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FORWARD LOOKING STATEMENTS

This annual report on Form 10-K contains forward-looking statements which include, but are not limited to,
statements concerning expectations as to our revenues, expenses, and net income, our growth strategies and plans, the
timely development and market acceptance of our products and technologies, the competitive nature of and
anticipated growth in our markets, our ability to achieve cost reductions, the status of evolving technologies and their
growth potential, the adoption of future industry standards, expectations as to our financing and liquidity requirements
and arrangements, the need for additional capital, and other matters that are not historical facts. These forward-looking
statements are based on our current expectations, estimates, and projections about our industry, management’s beliefs,
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and certain assumptions made by it. Words such as “anticipates”, “appears”, “expects”, “intends”, “plans”, “believes, “seeks”,
“estimates”, “may”’, “will” and variations of these words or similar expressions are intended to identify forward-looking
statements. In addition, any statements that refer to expectations, projections, or other characterizations of future

events or circumstances, including any underlying assumptions, are forward-looking statements. These statements,

which are included in accordance with the safe harbor provisions of Section 21E of the Securities Exchange Act of

1934, as amended, are not guarantees of future performance and are subject to risks, uncertainties, and assumptions

that are difficult to predict. Therefore, actual results could differ materially and adversely from those results expressed

in any forward-looking statements, as a result of various factors. Readers are cautioned not to place undue reliance on
forward-looking statements, which are based only upon information available as of the date of this report. We

undertake no obligation to revise or update publicly any forward-looking statements for any reason. Unless the context
indicates otherwise, the terms “Company”, “Corporate”, “CMGO”, “our”, and “we” refer to CMG Holdings Group, Inc. and it
subsidiaries.

ITEM 1: DESCRIPTION OF BUSINESS
THE COMPANY
Our Business

CMG Holdings Group, Inc. was incorporated in Nevada in July 2004 under the name of Pebble Beach Enterprises,
Inc. The Company has operated under the CMG Holdings Group, Inc. name since February 2008.

Overview

CMG Holdings Group, Inc. is a marketing communications holding company focused on the acquisition and operation
of organizations in the alternative advertising, digital media, experiential and interactive marketing, entertainment,
Internet content publication and distribution technology sectors. Our Company was formed by a core group of
executives who have held senior level positions with several of the largest companies in the entertainment and
marketing management industry. Our Company delivers customized marketing solutions at to optimize profitability
by concentrating our resources in those segments of the marketing communications and entertainment industry. Our
Company operates in the sectors of experiential marketing, event marketing, Internet content publication and
distribution software, commercial rights, and talent management.

Experiential marketing includes production and promotion, event designs, sponsorship evaluation, negotiation and
activation, talent buying, show production, stage and set designs, data analysis and management. We also offer
branding and design including graphic, industrial and package designs across traditional and new media and public
relations, social media, media development and relations and interactive marketing platforms to provides our clients
with a custom private digital media networks to design and develop individual broadcasting digital media channels for
our clients’ to sell, promote and enhance their digital media video contents through mobile, online and social mediums.
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Event Management includes marquis hospitality, sponsorships and licensing, broadcast production, and
implementation of events including hospitality services to the most discriminating of clients in sports sectors including
golf, tennis, equine and motor sports pairing corporate sponsors and premier events and leveraging that experience to
ensure our clients receive the highest return on their investment and level of brand exposure. Our Company is
dedicated to pursuing intellectual property rights of entertainment properties and offering these events through
long-term entertainment hospitality packages for corporate sponsors’ and manage and implement on-site operations
and logistical concerns. Our broadcast and production services secures, and negotiates electronic production,
broadcast and syndication opportunities for our clients via network, cable television, radio and digital media.

Internet content publication and distribution software includes the offering of embedded audio navigation and Internet
content publication and distribution software that enables conversion of any media into accessible formats and allows
for real time distribution to end users on any Internet connected device. Our Company also offers a more
comprehensive access to devices, Internet, print, broadcast and other media to all people regardless of their network
connection, device, location, or disabilities. Our solutions include comprehensive E-Learning and E-Commerce
systems, Internet publishing products and services that enable customers to create and deliver highly scalable
web-based applications. We provide technology solutions that facilitate information accessibility via the web, mobile
phones, and other devices for all people, with a special emphasis on those that have physical, learning, or visual
impairment, as well Internet novices such as seniors, non-English readers, and children. Our subsidiary division,
Audioeye Inc. owns the “Method and Apparatus for Website Navigation by the Visually Impaired” and “Method and
System for Audible Website Navigation” patent portfolios which protect the rights to its proprietary technology. Our
Company believes this technology is an indispensable component of the Internet accessibility industry as it exists
today. Our focus is to create more comprehensive access to devices, internet, print, broadcast and other media through
our technology solutions including comprehensive E-Learning and E-Commerce systems that enable interaction
between brands and consumers.
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Commercial Rights includes branding, consulting, endorsement, licensing and sponsorships and sales and marketing.
Our Company creates branding and distributes image marketing tools to strategic outlets to generate premier brand
recognition for our clients. Our consulting focuses on developing high-profile programs utilizing creative solutions to
improve cost-efficiency and increase client revenues. Following the development of the strategy solutions, our
Company oversees implementation of programs to ensure client satisfaction. Our endorsement, licensing and
sponsorship services works with premier corporations regarding contract negotiations for client endorsements, secure
domestic and international licensing opportunities provide implementation and execution services for client
sponsorships. Our marketing services leverage our clients to increase their presence in the global market through
research of business environments and creative solutions to take advantage of given market conditions. Our sales
services include creating commercial rights opportunities, identifying sales targets and strategically selling
commercial rights to maximize client revenues.

Talent Management includes representation of personalities in the entertainment and arts, athletes, literary industries
through a full service representation to enable our clients realize their utmost potential for endorsements, licensing,
contract negotiations, speaking appearances, literary and television image marketing. Our Company represents
athletes and sports personalities’ in team and non-team sports in a full-service approach ensuring individualized
attention and commitment to manage our client’s business opportunities. Our Company manages broadcasters and
actors careers and assists in engineering business opportunities in film, broadcast and television and packaging with
corporate sponsors. Our literary services provides full service representation to authors for publishing in traditional
houses as well as electronic media including television, film, radio and after-market licensing to ensure greatest
possible exposure and to increase client revenues.

Our consolidated marketing service offerings for our clients is specific to their unique needs and our solutions vary
from project-based activities to long-term, fully-integrated campaigns on behalf of our clients in a single region or
operating globally across all major world markets. It is our intention to create a holding company to provide resources,
support and ensure meet our clients’ needs. The company sets company-wide financial objectives and corporate
strategy, directs collaborative inter-agency programs, establishes financial management and operational controls,
guides personnel policy, conducts investor relations and initiates, manages and approves mergers and acquisitions. In
addition, we provide limited centralized functional services that offer operational efficiencies, including accounting
and finance, market information retrieval and analysis, legal services, real estate expertise, travel services, recruitment
aid, employee benefits and executive compensation management. To keep our Company well-positioned, we support
our initiatives to expand high-growth capabilities and build its offerings in key developing markets. When appropriate,
we also develop relationships with companies that are building leading-edge marketing tools that complement our
operating subsidiary and the programs they are developing for clients. In addition, we look for opportunities within
our Company to modernize operations through mergers, strategic alliances and the development of internal programs
that encourage intra-company collaboration.

Market Strategy

We have taken strategic steps to position the Company as a marketing communications company servicing clients in
domestic and international markets. We operate in a marketing landscape that has vastly changed over the last few
years and continues to fragment as clients are presented with complex strategies to improve brand awareness and
increase market share. To achieve our objectives of providing strategic solutions for our clients, we have invested in
companies and talent and have concentrated in high-growth areas to align our capabilities to meet the market demands
of our clients. In order to grow with our clients, we have accelerated our investment in technologies, professional
talent, and training throughout our Company. Our market strategy and offerings can improve our organic revenue
growth and operating income margin, with our ultimate objective to be fully competitive with our industry peer
groups. To increase our revenues and improve our operating margins, we will concentrate on controlling our staff
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expenses in non-revenue producing capacities, controlling real estate expenses such as office rent, reducing the
complexity of our organization and divesting of underperforming business sectors.

Through our wholly-owned subsidiary: XA, The Experiential Agency, Inc. an integrated experiential marketing
services company, we develop, manage and execute sales promotion programs at both national and local levels,
utilizing both online and offline marketing programs. Our programs assist our clients effectively promote their
platforms and services directly to retailers and consumers and are intended to assist in achieving maximum impact and
return on their marketing investment. Our activities reinforce brand awareness, provide incentives to retailers to
motivate consumers to purchase those products, and are designed to meet the needs of our clients by focusing on
communities of consumers who want to engage brands as part of their lifestyles.




Edgar Filing: CMG HOLDINGS GROUP, INC. - Form 10-K

Table of Content
XA, The Experiential Agency, Inc. (“XA”)

XA, The Experiential Agency, Inc. (XA) is CMG’s wholly owned subsidiary engaged in event marketing and
management. Acquired in 2009, XA engages in a diverse range of marketing services, including interactive event
strategy and planning, creative development, public relations, and nontraditional marketing. XA has staged movie and
show premiers, cross country tours, hosted VIP events, staged press stunts, and other types of media events and
services for leading shows, production houses, non-profit agencies and local communities across the United States. In
addition to the physical planning, logistics and event implementation, XA typically takes over responsibility for the
interactive side of the events to increase branding awareness over the Internet.

Key differentiators that provide the Company strong competitive advantage are its long-term presence and is in its
20th year as a successful top tier event marketing agency; outstanding long-term vendor relationships that help deliver
exceptional programs to its clients; vertical integration gives its clients a single-source for all their event marketing
needs, which management believes will require less outsourcing and increased profitability and delivering superior
customer service and creates one-of-a-kind events and programs

XA, The Experiential Agency, Inc. (“XA”) Business Model

Rooted in brand creativity and client partnerships, XA maintains unique client relationships by anticipating client
challenges and providing innovative solutions. The XA business model is taking strategic marketing programs to new
levels of audience experience through alternative advertising and experiential marketing and interactive media
solutions. The XA marketing capabilities enable their clients and audience to “Experience” events compared to just
hearing or seeing their client’s messages through holistic experiences to boost sales and increase brand awareness and
customer affinity.

While XA continues to seek opportunities and win projects from Fortune 100 clients in the larger enterprise segment,
their management team believes that rapid revenue growth opportunities and margin improvements are available in
the comprehensive advisory services of the small to medium enterprise (SME) segment. Typically, the SME segment
tends not to attract the attention of the very large players in the marketing industry as the focus is on multinationals
and other national corporate clients. The SME market has many smaller firms that specialize in only a few aspects of
the event marketing and business communications segments, yet SME’s face equally important challenges in terms of
brand building and content management. By acting as a comprehensive integrated single source for the total marketing
needs of the SME’s, XA has created a niche for itself on a national scale and will replicate the same success strategy
internationally under the Company’s holding company model. Given the fact that brand marketers are demanding a
full service agency for developing and executing integrated marketing campaigns, management believes that XA will
take advantage of the accelerating secular trend of shifts in corporate emphasis toward face-to-face and online event /
promotional marketing versus traditional media driven selling efforts. XA is specifically focused to strategically target
key segments within the event marketing space in order to capture market share in its existing geographic locations as
well as enhance its national and international presence via expansion. XA is positioning itself as the Single Source
Marketing Partner with its unique selling point being the ability to act as a single source for the client’s total marketing
needs. This would encompass the entire spectrum of services associated with marketing, from strategizing and
defining an event portfolio, conceptualization of the event theme and content creation to the final implementation /
management of events. XA will also provide an ultimate client Return on Investment assessment following each
implementation

Through our wholly-owned subsidiary: AudioEye, Inc., a technology company offering Internet content publication
and distribution software includes the offering of embedded audio navigation and Internet content publication and
distribution software that enables conversion of any media into accessible formats and allows for real time distribution
to end users on any Internet connected device.

10
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AudioEye, Inc. (“AE”)

On August 17, 2012 the Company sold its subsidiary Audio Eye, Inc. The Company will retain 15% of
AudioEye, Inc. subject to transfer restrictions in accordance with the Agreement. The Company will distribute to its
shareholders, in the form of a dividend, 5% of the capital stock of AudioEye, Inc.. AudioEye, Inc. has finalized a
Royalty Agreement with the Company to pay to the Company 10% of cash received from income earned, settlements
or judgments directly resulting from, AudioEye Inc’s patent enforcement and licensing strategy. Additionally,
AudioEye, Inc. has finalized a Consulting Services Agreement with the Company whereby the Company will receive
a commission of not less than 7.5% of all revenues received by AudioEye, Inc. after the closing date from all business,
clients or other sources of revenue procured by the Company or its employees, officers or subsidiaries and directed to
AudioEye, Inc. and 10% of net revenues obtained from a third party described in the agreement.

On August 21, 2012, the board of directors of the company declared October 26, 2012 as the record date for the
dividend of 5% of Audio Eye, Inc. stock. The dividend was paid to the shareholders of record as of the close of
business on October 26, 2012 and issued March 22, 2013, when AudioEye completed its registration process and
issued the shares to the Company.

As consideration for the sale, the purchaser repaid $1,075,000 of debt previously owed by CMG to the CMGO
Investors group. As a result of the sale of AudioEye, the net assets of AudioEye and the related accrued interest of
$203,590 were written off during the year ended December 31, 2012. In addition, the Company is currently holding
20% of AudioEye shares with a fair value of $268,750. A gain of $4,339,564 was recorded for the sale of AudioEye
for the year ended December 31, 2012 as follows:

Gain on Sale of Audio Eye, Inc.

Repayment of CMGO Debt $ 1,075,000
Accrued Interest on CMGO Debt 203,590
Shares of AudioEye, Inc. Retained 268,750
Net Assets of AudioEye, Inc. Sold 2,792,224

$ 4,339,564

As a result of the sale of AudioEye, the Company has classified the assets and liabilities of AudioEye, as held for sale
at December 31, 2011 and has segregated its operating results and presented them separately as a discontinued
operations for all periods presented. The results of operations for the year ended December 31, 2012 only reflect
activity of AudioEye up until the finalization of the sale on August 17, 2012.

11
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A summarized operating result for discontinued operations is as follows:

Revenues

Cost of revenues

Depreciation and amortization expense
Operating expenses

Operating Loss

Unrealized gain on marketable securities
Interest Expense
Net Loss from discontinued operations

Summary of asset and liabilities of discontinued operations is as follows:

Cash

Receivables

Receivables - related party
Investments

Property and Equipment

Total assets of discontinued operations

Accounts payable and accrued liabilities
Deferred income

Short term debt

Long term debt

Total liabilities of discontinued operations

7

For the Year Ended
December 31,
2012 2011
$ (95,736) $ (126,884)
198,568 365,788
2,078 13,536
422,339 614,958
527,249 867,398
24,000 6,000
(377) (568,668)

$ 503,626 $ 1,430,066

August 17,

2012

$4,841
47,429
15,250
42,000
7,688
117,208

1,195,622
114,378
24,000
1,351,640
$2,685,640

December
31,2011
$27,425

10,901
13,125
18,000
6,000

75,451

828,407
12,308
72,900
1,245,843
$2,159,458

12
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Sources of Revenue

Our revenues are generated through the execution of marketing and communications programs derived primarily
across the sectors of event management, talent management and commercial rights as well as various media, planning
and execution of other management programs. The majority of our contracts with our clients are negotiated
individually and the terms of engagement with our clients and basis in which we earn fees and commissions will vary
significantly. Contracts with our client are multifaceted arrangements that may include incentive compensation
provisions and may include vendor credits. Our largest clients are corporations where they may arrange for our
services to be provided via locally or nationally across various sectors and across multiple divisions. Similar to larger
marketing communications holdings companies operating in our sector; our revenues are primarily derived from
planning and executing marketing and communications programs in various operating sectors. Most of our client
contracts are individually negotiated where terms of engagements and consideration in which we earn revenues vary
among planning, creation, implementation and executions of marketing and communications programs specific to the
sectors of talent management, event management, and commercial rights. Several of our clients have complex contract
arrangements; therefore we provide services to our clients out of our own offices as well events that we service onsite.
In arranging for such services, we may enter into national or local agreements and estimates are involved in
determining both amount and timing of revenue recognition under these arrangements.

Our fees are calculated to reflect our expertise based on monthly rates as well as mark-up percentages and the relative
overhead expenses to execute services provided to our clients. Clients may seek to include incentive compensation
components for successful execution as part of the total compensation. Commissions earned are based on services
provided and are usually calculated on a percentage over the total revenues generated for our clients. Our revenues can
also be generated when clients pay gross rates before we pay reduced rates; the difference is commissions earned
which is either retained in total or shared with the client depending on the nature of the services agreement. To reduce
risks from non-payments from our clients, we typically pay company generated expenses only after we have received
funds from our clients. Our generated revenues are dependent upon the marketing and communications requirements
of our corporate clients and depend on the terms of the client contract. The revenues for services performed can be
recognized as proportional performance, monthly basis and execution of the completed contracts. Revenues
recognized on a completed contract basis and as customary in the industry, our contracts generally provide for
termination by either party on relatively short notice, usually 90 days.

Competition

In the competitive, highly fragmented marketing and communications industry, our company competes for business
with midsize marketing firms such as Mktg, Inc. as well as large global holding companies such as International
Management Group, Interpublic Group of Companies, Inc., MDC Partners, Inc. and Omnicom. These global holding
companies generally have greater resources than those available us, and such resources may enable them to
aggressively compete with the Company’s marketing communications businesses. We also face competition from
numerous independent agencies that operate in multiple markets and we must compete with these other companies to
maintain existing client relationships and to obtain new clients and assignments. We compete at this level by
providing clients with marketing strategies that are focused on increasing clients’ revenues and profits.

Industry Trends

Historically, event management and talent management have been primary service provided by global holding
companies in the marketing communications industry. However, as clients aim to establish individual and enhanced
relationships with their customers to more accurately measure the effectiveness of their marketing expenditures,
specialized and digital communications services are consuming a growing portion of marketing dollars. This increases
the demand for a broader range of marketing communications services. The mass market audience is giving way to

13
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life-style segments, social events/networks, and online/mobile communities, each segment requiring a different
message and/or different, often non-traditional, channels of communication. Global marketers now seek innovative
strategies, concepts and programs for new opportunities for small to mid-sized communications companies.

Clients

The Company serves clients across the marketing communication industry and may have same clients across various
sectors. Marketing agreements and talent representation for our clients rarely means that the company handles
marketing communications multiple brands, product lines of the client in every geographical location. We have
written contracts with many of our clients and as is customary in the industry, these contracts provide for termination
by either party on relatively short notice. See “Management’s Discussion and Analysis — Executive Overview” for a
further discussion of our arrangements with our clients.

14
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Employees

As of April 15, 2013, the company and its subsidiaries have 18 employees. The personal service character of the
marketing communications sector, the quality of personnel and executive management is crucially important to the
company’s continuing success.

Effect of Environmental Laws

The company believes it is compliance with all regulations concerning the discharge of materials into the
environment, and such regulations have not had a material effect on the capital expenditures or operations of the
company.

Company Organization

The legal office of the Company, is located at 333 Hudson Street, Suite 303, New York 10013 with our corporate
telephone number (646) 688-6381. The Company’s subsidiary, The Experiential Agency, Inc. has main sales and
marketing offices located at 875 North Michigan Avenue, Chicago, IL 60611, 333 Hudson Street, New York NY
10013, 9070.

Available Information

The Company is subject to the informational requirements of the Securities Exchange Act and files reports and other
information with the Securities and Exchange Commission. Such reports and other information filed by the Company
may be inspected and copied at the Securities and Exchange Commission’s Public Reference Room at 100 F Street,
N.E., Washington, D.C. 20549, as well as in the Securities and Exchange Commission’s public reference rooms in
New York, New York and Chicago, Illinois. Please call the Securities and Exchange Commission at 1-800-SEC-0330
for further information on the operation of the Securities and Exchange Commission’s public reference rooms. The
Securities and Exchange Commission also maintains an Internet site that contains reports, proxy statements and other
information about issuers, like us, who file electronically with the Securities and Exchange Commission. The address
of the Securities and Exchange Commission’s web site is http://www.sec.gov. In addition, the Company makes
available free of charge through its Web site, www.ckx.com, its Annual Reports on Form 10-KSB and Form 10-K,
quarterly reports on Form 10-QSB and Form 10-Q, current reports on Form 8-K and amendments to those reports
filed pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably
practicable after such documents are electronically filed with the Securities and Exchange Commission. This reference
to our Internet website does not constitute incorporation by reference in this report of the information contained on or
hyperlinked from our Internet website and such information should not be considered part of this report.

ITEM 1A: RISK FACTORS

Risks Related to Our Business

Our independent registered accounting firm has expressed doubt about our ability to continue as a going concern.
Because we have a working capital deficit and recurring net losses, our independent registered accounting firm

has included in their report for the years ended December 31, 2012, an uncertainty with respect to the Company's

ability to continue as a going concern.

Current economic conditions and the global financial crisis may have an impact on our business and financial
condition in ways that we currently cannot predict

15
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The global economy has experienced a significant contraction, with an unprecedented lack of consumer credit within
the credit markets and the shift away from discretionary spending within the marketing, communications. The
decrease in the economic activity in the United States and in the commercial sectors in which we conduct business
could adversely affect our financial condition and results of operations. Continued tightness within the credit markets,
volatility, instability and economic weakness of our clients marketing budgets and decrease in discretionary consumer
spending associated with our clients business spending may result in a reduction in our revenues.

Business could be adversely affected if it loses key clients and key management

The Company’s loss of one or more significant clients could materially affect results of the Company on a consolidated
basis. Our Management is critically important to ongoing results of the Company because, as in any service business,
success of the Company is mainly dependent upon the leadership of key executives and management. If key

executives were to leave any of our operating divisions, the relationships that the Company has with its clients could
be adversely affected.

16
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Competition for clients in highly competitive industries

The Company operates in a very competitive industry characterized by numerous firms of varying sizes, with no
group of firms having dominant positions in the marketplace. Competitive factors include creative expertise, executive
management’s, personal relationships, quality and reliability of service and expertise in particular niche areas of the
marketplace. In addition, our company’s principal asset is its people, barriers to entry are minimal, and relatively small
firms may be on occasion able to take some portion of a client’s business from a larger competitor. While many of the
Company’s client relationships are long-standing, clients may at times place their marketing services businesses up for
competitive review from time to time, including at times when clients enter into strategic transactions. To the extent
that the Company fails to maintain existing clients or attract new clients, the Company’s business, financial condition
and operating results may be affected in a materially adverse manner.

Ability to generate new business from new and existing clients may be limited

To increase revenues, the Company needs to obtain additional clients, generate demand for additional services from
existing clients and partner with external marketing firms to mutually service as single or multiple of clients. The
company’s ability to generate demand for its services from new clients, additional demand from existing clients partner
with external marketing firms to mutually service as single or multiple of clients is subject to clients’ requirements,
pre-existing vendor relationships, financial condition, strategic plans and internal resources, as well as the quality of
the Company’s employees, services and reputation and the breadth of its services. To the extent the Company cannot
generate new business from new and existing clients due to these limitations; it will limit the Company’s ability to
grow its business and to increase its revenues.

Revenues are susceptible to declines as a result of general adverse economic developments

The marketing communications services industry is cyclical and is subject to the negative effects of economic
downturns. The Company’s marketing services operations are also exposed to the risk of clients changing their
business plans and/or reducing their marketing budgets. As a result, if the U.S. markets and economies continue to
weaken, our businesses, financial condition and gross revenues are likely to be negatively affected may be suspect to
declines from quarter to quarter or from year to year.

Benefits expected from current acquisition or prior acquisitions made in the future may not be realized

The Company’s business strategy includes ongoing efforts to engage in material acquisitions of ownership interests in
entities in the marketing communications services industry. The Company intends to finance these acquisitions by
using any available cash from operations, through incurrence of debt or bridge financing or by issuing equity, which
may have a dilutive impact on its existing shareholders. At any given time the Company may be engaged in a number
of discussions that may result in one or more material acquisitions. These opportunities require confidentiality and
may involve negotiations that require quick responses by the Company. Although there is uncertainty that any of these
discussions will result in definitive agreements or the completion of any transactions, the announcement of any such
transaction may lead to increased volatility in the trading price of its securities.

The success of acquisitions or strategic investments depends on the effective integration of newly acquired businesses
into the Company’s current operations. Such integration is subject to risks and uncertainties, including realization of
anticipated synergies and cost savings, the ability to retain and attract personnel and clients, the diversion of
management’s attention from other business concerns, and undisclosed or potential legal liabilities of the acquired
company. The Company may not realize the strategic and financial benefits that it expects from any of its past
acquisitions, or any future acquisitions.
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Business could be adversely affected if it loses or fails to attract key employees

Our executive management and our employees, including creative, research, media, account and their skills and
relationships with clients, are among the Company’s most critically important assets. An important aspect of the
Company’s competitiveness is its ability to retain key employee and executive management. The compensation for
these key employees is an essential factor in attracting and retaining them and the Company may not offer a level of
compensation sufficient to attract and retain these key employees. If the Company fails to hire and retain a sufficient
number of these key employees, it may not be able to compete effectively.

Business exposed to the risk of client media account defaults
The Company often incurs expenses on behalf of its clients in order to secure a variety of opportunities in exchange
for which it receives a fee. While the Company acts to prevent against default on payment for these services and have

historically had a very low incidence of default, the Company is still exposed to the risk of significant uncollectible
receivables from our clients.

10
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Subject to regulations that could restrict its activities or negatively impact its revenues

Marketing communications businesses are subject to government regulation, both domestic and foreign. There has
been an increasing tendency in the United States on the part of advertisers to resort to litigation and self-regulatory
bodies to challenge comparative advertising on the grounds that the advertising is false and deceptive. Moreover, there
has recently been an expansion of specific rules, prohibitions, media restrictions, labeling disclosures and warning
requirements with respect to advertising for certain products. Representatives within government bodies, both
domestic and foreign, continue to initiate proposals to ban the advertising of specific products and to impose taxes on
or deny deductions for advertising which, if successful, may have an adverse effect on advertising expenditures and
consequently the Company’s revenues.

The results of operations are subject to currency fluctuation risks

Although the Company’s financial results are reported in U.S. dollars, a portion of its revenues and operating costs
may be denominated in currencies other than the US dollar. As a result, fluctuations in the exchange rate between the
U.S. dollar and other currencies, may affect the Company’s financial results and competitive position.

Company directors and executive officers beneficially own a substantial percentage of the Company’s outstanding
common stock, which gives them control over certain major decisions on which stockholders may vote, which may
discourage an acquisition of the Company

In the aggregate, the directors and executive officers as a group collectively own approximately 23% of the Company’s
outstanding shares. The interests of the Company’s management may differ from the interests of other stockholders
and as a result, the Company’s executive management may have the ability to control virtually all corporate actions
requiring stockholder approval, irrespective of how the Company’s other stockholders may vote, including electing or
defeating the election of directors; amending or preventing amendment of the Company’s certificate of incorporation
or bylaws; effecting or preventing a merger, sale of assets or other corporate transaction; and controlling the outcome
of any other matter submitted to the stockholders for vote. The Company’s management’s stock ownership may
discourage a potential acquirer from seeking to acquire shares of the Company’s common stock or otherwise
attempting to obtain control of the Company, which in turn could reduce the Company’s stock price or prevent the
Company’s stockholders from realizing a premium over the Company’s stock price.

Outstanding Indebtedness; Security Interest and Unregistered Sales of Equity Securities

On April 1, 2010, the Company entered into a Note Purchase Agreement with CMGO Investors, LLC, a Delaware
limited liability company, providing for the sale and issuance of (i) $725,000 of its 13% Senior Secured Convertible
Extendible Notes due 2011 and (ii) warrants to purchase 3,625,000 shares of the Company’s Common Stock. The Note
bears interest at a rate of 13% per annum payable quarterly. The entire amount of the Note, together with all accrued
but unpaid interest thereon, is due and payable in full on July 1, 2011; provided that, so long as there is no continuing
Event of Default, the Company may in its sole discretion extend the Maturity Date for a period of three months by
paying an extension fee equal to 5% of the principal amount of the outstanding Notes. In the event of Default on the
Note, the Note shall bear interest at the rate per annum equal to 18%. The Notes rank senior in right of payment with
all indebtedness of the Company, whether currently existing or issued in the future. The Notes are secured by a
security interest in all of the assets of the Company and the Company's subsidiaries pursuant to a Security Agreement
and Subsidiary Guarantee. The Notes are convertible into shares of Common Stock of the Company at any time after
the Maturity Date at an initial conversion price of $0.10 per share. The warrants are exercisable for seven years at an
exercise price of $0.10 per share. The conversion price of the Notes and the exercise price of the warrants will be
adjusted in connection with stock splits, dividends, mergers, reclassifications and similar transactions. In addition, if at
any time the closing market price of the Common Stock is less than the conversion price or exercise price for a period
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of 90 consecutive trading days, then the conversion price or exercise price in effect shall be reduced to the closing
market price of the Common Stock on such 90th trading day; provided that in no event shall the conversion price or
exercise price be reduced to less than $0.07 per share pursuant to this provision. The investors also received certain
registration rights pursuant to a Registration Rights Agreement. In connection with this transaction, the Company paid
the placement agent 10% of the gross proceeds and warrants to purchase 942,500 shares of Common Stock. The sale
of securities discussed above was made solely to accredited investors and was exempt from registration under Section
4(2) and/or Rule 506 of Regulation D of the Securities Act of 1933, as amended.
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On April 23, 2010, the Company entered into a Note Purchase Agreement with CMGO Investors, LLC, a Delaware
limited liability company, providing for the sale and issuance of (i) $125,000 of its 13% Senior Secured Convertible
Extendible Notes due 2011 and (ii) warrants to purchase 625,000 shares of the Company’s Common Stock. The Note
bears interest at a rate of 13% per annum payable quarterly. The entire amount of the Note, together with all accrued
but unpaid interest thereon, is due and payable in full on July 28, 2011; provided that, so long as there is no continuing
Event of Default, the Company may in its sole discretion extend the Maturity Date for a period of three months by
paying an extension fee equal to 5% of the principal amount of the outstanding Notes. In the event of Default on the
Note, the Note shall bear interest at the rate per annum equal to 18%. The Notes rank senior in right of payment with
all indebtedness of the Company, whether currently existing or issued in the future. The Notes are secured by a
security interest in all of the assets of the Company and the Company's subsidiaries pursuant to a Security Agreement
and Subsidiary Guarantee. The Notes are convertible into shares of Common Stock of the Company at any time after
the Maturity Date at an initial conversion price of $0.10 per share. The warrants are exercisable for seven years at an
exercise price of $0.10 per share. The conversion price of the Notes and the exercise price of the warrants will be
adjusted in connection with stock splits, dividends, mergers, reclassifications and similar transactions. In addition, if at
any time the closing market price of the Common Stock is less than the conversion price or exercise price for a period
of 90 consecutive trading days, then the conversion price or exercise price in effect shall be reduced to the closing
market price of the Common Stock on such 90th trading day; provided that in no event shall the conversion price or
exercise price be reduced to less than $0.07 per share pursuant to this provision. The investors also received certain
registration rights pursuant to a Registration Rights Agreement. In connection with this transaction, the Company paid
the placement agent 10% of the gross proceeds and warrants to purchase 162,500 shares of Common Stock. The sale
of securities discussed above was made solely