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January 29, 2010

Price (as of close on
January 28, 2010)

$2.23

Rating

BUY

12- Month Target Price

$5.75

Robert Plaza, CFA
626-405-0242

research@singularresearch.com

Company Description

ZAGG designs, manufactures,
and  distributes  protective
coverings, audio accessories
and power solutions for
consumer electronic and hand-
held devices.

ZAGG Incorporated (ZAGG)

Management lowered Q4:09 revenue and EPS guidance.
Long-term growth story remains intact, despite near-term
iIssues. Maintain coverage with BUY rating.

52-Week Range $0.65 — $7.91 Total Debt (million) $0
Shares Outstanding 24.3 million Total Debt/Equity 0%
Insider/Institutional 33.4%/5.7% ROE (TTM) 56.5%
Public Float 14.8 million Book Value/Share $0.55
Market Capitalization $54.2 million Daily Volume 215,978

FYE DEC 2008A 2009E 2010E

ACTUAL CURRENT PREVIOUS CURRENT PREVIOUS
Q1 Mar (0.01)A 0.05A 0.05E 0.07E
Q2 Jun 0.01A 0.05A 0.06E 0.08E
Q3 Sep 0.05A 0.04A 0.06E 0.09E
Q4 Dec 0.06A 0.03E 0.06E 0.07E 0.11E
Year* $0.11A $0.17.E $0.20E $0.23E $0.35E
P/E Ratio 20.2x 13.1x 9.7x
Change NM 59.5% 34.2%
FYE DEC 2008A 2009E 2010E
Revenue ($ mil.) ACTUAL CURRENT PREVIOUS CURRENT PREVIOUS
Q1 Mar 2.9A 8.1A 8.1A 10.9E 13.0E
Q2 Jun 2.7A 9.2A 9.2E 12.4E 14.7E
Q3 Sep 6.9A 9.7E 9.7E 13.6E 15.6E
Q4 Dec 7.4A 10.2E 11.6E 15.2E 18.6E
Year* $19.8A $37.2E $38.7E $52.2E $61.8E
Change 285.4% 87.9% 40.4%

* Numbers may not add up due to rounding.

REVISED GUIDANCE
» After the close on January 26, ZAGG reduced its guidance for 2009.

» Management reduced its 2009 revenue guidance from $38 million to $37
million.

» Its lower revenue guidance reflects a delay in the release of ZAGGskins,
ZAGGbuds, and other accessories, as well as the change in product and
channel mix as a percentage of total sales for Q4:09.

» ZAGG also lowered its 2009 EPS guidance from $0.22 to $0.15-$0.17.

» Its lower EPS outlook was due to a higher percentage of sales from its
indirect distribution channel. Also, ZAGG expects to incur charges related to
inventory and reserves against accounts receivable and notes receivable.

» We are reducing our estimates accordingly. We now expect revenues to
grow 87.9% in 2009, and 40.4% in 2010. Our 2009 EPS estimate is $0.17,
and our 2010 EPS estimate is $0.23.

» This is the second consecutive quarter that ZAGG has disappointed
investors, and its stock has dropped 60% since the beginning of November.

» We recognize the company’s near-term problems, but we think the market
has taken the stock to a level that reflects continued problems and limited
growth potential. As a result, much of the price risk has been taken out of the
stock.

Please refer to the end of this report to obtain important disclosure information.



» Innovative product. ZAGG'’s invisibleSHIELD film material was originally developed to protect helicopter blades
from high friction, high velocity damage. ZAGG’s patented and proprietary urethane polymer is ultra-thin, virtually
unseen, and protects electronic devices from scratches and normal wear and tear. The company also has a
patent-pending application process for wrapping electronic devices with protective film.

» Complementary product lines. ZAGG is building on the success of its invisibleSHIELD by rolling out new
products. These products include ZAGGskins, ZAGGbuds, ZAGGsparq, and ZAGGfoam. ZAGGskins allow users
to customize their electronics devices with graphics printed on the invisibleSHIELD. ZAGGbuds are ear buds
(head phones that fit in the ear) that won the coveted CES, Design and Innovation award. ZAGGsparq is a
universal charger for electronics devices. ZAGGfoam is a cleaner and disinfectant for the invisibleSHIELD. ZAGG
has already launched AppSpace.com, an online destination for mobile application users. Also, ZAGG acquired
the worldwide license for HzO technology, which protects consumer products from water damage.

» Huge market potential. ZAGG is positioned to serve all of the major market segments of handheld electronic
devices. The company has over 3,000 invisibleSHIELD products including product configurations available for
iPods (over 220 million units sold worldwide), iPhones (over 21 million sold), cell phones (1.2 billion units sold in
2008), digital cameras (over 119 million units sold in 2008), Sony’s PSP (over 50 million units) and Nintendo’s DS
Lite (over 96 million).

» Valuation. We lower our price target to $5.75 based on a 50/50 blend of our DCF and PE analysis. Our DCF
assumes a 12.8% increase in after tax operating profit driven by a 51% ROC, a 25% reinvestment rate, and a
8.7% cost of capital. Our assumptions describe a price target of $8.05. What's more, we believe ZAGG will be
able to achieve 5-year earnings per share growth of at least 20% due to strong demand for electronics devices
and an increasing interest in protecting those devices. We purposely keep our estimates conservative due to the
company’s small size and recent disappointments. We believe a PE ratio of 15x is reasonable for a small
company that is expected to have long-term EPS growth of 20%. Applying a 15x PE multiple to our 2010 EPS
estimate results in a price target of $3.45. Our equally weighted blended DCF / PE price target is $5.75. Based
on the current stock price, we rate the shares of ZAGG a BUY.
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Table 1: Scenario Analysis; Return on Capital Vs. Discount rate

Discount Rate

30.0% 28.0% 26.0% 24.0% 22.0% 20.0% 18.0% 16.0% 14.0% 12.0% 10.0% 8.0% 6.0%
19.0%|$ 149 $ 166 $ 185 $ 208 $ 233 $ 262 $ 296 $ 335 $ 380 $ 432 $ 493 $§ 564 $ 6.48
22.0%]$ 154 $ 172 $ 192 $ 215 $ 242 $ 272 $ 307 $ 347 $ 394 $ 449 $ 512 $ 58 $ 6.74
25.0%]$ 160 $ 178 $ 199 $ 223 $ 250 $ 28 $ 318 $ 360 $ 409 $ 466 $ 532 $ 609 $ 7.00
28.0%]$ 165 $ 184 $ 206 $ 231 $ 260 $ 292 $ 330 $ 374 $ 425 $ 484 $ 552 $ 633 $ 7.27
31.0%1$ 171 $ 191 $ 214 $ 239 $§ 269 $ 303 $ 343 $ 388 $ 441 $ 502 $ 574 $ 657 $ 756
8 34.0%)$ 177 $ 198 $ 221 $ 248 $ 279 $ 314 $ 355 $ 403 $ 457 $ 521 $ 595 $ 682 $ 7.85
04 37.0%]$ 183 $ 205 $ 229 $ 257 $ 289 $ 326 $ 368 $ 417 $ 474 $ 541 $ 618 $ 709 $ 815
40.0%|$ 190 $ 212 $ 237 $ 266 $ 300 $ 3383 $ 382 $ 433 $ 492 $ 561 $ 641 $ 735 $ 846
43.0%|$ 196 $ 219 $ 246 $ 276 $ 310 $ 350 $ 39 $ 449 $ 510 $ 58 $ 665 $ 763 $ 878
46.0%|$ 203 $ 227 $ 254 3 286 $ 322 $ 363 $ 410 $ 465 $ 529 $ 604 $ 690 $ 792 $ 911
49.0%|$ 210 $ 235 $ 263 $ 296 $ 333 $ 376 $ 425 $ 482 $ 549 $ 626 $ 716 $ 822 $ 946
52.0%)$ 218 $ 243 $ 273 $ 306 $ 345 $ 38 $ 441 $ 500 $ 569 $ 649 $ 743 $ 852 $ 981
55.0%|$ 225 $ 252 $ 282 $ 317 ¢ 357 $ 403 $ 457 $ 518 $ 590 $ 673 $ 770 $ 884 $ 10.18

As the table above shows, the necessary combinations of assumptions for ROC and discount rates required to
find ZAGG Incorporated overvalued seem unrealistic.

Table 2: Scenario Analysis; Forward PE Ratio Vs. Forward EPS

Forward EPS

$ 013 $ 015 $ 017 $ 019 $ 021 $ 023 $ 025 $ 027 $ 029 $ 031 $ 033 $ 035 $ 0.37

80|l$ 104 $ 120 $ 136 $ 152 $ 168 $ 184 $ 200 $ 216 $ 232 $ 248 $ 264 $ 280 $ 292

90|$ 117 $ 135 $ 153 $ 171 $ 189 $ 207 $ 225 $ 243 $ 261 $ 279 $ 297 $ 315 $ 329

. 100]$ 130 $ 150 $ 170 $ 190 $ 210 $ 230 $ 250 $ 270 $ 290 $ 310 $ 330 $ 350 $ 365
= 11.0]$ 143 $ 165 $ 187 $ 209 $ 231 $ 253 $ 275 $ 297 $ 319 $ 341 $ 363 $ 38 $ 4.02
o 120]$ 15 $ 180 $ 204 $ 228 ¢ 252 $ 276 $ 300 $ 324 $ 348 $ 372 $ 396 $ 420 $ 438
E 13.0]$ 169 $ 195 $ 221 $ 247 $ 273 $ 299 $ 325 $ 351 $ 377 $ 403 $ 429 $ 455 $ 475
1) 1401 18 $ 210 $ 238 $ 266 $ 294 $ 322 $ 350 $ 378 $ 406 $ 434 $ 462 $ 49 $ 511
g 150]$ 195 $ 225 $ 255 $ 28 $ 315 $ 345 $ 375 $ 405 $ 435 $ 465 $ 495 $ 525 $ 548
E 16.0]$ 208 $ 240 $ 272 $ 304 $ 336 $ 368 $ 400 $ 432 $ 464 $ 496 $ 528 $ 560 $ 584
170]$ 221 $ 255 $ 289 $ 323 ¢ 357 $ 391 $ 425 $ 459 $ 493 $ 527 $ 561 $ 595 $ 6.21

18.0]$ 234 $ 270 $ 3.06 $ 342 ¢ 378 $ 414 $ 450 $ 48 $ 522 $ 558 $ 594 $ 630 $ 657

190]$ 247 $ 28 $ 323 $ 361 $ 399 $§ 437 $ 475 $ 513 $ 551 $ 589 $ 627 $ 665 $ 694

200]$ 260 $ 300 $ 340 $ 380 $ 420 $ 460 $ 500 $ 540 $ 580 $ 620 $ 660 $ 700 $ 7.30

The table above shows how current PE multiples based on our earnings estimates of $0.23 for 2010 are
conservative given the strong demand for consumer electronic devices and the company’s growth prospects. We
expect the multiple to move higher as investors recognize the growth potential of the company’s invisibleSHIELD
product line and its expansion into new geographical markets. Given the upside projected by our price target, we

rate the shares BUY.

Robert Plaza, CFA
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IMPORTANT DISCLOSURES

The following disclosures relate to relationships between Singular Research and Millennium Asset Management, LLC
(“Millennium”) and companies covered by Singular Research and referred to in research reports.

This report has been prepared by Singular Research, a wholly owned subsidiary of Millennium which is an investment advisor
registered in the State of California. Singular Research receives fees from Millennium for the right to use and distribute research
reports prepared by Singular Research.

Millennium does and seeks to do business with companies covered in Singular Research’s research reports. Millennium may receive
fees from issuers that are the subject of research reports prepared by Singular Research for investor and public relations and other
marketing-related services provided to such issuers by Millennium. As a result, investors should be aware that Singular Research and
Millennium may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only
a single factor in making their investment decision.

There are no company-specific disclosures.

General Disclosures

This research report is for our clients informational purposes only. This research is based on current public information that we consider reliable, but we do not
represent it is accurate or complete, and it should not be relied on as such. Any opinion expressed in this report is subject to change without notice and may differ or be
contrary to opinions expressed by other professionals or business areas of Singular Research or Millennium. We are under no responsibility to update our research.

The views expressed in this research report accurately reflect the responsible analyst’s personal views about the subject securities or issuers. No part of the analyst’s
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that analyst in the research report.

Millennium and its affiliates, officers, directors, and employees, excluding analysts, will from time to time have long or short positions in, and buy or sell, the securities
or derivatives thereof of covered companies referred to in our research reports. Our affiliates, officers, and directors won’t execute on any new recommendation or
recommendation change until 48 hours after the dissemination of the report.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not
constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Clients should
consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax
advice. The price and value of the investments referred to in this research and the income from them may fluctuate. Past performance is not a guide to future
performance, future returns are not guaranteed, and a loss of original capital may occur. Certain transactions, including those involving futures, options, and other
derivatives, give rise to substantial risk and are not suitable for all investors.

Rating Definitions

BUY, 30% or greater increase in the next 12 months.
HOLD, perform in line with the market.
SELL, 30% or more declines in the next 12 months.

© Copyright 2010 Singular Research

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior written
consent of Singular Research.
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ZAGG INC
Quarterly Results & Estimates
$ in Millions

Sales
Revenue Growth

Cost of Goods Sold
Gross Profit
Gross margin

Advertising and marketing
Selling, general and administrative
Total Operating Expenses
Total Operating Expense Margin

EBITDA

Depreciation, Depletion, & Amortization
Operating Profit

Operating Margin

Interest Expense
Non-Operating Income/Expense
Pretax Income

Total Income Taxes
Net Income

Shares for Diluted EPS

EPS Diluted from Ops
Earnings Growth

2008 Actual 2009 Estimated 2010 Estimated
Fiscal 10QA 20QA 3QA 4QE Fiscal 1QE 2QE 3QE 4QE Fiscal
2008A Mar09 Jun09 Sep09 Dec09 2009E Marl10 Jun10 Sepl0 Dec10 2010E
$ 19.79 $ 809 $ 922 $ 973 $ 1015 $ 37.18 $ 1092 $ 1244 $ 1362 $ 1522 $ 52.20
285.4% 184.4%  236.4% 41.9% 38.0% 87.9% 35.0% 35.0% 40.0% 50.0% 40.4%
$ 6.59 $ 290 $ 370 $ 452 $ 467 $ 15.78 $ 459 $ 535 $ 627 $ 68 $ 23.05
$ 13.20 $ 520 $ 552 $ 521 $ 548 % 21.40 $ 634 $ 709 $ 735 $ 837 $ 2915
66.7% 64.2% 59.8% 53.5% 54.0% 57.5% 58.0% 57.0% 54.0% 55.0% 55.8%
$ 3.98 $ 146 $ 139 $ 133 $ 157 $ 5.75 $ 181 $ 178 $ 174 $ 213 $ 7.47
$ 6.84 $ 214 $ 226 $ 241 $ 259 $ 9.39 $ 269 $ 292 $ 321 $ 335 $ 1217
$ 10.82 $ 359 $ 365 $ 374 $ 416 $ 15.14 $ 450 $ 470 $ 496 $ 548 $ 19.64
54.7% 44.4% 39.6% 38.4% 41.0% 40.7% 41.2% 37.8% 36.4% 36.0% 37.6%
$ 2.54 $ 166 $ 192 $ 153 $ 137 $ 6.48 $ 190 $ 245 $ 246 $ 295 $ 9.76
$ 0.16 $ 005 $ 006 $ 006 $ 0.06 $ 0.22 $ 006 $ 006 $ 006 $ 006 $ 0.25
$ 2.38 $ 160 $ 186 $ 147 $ 132 $ 6.26 $ 184 $ 239 $ 240 $ 289 $ 9.51
12.0% 19.8% 20.2% 15.1% 13.0% 16.8% 16.8% 19.2% 17.6% 19.0% 18.2%
$ 0.01 $ 000 $ 000 $ 001 $ 0.00 $ 0.02 $ 000 $ 000 $ 000 $ 0.00 $ 0.00
$ 0.23 $ 004 $ 005 $ 000 $ 000 % 0.09 $ 000 $ 000 $ 000 $ 0.00 $ 0.00
$ 2.60 $ 164 $ 191 $ 146 $ 132 $ 6.33 $ 184 $ 239 $ 240 $ 289 $ 9.51
$ 0.50 $ 062 $ 072 $ 055 $ 049 $ 2.38 $ 069 $ 090 $ 09 $ 108 $ 3.57
$ 2.10 $ 103 $ 119 $ 091 $ 082 $ 3.95 $ 115 $ 149 $ 150 $ 181 $ 5.95
19.13 19.87 22.61 24.253 25.000 23.956 25.000 25.200 25.300 25.500 25.333
$ 0.11 $ 005 $ 005 $ 004 $ 003 % 0.17 $ 005 $ 006 $ 006 $ 007 $ 0.23
-322.0% -949.5% 474.6% -18.2% -44.8% 59.5% -11.4% 12.2% 58.2% 115.4% 34.2%

Robert Plaza, CFA
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ZAGG INC
Balance Sheet
$ in Millions

Cash & Equivalents
Net Receivables
Inventories

Other Current Assets
Total Current Assets

Net Plant,Property & Equipment
Other Assets
TOTAL ASSETS

Debt In Current Liabilities
Accounts Payable

Other Current Liabilities
Total Current Liabilities

Long Term Debt

Deferred Taxes and Investment Tax Credits
Other Liabilities

TOTAL LIABILITIES

Common Stock

Additional Paid-In Capital
Retained Earnings

TOTAL EQUITY

TOTAL LIABILITIES & EQUITY

2008 Actual 2009 Estimated 2010 Estimated
Fiscal 1QA 20QA 30A 4QE Fiscal 1QE 2QE 3QE 4QE Fiscal
2008A Mar09 Jun09 Sep09 Dec09 2009E Marl0 Jun10 Sepl0 Decl0 2010E

$ 1.07 $ 103 $ 333 $ 210 $ 324 % 3.24 $ 411 $ 527 $ 667 $ 612 $ 6.12
$ 3.59 $ 427 $ 509 $ 583 $ 487 $ 4.87 $ 576 $ 651 $ 823 $ 730 $ 7.30
$ 1.91 $ 313 $ 418 $ 349 $ 355 % 3.55 $ 422 $ 564 $ 483 $ 533 $ 5.33
$ 1.27 $ 195 $ 178 $ 452 $ 406 $ 4.06 $ 437 $ 498 $ 477 $ 6.09 $ 6.09
$ 7.84 $ 1038 $ 1438 $ 1599 $ 1572 $ 1572 $ 1846 $ 2239 $ 2455 $ 2484 $ 2484
$ 0.55 $ 064 $ 069 $ 081 $ 097 $ 0.97 $ 115 $ 136 $ 158 $ 182 $ 1.82
$ 0.06 $ 0.06 $ 009 $ 011 $ 011 $ 0.11 $ 011 $ 011 $ 011 $ 025 $ 0.25
$ 8.45 $ 1107 $ 1516 $ 1690 $ 16.80 $ 16.80 $ 1972 $ 2386 $ 2624 $ 2692 $ 26.92
$ 0.02 $ 0.01 $ 001 $ 000 $ 0.00 $ 0.00 $ 0.00 $ 000 $ 000 $ 0.00 $ 0.00
$ 1.63 $ 230 $ 232 $ 247 $ 254 % 2.54 $ 311 $ 313 $ 343 $ 383 $ 3.83
$ 0.99 $ 155 $ 227 $ 213 $ 051 % 0.51 $ 1.09 $ 306 $ 298 $ 076 $ 0.76
$ 2.64 $ 387 $ 460 $ 460 $ 304 $ 3.04 $ 420 $ 619 $ 641 $ 459 $ 4.59
$ 0.00 $ 0.00 $ 000 $ 000 $ 000 $ 0.00 $ 0.00 $ 000 $ 000 $ 000 $ 0.00
$ 0.00 $ 0.00 $ 000 $ 000 $ 0.00 $ 0.00 $ 0.00 $ 000 $ 000 $ 0.00 $ 0.00
$ 0.00 $ 0.00 $ 000 $ 000 $ 0.00 $ 0.00 $ 0.00 $ 000 $ 000 $ 0.00 $ 0.00
$ 2.64 $ 387 $ 460 $ 460 $ 304 $ 3.04 $ 420 $ 619 $ 641 $ 459 $ 4.59
$ 0.76 $ 075 $ 045 $ 048 $ 051 $ 0.51 $ 051 $ 052 $ 053 $ 054 % 0.54
$ 3.70 $ 407 $ 654 $ 734 $ 794 $ 7.94 $ 856 $ 920 $ 986 $ 1054 $ 1054
$ 1.36 $ 238 $ 358 $§ 449 $ 531 $ 5.31 $ 6.46 $ 795 $ 945 $ 1125 $ 11.25
$ 5.82 $ 720 $ 1057 $ 1230 $ 1376 $ 13.76 $ 1552 $ 1767 $ 1983 $ 2233 $ 2233
$ 8.45 $ 1107 $ 1516 $ 1691 $ 1680 $ 16.80 $ 1972 $ 2386 $ 2624 $ 2692 $ 26.92
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ZAGG INC
Cash Flow Statement
$ in Millions

Income Before Extraordinary Iltems
Depreciation and Amortization
Non-cash Exp - Stock-Based Comp
Deferred Taxes

Funds from Operations - Other
Receivables - Decrease (Increase)
Inventory - Decrease (Increase)

Accounts Payable and Accrued Liabs - Inc (Dec)
Income Taxes - Accrued - Increase (Decrease)

Other Assets and Liabilities - Net Change
Operating Activities - Net Cash Flow

Investments - Increase

Sale of Investments

Short-Term Investments - Change
Capital Expenditures

Sale of Property, Plant, and Equipment
Acquisitions

Investing Activities - Other

Investing Activities - Net Cash Flow

Sale of Common and Preferred Stock
Purchase of Common and Preferred Stock
Long-Term Debt - Issuance

Long-Term Debt - Reduction

Financing Activities - Other

Financing Activities - Net Cash Flow
Exchange Rate Effect
Cash and Equivalents - Change

Cash Beginning
Cash End

2008 Actual 2009 Estimated 2010 Estimated
Fiscal 1QA 2QA 3QA 4QE Fiscal 1QE 2QE 3QE 4QE Fiscal
2008A Mar09 Jun09 Sep09 Dec09 2009E Mar10 Junl0 Sepl0 Decl0 2010E

$ 2.10 $ 1.03 $ 119 $ 091 $ 082 $ 3.9 $ 115 $ 149 $ 150 $ 181 $ 5.95
$ 0.16 $ 013 $ 0.18 $ 0.06 $ 007 $ 045 $ 007 $ 0.07 $ 0.07 $ 007 $ 029
$ 0.41 $ 005 $ 0.06 $ 019 $ 012 $ 042 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.37 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.05 $ 0.06 $ (0.10) $ 0.09 $ 004 $ 0.10 $ 0.18 $ 0.18 $ 0.18 $ 003 $ 056
$ (3.35) $ (073) $ (082 $ (0.82) $ 1.01 $ (1.37) $ (089 $ (074 $ (1.72) $ 092 $ (2.43)
$ (1.47) $ (1220 $ (105 $ 069 $ (0.06) $ (1.63) $ (067) $ (142) $ 076 $ (044) $ (1.78)
$ 1.30 $ 065 $ (0.03) $ 015 $ 006 $ 0.83 $ 057 $ 0.02 $ 030 $ 040 $ 1.29
$ 0.00 $ 0.00 $ 0.00 $ 132 $ 000 $ 132 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.24 $ (009 $ 093 $ (304 $ (1.16) $ (3.36) $ 027 $ 136 $ 013 $ (354 $ (1.78)
$ (0.20) $ (012) $ 036 $ (044) $ 090 $ o071 $ 0.68 $ 097 $ 121 $ (0.75) $ 210
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ (0.38) $ (014 $ (011) $ (018 $ (0.24) $ (0.66) $ (026) $ (0.28) $ (0.30) $ (0.32) $ (1.15)
$ 0.00 $ 0.00 $ 0.00 $ 000 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ (0.51) $ 000 $ (003)$ (118 $ (018 $ (1.38) $ (018 $ (018 $ (018 $ (0.18) $ (0.70)
$ (0.90) $ (014 $ (014 $ (135 $ (041) $ (2.04) $ (043) $ (045 $ (047) $ (049 $ (1.85)
$ 0.05 $ 023 $ 209 $ 056 $ 060 $ 348 $ 062 $ 0.64 $ 0.66 $ 068 $ 260
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 003 $ 0.03 $ - $ 001 $ 0.01 $ 001 $ 0.03
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ (0.02) $ (0.01) $ (0.00) $ 001 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ 0.03 $ 022 $ 208 $ 057 $ 063 $ 351 $ 062 $ 065 $ 0.67 $ 069 $ 263
$ 0.00 $ 0.00 $ 0.00 $ 000 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00
$ (1.06) $ (0.04) $ 231 $ (122 $ 112 ¢ 217 $ 087 $ 116 $ 140 $ (055 $ 288
$ 213 $ 1.07 $ 1.03 $ 333 $% 212 $ 107 $ 324 % 411 $ 527 $ 667 $ 324
$ 1.07 $ 1.03 % 333 % 212 % 324 $ 324 $ 411 $ 527 $ 6.67 $ 6.12 $ 6.12

Robert Plaza, CFA
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ZAGG Inc.: Valuation

Stable Growth
g=3%, Beta =1.01
D/(D+E) = 16.13%; ROC = 25%
Reinvestment Rate = 12%

8| ZAGG Incorporated
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Current Cash Flow to firm Reinvestment Rate Return on Capital
EBIT(1-t) $ 4.18 25.0% 51.1%
- Net Cap Ex $ 0.00
- Change in WC $ 6.18 Expected Growth in EBIT(1-t) v
=FCFF $ (2.00) 12.77% < | Terminal Value = $ 304 |
Reinvestment Rate 147.85%
I
2010 v 2011 y 2012 v
Firm Value $ 197.18 | EBIT(1-t) $ 595 $ 844 $ 952 $ 1074 $ 1211 % 1365 $ 1540 $ 17.36
+Cash $ 3.33 -Rein $ 513 $ 485 $ 238 $ 268 $ 3.03 $ 341 $ 385 $ 4.34
-Debt $ 0.01 FCFF $ 081 $ 359 §$ 714 $ 8.05 $ 9.08 $ 1024 $ 1155 $ 13.02
=Equity $  200.50 5
-Stock Options $ 5.25 b "
=Equity in Common Stock $  195.25
Value/Share $ 8.05
| Discount at Cost of Capital (WACC =8.66%) |
Cost of Equity Cost of Debt Weights
8.66% 2.36% E=1 D=0
Risk Free Rate (10 Year Gov. bond) + Beta X Risk Premium
3.42% 0.90 5.82%
I t |
Unlevered Beta for Industry Firm's D/E Ratio
0.90 0.02%




