACTORING

We may require you to offer to sell s all your Debis by giving you a notice in writing (“Notice”)
in any of the following circumstances;

14.1.1 if an Event af Defanlt occurs;
i4.1.2 if we form the view that the Securiries are at risk; or
14.1.3 if we form the view that there has been a material adverse change to you o your

business ar the Faciored Debrs.

From service of the Notice, you must offer to sell s all your Debis no less than once each month.
Each Debt must be included in the first offer made after the date the Deby arose.

The provisions of this Agresment apply 1o Dabis purchased by nr after a Motice has been issued
unless specified otherwise,
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STANDARD TERMS AND CONDITIONS (Version 6)

14.4

L5.
3.1

152

153

15.4

15.5

156

16.

16.1

Yo must require veurr customers (o pay directly 1o us;
1441 all Factored Debis unless we specify otherwise in writing; and
1442  after an Evenr of Defandt has occurred, all Foclored Debis

by the placing of a notice (o that effect in the form annexed as Schedule A (o these Terns and
Conditions on each invoice,

OUR DISCRETION TO VARY THIS AGREEMENT

We may give notice of our intention © amend, add 1o or delete any term of this Agreement at any
time by writien notice Lo you.
Without limiting the generality of what we can do under clause 14.1 we can give notice of an:

1521 increase or decrease in the Advance Rate, the Reserve Aot or any [ees or charges
payable under this Agreement; or

1522 impaosition of any additional fees or charges.

Yo must accept or reject any amendments, additions or deletions we propase to make by notice in
writing to iy within seven days of the date of euwr notice to you.

If wvow reject any amendment, addition or deletion your shall be deemed 10 have given ns nolice Lo
terminate this Agreement ander clauss 11.2.

If yoer fil to notify ex within seven days of your acceptance or rejaction of our amendment,
addition or deletion, then we may, without future notice to you desm yorer failure (o be an
aceeptance by vou of the amendment, addition or deletion.

Any amendment, addition or deletion if accepted shall only be applicable to Debis purchased after
the date of e notice 10 von,

YOU MUST APPOINT Y

By this clause you imevocably appoint ny and owr Awthorised Officers or any one or more of them
Jointly and each of them severally to be your true and lawful atiomey. As your attomey we and
oter Atitivarised Qfficers can in your name and on your behalf:

16.1.1 render accounds Lo cusiomers who owe Faciored Delis;

16.1.2 comact or communicate by letter, telephone, electronic mail, or in person any of your
custonters for the purposes of verifying the terms and collacting payment of any
Factored Debt owed by such crestonrer;

16.1.3 demand, commence or defend any sction or olher proceedings in any court for the
recovery or otherwise in relation to any Factored Debr which has not been legally
assigned to us and bring action or proceedings o prosecute or discontinue or becoms
non suit af our absolute discretion;

16.1.4 bring any setion to wind up or bankrupt any custamer;

16.1.5 do everything necessary to prepare and complete formal or legal assignments of any
Facrored Delis (o us or otherwise o perfeet our title 10 a Foclored Debr;

16.1.6 write to any debtors in vewr name to require payment of any Facrored Delis
whenever and in any manner we (hink [

16,17 give in your name and on your behalf notice of the assignment, formal, legal or
equitable of any Factored Deby,

16.1.8 draw, accept and endorse cheques, bills or olher negotiable instruments in relation o
any Factored Debt; and
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STANDARD TERMS AND CONDITIONS (Version 6)

16.2

19,
19.1

192

193

194

20.
0.1

i

203

204

1619 do anything whatsoever necessary to secure perfommance by vou of your obligations
under this Agreement or atherwise in relation to the Faciored Debis,

The power of attorney conferred on us and our Authorised Cificers by this clause shall be
irrevocable as long as yeu remain under any cbligation actual or contingent under this Agreement
despite any lermination or perported termination of the Agreement.

WHAT GOVERNING THIS AGREE T

The proper law for this Agreement is that of the Relevant State and we bath agree o submil o the
jurisdiction of its eourts.

CERTIFICAT
Any cestificate by one of onr Awthorised Offfcers as to any fact or opinion about the Transaction

Documents or any transaction entered into under them shall be prima facie evidence of such facts
OF opinions.

Wal S 0F SET O

If yeu breach this Agreement you shall not be entitled to claim any waiver by ns of your defanlt

unless we give you a certificate in writing signed by an Authorised Officer expressly waiving your
braach,

We shall be entitled to st off any amounts whatsoever you owe us under this Agresment or
otherwise ngninst any sum we owe yoi,

Oher right to set off shall continue despite you going inio liquidation or 3 Receiver being appointed
over the whole or any part of your assets.

All warranties and indemnities given by you to wr are absolue and unconditional in all
circumsiances and shall not be affected by any delay, concession or indulgence on onr part to
exercise any of aur Aghts.

NOTICES

A notice or demand or other communication comtemplated by this Agreement may be given by
yoit of us by prepaid post, facsimile or email wansmission 1o the last known address, facsimile
number of the other or email address or by written notice left at that address,

Such a notice demand or other communication is desmed to be properly given and received:
20.2.1 il by letter on the second Business Day afier the day of posting:

2022 if by facsimile or electronic mail on production of a iransmission confirmation from
the transmitting Facsimile indicating that the facsimile or electronic mail was sent in
its entirety 1o the facsimile number or electronic mail address of the recipient; or

2023 if delivered by hand, cpon delivery;

but il a receipt is not on a Business Dy ot is after 4.00 pm at the place of receipt, it is
deemed to be given and received on the next Business Day.

Where you consist of more than one party service by ns on one of you shall be deemed 1o be
service on all of you,

Any notice or demand to you from is shall be deemed to be properly signed if it is in writing and
signed by one of owr Awthorised Officers.

NO FINANCIAL ADVICE

You acknowledge and agree that we have not provided or held curselves out as providing any
financial advice to you whatsoever and that the responsibility of determining the type and amount
of any facilities yon want is entirely yours.
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STANDARD TERMS AND CONDHTIONS (Version 6)
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ASSIGNMENT

You must not assign vour fighis or obligations under this Agreement without first obtaining our
prior writien consent,

Wi can assign ewer nights and obligations under this Agreement at any time without restriction.
CONSENT

Unless any provision of this Agreement specifies othenwise, any consent required to be given by
us under this Agreement may be given or refused absolutely or subject to any conditions that we
may determing in onr absolule discretion.

TERMS OF THIS AGREEMENT TO PREVAIL

We may from time 1o tme give you willen notice of the lerms on which the facility provided
under this Agreement is (o operate. If there 15 a conflict betwesn such a notice including onr
criginal facility letter and this Agreement the terms and conditions of this Agreement shall prevail
unless we determine otherwise.

TIME FOR PAYMENT

Time is of the essence in relstion 1o any payment [rom vow (o ws under this Agreement.

E I Y PR

¥ou agree that for the purposes of securing your chligations under this Agreement that your will
ensure that the following shall be granted to wes:

26.1.1 the Securities; and

26.1.2 the Guraranrees of the Geuarartors if any specified in Part 6 of the Schedule.

Fou acknowledge that youwr obligations under this Agreement shall be secured by the Callateral
Securities,

THE COLLATERAL AGREEMENTS

This Agreement is collateral to the Collareral Secirries and Transaciion Dacurmienis,

COODS AND SERVICES TAX

All amounts, rates and other payments payable by you under this Agreement are exclusive of any
goods and services tax, broad based consumption tax, value added tax or similar wx ("GET"). If
GET is imposed on any supply made by ur under or in connection with this Agreement (a "taxnble
supply") then you must pay to us an additional amount equal to the GST paid by .

KEY WORDS AND EXPRESSIONS
= Acriviry Fee means the fee set out Part 4 of the Derails;
& Admimisiration Fee means the fee set out in Part 14 of the Degails;

= Advance means the amount caleulated in accordance with the formula set out in Part 21 of the
Deterils;

* Advance Rate means in respect of each Dely purchased by ws, the rate used o calculate the
Advance for that Debr in accordance with Part 21 of the Derails:

*  Agreed fndenmity Periad means the period specified in Part 11 of the Detoils;

* Agreenent means the agreement entered into between you and wr incorporating these Terms
and Conditions by reference and the Schedules and Derails attached to that Agreemeni;

= Asseciate includes an associnle in accordance with Section 11 and Scclion 15 of the
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STANDARD TERMS AND CONDITIONS (Verstou 5)
Corporations Act and includes any related entity within the meaning of Section 9 of the

Corporations Act;

Awthorised Cifficer means any one of o directors, our COMpAny Secretary, any person
employed by s whose title includes the word "manager”, or any other person authorised by s
to sign documents or give notices or communications or certificates including but not limitad
to our solicitors, aceountants ar duly appointed agents and their employees;

= Batch Fee means the fee set out in Part 15 of the Derails:

* Business Day means any day other than a Saturday or Sunday that banks in the capital city of
the Relevam Swte are open for business;

= Cash Reserve/Reserve Release means the amount availoble for payment o you from the
Reserve Aeconm;

® Chargeback means the amount you must pay us in respect of any Factored Delar;
* Collateral Securities means and includes the Guarantees and Securfties:

* Currenr drawings means at any time, the foral mount witich you have drovn down fram the
Drawdewn Account in respecr of Eligible Factored Debts;

*  Cusfosuers means your ciistomers from Gime to time and any person liable te you in respact of
Detris and every one of them;

*  Delis means your book debts from time 1o lime;
= Detaily means the Devails part of the Agreement;

*  Drawdown Account means the account maintained on oter books to show amounts available for
drawdown in respeet of Eligilde Factored Debes;

* Drawdown Fee means the fee set out in Part 16 of the Details:
* Early Termination Fee means the amounts set out in Part 8 of the Details:
*  Heetronic Finds Transfer Fee means the fee set out in Part 7 of the Derails,

* Eligible Faciored Debrs means all Faciored Debis which remain unpaid cxcloding the
Factored Debis in any of the eategories in Pan 22 of the Derails

* Event of Default means any event described as such in these Terms and Condisions or any of
the Transacifon Documents,

* Facility Limit means the amount sct out in Part 19 of the Desails;

* Factored Debts means those of your Debis offered for sale 1o ws and in respect of which we
have nccepted the offer;

*  Ficld Review Fee means the fee specified in Part 19 af the Details;
= Group mens yoir and all companies that are Refated Companies 1o you;

* Guaraniees means the guarantees {if any) specified in Part 12 of the Details and any other
gunrantee from time to time of your obligations under this Agresment;

* Full Face Value in respect of any Debr means the gross amount charged 1w the custamer less
any allowances made or allowabls or which may on the terms of that invoice become
allowable to the customer in respeet of the Debr;

* Minimum Fee means the fee set out in Pant 17 of the Peails;
Related Company means a related body corporate within the meaning of the Corporations Act;

* Relevant State means the state or teritory in which owr office is sitated as specified in Part 1
of the Deteils;

* Recourse Dote means the date set out in Part 11 of the Details,
* Recourse Fee means the fee set out in Part 20 of the Deails;
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STANBM TERMS AND CONDITIONS {Version 6)
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Reserve Accotvn means the account so styled in your name in our recards o which Reserve
Amrounis are credited;

* Reserve Amoant means the amount calculated in accordance with the formula set owt in Part 9
of the Details;

*  Security Release Fee means the amount we determing in ewr discretion which compensates s
for the fsk of early release of any Securiry;

" Securiies means the securities specified in Part 12 of the Detaily and any other security
provided to wr from time to time for the performance by you of your obligations under this
Agreenrent,

# Service Fee means the fez satout in Part 5 of the Deradls:
*  Sertlemernt Fee means the foe set oot in Part 6 of the Demails;
*  Shert Notice Fee means the fee specified i clouse 13.3 of these Terms and Condifions;

= Terms and Conditfens means these our standard terms and conditions applicable (o general
business factoring as at the date of this Agreement,

* Transaction Docuwnents means this Agreernent, any other agreement between wr and the
Collateral Sacurities;

= U5 means Oxlord Funding Pty Ltd ACN 065 663 176, ABN 72 (065 663 176. We, onr and
sumilar paris of speech have corresponding meanings;
*  You means the person referred (o as such on the first page of this Agreement. Your and similar
parts of speech have corresponding meanings.
TATION
In this Agreement unless there is something inconsistent with the context or circumstances:
Words importing any one gender include the other genders;

Words importing persons are deemed to include all bodies and associations, whether corporate or
unincorporated, and vice versa;

Waords (including defined terms) importing the singular include the ploral and vice versa;

The headings in this Agreement ane for convenience and reference only and will not be construed
as affecting the meaning or interpretation of this Agreement;

A reference (o a statute or regulation, or 1o a provision of a statule or regulation, tncludes a

refierence o that stuute, regulation or provision as amended, consolidated, replaced or re-enacted
from time to time;

The obligations imposed and the bencefits confemed under this Agreement on yen and s will be
binding and continue for the benefit of the respective parties and each of their respective
successors in title, legal personal representatives and permilted assigns;

A reference to any party to this Agreement includes that party’s successors in title, legal personal
representatives and permitted assigns;

A relerence 1o dollars and “$° will be taken as referming to amounts in Australian cumrency;

Where a party comprises two or mone persons, all covenants and agreements by that party hinds

such two or more persons jointly and severally unless expressed to be only several;

The interpretation of any covenant clause or word mentioned in this Agrecment shall not be
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STANDARD TERMS AND CONDITIONS (Versian 6)

LU

il

restricted by reference to any other covenant elause or word or by (e position of sueh covenants
clauses or words and in the event of any ambiguity all of the covenants clanses and words shall be
constried in such a way as to widen and nol restrict our powers, rights and remedies under [his
Agrecment;

Wheze the day on or by which anything is to be done under this Agreement is not a Biesiess Dy
such act, matter or thing may be done on the next succeeding day which is & Business Lhay;

Reference in this Agreement to a month shall be a reference to a calendar month.

ANTI-MONEY LAUNDERING AND COUNTER-TERRORISM FINANCING (AMLICTT)

You declare and undertake to the Bank that the payment of monies by vs, or any other
transaclions performed by us in accordance with your instructions, does not and will not breach
any laws in Austrzlia or in any other country.

To comply with our AML/CTF regulatory requirements we will need to obtain identification
informalion to establish your identity (and the identity of ofher persons associated with your
account), We may also do the following:

(2} require you to provids to us or otherwise obtain, any additional information documentation ar

other information;

(b) suspend, block or delay transactions on your account or refuse 1o make a payment or provide

services 1o you. We will ineur ne lability to you il we do so;

{c} report any, or any proposed Lransaction or activity 1o any body authorised to aceept such reports

relating to AMLICTF or any other law.

Unless you have disclosed that you are acting in s trastes cupacity or on behalf of ancther party,
you warrant that you are acting on your own behalf in making an investment.

Schedule A

INVOICE ASSIGNED

THE DEBT SUBJECT TO THIS INVOICE
HAS BEEN ASSIGNED TO

OXFORD FUNDING PTY LTD

ACM 065 663 176 ABN 72065 663 176
LEVEL 3, |30 HARBOUR ESPFLANADE, DOCKLANDS VIC 3008
DIRECT PAYMENT TO OXFORD FUNDING PTY LT
SHALL BE THE ONLY DISCHARGE OF THIS DEBT
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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

National Merchandising Services, LL

NMS Holdings, Inc

51% Owned Subsidiaries

SGRP Meridian (Pty), Ltd.
Owns 51% of CMR-Meridian (Pty) Ltd.

SPARFACTS Australia (Pty), Ltd.

Business Ideas Provider GRUP SRL

SPAR (Shanghai) Marketing Management Company Ltd.
Owns 51% of SPAR DSI Human Resource Company

SPAR TODOPROMO, SAPI, de CV

NDS SPAR Tanitium ve Danismanlik Anonim £

SPAR KROGNOS Marketing Private Limited

Preceptor Marketing Services Private Limited (&g March 2013)

Exhibit 21.1

State/Country of Incorporation

Nevad:

Nevad:

Nova Scotia, Cana
Nova Scotia, Cana
Nevad:

Nevad:

Cayman Islanc
Nevad:

Nevad:

Nevad:

Romani:

Chine

Japal

Chine

Nova Scotia, Cana
New Jerse

Nevad:

Nevad:

Country
South Africe

South Africe
Australic
Romani:

Chine
Chine
Mexica
Turkey
India
India



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

We consent to the use of our report dated AprdQil,3, with respect to the consolidated financialeshents and schedules of SPAR Group
and Subsidiaries for the years ended December@2, &nd 2011 included in its Annual Report on F&K for the year ended December
2012, and to their use (directly or through incogtion by reference), and to the reference to dum Runder the caption "Experts"
applicable), in each of the following: the Regisivn Statement on Form S-8 (No. 33B377) pertaining to the 1995 Stock Option Plar
Registration Statement on Form S-8 (No. 333-534@@aining to the Special Purpose Stock Option Rz Registration Statement Forn8S-
(No. 333-73000) pertaining to the 2001 Employeelsteurchase Plan; the Registration Statement om IS8 (No. 3337£3002) pertaining 1
the 2000 Stock Option Plan; the Registration Statgnon Form S-8 (No. 33B52706) pertaining to the SPAR Group, Inc. 2008ck
Compensation Plan; the Registration Statement om 8 (No. 333£2998) pertaining to the 2001 Consultant Stock Fase Plan of SPA
Group, Inc.; the Registration Statement on Form(8« 333162657) pertaining to the registered offering aasle sf certain shares of comn
stock of SPAR Group, Inc.; and each related PraspeSupplemental Prospectus or Summary Description

/s/ Rehmann Robson

Troy, Michigan
April 1, 2013



Exhibit 23.z
Consent of Independent Registered Public Accountingirm

We consent to the use of our report dated Marcl2QIL3, with respect to the financial statements acddedules of SPA
TODOPROMO, SAPI, de CV, included by SPAR Group,. Jiis ultimate majority shareholder, in the coidated financial statements ¢
schedules of SPAR Group, Inc. and Subsidiariestfelyears ended December 31, 2012 and 2011 incindesiAnnual Report on Form 1K-
for the year ended December 31, 2012, and to tseir(directly or through incorporation by refergnead to the reference to our Firm ur
the caption "Experts" (if applicable), in each bé tfollowing: the Registration Statement on For@ @No. 33307377) pertaining to the 19
Stock Option Plan; the Registration Statement onmF&-8 (No. 3333400) pertaining to the Special Purpose Stock ddpilan; th
Registration Statement Form S-8 (No. 333-730000apEng to the 2001 Employee Stock Purchase PlenRegistration Statement on Form S
8 (No. 333-73002) pertaining to the 2000 Stock @p#lan; the Registration Statement on Form S-8 888-152706) pertaining to the SP,
Group, Inc. 2008 Stock Compensation Plan; the Regisn Statement on Form S-8 (No. 382398) pertaining to the 2001 Consultant S
Purchase Plan of SPAR Group, Inc.; the Registra@imement on Form S-3 (No. 3382657) pertaining to the registered offering aaleé ®
certain shares of common stock of SPAR Group, bowd; each related Prospectus, Supplemental PraspacSummary Description.

/s/ Gossler, Sociedad Civil, Member Crowe Horwath
International
Mexico City, Mexico

March 28, 2013



Exhibit 23.:
Consent of Independent Registered Public Accountingirm

We consent to the use of our report dated Marc043, with respect to the financial statements sstobdules of SGRP Meridian (Pty), L
included by SPAR Group, Inc., its ultimate majorstyareholder, in the consolidated financial statémand schedules of SPAR Group,
and Subsidiaries for the years ended December@P, &nd 2011 included in its Annual Report on F&K for the year ended December
2012, and to their use (directly or through incogtion by reference), and to the reference to dum Funder the caption "Experts"
applicable), in each of the following: the Regisivn Statement on Form S-8 (No. 33B377) pertaining to the 1995 Stock Option Plam
Registration Statement on Form S-8 (No. 333-534@@aining to the Special Purpose Stock Option Rz Registration Statement Forn8S-
(No. 333-73000) pertaining to the 2001 Employeelsteurchase Plan; the Registration Statement om IS8 (No. 3337£3002) pertaining 1
the 2000 Stock Option Plan; the Registration Statégnon Form S-8 (No. 33B52706) pertaining to the SPAR Group, Inc. 2008ck
Compensation Plan; the Registration Statement om 8 (No. 333£2998) pertaining to the 2001 Consultant Stock Fase Plan of SPA
Group, Inc.; the Registration Statement on Form(88 333162657) pertaining to the registered offering aasle sf certain shares of comn
stock of SPAR Group, Inc.; and each related PraapeSupplemental Prospectus or Summary Description

/s/ BDO South Africédnc.

Umhlanga, South Africa
March 28, 2013



Exhibit 23.
Consent of Independent Public Accounting Firm

We consent to the use of our report dated March2283, with respect to the financial statements scltedules of SPAR KROGN(
Marketing Private Limited (formerly known &PAR Solutions Merchandising Private Limidedncluded by SPAR Group, Inc., its ultim
majority shareholder, in the consolidated finansi@tements and schedules of SPAR Group, Inc. abdi@aries for the years ended 2
included in its Annual Report on Form KOfor the year ended December 31, 2011, and to i (directly or through incorporation
reference), and to the reference to our Firm utitkeicaption "Experts” (if applicable), in each loé following: the Registration Statemen
Form S-8 (No. 333-07377) pertaining to the 1995xKOption Plan; the Registration Statement on F8r81(No. 33353400) pertaining to tl
Special Purpose Stock Option Plan; the Registrafitaiement Form S-8 (No. 333000) pertaining to the 2001 Employee Stock Pusg
Plan; the Registration Statement on Form S-8 (188-83002) pertaining to the 2000 Stock Option Ptha;Registration Statement on Form S
8 (No. 333-152706) pertaining to the SPAR Groug, 2008 Stock Compensation Plan; the Registratiate®ent on Form S-8 (No. 333-
72998) pertaining to the 2001 Consultant Stock Rase Plan of SPAR Group, Inc.; the RegistrationeStant on Form S-3 (No. 3352657
pertaining to the registered offering and saleesfain shares of common stock of SPAR Group, b each related Prospectus, Supplem
Prospectus or Summary Description.

/s/ Nitin Mittal and Co.

New Delhi, India
March 28, 2013



Exhibit 31..

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 reportcanm 10K for the year ended December 31, 2012 (this "répaf SPAR Group, In
(the "registrant");

2. Based on my knowledge, this reportsdoet contain any untrue statement of a materel da omit to state a material f.
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect to
period covered by this report;

3. Based on my knowledge, the finandatesnents, and other financial information includedhis report, fairly present in
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this report;

4, The registrant's other certifying offi(s) and | are responsible for establishing araintaining disclosure controls &
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls @modedures, or caused such disclosure controlperaddures to be desigt
under our supervision, to ensure that materialrinédion relating to the registrant, including itsnsolidated subsidiaries, is mi
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control oveaficial reporting, or caused such internal corakar financial reporting to |
designed under our supervision, to provide readeradsurance regarding the reliability of financigborting and the preparation
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of thgisteant's disclosure controls and procedures amdepted in this report ¢
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this report basec
such evaluation; and

(d) Disclosed in this report any changdhie registrant's internal control over finangggborting that occurred duri
the registrant's most recent fiscal quarter (thgisteant's fourth fiscal quarter in the case ofaamual report) that has materii
affected, or is reasonably likely to materiallyeatf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying offi(s) and | have disclosed, based on our moshtresaluation of internal control o\
financial reporting, to the registrant's auditonsl ghe audit committee of the registrant's boardii@ctors (or persons performing the equive
functions):

€) All significant deficiencies and midd weaknesses in the design or operation of ialecontrol over financi
reporting which are reasonably likely to adverseffect the registrant's ability to record, processmmarize and report financ
information; and

(b) Any fraud, whether or not materidlat involves management or other employees who aaignificant role in tk

registrant's internal control over financial repugt

Date: April 1, 2013 /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 reportcanm 10K for the year ended December 31, 2012 (this "répaf SPAR Group, In
(the "registrant");

2. Based on my knowledge, this reportsdoet contain any untrue statement of a materel da omit to state a material f.
necessary to make the statements madgghhof the circumstances under which such statemeere made, not misleading with respect t
period covered by this report;

3. Based on my knowledge, the finandatesnents, and other financial information includedhis report, fairly present in
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this report;

4, The registrant's other certifying offi(s) and | are responsible for establishing araintaining disclosure controls &
procedures (as defined in Exchange Act Rules 18a}khd 15dt5(e)) and internal control over financial repogtifas defined in Exchan
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(a) Designed such disclosure controls @modedures, or caused such disclosure controlperaddures to be desigt
under our supervision, to ensure that materialrinédion relating to the registrant, including itsnsolidated subsidiaries, is mi
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control oveaficial reporting, or caused such internal corakar financial reporting to |
designed under our supervision, to provide readeradsurance regarding the reliability of financigborting and the preparation
financial statements for external purposes in atmuoce with generally accepted accounting princjples

(c) Evaluated the effectiveness of thgisteant's disclosure controls and procedures amdepted in this report ¢
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by this report basec
such evaluation; and

(d) Disclosed in this report any changdhie registrant's internal control over finangggborting that occurred duri
the registrant's most recent fiscal quarter (thgisteant's fourth fiscal quarter in the case ofaamual report) that has materii
affected, or is reasonably likely to materiallyeatf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying offi(s) and | have disclosed, based on our moshtresaluation of internal control o\
financial reporting, to the registrant's auditonsl ghe audit committee of the registrant's boardii@ctors (or persons performing the equive
functions):

€) All significant deficiencies and midd weaknesses in the design or operation of ialecontrol over financi
reporting which are reasonably likely to adverseffect the registrant's ability to record, processmmarize and report financ
information; and

(b) Any fraud, whether or not materidlat involves management or other employees who aaignificant role in tk
registrant's internal control over financial repugt

Date: April 1, 2013 /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 FormKL@r the year ended December 31, 2012 (this "m8paf SPAR Group, Inc. (the "registran
the undersigned hereby certifies that, to his kedgé:

1. The report fully complies with the vdggments of section 13(a) or 15(d) of the Se@sitxchange Act of 1934, as amen
and

2. The information contained in the regairly presents, in all material respects, thmficial condition and results of operati
of the registrant.

/sl Gary S. Raymond

Gary S. Raymond
Chief Executive Officer

Date: April 1, 2013

A signed original of this written statement required by Section 906 has been provided to SPAR Groupnd. and will be retained by
SPAR Group, Inc., and furnished to the Securitiesad Exchange 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 FormKL@r the year ended December 31, 2012 (this "m8paf SPAR Group, Inc. (the "registran
the undersigned hereby certifies that, to his kedgé:

1. The report fully complies with the vdggments of section 13(a) or 15(d) of the Se@sitxchange Act of 1934, as amen
and

2. The information contained in the regairly presents, in all material respects, thmficial condition and results of operati
of the registrant.

/sl James R. Segreto

James R. Segreto
Chief Financial Officer, Treasurer and Secretary

Date: April 1, 2013

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



