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SECTION 1 – REGISTRANT’S BUSINESS AND OPERATIONS

Item 1.01 Entry into a Material Definitive Agreement.

On May 13, 2009, we entered into an accounts receivable financing agreement with Faunus Group International, Inc.
(“FGI”). Under the terms of the Sale of Accounts and Security Agreement (the “Agreement”), we may offer to sell our
accounts receivable to FGI each month during the term of the Agreement, up to a maximum amount outstanding at
any time of four million dollars ($4,000,000) (the “Facility Amount”). We are not obligated to offer accounts in any
month, and FGI has the option to decline to purchase any accounts.

Facility Fee. We will pay FGI a one time non-refundable fee in the amount of forty thousand dollars ($40,000) upon
our first funding.

Purchased Accounts. FGI will purchase accounts on either a “Credit Approved” basis or with “Full Recourse” basis, as
determined by FGI in its sole and absolute discretion. In the absence of written Credit Approval, the Purchased
Accounts shall be purchased with Full Recourse (see below for defined terms). In addition, if FGI fails to collect a
Purchased Account within ninety (90) days of its maturity for which Credit Approval has been given, FGI shall pay us
the Net Invoice Amount (defined below) of such Purchased Account within a reasonable time period.

Purchase Price. The purchase price that FGI will pay us for each Purchased Account shall equal the Net Invoice
Amount thereof less FGI’s fees. No discount, credit, allowance or deduction with respect to any Purchased Amount,
unless shown on the face of an invoice, shall be granted or approved by us to any Account Debtor without FGI’s prior
written consent (see Exhibit 10.1 for defined terms).  In addition, we will receive the purchase price less (i) any
Required Reserve Amount or credit balance that FGI, in FGI’s sole and absolute discretion, determines to hold, (ii)
moneys remitted, paid, or otherwise advanced by FGI to or on our behalf (including any amounts which FGI
reasonably determines that we may be obligated to pay in the future), and (iii) any other charges provided for under
the Agreement.

Collateral Management Fee. Under the Agreement, we will pay FGI a monthly collateral management fee equal to
0.87% of the average monthly balance of Purchased Accounts; with such fee charged monthly to our Reserve Account
or if funds are not available therein, payable by us on demand. The minimum monthly net funds employed during
each contract year shall be one million five hundred thousand dollars ($1,500,000); any deficiency will be subject to a
charge as defined under the Agreement.

Security Interest. Performance of our obligations under the Agreement is secured by a security interest in all of our
assets.

Term and Termination. The original term of the Agreement is twenty four (24) months from the date of the
Agreement. The Agreement will renew automatically for an additional two (2) years for each succeeding term unless
written notice of termination is given by either party at least sixty (60) days, but not more than ninety (90) days, prior
to the end of the original term or any extension thereof. In the event we terminate the Agreement prior to the end of
the original term or any extensions thereof, we will be required to pay FGI an early termination fee in the amount of
one hundred thousand dollars ($100,000.00) if within 360 days, and seventy five thousand dollars ($75,000) if after
360 days following commencement of the Agreement. FGI may terminate the Agreement at any time by giving not
less than thirty (30) days notice in which event, we will not be required to pay any termination fee.
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Defined Terms.

§  “Net Invoice Amount” means the invoice amount of the Purchased Account, less returns (whenever made), all selling
discounts, and credit or deductions of any kind allowed or granted to or taken by the Account Debtor (see Exhibit
10.1 for defined term) at any time.

§  “Credit Approval(s) and Credit Approved” means, with regard to a Purchased Account, that FGI has accepted the risk
of nonpayment as specified under the terms and conditions of this Agreement and with regard to the specific
Purchased Accounts for which written credit approval has been given.

§  “Full Recourse” means those Purchased Accounts for which FGI has not given Credit Approval, for which Credit
Approval has been withdrawn or revoked or with respect to which FGI is not responsible under Section 2 of the
Agreement.

§  “Purchased Account(s)” means an Account (see Exhibit 10.1 for defined term) which is deemed acceptable for
purchase as determined by FGI in the exercise of its reasonable sole credit or business judgment and for which FGI
has made payment of the sum specified in Section 2 of the Agreement constituting FGI’s acceptance of an Account.

§  “Reserve Account” means (a) a bookkeeping account on the books of FGI and/or (b) an account of FGI in which FGI
deposits the Required Reserve Amount from time to time, in either case representing an unpaid portion of the
Purchase Price, maintained by FGI to ensure our performance with the provisions hereof.

§  “Required Reserve Amount” means the Reserve Percentage multiplied by the unpaid balance of all Purchased
Accounts and as such amount may change in accordance herewith.

§  “Reserve Percentage” means 25% of the face amount of the Purchased Accounts and as such percent may change in
accordance herewith.

A complete copy of the Agreement is attached as Exhibit 10.1 to this report and is incorporated herein by reference.
The summary of the financing transaction set forth above does not purport to be complete and is qualified in its
entirety by reference to the Agreement.
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SECTION 2 – FINANCIAL INFORMATION

Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a
Registrant.

See Item 1.01 of this report which is incorporated herein by reference.

SECTION 9 – FINANCIAL STATEMENTS AND EXHIBITS

Item 9.01. Financial Statements and Exhibits.

           (d)           Exhibits.

10.1           Sale of Accounts and Security Agreement between Zagg Incorporated and Faunus Group International,
Inc. dated May 13, 2009.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.

ZAGG Incorporated

By: / s/ BRANDON T. O’BRIEN
Brandon T. O’Brien
Chief Financial Officer
Date:  May 15, 2009
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