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ACE MARKETING &

PROMOTIONS, INC.

Condensed Consolidated Balance Sheets

Assets

Current Assets:

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts of $20,000 at June 30,
2012 and December 31, 2011

Prepaid expenses and other current assets

Total Current Assets

Property and Equipment, net

Other Assets
Total Assets

Liabilities and Stockholders' Equity

Current Liabilities:
Accounts payable
Accrued expenses

Total Current Liabilities

Long Term Liability
Note Payable

Commitments and Contingencies

Stockholders' Equity:

Preferred Stock, $.0001 par value; 5,000,000 shares authorized, 470,000 and O shares
issued and outstanding at June 30, 2012 and December 31, 2011 respectively
Common stock, $.0001 par value; 100,000,000 shares authorized; 26,075,388 and
23,284,236 shares issued and outstanding at June 30, 2012 and December 31, 2011,
respectively

Additional paid-in capital

Accumulated deficit

Less: Treasury Stock, at cost, 23,334 shares
Total Stockholders' Equity

June 30,

2012
Unaudited

$508,775
366,611

498,263
1,373,649

810,474

27,501
$2,211,624

$271,454
87,229
358,683

350,000

47

2,608

13,155,949

(11,624,162)

1,534,442
(31,501
1,502,941

December
31,

2011
Audited

$605,563

534,924

342,641
1,483,128

714,864

7,745

$2,205,738

$399,924

121,821
521,745

2,328

10,997,407
(9,284,241)
1,715,494
31,501 )
1,683,993



Edgar Filing: ACE MARKETING & PROMOTIONS INC - Form 10-Q
Total Liabilities and Stockholders' Equity $2,211,624  $2,205,738

See notes to condensed consolidated financial statements.



Edgar Filing: ACE MARKETING & PROMOTIONS INC - Form 10-Q

ACE MARKETING &

PROMOTIONS, INC.

Condensed Consolidated Statements of Operations

Three Months Ended

June 30,

Unaudited

2012 2011
Revenues, net $726,381 $986,433
Cost of Revenues 546,606 812,840
Gross Profit 179,775 173,593
Operating Expenses:
Selling, general and administrative expenses 1,490,249 637,137
Total Operating Expenses 1,490,249 637,137
Loss from Operations (1,310,474 ) (463,544
Other Income (Expense):
Interest expense 414 ) (919
Beneficial Conversion Feature (120,254 )
Interest income 110 144
Loss on abandonment of fixed assets (4,819 )
Total Other Income (Expense) (125,377 ) (775

Net Loss

Net Loss Per Common Share:

Basic $(0.06 ) $(0.02
Weighted Average Common Shares Outstanding:
Basic 24,990,138 18,934,904

See notes to condensed consolidated financial statements.

Six Months Ended
June 30,
Unaudited
2012 2011
$1,243,698 $1,634,202
966,265 1,277,623
277,433 356,579
2,492,088 1,255,253
2,492,088 1,255,253
) (2,214,655) (898,674
) (419 ) (919
(120,254 )
226 268
(4,819 )
) (125,266 ) (651

) $(0.09 ) $(0.05

27,508,227

17,490,700

)

)

)

$(1,435,851) $(464,319 ) $(2,339,921) $(899,325 )

)
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ACE MARKETING &

PROMOTIONS, INC.

Condensed Statement of Stockholders' Equity

Six Months Ended June 30, 2012

Balance, at
December 31,
2011

Stock
Purchase
Stock Grant
Stock
Compensation
Net Loss
Balance, at
March 31,
2012

Stock
Purchase
Stock
Purchase
Preferred
Closing costs
on preferred
issuance
Stock Grant
Stock
Compensation
Beneficial
Conversion
Feature

Net Loss
Balance, at
June 30, 2012

Total Additional Preferred
Stockholders’ Common Stock Paid-in Treasury Stock Stock
Equity Shares Amount Capital (Deficit) Shares Amount Shares  Amount
$1,683,993 23,284,236 $2,328 $10,997,407 $(9,284,241 ) 23,334 $(31,501)

457,610 958,338 109 457,501

121,125 162,873 3 121,122

157,182 157,182
$(904,070 ) $(904,070 )
$1,515,840 24,405,447 $2,440 $11,733,212 $(10,188,311) 23,334 $(31,501) — -
$270,000 900,000 $90 $269,910

470,000 469,953 470,000 $47

(79,500 ) (79,500 )

483,516 769,941 78 483,438

158,682 158,682
120,254 120,254
(1,435,851) $(1,435,851 )

$1,502,941 26,075,388 $2,608 $13,155,949 $(11,624,162) 23,334 $(31,501) 470,000 $47
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See notes to condensed consolidated financial statements.
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ACE MARKETING &

PROMOTIONS, INC.

Condensed Consolidated Statements of Cash Flows

Six Months Ended June 30, 2012 2011
Unaudited  unaudited

Cash Flows from Operating Activities:

Net loss $(2,339,921) $(899,325 )
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization 106,243 44,875
Disposal of assets 4,819 —
Stock-based compensation 920,505 176,861
Beneficial Conversion Feature 120,254

Changes in operating assets and liabilities:
(Increase) decrease in operating assets:

Accounts receivable 168,313 (72,014 )
Prepaid expenses and other assets (170,402 ) (368,346 )
Increase (Decrease) in operating liabilities:

Accounts payable and accrued expenses (163,062 ) 148,110
Total adjustments 986,670 (70,514 )
Net Cash Used in Operating Activities (1,353,251) (969,839 )
Cash Flows from Investing Activities:

Acquisition of property and equipment (206,672 ) (382,389 )
Net Cash (Used) in Provided by Investing Activities (206,672 ) (382,389 )
Cash Flows from Financing Activities:

Proceeds from Loan 265,525 -

Proceeds from issuance of stock 1,197,610 1,314,250
Net Cash Provided by Financing Activities 1,463,135 1,314,250
Net Decrease in Cash and Cash Equivalents (96,788 ) (37978 )
Cash and Cash Equivalents, beginning of period 605,563 763,581
Cash and Cash Equivalents, end of period $508,775 $725,603

Supplemental Information:
Cash paid for interest $419 $919
Cash paid for taxes $- $-

Non-cash transactions:
Financing costs paid from proceeds of notes payable $84,475 $-

11
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See notes to condensed consolidated financial statements.
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE MONTHS AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

NOTE 1: BASIS OF PRESENTATION

The accompanying condensed financial statements and footnotes thereto are unaudited.

The Condensed Balance Sheets as of June 30, 2012 and December 31, 2011, the Condensed Statements of Operations
for the three and six months ended June 30, 2012 and 2011 and the Condensed Statements of Cash Flows for the six
months ended June 30, 2012 and 2011 have been prepared by us without audit, and in accordance with the
requirements of Form 10-Q and, therefore, they do not include all information and footnotes necessary for a fair
presentation of financial position, results of operations, and cash flows in conformity with accounting principles
generally accepted in the United States of America. In our opinion, the accompanying unaudited condensed financial
statements contain all adjustments necessary to present fairly in all material respects our financial position as of June
30, 2012, results of operations for the three and six months ended June 30, 2012 and 2011 and cash flows for the six
months ended June 30, 2012 and 2011. All such adjustments are of a normal recurring nature. The results of
operations and cash flows for the three and six months ended June 30, 2012 are not necessarily indicative of the
results to be expected for the full year. We have evaluated subsequent events through the filing of this Form 10-Q with
the SEC, and determined there have not been any events that have occurred that would require adjustments to our
unaudited Condensed Financial Statements.

The information contained in this report on Form 10-Q should be read in conjunction with our Form 10-K for our
fiscal year ended December 31, 2011.

The preparation of financial statements in conformity with accounting principals generally accepted in the United
States of America (GAAP) requires management to make estimates and assumptions that affect the amounts of assets,
liabilities, revenue, costs and expenses. Actual results could differ from these estimates.

13
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NATURE OF OPERATIONS - Ace Marketing & Promotions, Inc. (the "Company" or "Ace") began as promotional
products company and has since evolved into an Integrated Marketing Solutions Company. Ace currently focuses on
four business verticals; Branding, Interactive, Direct Relationship Marketing and Mobile Marketing. With its
newly developed suite of solutions in place, Ace now offer its clients and potential clients the ability to work smarter
in addressing their marketing needs by leveraging technology platforms. The services and technology platforms
assembled within each business vertical allows Ace to provide its clients with an exceptional mix of solutions for
reaching their customers in ways that were previously impossible. Clients have the ability to choose a single solution
within a vertical or a complete package of solutions working together seamlessly. By offering the entire suite of
solutions, the need for multiple vendors has been eliminated, and Ace can be a single source provider of Branding,
Interactive, Direct Relationship Marketing and Mobile Marketing Solutions.

Within the Branding vertical Ace has the ability to create the actual brand, in addition to providing all the branded
merchandise. This has been the core of the Ace business model since its inception. The current focus within this
vertical is to find new and innovative ways to leverage new technology platforms to drive growth beyond traditional
channels.

14
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

The Interactive vertical deals with any online marketing & branding initiatives. Utilizing the Ace Place Platform (a
proprietary Content Management System); custom websites are created and total control of the site content is given
back to the client. Through the Ace Place platform, a client simply chooses from one of the many web-design
packages and has the ability to change the content on the site without the need for a programmer and the high hourly
fees that go along with them. With this power, their websites become dynamic and powerful marketing vehicles
instead of just an online static ad. For relevant clients, Ace can add an E-Commerce component to their website along
with Email Marketing services to assist in marketing the site. As an additional service, each site can be housed on
Ace’s servers.

The Direct Relationship Marketing vertical creates 1 to 1 relationship marketing Solutions. Ace’s strategy for
delivering successful marketing campaigns utilizes specific databases to personalize messages across a wide array of
integrated delivery mechanisms. Ace has expanded its capabilities beyond direct mail to incorporate variable data
programming technology into web applications, telephony, email, and print. Ace’s Direct Relationship Marketing
solution helps attract new customers and retain exist ones by targeting each identified demographic group through our
various tools to get the intended message across with measured results.

The Company's fourth business vertical is the Mobile Marketing vertical. The Mobile Marketing advertising
medium is set to become the next component of marketing spends as mobile marketing continues to gain more and
more momentum. Technology allows advertisers to target and deliver rich media content to specific locations and
times where it is most relevant. It gives advertisers the ability to reach consumers with their message as they are ready
to make their purchasing decision. Ace Marketing & Promotions subsidiary Mobiquity Networks provides
Location-Based Mobile marketing services via Bluetooth and Wi-Fi that requires no GPS tracking and no need to
download and application.

Mobiquity Networks is a leading location based mobile marketing network in the US. We utilize a targeted,
location-based approach to reach audiences on their personal mobile devices when it matters most. The Company
employs a combination of leading-edge mobile technologies to deliver virtually any digital media content including
images, videos, audio mp3s, maps, games, applications and coupons to mobile phones within targeted geographic
locations. Mobiquity has focused on and built an extensive Location Based Mobile Marketing Mall Network which

15
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gives us access to over 90 million mobile customer visits per month while they are shopping. Our network allows
brands to engage their potential customers with the right offer at the right place at the right time....when they are about
to make a purchasing decision. Mobiquity currently has over 600 zones throughout 75 malls with over 96 million
monthly visits. These zones create a cloud of coverage so that visitors do not need to go directly to one of these

zone access points. Some of our land mark malls include the following: Roosevelt Field — NY, the Galleria-Houston,
Lenox Square -Atlanta,Northbridge-Chicago , Santa Monica Place-LA and Copley Place —Boston.

We have partnered with Blue Bite LLC. (“Blue Bite”), a premier provider of Proximity Marketing hardware and
software solutions, and Eye Corp Pty Ltd., (“EyeCorp”) an out-of-home media company which operates the largest mall
advertising display network in the United States, to roll-out an expansive network which comprises of retail, dining,
transportation, sporting, music, and other high traffic venues.

16
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

Agreement with Simon Property Group, L.P.

In April 2011, we signed an exclusive rights agreement with a Top Mall Developer (the "Simon Property Group") to
create a location-based mobile marketing network called Mobiquity Networks. The 50 mall agreement runs through
December of 2015 and includes top malls in the Simon Mall portfolio. This new alliance will give advertisers the
opportunity to reach millions of mall visitors per month with mobile digital content and offers when they are most
receptive to advertising messages.

In connection with Eye Corp., Mobiquity Networks will deliver digital content and offers to shoppers on their mobile
devices through Eye Corp’s extensive Mall Advertising Network. Eye Corp and Mobiquity Networks have an
exclusive agreement to build a location-based mobile marketing network throughout Eye Corp’s Mall Advertising
network. New properties to be added to the Mobiquity Networks portfolio will include iconic malls in the top DMA’s
(designated market area) in the US. These prestigious malls further complement Mobiquity Networks’ portfolio of
prominent malls including Queens Center Mall in New York City, Northbridge in Chicago, and Santa Monica Place in
Los Angeles.

Ace's Location-Based Mobile advertising medium is designed to reach on-the-go shoppers via their mobile devices
with free rich media content delivered using Bluetooth or Wi-Fi. This advertising medium offers extremely targeted
messaging engineered to engage and influence shoppers as they move about the mall environment. Eye Corp, along
with Ace Marketing, will jointly create mobile marketing programs for existing clients in conjunction with their
already active in mall advertising programs. Mobiquity Networks proximity marketing units will be strategically
positioned in shopping malls near entrances, anchor stores, escalators and other high-traffic, and high dwell-time
areas. Mobiquity Networks proximity marketing unit placement takes advantage of the opportunity to provide a
reminder to consumers and touch them just before making a purchase decision. These units generate high awareness
and brand recognition at the right time and place. When combined with the impact of other visual advertising
mediums (in mall assets) or as a stand-alone medium, Mobiquity Networks is a great mobile solution to promote a
brand on a local or national level.

17
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

NOTE 2: ACCOUNTING PRONOUNCEMENTS

Except for rules and interpretive releases of the SEC under authority of federal securities laws and a limited number of
grandfathered standards, the FASB Accounting Standards Codification™ (“ASC”) is the sole source of authoritative
GAAP literature recognized by the FASB and applicable to the Company. Management has reviewed the
aforementioned rules and releases and believes any effect will not have a material impact on the Company's present or
future financial statements.

NOTE 3: SUMMARY OF SELECTED SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognition - Revenue is recognized when title and risk of loss transfers to the customer and the earnings
process is complete. In general, title passes to our customers upon the customer's receipt of the merchandise. The
Company applies the revenue recognition principles which provides for revenue to be recognized when (i) persuasive
evidence of an arrangement exists, (ii) delivery has been completed, (iii) the customer accepts and verifies receipt, (iv)
collectability is reasonably assured. The Company records all shipping and handling fees billed to customers as
revenues and related costs as cost of goods sold, when incurred.

Estimates - The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Basis of Presentation - In the opinion of management, all adjustments consisting of normal recurring adjustments
necessary for a fair statement of (a) the result of operations for the three and six month periods ended June 30 2012
and 2011; (b) the financial position at June 30, 2012; and (c) cash flows for the six month periods ended June 30, 2012
and 2011, have been made.
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Consolidation - The Company's financial statements includes the accounts and activities of its wholly-owned
subsidiary, Mobiquity Networks, Inc. All inter-company transactions have been eliminated.

10
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

NOTE 4: LOSS PER SHARE

Basic loss per common share is computed by dividing net loss by the weighted average number of shares of common
stock outstanding during the period. Dilutive loss per share gives effect to stock options and warrants, which are
considered to be dilutive common stock equivalents. Basic loss per common share was computed by dividing net loss
by the weighted average number of shares of common stock outstanding. The number of common shares potentially
issuable upon the exercise of certain options and warrants that were excluded from the diluted loss per common share
calculation was approximately 15,830,000 and 14,200,000 because they are anti-dilutive as a result of a net loss for
the three months ended June 30, 2012 and 2011, respectively.

NOTE 5: STOCK COMPENSATION

Compensation costs related to share-based payment transactions, including employee stock options, are recognized in
the financial statements utilizing the straight line method for the cost of these awards.

The Company's results for the three month periods ended June 30, 2012 and 2011 include employee share-based
compensation expense totaling approximately $682,000 and $52,000, respectively. The Company's results for the six
month periods ended June 30, 2012 and 2011 include employee share-based compensation expense totaling
approximately $961,000 and $177,000, respectively. Such amounts have been included in the Condensed
Consolidated Statements of Operations within selling, general and administrative expenses. No income tax benefit has
been recognized in the statement of operations for share-based compensation arrangements due to a history of
operating losses.

The following table summarizes stock-based compensation expense for the three and six months ended June 30, 2012
and 2011:
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Employee stock-based compensation - option grants
Employee stock-based compensation - stock grants
Non-Employee stock-based compensation - option grants
Non-Employee stock-based compensation - stock grants
Non-Employee stock-based compensation-stock warrant
Total

11

Three Months
Ended
June 30,
2012 2011
$112,500 $-
14,789
46,182 31,180
523,721 —
6,369

$682,403 $52,338 $960,710 $176,861

Six Months Ended
June 30,
2012 2011

$238,500 $42,766

14,789
77,364 73,052
644,846 14,365
- 31,889
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

NOTE 6: STOCK OPTION PLAN

During Fiscal 2005, the Company established, and the stockholders approved, an Employee Benefit and Consulting
Services Compensation Plan (the "2005 Plan") for the granting of up to 2,000,000 non-statutory and incentive stock
options and stock awards to directors, officers, consultants and key employees of the Company. On June 9, 2005, the
Board of Directors amended the Plan to increase the number of stock options and awards to be granted under the Plan
to 4,000,000. In October 2009, the Company established and the stockholders approved a 2009 Employee Benefit and
Consulting Services Compensation Plan (the "2009 Plan") for granting up to 4,000,000 non-statutory and incentive
stock options and awards to directors, officers, consultants and employees of the Company. (The 2005 Plan and the
2005 Plan are collectively referred to as the "Plans".)

All stock options under the Plans are granted at or above the fair market value of the common stock at the grant date.
Employee and non-employee stock options vest over varying periods and generally expire either 5 or 10 years from
the grant date.

The fair value of options at the date of grant was estimated using the Black-Scholes option pricing model. The fair
values of these restricted stock awards are equal to the market value of the Company’s stock on the date of grant, after
taking into certain discounts. The expected volatility is based upon historical volatility of our stock and other
contributing factors. The expected term is based upon observation of actual time elapsed between date of grant and
exercise of options for all employees. Previously, such assumptions were determined based on historical data.

12
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

The weighted average assumptions made in calculating the fair values of options granted during the three and six
months ended June 30, 2012 and 2011 are as follows:

Three Months Ended Six Months Ended

June 30 June 30
2012 2011 2012 2011
Expected volatility 456.67% 133.08% 379.88% 94.48%

Expected dividend yield - - - -
Risk-free interest rate 1.92% 0.68% 1.95% 2.63%

Expected term (in years) 10 2 10 7.71
Weighted Weighted
Average Aggregate
Average o .
Share ; Remaining Intrinsic
Exercise
) Contractual Value
Price
Term
Outstanding, January 1, 2012 3,505,000 .84 4.50 $0
Granted 370,000 .69 9.76 179,150
Exercised -
Cancelled & Expired -
Outstanding, June 30, 2012 3,875,000 .82 4.87 $179,150
Options exercisable, June 30, 2012 3,875,000 .82 4.87 $179,150

The weighted-average grant-date fair value of options granted during the six months ended June 30, 2012 and 2011
was $.69 and $0.26, respectively.
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The aggregate intrinsic value of options outstanding and options exercisable at June 30, 2012 is calculated as the
difference between the exercise price of the underlying options and the market price of the Company's common stock
for the shares that had exercise prices, that were lower than the $0.59 closing price of the Company's common stock
on June 30, 2012.

As of June 30, 2012, the fair value of unamortized compensation cost related to unvested stock option awards was
Zero.
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ACE MARKETING & PROMOTIONS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

The weighted average assumptions made in calculating the fair value of warrants granted during the three and six

months ended June 30, 2012 and 2011 are as follows:

Three Months  Six Months
Ended Ended
June 30 June 30
2012 2011 2012 2011
Expected volatility 0% 90.93% 0% 69.94%
Expected dividend yield - - - -
Risk-free interest rate 0% 1.71% 0% 1.32%
Expected term (in years) - 4.80 - 3.69
Weighted
Weighted
Average Aggregate
Average
Share Remaining  Intrinsic
Exercise
Contractual Value
Price
Term
Outstanding, January 1, 2012 12,570,642 $ 48 1.84 $1,790,733
Granted 287,502 $ 85 3.55
Exercised - -
Cancelled (900,000 ) -
Outstanding, June 30, 2012 11,958,144 $ .51 1.50
Warrants exercisable, June 30, 2012 11,958,144 $ Sl 1.50 $ 1,790,733

26
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ACE MARKETING & PROMOTIONS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
THREE AND SIX MONTHS ENDED JUNE 30, 2012 AND 2011

(UNAUDITED)

NOTE 7: CONSULTING AGREEMENTS

In January 2010, the Company entered into an agreement with a consulting firm to provide services over the next
twelve months. The agreement provided for the issuance of 100,000 restricted common shares of Common Stock.

In January 2010, the Company also entered into an agreement with a two individuals to provide services over the next
twelve months. The agreement provides for the issuance of 57,500 shares and 52,500 restricted common shares of
Common Stock which vested immediately.

Pursuant to an agreement dated as of November 15, 2010, the Company entered into a three year contract with a
consulting firm to provide certain financial and public relation services on a non-exclusive basis. Pursuant to the
agreement, an initial retainer of $12,500 was paid. The agreement provides for the possible issuance of up to 250,000
common shares and up to $100,000 in cash compensation based upon referrals of credible and synergistic corporate
partners and/or acquisitions, which acquisitions or partnerships must be approved by Ace. In January 2011 and August
2011, the Company approved the issuance of 50,000 shares and 175,000 shares of common stock, respectively, for
consulting services rendered by this consultant.

In January 2011, the Company entered into an agreement with a consulting firm to provide business development
services. The agreement provides for the issuance of 100,000 shares of restricted Common Stock and Warrants to
purchase 200,000 shares of restricted Common Stock.

In June 2011, we entered into a one-year Investor Relation, Public Awareness Agreement with Legend Securities, Inc.
at a cost of $10,000 per month and 75,000 shares of restricted Common Stock per quarter. In June 2012, we renewed
the investor relation contract for an additional one year substantially on the same terms.
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Ace has retained an outside contractor to build its website development program at a cost of $120,000, $80,000 of
which has been paid and the remaining $40,000 was accrued in the quarter ended September 30, 2011. At its option,
Ace made the final $40,000 payment to the contractor through the issuance of 66,000 shares of its restricted Common
Stock.

In April 2012, the CompaNy entered into consulting and public relation contracts pursuant to which the Company
issued an aggregate of 240,000 restricted shares of its Common Stock. These contracts have been terminated and the
Company expects to receive a significant portion in return in settlement of all obligations to each other. Any
recoupment of shares will be reflected in the third quarter 2012 results of operations.

NOTE 8: PRIVATE PLACEMENT

On December 8, 2009, Ace Marketing & Promotions, Inc. entered into an Introducing Agent Agreement with Legend
Securities, Inc., a FINRA registered broker-dealer ("Legend"), to attempt to raise additional financing through the sale
of its Common Stock and Warrants. Between December 8, 2009 and March 15, 2010, the Company closed on gross
proceeds of $1,025,000 before c