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CAUTIONARY STATEMENT CONCERNING FORWARD -LOOKING INFORMATION

This annual report on Form 10-K, as well as othatemials filed by us with the Securities and Exgean
Commission, and information included in oral statets or other written statements made or to be rogaes,
contains forward-looking statements regarding us buisiness prospects and our results of operattatsire
subject to certain risks and uncertainties poseghagy factors and events that could cause our ldotisaness,
prospects and results of operations to differ ntgifrom those that may be anticipated by thevard-looking
statements. Factors that could cause or contribigach differences include, but are not limitediwse described
in the “Risk Factors” section of this annual repmitForm 10-K, as well as risks relating to: consuspending and
debt levels; the general economic and credit enuilgnt; interest rates; seasonal variations in qoesyurchasing
activities; changes in the mix of products soldusy competitive pressures on sales; pricing aressahargins; the
level of cable and satellite distribution for oungramming and associated fees; the success of our
e-commerce initiatives; the success of our stratalljipnces and relationships; our ability to managr operating
expenses successfully; risks associated with aitiguis; changes in governmental or regulatory resraents;
litigation or governmental proceedings affecting operations; significant public events that aféialilt to predict,
such as widespread weather catastrophes or ogméficint television-covering events causing aerintption of
television coverage or that directly compete with viewership of our programming; and our abildyobtain and
retain key executives and employees.
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PART I

Item 1. Business

When we refer to “we,” “us” or the “companyye mean ValueVision Media, Inc. and its subsiderialess th
context indicates otherwise. ValueVision Media,. lisca Minnesota corporation with principal and @xeve offices
located at 6740 Shady Oak Road, Eden Prairie, Mimae55344-3433. ValueVision Media, Inc. was incogped
on June 25, 1990. Our fiscal year ended Februa29@3 is designated fiscal 2007, our fiscal yealeenFebruary 3,
2007 is designated fiscal 2006 and our fiscal yeaied February 4, 2006 is designated fiscal 2005.

A. General

We are an integrated direct marketing companyrttakets, sells and distributes our products diyectl
consumers through various forms of electronic madi direct-to-consumer mailings otherwise knowmati-
channel retailing. Our operating strategy incorpesdelevision home shopping, internet e-commaeticect mail
marketing and fulfillment services. Our princip&a&ronic media activity is our television home ppimg business,
which uses on-air spokespersons to market bran& magnchandise and private label consumer prodticts a
competitive prices. Our live 24-hour per day tetemi home shopping programming is distributed prilpghrough
cable and satellite affiliation agreements andpilnehase of month-to-month full- and part-time &eagreements of
cable and broadcast television time. In additioa,distribute our programming through a company-afiod
power television station in Boston, Massachus®#is.also market and sell a broad array of merchartdi®ugh ou
internet retailing websites, www.shopnbc.com andwsatopnbc.tv.

We have an exclusive license from NBC Universat,,lknown as NBCU, for the worldwide use of an NBC-
branded name and the peacock image for a periadgimdMay 2011. Pursuant to the license, we ogevat
television home shopping network under the ShopNBd name and operate our internet website uhder t
ShopNBC.com brand name.

Television and Internet Retailing

Our principal electronic media activity is our li2d-hour per day television home shopping netwaodgmm.
Our home shopping network is the third largestislen home shopping retailer in the United Statésough our
merchandise-focused television programming, weaselide variety of products and services direalgdnsumers.
Sales from our television and companion interndisite business, including shipping and handlingneres, totale
$767,276,000, $755,302,000 and $680,592,000 repirged8% of consolidated net sales for fiscal 20006 and
2005. Products are presented by on-air televistonehshopping sales persons and guests; viewershaayall a
toll-free telephone number and place orders diyerith us or enter an order on the ShopNBC.com webdur
television programming is produced at our Edenrkrdilinnesota facility and is transmitted natidpalia satellite
to cable system operators, satellite dish owneds@our full power broadcast television station \WR/TV-46 in
Boston, Massachusetts.

Products and Product Mix

Products sold on our television network and intesth@pping website include jewelry, watches, corapuand
other electronics, housewares, apparel, cosme#esonal items and other merchandise. We believédving a
broad diversity of products appeals to a largenmsay of potential customers and is important togrowth. Our
product diversification strategy is to continued&velop new product offerings across multiple manctise
categories as needed in response to both cust@meardl and in order to maximize margin dollars e tin our
television home shopping and internet operation.
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The following table shows our television and intdrnet sales during the past three fiscal yearmguct

category:

Category Fiscal 200 Fiscal 200¢ Fiscal 200!
Jewelry 38% 3% 43%
Home product: 3% 37% 36%
Watches, apparel and ott 25% 24% 21%

Jewelry. Our jewelry merchandise assortment includes goltigemstone jewelry for men and women.

Home products. Home products consist of products for the homauding home electronics such as
televisions and computers, mattresses, lamps ded bobme furnishings.

Watches, apparel and otheiWatches, apparel and other consists of clothimgfaotwear for men and wome
as well as watches, cosmetics, health and bearsjtcoins, seasonal merchandise and other un&us.i

B. Business Strateg)

We endeavor to be positioned as a profitable anoviative leader in multi-channel retailing in thaitéd
States. The following strategies were pursued duigtal 2007 to increase revenues and profitgtalitd grow our
active customer base, for both television and imgesales: (i) continue to optimize our mix of pwoticategories
offered on television and the internet in ordeappeal to a broader population of potential custs(@) continue
the growth of our internet business through th@wuative use of technology and marketing effortehsas advance
search capabilities, personalization, internet jddfiliate agreements and internet-based aucimabilities;

(iii) obtain cost-effective distribution agreemefis our television programming with cable and Bigeoperators,
as well as pursuing other means of reaching cus®mueh as through webcasting, internet videosrgethet-
based broadcasting networks; (iv) increase theymtddty of each hour of television programmingrdhgh a focus
on television offers of merchandise that maximizesgin dollars per hour and marketing efforts wéase the
number of customers within the households curreettgiving our television programming; (v) contirtoeenhance
our television broadcast quality, programming, vitebfeatures and customer support; (vi) increaseatrerage ord
size through sales initiatives such as add-on satedinuity programs and warranty sales; and (giigrage the
strong brand recognition of the NBC brand name.

At the beginning of fiscal 2008, a new chief exeaibfficer and three new industry-experienced @eni
executives joined us. These new senior executireseaiewing our strategy for long-term growth @venues and
profits, in conjunction with the board of direct@sd other members of management, and will deveelolan for
improving our strategic focus during fiscal 2008n& of the key focus areas include: improving thet@mer
experience; retaining and growing the core custdrase of repeat customers; shifting the merchamdisend
price points to appeal to the core female custotmeadening the vendor base; and improving busidissfplines
and execution.

C. Television Program Distribution and Internet Operations
Television Home Shopping Network

Satellite Delivery of ProgrammingOur programming is presently distributed viaaskd communications
satellite transponder to cable systems, a full pdelevision station in Boston, certain other broast stations and
satellite dish owners. On January 31, 2005, weredt@to a new long-term satellite lease agreemithtour
present provider of satellite services. Pursuathédaerms of this agreement, we distribute ougmmming throug
a satellite that was launched in February 2006.aigreement provides us with preemptable back-upcssrif
satellite transmission is interrupted.

Cable Affiliation AgreementsAs of February 2, 2008, we have entered intdiatittn agreements with parties
representing approximately 1,400 cable systems¢iuatire each operator to offer our television hammepping
programming substantially on a full-time basis oWegir systems. The stated terms of the affiliation
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agreements typically ranged originally from thredwelve years. Under certain circumstances, tleeitdon
operators may cancel the agreements prior to éxgiration. The affiliation agreements generallgyide that we
will pay each operator a monthly access fee andketiag support payments based on the number of some
receiving our programming. Certain of the affilaatiagreements also required payment of one-tinialihunch
fees, which are capitalized and amortized on agtirdine basis over the term of the agreements.avéeseeking to
enter into affiliation agreements with additionelevision operators providing for full- or part-eéncarriage of our
programming.

A significant number of cable operators have sthrbeoffer cable programming on a digital basise Tise of
digital compression technology provides cable camgsmwith greater channel capacity. While greatanoel
capacity increases the opportunity for distributémml, in some cases, reduces subscriber fees paisl i also may
adversely impact our ability to compete for telévisviewers to the extent it results in higher atglrposition for u:
placement of our programming in separate programriérs, the broadcast of additional competitivaratels or
viewer fragmentation due to a greater number ofEnmming alternatives.

During 2007, there were approximately 112 milliamtes in the United States with at least one telaviset.
Of those homes, there were approximately 66 milliasic cable television subscribers and approxima& million
direct-to-home satellite subscribers or DTH. Horttedt receive our television home shopping programgmi
24 hours per day are each counted as one fullgopévalent, or FTE, and homes that receive ournarmging for
any period less than 24 hours are counted basetdarpanalysis of time of day and day of week thag@mmming i
received. We have continued to experience growthemumber of FTE subscriber homes that receive ou
programming.

As of February 2, 2008, we served approximately naillion subscriber homes, or approximately 68iBiom
average FTEs, compared with approximately 69.2anilbubscriber homes, or approximately 65.2 milkmerage
FTEs, as of February 3, 2007. As of February 28200r television home shopping programming was&adby
1,454 broadcasting systems on a full-time basisypared to 1,320 broadcasting systems on Febru&903,, and
60 broadcasting systems on a part-time basis fibr fixral years. The total number of cable homas phesently
receive our television home shopping programmimpgasents approximately 67% of the total numberable
subscribers in the United States. NBCU has theuska right to negotiate on our behalf for theritisttion of our
television home shopping service pursuant to thradef the strategic alliance between us, NBCU @RdCapital
Equity Investments, Inc. (now known as GE Comméf€isance — Equity, and referred to in this re@stGE
Equity) entered into in March 1999. See “Stratdg@tationships — Strategic Alliance with NBCU and G&uity
Strategic Alliance” discussed below.

Direct Satellite Service Agreement©ur programming is carried on the direct-to-hooreDTH, satellite
services DIRECTV and DISH Network. Carriage is-tithe and we pay each operator a monthly accedsaeed
upon the number of subscribers receiving our telemihome shopping programming. As of February0®82 our
programming reached approximately 28 million DTHhseribers on a full-time basis.

Other Methods of Program DistributionOur programming is also made available full-timé&C"-band
satellite dish owners nationwide and is made abkglto homes in the Boston, Massachusetts marlattbe air via
a full power television broadcast station ownedibylIn fiscal 2007 and fiscal 2006, our Boston, 8éahiusetts
station and “C"band satellite dish transmissions were respongibliess than 5% of our total consolidated netss

Internet Website

Our website, ShopNBC.com, provides customers whtoad array of consumer merchandise, including all
products being featured on our television programgmi he website includes a live webcast feed oftelevision
programming, an archive of recent past programmiittigos of many individual products that the custoan viev
on demand and clearance and auction sites.

Internet sales for fiscal 2007 increased at a greate than television sales over fiscal 200@&rh#t net sales
fiscal 2007 increased by 18% over internet netssaléiscal 2006, while television home shopping sades in fiscal
2007 decreased by 4% over television home shopmhgales in fiscal 2006. Sales from our website
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business, inclusive of shipping and handling reesntotaled $217,854,000, $184,139,000 and $14®06,7
representing 28%, 24% and 21% of consolidatedaies gor fiscal 2007, 2006 and 2005, respectivig.believe
that our internet business represents an impoctanponent of our future growth opportunities, arelwil
continue to invest in and enhance our internetdasapabilities.

Our e-commerce activities are subject to a numbgeperal business regulations and laws regardixation
and online commerce. As the role and importanee@immerce has grown in the United States in recsants,
there have been continuing efforts to increaséeth@l and regulatory obligations and restrictionccompanies
conducting commerce through the internet, primanilthe areas of taxation, consumer privacy antegtmn of
consumer personal information. These laws and atignls could increase the costs and liabilities@ased with
our e-commerce activities and increase the priaaioproducts to consumers, without an increasmiirrevenue or
net income. On October 31, 2007, the United Stavested a seven-year moratorium on internet atarss
extending a ban on internet taxes that was setgivseeon November 1, 2007. In addition, in Novemb@g2, a
number of states approved a multi-state agreeroesitriplify state sales tax laws by establishing onmiéorm
system to administer and collect sales taxes dlitivaal retailers and electronic commerce mercharie
agreement became effective on October 3, 2005 wth fewer than half of the states have become raenily
enacting implementation legislation. No predictcam be made as to whether individual states witetegislation
requiring retailers such as us to collect and resaliés taxes on transactions that occur over teeniet. Adding sale
tax to our internet transactions could negativeipact consumer demand.

The federal Controlling the Assault of Non-Soliditeornography and Marketing Act of 2003, or the GAN
SPAM Act, was signed into law on December 16, 2808 went into effect on January 1, 2004. The CAMEP
Act pre-empts similar laws passed by over thirtest, some of which contain restrictions or reguésts that are
viewed as stricter than those of the CAN-SPAM Adte CAN-SPAM Act is primarily an opt-out type latiat is,
prior permission to send e-maiblicitations to a recipient is not required, bukeipient may affirmatively opt out «
such future e-mail solicitations. The CAN-SPAM Aetjuires commercial e-mails to contain a clear and
conspicuous identification that the message isdarriisement or solicitation for goods or servifgsess the
sender obtains prior affirmative consent from thapient to receive such messages), as well asaa ahd
conspicuous unsubscribe function that allows recits to alert the sender that they do not desiredeive future
e-mail solicitation messages. In addition, the CBRAM Act requires that all commercial e-mail messaigclude
a valid physical postal address. We believe the €M Act limits our ability to pursue certain ditenarketing
activities, thus limiting our sales and potentiastomers.

Changes in consumer protection laws also may imaddéional burdens on those companies conducting
business online. The adoption of additional lawsegulations may decrease the growth of the inteynether
online services, which could, in turn, decreasediéimand for our products and services and increaseost of
doing business through the internet.

In addition, since our website is available overititernet in all states, various states may ctha we are
required to qualify to do business as a foreigpomtion in such state, a requirement that cowgdltén fees and
taxes as well as penalties for the failure to dyafiny new legislation or regulation, the applicat of laws and
regulations from jurisdictions whose laws do natrently apply to our business or the applicatiomxiting laws
and regulations to the internet and other onlimegises could have a material adverse effect orgthesth of our
business in this area.

D. Strategic Relationships

NBC Trademark License Agreement

On November 16, 2000, we entered into a tradenieekde agreement with NBCU pursuant to which NBCU
granted us an exclusive, worldwide license forretef ten years to use certain NBC trademarks,eemarks and
domain names to rebrand our business and corpuaate and website. We subsequently selected thesname
ShopNBC and ShopNBC.com.

Under the license agreement we have agreed, antbagthings, to (i) certain restrictions on usirgdemarks,
service marks, domain names, logos or other sondieators owned or controlled by NBCU, (ii) the
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loss of our rights under the license with respeagecific territories outside of the United Statethe event we fail
to achieve and maintain certain performance taiigetsch territories, (iii) not own, operate, ageudr expand our
business to include certain businesses without NB@tior consent, (iv) comply with NBC'privacy policies an
standards and practices, and (v) not own, opeaatpiire or expand our business such that one-thindore of our
revenues or our aggregate value is attributabbetin services (not including retailing servisesilar to our
existing e-commerce operations) provided over tibernet. The license agreement also grants to NB@Uight to
terminate the license agreement at any time updaioehanges of control of our company, in cer&inations
upon the failure by NBCU to own a certain minimuergentage of our outstanding capital stock onlg fliluted
basis, and certain other situations. On March 2872we and NBCU agreed to extend the term ofitems$e by six
months, such that the license would continue thnddgy 15, 2011, and to provide that certain chamgesntrol
involving a financial buyer would not provide thadis for an early termination of the license by NBC

Strategic Alliance with NBCU and GE Equity

In March 1999, we entered into a strategic allianith NBCU and GE Equity. Pursuant to the termshef
transaction, NBCU and GE Equity acquired 5,339 &ifres of our Series A Redeemable Convertible iPeefe
Stock between April 1999 and June 1999, and NBCWiggued a warrant to acquire 1,450,000 sharesrof o
common stock, known as the distribution warranit) an exercise price of $8.29 per share, undestatzlition anc
marketing agreement discussed below. In additienisasued to GE Equity a warrant, known as the imvest
warrant, to increase its potential aggregate ectitike (together with its affiliates, including NBLat the time of
exercise to approximately 40%. The preferred stedonvertible into an equal number of shares ofcommon
stock, subject to anti-dilution adjustments, haseadatory redemption on the tenth anniversarysagguance or
upon a change of control at $8.29 per share, jgaaties in dividends on the same basis as the constogk and has
a liquidation preference over the common stockamdother junior securities. On July 6, 1999, GhIEQ
exercised the investment warrant and acquired ditiaaal 10,674,000 shares of our common stoclafoaggrega
of $178,370,000, or $16.71 per share. Followingetkercise of the investment warrant, the combinedewsship of
our company by GE Equity and NBCU on a diluted bass approximately 40%. In February 2005, GE Emqotd
2,000,000 shares of our common stock to severghagers. In July 2005, GE Equity entered into agesds to sel
an additional 2,604,932 shares of our common stogkivately negotiated transactions to a numbedifiérent
purchasers; this sale was completed on Septemb@005. As of the end of fiscal 2007, GE Equity &RICU
currently have a combined ownership in our compafrgpproximately 29% on a diluted basis.

GE Equity Shareholder Agreement

In March 1999, we also entered into a shareholgereanent with GE Equity, which provides for certain
corporate governance and standstill matters. Taeehblder agreement (together with the certificdtgesignation
of the preferred stock) initially provided that &guity and NBCU would be entitled to designate et for two
out of seven members of our board of directoroag bs their aggregate beneficial ownership wésast equal to
50% of their initial beneficial ownership, and an&t of seven members so long as their aggrega&fibeh
ownership was at least 10% of the “adjusted outktanshares of common stock,” as defined in thesdt@der
agreement. The shareholder agreement also reqob@e®nsent of GE Equity prior to our entering iatty material
agreements with certain restricted parties (brostdoetworks and internet portals in certain limitgdumstances).
Finally, we are prohibited from exceeding cert&iresholds relating to the issuance of voting séesrover a
twelve-month period, the payment of quarterly dérids, the repurchase of common stock, acquisifionkiding
investments and joint ventures) or dispositionsl, #we incurrence of debt greater than the larg&46fmillion or
30% of our total capitalization. We are also prdteith from taking any action that would cause anyership
interest by us in TV broadcast stations from beitigbutable to GE Equity, NBCU or their affiliates

The shareholder agreement provides that duringtdrestill period (as defined in the shareholdeeagment),
subject to certain limited exceptions, GE Equitd &BCU are prohibited from: (i) any asset/ busineschases
from us in excess of 10% of the total fair markaiue of our assets; (ii) increasing their benefici@nership above
39.9% of our shares; (iii) making or in any waytfm#pating in any solicitation of proxies; (iv) degiting any
securities of our company in a voting trust; (wWnficng, joining or in any way becoming a member 613D Group”
with respect to any voting securities of our compdwi) arranging any financing for, or providingyafinancing




Table of Contents

commitment specifically for, the purchase of anting securities of our company; (vii) otherwiseiagt whether
alone or in concert with others, to seek to progoses any tender or exchange offer, merger, basinembination,
restructuring, liquidation, recapitalization or fim transaction involving us, or nominating anygmn as a director
of our company who is not nominated by the thewinigent directors, or proposing any matter to bedaipon by
our shareholders. If, during the standstill perialy inquiry has been made regarding a “takeoe@stction” or
“change in control,” each as defined in the shdddraagreement, that has not been rejected byaaedlof
directors, or the board pursues such a transacaifcgngages in negotiations or provides informata third party
and the board has not resolved to terminate swsttusisions, then GE Equity or NBCU may propose ta iesnder
offer or business combination proposal.

In addition, unless GE Equity and NBCU beneficiallyn less than 5% or more than 90% of the adjusted
outstanding shares of common stock, GE Equity aR@W shall not sell, transfer or otherwise dispokarty
securities of our company except for transfersto(gertain affiliates who agree to be bound byptwvisions of the
shareholder agreement, (ii) that have been cordémtey us, (iii) pursuant to a thinghrty tender offer, (iv) pursue
to a merger, consolidation or reorganization toolihwe are a party, (v) in a bona fide public dimttion or bona
fide underwritten public offering, (vi) pursuant®ule 144 of the Securities Act of 1933, or (vii)a private sale or
pursuant to Rule 144A of the Securities Act of 1,33®vided, that in the case of any transfer purstmclause (v)
or (vii), the transfer does not result in, to tWwledge of the transferor after reasonable inquainy other person
acquiring, after giving effect to such transfeméficial ownership, individually or in the aggregatith that
person’s affiliates, of more than 10% of the adjdsbutstanding shares of the common stock.

The standstill period will terminate on the eatlisoccur of (i) the ten-year anniversary of thargholder
agreement, (ii) our entering into an agreementulmatid result in a “change in control” (subjectr&nstatement),
(i) an actual “change in control,” (iv) a thindarty tender offer (subject to reinstatement) Wis{x months after G
Equity and NBCU can no longer designate any nonsine¢he board of directors. Following the expoatof the
standstill period pursuant to clause (i) or (v)ab@ndefinitely in the case of clause (i) and tyears in the case of
clause (v)), GE Equity and NBCU'’s beneficial owrndpsposition may not exceed 39.9% of our dilutetstanding
stock, except pursuant to issuance or exercisayofarrants or pursuant to a 100% tender offenforcompany.

On March 19, 2004, we agreed with NBCU and GE Bauitamend the shareholder agreement as follows:
(i) to increase the authorized size of our boardictors to nine from seven; (ii) to permit NB@dd GE Equity
together to appoint three directors instead oftiovour board of directors; and (iii) to provide tiNBCU and GE
Equity would no longer have the right to have itector-nominees serve on the audit, compensatiorominating
and governance committees, in the event the coewsitinust be comprised solely of “independent” ¢irscunder
applicable laws or Nasdaq regulations. In such,ddB€U and GE Equity would have the right to hameoaserver
attend all of these committee meetings, to thendxtermitted by applicable law or regulation.

GE Equity Registration Rights Agreement

Pursuant to the investment agreement, we enteted iregistration rights agreement with GE Equityviding
GE Equity, NBCU and their affiliates and any traarsks and assigns, an aggregate of five demarsireggins and
unlimited piggy-back registration rights.

NBCU Distribution and Marketing Agreement

We entered into a distribution and marketing agre@rwith NBCU dated March 8, 1999 that provides NBC
with the exclusive right to negotiate on our belfiatfthe distribution of our home shopping telesisprogramming.
NBCU may terminate the distribution agreement ifeméer into certain significant affiliation agreemeor &
transaction resulting in a change in control. Asipensation for these services, we agreed to paylN&Cannual
fee which is currently approximately $930,000 peary and issued NBCU 1,450,000 distribution wasanhe
exercise price of the distribution warrants wa2$ger share. In fiscal 2004, NBCU exercised aipoif the
original distribution warrants in a cashless exa@cquiring 101,509 shares of common stock. ¢alfi2005,
NBCU exercised all remaining original distributismrrants in a cashless exercise acquiring 281,déRienal
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shares of common stock. On March 28, 2007, we dgnéth NBCU to reduce the amount of the annualgfagable
to NBCU to the current rate of approximately $980,0

Polo Ralph Lauren/Ralph Lauren Media Electronic Camerce Alliance

In February 2000, we entered into an agreementRotb Ralph Lauren, NBCU, NBCi and CNBC whereby
parties created RLM, a joint venture formed for plaepose of bringing the Polo Ralph Lauren lifestgkperience 1
consumers via multiple media platforms, includintginet, broadcast, cable and print. During fi2f4l6, RLM wa:
owned 50% by Polo Ralph Lauren, 37.5% by NBCU asdffiliates and 12.5% by us. RLM’s primary busise
activity to date has been the operation of the ot website. Polo.com launched in November 20@0iraeciudes
an assortment of men’s, women'’s, children’s anddépnoducts across the Ralph Lauren family of braxsdwell as
unique gift items. In connection with the formati@hRLM, we entered into various agreements sefinth the
manner in which certain aspects of the businefi.M are to be managed and certain of the memivigists, dutie:
and obligations with respect to RLM. On March 2802, we sold our 12.5% ownership interest in RLMPado
Ralph Lauren for approximately $43.8 million.

Agreement for Services

In February 2000, RLM and our subsidiary VVI Fuifient Center, Inc., known as VVIFC, entered into an
agreement for services under which VVIFC providedain telemarketing, customer support and ful@imhservice
to RLM. On March 28, 2007, VVIFC and RLM enteretbian amendment to the agreement for servicesdirmyi
for certain changes to the agreement, includingtargtial extension of the term at RLM’s option. \Aficipate that
the services agreement will end in the first quastdiscal 2008 as RLM migrates to its own custorservice,
warehousing and fulfillment facilities.

E. Marketing and Merchandising
Television and Internet Retailing

Our television and internet revenues are genefeted sales of merchandise and services offeredigirmur
television home shopping programming and website.t€levision home shopping business utilizes félevision
24 hours a day, seven days a week, to create enadtive and entertaining atmosphere to descridbelamonstrate
our merchandise. Selected customers participat@dirlive conversations with on-air sales hosts@utésional on-
air guests. We believe our customers make purcheses] primarily on convenience, value, qualitynefchandise
and promotional offerings, including financing. Quurstomers are primarily women over the age of Bb an
annual household income in excess of $70,000. \Wedsde special programming at different times efday and
week to appeal to specific viewer and customerilesofWe feature announced and occasionally unaroeul
promotions to drive interest and incremental satesuding “Our Top Value,” a sales program thaittees one
special offer every day. We also feature other majul special promotional events and inventory+eleee sales.

Our merchandise is generally offered at or belomparable retail prices. We continually introducgne
products on our television home shopping prograchveebsite. Inventory sources include manufacturers,
wholesalers, distributors and importers. We intendontinue to promote private label merchandidgcivgenerall
has higher margins than branded merchandise.

ShopNBC Private Label and Co-Brand Credit Card Pragn

In the third quarter of fiscal 2006, we introdu@edew private label and co-branded revolving coreswredit
card program. The program is made available tquadlified consumers for the financing of purchasigsroducts
and services from ShopNBC and for the financingwthases from other retailers. The program isiofed to be
used by cardholders for purchases made primarilpdosonal, family or household use. The issuinikbathe sole
owner of the account issued under the program bsdrhs all losses associated with non-payment fhoiders.
The issuing bank pays fees to us based on the murhbeedit card accounts activated and on cardeisance a
customer is approved to receive a ShopNBC privadiellor co-branded credit card and the card isateil, the
customer is eligible to participate in our creditd rewards program. Under the rewards program,
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points are earned on purchases made with the aamdis at ShopNBC and other retailers where thieraneled card
is accepted. Cardholders who accumulate the reéguigmber of points are issued a $50 certificaterdwowards
the future purchase of ShopNBC merchandise. Théicate award expires after twelve months if ureeched. The
program provides a number of benefits to custorimeasidition to the awards program, including defdrbilling
options and other special offers. During fiscal 2@@dd fiscal 2006, customer use of the privatel labe cobrandec
cards accounted for approximately 20% and 17% otelavision and internet sales, respectively. \Wkele that
the use of the ShopNBC credit card furthers custdoyalty and reduces our overall bad debt exposumee the
credit card issuing bank bears the risk of bad dal#hopNBC credit card transactions.

Favorable Purchasing Terms

We obtain products for our direct marketing bussessfrom domestic and foreign manufacturers anglisup
and are often able to make purchases on favorabtestbased on the volume of products purchasedladrSome o
our purchasing arrangements with our vendors ircladentory terms that allow for return priviledes a portion
of the order or stock balancing. We generally dohave long-term commitments with our vendors, amariety of
sources are available for each category of merdébarsold. During fiscal 2007 products purchasethfome vendor
accounted for approximately 20% of our consolidatetisales. We believe that we could find alteugasiources fa
this vendor’s products if this vendor ceased supglynerchandise; however, the unanticipated losngflarge
supplier could impact our sales and earnings @mgobrary basis.

F. Order Entry, Fulfilment and Customer Service

Our products are available for purchase via ta@kftelephone numbers or our website. We maintain an
agreement with West Teleservices Corporation teigeus with telephone order entry operators fkinig of
customer orders. West Teleservices provides teliessrto us from a service site located in Omatelgriiska as
well as through home agents. At the present tineegavnot utilize any call center services basedseas.

We own a 262,000 square foot distribution faciiityBowling Green, Kentucky, which we use for the
fulfillment of all merchandise purchased and soldib.

The majority of customer purchases are paid byiteadd and debit cards. As discussed above, wataiaia
private label and a co-brand credit card prograimguthe ShopNBC name. Purchases made with the SBIGpN
private label credit card are non-recourse to us.al§o utilize an installment payment program calfaluePay,
which entitles customers to pay by credit cardckntain merchandise offered in two to five equahthty
installments. We intend to continue to sell merciisa using the ValuePay program due to its sigaific
promotional value. It does, however, create a tiediection risk from the potential inability t@ltect outstanding
balances.

We maintain a product inventory, which consistsnariily of consumer merchandise held for resale. The
product inventory is valued at the lower of averagst or realizable value, and we reduce our baléycan
allowance for excess and obsolete merchandisef Bslyuary 2, 2008 and February 3, 2007, we haernitory
balances of $79,444,000 and $66,622,000, respbctive

Merchandise is shipped to customers by the Unitate§ Postal Service, UPS, DHL, and Federal Expmess
other recognized carriers. We also have arrangeswetit certain vendors who ship merchandise diydctiour
customers after an approved customer order is psece

Customer service functions are performed and pseckby West Teleservices as well as by us. Ouousé
customer service functions are located in our BipoCenter, Minnesota facility.

Our return policy allows a standard 30-day refuadqa from the date of invoice for all customer ghases.
Our return rates have been approximately 32% to 888t the past three fiscal years. These retuas rate higher
than the average return rates reported by ourdaamapetitors in the television home shopping itdus
Management believes the higher return rate isgigrta result of (i) the significantly higher avgraselling prices c
our products as compared to the average sellimgpnf our competitors, and (ii) the fact that egéra higher
percentage of sales attributable to jewelry proglugoth of these characteristics are associatddhigher product
return rates. Management has been pursuing a nwhbétiatives to reduce the overall return rate.
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G. Competition

The direct marketing and retail businesses areyigdmpetitive. In our television home shopping and
e-commerce operations, we compete for custometsotliter types of consumer retail businesses, inmudud
traditional “brick and mortar” department storeiscount stores, warehouse stores and specialtgsstother
television home shopping and e-commerce retailiefsmercial companies; catalog and mail order letaiand
other direct sellers.

In the competitive television home shopping seat@ compete with QVC Network, Inc. and HSN, Inath
of whom are substantially larger than we are imgeof annual revenues and customers, and whoseapnogng is
carried more broadly to U.S. households than isppogramming. Both QVC and HSN are owned by lavggl-
capitalized parent companies in the media busingss,are also expanding into related e-commbrrsinesses. Tt
American Collectibles Network (ACN), the operatédewelry Television, also competes with us foeviion
home shopping customers in the jewelry categorgdudition, there are a number of smaller niche gaisand
startups in the television home shopping arena eamopete with us.

The e-commerce sector is also highly competiting, \&e are in direct competition with virtually alther
internet retailers, many of whom are larger, moed-+@stablished, more well-financed andhawve broader custom
bases. Certain of our competitors in the televisiome shopping sector have acquired internet bssése
complementary to their existing internet sites,shihmay pose new competitive challenges for usekample, the
parent company of HSN has acquired the internetbdausiness Ask Jeeves (now known as Ask.com)trend
parent company of QVC acquired Provide Commercepanator of retail websites.

We anticipate continuing competition for viewerslaustomers, for experienced home shopping pergdone
distribution agreements with cable and satellittesps, and for vendors and suppliers — not oniyftelevision
home shopping companies, but also from other corapdhat seek to enter the home shopping and ettestail
sectors, including telecommunications and cablepamies, television networks, and other establishtailers. We
believe that our success in the television hom@ing and e-commerce businesses is dependent amizen of
key factors, including (i) obtaining carriage ordditnal cable systems, and retaining our existiagiage, on
favorable terms, (ii) increasing the number of fehedds who purchase products from us, and (iiijgasing the
dollar value of sales per customer to our existingtomer base. We believe that we are positionedrtgpete
because of our established relationships with capégators. No assurance can be given, howevénvthwill be
able to acquire additional cable carriage or maintar current cable carriage at prices favorables.

H. Federal Regulation

The cable television industry and the broadcastidgstry in general are subject to extensive remrady the
FCC. The following does not purport to be a comgpimmary of all of the provisions of the Commuticoes Act
of 1934, as amended, known as the Communicatiohghfe Cable Television Consumer Protection Act@82
known as the Cable Act, the TelecommunicationscAdi996, known as the Telecommunications Act, beotaws
and FCC rules or policies that may affect our ofiena.

Cable Television

The cable industry is regulated by the FCC undeiGhble Act and FCC regulations promulgated theteyra:
well as by state or local governments with resp@certain franchising matters.

Must Carry. In general, the FCC’s “must carry” rules undex @able Act entitle analog full power television
stations to mandatory cable carriage of their $gra no charge, to all cable homes located wiglaich station’s
broadcast market provided that the signal is ofjaed#e strength, and the cable system must carigraged
channels available. FCC rules currently extendlainsiable must carry rights to the primary vided an
programming-related material of new televisionisteg that transmit only digital television signadsd to existing
television stations that return their analog speutand convert to digital operations. Cable prorstebligation to
provide must carry rights to full power televisistations after the close of the transition to digi¢levision is
discussed below in “Federal Regulation — Advancelkvision Systems.” In addition, certain aspects
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of the must carry rights of stations transmittingitdl television signals now, as well as after tresmission to
digital television, remain subject to pending FQGgeedings.

The FCC has also been asked to reevaluate itsed@88sion of must carry rights to predominantly kom
shopping television stations. Although this requess filed over ten years ago, in May 2007 the F&30ed a publ
notice seeking additional comment on the requdst. comment period in response to the FOfliblic notice close
in August 2007, and the proceeding remains pendihgre can be no assurance the FCC will upholdigin of
home shopping television stations to be eligiblenfiaist carry in the future. In addition, under @a&ble Act, cable
systems may petition the FCC to determine thaatiostis ineligible for must carry rights becau$¢he station’s
lack of service to the community, its previous remniage or other factors. The unavailability of mearry rights to
our existing or future stations would likely subydtally reduce the number of cable homes that cbeldeached by
any full power television station that we own orynaequire or on which we might provide programming.

Cable Leased Access

The Cable Act and the FCC'’s rules provide unatfiihcable programmers such as us with certaingright
lease channels from cable operators. In Februad8,26e FCC released an order revising its lease€élsa rate
formulas and policies. The FCC declined, howeweextend at this time the revised lease access aatd policies
to home shopping programmers, such as us, and pthgrammers that predominantly transmit saleseptasions
or program length commercials and infomercialstdad, the FCC deferred resolution of that issué iiicompletes
a further proceeding, on which it solicited comnsert number of parties, including us, have sougéidgjal review
of various aspects of the FQ&February 2008 order, and those appeals havedoesnlidated before the U.S. Cc
of Appeals for the Sixth Circuit where they rempanding. We also have filed comments in responsiest&CC’s
further notice. There can be no assurance as toutteme of this litigation or of the FCC’s ongoipgpceeding
considering whether to extend the revised leasesaa@tes and policies to home shopping programith®ugh
no prediction can be made at this time, it is goedhat in the future it will become more diffittibr us to lease
channels from cable operators because other prageasnwill occupy the required leased access slots articula
cable system.

Broadcast Television

General. Our acquisition and operation of television stasi is subject to FCC regulation under the
Communications Act. The Communications Act prolsiltite operation of television broadcasting statexcept
under a license issued by the FCC. The statute wersadhe FCC, among other things, to issue, reaokkmodify
broadcasting licenses, adopt regulations to cartyhe provisions of the Communications Act and asg penalties
for violation of such regulations. Such regulatiampose certain obligations with respect to thegpgronming and
operation of television stations, including requmients for carriage of children’s educational arfdrimational
programming, programming responsive to local pnoisieneeds and interests, advertising upon reqydsghlly
qualified candidates for federal office, closedtaapng, and other matters. In addition, FCC ryleshibit foreign
governments, representatives of foreign governmaiiens, representatives of aliens and corporatom
partnerships organized under the laws of a foreajion from holding broadcast licenses. Aliens raay up to
20% of the capital stock of a licensee corporatmrgenerally up to 25% of a U.S. corporation, vahio turn, has a
controlling interest in a licensee.

Full Power Television StationIn April 2003, one of our wholly owned subsidesiacquired a full power
television station serving the Boston, Massachsisetirket. On April 11, 2007, the FCC granted ounliaption for
renewal of the station’s license.

Broadcast Multiple Ownership LimitsMany of our existing and potential competitors Erger and more
diversified than we are, or have greater finanerarketing, merchandising and distribution resosiré@ January
2004, Congress passed legislation that would afldglevision broadcaster to own local televisi@tishs reaching
39% of the nation’s households, up from the presi8t% limit, and these limits have been codifiedh®s/FCC. In
June 2003, the FCC adopted rules that would hawefisiantly relaxed certain other limits and rediins on media
ownership. Among other changes, the FCC relaxeuliés governing the common ownership of more than
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one television station in any given market. In Ja@e4, the U.S. Court of Appeals for the Third Giténvalidated
these revised media ownership rules on the grduwetdtie FCC had failed to provide a sufficientificstion for the
relaxed ownership limitations and restrictions, atayed the new rules pending further FCC procegsdamd
subsequent judicial review. In June 2006, the F&30dd a further notice of proposed rulemaking,ragegking
comment on potential changes to its media ownersitgs. In February 2008, the FCC issued a repattoader tha
made limited changes to its rules governing newsphmadcast cross ownership. It made no changéesdather
rules. A number of appeals of that decision havenb@ought, and it is possible that, as a resutade appeals,
new rules will be adopted that result in increaseasolidation in the broadcast industry, makingdtre difficult for
us to compete.

Alternative Technologies

Alternative technologies could increase the tydesdeo program delivery systems on which we magkse
carriage. Three direct broadcast satellite systaros/n as DBS currently provide service to the publccording tc
FCC statistics, the number of DBS subscribers naes to increase, and as of June 2006, 29% of holase
received their video programming via DBS systenmdess has enacted legislation designed to teilihe
delivery of local broadcast signals by DBS opestord thereby to promote DBS competition with calyltems. |
addition, another new technology permits the vignoflive linear cable television channels throligbadband-
connected personal computers, laptops and mobiieate without the need for a physical cable-bogpecial
software. We currently broadcast our live prograngrthrough a dedicated website, ShopNBC.tv as agelhrougt
BiggyTV.com.

Advanced Television Systems

Technological developments in television transmoissvill make it possible for the broadcast and moadcast
media to provide advanced television services,ithtalevision services using digital or other athed
technologies. The FCC in late 1996 approved aaitgtevision technical standard known as DTV taibed by
television broadcasters, television set manufartutee computer industry and the motion pictudsiry. This
DTV standard allows the simultaneous transmissfanudtiple streams of digital data on the bandwidtesently
used by a normal analog channel. It is possiblr@adcast one or more high-definition channels wislial and
sound quality superior to present-day televisiosemeral standard-definition channels with digi@alnd and
pictures of a quality slightly better than presefvision, or one high-definition and one or mstandarddefinition
channels; to provide interactive data serviceduding visual or audio transmission, on multipl@chels
simultaneously; or to provide some combinationhefse possibilities on the multiple channels allowedTV.

As part of the nationwide transition from analogligital broadcasting, each full power televisidation has
been granted a second channel by the FCC on wiclitiate digital operations. On February 1, 2006ngress
passed a law setting a final deadline for the Divisition of February 17, 2009, by which broadaasteust
surrender their analog signals and broadcast antheair allotted digital frequency. We commencedragions on
our digital channel in May 2003. While broadcastreently do not have to pay to obtain digital mhels, the FCC
has ruled that a television station that receivespensation from a third party for the ancillarysapplementary u:
of its DTV spectrum (e.g., data transmission oripagervices) must pay a fee of 5% of gross reveneeeived.
The FCC has rejected a proposal that fees be irdpeken a DTV broadcaster receives payment for inétting
home shopping programming, although it left openghestion whether interactive home shopping prograg
might be treated differently. It is not yet cleanather and how television broadcast stations willble to profit by
the transition to DTV, how quickly the viewing pibWill embrace the cost of new digital televisisets and
monitors, or how difficult it will be for viewers o do not do so to continue to receive televisimratcasts,
whether through cable or DBS service or over the ai

As noted above, the FCC’s must carry rules geneeallitle analog full power television stationstiandatory
cable carriage of their signals, at no chargelltcable homes located within each station’s destigd market area,
or DMA. After the end of the digital transition #009, the FCC has determined that full power tsiewi stations
will be entitled to mandatory cable carriage ofitligital signals. In November 2007, the FCC reksha decision
providing that cable operators will be requiregtovide those broadcast station signals to subswrilwith analog
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television receivers in a viewable format at noitdidal charge to the subscriber and at no costedroadcast
station. These rules will remain in force until Redry 2012, and are subject to extension by the.FiC&ddition,
the FCC has confirmed that after the transitiobJeaperators will only be obligated to carry thémary video and
programming-related material of digital televisigtation’s signals and are not required to carry@ithe stations’
additional programming streams. Petitions for retteration of that decision remain pending at t6€F

As part of this transition to digital televisioet spectrum currently used by broadcasters tratisgidn
channels 52-69 will be transitioned to use by nereless and public safety operators. Some broadtatsbns,
including our station in the Boston, Massachusetisketplace, originally were granted a digital aelrallocation
within this spectrum. Under FCC rules, althoughistes awarded digital channels between channe8269 may
use those channels until the close of the DTV ttians they must either seek an alternative digitzinnel below
channel 52 on which to transmit their digital sigoiatransition their digital operations to theiradog channel. On
August 6, 2007, the FCC issued a decision gramingequest to use channel 10 as our digital tel@vichannel
after the close of the DTV transition. On March 2608, the FCC granted our application for a camsiton permit
for our post-transition facility on channel 10. \elieve that our operations on channel 10 will ptews with
coverage that is equivalent to or exceeds our otio@verage.

Telephone Companies’ Provision of Programming Sees

The Telecommunications Act eliminated the previstagutory restriction forbidding the common ownéosbf
a cable system and telephone company. Verizon, AT&West, and a number of other local telephone eones
are planning to provide or are providing video &y through fiber to the home or fiber to the hegrhood
technologies, while other local exchange carrieesusing video digital subscriber loop technoldgypwn as
VDSL, to deliver video programming, high-speed int access and telephone service over existingerop
telephone lines. In March 2007 and November 208¥ HCC released orders designed to streamline eytrarrier:
by preempting the imposition by local franchisingherities of unreasonable conditions on entry.ufnber of
franchising authorities have sought judicial reviefithe March 2007 order, and those cases havedwelidated
before the U.S. Court of Appeals for the Sixth Girevhere they remain pending. In addition, a nundigarties
have requested that the FCC reconsider various@spithe March 2007 and November 2007 orders tlaosk
requests also remain pending. No prediction cam&ee as to the deployment schedules of these taleph
companies, the success of their technologies,eir dility to attract and retain customers.

Regulations Affecting Multiple Payment Transactions

The antitrust settlement between MasterCard, VIBéapproximately 8 million retail merchants raisegtain
issues for retailers who accept telephonic ordaasitvolve consumer use of debit cards for mugtipd continuity
payments. A condition of the settlement agreemsmtiged that the code numbers or other means tihdigshing
between debit and credit cards be made availabteetchants by VISA and MasterCard. Under FederatRe
Board regulations, this may require merchants tainlzonsumersivritten consent for preauthorized transfers w
the merchant is aware that the method of paymemtisbit card as opposed to a credit card. Weusetieat debit
cards are currently being offered as the paymemitieein approximately 30% of our transactions WA and
MasterCard. Effective February 9, 2006, the Fedeeslerve Board amended language in its officialroentary to
Regulation E by removing an express prohibitiorttanuse of taped verbal authorization from conssrasr
evidence of a written authorization for purposethefregulation. There can be no assurance thapl@me with
the authorization procedures under this regulatidimot adversely affect the customer experientplacing orders
or adversely affect sales.

I. Seasonality and Economic Sensitivity

Our businesses are subject to seasonal fluctuatitinthe highest sales activity normally occurrohgring our
fourth fiscal quarter of the year, primarily Noveentthrough January. Our businesses are also sentitgeneral
economic conditions and business conditions afigatbnsumer spending. Additionally, our televisamience
(and therefore sales revenue) can be significamghacted by major world or domestic events, whinled audienc
attention away from our programming.
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J. Employees

At February 2, 2008, we had approximately 1,100leyges, the majority of whom are employed in cugom
service, order fulfillment and television productidApproximately 21% of our employees work partdiriVe are
not a party to any collective bargaining agreemstit respect to our employees. Management consitters
employee relations to be good.

K. Executive Officers of the Registrani

Set forth below are the names, ages and titleseopérsons serving as our executive officers.

Name Age Position(s) Helc

Rene G. AiL 58 President and Chief Executive Officer and Dires

Frank P. Elsenba 42 Senior Vice President and Chief Financial Offi

Nathan E. Fagr 52 Senior Vice President, General Counsel & Secre

Glenn K. Leidah 59 Chief Operating Office

Terry T. Curtis 49 Senior Vice President — Customer Analytics and Sale
Planning

John D. Gunde 58 Senior Vice Presidel— Media & Or-Air Sales

Geoffrey Smitfr 42 Vice Presiden— Internet & Marketing

Rene G. Aijoined us as President and Chief Executive Offieéarch 2008. From July 2005 until she
accepted her position with ShopNBC, Ms. Aiu seraedn independent consultant and provided new éssin
development services in the television shoppingiatatactive television areas to major corporaients, including
InterActive Corporation and Liberty Global Inc. Fralanuary 2004 until June 2007, she also was etdiref
Jupiter SHOP Channel Japan. From February 2008dghrMay 2005, Ms. Aiu was the President and Chief
Executive Officer of Parti-TV Japan, a venture dfdrty Global Inc. and Sumitomo Corporation througipiter
TV, Japan. From April 2000 through February 2003, Kiu was the President and Chief Executive Offafe
Jupiter SHOP Channel Japan, and was promoted fmo#igon of Chairman and Chief Executive Officearfi
February 2003 through December 2003. Before joidingjter SHOP Channel Japan, Ms. Aiu worked inotei
capacities as an international business consuitahe television shopping arena and from Febrd@82 through
July 1995 was Senior Vice President of MarketiraeS, Programming & Production at Home ShoppingMdek.
Prior to her position at Home Shopping Network, M held senior level management positions at JQBg
Television Shopping Network, Cable Value Networkjet later merged with QVC, and Twentieth CentuoxF
From time to time in her professional career, idioig since July 2005, Ms. Aiu worked on various 3hopping
related projects in a consultancy capacity aciosgtobe with TCI International, HSN Internatiomaald Liberty
Global.

Frank P. Elsenbasterved as our Vice President of Financial Planaimd) Analysis from September 2003 to
October 2004, when he became Vice President aref Emancial Officer. Mr. Elsenbast was promote&amior
Vice President in May 2006. Mr. Elsenbast has d@years of corporate finance, operations anafysispublic
accounting experience. From May 2001 to Septemb@38,2he served as Finance Director and from May 260
May 2001 he served as Finance Manager at our compaior to joining us, Mr. Elsenbast served inioas
analytical and operational roles with The Pillsb@gympany from May 1995 through May 2000. Mr. Elszsths a
CPA and began his career with Arthur Andersen, LLP.

Nathan E. Fagrgoined us as Senior Vice President, General CowarsgSecretary in May 2000. From 1996 to
2000, Mr. Fagre was Senior Vice President and Gé@ounsel of Occidental Oil and Gas Corporatiohds
Angeles, California, the oil and gas operating &liasy of Occidental Petroleum Corporation. Fron®3%o 1996,

Mr. Fagre held other positions in the legal departtvat Occidental. His previous legal experiencéuthed
corporate and securities law practice with thefiams of Sullivan & Cromwell in New York and GibspBunn &
Crutcher in Washington, D.C. Mr. Fagre served @nlibard of Ralph Lauren Media, L.L.C. as our repnéstive
from October 2004 through April 2007. In additidfr. Fagre is a director, member of the executiv@mmittee and
chair-elect of the Electronic Retailing Associatian industry association serving the televisioméshopping,
e-commerce, infomercial and electronic direct-resgoindustry.
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Glenn K. Leidahjoined us as Chief Operating Officer in April 20@3nce 1994, Mr. Leidahl served as
Managing Director of GLK Management Consulting, L where he and his associates provided consultidg a
bridge management services in the launch and opereatttelevision and web shopping ventures for QVC
Sportsfair America, HSN, and Liberty Media. Mr. tahl also served as Director of Planning and Deraknt and
then Vice President of Affiliate Relations for CatMalue Network, a 24-hour television home shoppietyvork,
from 1986 through its sale to QVC in 1990. Follogvihe sale, Mr. Leidahl served as a consultantM€ @
integrate the marketing programs of the two statidfr. Leidahl also served as the President of Miasg Inc.,
which provides product and fundraising servicethonon-profit sector, as General Manager for Genina., a
marina and restaurant complex, and as Chief Operé&ificer of Watkins Inc., a national multilevebnketing
company.

Terry T. Curtigoined us in April 2008 as Senior Vice PresidentCustomer Analytics and Sales Planning.
From August 2005 to October 2007, Mr. Curtis serashief Financial Officer at Liberty Global's Jigp SHOP
Channel Japan until the company was sold. From 20604 to August 2005 Mr. Curtis was Senior Vicesitfent of
Finance International for HSN and Vice Presiderfiofince International from April 2000 to Janua®@2. From
January 2002 to June 2004, Mr. Curtis served asfEmancial Officer and Chief Operating Officertébme
Shopping Europe, AG, a German tele-shopping, e-cero@subsidiary of IAC/HSN. Prior to April 2000, Mr. Cis
held senior manager roles at The Timberland CompadyHoneywell Bull.

John D. Gundejoined us in April 2008 as Senior Vice Presidentedia & On-Air Sales. From January 2000
to March 2008, Mr. Gunder operated his own consglbusiness, offering client services to LiveShdptherlands
IAC, Liberty Global, and Jupiter SHOP Channel. Frapril 1996 to December 1998, Mr. Gunder held selguel
positions at TCI International’s Jupiter SHOP Chelrilapan, including General Manager of Productiah a
Executive Producer. Prior to April 1996, Mr. Gunees Vice President of Production Design and Sgylor HSN
and started his home shopping career with the J@&Refelevision Shopping Channel in Hollywood asaiive
Director and Special Project Director.

Geoffrey Smitloined us as Vice President of ShopNBC.com in At@096. Prior to joining, from June 2005
to July 2006 Mr. Smith was Senior Vice Presidentiedactive Commerce for the Shop At Home netwodiyvasion
of E.W. Scripps Company where he was responsiblerftne commerce for Shop At Home, Food Networbr&t
and the HGTV and DIY Stores. From June 2000 to BI@Y5 Mr. Smith served as President, Internet Dovigor
Creative Catalog Corp. From November 1997 to May020e served as Vice President of Retail for Higkearms
and from September 1996 to October 1997 servedrastbr of the AOL Shopping Channel for America @al

L. Available Information

Our annual report on Form 10-K, quarterly reports=orm 10-Q and current reports on Form 8-K, and
amendments to these reports if applicable, ardadblaj without charge, on our Investor Relationdsie as soon :
reasonably practicable after they are filed eledtaly with the Securities and Exchange Commissfoopies also
are available, without charge, by contacting the&sal Counsel, ValueVision Media, Inc., 6740 Shé@dk Road,
Eden Prairie, Minnesota 55344-3433.

Our Investor Relations internet address is www enakionmedia.com. The information contained on and
connected to our Investor Relations website igmawrporated into this report.

Item 1A. Risk Factors

In addition to the general investment risks andséhtactors set forth throughout this document udirig those
set forth under the caption “Cautionary Statemenn€erning Forward-Looking Information,” the follomg risks
should be considered regarding our company.

We have a history of losses and a high fixed cgs¢mting base and may not be able to achieve ornten
profitable operations in the future.

We experienced operating losses from continuingaifmms of approximately $23.1 million, $9.5 mili@nd
$18.6 million in fiscal 2007, 2006 and 2005, respety. While we reported net income per basic ditigted share
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in fiscal 2007, this was due to the $40.2 milliompax gain we recorded on the sale of our equigrest in Ralph
Lauren Media, LLC, operator of the polo.com web3sitée reported a net loss in fiscal 2006 and 200&r& is no
assurance that we will be able to achieve or maimnfitable operations in future fiscal years.

In addition, our television home shopping busirgssrates with a high fixed cost base, primarilyeini by
fixed annual fees under multi-year contracts withle and satellite system operators to carry cogramming. In
order to operate on a profitable basis, we mustread maintain sufficient annual sales revenuesver our high
fixed cost base and/or negotiate a reduction gabét structure. In the event we do not achieveerpected sales
revenue targets or experience an unanticipatedhe@eial sales, our ability to reduce operating exesrin the near
term will be limited by the fixed cost base. Inttbase, our earnings and growth prospects coultibersely
affected.

A majority of our cable and satellite distributioagreements are scheduled to expire at the end @&8énd it
may be difficult or more costly to renew these agmeents for additional terms.

We have entered into affiliation agreements thptasent approximately 1,400 cable systems thainegach
operator to offer our television home shopping paogming substantially on a full-time basis oveiittlsgstems.
The stated terms of the affiliation agreementsdgity ranged originally from three to twelve yeddsider certain
circumstances, the television operators may caheehgreements prior to their expiration. If thageeements are
terminated, the termination may materially or adeér affect our business. Cable and satelliteibigion
agreements representing a majority of the totalecabd satellite households who currently receivetelevision
programming are scheduled to expire at the en®082While we and NBCU, as our agent, have begserudsions
with certain cable and satellite system operategsmding extensions or renewals of these agreementssurance
can be given that we will be successful in negotiptenewal contracts with all the existing systearshat the
financial and other terms of renewal will be onegatable terms. Failure to successfully renew ogeregreements
covering a material portion of our existing calme @atellite households on acceptable financialcthdr terms
could adversely affect our future growth, salesemies and earnings unless we were able to arrangéidrnative
means of broadly distributing our television pragraing. In addition, unless we and NBCU mutuallyesgon an
extension of the distribution and marketing agresnos@der which NBCU acts as our agent, this agre¢ml
expire in March 2009 and this could adversely dfter ability to increase our program distribution.

We may be required to issue substantial numbers@®fv warrants to NBCU in fiscal 2008 and 2009 in
connection with successful renewals of cable andedigte distribution agreements.

Under our 1999 marketing and distribution agreemsétit NBCU, we may be required to issue a substainti
number of new warrants to NBCU upon their succesefgotiation of cable and satellite distributiagreements for
us, under a detailed formula outlined in the ageiif NBCU is able successfully to negotiate weals of all or a
substantial portion of our existing distributiorreagments that expire in 2008 within the financelgmeters we
have established and with terms of three yearsrgdr, they could be entitled to receive additiomafrants to
purchase shares of our common stock under a forfautlined in the 1999 marketing and distributi@reement)
that includes factors such as the number of sulrsricovered by the renewal, the length of the distribution
agreement and the market price of our common sibthke time the renewal agreement is effective s€lvearrants
would contain a cashless exercise feature.

Mandatory redemption of our Preferred Stock coul@e a material impact on our liquidity and cash
resources.

Our Class A Redeemable Convertible Preferred Sgstled to GE Equity may be redeemed upon certain
changes in control of our company and, in any eveay be redeemed in March 2009 upon the ten-yedversary
of its issuance (unless previously converted imimmon stock). If we are unable to generate posdash flow or
obtain additional capital prior to any such redeomtthe requirement that we pay cash in connedtitim such
redemption may have a material impact on our liduiand cash resources. The aggregate redemptgirotall the
preferred stock is $44,264,000. We ended fiscaV 20th cash and cash equivalents and short-teresinvents of
$59,078,000, with long-term investments of $26,806,and no long-term debt. The preferred stockahas
redemption price of $8.29 per share and is corhlertin a one-for-one basis into our common stoc#, a
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accordingly, if the market value of our stock is/ér than the redemption price immediately priothi® redemption
date, GE Equity may choose to redeem its sharpeeférred stock rather than exercise its rightoioversion into
common stock. We intend to discuss with G.E. Eqaitgrnatives to a possible redemption but thermiassurance
that any such alternative will be agreed to byn @.E. Equity. On April 16, 2008, the trading daynediately
preceding the date of this Annual Report on ForaiK1the closing price of our common stock on the NMQ
Global Trading System was $5.00.

NBCU and GE Equity have the ability to exert sigiént influence over us and have the right to digapve of
certain actions by us.

As a result of their equity ownership in our compaldBCU and GE Equity together are currently ougésst
shareholder and have the ability to exert significgafluence over actions requiring shareholderapal, including
the election of directors, adoption of equity-basethpensation plans and approval of mergers or stgaificant
corporate events. Through the provisions in theedt@der agreement and certificate of designatiortitfe preferre
stock, NBCU and GE Equity also have the right sagprove of certain major corporate actions bycoanpany (as
discussed under “Business — Strategic Relationshifihareholder Agreement” above).

In addition, because NBCU has the exclusive rightegotiate for the distribution of our televisioome
shopping programming, NBCU exercises significamttica on our ability to maintain or increase ouogram
distribution.

Loss of the NBC branding license would require wsgursue a new branding strategy that may not be
successful and may incur significant additional expse.

We have branded our television home shopping n&tand internet site as ShopNBC and ShopNBC.com,
respectively, under an exclusive, worldwide licegsagreement with NBCU for the use of NBC tradersaskrvice
marks and domain names that continues until Mayl 2@% do not have the right to automatic renew#hatend of
the license term, and consequently may be reqtoredrsue a new branding strategy which may natsbe
successful as the NBC brand with current or paaéntistomers, and which may involve significantiiddal
expense. In addition, there are limitations andd@@ns to our use of the license, which may urzgtain
circumstances restrict us from pursuing busineg®xpnities outside of our current scope of opereti NBCU als:
has the right to terminate the license prior toghd of the license term in the event of a bregchsoof the terms of
the license agreement or upon certain changesmfatpas outlined in greater detail in “BusinessStrategic
Relationships — NBC Trademark License Agreementvab

Intense competition in the general merchandise riéiteg industry and particularly the live home shojmg and
e-commerce sectors could limit our growth and reduaur profitability.

As a general merchandise retailer, we competediosumer expenditures with other forms of retailiesses,
including department, discount, warehouse and afigatores, television home shopping, e-commeusiniesses,
mail order and catalog companies, and other dielétrs. The home shopping industry is highly cotitige, with
the two largest competitors being HSN and QVC. @wd HSN offer home shopping programming similaouo
programming, and are well established, reach afgigntly larger percentage of United States tedmn household
than we do, and in many markets have more favoididenel locations than we have. QVC is owned logity
Media Corp., while HSN is a wholly owned subsidiafyinterActiveCorp. Liberty Media and InterActive@ are
larger, more diversified and have greater financrerketing and distribution resources than us. ifiteznet
retailing industry is also highly competitive, wittumerous e-commerce websites competing in eveuot
category we carry, in addition to the websites afest by the other television home shopping comgaiiieis
competition in the internet retailing sector makesore challenging and expensive for us to attneet customers,
retain existing customers and maintain desiredsgnuargin levels.
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We may not be able to maintain our satellite sergdn certain situations, beyond our control, whichay cause
our programming to go off the air for a period ofmhe and incur substantial additional costs.

Our programming is presently distributed to calyltems, full power television stations and satelish
owners via a leased communications satellite tramdgr. In the future, satellite service may berinfgted due to a
variety of circumstances beyond our control, suiskatellite transponder failure, satellite fuelld&pn,
governmental action, preemption by the satellitgise provider, solar activity and service failufde agreement
provides us with preemptable back-up service Elit transmission is interrupted. However, thesa be no
assurance if satellite transmission is so integdphat we will be able to utilize existing back{wansponder or
satellite capacity. In the event of any transmissigerruption, we may need to enter into new ageaments,
resulting in substantial additional costs and tiability to broadcast our signal for some periodimie.

The FCC may limit must-carry rights, which would ipact distribution of our television home shopping
programming and might impair the value of our Bostd-CC license.

The Federal Communications Commission, known a& @€, issued a public notice on May 4, 2007 stating
that it was updating the public record for a petitfor reconsideration filed in 1993 and still pgmgpbefore the FC(
The petition challenges the FCC'’s prior determorato grant the same mandatory cable carriagenfoist-carry™)
rights for TV broadcast stations carrying home gtiog programming that the FCC'’s rules accord t@pifv
stations. The time period for comments and repiroents regarding the reconsideration closed in Aug007,
and we submitted comments supporting the contionatf must-carry rights for home shopping statidhthe FCC
decides to change its prior determination and withdmust-carry rights for home shopping stationa essult of
this updating of the public record, we could losie current carriage distribution on cable systemihiee markets:
Boston, Pittsburgh and Seattle, which currentlystitute approximately 3.2 million full-time equivadt households,
or FTE’s, receiving our programming. We own the tBogelevision station and have carriage contradts the
Pittsburg and Seattle television stations. In aaldjtif mustearry rights for home shopping stations are withatrait
may not be possible to replace these FTE’s on cawially reasonable terms and the carrying valueurfBoston
television station ($31.9 million) may become plyi impaired.

We may be subject to product liability claims fon air misrepresentations or if people or propertiase harmec
by products sold by us.

Products sold by us and representations relatétese products may expose us to potential lialdiltgn claims
by purchasers of such products, subject to outgjgh certain instances, to seek indemnificatigaiast this liability
from the suppliers or manufacturers of the produataddition to potential claims of personal ijuwrongful deatl
or damage to personal property, the live unscripsgdre of our television broadcasting may suhjedb claims of
misrepresentation by our customers, the FederaleT€ommission and state attorneys general. We aijr#nd
have generally required the manufacturers and wsrafchese products to carry, product liabilitylarrors and
omissions insurance. There can be no assurancev¢hatll maintain this coverage or obtain additiboaverage on
acceptable terms, or that this insurance will ptevadequate coverage against all potential claimesen be
available with respect to any particular claim. fehalso can be no assurance that our suppliergavitinue to
maintain this insurance or that this coverage bélladequate or available with respect to any pdaticlaims.
Product liability claims could result in a mater@verse impact on our financial performance.

Our ValuePay installment payment program could letmisignificant unplanned credit losses if our crigdoss
rate was to deteriorate.

We utilize an installment payment program calledu¢®ay that entitles customers to purchase merit@adc
generally pay for the merchandise in two to fiveaqnonthly installments. As of February 2, 2008hae
approximately $100 million due from customers unitherVValuePay installment program. We maintainvedinces
for doubtful accounts for estimated losses regulfiom the inability of our customers to make regdipayments.
While credit losses have historically been withir estimates for such losses, during fiscal 20@ saw a
significant increase in bad debt write offs dué¢h® recent deterioration of consumer credit. Hetlezre is no
guarantee that we will continue to experience #mescredit loss rate that we have in the pastairidisses will not
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continue to increase or not be within current mimrns. A continued significant increase in our @rksses could
result in a material adverse impact on our findrmésformance.

We may be subject to claims by consumers and statkfederal authorities for security breaches invaig
customer information, which could materially harmus reputation and business.

In order to operate our business we take ordersdpproducts from customers. This requires ustain
personal information from these customers includireglit card numbers. Although we take reasonafudie a
appropriate security measures to protect custonfi@mnation, there is still the risk that externalmernal security
breaches could occur. In addition, new tools asdalieries by third parties in computer or commuitos
technology or software or other developments mayiti@e or result in a future compromise or breatiour
computer systems. Such compromises or breaches @sullt in significant liability or costs to uofn consumer
lawsuits for monetary redress, state and fedethbaities for fines and penalties, and could atsmito interruptior
in our operations and negative publicity causingage to our reputation and limiting customers’ wghess to
purchase products from us. Recently, a major disicaiailer and a credit reporting agency expeegértbeft of
credit card numbers of millions of consumers résglin multi-million dollar fines and consumer dethent costs,
FTC audit requirements, and significant internahaudstrative costs.

The expansion of digital cable systems may advergapact our ability to compete for television viers.

The majority of cable operators now offer cablegpamming on a digital basis. While the growth dfitdil
cable systems may over time make it possible fopoogramming to be more widely distributed and &iwer cos!
there are several risks as well. First, as cabéaiprs move our network from analog to digitalsjeve experience
a loss of viewers, since at the current time lkags half of all cable television subscribers chaosalso subscribe 1
the digital tier. Second, we could experience aicidn in the growth rate or an absolute declinsales per digital
tier subscriber because of the increased numbehrafnels offered on digital systems competinglerdgame
number of viewers and the higher channel locatiertypically are assigned in digital tiers, unlessare able to
offset the reduction through increased marketifigres, greater internet-based sales or alternaliisteibution
channels for our television programming. Such ¢$faray not be successful or may incur significatligonal
operating costs.

The unanticipated loss of several of our larger \drs could impact our sales on a temporary basis.

Under the current economic conditions, it is pdssibat one or more of our larger vendors couldeeigmce
financial difficulties, including bankruptcy, orferwise could determine to cease doing busine$susitWhile we
have periodically experienced the loss of a magorder, if a number of our current larger vendoissee doing
business with us, this could materially and advgrisepact our sales and profitability on a shortebasis.

Many of our key functions are concentrated in a gjie location, and a natural disaster could serioysmpact
our ability to operate.

Our television broadcast studios, internet openatidT systems, merchandising team, inventory obntr
systems, executive offices and finance/accountingtfons, among others, are centralized in ourcadijboffices at
6740 and 6690, Shady Oak Road in Eden Prairie, &iota. In addition, our only fulfillment and disttion facility
is centralized at a location in Bowling Green, Kexky. A natural disaster such as a tornado couidwsdy disrupt
our ability to continue or resume normal operatifirssome period of time. While we have certainibess
continuity plans in place, no assurances can kengiag to how quickly we would be able to resumeatfmns and
how long it may take to return to normal operatioN& could incur substantial financial losses abave beyond
what may be covered by applicable insurance pali@ad may experience a loss of customers, veaaors
employees during the recovery period.
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Our television home shopping and internet businessge sensitive to general economic conditions, somer
confidence and major news events.

Our businesses are sensitive to general economiitems affecting consumer spending. Unfavorable
economic conditions and/or a loss of consumer denfie may lead to a reduction in consumer sperggingrally
and in home shopping specifically, and may leaa teduction in consumer spending on the types ofimaadise
we currently offer. Additionally, our television dience and sales revenue can be significantly itegamy major
world or domestic events, which divert audiencerdtbn away from our programming.

Our e-commerce activities are subject to a numb&general business regulations and laws regardiraxation
and online commerce, which may increase our pricinglessen consumer demand.

Our e-commerce activities are subject to a numbgeperal business regulations and laws regardixation
and online commerce. As the role and importanaammerce has grown in the United States in regsants,
there have been continuing efforts to increaséeth@l and regulatory obligations and restrictionccompanies
conducting commerce through the internet, primarnilthe areas of taxation, consumer privacy antegtmn of
consumer personal information. These laws and atiguls could increase the costs and liabilities@ated with
our e-commerce activities and increase the priaaiofroduct to consumers, without a correspondingease in
our revenue or net income. On October 31, 2007Uthited States enacted a seven-year moratoriumtemiet
access taxes, extending a ban on internet taxes/éisaset to expire on November 1, 2007. In addljtio November
2002, a number of states approved a multi-stateeagent to simplify state sales tax laws by estaibigsone
uniform system to administer and collect salesgaxetraditional retailers and electronic commenegchants. The
agreement became effective on October 3, 2005 wdth fewer than half of the states have become raenly
enacting implementation legislation. No predictaam be made as to whether individual states witetegislation
requiring retailers such as us to collect and resali¢s taxes on transactions that occur over teeniet. Adding sale
tax to our internet transactions could negativeipact consumer demand.

Iltem 1B. Unresolved Staff Comments

In connection with its review of our Form 10-K four fiscal year ended February 3, 2007, the Comariss
requested that we file the financial statementRalph Lauren Media, LLC, in which we had a minoiitjerest that
was sold in March 2007, as of and for the year éidarch 31, 2007 as an exhibit to that Form 10-e ¥fquested
and received from the Commission a waiver to peusito file these financial statements as an ekimtihis
form 10-K.

Item 2. Properties

We own two commercial buildings occupying approxiena209,000 square feet in Eden Prairie, Minneéata
suburb of Minneapolis). One of the buildings isdi& our corporate administrative and televisiooduction. The
second building has approximately 70,000 squaredfegommercial rental space, which we utilize &olditional
office space. We own a 262,000 square foot diginbuacility on a 34-acre parcel of land and leapproximately
72,000 square feet of warehouse space in BowlirgigrKentucky. We also lease approximately 25,00@u® fee
of office space for a telephone call center in Bigo Center, Minnesota, which we primarily use wififl our
service obligations in connection with the serviageeement entered into with RLM and our own custoservice
operations. Additionally, we rent transmitter sited studio locations in Boston, Massachusettsdofdl power
television station. We believe that our existingilfies are adequate to meet our current needgtatduitable
additional or alternative space will be availabdenaeded to accommodate expansion of operations.

Item 3. Legal Proceeding:

We are involved from time to time in various claiargd lawsuits in the ordinary course of businasshé
opinion of management, these claims and suits ididally and in the aggregate have not had a matmtigerse
effect on our operations or consolidated finansiatements.

Item 4. Submission of Matters to a Vote of Security Hold¢

No matters were submitted to our shareholders duhia fourth quarter ended February 2, 2008.
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PART Il
Item 5. Market for Registran’'s Common Equity, Related Shareholder Matters arsslier Purchases of Equity
Securities
Market Information for Common Stock

Our common stock is traded on the Nasdag Globak&tamder the symbol “VVTV.” The following tabletse
forth the range of high and low sales prices ofdbimon stock as quoted by the Nasdaq Global Méok¢he
periods indicated.

High Low

Fiscal 2007

First Quartel $13.3( $11.1:

Second Quarte 12.1¢ 8.8t

Third Quartel 10.0¢ 5.0C

Fourth Quarte 7.21 4.4t
Fiscal 2006

First Quartel 13.1: 11.4¢

Second Quarte 13.7¢ 9.8:

Third Quartel 12.9¢ 10.0:

Fourth Quarte 14.12 11.8¢
Holders

As of April 3, 2008 we had approximately 550 shatdhrs of record.

Dividends

We have never declared or paid any dividends veisipect to our capital stock. Pursuant to the slédeh
agreement we have with GE Equity, we are prohilitteh paying dividends in excess of 5% of our marke
capitalization in any quarter. We currently expectetain our earnings for the development and esipa of our
business and do not anticipate paying cash divielenthe foreseeable future. Any future determarably us to pay
cash dividends will be at the discretion of therdaat directors and will be dependent upon our ltesaf operations
financial condition, any contractual restrictiohen existing and other factors deemed relevathestime by the
board of directors.

Issuer Purchases of Equity Securities

In August 2006, our board of directors authorizes@amon stock repurchase program. The program azéiso
our management, acting through an investment bgrfiim selected as our agent, to repurchase ufp@mfillion of
our common stock by open market purchases or reggdtiransactions at prices and amounts as wendagefrom
time to time. In May 2007, our board of directomtmrized the repurchase of an additional $25 amlbf our
common stock under the repurchase program. Duiseglf2007, we purchased a total of 3,618,000 shafre
common stock for a total investment of $26,985,808n average price of $7.46 per share. Durin@lfi2@06, we
repurchased a total of 406,000 shares of commak $bo a total investment of $4,699,000 at an agenarice of
$11.58 per share. We did not repurchase any shades any stock repurchase program during fisc@b20
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The following table presents information with resip® purchases of our common stock made duringhttee
months ended February 2, 2008, by our company anlyyof “affiliated purchaser” of our company, &fided in

Rule 10b-18(a)(3) under the Exchange Act:

Total Number of

Average Price Paic

Total Number of
Shares Purchased as
Part of a Publicly

Approximate Dollar
Value of Shares
that May Yet Be

Purchased Under the

Period Shares Purchase per Share Announced Program Program(1)
November 4, 2007 throuc¢

December 1, 200 292,000 $ 6.44 2,046,000 $ 12,318,00
December 2, 2007 through

January 5, 200 483,000 $ 6.3< 2,529,000 $% 9,258,00I
January 6, 2008 through

February 2, 200 1,089,000 $ 5.4¢ 3,618,000 $ 3,317,001

Total 1,864,000 $ 5.84 3,618,000 $ 3,317,001

(1) On March 6, 2008, our board of directors authoriaecdditional $10 million for stock repurchasedeimits

stock repurchase progra
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Stock Performance Graph

The graph below compares the cumulative five-yet teturn to our shareholders (based on appreciaf
the market price of our common stock) on an indebasis with (i) a broad equity market index anggipeer group
created by us over the same period and consistingnpanies involved in various aspects of thevisien home
shopping, jewelry and internet retail and servigdustries. The presentation compares the commaoh ptice in the
period from January 31, 2003 to February 2, 2008)¢ Nasdaqg Global Market stock index and to #er group.
The total return to shareholders of those compargasprising the peer group are weighted accordirtheir stock
market capitalization. The companies in the curpa@r group are: InterActiveCorp, the parent corgprthe
Home Shopping Network; Liberty Interactive, thedinf company of QVC, a home shopping televisionvoek;
Amazon.com, Inc., an on-line retailer; RedEnveldpe,, an upscale on-line retailer; GSI Commerne,,la
provider of professional services to the on-lingiféndustry; and Zale Corporation, a specialtygéry retailer; On
May 9, 2006, shares of Liberty Media Corporatiorrevexchanged for shares of Liberty Interactive kaiberty
Capital tracking stocks and the old Liberty Mediarration Series A and Series B shares ceaseddrahe
cumulative return is calculated assuming an investrof $100 on January 31, 2003, and reinvestnfeait o
dividends. You should not consider shareholdernetwer the indicated period to be indicative dfife shareholder
returns.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among ValueVision Media, Inc. The NASDAQ Compoditelex
And A Peer Group

350
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* $100 invested on 1/31/03 in stock or index-inéhgdreinvestment of dividends.
Index calculated on month-end basis.
January 31, January 31, January 31, February 4, May 10, February 3, February 2,
2003 2004 2005 2006 2006 2007 2008

ValueVision Medie

Inc. $100.0( $134.27 $108.0¢ $ 94.1¢ $100.9¢ $ 94.0¢ $ 46.47

Nasdaq Stock

Market (U.S.)

Index 100.0( 156.8¢ 158.3¢ 179.1¢ 181.7: 193.9: 186.9¢

Peer Grouj 100.0( 186.7¢ 152.3: 147.7¢ 138.5¢ 167.4¢ 192.6(
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Equity Compensation Plan Information

The following table provides information as of Radary 2, 2008 for our compensation plans under which
securities may be issued:

Weighted-Average Number of Securities
Number of Securities to be Issue! Exercise Price of Remaining Available for
Upon Exercise of Outstanding Outstanding Options, Future Issuance under
Plan Category Options, Warrants and Rights Warrants and Rights  Equity Compensation Plans
Equity Compensation Plans
Approved by Security holde 4,418,000 $ 10.2 1,875,00(1)
Equity Compensation Plans N
Approved by Security holders
2) 3,474,00(2) $ 16.5: —
Total 7,892,000 $ 13.0z 1,875,00!

(1) Includes securities available for future issuanogen shareholder approved compensation plans titaer
upon the exercise of an outstanding options, wésranrights, as follows: 1,114,000 shares under2001
Omnibus Stock Plan and 761,000 shares under the Q6thibus Stock Plai

(2) Reflects 2,037,000 shares of common stock issugdza exercise of the various warrants issued by our
company and held by NBCU, described in “BusinesStrategic Relationships — Strategic Alliance with
NBCU and GE Equit” and 1,437,000 shares of common stock issuable egercise of nonstatutory stock
options granted to our employees at per share isegocices equal to the fair market value of a etodr
common stock on the date of grant. Each of theterapexpires between five and ten years aftedtte of
issuance, and is subject to vesting requirememgngbetween completely vested and vesting oyearaod
of three to six years, depending on the circum&siof each individual grar

Equity Compensation Plans Not Approved By Sharelakl

Outstanding options to purchase up to 1,437,008eshaf common stock to employees at per share isgerc
prices equal to the fair market value of a shareoofimon stock on the date of grant. Each of thpsierts expires
between five and ten years after the date of ismjaand is subject to vesting requirements varpetgveen
completely vested and vesting over a period ofethioesix years, depending on the circumstanceadf mdividual
grant. These stock options were utilized solelyifiolucement stock option grants for newly hiredoeffs and
certain key employees.
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Iltem 6. Selected Financial Dat:

The selected financial data for the five years drfeéigbruary 2, 2008 have been derived from our addit
consolidated financial statements. The selectaxhfifal data presented below are qualified in teefirety by, and
should be read in conjunction with, the financiatsments and notes thereto and other financiabeatiitical
information referenced elsewhere herein includirgihformation referenced under the caption “Manag@’s
Discussion and Analysis of Financial Condition &websults of Operations.”

Year Ended
February 2, February 3, February4, January31 January 31,
2008(a) 2007 2006(b) 2005(c) 2004(d)

(In thousands, except per share data)
Statement of Operations Data

Net sales $781,55( $767,27! $691,85. $623,63: $591,18!
Net sales less cost of sales, exclusive of depreqi

and amortization(g 271,01! 267,16. 238,94« 204,09¢ 209,50¢
Operating los! (23,057 (9,479 (18,64¢) (44,277 (7,987)
Income (loss) from continuing operations 22,45; (2,39¢6) (13,457 (42,719 (8,329
Discontinued operations( — — (2,296 (14,887 (3,069

Per Share Data:
Net income (loss) from continuing operations

common shar $ O05: $ (©0) $ (@©3) $ (119H $ (0.29
Net income (loss) from continuing operations

common shar— assuming dilutior $ 05 $ (©07) $ (@©3) $ (@11Hn $ (0.29
Weighted average shares outstand

Basic 41,99: 37,64¢ 37,18: 36,81t 35,93¢

Diluted 42,01: 37,64¢ 37,18: 36,81t 35,93¢

February 2, February 3, February4, January31l January 31
2008 2007 2006 2005 2004
(In thousands)

Balance Sheet Data

Cash and shc-term investment $ 59,07¢ $ 71,29« $ 82,35( $100,58. $127,18:
Current assetl 252,18: 260,44! 246,02 240,52- 270,98«
Long-term investment 26,30¢ — — — —
Property, equipment and other as: 80,59 91,53¢ 101,11( 109,77. 125,60°
Total asset 359,08 351,98 347,13 350,29¢ 396,59:
Current liabilities 118,35( 105,27« 100,82( 89,07« 84,831
Other lon¢-term obligation: — 2,55¢ 13C 1,38( 2,00z
Redeemable preferred stc 43,89¢ 43,60" 43,31¢ 43,03( 42,74¢
Shareholder equity 194,51( 198,84 202,87: 216,81: 267,000
Year Ended
February 2, February 3, February4, January 31 January 31,
2008 2007 2006 2005 2004
(In thousands, except statistical data)

Other Data:
Sales margin(g 34.1% 34.8% 34.5% 32.1% 35.4%
Working capital $133,83. $155,17. $14520¢ $151,45( $186,14
Current ratic 2.1 2.5 2.4 2.7 3.2
Adjusted EBITDA (as defined)(t $ 6,850 $ 1469C $ 1,91C $ (19,229 $ 11,46¢
Cash Flows:
Operating $ 11,18¢ $ 3,542 $ (10,379 $ (18,07() $ 3,36¢
Investing $ (475 $ (1,567 $(10,11) $ (2,304 $ 23,00:
Financing $ (26,60) $ (3,627) $ 98¢ $ 1,981 $ (447
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@)

(b)
(©
(d)

(€)

(f)
(9)

(h)

Results of operations for the year ended Februa?p@8 includes a $40,240,000 gain on the sald.d.R
Results of operations for the year ended Februa?@@8 also include a charge of $5.0 million redat®the
restructuring of certain company operations andaage of $2.5 million related to costs associatét aur
chief executive officer transition. See Notes 2ah@ 17 to the consolidated financial stateme

Results of operations for the year ended Februa?p@6 includes a $294,000 gain on the sale deaigton
station.

Results of operations for the year ended Januarg2@®15 includes a non-cash charge of $1.9 mill@ated to
the write off of deferred advertising credi

Results of operations for the year ended Januarg2@¥4 include the operations of television stai/éwwDP
TV-46 from the effective date of its acquisitionpil 1, 2003. Results of operations for the yeatezh
January 31, 2004 also include a charge of $4.6amitelated to costs associated with our chief etiee
officer transition and a $4.4 million gain on thaesof television station:

Income (loss) from continuing operations includesapre-tax gain of $40.2 million from the saleRifM
and a net p-tax loss of $1.7 million from the sale and holdigsnvestments and other assets in fiscal 2

Discontinued operations relate to the operatiormuofFanBuzz subsidiary, which were shut downsodl
2005. See Note 5 to the consolidated financiaéstahts

Management views net sales less cost of salesu@xelof depreciation and amortization), or sal@sgim, as
an alternative operating measure because it is amynused by management, analysts and institutional
investors in analyzing our net sales profitabilifyis term is not considered a measure determimed i
accordance with generally accepted accounting ipiiees or GAAP. The comparable GAAP measurement is
gross profit, which is defined as net sales less$ absales (inclusive of depreciation and amotitzg. Our
gross profit from continuing operations for fis@@l07, 2006 and 2005 is $251.0 million, $244.9 willand
$218.4 million, respectively. The percentage charegr over year under either measure is relatively
consistent

EBITDA represents net income (loss) from continuapgrations for the respective periods excluding
depreciation and amortization expense, interesinec(expense) and income taxes. We define EBITBA, a
adjusted, as EBITDA excluding non-recurring non+agiag gains (losses) and equity in income of Ralph
Lauren Media, LLC; non-recurring restructuring &dO transition costs; and non-cash equity-based
compensation expense. Management has includedrmeBBITDA, as adjusted, in its EBITDA reconciliati
in order to adequately assess the operating peafaeenof our “core” television and internet busiessand in
order to maintain comparability to our analyst'semge and financial guidance. Management belithats
EBITDA, as adjusted, allows investors to make aemeaningful comparison between our core business
operating results over different periods of timéhvthose of other similar small cap, higher groatimpanies.
In addition, management uses EBITDA, as adjusted, metric measure to evaluate operating perforenanc
under its management and executive incentive cosgtiem programs. EBITDA, as adjusted, should not be
construed as an alternative to operating inconss)lor to cash flows from operating activities atednined
in accordance with generally accepted accountimgimes and should not be construed as a mea$ure o
liquidity. EBITDA as adjusted, may not be compaeatd similarly entitled measures reported by other
companies
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A reconciliation of EBITDA, as adjusted, to its cpanable GAAP measurement, net income (loss), falow

Year Ended
February 2, February 3, February4, January31 January 31,
2008 2007 2006 2005 2004
(In thousands)

EBITDA, as adjuste! $ 6850 $ 1469 $ 1,91C $ (19,129 $ 11,46
Less:
Non-operating gains (losses) and equity in incorn

RLM 40,66 3,35¢ 1,37¢ (50 (1,650
Restructuring costs and other non-recurring

television station sale gai (5,049 (29 212 (5,736 2,417
CEO transition cost (2,45)) — — — (4,625)
Non-cash shar-based compensation expel (2,415 (1,907 (199) (48€) (84E)
EBITDA (as defined 37,60¢ 16,11¢ 3,30z (25,40)) 6,762
A reconciliation of EBITDA to net income (loss) is

as follows:
EBITDA, as definec 37,60« 16,11¢ 3,30z (25,409 6,762
Adjustments
Depreciation and amortizatic (29,999 (22,239 (20,569 (18,920 (16,399
Interest incom 5,68( 3,80z 3,04¢ 1,627 1,48¢
Income tax (provision) benel (839) (75) 762 (25) (180)
Discontinued operations of FanBL — — (2,296 (14,88:) (3,069
Net income (loss $ 2245. $ (2,396 $ (15,759 $ (57,60) $ (11,39)

Item 7. Managemen's Discussion and Analysis of Financial Conditionnal Results of Operations
Introduction

The following discussion and analysis of financiahdition and results of operations is qualifiedréference t
and should be read in conjunction with the finahsiatements and notes thereto included elsewterssrh

Cautionary Statement for Purposes of the Safe HarbdProvisions of the Private Securities Litigation Reform
Act of 1995

This Annual Report on Form 10-K, including the éoling Managemeng’ Discussion and Analysis of Finan
Condition and Results of Operations and other riz$ewe file with the Securities and Exchange Cossioin (as
well as information included in oral statement®tiver written statements made or to be made bgargin certain
forward-looking statements within the meaning & Brivate Securities Litigation Reform Act of 1924l
statements other than statements of historical ifagituding statements regarding guidance, indystogpects or
future results of operations or financial positiorade in this Annual Report on Form 10-K are fodvaioking. We
often use words such as “anticipates, believes@xspintends and similar expressions to identfyvbird-looking
statements. These statements are based on manageruenent expectations and are accordingly suhfec
uncertainty and changes in circumstances. Actalliemay vary materially from the expectationstaored herein
due to various important factors, including (but lnmited to): consumer spending and debt levéis;general
economic and credit environment; interest rategs@eal variations in consumer purchasing actiyitthanges in tr
mix of products sold by us; competitive pressumesales; pricing and sales margins; the level bfecand satellite
distribution for our programming and the associdéss; the success of our e-commerce initiativesssticcess of
our strategic alliances and relationships; ouritgttib manage our operating expenses successfigks associated
with acquisitions; changes in governmental or ragul requirements; litigation or governmental gedings
affecting our operations; the risks identified untieisk Factors”; significant public events thagatifficult to
predict, such as widespread weather catastrophather significant television-covering
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events causing an interruption of television cogerar that directly compete with the viewershipof
programming; and our ability to obtain and retady lexecutives and employees. Investors are cautitha all
forwarddooking statements involve risk and uncertainty asedare under no obligation (and expressly disciaamy
obligation) to update or alter our forward-lookistgitements whether as a result of new informafidore events or
otherwise.

Overview

ValueVision Media, Inc. is an integrated direct keting company that markets its products to conssme
through various forms of electronic media and diteeconsumer mailings otherwise known as multiroiel
retailing. Our operating strategy incorporatesvisien home shopping, internet e-commerce, diresit end online
marketing and fulfillment services. Our live 24-h@er day television home shopping programmingsgiduted
primarily through cable and satellite affiliatiograements and on-line through ShopNBC.TV. We havexa@lusive
license from NBC Universal, Inc., known as NBCU, flee worldwide use of an NBC-branded name and the
peacock image for a period ending in May 2011. FPanmsto the license, we operate our television hehogpping
network under the ShopNBC brand name and operat@ai@unet website under the ShopNBC.com brand name

Products and Customers

Products sold on our television home shopping nétaad internet shopping website include jewelrgtehes,
computers and other electronics, housewares, dppaseetics, seasonal items and other merchantiselry is
our largest single category of merchandise, reptege38% of television home shopping and interredtsales in
fiscal 2007, 39% in fiscal 2006 and 43% in fisc@03. Home products, including electronics prodategories,
represented approximately 37% of television honmpping and internet net sales in fiscal 2007, 3@%tsical 2006
and 36% in fiscal 2005. Watches, apparel and haalthbeauty product categories represented appabeiy25%
of television home shopping and internet net saléiscal 2007, 24% in fiscal 2006 and 21% in fis2@05. Our
strategy is to continue to develop new productroffgs across multiple merchandise categories adeatkia
response to both customer demand and in order xowiz@ margin dollars per minute in our televistoome
shopping and internet operations. Our customerprarearily women over the ages of 35 with an averagnual
household income in excess of $70,000 and who mpakehases based primarily on convenience, uniqo@ugt
offerings, value and quality of merchandise.

Company Strategy

We endeavor to be positioned as a profitable anoviative leader in multi-channel retailing in thaitéd
States. The following strategies were pursued duigtal 2007 to increase revenues and profitgtalitd grow our
active customer base, for both television and imgesales: (i) continue to optimize our mix of pwoticategories
offered on television and the internet in ordeappeal to a broader population of potential custen{@) continue
the growth of our internet business through th@wuative use of technology and marketing effortehsas advance
search capabilities, personalization, internet jddfiliate agreements and internet-based aucimabilities;

(iii) obtain cost-effective distribution agreemefis our television programming with cable and Bi¢eoperators,
as well as pursuing other means of reaching cus®mueh as through webcasting, internet videosrgedhet-
based broadcasting networks; (iv) increase theymtddty of each hour of television programmingrdhgh a focus
on television offers of merchandise that maximizesgin dollars per hour and marketing efforts wéase the
number of customers within the households curreeitgiving our television programming; (v) contirtoeenhance
our television broadcast quality, programming, vitebfeatures and customer support; (vi) increaseatrerage ord
size through sales initiatives such as add-on satedinuity programs and warranty sales; and (giigrage the
strong brand recognition of the NBC brand name.

At the beginning of fiscal 2008, a new chief exeaibfficer and three new industry-experienced @eni
executives joined us. These new senior executireeeaiewing our strategy for long-term growth @venues and
profits, in conjunction with the board of direct@sd other members of management, and will develplan for
improving our strategic focus during fiscal 2008n& of the key focus areas include: improving thet@mer
experience; retaining and growing the core custdrase of repeat customers; shifting the merchamdisend
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price points to appeal to the core female custobreadening the vendor base; and improving busidissiplines
and execution.

Challenge

Our television home shopping business operatesanliigh fixed cost base, which is primarily dudixed
contractual fees paid to cable and satellite opesab carry our programming. In order to attaiofipability, we
must achieve sufficient sales volume through thiesition of new customers and the increased rieteiof existing
customers to cover our high fixed costs or redhediked cost base for our cable and satellitgidigion. Our
growth and profitability could be adversely impattesales volume does not meet expectations, asilvbave
limited immediate capability to reduce our fixedEaand satellite distribution operating expensesitigate any
potential sales shortfall.

Our Competition

The direct marketing and retail businesses ardyigémpetitive. In our television home shopping and
e-commerce operations, we compete for custometsotliter types of consumer retail businesses, inmdud
traditional “brick and mortar” department storescdunt stores, warehouse stores and specialtgsstother
television home shopping and e-commerce retaibefemercial companies; catalog and mail order tetsiand
other direct sellers.

In the competitive television home shopping seata compete with QVC Network, Inc. and HSN, Inath
of whom are substantially larger than we are im&eof annual revenues and customers, and whoseapnagng is
carried more broadly to U.S. households than isppogramming. Both QVC and HSN are owned by lavggl-
capitalized parent companies in the media busingss,are also expanding into related e-commercensidbased
businesses. The American Collectibles Network, kmas ACN, which operates Jewelry Television, atzogetes
with us for television home shopping customers@jewelry category. In addition, there are a nunafesmaller
niche players and startups in the television hohopging arena who compete with our company.

The e-commercsector is also highly competitive, and we are necticompetition with numerous other inte
retailers, many of whom are larger, more well-fioeth and/or have a broader customer base. Certaur of
competitors in the television home shopping selcawe acquired internet businesses complementdhgtioexisting
internet sites, which may pose new competitivelehgks for our company.

We anticipate continuing competition for viewerslanistomers, for experienced home shopping pergdione
distribution agreements with cable and satellittesps, and for vendors and suppliers — not oniyftelevision
home shopping companies, but also from other corapdhat seek to enter the home shopping and ettestail
industries, including telecommunications and caolmpanies, television networks, and other estadisbtailers.
We believe that our success in the TV home shopgitbge-commerce sectors is dependent on a numkey of
factors, including (i) obtaining more favorablenterin our cable and satellite distribution agreets\g(ii) increasing
the number of households who purchase products @igrand (iii) increasing the dollar value of sgles customer
to our existing customer base.

Results for Fiscal 2007

Consolidated net sales from continuing operatiarfsscal 2007 were $781,550,000 compared to $7&/02D
in fiscal 2006, a 2% increase. The increase in@areted net sales from continuing operations iisatly
attributable to increased net sales from our tslemihome shopping and internet operations. Effedtr fiscal
2005, the results of operations of FanBuzz have peesented as loss from discontinued operatiotisein
accompanying consolidated statements of operatarfiscal 2005. Net sales attributed to our tedemi home
shopping and internet operations increased 2% 6@ ,876,000 in fiscal 2007 from $755,302,000 indls2006. We
reported an operating loss of $23,052,000 andneeie of $22,452,000, which included a pretax géin
$40,240,000 from the sale of RLM, in fiscal 2007e Véported an operating loss of $9,479,000 and bs® of
$2,396,000 in fiscal 2006. Operating expensessitafi2007 included a $5,043,000 restructuring ahargl CEO
termination costs of $2,451,000.
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Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financ@hdition and Results of Operations discusses our
consolidated financial statements, which have lpgepared in accordance with accounting principkrsegally
accepted in the United States of America. The pegjmm of these financial statements requires mamamt to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and thdaksice of
contingent assets and liabilities at the date effittencial statements and the reported amounsvehues and
expenses during the reporting periods. On an onggoasis, management evaluates its estimates anthpsons,
including those related to the realizability of ¢pterm investments and intangible assets, accaaotivable,
inventory and product returns. Management basesiisates and assumptions on historical experiendeon
various other factors that are believed to be measie under the circumstances, the results of wieich the basis
for making judgments about the carrying valuesssiss and liabilities that are not readily appafiem other
sources. There can be no assurance that actudibredunot differ from these estimates under di#nt assumptior
or conditions.

Management believes the following critical accongtpolicies affect the more significant assumptiand
estimates used in the preparation of the conselitifihancial statements:

» Accounts receivable We utilize an installment payment program calMaduePay that entitles customers to
purchase merchandise and generally pay for thetrardise in two to five equal monthly credit card
installments in which we bear the risk for uncdiieitity. As of February 2, 2008 and February 30Z0we
had approximately $99,875,000 and $105,197,00Gntisely, due from customers under the ValuePay
installment program. We maintain allowances forltéul accounts for estimated losses resulting fthen
inability of its customers to make required payrsefistimates are used in determining the allow#rrce
doubtful accounts and are based on historical wfftand delinquency rates, historical collectioqperience,
current trends, credit policy and a percentagecobants receivable by aging category. In deterngitirese
percentages, we review our historical write-off esi@nce, current trends in the credit quality & dustomer
base as well as changes in credit policies andaes mix. While credit losses have historicallgrevithin
our expectations and the provisions establishedhglfiscal 2007 we saw a significant increasead kebt
write offs due to the recent deterioration of cansucredit coupled with our mix shift to higheridguency
product categories, increases in our average ValueRtallment length and increased sales to |anextit-
score customers. Provision for doubtful accounteik@ble (primarily related to our ValuePay progydan
fiscal 2007, 2006 and 2005 were $12,613,000, $60065and $4,542,000, respectively. Based on ocalfis
2007 bad debt experience, a one-half point increagecrease in our bad debt experience as a pagecof
total television home shopping and internet saleslévhave an impact of approximately $3.8 million o
consolidated distribution and selling exper

« Inventory. We value our inventory, which consists primaafyconsumer merchandise held for resale,
principally at the lower of average cost or reddieavalue, and reduce our balance by an allowanicexcess
and obsolete merchandise. As of February 2, 2088-abruary 3, 2007, we had inventory balances of
$79,444,000 and $66,622,000, respectively. We eglyuleview inventory quantities on hand and record
provision for excess and obsolete inventory basidapily on a percentage of the inventory balarse a
determined by its age and specific product catedargietermining these percentages, we look at our
historical write-off experience, the specific meanldise categories on hand, our historic recoverygmages
on liquidations, forecasts of future product tesém shows and the current market value of goldviBion
for excess and obsolete inventory for fiscal 2Q@WAQ6 and 2005 were $1,811,000, $2,977,000 and
$3,508,000, respectively. Based on our fiscal 280@ntory write down experience, a 10% increase or
decrease in inventory write downs would have hadrgract of approximately $181,000 on consolidatet n
sales less cost of sales (exclusive of depreciatimhamortization’

» Product returns We record a reserve as a reduction of gross Ealesticipated product returns at each
month-end and must make estimates of potentiatdyitoduct returns related to current period produc
revenue. Our return rates on our television anetit sales have been approximately 32% to 33%theer
past three fiscal years. We estimate and evalhatadequacy of our returns reserve by analyzirtgrigal
returns by merchandise category, looking at cureenhomic trends and changes in customer deman
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by analyzing the acceptance of new product linesufptions and estimates are made and used in
connection with establishing the sales returnsryesia any accounting period. Reserves for prodettirns
for fiscal years 2007, 2006 and 2005 were $8,375,$8,498,000 and $7,658,000, respectively. Bagauli
fiscal 2007 sales returns, a one-point increaskeorease in our television and internet salesnettate
would have had an impact of approximately $4.7iarillon consolidated net sales less cost of saletu@ve
of depreciation and amortizatiot

e Long-term investments.As of February 2, 2008 our investment portfofioluded auction rate securities w
an estimated fair value of $24,346,000 ($26,800@13%® basis). Our auction rate securities are piiyna
variable rate debt instruments that have underlgexyrities with contractual maturities rangingnirta7 to
42 years and interest rates that are reset abaymtimarily every 28 days. These mostly AAA-ratedttion
rate securities, which met our investment guidsliaethe time the investments were made, havelftile
settle in auctions during fiscal 2007. At this tinteese investments are not currently liquid, anthe event
we need to access these funds, we will not betalidle so without a loss of principle unless a fatauction
on these investments is successful. As a resuigdal 2007, we reduced the carrying value of¢hes
investments by $2,454,000 through other comprefieriscome (loss) to reflect a temporary impairnmemt
these securities. While we believe that our estiand assumptions regarding the valuation of our
investments are reasonable, different assumptiounisl tilave a material affect on our valuations. As o
February 3, 2007, we had $4,139,000 of léexga equity investment in RLM recorded in connettiath our
equity share of RLM income under the equity metbbdccounting. On March 28, 2007, we sold our 12.5%
ownership interest in RLM for approximately $43.8lion. See Note 2 to the consolidated financial
statements

« FCC broadcasting licens: As of February 2, 2008 and February 3, 2007, axehrecorded an intangible
FCC broadcasting license asset totaling $31,943800result of our acquisition of Boston televisitation
WWDP TV-46 in fiscal 2003. In assessing the recoverabilityur FCC broadcasting license asset, whicl
determined to have an indefinite life, we must maksumptions regarding estimated projected caslsflo
recent comparable asset market data and othergaotdetermine the fair value of the related répgrunit.
We performed an impairment test with respect toFi€ broadcasting license in the fourth quartdischl
2007 using resent comparable market data for #sstaand a discounted cash flow analysis as stullkzy
SFAS No. 142Goodwill and other Intangible Assetand determined that an impairment had not ocdurre
With respect to the FCC broadcasting license assefair value of the reporting unit exceedecasying
value. While we believe that our estimates andragsions regarding the valuation of our reporting ane
reasonable, different assumptions or future evemttd materially affect our valuatior

« Intangible assets As of February 2, 2008 and February 3, 2007, agcdmortizable intangible assets
totaling $11,480,000 and $13,993,000, respectifehthe trademark license agreement with NBCU téyed
distribution and marketing agreement entered irith WBCU. We performed an impairment test with e
to these amortizable intangible assets in the floguiarter of fiscal 2007 using an undiscounted ¢ash
analysis as stipulated by SFAS No. 1Ad¢counting for the Impairment or Disposal of Longdd Assets
and determined that an impairment had not occutregissessing the recoverability of our intang#ssets,
we must make assumptions regarding estimated fuasgie flows and other factors to determine theviaine
of the respective assets and reporting u

» Stock-based compensatioWe account for stock-based compensation issuethfloyees in accordance
with Statement of Financial Accounting Standards N28(R) (revised 2004), “Share-Based
Payment” (“SFAS No. 123(R)"), which revised SFAS.N@3, “Accounting for Stock-Based Compensation,”
and superseded APB Opinion No. 25, “AccountingStock Issued to Employees” (“APB 257This standar
requires compensation costs related to all shaseebpayment transactions to be recognized in tizadial
statements at fair value. The fair value of eadipapaward is estimated on the date of grant uiegBlack-
Scholes option pricing model that uses assumpfmmstock volatility, option terms, risk-free intst rates
and dividend yields. Expected volatilities are lshse the historical volatility of our stock. Expedtterm is
calculated using the simplified method taking iotmsideration the opti¢ s contractual life and vestir
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terms. The risk-free interest rate for periods imithe contractual life of the option is based loa t
U.S. Treasury yield curve in effect at the timegadnt.

Expected dividend yields are not used in the falug computations as we have never declared or paid
dividends on our common stock. While we believe tha estimates and assumptions regarding the tiaih
of our share-based awards are reasonable, diffassomptions could have a material affect on our
valuations. See Note 6, Shareholders’ Equity — lis®ased Compensation, for our disclosure regardimg
share-based equity awards.

« Deferred taxes We account for income taxes under the liabiligthhod of accounting whereby income ta
are recognized during the fiscal year in which $eations enter into the determination of finanstatement
income (loss). Deferred tax assets and liabildiesrecognized for the expected future tax consenpseof
temporary differences between the financial statérapd tax basis of assets and liabilities. Detetas
assets and liabilities are adjusted for the effetthanges in tax laws and rates on the dateeoéttactment
of such laws. We assess the recoverability of eferded tax assets in accordance with the prowdsidn
Statement of Financial Accounting Standards No, 188counting for Income Taxes” (“SFAS No. 109”).
The ultimate realization of deferred tax assetieigendent upon the generation of future taxablenirec
during the periods in which those temporary diffex@s become deductible. Management considers the
scheduled reversal of deferred tax liabilities jgeted future taxable income and tax planning atyias in
making this assessment. In accordance with thatlatd, as of February 2, 2008 and February 3, 2087,
recorded a valuation allowance of approximately,$36,000 and $63,194,000, respectively, for our net
deferred tax assets and net operating and capésidarryforwards. Based on our recent historpsdds, a
full valuation allowance was recorded in fiscal 202006 and 2005 and was calculated in accordaitbe w
the provisions of SFAS No. 109, which places pririarportance on our most recent operating resuttsnv
assessing the need for a valuation allowance. Ahananagement believes that our recent operaissgs$
were heavily affected by a challenging retail eqoimenvironment and slowdown in consumer spending
experienced by us and other merchandise retailerétend to maintain a full valuation allowance éarr ne
deferred tax assets and loss carryforwards urfficgnt positive evidence exists to support reeef
allowances

Sale of RLM Equity Investment

On March 28, 2007, we entered into a membersh@rést purchase agreement with Polo Ralph LaureiGUB
and certain NBCU affiliates, pursuant to which wédsour 12.5% membership interest in RLM to PoldpRa
Lauren for an aggregate purchase price of $43,080i0cash. As a result of this transaction, weréed a pre-tax
gain of $40,240,000 on the sale of RLM in the fgaarter of fiscal 2007.

Restructuring Costs

On May 21, 2007 we announced the initiation ofsartesturing of our operations that included a 12%uction
in the salaried workforce, a consolidation of oigtribution operations into a single warehouselitgcithe exit and
closure of a retail outlet store and other cosirgamneasures. On January 14, 2008, the Companyuaned
additional organizational changes and cost-saviagsures following a formal business review condiibie
management and an outside consulting firm. As altre§the business review, the Company’s orgaronal
structure was simplified and streamlined to focngmfitability. As part of this restructuring, ti@mpany reduced
its salaried workforce by an additional 10%. Aesult, we recorded a $5,043,000 restructuring ehfgfiscal
2007. Restructuring costs include employee severand retention costs associated with the consimidand
elimination of approximately 80 positions across campany including four officers. In addition, tegturing cost
also include incremental charges associated witlttousolidation of our distribution and fulfilmeoperations into
a single warehouse facility, the closure of a tefaflet store, fixed asset impairments incurred agect result of
the operational consolidation and closures anduetsiring advisory service fees.
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Chief Executive Officer Transition Costs

On October 26, 2007, we announced that Williamahsling, at the request of the board of directad, h
stepped down as president and chief executiveasflind had left our board of directors. In conjiorcivith
Mr. Lansing’s resignation, we recorded a chargie¢ome of $2,451,000 during fiscal 2007 relatingrarily to
severance payments which Mr. Lansing is entitleid 'accordance with the terms of his employmeneagrent and
executive search fees.

Limitation on Must-Carry Rights

The Federal Communications Commission, known a& @€, issued a public notice on May 4, 2007 stating
that it was updating the public record for a petitfor reconsideration filed in 1993 and still pemgdbefore the FC(
The petition challenges the FCC'’s prior determoratp grant the same mandatory cable carriagenfoist-carry”)
rights for TV broadcast stations carrying home gtiog programming that the FCC'’s rules accord t@pifv
stations. The time period for comments and repiroents regarding the reconsideration closed in Aug007,
and we submitted comments supporting the contionatf must-carry rights for home shopping statidhthe FCC
decides to change its prior determination and withdmust-carry rights for home shopping stationa essult of
this updating of the public record, we could losie current carriage distribution on cable systemihiee markets:
Boston, Pittsburgh and Seattle, which currentlystitute approximately 3.2 million fulime equivalent householc
or FTE’s, receiving our programming. We own the t8ogelevision station and have carriage contradts the
Pittsburg and Seattle television stations. In aaldjtif mustecarry rights for home shopping stations are withatrait
may not be possible to replace these FTE’s on cawially reasonable terms and the carrying valuewfBoston
television station ($31.9 million) may become mlyiimpaired. At this time, we cannot predict timaing or the
outcome of the FCC'’s action to update the publkore on this issue.

Results of Operations

The following table sets forth, for the periodsitaded, certain statement of continuing operatais
expressed as a percentage of net sales.

Year Ended
February 2, February 3, February 4,
2008 2007 2006

Net sales 100.(% 100.(% 100.(%
Cost of sales (exclusive of depreciation and arnatitn) 65.2% 65.2% 65.5%
Operating expenses
Distribution and selling 30.9% 29.59% 30.7%
General and administrati 3.2% 3.€% 3.€%
Depreciation and amortizatic 2.€% 2.% 2.5%
Restructuring cost 0.6% — —
CEO termination cost 0.2% — —

Total operating expens 37.€% 36.(% 37.2%
Operating loss (2.9% (1.2% (2.7%
Other income, ne 0.7% 0.5% 0.4%
Loss from continuing operations before income taxeand equity in net

income of affiliates (2.2)% (0.7% (2.9%
Income taxe: (0.1)% — 0.1%
Gain on sale of RLM 5.1% — —
Equity in net income of affiliate 0.1% 0.4% 0.2%
Income (loss) from continuing operations 2.5% (0.39% (2.00%
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Key Performance Metrics*

For the Twelve Months Ended

February 2, % February 3, % February 4,
2008 Change 2007 Change 2006
Program Distribution
Cable FTFs (in thousands, except percentag 41,33t 5% 39,28¢ 4% 37,82
Satellite FTFs 27,58t 6% 25,92: 8% 24,08t
Total Average FTE 68,92( 6% 65,21: 5%  61,91(
Net Sales per FTE (Annualize $ 11.1¢ 4% $ 11.5¢ 5% $ 10.9¢
Customer Metrics (in thousands, except percentac
Active Customer— 12 month rolling 893,99: 6% 845,56« 5% 803,60
% New Customer— 12 month rolling 51% 53% 56%
% Retained Custome— 12 month rolling 49% 47% 44%
Customer Penetrati— 12 month rolling 1.3% 1.3% 1.3%
Product Mix
Jewelry 38% 3% 43%
Watches Apparel, Health & Beat 25% 24% 21%
Home and All Othe 3% 37% 36%
Shipped Units (in thousand 4,621 (7)% 4,98¢ 1% 4,947
Average Selling Pric— Shipped Units $ 23z 10% $ 211 8% $ 19¢

* Includes television home shopping and internetssaitdy.

Program Distribution

Our television home shopping program was availtbbpproximately 68.9 million average full time
equivalent, or FTE, households for the twelve msrthded February 2, 2008, approximately 65.2 millieerage
FTE households for the twelve months ended Febr8,a2p07 and approximately 61.9 million average FTE
households for the twelve months ended Februa29d@g. Average FTE subscribers grew 6% in fiscal7200
resulting in a 3.7 million increase in average Fr&mpared to fiscal 2006. Average FTE subscrigess 5% in
fiscal 2006, resulting in a 3.3 million increaseairerage FTE’s compared to fiscal 2005. The anincaéases were
driven by continued strong growth in satellite dizition of our programming and increased distiidnubf our
programming on digital cable. We anticipate that@able programming distribution will increasingift towards
a greater mix of digital as opposed to analog ctaéts, both through growth of the number of dilg#iabscribers ar
through cable system operators moving programntiagis carried on analog channels over to dighahoels.
Nonetheless, because of the broader universe gfgroning choices available for viewers in digitggtems ant
the higher channel placements commonly associaithddvgital tiers, the shift towards digital systemay
adversely impact our ability to compete for tel@wisviewers even if our programming is availablerinore homes.
Our television home shopping programming is alswusiast live 24 hours a day, 7 days a week thraughnternet
website, www.shopnbc.tv, which is not includedatat FTE households.

Net Sales Per FTE

Net sales per FTE for fiscal 2007 decreased 4%0at5, per FTE compared to fiscal 2006. Net sade$pE
for fiscal 2006 increased 5%, or $0.59, per FTE parad to fiscal 2005. The decrease in the fiscar2tet sales p
FTE was primarily due to the overall increase irEFsTof 6% during the year while net sales increasdyg 2%
during the year. Home shopping net sales growthumésvorably affected during the year as a reduthe general
softness in overall consumer demand. The increafscal 2006 net sales per FTE were largely thaltef strong
television home shopping and internet net salewttrover fiscal 2005, primarily in the first thrgearters of fiscal
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2006. Consistent with industry practice, we incliutternet sales along with television sales ina@alculation of net
sales per FTE.

Customers

During fiscal 2007, we added 48,427 active custaneeb% increase over fiscal 2006. During fiscal&Gve
added 41,957 active customers, a 5% increase i3¢at 2005. The increase in active customers regditom the
increase in household distribution and increasesarketing and promotional efforts aimed at attrachew
customers.

Customer Penetration

Customer penetration measures the total numbarstbmers who purchased from our company over the pa
twelve months divided by our average FTE’s for $ahe period. This measure was 1.3% for eacha#IfZ007,
fiscal 2006 and fiscal 2005. We include in our ous¢r penetration calculations all of our custonuensng the
applicable time period, whether they became custeme a result of our television programming, tigiodirect-
mail campaigns, or because of our e-commerce niagkefforts.

Merchandise Mix

During fiscal 2007, jewelry net sales decreasethfB9% of total television and internet net sale38% as
compared to fiscal 2006. Net sales from home prizlirecluding electronic categories, remaineddltad7% of tota
television home shopping and internet net salebdtn fiscal 2007 and fiscal 2006 and net sales fnatches,
apparel and health and beauty product categoreesared to 25% of total television home shoppirtyiaternet net
sales from 24% as compared to fiscal 2006. Duiisgaf 2007, our product mix remained relativelyt ia compare
to fiscal 2006.

During fiscal 2006, jewelry net sales decreasethfi@% of total television and internet net sale33% as
compared to fiscal 2005. Net sales from home przglirecluding electronic categories, increasedn® df total
television home shopping and internet net salen 86% as compared to fiscal 2005 and net sales\iratohes,
apparel and health and beauty product categoresased to 24% of total television home shoppirdjiaternet net
sales from 21% as compared to fiscal 2005. Our Inagrdise mix prior to fiscal 2007 had moved awaynfi@ur
historical reliance on jewelry and computers to@alder mix that also includes apparel, watchedithaad beauty,
home and other electronic product lines. Going &ydywe plan to adjust our merchandise mix as reegdan
effort to focus on growing our long term core cusés base, in response to customer demand andeén ford
maximize margin dollars per minute in our telewisimme shopping and internet operations.

Shipped Units

The number of units shipped during fiscal 2007 dased 7% from fiscal 2006 to 4,621,000 from 4,989,0
The number of units shipped during fiscal 2006e&ased 1% from fiscal 2005 to 4,989,000 from 4,99@,0 he
decrease in shipped units was primarily due tafaistmix during fiscal 2007 within the jewelry tegory to higher
price point items, which resulted in less shippeisu The increase in shipped units during fis€®was due
primarily to the overall increase in net sales disral 2005.

Average Selling Price

Our average selling price, or ASP, per unit was3$2Jiscal 2007, a 10% increase over fiscal 2006
increase in 2007 ASP was driven primarily by sellprice increases within the jewelry category, ttukigher gold
prices, and within the apparel product category.fisoal 2006, the average per unit selling prigs\ww211, an 8%
increase over fiscal 2005. The increase in the lSBcal 2006 was driven by increases in pricenoassociated
primarily with watches, electronics and apparelchandise categories, in addition to the mix sbiftards higher
priced electronics and home merchandise categories.
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Sales

Consolidated net sales from continuing operationdysive of shipping and handling revenue, focdiis2007
were $781,550,000 compared to $767,275,000 foalfd@06, a 2% increase. The increase in consotdae sales
from continuing operations was directly attributabd continued improvement in net sales from olewvision home
shopping and internet operations. Net sales at&bto our television home shopping and internetraipons
increased 2% to $767,276,000 for fiscal 2007 frat83$302,000 for fiscal 2006. The growth in telemishome
shopping and internet net sales during fiscal 28@rimarily attributable to increased merchandiakes driven by
the higher productivity achieved from certain prodcategories including jewelry and computers amd &6
increase, or $33,716,000, in internet net sales fiseal 2006. Although net sales increased ovéraith fiscal 2006
to fiscal 2007, we experienced slower sales graimting fiscal 2007 than we have seen recently. @liewe this is
driven by a general softness in overall consumaratel and due to increases in product discountinffermade
during fiscal 2007.

Consolidated net sales from continuing operationdysive of shipping and handling revenue, focdils2006
were $767,275,000 compared to $691,851,000 foalfd@05, an 11% increase. The increase in consetideet
sales from continuing operations was directly ltiféble to continued improvement in net sales foamtelevision
home shopping and internet operations. Net salebuged to our television home shopping and irgeoperations
increased 11% to $755,302,000 for fiscal 2006 f&#&80,592,000 for fiscal 2005. The growth in teleishome
shopping and internet net sales during fiscal A8@8imarily attributable to increased merchandiakes driven by
the growth in the number of homes receiving owvision programming, higher productivity from ekigst homes
due to increased sales per hour results achieviba iilgwelry, watches, apparel and electronics hardise
categories and a 26% increase, or $38,072,000femiet net sales over fiscal 2005. In additiokevision and
internet net sales increased due to increasediegippd handling revenue resulting from increasgelssduring
fiscal 2006 compared to fiscal 2005.

We record a reserve as a reduction of gross salemficipated product returns at each month-esddapon
historical product return experience. The retutegdor our television home shopping and interpetrations have
been approximately 32% to 33% over the past thsealfyears and have remained relatively stableci@vinue to
manage return rates and are adjusting averagegspllice points and product mix, in an effort tduee the overall
return rate related to our television home shoppingj internet businesses.

Cost of Sales (exclusive of depreciation and anation)

Cost of sales (excluding depreciation and amoitinafrom continuing operations for fiscal 2007 was
$510,535,000 compared to $500,114,000 for fisc@b2@n increase of 2%. The increases in cost essaldirectly
attributable to increased costs associated witteased sales volume from our television home simgpgind interne
businesses. Cost of sales (excluding depreciatidramortization) from continuing operations focéis2006 was
$500,114,000 compared to $452,907,000 for fiscBb2@n increase of 10%. The increases in costie$ sadirectl
attributable to increased costs associated witteased sales volume from our television home simgpgind interne
businesses and increased shipping costs assowitlteiticreases in shipping and handling revenues.ddles less
cost of sales (exclusive of depreciation and amatitin) as a percentage of sales (sales margifista 2007, 200
and 2005 was 34.7%, 34.8% and 34.5%, respectiVhly slight sales margin decrease for fiscal 200m ffiscal
2006 was primarily due to a mix shift to lower miargomputers and electronics product categoriesendading
fiscal 2007. The product sales margin improvemenfi§cal 2006 over fiscal 2005 was primarily doghe
achievement of higher merchandise margins on &taviand internet merchandise in primarily the jeyevatches
electronics and apparel product categories andesult of decreased inventory obsolescence anerlpvomotione
discounting as a percentage of total net sales.

Operating Expenses

Total operating expenses from continuing operatiwere $294,067,000, $276,640,000 and $257,590@00 f
fiscal 2007, 2006 and 2005, respectively, représgran increase of $17,427,000, or 6%, from fit46 to fiscal
2007, and an increase of $19,050,000, or 7%, fisaalf 2005 to fiscal 2006. Fiscal 2007 total opaaexpenses
included a $5,043,000 restructuring charge follapits second quarter announcement and a $2,45¢tG09e
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relating to the termination and transition of ohief executive officer. Fiscal 2005 total operatagpenses included
a charge of $82,000 recorded in connection withleyge terminations and a $294,000 gain recordedimection
with the sale of our remaining low power televisgiation, which reduced total operating expensdisaal 2005.

Distribution and selling expense for fiscal 200Zréased $15,231,000, or 7%, to $241,681,000, or &l9ét
sales compared to $226,450,000, or 30% of net gafescal 2006. Distribution and selling expensereased over
fiscal 2006 primarily due to an increase in netleamd satellite access fees of $6,314,000 asuét ofsncreased
subscribers over prior year; increased bad deldresgoof $7,219,000 due to increased provisionsefm@nt up-
trends in account delinquencies, costs of collectind write offs experienced during fiscal 2007aabociated with
increased exposure relating to the current consgneelit environment; increased internet and direatl and
marketing expenses of $6,030,000 primarily assediaiith our internet website search engine initeaind our
attempt to acquire additional customers and inereas overall penetration; and increased telemiadx@ind
customer service costs of $1,860,000 associatédimiteased sales volumes and our commitment toovepour
customer service. These increases were offsetdegi@ase in salaries, accrued bonuses and othtrdgersonnel
costs associated with merchandising, televisionyrton and show management personnel and onléauirt taf
$5,205,000 during fiscal 2007 and decreased ndttaard processing fees and chargebacks totalir@j8,000.

Distribution and selling expense for fiscal 2006reased $14,081,000, or 7%, to $226,450,000, or &09ét
sales compared to $212,369,000, or 31% of net gafescal 2005. Distribution and selling expensereased over
fiscal 2005 primarily due to an increase in salgraeccrued bonuses and related personnel costsassiowith
hiring and retaining primarily merchandising, teton production and show management personnebarair
talent of $3,452,000 during fiscal 2006; increasestlit card and net collection fees of $3,430,008 & the overall
increase in net sales; increased internet andteinad and marketing expenses of $3,490,000 astieenat to
acquire additional customers and increase our dyeraetration; increased telemarketing and cust@aevice cos
of $3,463,000 associated with increased sales veduand our commitment to improve our customer sena
$724,000 contract buyout fee relating to our legadyate label credit card agreement and increabade-based
compensation expense of $778,000. These increasesoffset by a decrease in net cable and satatltess fees |
$888,000.

General and administrative expense for fiscal 208teased $3,023,000, or 11%, to $24,899,000, cof3t%ét
sales from continuing operations, compared to £2Z,@0, or 4% of net sales from continuing operetim fiscal
2006. General and administrative expense decrdesadiscal 2006 primarily as a result of our resturing
initiative that included reductions in salariedated benefits and accrued bonuses totaling $4)903pffset by
increases associated with director stock-based ensgtion of $190,000, information systems servick@ntract
labor fees of $726,000, legal fees of $507,000stack option expense of $162,000

General and administration expense for fiscal 2066ased $3,058,000, or 12%, to $27,922,000, oo#fkt
sales from continuing operations, compared to 40, or 4% of net sales from continuing operetim fiscal
2005. General and administrative expense increagedfiscal 2005 primarily as a result of compeiwsatecorded
related to share-based payments of $778,000, isedesalaries, accrued bonuses, and related petsasie of
$2,982,000, information systems service fees oM and director stock-based compensation of $203 offset
by $660,000 of decreased legal fees and proceedeel from a litigation settlement totaling $3amM0

Depreciation and amortization expense was $19,993$22,239,000 and $20,569,000 for fiscal 2000620
and 2005, respectively, representing an decrea$2,246,000, or 10%, from fiscal 2006 to fiscal 2@Hhd an
increase of $1,670,000, or 8%, from fiscal 200fgcal 2006. Depreciation and amortization expeasa
percentage of net sales was 3% for fiscal 20076 20@ 2005. The 2007 decrease in depreciation rmodtization
expense relates to the timing of fully depreciatssets year over year, offset by increased deficeciand
amortization as a result of assets places in seimiconnection with our various application softevdevelopment
and functionality enhancements. The dollar increegeerienced during fiscal 2006 was primarily du@ntreased
depreciation and amortization as a result of aggated in service in connection with our variopplaation
software development and functionality enhancements
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Operating Loss

We reported an operating loss from continuing opamna of $23,052,000 for fiscal 2007 compared vaith
operating loss from continuing operations of $9,800 for fiscal 2006, an increased loss of $13 373, Our
operating loss increased during fiscal 2007 prilmas a result of experiencing slower net salesvjralriven by a
general softness in overall consumer demand. litiaddwe experienced increases during fiscal 2003perating
expenses, particularly (i) increases in distributémd selling expenses recorded in connection lvéithdebt expens
net cable access fees, internet direct mail, miagk@ind search engine expenses, (ii) increasessiis associated
with our restructuring initiative, and (iii) increantal costs associated with our chief executiveeffdeparture and
transition. These operating expense increasesaffsat by the dollar increase in sales margin aléus cost of
sales, exclusive of depreciation and amortizatidayreases in general and administrative expenaeessilt of the
restructuring initiative, reduced salary and bosus®sd a net decrease in depreciation and amootizaxpense as a
result of the timing of fully depreciated assetaryever year.

We reported an operating loss from continuing opamna of $9,479,000 for fiscal 2006 compared with a
operating loss from continuing operations of $18,680 for fiscal 2005, an improvement of $9,167,000r
operating loss for fiscal 2006 improved from fis2AD5 primarily as a result of our dollar increassales margin.
Offsetting the increase in sales margin over fi2€45 were increases in distribution and sellingegrses,
particularly (i) additional personnel costs assaiavith merchandising, television production, shoanagement
and on-air talent, (ii) internet, direct-mail andmiketing expenses, (iii) credit card fees and kelut dxpense,

(iv) increases in general and administrative expsmscorded in connection with salaries, accruedises and
information system service fees, and (v) increaseepreciation and amortization expense as atrebaksets
placed in service in connection with our variouplagation software development and functionalithancements,
the details of which are discussed above. In agidibperating expenses increased over the priordreato the
recording of noncash stock option expense tot@#h§56,000 resulting from our adoption of SFAS M23(R) in
the first quarter of fiscal 2006.

Net Income (Loss)

For fiscal 2007, we reported net income availabledammon shareholders of $22,161,000, or $0.5dasic
and diluted share, on 41,992,000 weighted averagemon shares outstanding (42,011,000 diluted shdfes
fiscal 2006, we reported a net loss available tormon shareholders of $2,685,000, or $0.07 per lzesidiluted
share, on 37,646,000 weighted average common sbatgsnding. For fiscal 2005, we reported a net bvailable
to common shareholders of $16,040,000, or $0.4®asic and diluted share, on 37,182,000 weightedaaye
common shares outstanding. Net income availabtertamon shareholders for fiscal 2007 includes teerding of
a pre-tax gain of $40,240,000 on the sale of RLiM,recording of $609,000 of equity in earnings fiebM, a loss
of $119,000 on the sale of a non-operating reakestsset held for sale, a loss of $67,000 relatimgpn-operating
investments and interest income totaling $5,680e0@ed on our cash and investments. Net lossaiito
common shareholders for fiscal 2006 includes thending of $3,006,000 of equity in earnings fromNRLa
$500,000 gain on the sale of an investment, a $080yrite-down of a non-operating real estate dssiet for sale,
and interest income totaling $3,802,000 earnedusrcash and short-term investments. Net loss aveaila
common shareholders for fiscal 2005 includes dasstof $2,296,000 from discontinued operatior2%20,000
cash dividend received from RLM, a $256,000 writevd of a non-operating real estate asset helddler the
recording of $1,383,000 of equity in earnings of\Rla $762,000 income tax benefit, and interestimedotaling
$3,048,000 earned on our cash and short-term mesgs.

For fiscal 2007, we reported a net income tax miow of $839,000 which resulted in a recorded éffedax
rate of 3.6%. The provision recorded in fiscal 2@@marily relates to income taxes attributabléhte gain on the
sale of RLM which reflects a 2.5% effective altdima minimum tax rate recorded on the gain on &le sf RLM
and state income taxes payable on certain incomeHizh there is no loss carryforward benefit aafalié.

For fiscal 2006 and 2005, net loss reflects annmetax benefit (provision) of $(75,000) and $769,00
respectively, which resulted in a recorded effectax rate of 3.2% in fiscal 2006 and 5.4% in fig205. We have
recorded an income tax provision during fiscal 2886 fiscal 2005 relating to state income taxespkgyon certain
income for which there is no loss carryforward bersvailable. We recorded an income tax benefit of
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$832,000 in the second quarter of fiscal 2005 edléad the reversal of an income tax contingencgriesthat
expired in the quarter and was no longer requiéel have not recorded any other income tax benefihe losses
recorded during fiscal 2006 and fiscal 2005 dudhéouncertainty of realizing income tax benefitshia future as
indicated by our recording of an income tax valmatieserve. Based on our recent history of losséd| valuation
allowance has been recorded and was calculateztor@dance with the provisions of SFAS No. 109, Wiptaces
primary importance on our most recent operatingltesvhen assessing the need for a valuation afioaia
Although management believes that our recent opegridsses were heavily affected by the attendaatfcosts
associated with a significant expansion of cablmé® a challenging retail economic environmentastbwdown
in consumer spending experienced by us and otherhaiedise retailers, we intend to maintain a fallstion
allowance for our net deferred tax assets and pertating loss carryforwards until we believe itrisre likely than
not that these assets will be realized in the &itur

Quarterly Results

The following summarized unaudited results of opens for the quarters in fiscal 2007 and 2006 Haaen
prepared on the same basis as the annual finaatements and reflect adjustments (consistingohal recurring
adjustments) that we consider necessary for gfagentation of results of operations for the piripresented. Our
results of operations have varied and may contiadkictuate significantly from quarter to quartBesults of
operations in any period should not be considerditative of the results to be expected for anyriiperiod.

First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(In thousands, except percentages and per share aoms)

Fiscal 2007:
Net sales $188,10¢ $190,61: $184,82: $218,000 $781,55(
Net sales less cost of sales (exclusiv

depreciation and amortizatio 66,11: 67,32z 64,98¢ 72,59¢ 271,01!
Sales margil 35.1% 35.2% 35.2% 33.2% 34.1%
Operating expenss 73,54 73,541 72,44( 74,53¢ 294,06°
Operating income (lost (7,42¢) (6,22%) (7,456 (1,949 (23,057
Other income, ne 1,24( 1,45¢€ 1,72¢ 1,07C 5,494
Gain on sale of RLM 40,24( — — — 40,24(
Income (loss) from continuing operatic 34,38( (5,409 (5,729 (791) 22,45;
Net income (loss $34,38C $ (5,409 $ (5,728 $ (79) $ 22,45:
Net income (loss) per shs $ 8C $ (15 $ (1o $ (02 % 53

Net income (loss) per she— assuming dilutior  $ 8C $ (15 $ (1o $ (02 ¢ 53

Weighted average shares outstand
Basic 42,93¢ 37,367 36,33 35,31 41,99:

Diluted 42,93¢ 37,36 36,33 35,31/ 42,012
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First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(In thousands, except percentages and per share aords)

Fiscal 2006:
Net sales $178,72:  $186,98. $184,88¢ $216,68. $767,27!
Net sales less cost of sales (exclusiv

depreciation and amortizatio 63,20: 65,227 63,57 75,157 267,16:
Sales margil 35.4% 34.%% 34.4% 34.1% 34.8%
Operating expenst 67,12( 67,92: 68,32: 73,27°¢ 276,64(
Operating income (los! (3,919 (2,69¢€) (4,747 1,88 (9,479
Other income, ne 1,29¢ 1,01¢ 99C 851 4,15
Income (loss) from continuing operatic (2,097 (69€) (3,12¢) 3,517 (2,396
Net income (loss $ 209) $ (696 $ (3,120 $ 3,517 $ (2,39)
Net income (loss) per shé $ (060 $ (02 $ (09 % 0 $ (.09
Net income (loss) per she— assuming dilutior $ (0€) $ (.02) $ (09 $ 08 $ (.09

Weighted average shares outstand
Basic 37,67¢ 37,73¢ 37,62¢ 37,48 37,64¢

Diluted 37,67¢ 37,73¢ 37,62¢ 42,86 37,64¢

Financial Condition, Liquidity and Capital Resources

As of February 2, 2008 and February 3, 2007, cadhcash equivalents and investments were $85,38400
$71,294,000, respectively, a $14,090,000 incrdasefiscal 2007 working capital decreased $21,33310
$133,833,000 compared to working capital of $155,000 for fiscal 2006. The decrease in fiscal 280vking
capital is primarily related to the reclassificatiof $24,346,000 of auction rate security investisien
($26,800,000 par value) from short term to longntéollowing auction failures in fiscal 2007. Thercent ratio was
2.1 at February 2, 2008 compared to 2.5 at FebiR,a2907.

Sources of Liquidity

Our principal sources of liquidity are our avaiklslsh, cash equivalents and short and long-teresiments,
accrued interest earned from our short and long-tevestments and our operating cash flow, whigbriimarily
generated from credit card receipts from sales#etions and the collection of outstanding custcaeeounts
receivables. The timing of customer collections enpdrsuant to our ValuePay installment programthadextent t
which we extend credit to our customers is impdrtarour short-term liquidity and cash resourcesignificant
increase in our accounts receivable aging or ctesies could negatively impact our source of ¢ash operations
in the short term. During fiscal 2007, we experggha $7.2 million increase in bad debt expense fiseal 2006
due to recent up-trends experienced in customeuataelinquencies, costs of collection and wrffe during
fiscal 2007, all associated with increased exporeleging to the current consumer credit environm@ile credit
losses have historically been within our estimédesuch losses, there is no guarantee that wecwiiitinue to
experience the same credit loss rate that we hadénhthe past or that the recent increase in leatldsses will not
continue. Historically, we have also been ablednegate additional cash sources from the procdesteak option
exercises and from the sale of equity investmemtsodher properties; however, these sources of aasheither
relied upon nor controllable by us. We have no agher than fixed capital lease obligations andebelwe have tf
ability to obtain additional financing if necessaft February 2, 2008 and February 3, 2007, shuitlang-term
investments and cash equivalents were investecapitjnin money market funds, high quality commergaper
with original maturity dates of less than 270 dagd investment grade corporate and auction rateises with
original tender option terms ranging from one maotine year. Although management believes outt stmar long-
term investment policy is conservative in natuetan short-term investments in commercial paper
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can be exposed to the credit risk of the underlgimgpanies to which they relate and interest eaoneithiese
investments is subject to interest rate fluctuaidrhe maturities and tender option terms withiniouestment
portfolio generally range from 30 to 180 days.

At February 2, 2008, our investment portfolio irdedl auction rate securities with an estimatedvidine of
$24,346,000 ($26,800,000 cost basis). Our auctitnsecurities are variable rate debt instruméuatishtave
underlying securities with contractual maturitiesajer than ten years. Holders of auction raterggsican either
sell through the auction or bid based on a desitedest rate or hold and accept the reset ratbett are
insufficient buyers, then the auction fails anddes$ are unable to liquidate their investment tghotine auction. A
failed auction is not a default of the debt instamt) but does set a new interest rate in accordaithehe original
terms of the debt instrument. The result of a éadection is that the auction rate security comto pay interest in
accordance with its terms. Auctions continue tdélel as scheduled until the auction rate securétunes or until it
is called. These mostly AAA-rated auction rate s#ies, which met our investment guidelines attihee the
investments were made, have failed to settle iti@us during fiscal 2007. At this time, these inwesnts are not
liquid, and in the event we need to access thasgsfuve will not be able to do so without a lospiirficiple. We
have reduced the carrying value of these investran$2,454,000 through other comprehensive incgoss) to
reflect a temporary impairment on these securi@esrently, we believe these investments are teargpimpaired
but it is not clear in what period of time they Mik settled. Due to the current lack of liquidifythese investments,
they are classified as long-term investments orbalance sheet. See Note 2 to the consolidateddiala
statements.

Cash Requirements

Our principal use of cash is to fund our busingserations, which consist primarily of purchasingantory for
resale, funding account receivables growth in supgfcsales growth and funding operating expensadicularly
our contractual commitments for cable and satgliitgramming and the funding of capital expendgure
Expenditures made for property and equipment tafi2007 and 2006 and for expected future capia¢editures
include the upgrade and replacement of computéwaod and front-end merchandising systems, exparuio
capacity to support our growing business, continogamtovements and modifications to our owned headgu
buildings and the upgrade and digitalization oétédion production and transmission equipment ateted
computer equipment associated with the expansi@uohome shopping business and e-commerce ingmti
Historically, we have also used our cash resouiaegarious strategic investments and for the repase of stock
under stock repurchase programs but are underligatibn to continue doing so if protection of ligity is desired
In March 2008, we authorized an additional $10iomllunder our stock repurchase program and haveisleeetion
to repurchase stock under the program and makegitanvestments consistent with our businessesiya

We ended fiscal 2007 with cash and cash equivaterdsnvestments of $85,384,000 ($26,306,000 otkwts
classified as long-term), and no long-term debigaitlons. We expect future growth in working capita revenues
grow beyond fiscal 2007 but expect cash generated dperations to partially offset the expected Wige believe
our existing cash balances and our ability to ragditional financing will be sufficient to fund oabligations and
commitments as they come due on a ltenga basis and sufficient to fund potential foredse contingencies. The
estimates are subject to business risk factorkjdimg those identified under “Risk Factorén”addition to these ris
factors, a significant element of uncertainty itufie cash flows arises from potential strategi@stinents we may
make, which are inherently opportunistic and diffi¢co predict. We believe existing cash balanoes,ability to
raise financing and the ability to structure tranigms in a manner reflective of capital availakgilvill be sufficient
to fund any investments while maintaining suffid¢ifquidity for our normal business operations.

Our preferred stock issued to GE Equity may beesds upon certain changes in control of our comgaualy
in any event, may be redeemed on March 8, 2009 tipoten-year anniversary of its issuance (unlesgiqusly
converted into common stock). If we are unablegoagate positive cash flow or obtain additionalitzdprior to
any such redemption, the requirement that we paly teconnection with the redemption may have senait
impact on our liquidity and cash resources. Theeggte redemption cost of all the preferred steckdi4,264,000.
The preferred stock has a redemption price of $e2%hare and is convertible on a one-for-oneshag our
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common stock, and accordingly, if the market valfieur stock is higher than the redemption pricengdiately
prior to the redemption date, GE Equity may chdoseonvert its shares of preferred stock to comstonk rather
than exercise its right to redemption and not inhpaic cash liquidity position.

Total assets at February 2, 2008 were $359,08@060Mared to $351,980,000 at February 3, 2007.
Shareholders’ equity was $194,510,000 at Februa?@@8 compared to $198,847,000 at February 3,,2007
decrease of $4,337,000. The decrease in shareboddgrity from fiscal 2006 to fiscal 2007 resul@marily from
common stock repurchases of $26,985,000, the uneddbss of $2,454,000 recorded on our auctios saturity
investments and accretion on redeemable prefetoedd sf $291,000. These decreases were offsetdrgases in
shareholders’ equity of $22,452,000 from net incatngng the year, $2,415,000 related to the reogrdf share-
based compensation and $514,000 primarily fromgeds received related to the exercise of stockogtiThe
decrease in shareholders’ equity from fiscal 2@0fiscal 2006 resulted primarily from the net lo$$2,396,000
recorded during the year, common stock repurchafs4,699,000 and accretion on redeemable prefetok of
$289,000. These decreases were offset by increasbareholders’ equity of $1,901,000 related ®rérording of
share-based compensation and $1,459,000 primesity proceeds received related to the exerciseooksiptions.

For fiscal 2007, net cash provided by operating/iiets totaled $11,189,000 compared to net caskided by
operating activities of $3,542,000 in fiscal 200@l et cash used for operating activities of $140,800 in fiscal
2005. Net cash provided by operating activitiesfisral 2007 reflects net income, as adjusted épreciation and
amortization, share-based payment compensatiomnoonstock issued to employees, amortization ofrdede
revenue, gain on sale of property and investmastset impairments and write off charges and equitet income
of affiliates. In addition, net cash provided byeogting activities for fiscal 2007 reflects a dexe in accounts
receivable, decreases in prepaid expenses andasthets, an increase in deferred revenue and Eagecin
accounts payable and accrued liabilities, offseafyncrease in inventory. Accounts receivable elesed primarily
due to a decrease from sales made during the fquetter of fiscal 2007 utilizing extended paymiemins over
fiscal 2006 as we tightened up our customer cithtrings. Prepaid expenses decreased primaridyrasult of
proceeds received on the sale of a non-operatalgestate asset held for sale. The increase inrddfeevenue is a
direct result of the sales growth volume experieneéh our private label and doranded credit card program wh
launched in fiscal 2006. The increase in accouaymple and accrued expenses is a direct resuieadhtrease in
inventory levels and the timing of merchandise pagts, increased accruals associated with our priaael loyalty
point program and the restructuring initiative. $&éncreases were offset by decreases in accrisggéesabonuses
and accrued cable access and marketing fees. tmesnincreased due to marginal fourth quarterssalereases ar
due to the timing of merchandise receipts.

Net cash provided by operating activities for fls2@06 reflects a net loss, as adjusted for deptieci and
amortization, share-based payment compensatiomnoonstock issued to employees, amortization ofrdede
revenue, gain on sale of property and investmastset impairments and write off charges, procemas RLM
dividends and equity in net income of affiliates.addition, net cash provided by operating actsifior fiscal 2006
reflects decreases in inventory, prepaid expensgé®ther assets and an increase in deferred revaoc@unts
payable and accrued liabilities, offset by an iaseein accounts receivable. Inventories decreasmanly as a
result of our strong fourth quarter sales actiaityl management'’s focused effort to reduce overadiritory levels.
Prepaid expenses decreased primarily as a resihlé diming of prepaid cable access fees. The &serén deferred
revenue was primarily the result of receiving upfroash payments in connection with our new prilabel and co-
branded credit card program. The increase in adsqayable and accrued expenses is a result afdases
associated with accrued salaries, accrued cabésaend marketing fees, offset primarily by amodntsto
customers for returns. Accounts receivable increé@sienarily due to the overall increase in net saled
specifically due to increases in sales made uttjzxtended payment terms and the timing of custawikections
made under our ValuePay installment program.

Net cash used for operating activities for fisd32 reflects a net loss, as adjusted for depreciatnd
amortization, common stock issued to employeesyi@aation of deferred compensation, gain on salelvision
stations, gain on sale of property and investmerstset impairment and write off charges, equitydhincome of
affiliates, a noncash tax benefit recorded in fi&€95 and a gain on the termination of a long-terase associated
with FanBuzz. In addition, net cash used for opegaactivities for fiscal 2005 reflects an increaséventories,
accounts receivable and prepaid expenses andasbets, offset by an increase in accounts payableecrued
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liabilities. Inventories increased primarily in pegation for the fourth quarter anticipated strbwtiday season and
as a direct result of our effort to diversify ouoguct mix offerings. Accounts receivable increagetharily due to
an increase in receivables from sales utilizingeaed payment terms and the timing of customeeciidtins under
the ValuePay installment program. Prepaid expeasdsther assets increased primarily as a resalt @icrease in
prepaid cable access fees due to the timing of patgnan increase in deferred satellite rent, blfgea decrease in
prepaid postage. The increase in accounts payablaarued liabilities is a direct result of thergase in inventory
levels and the timing of merchandise receipts diditeon, accounts payable and accrued liabilitteseased as a
result of the timing of payments made for accrugllle access and marketing fees, offset by a dexeacrued
salaries and a decrease in amounts due to custéoneesurned merchandise.

We utilize an installment payment program calleduié®ay that entitles customers to purchase merisaadc
generally pay for the merchandise in two to fiveagnonthly credit card installments. As of Febyuzy 2008, we
had approximately $99,875,000 due from customedgutine ValuePay installment program, compared to
$105,197,000 at February 3, 2007. The decreasalie¥ay receivables from fiscal 2006 is primatilg tesult of
decreased sales made during the fourth quartésazfl 2007 utilizing extended payment terms oveedi 2006 as
we tighten up our customer credit offerings. Valag®as introduced many years ago to increase aatkto
respond to similar competitive programs while & $ame time reducing return rates on merchandisealybve
average selling prices. We record a reserve foollegatible accounts in our financial statementsannection with
ValuePay installment sales and intend to continugetl merchandise using the ValuePay program. iRetnies
generated from the ValuePay program will be funidefiscal 2008 from our present capital resouraes fature
operating cash flows.

Net cash used for investing activities totaled $@@6 in fiscal 2007, compared to net cash usethf@sting
activities of $1,562,000 in fiscal 2006 and nethcased for investing activities of $10,111,000istél 2005.
Expenditures for property and equipment were $19,(0® in fiscal 2007 compared to $11,470,000 icafi2006
and $9,750,000 in fiscal 2005. Expenditures fopprty and equipment during fiscal 2007, fiscal 2806 fiscal
2005 primarily include capital expenditures madetti@ development, upgrade and replacement of ctanpu
software and front-end ERP, customer care managesnemmerchandising systems, related computer aanp
digital broadcasting equipment and other officeigopent, warehouse equipment, production equipmedt a
building improvements. Principal future capital ergitures are expected to include the upgradeepidaement of
various enterprise software systems, continueddrgments and modifications to our owned headquhttigdings,
the expansion of warehousing capacity and seciribyir Bowling Green distribution facility, the uggle and
digitalization of television production and transsion equipment and related computer equipmentizssed with
the expansion of our home shopping business amdnererce initiatives. During fiscal 2007, we invekte
$82,913,000 in various short and lotegm investments, received proceeds of $50,47 7000 the sale of short ar
long-term investments and received proceeds of/$83000 from the sale of our RLM investment.

During fiscal 2006, we invested $21,627,000 in @asi short-term investments, received proceeds of
$31,035,000 from the sale of short-term investmantbreceived proceeds of $500,000 from the sade dfiternet
investment previously written off.

During fiscal 2005, we invested $80,454,000 in @asi short-term investments, received proceeds of
$79,193,000 from the sale of short-term investmeaetived proceeds of $400,000 in connection thi¢hsale of a
low power television station and received procesdg500,000 from the sale of property and equipnrent
connection with the shut down of FanBuzz.

Net cash used for financing activities totaled $26,000 in fiscal 2007 and related primarily to peynts made
of $26,985,000 in conjunction with the repurchak®,618,000 shares of our common stock and paynidsg-
term lease obligations of $134,000, offset by qastteeds received of $514,000 from the exercistank options.
Net cash used for financing activities totaled 23,600 in fiscal 2006 and related primarily to paynts made ¢
$4,699,000 in conjunction with the repurchase &,800 shares of our common stock and paymentagtterm
lease obligations of $363,000, offset by cash mdseaeceived of $1,435,000 from the exercise aksoptions. Ne
cash provided by financing activities totaled $@8®) in fiscal 2005 and related primarily to casbgeeds received
of $1,869,000 from the exercise of stock optiorifsed by payments of long-term capital lease oliayes of
$881,000.
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Contractual Cash Obligations and Commitments

The following table summarizes our obligations anthmitments as of February 2, 2008, and the effese
obligations and commitments are expected to haweuotiquidity and cash flow in future periods:

Payments Due by Perioc

Less than More than
Total 1 Year 1-3 Years 3-5 Years 5 Years
(In thousands)

Cable and satellite agreements $245,87. $105,68¢ $77,60¢ $62,577 $ —
Employment agreemen 4,90¢ 3,75¢ 1,15 — —
Operating lease 20,32% 2,19i 3,941 3,93: 10,25(
Purchase order obligatio 55,70( 55,70( — — —
Total $326,80¢ $167,34: $82,70¢ $66,51( $ 10,25(

(a) Future cable and satellite payment commitmentdased on subscriber levels as of February 2, 2008 a
future payment commitment amounts could increasteorease as the number of cable and satellite
subscribers increase or decrease. Under certainegtances, operators may cancel their agreemeots@
expiration.

Impact of Inflation

We believe that inflation has not had a materigdaet on our results of operations for each of theaf years in
the threeyear period ended February 2, 2008. We cannotagsurthat inflation will not have an adverse intpat
our operating results and financial condition itufe periods.

Recently Issued Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&ulard issued Statement of Financial Accounting
Standards No. 141(RBusiness CombinationsSFAS No. 141(R) applies to all transactions tieoevents in whic
an entity obtains control of one or more businesSE&S No. 141(R) establishes how the acquirerlnfsiness
should recognize, measure and disclose in its €imhstatements the identifiable assets and gobdedguired, the
liabilities assumed and any noncontrolling intefeghe acquired business. SFAS No. 141(R) is adpli
prospectively for all business combinations witheaquisition date on or after the beginning offtrst annual
reporting period beginning on or after December2l®)8, with early application prohibited. SFAS Nd1(R) will
not have an impact on our historical consolidatedrfcial statements and will be adopted in the §jterter of fisce
2009.

In September 2006, the FASB issued SFAS No. E&if,Value Measurementgo establish a consistent
framework for measuring fair value and expand disates on fair value measurements. SFAS No. 155 wiate
impose fair value measurements on items not alraadgunted for at fair value; rather it applieshvgertain
exceptions, to other accounting pronouncementseilfagr require or permit fair value measuremedtsier
SFAS No. 157, fair value refers to the price thauld be received to sell an asset or paid to tearesfiability in an
orderly transaction between market participanthiéprincipal or most advantageous market. Thedstaihclarifies
that fair value should be based on the assumpti@rket participants would use when pricing the tassability.
The provisions of SFAS No. 157 are effective fecél years beginning after November 15, 2007. \Becarrently
evaluating the effect that the adoption of SFAS Nex will have on our consolidated results of ofiers and
financial condition.

ltem 7A. Quantitative and Qualitative Disclosures About MagkRisk

We do not enter into financial instruments for trgdor speculative purposes and do not currentlizeit
derivative financial instruments as a hedge toedffsarket risk. We have held certain equity investta in the form
of common stock purchase warrants in public comggmaind accounted for these investments in accozdaitic the
provisions of SFAS No. 133. We currently do notdhawestments in the form of common stock purcheseants.
Our operations are conducted primarily in the Whiates and as such are not subject to foreigerey exchange
rate risk. However, some of our products are salitirnationally and may fluctuate in cost assuleof foreign
currency swings. We have no long-term debt othan fixed capital lease obligations, and accordingig not
significantly exposed to interest rate risk, althloichanges in market interest rates do impactetel bf interest
income earned on our substantial cash and shontiterestment portfolio.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of
ValueVision Media, Inc. and Subsidiaries

We have audited the accompanying consolidated balsineets of ValueVision Media, Inc. and subsidgri

(the “Company”) as of February 2, 2008 and Febri3a2007 and the related consolidated statemerdperftions,
shareholders’ equity and cash flows for each ofygea's ended February 2, 2008, February 3, 200Fabduary 4,
2006. Our audits also included the financial staenschedule included in Item 15. These finandatkesnents and
financial statement schedule are the responsilafithe Company management. Our responsibility is to expres
opinion on these financial statements and the @izdustatement schedule based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighago
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether the consolidated financial statementsrae df material misstatement. An audit includesy@riang, on a
test basis, evidence supporting the amounts awtbdiges in the consolidated financial statemeitsaudit also
includes assessing the accounting principles usddignificant estimates made by management, dsawel
evaluating the overall financial statement pred@rmaWe believe that our audits provide a reastmbhsis for our
opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tbesolidated
financial position of ValueVision Media, Inc. andisidiaries as of February 2, 2008 and Februa®p@7, and the
results of its operations and its cash flows farheaf the years ended February 2, 2008, Februa29®; and
February 4, 2006, in conformity with accountinghgiples generally accepted in the United Statesnoérica. Also
in our opinion, the financial statement scheduldn considered in relation to the basic consdaidifihancial
statements taken as a whole, present fairly imaterial respects the information set forth therein

As discussed in Note 2 and Note 6 to the consddlfihancial statements, in the fiscal year enddarirary 3, 2007
the Company changed its method of accounting faksbased compensation.

We have also audited, in accordance with the stasdi the Public Company Accounting Oversight Bo@snited
States), the Company'’s internal control over finalneporting as of February 2, 2008, based orGatestablished
in Internal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidrise Treadway
Commission, and our report dated April 17, 200§regsed an unqualified opinion on the Company&rira
control over financial reporting.

/s/ DELOITTE & TOUCHE LLP
Minneapolis, MN

April 17, 2008
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

February 2,  February 3,
2008 2007

(In thousands, except shar
and per share data)

ASSETS

Current assets:
Cash and cash equivale $ 25,60f $ 41,49¢
Shor-term investment 33,47: 29,79¢
Accounts receivable, n 109,48 117,16¢
Inventories 79,44« 66,62
Prepaid expenses and ot 4,172 5,36(
Total current asse 252,18 260,44!
Long-term investments 26,30¢ —
Property and equipment, net 36,627 40,10
FCC broadcasting license 31,94: 31,94
NBC Trademark License Agreement, ne 10,60¢ 12,23¢
Cable distribution and marketing agreement, net 872 1,75¢
Other assets 541 5,492

$359,08( $ 351,98(

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:

Accounts payabl $ 73,091 $ 57,19¢
Accrued liabilities 44,60¢ 47,70¢
Deferred revenu 64¢€ 36¢
Total current liabilities 118,35( 105,27
Other long-term obligations — 2,55¢
Deferred revenue 2,322 1,69¢

Commitments and contingencie(Notes 8 and 9
Series A Redeemable Convertible Preferred Stock,Gl par value, 5,339,500 share

authorized; 5,339,500 shares issued and outstanding 43,89¢ 43,607
Shareholders equity:

Common stock, $.01 par value, 100,000,000 shartherzed; 34,070,422 and

37,593,768 shares issued and outstan 341 37€
Warrants to purchase 2,036,858 and 4,036,858 sbhfoesnmon stocl 12,04 22,97:
Additional paic-in capital 274,17: 287,54
Accumulated other comprehensive los (2,459 —
Accumulated defici (89,590 (112,049

Total shareholde’ equity 194,51( 198,84

$359,08( $ 351,98(

The accompanying notes are an integral part ottheasolidated financial statements.
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended

February 2, February 3, February 4,
2008 2007 2006
(In thousands, except share and per share dat.
Net sales $ 78155( $ 767,27% $ 691,85:
Cost of sales(exclusive of depreciation and amortization showlow) 510,53! 500,11 452,90°
Operating (income) expenses

Distribution and selling 241,68: 226,45( 212,36¢

General and administrati 24,89¢ 27,92: 24,86+

Depreciation and amortizatic 19,99: 22,23¢ 20,56¢

Restructuring cosl 5,04: 29 82

CEO transition cost 2,451 — —

Gain on sale of television stati — — (299)

Total operating expens 294,06 276,64( 257,59(
Operating loss (23,057) (9,479 (18,64¢6)
Other income (expense)

Other (18¢) 35C 4

Interest incomi 5,68( 3,80 3,04¢

Total other incom:i 5,49¢ 4,152 3,044
Loss from continuing operations before income taxeand equity in

net income of affiliates (17,55%) (5,327%) (15,607)

Gain on sale of RLM investme 40,24( — —

Income tax benefit (provisiot (839 (75) 762

Equity in net income of affiliate 60¢ 3,00¢ 1,38:
Income (loss) from continuing operations 22,45 (2,396 (13,457
Discontinued operations:

Loss from discontinued FanBuzz operations, neax — — (2,296
Net income (loss 22,45 (2,396 (15,759
Accretion of redeemable preferred stocl (297 (289) (287)
Net income (loss) available to common shareholde $ 22,16 $ (2,687 $ (16,040
Net income (loss) per common share

Continuing operation $ 05 % (0.0 $ (0.39)

Discontinued operatior — — (0.06)

Net income (loss $ 05 % (0.0 $ (0.49)
Net income (loss) per common shat— assuming dilution:

Continuing operation $ 05: $ (0.07) $ (0.37)

Discontinued operatior — — (0.06)

Net income (loss $ 05 $ (0.07) $ (0.43)
Weighted average number of common shares outsigr

Basic 41,992,16 37,646,16  37,181,71

Diluted 42,010,97 37,646,16  37,181,71

The accompanying notes are an integral part ottheasolidated financial statements.
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
For the Years Ended February 2, 2008, February 3,07 and February 4, 2006

Balance, January 31, 200!
Net loss

Exercise of stock options and common st
issuance:

Exercise of stock purchase warra

Stock purchase warrants forfeit

Restricted stock forfeite

Amortization of deferred compensati

Accretion on redeemable preferred st

Balance, February 4, 200¢
Net loss

Repurchases of common stc

Exercise of stock options and common st
issuance:

Stock purchase warrants forfeit

Shar+based payment compensat

Effect of accounting change (SFAS 12¢

Accretion on redeemable preferred st

Balance, February 3, 200"
Net income
Other comprehensive loss, net of t
Unrealized loss on securiti

Comprehensive incor

Repurchase of common sto

Exercise of stock options and common st
issuance:

Stock purchase warrants forfeit

Shar-based payment compensat

Accretion on redeemable preferred st

Balance, February 2, 200¢

Common Accumulated

Comprehensive Common Stock Stock  Additional Other Total
Income Number of Par  Purchase Paid-In Deferred Comprehensive Accumulated Shareholders

(Loss) Shares Value Warrants _ Capital  Compensatior Losses Deficit Equity

(In thousands, except share date
37,043,991 $ 37C $46,68: $ 264,00! $ (353 $ — $ (93,89)% 216,81.
$ (15,759 (15,759 (15,759
318,56¢ 3 — 1,902 — — — 1,90¢
281,201 3 (5,379 5,37¢ — — — 3
— —  (7,27¢) 7,27¢ — — — —
— — — 9) 9 — — —
= = = = 19C = = 19C
— — — (287) — — — (287)
37,643,67 37€ 34,02¢ 278,26t (159 — (109,64¢) 202,87:
$ (2,399 (2,396 (2,39€)
(405,68) (4 — (469 = = — (4,699
355,77 4 — 1,45¢ — — — 1,45¢
—  — (11,05) 11,05 = = = =
— — — 1,901 — — — 1,901
— — — (154) 154 — — —
— — — (289) — — — (289)
37,593,76  37€ 22,97. 287,54 — —  (112,04) 198,84
$ 22,45; 22,45; 22,45;
(2,459 — — — — — (2,459 — (2,459
$ 1000

(3,617,56) (36) — (26,94%) — — — (26,989
94,21¢ 1 = 52t — = = 52€
— — (10,93) 10,93: — — — —
— — — 2,41¢ = = = 2,41¢
— — — (297) — — — (297)
34,070,42 $ 341 $12,04. $ 274,17. $ — 3 (2,459$% (89,590 $ 194,51(

The accompanying notes are an integral part ottheasolidated financial statements.
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended

February 2, February 3, February 4,
2008 2007 2006
(In thousands)
OPERATING ACTIVITIES:
Net income (loss $ 22,45. $ (2,39¢) $ (15,759
Adjustments to reconcile net income (loss) to rehc(used for) provided
by operating activities
Depreciation and amortizatic 19,99: 22,23¢ 20,871
Share-based payment compensat 2,41¢ 1,901 —
Common stock issued to employe 12 24 37
Amortization of deferred revent (287) (119) —
Gain on sale of property and investme (40,240 (500 (250
Asset impairments and writeol 42¢ 17¢ 40C
Equity in net income of affiliate (609) (3,00€) (1,389
RLM dividends — 25C —
Vesting of deferred compensati — — 19C
Gain on sale of television stati — — (299)
Noncash lease termination beni — — (9249)
Noncash tax benet — — (832
Changes in operating assets and liabilit
Accounts receivabl 7,68( (29,699 (8,079
Inventories (12,827 1,22 (12,94)
Prepaid expenses and otl 1,532 3,594 (3,41¢)
Deferred revenu 1,18¢ 2,18¢ —
Accounts payable and accrued liabilit 9,44¢ 7,651 11,99¢
Net cash (used for) provided by operating actisi 11,18¢ 3,54z (10,379
INVESTING ACTIVITIES:
Property and equipment additic (11,789 (11,470 (9,750
Proceeds from sale of investment in RLM and prog 43,75( 50C 50C
Purchase of investmer (82,919 (21,627 (80,459
Proceeds from sale of short and I-term investment 50,47 31,03t 79,19:¢
Proceeds from sale of television stati — — 40C
Net cash used for investing activiti (47%) (1,562) (10,117
FINANCING ACTIVITIES:
Proceeds from exercise of stock optir 514 1,43t 1,86¢
Payments for repurchases of common s (26,985 (4,699 —
Payment of lon-term obligations (139 (363) (881)
Net cash provided by (used for) financing actia (26,60°%) (3,62%) 98¢
Net decrease in cash and cash equiva (15,89) (1,647 (19,499
BEGINNING CASH AND CASH EQUIVALENTS 41,49¢ 43,14: 62,64(
ENDING CASH AND CASH EQUIVALENTS $ 25,60f $ 41,49¢ $ 43,14
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended February 2, 2008, February 3, 2007, arfeebruary 4, 2006

1. The Company:

ValueVision Media, Inc. and Subsidiaries (the “Camny") is an integrated direct marketing company tha
markets, sells and distributes its products diyeicticonsumers through various forms of electronédia and direct-
to-consumer mailings otherwise known as multi-clehmetailing. The Company’s operating strategy mpooates
television home shopping, internet e-commercectimail and on-line marketing and fulfillment sers.

The Company'’s television home shopping business aseir spokespersons to market brand name avateri
label consumer products at competitive prices. Chmpany’s live 24-hour per day television home ghog
programming is distributed primarily through cabted satellite affiliation agreements and the pusetaf month-to-
month full and part-time lease agreements of cabtebroadcast television time. In addition, the Gany
distributes its programming through one Company-eavfull power television station in Boston, Masazsstts.
The Company also markets a broad array of merckariiough its internet shopping websites, www.sbogom
and www.shopnbc.tv.

The Company has an exclusive license agreementN@th Universal, Inc. (“NBCU"), for the worldwide as
of an NBC-branded name and the peacock image thrblaty 2011. Pursuant to the license, we operate our
television home shopping network under the ShopNBd name and operate our internet website uhder t
ShopNBC.com brand name.

The Company, through its wholly owned subsidiary] ¥ulfilment Center, Inc. (“VVIFC"), provides
fulfilment and warehousing services for the flifient of merchandise sold by the Company. VVIF® giovides
fulfillment, warehousing, customer service andrredeketing services to Ralph Lauren Media, LLC (“R)Mhe
operator of the Polo.com e-commerce business.

2. Summary of Significant Accounting Policies:
Principles of Consolidation

The accompanying consolidated financial statemientade the accounts of the Company and its whmiiyec
subsidiaries. Intercompany accounts and transactiame been eliminated in consolidation.

Fiscal Year

The Company’s most recently completed fiscal yeaied on February 2, 2008 and is designated fis¥af.2
The year ended February 3, 2007 is designated 26€®% and the year ended February 4, 2006 is datgd fiscal
2005. Starting in fiscal 2005, the Company starggbrting on a 52/53 week fiscal year which endshenSaturday
nearest to January 31. The 52/53 week fiscal yeawsfor the weekly and monthly comparability @fies results
relating to the Company’s television home-shopinginess. As a result of this fiscal year changefaourth
quarter of fiscal 2006 had 13 weeks compared tdaheth quarter of fiscal 2005 which had 14 week4,36%
decrease in the number of days over fiscal 20086.cHange in the fiscal year was not significartheoCompany’s
annual consolidated financial statements.

Revenue Recognition and Accounts Receivable

Revenue is recognized at the time merchandisdppath or when services are provided. Shipping amiling
fees charged to customers are recognized as meliskds shipped and are classified as revenueein th
accompanying statements of operations in accordaitheEmerging Issues Task Force (“EITF”) Issue
No. 0(-10, Accounting for Shipping and Handling Fees and QdsETF 00-10"). The Company classifies shipping
and handling costs in the accompanying statemémgeayations as a component of cost of sales. Revien
reported net of estimated sales returns and exzlsales taxes. Sales returns are estimated andigddoer at the
time of
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sale based on historical experience. Paymentsvestéir unfilled orders are reflected as a compooénccrued
liabilities.
Revenue is recognized for the Company’s fulfillmeetvices when the services are provided in acocsla

with the Company’s contractual obligation, the saiece is fixed or determinable and collectibiigyreasonably
assured. The Company'’s customary shipping termisféulfillment services are Freight-On-Board gfiiig point.

Accounts receivable consist primarily of amounte thom customers for merchandise sales and froritcre
card companies, and are reflected net of reseoresstimated uncollectible amounts of $6,888,000edtruary 2,
2008 and $3,641,000 at February 3, 2007. The Coynptilizes an installment payment program calledué®ay
that entitles customers to purchase merchandisgametally pay for the merchandise in two to figei@ monthly
credit card installments. As of February 2, 2008 Babruary 3, 2007, the Company had approxima@®g¥5,000
and $105,197,000, respectively, of net receivathlesfrom customers under the ValuePay installmesdrnam. The
Company maintains allowances for doubtful accofortgstimated losses resulting from the inabilityt®
customers to make required payments. Provisioddobtful accounts receivable (primarily relatedhe
Company'’s ValuePay program) for the years endeduaep 2, 2008, February 3, 2007 and February 46 20€re
$12,613,000, $6,065,000 and $4,542,000, respegtivel

Cost of Sales and Other Operating Expenses

Cost of sales includes primarily the cost of menctige sold, shipping and handling costs, inbouajffit costs
excess and obsolete inventory charges and custmueesy credits. Purchasing and receiving castdding costs
of inspection, are included as a component ofibigtion and selling expense and were approxima&;,289,000,
$11,689,000 and $10,460,000 for the years endedi&sb2, 2008, February 3, 2007 and February 46200
respectively. Distribution and selling expense strrimarily of cable and satellite access feesdit card fees, bz
debt expense and costs associated with purchasthgeaeiving, inspection, marketing and advertisstgpw
production, website marketing and merchandisirigmarketing, customer service, warehousing andlfo#ént.
General and administrative expense consists prliynafrcosts associated with executive, legal, aotiog and
finance, information systems and human resourceartiaents, software and system maintenance cositract
insurance, investor and public relations and dinefetes.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash, mongenhfands and commercial paper with an originaturity
of 90 days or less. The Company maintains its batdnces at financial institutions in investmerdcamts that are
not federally insured. The Company has not expeeenosses in such accounts and believes it isxprised to an
significant credit risk on its cash and cash edeivis.

Short and Long-Term Investments

Short-term investments consist principally of inwesnt grade corporate debt with original maturityes of
less than one year. Long-term investments consistipally of investment grade securities and coap® debt with
original maturity dates greater than one year. Chmpany maintains its short and long-term investsiah
financial institutions in investment accounts theg not federally insured. Although managementbeb the
Company’s short and long-term investment policgaaservative in nature, certain short-term investimean be
exposed to the credit risk of the underlying conipgto which they relate and interest earned osetlrevestments
are subject to interest rate fluctuations. The Camyfbelieves it is not exposed to any significartld risk on its
short-term investments. The average maturity o@bmpany’s short-term investment portfolio rangesrf
30-180 days.

The Company’s short and long-term investments svpsincipally of corporate debt securities, whick
classified as either available-for-sale or heldvaturity, depending on management’s investmenntiars
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relating to these securities. The Company detersrtime appropriate classification of its short aymhtterm
investments at the time of purchase and re-evasateh classification as of each balance sheet Aatdlable-for-
sale securities are marked to market based upaedjntarket values of these securities. For avaitédnt-sale
securities not actively traded, fair values ar@vestied by using quoted market prices of comparisieuments or,
if there are no relevant comparables, on pricinglei® formulas or cash flow forecasting models gisirrent
assumptions. Investments categorized as held-tafityahire carried at amortized cost because thepganmhas
both the intent and ability to hold these investtaemtil they mature. Premiums and discounts arertired or
accreted into earnings over the life of the relatedilable-for-sale or held-to-maturity securityvidends or interest
income is recognized when earned. The Company owmisvestments that are classified as trading #éssur

The Company reviews impairments associated witlatiove to determine the classification of the impant
as “temporary” or “other-than-temporary”. A tempigrémpairment charge results in an unrealized beag
recorded in the other comprehensive income comparestockholders’ equity. Such an unrealized lbsss not
reduce net income for the applicable accountingpddrecause the loss is viewed as temporary. Tdterfa
evaluated to differentiate between temporary ahérethan-temporary are the near-term and long-fgoapects of
the issuer, the duration and extent to which theketavalue has been less than cost and our ahititlyintent to hold
these investments for a period of time sufficiemtthem to recover in value.

Inventories

Inventories, which consist primarily of consumerrat@ndise held for resale, are stated principdlthelower
of average cost or realizable value and are refteoet of obsolescence write downs of $4,103,06®&hbtuary 2,
2008 and $4,431,000 at February 3, 2007.

Advertising Costs

Promotional advertising, including internet seamtdrketing fees and direct response customer maiking
expensed in the period the advertising initialketm place. Other direct-response advertising cpsatgjng and
postage expenditures, are capitalized and amortizedthe period during which the benefits are etgd The
Company receives vendor allowances for the reindmest of certain advertising costs. Advertisingwlinces
received by the Company are recorded as a redustierpense and were $2,020,000, $581,000 and G30Q4or
the years ended February 2, 2008, February 3, 200 February 4, 2006, respectively. Total advegisiosts and
internet search marketing fees, after reflectimowances given by vendors, totaled $24,838,000,6818000 and
$14,408,000 for the years ended February 2, 208&uary 3, 2007 and February 4, 2006, respectiaglg,consists
primarily of contractual marketing fees paid totaar cable operators for cross channel promotiosiaternet
advertising paid to search engine operators afffictdriving affiliate websites. The Company incksladvertising
costs as a component of distribution and sellimgeese in the Company’s consolidated statementeriatipns.

Property and Equipment

Property and equipment are stated at cost. Imprea&srand renewals that extend the life of an a@sset
capitalized and depreciated. Repairs and maintenameccharged to expense as incurred. The costcudnulated
depreciation of property and equipment retiredtbenwise disposed of are removed from the relatedunts, and
any residual values are charged or credited toatipeis. Depreciation and amortization for financegorting
purposes are provided on the straight-line mettasdth upon estimated useful lives.
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Property and equipment consisted of the following:

Estimated

Useful Life February 2, February 3,

(In Years) 2008 2007
Land and improvemen — $ 3,454,000 $ 3,454,00
Buildings and improvemen 5-40 21,885,00 18,403,00
Transmission and production equipm 5-10 8,267,00! 7,881,001
Office and warehouse equipme 3-15 10,790,00 10,003,00
Computer hardware, software and telephone equip 3-7 64,210,00 57,206,00
Leasehold improvemen 35 3,136,00! 3,440,00!
Less— Accumulated depreciation and amortizat (75,115,00) (60,280,00)

$36,627,00  $40,107,00

NBC Trademark License Agreement

As discussed further in Note 15, in November 20088,Company entered into a Trademark License Ageeém
with NBCU (the “License Agreement”) pursuant to ehiNBCU granted the Company an exclusive, worldwide
license for a term of ten years to use certain Nia@emarks, service marks and domain names tore ibhe
Company’s business and corporate name on the mthsonditions set forth in the License Agreemkmthe first
quarter of fiscal 2007, the Company entered intamendment to the License Agreement which extetfteterm
of the License Agreement by six months to May 18,12 In connection with the License Agreement,Goenpany
issued to NBCU warrants to purchase 6,000,000 stadrlne Company’s common stock at an exercise mfic
$17.375 per share (see Note 6). In March 2001Ctmapany established a measurement date with refsptet
License Agreement by amending the agreement, aad the fair value of the trademark license asiset a
$32,837,000, which is being amortized over the iaing term of the License Agreement. The Compargdube
Black-Scholes option pricing model to compute thie fnarket value of the NBCU warrants at March 2G01.
Significant assumptions in the warrant fair valaéualation included: market price of $11.00; exsegprice of
$17.375; risk-free interest rate of 5.08%; volgtifactor of 53.54%; and dividend yield of 0%. AsFebruary 2,
2008, all of the warrants are vested and 4,00000@0e warrants have expired unexercised. As oflealy 2, 2008
and February 3, 2007, accumulated amortizatiorte@ e this asset totaled $23,829,000 and $20,603,0
respectively.

Cable Distribution and Marketing Agreement

As discussed further in Note 13, in March 1999,Glmenpany entered into a ten-year Distribution and
Marketing Agreement with NBCU, which gives NBCU tieclusive right to negotiate on behalf of the Campfor
the distribution of its home shopping televisiomnvéze. In compensation for these services, the Gomurrently
pays NBCU an annual fee of approximately $930,0@0issued NBCU a Distribution Warrant to purchase
1,450,000 shares of the Company’s common stock akarcise price of $8.29. The value assigneddo th
Distribution and Marketing Agreement and relatedramat of $6,931,000 was determined pursuant tmdegender
appraisal using the Black-Scholes option pricingledi@nd is being amortized on a straight-line bages the term
of the agreement. Significant assumptions useddamiarrant valuation included: market price of $9 &xercise
price of $8.29; risk-free interest rate of 5.01%tatility factor of 55.36%; and dividend yield o¥0 As of
February 2, 2008 and February 3, 2007, accumutatesttization related to this asset totaled $6,0824nhd
$5,389,000, respectively.

In the fourth quarter of fiscal 2002, the Compassuied to NBCU additional warrants to purchase Iosbare:
of the Company’s common stock at an exercise @ficd5.74 per share. The warrants were
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assigned a fair value of $172,000, vest over fiwarg and had a five-year term from the date oingsThese
warrants were issued in connection with the Distitn and Marketing Agreement which provides thaditional
warrants are to be granted at current market ptipes the achievement of specific goals associatddthe
distribution of the Company’s television programminith respect to full-time equivalent (“FTE") sudviber
homes. The fair value assigned to these distribwtiarrants were determined using the Bl&ackoles option pricir
model and are being amortized over the weightedagesterm of the new distribution agreements whéctge from
five to seven years. As of February 2, 2008 and &l 3, 2007, total accumulated amortization egldb this asset
totaled $172,000 and $146,000, respectively.

Intangible Assets

Intangible assets have been recorded in connegftbrthe Company’s acquisition of the ShopNBC liserand
with the issuance of distribution warrants to NBCQhtangible assets have also been recorded bydhgpény as a
result of the acquisition of television station WWRDV-46. Intangible assets in the accompanying alisted
balance sheets consist of the following:

Weighted February 2, 2008 February 3, 2007
Average Gross Gross
Life Carrying Accumulated Carrying Accumulated
(Years) Amount Amortization Amount Amortization
Amortized intangible asset
NBC trademark license agreem: 10.5 $34,437,00 $(23,829,00) $32,837,00 $(20,603,00)
Cable distribution and marketing agreem 9.t 8,278,000 (7,406,00) 8,278,000 (6,519,00i)

$42,715,00 $(31,235,00) $41,115,00 $(27,122,00)

Unamortized intangible asse
FCC broadcast licen $31,943,00 $31,943,00

Amortization expense for the NBCU intangible asses $4,113,000 for the year ended February 2, 2008
was $4,122,000 for each of the years ended Feb8)@§07 and February 4, 2006, respectively. Esétha
amortization expense for the next five years ifoisws: $3,943,000 in fiscal 2008, $3,383,000istél 2009,
$3,227,000 in fiscal 2010 and $927,000 in fiscdl20

The FCC broadcasting license, which relates t&Citi@pany’s acquisition of television station WWDP -4,
is not subject to amortization as a result ofngefinite useful life. The Company tests the FGQ@riise asset for
impairment annually, or more frequently if eventsbanges in circumstances indicate that the asiggit be
impaired. There was no impairment as of Februag028.

Other Assets
Other assets consisted of the following:

February 2, February 3,

2008 2007
Investment in RLV $ —  $4,139,00!
Prepaid launch fees, r — 561,00(
Deferred satellite rer 538,00( 672,00(
Other, ne 3,00( 120,00(

$541,000 $5,492,00i
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Prepaid launch fees represent prepaid amountd@aible operators upon entering into cable afiiia
agreements and prepaid satellite transponder lafgesh These fees are capitalized and amortizedtiosdives of
the related affiliation contracts, which rangechir@-8 years.

Deferred satellite rent is attributable to the Camps fiscal 2004 long-term satellite services aéagreement
that contains provisions for scheduled rent dee®aser the lease term. The Company recognizesldted rental
expense on a straight-line basis and records fferetice between the recognized rental expensamodints
payable under the lease as deferred rent.

Other assets consist principally of long-term dépand the long-term portion of prepaid compesatiosts
associated with employment contracts entered initto eertain key employees of the Company in fig@04.
Compensation expense is being recognized for thasteacts over the four-year service period.

RLM Investment

As discussed in Note 14, in February 2000, the Gompentered into a strategic alliance with PolgoRal
Lauren, NBCU, NBCi and CNBC and created RLM, af@i@nture formed for the purpose of bringing the
Polo Ralph Lauren American lifestyle experiencedasumers via multiple platforms, including thesimiet,
broadcast, cable and print. The Company, throughPZyhas entered into an agreement to provideioerta
fulfillment and customer care services to RLM.

On March 28, 2007, the Company entered into a Meshie Interest Purchase Agreement (“Purchase
Agreement”) with Polo Ralph Lauren, NBCU and certdBCU affiliates, pursuant to which the Companigsts
12.5% membership interest in RLM to Polo Ralph leauior an aggregate purchase price of $43,750/90ash. A
a result of this sales transaction, the Compangrded a pre-tax gain of $40,240,000 on the saRLM in the first
quarter of fiscal 2007.

The Company accounted for its ownership intere&L under the equity method of accounting and sidid
its investment balance for its share of RLM incaane losses each reporting period. Total equityeinmcome of
RLM recorded by the Company during fiscal 2007,&66d 2005 was $609,000, $3,006,000 and $1,383,000,
respectively.

The following summarized financial information rela to RLM for the applicable reporting periods (in
thousands):

Three Months Ended Twelve Months Ended Twelve Months Ended

March 31, 2007 December 31, 2001 December 31, 200!
Net sales $ 26,21 $ 110,93( $ 85,58¢
Gross profit $ 17,22: % 75,857 $ 56,97(
Net income $ 4,871 $ 24,05 $ 17,04¢
March 31, 2007 December 31, 2001
Total current asse $ 78,74¢ $ 76,52¢
Total asset $ 79,63¢ $ 76,837
Total liabilities $ 18,90¢ $ 22,17¢
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Accrued Liabilities

Accrued liabilities consisted of the following:

February 2, February 3,
2008 2007
Accrued cable access fe $13,483,00 $17,960,00
Accrued salaries and relat 4,640,00! 11,083,00
Reserve for product retur 8,376,00! 8,498,001
Other 18,110,00 10,168,00

$44,609,000 $47,709,00

Income Taxes

The Company accounts for income taxes under thditiamethod of accounting in accordance with the
provisions of Statement of Financial Accountingrgi@rds No. 109Accounting for Income Tax¢$FAS No. 109)
whereby deferred tax assets and liabilities aregeized for the expected future tax consequenceangjorary
differences between financial statement and taislidsassets and liabilities. Deferred tax assetkliabilities are
adjusted for the effects of changes in tax lawsrates on the date of the enactment of such lahes.Company
assesses the recoverability of its deferred tagtass accordance with the provisions of SFAS Ni®. 1

The Company adopted the provisions of FASB Integtien No. 48 Accounting for Uncertainty in Income
Taxes(“FIN 487), on February 4, 2007. FIN 48 clarifies the accounfor uncertainty in income taxes recognize
an enterprise financial statements in accordance with SFAS108. FIN 48 also prescribes a recognition thres
and measurement attribute for the financial statémezognition and measurement of a tax positikartar
expected to be taken in a tax return. Additiondfi\l 48 provides guidance on derecognition, clésiin, interest
and penalties, accounting in interim periods, diseie and transition. Upon implementation, the Camyp
determined its positions will more-likely-tharot be sustained if challenged. Therefore, no cative effect relatin
to adoption of FIN 48 resulted.

The Company recognizes interest and penaltiesrktatuncertain tax positions within income taxenge.
During the twelve months ended February 2, 200&i@pany did not recognized expense for interedt an
penalties, and, do not have any amounts accruedmtary 2, 2008 and February 3, 2007 respectif@iyhe
payment of interest and penalties.

The Company is subject to U.S. federal income tarand the taxing authorities of various statdse T
Company’s tax years for 2004, 2005, and 2006 ameiathy subject to examination by taxing authostig/ith
limited exceptions, the Company is no longer sutiied).S. federal, state, or local examinationgabyyauthorities
for years before 2004.

Net Income (Loss) Per Common Share

Basic EPS is computed by dividing reported earnimgthe weighted average number of common shares
outstanding for the reported period following theiclass method. The effect of our participatingwartible
preferred stock is included in basic earnings paresunder the two-class method per EITF 0B&8ticipating
Securities and the Two-Class Methbdilutive. Diluted EPS reflects the potentialutibn that could occur if
securities or other contracts to issue common staak exercised or converted into common stock@f@ompany
during reported periods.
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A reconciliation of EPS calculations and the numifeshares used in the calculation of basic EP @t
two-class method and diluted EPS under SFAS No.id 28 follows:

For the Years Ended

February 2, February 3, February 4,
2008 2007 2006

Net income (loss) from continuing operatic $22,452,00 $(2,396,00) $(13,457,00)
Weighted average number of common shares outsiguogding

two-class metho 36,652,00 37,646,00 37,182,00
Effect of participating convertible preferred stc 5,340,001 — —
Weighted average number of common shares outsiguogding

two-class metho— Basic 41,992,00 37,646,00 37,182,00
Dilutive effect of stock options, n-vested shares and warra 19,00( — —
Weighted average number of common shares outstgréin

Diluted 42,011,00 37,646,00 37,182,00
Net income (loss) from continuing operations penown sharc  $ 05: % (0.0 $ (0.37)
Net income (loss) from continuing operations penown

share— assuming dilutior $ 05: § 0.0 % (0.39)

In accordance with SFAS No. 128, for the years dreigbruary 3, 2007 and February 4, 2006, approgipat
228,000 and 611,000, respectively, in-the-monegmdlly dilutive common share stock options andresats and
5,340,000 shares of convertible preferred stocle tmen excluded from the computation of dilutedhiegis per
share, as required under SFAS No. 128, as thet@fféloeir inclusion would be anti-dilutive.

Comprehensive Income (Loss)

The Company reports comprehensive income (losagéordance with Statement of Financial Accounting
Standards No. 13®Reporting Comprehensive IncoifiSFAS No. 130"). SFAS No. 130 establishes stansléod
reporting in the financial statements all changesquity during a period, except those resultimgfinvestments b
and distributions to owners. For the Company, cahensive income (loss) includes net income (losd)adher
comprehensive income (loss). Total comprehensigente (loss) was $19,998,000, $(2,396,000) and $§B3000)
for the years ended February 2, 2008 February@7 20d February 4, 2006 respectively.

Fair Value of Financial Instruments

Statement of Financial Accounting Standards No, Dd§closures about Fair Value of Financial Instrunten
(“SFAS No. 107"), requires disclosures of fair vaiaformation about financial instruments for whitfs
practicable to estimate that value. In cases wheoted market prices are not available, fair vahresbased on
estimates using present value or other valuaticinigues. Those techniques are significantly aéf@tty the
assumptions used, including discount rate and estisnof future cash flows. In that regard, thewaetifair value
estimates cannot be substantiated by comparisimaépendent markets and, in many cases, couldenadized in
immediate settlement of the instrument. SFAS N@. &cludes certain financial instruments and afi-financial
instruments from its disclosure requirements. Adoaly, the aggregate fair value of amounts presgtdb not
represent the underlying value of the Company.

60




Table of Contents

VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The Company used the following methods and assomgpth estimating its fair values for financial
instruments:

The carrying amounts reported in the accompanyimgalidated balance sheets approximate the faievar
cash and cash equivalents, short-term investmaotsunts receivable, accounts payable and acdalslities, due
to the short maturities of those instruments.

Fair values for long-term investments are basequmted market prices, where available. For seegritbt
actively traded, fair values are estimated by usjongted market prices of comparable instruments tirere are no
relevant comparables, on pricing models, formulasash flow forecasting models using current asgiamg.

Use of Estimates

The preparation of financial statements in confeymiith generally accepted accounting principlethia
United States of America requires management tceregkmates and assumptions that affect the repanwunts
of assets and liabilities, the disclosure of cayeint assets and liabilities as of the date of ithential statements a
the reported amounts of revenues and expensegdeporting periods. These estimates relate priyngrithe
carrying amounts of accounts receivable and invergpthe realizability of certain longrm assets and the recor
balances of certain accrued liabilities and reseridtimate results could differ from these estiesat

Stock-Based Compensation

The Company accounts for stock-based compensatiangements in accordance with Statement of Fia&nci
Accounting Standards No. 123(R) (revised 20@#hgare-Based Paymen€ompensation is recognized for all stock-
based compensation arrangements by the Comparhygliimg employee and non-employee stock optionstgoan
after February 2, 2006 and all unvested stock-basethensation arrangements granted prior to Fep@)&006 as
of such date, commencing with the quarter ended 6)&p06. The Company adopted the standard uséng th
modified prospective transition method, which regsithe application of the accounting standardl tshare-based
awards issued on or after the date of adoptioreagdutstanding share-based awards that were issiemt
vested as of the date of adoption. Accordingly,Gloenpany did not restate the financial statemesrtpériods prior
to the first quarter of fiscal 2006 as a resulthaf adoption but does present the disclosure-dfédgts of stockbase:
compensation. See Note 6.

In accordance with SFAS 123R, the estimated grat® fhir value of each stock-based award is rezegnin
income over the requisite service period (genethkyvesting period). The estimated fair valueasfreoption is
calculated using the Black-Scholes option-pricingdel. Non-vested share awards are recorded as osanpen
cost over the requisite service periods based @mirket value on the date of grant.

Prior to February 5, 2006 the Company applied geegnition and measurement principles of Accounting
Principles Board No. 2% ccounting for Stock Issued to Employg@d’B 25”), to our stock options and other stock-
based compensation plans as permitted pursuamatien®ent of Financial Accounting Standards No. 123,
Accounting for Sto-Based Compensatiarin accordance with APB 25, cost for stock-bassdmensation was
recognized in income based on the excess, if drthieaquoted market price of the stock at the gdaté of the
award or other measurement date over the amougringtoyee must pay to acquire the stock. The exepise for
stock options granted to employees equaled tharfaiket value of the Company’s common stock atitite of
grant, thereby resulting in no recognition of comgation expense by the Company. Non-vested sharlawre
recorded as compensation cost over the requisiéegeriods based on the market value on theafageant.
Unearned compensation cost on non-vested sharelswas shown as a reduction to shareholders’ equity

Recently Issued Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&alard (“FASB”) issued Statement of Financial
Accounting Standards (“SFAS”) No. 141(Bsiness CombinatiofSSFAS No. 141(R)"). SFAS No. 141(R)
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applies to all transactions or other events in Wiaic entity obtains control of one or more busiaesSFAS No. 141
(R) establishes how the acquirer of a businessldlieaognize, measure and disclose in its finarsteEtements the
identifiable assets and goodwill acquired, theilitds assumed and any noncontrolling intereshmacquired
business. SFAS No. 141(R) is applied prospectif@lall business combinations with an acquisitiatedon or after
the beginning of the first annual reporting petedjinning on or after December 15, 2008, with eaplglication
prohibited. SFAS No. 141(R) will not have an impantthe Company’s historical consolidated finanstatements
and will be adopted in the first quarter of fis2@D9.

In September 2006, the FASB issued SFAS No. E&if,Value Measuremen{8SFAS No. 157"), to establish
a consistent framework for measuring fair value exyland disclosures on fair value measurementsS¥& 157
does not impose fair value measurements on itemnalready accounted for at fair value; rather plags, with
certain exceptions, to other accounting pronouncesrihat either require or permit fair value meaments. Under
SFAS No. 157, fair value refers to the price thatld be received to sell an asset or paid to tearesfiability in an
orderly transaction between market participanthéprincipal or most advantageous market. Thedstahclarifies
that fair value should be based on the assumpti@rket participants would use when pricing the tassability.
The provisions of SFAS No. 157 are effective fecél years beginning after November 15, 2007. Tom@any is
currently evaluating the effect that the adoptib®BAS No. 157 will have on its consolidated resait operations
and financial condition.

3. ShopNBC Private Label and C+-Brand Credit Card Program:

In the third quarter of fiscal 2006, the Companydduced and established a new private label aduraod
revolving consumer credit card program (the “Pragfla The Program is made available to all qualifeeshsumers
for the financing of purchases of products from [@BC and for the financing of purchases of prodacid service
from other non-ShopNBC retailers. The Programtierided to be used by cardholders for purchases pradarily
for personal, family or household use. The isstiagk is the sole owner of the account issued utideProgram
and absorbs losses associated with non-paymergrbialders. The issuing bank pays fees to the Coynpased
on the number of credit card accounts activatedosinchrd usage. Once a customer is approved tivecge
ShopNBC private label or co-branded credit cardthedcard is activated, the customer is eligiblpddicipate in
the Company’s credit card rewards program. Under¢iwards program, points are earned on purchasés with
the credit cards at ShopNBC and other retailergavtiee co-branded card is accepted. Cardholdersaatiomulate
the requisite number of points are issued a $5ficate award towards the future purchase of SHHEN
merchandise. The certificate award expires afteit@months if unredeemed. The Company accounthiéor
rewards program in accordance with Emerging Is3as& Force (“EITF”) issue No. 00-2&¢ccounting for “Points”
and Certain Other Time-Based or Volume-Based Satemntive Offers, and Offers for Free Products en&es to
Be Delivered in the Futur. The value of points earned is included in acciigdilities and recorded as a reduction
in revenue as points are earned, based on thévaliae of points that are projected to be redeeriibd Company
accounts for the Private Label and Co-Brand Ci@did Agreement in accordance with EITF No. 00Rdyenue
Arrangements with Multiple Deliverabl. In conjunction with the signing of the ShopNBGvAte Label and Co-
Brand Credit Card Agreement, the Company receiv@u the issuing bank a non-refundable signing basuan
incentive for the Company to enter into the agradmEhe bonus has been recorded as deferred revrethe
accompanying financial statements and is beinggmzed as revenue over the term of the agreement.

4. Short and Long-Term Investments:

At February 2, 2008, our investment portfolio irdddl auction rate securities with an estimatedviaine of
$24,346,000 ($26,800,000 cost basis). The Compamucton rate securities are variable rate deldtuingents that
have underlying securities with contractual maiesigreater than ten years. Holders of auctionsaterities can
either sell through the auction or bid based orsirdd interest rate or hold and accept the raset If there are
insufficient buyers, then the auction fails anddee$ are unable to liquidate their investment tglotine auction. A
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failed auction is not a default of the debt instamt) but does set a new interest rate in accordaitheéhe original
terms of the debt instrument. The result of a thdection is that the auction rate security corgito pay interest in
accordance with its terms. Auctions continue tdélel as scheduled until the auction rate securétunes or until it
is called. These mostly AAA-rated auction rate sities, which met our investment guidelines attihee the
investments were made, have failed to settle iti@ms during fiscal 2007. At this time, these invesnts are not
liquid, and in the event the Company needs to actesse funds, the Company will not be able toawithout a
loss of principle.

The Company has reduced the carrying value of tthesstments by $2,454,000 through other comprethens
income (loss) to reflect a temporary impairmentlmase securities. Currently, the Company belielresa
investments are temporarily impaired, but it is detr in what period of time they will be settl€le to the currer
lack of liquidity of these investments, they arassiified as long-term investments on our balaneetsh

Short and long-term investments include the folloyvavailable-for-sale securities at February 2 886d
February 3, 2007:

February 2, 2008

Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Shor-term:
Auction-rate securitie $ 6,502,000 $ — 3 — $ 6,502,001
Corporate bond 4,088,001 — — 4,088,00!
$10,590,00 $ — $ — $10,590,00
Long-term:
Auction-rate securitie $26,800,00 $ —  $2,454,000 $24,346,00
February 3, 2007
Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Shor-term:
Auction-rate securitie $29,798,00 $ — 3 —  $29,798,00

Short and long-term investments include the folloyvineld-to-maturity securities at February 2, 2668
February 3, 2007:

February 2, 2008

Gross Gross
Carrying Unrecognized Unrecognized Estimated
Amount Holding Gains Holding Losse: Fair Value
Shor-term:
Corporate bond $22,883,00 $ 122,000 $ 87,00C  $22,918,00
Long-term:

Corporate bond $ 1,960,000 % — 3 28,00 $ 1,932,00

63




Table of Contents

VALUEVISION MEDIA, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

The following table summarizes the contractual mtds of the Company’s short and long-term delsusiéies
as of February 2, 2008:

Less than one ye: $33,473,00
Mature in -2 years 1,960,00!
Mature after 5 yeatr 24,346,00

$59,779,00

Proceeds from sales of available-for-sale and teelthaturity securities were $50,477,000, $31,035,@n0d
$79,193,000 during fiscal 2007, 2006 and 2005,gesgely. Sales of available-for-sale securitiefisnal 2007,
fiscal 2006 and fiscal 2005 resulted in no gainksses recorded. The cost of all securities solthsed on the
specific identification method. The Company recadrdbarges for other-than-temporary impairment sgesiof
$72,000, $-0- and $-0- during fiscal 2007, 2006 2005, respectively. As of February 2, 2008, afisgrunrealized
losses on the Company’s taxable auction rate ggdnviestments deemed to be temporarily impairecghzeen in
an unrealized position for less than twelve months.

5. Discontinued FanBuzz Operations

In the second quarter of fiscal 2005, the Compagydid to close its FanBuzz subsidiary operatios a
finalized the shut down in the third quarter o£&52005. FanBuzz was an e-commerce and fulfillnsehitions
provider for a number of sports, media, entertaimnag@d retail companies. The decision to shut dBamBuzz was
made after continued operating losses were expikfollowing the loss of its NHL contract in Septser 2004
and after a number of other FanBuzz customersiedtihe Company in the first quarter of fiscal 2@0&t they
elected not to renew the term of their e-commeeteices agreements. FanBuzz ceased business opsra$ of
October 29, 2005 and was a reportable segment @#&8 No. 131. The results of operations for Fazbhave
been classified as discontinued operations in therapanying consolidated statements of operationalff periods
presented. Net sales from discontinued operatias$s,384,000 for the fiscal year ended Februa?p@6. Loss
from discontinued operations was $2,296,000 foffideal year ended February 4, 2006.

6. Shareholders Equity and Redeemable Preferred Stock
Common Stock

The Company currently has authorized 100,000,08@eshof undesignated capital stock, of which
approximately 34,070,000 shares were issued arstiamaling as common stock as of February 2, 2008 bblard o
directors may establish new classes and seriegpitiat stock by resolution without shareholder appt.

Dividends

The Company has never declared or paid any diveleitth respect to its capital stock. Under the ®ohthe
shareholder agreement between the Company and @iEalEquity Investments, Inc. (“GE Equity”), theo@pany
is prohibited from paying dividends in excess of 8#the Company’s market capitalization in any dilsguarter.

Redeemable Preferred Stock

As discussed further in Note 13, in fiscal 1999spant to an Investment Agreement between the Coyngiad
GE Equity, the Company sold to GE Equity 5,339,508res of its Series A Redeemable Convertible Regfe
Stock, $0.01 par value for aggregate proceeds 4©£$4,000 less issuance costs of $2,850,000. Téferped stock
is convertible into an equal number of shares ef@ompanys common stock and has a mandatory redemption
ten years from date of issuance at $8.29 per shiheeexcess of the redemption value over the aagryalue is
being accreted by periodic charges to equity dvertén-year redemption period.
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Warrants

As discussed further in Notes 2 and 15, in Noven2080, the Company issued to NBCU warrants to @seh
6,000,000 shares of the Company’s common stock ekarcise price of $17.375 per share. The warraets
issued in connection with the Company’s executiba drademark License Agreement pursuant to whiBiCN
granted the Company an exclusive, worldwide licanagse certain NBC trademarks, service marks antagh
names to rebrand the Company’s business and ceeptaiene for a term of ten years. As of Februa@0D8, all of
the warrants are vested and 4,000,000 of the warheve expired unexercised.

As discussed further in Notes 2 and 13, in fis€@1Z the Company issued to NBCU warrants to puehas
36,858 shares of the Company’s common stock akartise price of $15.74 per share. The warrantsoxes five
years, and have a term of five years from the datesting. The additional warrants, which are ently
outstanding, were issued in connection with the @amy’s Distribution and Marketing Agreement with @8,
which provides that warrants will be granted atrent market prices upon the achievement of spegdads in
connection with distribution of the Company’s té&on programming with respect to FTE subscribenés.

Stock-Based Compensation

Stock-based compensation expense charged to cmfioperations for fiscal 2007 and fiscal 2006 texdato
stock option awards was $1,880,000 and $1,556/@8pectively. The Company has not recorded anyniecax
benefit from the exercise of stock options duéhuncertainty of realizing income tax benefitshia future.
Additionally, in fiscal 2006, the Company reclagsif unearned compensation on restricted stock anard
$154,000 to additional paid in capital. The cumukaeffect adjustment for forfeitures related tone@sted stock-
based awards was not material.

As of February 2, 2008, the Company had two aaim@ibus stock plans for which stock awards can be
currently granted: the 2004 Omnibus Stock Plarafasnded and restated in fiscal 2006) which providethe
issuance of up to 4,000,000 shares of the Compaoysnon stock; and the 2001 Omnibus Stock Plantwhic
provides for the issuance of up to 3,000,000 shafréiee Company’s stock. These plans are admieidtby the
human resources and compensation committee ofotte lof directors (“Compensation Committee”) anadviate
for awards for employees, directors and consultagtemployees and directors of the Company asaffiliates
are eligible to receive awards under the plans.types of awards that may be granted under theses jihclude
restricted and unrestricted stock, incentive anustatutory stock options, stock appreciation rightsformance
units, and other stock-based awards. Incentivksiptions may be granted to employees at such iseepcices as
the Compensation Committee may determine but ssttlean 100% of the fair market value of the uryilagl stock
as of the date of grant. No incentive stock optiay be granted more than ten years after the aféedate of the
respective plan’s inception or be exercisable ntloa@ ten years after the date of grant. Optionstgdato outside
directors are nonstatutory stock options with agreise price equal to 100% of the fair market valfithe
underlying stock as of the date of grant. Optiorsged under these plans are exercisable and djgnerst over
three years in the case of employee stock optindvast immediately on the date of grant in the eddirector
options, and generally have contractual termstbeeffive years from the date of vesting or tenrgdeom the date
of grant. Prior to the adoption of the 2004 and2p@&ns, the Company had other incentive stocloogilans in
place in which stock options were granted to emgdsyunder similar vesting terms. The Company lssgrhnted
non-qualified stock options to current and formieectors and certain employees with similar vestegns.

The fair value of each option award is estimatedhendate of grant using the Black-Scholes optiacing
model that uses assumptions noted in the followabte. Expected volatilities are based on the Hisbvolatility of
the Company'’s stock. Expected term is calculatéagusie simplified method taking into considerattbe option’s
contractual life and vesting terms. The risk-freteiest rate for periods within the contractua bf the option is
based on the U.S. Treasury yield curve in effethatime of grant. Expected dividend yields wesé n
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used in the fair value computations as the Compasynever declared or paid dividends on its comstock and
currently intends to retain earnings for use inrapens.

Fiscal Fiscal Fiscal

2007 2006 2005
Expected volatility 33%-40% 33%-35% 36%
Expected term (in year 6 years 6 years 6 year
Risk-free interest rat 3.2%-5.1%  4.7%5.12% 4.7%

A summary of the status of the Company’s stockawpéctivity as of February 2, 2008 and changesdithe
year then ended is as follov

2004 2001 1990 1994
Incentive Weighted Incentive Weighted Incentive Weighted Other Non- Weighted Executive Weighted
Stock Average Stock Average  Stock Average Qualified Average Stock  Average
Option Exercise  Option Exercise Option  Exercise Stock Exercise Option  Exercise
Plan Price Plan Price Plan Price Options Price Plan Price
Balance outstandini
February 3, 200 1,734,000 $ 12.0¢ 1,624,000 $ 14.4¢ 462,00 $ 18.0: 1,838,000 $ 15.8¢ 356,00( $ 27.57
Granted 1,603,001 6.1¢ 526,00( 10.5¢ — — — — — —
Exercisec (48,0000 10.5¢ — — (1,000 10.6¢ — — — —
Forfeited or cancele (348,000  12.3¢ (689,000  14.2t (425,000 18.41 (401,000 17.8C (356,00( 27.5i
Balance outstandini
February 2, 200 2,941,000 $ 8.8¢ 1,461,000 $ 13.14¢ 36,000 $ 13.8: 1,437,000 $ 15.3¢ — $ o
Options exercisable &
February 2, 200 1,276,000 $ 11.91 918,00 $ 14.46€ 36,00( $ 13.8: 1,403,000 $ 15.4¢ — $ —
February 3, 200 1,394,000 $ 12.27; 1,467,000 $ 14.6¢ 462,000 $ 18.0: 1,804,000 $ 15.9¢ 356,00( $ 27.5i
February 4, 200 1,322,000 $ 12.3¢ 2,097,000 $ 14.82 900,00( $ 18.1¢ 2,501,000 $ 16.61 648,00( $ 16.6¢

The following table summarizes information regagd#tock options at February 2, 2008:

Weighted Weighted
Weighted Average Weighted Average
Average Remaining Aggregate Vested or Average Remaining Aggregate
Options Exercise Contractual Intrinsic  Expected to Exercise Contractual Intrinsic
Option Type Outstanding  Price  Life (Years) Value Vest Price  Life (Years)  Value
2004 Incentive 2,941,000 $ 8.8¢ 8.€ $479,00( 2,774,000 $ 9.0C 8.5 $431,00(

2001 Incentive 1,461,000 $ 13.1¢ 6.4 3% — 1,405,000 $ 13.22 5.€ $ —
1990 Incentive 36,00( $ 13.8: 11 % o 36,00( $ 13.8:¢ 118% =
Other Nor-qualified: 1,437,000 $ 15.3¢ 02 % — 1,403,001 $ 15.4¢ 0.2 —
1994 Executive —$ — — $ — —3$ — — —

The weighted average grant date fair value of ogtgranted in fiscal 2007, 2006 and 2005 was $%3.64,8
and $6.84, respectively. The total intrinsic vatdi@ptions exercised during fiscal 2007, 2006 abd52was
$52,000, $2,984,000 and $1,252,000, respectivedyofA-ebruary 2, 2008, total unrecognized compesabst
related to stock options was $6,307,000 and is@®rpeo be recognized over a weighted average gefio
approximately 1.7 year.

Prior to fiscal 2006, the Company accounted fosttgk option plans under the recognition and nremsent
principles of APB No. 25, and the disclosure-onlgvyisions of SFAS 123. No employee stock option
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compensation cost was reflected in the net losall aptions granted under those plans had an meepeice equal
to the market value of the underlying common stmckhe date of grant. The following table illusésithe effect on
net loss and net loss per share if the Companypplied the fair value recognition provisions ofA&-No. 123 to
stock-based employee compensation:

For the Year Ended
February 4, 2006

Net loss available to common sharehold

As reportec $ (16,040,00)
Deduct: Total stock-based employee compensatioaresgpdetermined under fair value bas
method for all awards, net of related tax effe (17,591,00)
Pro forma $  (33,631,00)
Net loss per shar
Basic:
As reportec $ (0.4%)
Pro forma (0.90
Diluted:
As reportec $ (0.47)
Pro forma (0.90

In December 2005, the Company’s board of direcprzroved the acceleration and vesting of approxlyat
1,200,000 outstanding unvested stock options withxercise price greater than $11.78 per sharé as o
December 19, 2005 under the Company’s stock-bamethiive compensation plans. The options affeatedheld
by executive officers, directors and employeehief€ompany and have a range of exercise priceebatf#11.80
and $19.26 per share and a weighted average exg@mite of $15.06 per share. The board acceleth&edesting
period to eliminate the Company’s future recognitid compensation expense associated with thesefdhe
money stock options required under SFAS No. 123R¢hvwas effective for the Company beginning in filhet
quarter of fiscal 2006. As a condition of the aecation, the Company also imposed a holding pesiodhares
underlying the accelerated options held by cemthits executive officers requiring these officewgefrain from
selling any shares acquired upon the exerciseeohticelerated options until the date on which éfeted options
would have vested under the options’ original westerms.

Stock Option Tax Benefit

The exercise of certain stock options granted utideCompany’s stock option plans gives rise to
compensation, which is includible in the taxableoime of the applicable employees and deductibléaé&yompan
for federal and state income tax purposes. Suctpeasation results from increases in the fair markbte of the
Company’s common stock subsequent to the dateaot gif the applicable exercised stock options anmbt
recognized as an expense for financial accountimggses, as the options were originally grantateafair market
value of the Company’s common stock on the datgaft. The related tax benefits will be recordeddditional
paid-in capital if and when realized, and total28,$00, $1,106,000 and $484,000 in fiscal 200762001 2005,
respectively. The Company has not recorded théeagfit through paid in capital in these fiscalrgeas the relate
tax deductions were not taken due to the lossesried. These benefits will be recorded in the ajablie future
periods.

Restricted Stock

On June 28, 2007, the Company granted a total 8080shares of restricted stock from the Compa2@G4
Omnibus Stock Plan to its five non-management threclected by the holders of the Company’s comstook
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(in contrast to the three directors elected byhiblders of the Company’s preferred stock) as pttie@Company’s
annual director compensation program. The resttisteck vests on the first anniversary of the ddigrant. The
aggregate market value of the restricted stockeatiite of award was $459,000 and is being amdréigairector
compensation expense over the twelve-month veptnigd.

On June 21, 2006, the Company granted 40,000 sharestricted stock from the Company’s 2004 Omaibu
Stock Plan to its five non-management directorgaas of the Company’s annual director compensagiiagram.
The aggregate market value of the restricted stdthe date of award was $468,000 and was amorizelirector
compensation expense over the twelve-month veptngd. The shares vested on June 21, 2007. Isettend
quarter of fiscal 2004, the Company awarded 25db@0es of restricted stock to certain employeess rEstricted
stock grant vests over different periods rangiognfrl 7 to 53 months. The aggregate market valuleeofdstricted
stock at the award dates was $308,000 and is laemgtized as compensation expense over the regpeesting
periods. Compensation expense recorded in fisd,22006 and 2005 relating to restricted stock tgrams
$534,000, $345,000 and $190,000, respectively.fA=bruary 2, 2008, there was $375,000 of totakcognized
compensation cost related to non-vested restrittmek granted. That cost is expected to be recedrozer a
weighted average period of 0.7 years. The totaMaiue of restricted stock vested during fiscad20@006 and 20(
was $492,000, $26,000 and $888,000 respectively.

A summary of the status of the Company’s non-vesdstticted stock activity as of February 2, 2008 a
changes during the nine-month period then ended fsllows:

Weighted Average
Grant Date Fair

Shares Value
Non-vested outstanding, February 3, 2( 60,00 $ 11.8i
Granted 67,000 $ 9.3¢
Vested (45,000 $ 11.81
Forfeited — ¢ —
Non-vested outstanding, February 2, 2( 82,000 % 9.8¢

Common Stock Repurchase Program

In August 2006, the Company’s board of directorthatized a common stock repurchase program. The
program authorizes the Company’s management, aittinggh an investment banking firm selected as the
Company'’s agent, to repurchase up to $10 milliothefCompany’s common stock by open market purchase
negotiated transactions at prices and amountstasmaed by the Company from time to time. In M®p2, the
Company’s board of directors authorized the repaselof an additional $25 million of the Companyésnenon
stock under its stock repurchase program. Durisgpfi2007, the Company repurchased a total of )608&hares
of common stock for a total investment of $26,988,at an average price of $7.46 per share. Duiguglf20086, th
Company repurchased a total of 406,000 sharesnofmom stock for a total investment of $4,699,008raaverage
price of $11.58 per share. The Company did notnem@se any shares under its repurchase programgdhe fisca
year ended February 4, 2006. On March 6, 2008Ctrepan’s board of directors authorized an additional
$10 million for stock repurchases under its staghurchase program.
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7. Income Taxes:

The Company records deferred taxes for differebet#seen the financial reporting and income tax bage
assets and liabilities, computed in accordance taiHaws in effect at that time. The deferred sawedated to such
differences as of February 2, 2008 and Februa?9@7 were as follows:

February 2, February 3,
2008 2007
Accruals and reserves not currently deductiblédmpurpose $ 9,341,000 $ 7,578,00
Inventory capitalizatiol 1,388,00! 1,273,001
Basis differences in intangible ass (4,139,001 (3,477,00)
Differences in depreciation lives and meth 989,00( (5,043,000
Differences in investments and other ite 1,064,00! 2,182,001
Net operating loss carryforwar 47,887,00 60,681,00
Valuation allowanct (56,530,00) (63,194,00)
Net deferred tax ass $ — 3 —

The (provision) benefit from income taxes consisiethe following:

Years Ended
February 2, February 3, February 4,
2008 2007 2006

Current $(839,000) $ (75,0000 $ 762,001
Deferred — — —
$(839,000 $ (75,000 $762,00(

A reconciliation of the statutory tax rates to @@mpany’s effective tax rate is as follows:

Years Ended
February 2, February 3, February 4,

2008 2007 2006
Taxes at federal statutory ra 35.(% 35.(% 35.(%
State income taxes, net of federal tax bet 2.5 4.1 5.2
SFAS 123(R) stock option vesting expe 3.1 (53.9) —
Valuation allowance and NOL carryforward bene (37.0 10.€ (34.8)
Effective tax rate on continuing operatic 3.6% (3.2 5.4%

Based on the Company’s recent history of lossesCtimpany has recorded a full valuation allowaocét$
net deferred tax assets and net operating losgfeamards as of February 2, 2008 and February 8720
accordance with the provisions of SFAS No. 109,cwhplaces primary importance on the Company’s mexstnt
operating results when assessing the need fouatiah allowance. The ultimate realization of thdeéerred tax
assets depends on the ability of the Company tergés sufficient taxable income and capital gaithé future.
The Company intends to maintain a full valuatidowa&nce for its net deferred tax assets and nabtipg loss
carryforwards until sufficient positive evidencdsx to support reversal of the reserve. As of &aty 2, 2008, the
Company has gross operating loss carryforwardsdderal and State income tax purposes of approgiynat
$117 million and $52 million, respectively, whickdin to expire in January 2022 and 2017, respdgtitfective
November 3, 2007, the Company experience“ownership change” as defined in section 382 oflttternal
Revenue Code. Because of the ownership chang€adimpany’s ability to use its net operating lossydarwards
and credits to offset future taxable income is sobjo annual limitations.
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8. Commitments and Contingencies
Cable and Satellite Affiliation Agreements

As of February 2, 2008, the Company has enteredaiffiliation agreements that represent approxiigdtet00
cable systems along with the satellite companié3HUTV and EchoStar (DISH Network) that require etchffer
the Company'’s television home shopping programmimg@ full-time basis over their systems. Underaiert
circumstances, these television operators may t#dmsie agreements prior to expiration. The affitia agreements
generally provide that the Company will pay eackrapor a monthly access fee and marketing suppgrnpnt
based upon the number of homes carrying the Con'p#glgvision home shopping programming. For tharge
ended February 2, 2008, February 3, 2007 and Fgb4u2006, respectively, the Company expensedoxppately
$128,024,000, $121,710,000 and $122,599,000 uhdsetaffiliation agreements.

The Company has entered into, and will continuentier into, affiliation agreements with other tééon
operators providing for full- or part-time carriagkthe Company’s television home shopping programgmiJnder
certain circumstances the Company may be requirpdy the operator a one-time initial launch fekich is
capitalized and amortized on a straight-line baser the term of the agreement.

Future cable and satellite affiliation cash comneitiis at February 2, 2008 are as follows:

Fiscal Yeai Amount

2008 $105,688,00
2009 39,982,00
2010 37,626,00
2011 32,649,00
2012 and thereaftt 29,928,00

Employment Agreements

The Company has entered into employment agreemattitss number of on-air hosts of the Company for
original terms ranging from 12 to 48 months. Thageements specify, among other things, the tedhdaties of
employment, compensation and benefits, terminaif@mployment (including for cause, which wouldued the
Company’s total obligation under these agreemesésjerance payments and non-disclosing and non-&temp
restrictions. The aggregate commitment for futtasebcompensation at February 2, 2008 was appradynat
$4,909,000.

The Company has entered into change in controkapdration agreements with a number of its officecer
which separation pay of up to 12 to 24 months sklsalary and benefits could become payable ipvbat of
terminations without cause only under specifieduwinstances, including terminations following a aim control
(as defined in the related agreements) of the Cagnpa

Operating Lease Commitments

The Company leases certain property and equipmetgrinon-cancelable operating lease agreemeniseifyo
and equipment covered by such operating leasemgrés include offices and warehousing facilitiesisidiary
locations, satellite transponder, office equipneard certain tower site locations.
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Future minimum lease payments at February 2, 26®98sfollows:

Fiscal Yeai Amount

2008 $ 2,197,001
2009 1,976,00!
2010 1,971,001
2011 1,975,00!
2012 and thereaft 12,208,00

Total rent expense under such agreements was apyateky $2,499,000 in fiscal 2007, $2,640,000 gcél
2006 and $2,771,000 in fiscal 2005.

Retirement and Savings Plan

The Company maintains a qualified 401(k) retiremsavings plan covering substantially all employ&ée
plan allows the Company’s employees to make volyrtantributions to the plan. The Company’s conttibn, if
any, is determined annually at the discretion eftibard of directors. Starting in January 1999 Gbmpany elected
to make matching contributions to the plan. The @any currently matches $.50 for every $1.00 conted by
eligible participants up to a maximum of 6% of #llg compensation. The Company made plan contdhati
totaling approximately $1,106,000, $860,000 and3$830 during fiscal 2007, 2006 and 2005, respelgtive

9. Litigation:

The Company is involved from time to time in vagatlaims and lawsuits in the ordinary course ofriess. Ir
the opinion of management, the claims and suitiwithaally and in the aggregate have not had a ristadverse
effect on the Company’s operations or consolidéitexhcial statements.

10. Related Party Transactions:

In conjunction with its services agreement with RLtkle Company records revenue for amounts billgRiLtivl
for customer service, fulfillment and warehousiegvices. Revenues recorded from these services were
$14,274,000, $11,973,000 and $11,259,000 for thesyended February 2, 2008, February 3, 2007 apdi&ey 4,
2006, respectively. Amounts due from RLM as of k@ly 2, 2008 and February 3, 2007 were $1,320,800 a
$994,000, respectively. On March 28, 2007, VVIF@ &LM entered into an amendment to the agreement fo
services providing for certain changes to the ages#, including a potential extension of the tetrRbBM’s option.
The Company anticipates that this services agreewiémRLM will end in the first quarter of fisc&008 as RLM
migrates to its own customer service, warehousimfalfillment facilities.

The Company entered into an agreement with RightNleehnologies, Inc. (“RightNow”) in 2005 under whic
the Company purchased software applications whielble the Company to utilize certain customer sesvi
technologies developed by RightNow. The Company'mér President and Chief Executive Officer, Witlid.
Lansing, serves on the board of directors of RigtNThe Company made payments totaling approximatel
$46,000 during fiscal 2007, $171,000 during fis2@06 and $48,000 during fiscal 2005 for this tedbgy and
annual software maintenance fees relating to éukrology and other services.

The Company entered into a Private Label Crediti@ad Co-Brand Credit Card Consumer Program
Agreement with GE Money Bank for the financing ofvpte label credit card purchases from ShopNBCfanthe
financing of co-brand credit card purchases of potsland services from other non-ShopNBC retail@EsMoney
Bank, the issuing bank for the program, is indiseatholly-owned by the General Electric Company E'G which
is also the parent company of NBCU and GE Commigraieance — Equity. NBCU and GE Commercial
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Finance —Equity have a substantial percentage ownershiparCompany and together have the right to seleee
members of the Company’s board of directors.

The Company and NBCU are partners in a ten-yeariBusion and Marketing Agreement dated March 899
that provides that NBCU shall have the exclusightrio negotiate on behalf of the Company for tisérithution of
its home shopping television programming service cémpensation for these services, the Compangrlymays
NBCU an annual fee of approximately $930,000. AEelfruary 2, 2008 the Company had accrued appraoediyr
$77,000 in connection with this distribution agresrwith NBCU.

11. Supplemental Cash Flow Information:
Supplemental cash flow information and noncashstimg and financing activities were as follows:

For the Years Ended

February 2, February 3, February 4,
2008 2007 2006
Supplemental cash flow informatic
Interest paic $ 9,00 § 33,000 $ 120,00(
Income taxes pai $ 1,009,000 % 66,00 $ 71,00(
Supplemental nc-cash investing and financing activitit
Common stock purchase warrants forfe $10,931,00 $11,057,00  $7,276,00
Exercise of common stock purchase wart: $ —  $ —  $5,378,00
Restricted stock awart $ 633000 $ 468,000 $ =
Restricted stock forfeite $ — 3 — $ 9,00
Property and equipment purchases included in a¢cs@ayable $ 523,000 $ 98,00 $ 883,00(
Equipment purchases under capital le $ —  $ — $ 258,00(
Noncash reduction of capital lease obligation fileamBuzz
capital lease terminatic $ — 3 — $ 924,00(
Accretion of redeemable preferred st $ 291000 $ 289,000 $ 287,00(

12. Segment Disclosures and Related Informatior

Statement of Financial Accounting Standards No, D8dclosures about Segments of an Enterprise anat&
Information(“SFAS No. 131"), requires the disclosure of cartamformation about operating segments in financial
statements. The Company’s reportable segmentsaaesilon the Company’s method of internal reporfiing
Company’s primary business segment is its eleatror@dia segment, which consists of the Companigsiston
home shopping business and internet shopping vesg#iiness. Management has reviewed the provisfons
SFAS No. 131 and has determined that the Compaelggision and internet home shopping businesses the
aggregation criteria as outlined in SFAS No. 13itsithese two businesses have similar customermdigts,
economic characteristics and sales processes. @soghld through the Company’s electronic mediarsed
primarily include jewelry, watches, computers atiteo electronics, housewares, apparel, health aadth aids,
fitness products, giftware, collectibles, seasdaeahs and other merchandise. The Company’s segroanently
operate in the United States and no one custorpezgents more than 5% of the Company’s overallmegeThe
accounting policies of the Company’s segmentslaeame as those described in the
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summary of significant accounting policies in N@telhere are no material intersegment product sSkgment
information included in the consolidated balanceett as of February 2, 2008, February 3, 2007 abdugry 4,
2006 and included in the consolidated statementgefations for the years then ended is as follgwthousands):

ShopNBC & All Equity Continuing FanBuzz, Inc.
Years Endec ShopNBC.con Other(a) Investments(b' Operations (Discontinued Total
February 2, 2008
Revenue: $ 767,27t $14,27: $ — $781,55!
Operating income (los (26,01 2,96: — (23,05)
Depreciation and amortizatic 19,44¢ 544 —  19,99¢
Interest income (expens 5,68( — — 5,68(
Income taxe: 34 12 (867) (839
Net income (loss (20,22¢) 2,59( 39,98¢ 22,45
Identifiable asset 352,74 6,33t — 359,08
Capital expenditure 11,54: 24¢ —  11,78¢
February 3, 2007
Revenue! $ 755,30! $11,97: $ — $767,27"
Operating income (lost (10,705 1,22¢ — (9,479
Depreciation and amortizatic 21,54¢ 691 —  22,23¢
Interest income (expens 3,80z — — 3,80z
Income taxe: (66) 9) — (75)
Net income (loss (5,629 227 3,00¢ (2,396
Identifiable asset 341,57¢ 6,26 4,13¢ 351,98
Capital expenditure 11,42¢ 42 — 11,47(
February 4, 2006
Revenue: $ 680,59 $11,25¢ $ — $691,85. $ 5,38¢ %
Operating income (los (19,888 1,24: — (18,646 (2,23%)
Depreciation and amortizatic 19,701 862 —  20,56¢ 30z
Interest income (expens 3,04¢ — — 3,04¢ (62)
Income tax benef 762 — — 762 —
Net income (loss (15,097 252 1,38: (13,45) (2,296€) (15,759
Identifiable asset 338,93¢ 6,461 1,387 346,78: 35€ 347,13¢
Capital expenditure 9,62: 55 — 9,67¢ 72 9,75(

(a) Revenue from segments below quantitative threshsldiributable to VVIFC, which provides fulfillnmé,
warehousing and telemarketing services primarilRitd1 and the Company. The Company anticipates that
this services agreement with RLM will end in thestfiquarter of fiscal 2008 as RLM migrates to itmo
customer service, warehousing and fulfillment ities.

(b) Equity Investment assets and net income and geons équity investments consist of long-term invesits
and earnings from equity investments accountedrtider the equity method of accounting and are imettly
assignable to a business segm

73




Table of Contents

VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Information on net sales from continuing operatibpsignificant product groups is as follows (imtisands):

For the Years Ended
February 2, February 3, February 4,

2008 2007 2006
Jewelry $289,78¢ $285,26: $278,92¢
Electronics 170,26: 173,12: 140,46(
Watches, Apparel and Health & Bea 180,80: 181,09: 145,69
Home 84,70¢ 80,93¢ 78,11¢
All others, less than 10% ea 55,99: 46,86¢ 48,65(
Total $78155( $767,27% $691,85:

13. NBCU and GE Equity Strategic Alliance:

In March 1999, the Company entered into a stratafjmnce with NBCU and GE Equity. Pursuant to tiéyens
of the transaction, NBCU and GE Equity acquired9,800 shares of the Company’s Series A Redeemable
Convertible Preferred Stock (the “Preferred Stockf)d NBCU was issued a warrant to acquire 1,480sbares of
the Company’s common stock (the “Distribution Watsd) under a Distribution and Marketing Agreement
discussed below. The Preferred Stock was soldggremate consideration of $44,265,000 (or approtéhm&$8.29
per share). In addition, the Company agreed teissGE Equity a warrant (the “Investment Warratd”)ncrease
its potential aggregate equity stake (together sthffiliates, including NBCU) at the time of exese to
approximately 40%. NBCU also has the exclusivetrigmegotiate on behalf of the Company for thérithiation of
its television home shopping service. The sale, 683,500 shares of the Preferred Stock was contpéetedpril 15,
1999. Final consummation of the transaction regarttie sale of the remaining 1,600,000 PreferredkSthares
was completed on June 2, 1999. The Preferred Staskecorded at fair value on the date of issuahte Preferre
Stock is convertible into an equal number of shafdghe Company’s common stock, subject to antitdih
adjustments, has a mandatory redemption on thie gemtiversary of its issuance or upon a “changmofrol” at
$8.29 per share, participates in dividends on #meesbasis as the common stock and has a liquidatearence
over the common stock and any other junior seestifThe excess of the redemption value over thgingrvalue is
being accreted by periodic charges to equity dvertén-year redemption period. On July 6, 1999 EqHity
exercised the Investment Warrant and acquired ditiadal 10,674,000 shares of the Company’s comstoak for
an aggregate of $178,370,000, or $16.71 per shallewing the exercise of the Investment Warrame, ¢combined
ownership of the Company by GE Equity and NBCU dully diluted basis was approximately 40%. In Redoy
2005, GE Equity sold 2,000,000 shares of the Coyiparommon stock to a number of different purchaskr July
2005, GE Equity entered into agreements to sedidatitional 2,604,932 shares of the Company’s comstock in
privately negotiated transactions to a number fiédint purchasers. In connection with such tratisas, the
Company filed a registration statement on Formvit the Securities and Exchange Commission in 2005 witr
respect to an aggregate of 4,604,932 shares @fdhgpany’s common stock, pursuant to contractuastegion
rights obligations. The Company received no prosdeam the sale of the shares covered by the ragjmt
statement. GE Equity and NBCU currently have a dagtbownership in the Company of approximately 29%@&
diluted basis.

GE Equity Shareholder Agreement

In March 1999, the Company and GE Equity also exténto a Shareholder Agreement (the “Shareholder
Agreement”), which provides for certain corporat¥grnance and standstill matters. The Shareholdezefnent
(together with the Certificate of Designation of tAreferred Stock) initially provided that GE Eguind NBCU
would be entitled to designate nominees for twodfieven members of the Company’s board of directo long
as their aggregate beneficial ownership was at &zpsal to 50% of their initial beneficial ownenghand one out of
seven members so long as their aggregate benefigizdrship was at least 10% of the “adjusted ountktey shares
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of common stock.” The Shareholder Agreement algaires the consent of GE Equity prior to the Conypan
entering into any material agreements with centagtricted parties (broadcast networks and intgrogals in
certain limited circumstances). Finally, the Companprohibited from exceeding certain threshoklating to the
issuance of voting securities over a 12-month petioe payment of quarterly dividends, the repusehat common
stock, acquisitions (including investments andtjeintures) or dispositions, and the incurrenceetift greater than
the larger of $40.0 million or 30% of the Compantotal capitalization. The Company is also prdbithifrom taking
any action that would cause any ownership intdrgshe Company in television broadcast stationsfbeing
attributable to GE Equity, NBCU or their affiliates

The Shareholder Agreement provides that duringsthadstill Period (as defined in the Shareholder
Agreement), and subject to certain limited excestjdcE Equity and NBCU are prohibited from: (i) asset or
business purchases from the Company in excess¥fof@he total fair market value of the Companyssets,

(i) increasing their beneficial ownership above®48 of the Company’s shares, (iii) making or in angy
participating in any solicitation of proxies, (ifepositing any securities of the Company in a ¢ptinst,

(v) forming, joining, or in any way becoming a mesnlof a “13D Group'with respect to any voting securities of
Company, (vi) arranging any financing for, or pitinig any financing commitment specifically for, therchase of
any voting securities of the Company, (vii) othesavacting, whether alone or in concert with othierseek to
propose to the Company any tender or exchange, offenger, business combination, restructuring idigtion,
recapitalization or similar transaction involvifgetCompany, or nominating any person as a diretttire
Company who is not nominated by the then incumbegttors, or proposing any matter to be voted uppthe
shareholders of the Company. If, during the stalhgstriod, any inquiry has been made regardingg&éover
transaction” or “change in control,” each as dalinethe Shareholder Agreement, which has not bejected by
the Board, or the Board pursues such a transactie@ngages in negotiations or provides informat@a third part
and the Board has not resolved to terminate susgtugsions, then GE Equity or NBCU may proposeeo th
Company a tender offer or business combinationgsab

In addition, unless GE Equity and NBCU beneficiallyn less than 5% or more than 90% of the adjusted
outstanding shares of common stock, GE Equity aR@W shall not sell, transfer or otherwise dispokarty
securities of the Company except for transferdao(pertain affiliates who agree to be bound bypgtwvisions of the
Shareholder Agreement, (ii) which have been comskettt by the Company, (iii) pursuant to a thirdtpaender
offer, (iv) pursuant to a merger, consolidatiomewrganization to which the Company is a party,rf\@ bona fide
public distribution or bona fide underwritten pubdiffering, (vi) pursuant to Rule 144 of the Setiesi Act of 1933,
or (vii) in a private sale or pursuant to Rule 14dfAhe Securities Act of 1933; provided that,he tase of any
transfer pursuant to clause (v) or (vii), the tfansloes not result in, to the knowledge of thedfaror after
reasonable inquiry, any other person acquiringrafiving effect to such transfer, beneficial ovatgp, individually
or in the aggregate with such person’s affiliatgdsnore than 10% of the adjusted outstanding shafrdee common
stock.

The standstill period will terminate on the eatiisoccur of (i) the ten-year anniversary of the&holder
Agreement, (ii) the entering into by the Companyofagreement that would result in a “change irtron(subject
to reinstatement), (iii) an actual “change in cohtr(iv) a third party tender offer (subject tamstatement), or
(v) six months after GE Equity and NBCU can no lendesignate any nominees to the Board. Followhieg t
expiration of the standstill period pursuant tauska (i) or (v) above (indefinitely in the case l#use (i) and two
years in the case of clause (v)), GE Equity and N’s beneficial ownership position may not excee®3®of the
Company'’s fully-diluted outstanding stock, exceptquant to issuance or exercise of any warranpsiguant to a
100% tender offer for the Company.

On March 19, 2004 the Company, NBCU and GE Equteed to amend the Shareholder Agreement as
follows: (i) to increase the authorized size of @@mpany’s board of directors to nine from sevéntd permit
NBCU and GE Equity together to appoint three dvexinstead of two to the Compés board of directors, and
(i) to provide that NBCU and GE Equity would naniger have the right to have its director-nomirssse on the
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Audit, Compensation or Nominating and Governancm@dtees, in the event the committees must be cisegbr
solely of “independent” directors under applicallys or Nasdaq regulations. In such case, NBCUGHdEquity
would have the right to have an observer attendfaliese committee meetings, to the extent pezohitly applicabl
law.

GE Equity Registration Rights Agreement

Pursuant to the Investment Agreement, the CompadyGE Equity entered into a Registration Rights
Agreement providing GE Equity, NBCU and their aéfies and any transferees and assigns, an aggaddate
demand registrations and unlimited piggy-back tegfin rights.

NBCU Distribution and Marketing Agreement

NBCU and the Company entered into a ten-year Digtion and Marketing Agreement dated March 8, 1999
(the “Distribution Agreement”) that provides thaBRU shall have the exclusive right to negotiatéehalf of the
Company for the distribution of its home shoppialgtision programming. As compensation for theseices, the
Company agreed to pay NBCU an annual fee whichrisatly approximately $930,000, and issued NBCU
1,450,000 distribution warrants. The exercise poicthe distribution warrants was $8.29 per shareonjunction
with the Company’s November 2000 execution of thedEmark License Agreement with NBCU, the Company
agreed to accelerate the vesting of the unvestgohal Distribution Warrants. On April 7, 2004, NRCexercised a
portion of the original Distribution Warrants ircashless exercise acquiring 101,509 shares ofdhg@&ny’s
common stock. In November 2005, NBCU exercisedeatiaining original Distribution Warrants in a casd
exercise acquiring 281,199 additional shares ofahmpany’s common stock. Because NBCU successfully
delivered to the Company 10 million FTE homes parguo the Distribution Agreement, in fiscal 20€Hg
Company issued to NBCU additional warrants to paseh343,725 shares of the Company’s common stauk at
exercise price of $23.07 which expired unexercihathg fiscal 2006 and in fiscal 2002, the Compesyied to
NBCU additional warrants to purchase 36,858 shafrfse Compan’s common stock at an exercise price of $15.74
which are currently outstanding. NBC could earnitialthl warrants to the extent that it successfolbgotiates
additional distribution agreements for the Compgngluding renewals of existing distribution agresats). During
2008, a majority of the Company’s distribution agrents are scheduled to expire. If NBC successhdfjotiates
extensions or renewals of these agreements unel@attameters established by the Company, it wiéirigled to
receive additional warrants from the Company uradfarmula set forth in the Distribution Agreemesdme
elements of the formula include the length of tee/ror renewed contract; the number of subscriberered by the
contract; and the current market price of the Camjgacommon stock at the effective date of the wewtract. The
Company had a right to terminate the Distributiagréement after the twenty-fourth, thirty-sixth gody-second
month anniversary if NBCU was unable to meet thégpmance targets. In addition, the Company wowadehbeen
entitled to a $2.5 million payment from NBCU if t@®mpany terminated the Distribution Agreement assalt of
NBCU'’s failure to meet the 24-month performance tarj®&CU may terminate the Distribution Agreementi¢t
Company enters into certain “significant affiliatioagreements or a transaction resulting in a “geaof control.”

14. Ralph Lauren Media, LLC Electronic Commerce Alliance (RLM):

During fiscal 2006, the Company owned a 12.5% gdaoterest in RLM which was being accounted for eind
the equity method of accounting. RLM'’s primary mess activity to date has been the operationseoPtio.com
website. Polo.com officially launched in Novemb@0@ and includes an assortment of men’s, womerns an
children’s products across the Ralph Lauren fawifiligrands as well as unique gift items. In conreectiith the
formation of RLM, the Company entered into variaegseements setting forth the manner in which aedapects (
the business of RLM are to be managed and certalreanembers’ rights, duties and obligations wihpect to
RLM, including the Amended and Restated Limitedbility Company Agreement, pursuant to which certaims
and conditions regarding operations of RLM andaierntights and obligations of its members are eghf
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On March 28, 2007, the Company entered into a Meshiiie Interest Purchase Agreement (“Purchase Ageaéin
with Polo Ralph Lauren, NBCU and certain NBCU &ifiés, pursuant to which the Company sold its 12.5%
membership interest in RLM to Polo Ralph Laurengoraggregate purchase price of $43,750,000.

Agreement for Services

RLM and VVIFC entered into an Agreement for Sersicader which VVIFC agreed to provide to RLM car
telemarketing, customer support and fulfillmenwgsss to RLM. RLM has advised the Company thatténds to
develop the capability to provide these servicéaritally in the future. On March 28, 2007, VVIFCJaRLM
entered into an amendment to the agreement foicesrproviding for certain changes to the agreenieciuding a
potential extension of the term at RLM’s option eT@ompany anticipates that the services agreemnRiM
will end in the first quarter of fiscal 2008 as Ruigrates to its own customer service, warehouaimdjfulfillment
facilities.

15. NBC Trademark License Agreement:

On November 16, 2000, the Company entered intadelmark License Agreement (the “License Agreement”)
with NBCU pursuant to which NBCU granted the Compan exclusive, worldwide license for a term of yemrs
to use certain NBC trademarks, service marks anta@donames to rebrand the Company’s business apdrede
name and website. Under the License AgreemenCadmepany agreed to (i) certain restrictions on usiademarks
service marks, domain names, logos or other sondieators owned or controlled by NBCU or its affies in
connection with certain permitted businesses (Brerrhitted Businesses”), as defined in the Licengeément,
before the agreement of NBCU to such use, (iiJdke of its rights under the grant of the licens#hwespect to
specific territories outside of the United Stateshie event the Company fails to achieve and miaictrtain
performance targets in such territories, (iii) achand restate the current Registration Rights Agere dated as of
April 15, 1999 among the Company, NBCU and GE Bgsit as to increase the demand rights held by NBadJ
GE Equity from four to five, among other things;)(not, own, operate, acquire or expand its busin@énclude an
businesses other than the Permitted BusinessesuwiBCU's prior consent, (v) comply with NBCU'sipacy
policies and standards and practices, and (vipwot, operate, acquire or expand the Company’s basiauch that
one-third or more of the Company’s revenues oagfgregate value is attributable to certain servinesincluding
retailing services similar to the Company’s exigtexcommerce operations) provided over the intefite License
Agreement also grants to NBCU the right to termérthe License Agreement at any time upon certaamgés of
control of the Company, in certain situations thidufe by NBCU to own a certain minimum percentafjeghe
outstanding capital stock of the Company on a fdilyted basis and certain other related mattersiMarch 28,
2007, the Company and NBCU agreed to extend the ¢éthe license by six months, such that the Beawould
continue through May 15, 2011 and to certain littotas on NBCUS right to terminate the License Agreement ir
event of a change in control of the Company invava financial buyer.

16. Restructuring Costs:

On May 21, 2007, the Company announced the irdtiadf a restructuring of its operations that inésié 12%
reduction in the salaried workforce, a consolidatid its distribution operations into a single warase facility, the
exit and closure of a retail outlet store and ottest saving measures. On January 14, 2008, thep@onannounce
additional organizational changes and cost-saviagsures following a formal business review condubte
management and an outside consulting firm. As altre§the business review, the Company’s orgaional
structure was simplified and streamlined to focngmfitability. As part of this restructuring, ti@mpany reduced
its salaried workforce by an additional 10%. Aesult, the Company recorded a $5,043,000 restingteharge fo
the year February 2, 2008. Restructuring costsidfecemployee severance and retention costs assbeiéh the
consolidation and elimination of approximately &&jpions across the Company including four officémsaddition,
restructuring costs also include incremental chaggsociated with the Company’s consolidationsoflistribution
and fulfillment operations into a single warehotesglity, the closure
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of a retail outlet store, fixed asset impairmentairred as a direct result of the operational clisstion and closure
and restructuring advisory service fees.

The table below sets forth for the year ended FealyrR, 2008, the significant components and agtwitder th
restructuring program:

Balance at Balance at
February 3, Cash February 2,

2007 Charges Write -offs Payments 2008
Severance and retenti $ — $3,307,000 $ —  $(2,433,00) $ 874,00(
Asset impairment — 428,000 (428,000 — —
Incremental restructuring charg — 1,308,001 — (1,014,000 294,00(
$ — $5,043,000 $(428,000 $(3,447,00) $1,168,00!

17. Chief Executive Officer Transition Costs:

On October 26, 2007, the Company announced thdiaWil. Lansing, at the request of the board afaors,
had stepped down as president and chief execufieeroand had left the Company’s board of direstdn
conjunction with Mr. Lansing resignation, the Company recorded a charge tameof $2,451,000 during the yt
ended February 2, 2008 relating primarily to seneegpayments which Mr. Lansing is entitled to in@dance witl
the terms of his employment agreement with the @m@mnd executive search fees.
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Item 9. Changes in and Disagreements with Accountants orcégnting and Financial Disclosure

None

Item 9A. Controls and Procedure

Disclosure Controls and Procedures

As of the end of the period covered by this reppdnagement conducted an evaluation, under the\ssipa
and with the participation of our chief executiviiaer and chief financial officer of the effectiness of our
disclosure controls and procedures (as definediie B3a-15(e) and 15d-15(ehder the Securities Exchange Ac
1934). Based on this evaluation, the officers cathetl that our disclosure controls and proceduregffective to
ensure that information required to be disclosed$in reports that we file or submit under theusigies Exchange
Act of 1934 is recorded, processed, summarizedegparted within the time periods specified in Séms and
Exchange Commission rules and forms, and to erikaténformation required to be disclosed by uthimreports
we file or submit under the Exchange Act is accatad and communicated to management, includingaucipal
executive and principal financial officers, as aggprate to allow timely decisions regarding reqdidésclosures.
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MANAGEMENT 'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTI NG

The management of ValueVision Media, Inc. is resjlale for establishing and maintaining adequaterival
control over financial reporting as defined in Rule8a-15 (f) under the Securities Exchange Act 104
companys internal control system was designed to provédsonable assurance regarding the reliabilitynafritial
reporting and the preparation of financial statetsiéor external purposes in accordance with gelyesatepted
accounting principles.

All internal control systems, no matter how welkidmed, have inherent limitations. Therefore, efmse
systems determined to be effective can provide mrdgonable assurance with respect to financiedratnt
preparation and presentation. Because of its imhdimitations, internal control over financial i@ging may not
prevent or detect misstatements. Also, projectafreny evaluation of effectiveness to future pesiade subject to
the risk that controls may become inadequate beoafushanges in conditions, or that the degreeofatiance witt
the policies or procedures may deteriorate.

Management assessed the effectiveness of our cgrspaternal control over financial reporting as of
February 2, 2008. In making this assessment, mamagfeused the criteria set forth by the Committe8pmnsoring
Organizations of the Treadway Commissioniternal Control — Integrated Framework.

Based on management’s evaluation under the frankewadnternal Control — Integrated Framework
management concluded that our internal control émancial reporting was effective as of Februarg@08.

The Company’s independent registered public ac@ogifitm, Deloitte & Touche LLP, has issued an
attestation report on our company'’s internal cdrdx@r financial reporting for February 2, 2008 eTeloitte &
Touche LLP attestation report is set forth below.

/sl RENE G. AlU

Rene G. Aiu
Chief Executive Officer and President
(Principal Executive Officer)

/s/ FRANK P. ELSENBAS’

Frank P. Elsenbast
Senior Vice President Finance, Chief Financial
Officer (Principal Financial Officer)

April 17, 2008

Changes in Internal Controls over Financial Reportng

Management, with the participation of the chiefarere officer and chief financial officer, perfoed an
evaluation as to whether any change in the intaroadrols over financial reporting (as defined mlé$ 13a-15 and
15d-15 under the Securities Exchange Act of 1984uned during the quarter ended February 2, 2Baged on
that evaluation the chief executive officer ancetfinancial officer concluded that no change ooedrin the
internal controls over financial reporting duririgetperiod covered by this report that materialfeetid, or is
reasonably likely to materially affect, the intdrnantrols over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders and Board of Directors of
ValueVision Media, Inc. and Subsidiaries

We have audited the internal control over financéglorting of ValueVision Media, Inc. and subsiigar(the
“Company”) as of February 2, 2008, based on catestablished imternal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. The Companylanagement
responsible for maintaining effective internal cohbver financial reporting and for its assessnudrihe
effectiveness of internal control over financigboeting, included in the accompanying ManagemeRg&port on
Internal Control over Financial Reporting. Our resgibility is to express an opinion on the Comparigternal
control over financial reporting based on our audit

We conducted our audit in accordance with the stadgdof the Public Company Accounting OversightriBoa
(United States). Those standards require that e g@hd perform the audit to obtain reasonable assarabout
whether effective internal control over financiaporting was maintained in all material respects. &udit included
obtaining an understanding of internal control dugincial reporting, assessing the risk that aemaltweakness
exists, testing and evaluating the design and ¢ipgraffectiveness of internal control based onabsessed risk,
and performing such other procedures as we comsldercessary in the circumstances. We believethaudit
provides a reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed by, or under the supenvisi the
company’s principal executive and principal finahafficers, or persons performing similar funcgpand effected
by the company board of directors, management, and other peetomprovide reasonable assurance regardin
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with
generally accepted accounting principles. A compsaimgernal control over financial reporting incleglthose
policies and procedures that (1) pertain to thenteaiance of records that, in reasonable detailirately and fairly
reflect the transactions and dispositions of tleetssof the company; (2) provide reasonable asseriduat
transactions are recorded as necessary to perepagation of financial statements in accordanch generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeiordgcordanc
with authorizations of management and directoithefcompany; and (3) provide reasonable assurageeding
prevention or timely detection of unauthorized asijon, use, or disposition of the company’s assleat could
have a material effect on the financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possip of
collusion or improper management override of cdatnmaterial misstatements due to error or fraugl n@ be
prevented or detected on a timely basis. Alsogat@ns of any evaluation of the effectivenesshefinternal contr
over financial reporting to future periods are sabfo the risk that the controls may become inad&gbecause of
changes in conditions, or that the degree of caanpé with the policies or procedures may detemorat

In our opinion, the Company maintained, in all maleaespects, effective internal control over fical
reporting as of February 2, 2008, based on cristablished imnternal Control — Integrated Framewoiésued b
the Committee of Sponsoring Organizations of thea@ltvay Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Boar
(United States), the consolidated financial statgsand financial statement schedule listed irintdex at Item 15
as of and for the year ended February 2, 2008yeoCompany and our report dated April 17, 2008resged an
unqualified opinion on those financial statememd financial statement schedule.

/s/ DELOITTE & TOUCHE LLP
Minneapolis, MN

April 17, 2008
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Iltem 9B. Other Information
None

PART IlI

Item 10. Directors, Executive Officers and Corporate Govente

Information in response to this item with respectértain information relating to our executiveigéfs is
contained in Item 1 under the heading “ExecutivBd®fs of the Registrant” and with respect to otindormation
relating to our executive officers and directorgisorporated herein by reference to the sectiitliesl t
“Proposal 1 — Election of Directors” and “Sectio®(4) Beneficial Ownership Reporting Compliancebur
definitive proxy statement to be filed pursuanRegulation 14A within 120 days after the end offieal year
covered by this Form 10-K.

Code of Business Conduct and Ethics

We have adopted a code of business conduct ara$ etpplicable to all of our directors and employees
including our principal executive officer, princidanancial officer, principal accounting officezpntroller and othe
employees performing similar functions. A copy liftcode of business conduct and ethics is availablour
website at www.shopnbc.com, under “Investor Retetio- Business Ethics Policy.” In addition, we hadepted a
code of ethics policy for our senior financial mgement; this policy is also available on our webait
www.shopnbc.com, under “Investor Relations — CofiEthics Policy for Chief Executive and Senior Final
Officers.”

We intend to satisfy the disclosure requirementieurorm 8-K regarding an amendment to, or waik@mf a
provision of our code of business conduct and sthicposting such information on our website atatiéress
specified above.

Item 11. Executive Compensatio

Information in response to this item is incorpodaterein by reference to the sections titled “Psahd —
Election of Directors — Director Compensation” diickecutive Compensatiorifi our definitive proxy statement
be filed pursuant to Regulation 14A within 120 dajter the end of the fiscal year covered by tluig10-K.

Item 12. Security Ownership of Certain Beneficial Owners ahbnagement and Related Shareholder Matt

Information in response to this item is incorpodaterein by reference to the section titl&kturity Ownershi
of Principal Shareholders and Management in ouniigk proxy statement to be filed pursuant to Ragon 14A
within 120 days after the end of the fiscal yearered by this Form 10-K.

Item 13. Certain Relationships and Related Transactions, abitector Independence

Information in response to this item is incorpodatterein by reference to the section titled “Certai
Transactions” and “Proposal 1 — Election of Direstan our definitive proxy statement to be filedrpuant to
Regulation 14A within 120 days after the end offiseal year covered by this Form 10-K.

Item 14. Principal Accountant Fees and Servici

Information in response to this item is incorpodatterein by reference to the section titled “Prap@s—
Ratification of the Independent Registered Publicdunting Firm — Fees Billed by Deloitte & ToucheR” and
“Proposal 2 — Ratification of the Independent Aadit— Approval of Independent Registered PublicdAtting
Firm Services and Fees” in our definitive proxytetaent to be filed pursuant to Regulation 14A with?0 days
after the end of the fiscal year covered by thigFa0-K.
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PART IV

Item 15. Exhibit and Financial Statement Schedu

1. Financial Statements
» Report of Independent Registered Public Accounfinm
« Consolidated Balance Sheets as of February 2, 200%ebruary 3, 20C

« Consolidated Statements of Operations for the YEaded February 2, 2008, February 3, 2007 and
February 4, 200

» Consolidated Statements of ShareholdErglity for the Years Ended February 2, 2008, Falyr3a2007 an
February 4, 200

» Consolidated Statements of Cash Flows for the YEaded February 2, 2008, February 3, 2007 and
February 4, 200

* Notes to Consolidated Financial Stateme

2. Financial Statement Schedule
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
SCHEDULE Il VALUATION AND QUALIFYING ACCOUNTS

Column C
Column B Additions
Balances at Charged to Column E
Beginning of Costs and Column D Balance at
Column A Year Expenses Deductions End of Year
For the year ended February 2, 2008:
Allowance for doubtful accoun $3,641,000 $ 12,613,000 $ (9,366,00)(1) $6,888,00
Reserve for returr $8,498,000 $153,607,00 $(153,729,00)(2) $8,376,00!
For the year ended February 3, 2007
Allowance for doubtful accoun $2,478,000 $ 6,065,000 $ (4,902,00)(1) $3,641,00
Reserve for returr $7,658,000 $142,983,00 $(142,143,00)(2) $8,498,00
For the year ended February 4, 200€
Allowance for doubtful accoun $2,421,000 $ 4,542,000 $ (4,485,000(1) $2,478,00
Reserve for returr $7,290,000 $131,682,00 $(131,314,00)(2) $7,658,00!

(1) Write off of uncollectible receivables, net of rgeoies.
(2) Refunds or credits on products returr

3. Exhibits

The exhibits filed with this report are set forth the exhibit index filed as a part of this regoriediately

following the signatures to this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Regjgthas
duly caused this report to be signed on its bdhathe undersigned, thereunto duly authorized, pril 9, 2008.

VALUEVISION MEDIA, INC.
(Registrant)

By: /s/ RENE G. AlU

Rene G. Aiu
Chief Executive Officer and President

Each of the undersigned hereby appoints Rene GaiduFrank P. Elsenbast, and each of them (withpbwber
to act alone), as attorneys and agents for thersighed, with full power of substitution, for andthe name, place
and stead of the undersigned, to sign and file tighSecurities and Exchange Commission underehariies Act
of 1934, any and all amendments and exhibits ®ahnual report on Form 10-K and any and all appbas,
instruments, and other documents to be filed withSecurities and Exchange Commission pertainitigiscannual
report on Form 10-K or any amendments thereto, fuittpower and authority to do and perform any aficicts
and things whatsoever requisite and necessarysinatéée. Pursuant to the requirements of the SeesiExchange
Act of 1934, this report has been signed belowhgyftllowing persons on behalf of the registrard amthe
capacities indicated on April 29, 2008.

Name m
/s/ RENE G. AlU Chief Executive Officer President and Director
Rene G. AiL (Principal Executive Officer)
/s/ FRANK P. ELSENBAST Senior Vice President Finance, Chief Financial &ffi
Frank P. Elsenba (Principal Financial and Accounting Officer)
/s/ JOHN D. BUCK Chairman of the Board
John D. Buck
Director
James J. Barne
/sl MARSHALL S. GELLER Director
Marshall S. Gelle
/s/ RONALD J. HERMAN, JR. Director

Ronald J. Herman, J

/s/ DOUGLAS V. HOLLOWAY Director
Douglas V. Holloway

/s/ ROBERT J. KORKOWSKI Director
Robert J. Korkowsk

/sl GEORGE A. VANDEMAN Director
George A. Vandema
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Exhibit No.

31
3.2

3.3

34
101
10.2
103
104
105
10.6
10.7
1C.8
109

1C.10
1C.11

1C0.12
1C.13
1C.14
1C.15
1C.16
10.21
1C.17
1C.18
1C.19
1C.20

1C.21

EXHIBIT INDEX

Description

Sixth Amended and Restated Articles of Incorporatass amende
Certificate of Designation of Series A Redeemalev@rtible
Preferred Stoc

Articles of Mergel

Bylaws, as amende

Second Amended 1990 Stock Option Plan of the Ragisfas
amended and restate

Form of Option Agreement under the Amended 199@kK@ption
Plan of the Registral

1994 Executive Stock Option and Compensation Pldheo
Registran

Form of Option Agreement under the 1994 ExecutitoelSOption
and Compensation Plan of the Regist

2001 Omnibus Stock Plan of the Registi

Amendment No. 1 to the 2001 Omnibus Stock Plat@fRegistran

Form of Incentive Stock Option Agreement under2i@1 Omnibus

Stock Plan of the Registra
Form of Nonstatutory Stock Option Agreement untier2001
Omnibus Stock Plan of the Registr:

Form of Restricted Stock Agreement under the 206thiDus Stock

Plan of the Registrai
2004 Omnibus Stock Ple

Form of Stock Option Agreement (Employees) und€420mnibus

Stock Plar

Form of Stock Option Agreement (Executive Officarafler 2004
Omnibus Stock Pla

Form of Stock Option Agreement (Executive Officarafler 2004
Omnibus Stock Pla

Form of Stock Option Agreement (Directors — AnnGaant) under

2004 Omnibus Stock Plz

Form of Stock Option Agreement (Directors — Otheai@s) under

2004 Omnibus Stock Ple

Form of Restricted Stock Agreement (Directors) urz#®4 Omnibu

Stock Plar

Option Agreement between the Registrant and Mdr&weller dated

as of March 3, 199

Option Agreement between the Registrant and Mdr&weller dated

May 9, 2001

Option Agreement between the Registrant and Mdr&weller dated

June 21, 200

Option Agreement between the Registrant and Radm#towski
dated March 3, 199

Option Agreement between the Registrant and Radmitowski
dated May 9, 200

Option Agreement between the Registrant and Radmitowski
dated June 21, 20(
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Method of Filing

Incorporated by reference(l
Incorporated by reference(G)

Incorporated by reference(t(
Incorporated by reference(l
Incorporated by reference(H)t
Incorporated by reference(A)t
Incorporated by reference(D)
Incorporated by reference(E)t
Incorporated by reference(N
Incorporated by reference(F
Incorporated by reference(R) T
Incorporated by reference(R) T

Incorporated by reference(R) T

Incorporated by reference(U
Incorporated by reference(V)t

Incorporated by reference(V)t
Incorporated by reference(V)t
Incorporated by reference(V)t
Incorporated by reference(V)t
Incorporated by reference(CC)t
Incorporated by reference(A)t
Incorporated by reference(N) T
Incorporated by reference(N) T
Incorporated by reference(A)t
Incorporated by reference(N)

Incorporated by reference(N)
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Exhibit No.
10.22

10.23
10.24
10.25
1C.26
1C.27
10.28
1C.29
1C.30
1C.31
1C.32
10.33
10.34
1C.35
10.36
10.37

1C.38

1C.39
1C.40
1C.41
1C.42
10.43
1C.44
1C.45

1C.46

Description Method of Filing

Option Agreement between the Registrant and Natagne dated Incorporated by reference(K)t
May 1, 200C

Option Agreement between the Registrant and Jile®@#on dated Incorporated by reference(DD)t
November 30, 200

2006 Long Term Incentive Ple Incorporated by reference(BB
2007 Annual Management Incentive P Incorporated by reference (FF
Form of Change of Control and Severance AgreeméhtiExecutive Incorporated by reference(2)t
Officers

Form of Resale Restriction Agreement with Execu@féicers Incorporated by reference(AA
Description of Director Compensation Progr Filed herewitrt

Offer letter from the Registrant to Rene G. AiuatbMarch 3, 200: Incorporated by reference(C
Non-competition agreement between the Registrant amet 5. Aiu Incorporated by reference(C)t
dated March 3, 200

Employment Agreement between the Registrant andmB¥enberg Incorporated by reference(W)t
dated May 3, 200

Severance Agreement dated as of November 8, 200/2ée the Incorporated by reference(T)*
Registrant and Brian Venbe

Form of Salary Continuation Agreement between thgifrant and Incorporated by reference(S)t
Nathan Fagre dated July 2, 2C

Description of Modification of Severance Arrangenseior Nathan Incorporated by reference(GG)t
Fagre and Frank Elsenbast approved December 13,

Offer letter from the Registrant to Glenn Leidabhtet March 25,  Filed herewitht

2008

Non-competition agreement between the Registrant dedrnG Filed herewitht

Leidahl dated March 25, 20(

Investment Agreement by and between the RegisarahiGE Equity Incorporated by reference(F)
dated as of March 8, 19¢

First Amendment and Agreement dated as of AprillB®9 to the  Incorporated by reference(G)
Investment Agreement, dated as of March 8, 199%naybetween

the Registrant and GE Equ

Distribution and Marketing Agreement dated as of®ha8, 1999 by Incorporated by reference(F)
and between NBC and the Registr

Letter Agreement dated March 8, 1999 between NBE FEGuity anc Incorporated by reference(F)
the Registran

Shareholder Agreement dated April 15, 1999 betvikerRegistrant, Incorporated by reference(G)
and GE Equity

Amendment No. 1 dated March 19, 2004 to Sharehdldezement Incorporated by reference(U)
dated April 15, 1999 between the Registrant, NB& G Equity

ValueVision Common Stock Purchase Warrant dateaf April 15, Incorporated by reference(G)
1999 issued to GE Equi

Registration Rights Agreement dated April 15, 1888veen the Incorporated by reference(G)
Registrant, GE Equity and NB

Letter Agreement dated November 16, 2000 betweeiR#yistrant Incorporated by reference(M)
and NBC

Trademark License Agreement dated as of Novembe2 @ Incorporated by reference(L)
between NBC and the Registr:
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Exhibit No.
10.47

1C.48
1C.49

1C.50

1051

10.52

1C0.53

10.54

1C0.55

1C0.56

10.57

10.58

1C0.59

10.60

1C.61

10.62

21

Description Method of Filing

ValueVision Common Stock Purchase Warrant datesf April 15, Incorporated by reference(G)
1999 issued to NB!

Warrant Purchase Agreement dated as of Novembe&0D®), Incorporated by reference(L)
between NBC and the Registr:

Common Stock Purchase Warrant dated as of Noveflh&000  Incorporated by reference(L)
between NBC and the Registr:

Amendment No. 1 dated March 12, 2001 to Commonk3®acchase Incorporated by reference(O)
Warrant dated as of November 16, 2000 between Ntz

Registran

ValueVision Common Stock Purchase Warrant dateaf 8arch 20, Incorporated by reference(O)
2001 between NBC and the Registr

Warrant Purchase Agreement dated September 13,E@@en the Incorporated by reference(l)

Registrant, Snap!LLC, a Delaware limited liabildgmpany and

Xoom.com, Inc., a Delaware corporati

Common Stock Purchase Warrant dated SeptembeB®8,td Incorporated by reference(l)

purchase shares of the Registrant held by Xoom.tmm,a

Delaware corporatio

Registration Rights Agreement dated Septemberd® between Incorporated by reference(l)

the registrant and Xoom.com, Inc., a Delaware ca@fpun, relating t

Xoom.com, Inc's warrant to purchase shares of the Regis

Amended and Restated Limited Liability Company Agnent of Incorporated by reference(J)
Ralph Lauren Media, LLC, a Delaware limited liatyilcompany,

dated as of February 7, 2000, among Polo RalphdraGorporation,

a Delaware corporation, National Broadcasting Camphnc., a

Delaware corporation, the Registrant, CNBC.com LaQelaware

limited liability company and NBC Internet, Inc.Peelaware

corporatior

Agreement for Services dated February 7, 2000 iviRalph Incorporated by reference(J)
Lauren Media, LLC, a Delaware limited liability c@any, and VVI

Fulfilment Center, Inc., a Minnesota corporat

Amendment to Agreement for Services dated as afalgr81, 2003 Incorporated by reference(R)
between Ralph Lauren Media, LLC and VVI Fulfillmedénter, Inc

Stock Purchase Agreement dated as of February03, 2&ween GE Incorporated by reference(Y)
Capital Equity Investments, Inc. and Delta OnshbRg,Delta

Institutional, LP, Delta Pleiades, LP and Deltasbfire, Ltd.

Stock Purchase and Registration Agreement datetlagy 8, 2005 Incorporated by reference(X)
between GE Capital Equity Investments, Inc. andiganvestment

Fund

Stock Purchase and Registration Agreement dateflagy 8, 2005 Incorporated by reference(X)
between GE Capital Equity Investments, Inc. andt@ax

International Limitec

Stock Purchase and Registration Agreement datetlagy 8, 2005 Incorporated by reference(X)
between GE Capital Equity Investments, Inc. and hésar

Investment Management, LL

Stock Purchase and Registration Agreement dateflagy 8, 2005 Incorporated by reference(X)
between GE Capital Equity Investments, Inc. and R®Ebrose

Master Fund, Ltd., RCG Halifax Fund, Ltd., Ramiws&rities, LLC,

Starboard Value and Opportunity Fund, LLC, Parthe; and

Ramius Master Fund, Lt

Significant Subsidiaries of the Registri Filed herewitt
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Exhibit No. Description Method of Filing
23.1 Consent of Independent Registered Public Accouriing Filed herewitt
23.2 Consent of Independent Registered Public Accouriiimg (RLM)  Filed herewitr
24 Powers of Attorne Included with signature pag

31.1 Certification of Chief Executive Officer pursuant$ection 302 of Filed herewith
the SarbaneOxley Act of 200z

31.2 Certification of Chief Financial Officer pursuamnt $ection 302 Filed herewith
of the Sarban«Oxley Act of 200z

32 Section 1350 Certification of Chief Executive Officand Chief Filed herewith
Financial Officer

98.1 Audited Financial Statements for Ralph Lauren MgHiaC as Filed herewith
of April 1, 2006, and for the fifte-month period ended April 1, 20
98.2 Audited Financial Statements for Ralph Lauren MgHiaC as Filed herewith

of and for the year ended March 31, 2(

t Management compensatory plan/arrangen

(A) Incorporated herein by reference to Quantum Di@mrporation’s Registration Statement on Form Sl f
on March 13, 1998, FilNo. 333-47979.

(B) Incorporated herein by reference to the Registsa@tlarterly Report on Form 10-QSB for the quanteted
August 31, 1994, filed on September 13, 1994, No. (-20243.

(C) Incorporated herein by reference to the Registsa@tirrent Report on Form 8-K dated March 3, 200&; f
on March 7, 2008, FilNo. (-20243.

(D) Incorporated herein by reference to the RegistsadPtoxy Statement in connection with its annualtmgeof
shareholders held on August 17, 1994, filed on 19ly1994, FileNo. (-20243.

(E) Incorporated herein by reference to the Registsafitinual Report on Form 10-K for the fiscal yeatdeh
January 31, 1998, filed on April 30, 1998, FNo. C-20243.

(F) Incorporated herein by reference to the Registsa@tirrent Report on Form 8-K dated March 8, 198& f
on March 18, 1999, FilNo. (-20243.

(G) Incorporated herein by reference to the Registsabtirrent Report on Form 8-K dated April 15, 1986d
on April 29, 1999, FiléNo. (-20243.

(H) Incorporated herein by reference to the RegistsadRégistration Statement on Form S-8, filed on
September 25, 2000, File N333-46572.

() Incorporated herein by reference to the Registsa@tiarterly Report on Form 10-Q for the quartereehd
July 31, 1999, filed on September 14, 1999, No. (-20243.

(J) Incorporated herein by reference to the Registsaftinual Report on Form 10-K for the fiscal yead&ah
January 31, 2000, FiNo. (-20243.

(K) Incorporated herein by reference to the RegistsaREgistration Statement on Form S-8, filed on
September 25, 2000, File N33z-46576.

(L) Incorporated herein by reference to the Registsa@tiarterly Report on Form 10-Q for the quartereend
October 31, 2000, filed on December 14, 2000, No. (-20243.

(M) Incorporated herein by reference to the Registsalutinual Report on Form 10-K for the fiscal yeadeuh
January 31, 2001, FiNo. (-20243.

(N) Incorporated herein by reference to the RegistsadREgistration Statement on Form S-8 filed on Jgn23,
2002, File N0333-81438.

(O) Incorporated herein by reference to the RegistsaQtiarterly Report on Form 10-Q for the quartereeind
April 30, 2001, filed on June 14, 2001, FNo. (-20243.
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(P) Incorporated herein by reference to the RegistsaPitoxy Statement in connection with its annualtingeof
shareholders held on June 20, 2002, filed on May@82, FileNo. (-20243.

(Q) Incorporated herein by reference to the Registsatirrent Report on Form 8-K Dated May 16, 2002dfi
on May 17, 2002, FilNo. (-20243.

(R) Incorporated herein by reference to the Registsaftinual Report on Form 10-K for the fiscal yead&ah
January 31, 2003, FiNo. (-20243.

(S) Incorporated herein by reference to the RegistsaQtiarterly Report on Form 10-Q for the quartereend
June 30, 2003, filed on August 15, 2003, INo. (-20243.

(T) Incorporated herein by reference to the RegistsaBtirrent Report on Form 8-K dated November 8, 2007
filed on November 14, 2007, FiNo. 33%-13957.

(U) Incorporated herein by reference to the RegistsadPtoxy Statement in connection with its annualtimgeof
shareholders held on June 21, 2006, filed on MayQG86, FileNo. (-20243.

(V) Incorporated herein by reference to the RegistsaDtirrent Report on Form 8-dated January 14, 2005, fi
on January 14, 2005, FiNo. (-20243.

(W) Incorporated herein by reference to the RegistsaQtiarterly Report on Form 10-Q for the quartereeind
April 30, 2005, filed on June 9, 2005, FNo. (-20243.

(X) Incorporated herein by reference to the RegistsadRégistration Statement on Form S-3 filed on 28ly
2005, File No332-127040.

(Y) Incorporated by reference to the Schedule 13D/AAdment No. 7) dated February 11, 2005, filed
February 15, 2005, File NO0E-41757.

(2) Incorporated by reference to the description of fibgram included in the Registrant’s Current Repo
Form ¢-K dated August 24, 2005, filed on August 26, 200t No. (-20243.

(AA) Incorporated herein by reference to the Registsa@tiarterly Report on Form 10-Q for the quartereehd
October 29, 2005, filed on December 8, 2005, No. C-20243.

(BB) Incorporated herein by reference to the Registsa@tirrent Report on Form 8-K dated December 195200
filed on December 23, 2005, FNo. (-20243.

(CQC) Incorporated herein by reference to the Registsa@tirrent Report on Form 8-tkated June 21, 2006, filed
June 26, 2006, FilNo. C-20243.

(DD) Incorporated herein by reference to the RegistsaRégistration Statement on Form S-8 filed on
December 22, 2006, File N332-13957.

(EE) Incorporated herein by reference to the Registsaftinual Report on Form 10-K for the fiscal yeadeah
February 3, 2007, FilNo. C-20243.

(FF) Incorporated herein by reference to the RegistsdPtoxy Statement in connection with its annualtmgeof
shareholders held on June 28, 2007, filed on Jug6d7, FileNo. C-20243.

(GG) Incorporated herein by reference to Item 5.02 efRiegistrant’'s Current Report on Form 8-K dated
December 13, 2007, filed on December 19, 2007,No. (-20243.
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Exhibit 10.28

ValueVision Media, Inc.
Compensation of Directors*
(Effective April 17, 2008)

Compensation for service on the Board:
. $65,000 per annum cash compensa

. Annual grant of 8,000 shares of restricted stoekle immediately following election of the direcatreach annual shareholders
meeting. The shares of restricted stock vest onlélygmmediately prior to the next following annshlreholders meeting after
the date of gran

Additional Compensation for Chairman of the Board:
. Additional cash compensation of $65,000 per an

. Annual grant of 20,000 stock options per annuith the option grant made immediately following toenual shareholders
meeting

. Monthly retainer of $10,000 per month for traiesial assistance to incoming CEO during the peoiilarch 2008 through
January 200

Additional Cash Compensation for service on Committes of the Board:
. $12,000 per annum for serving as Chairman of Comgiemsor Governance Committ
. $20,000 per annum for serving as Chairman of Audin@ittee; anc
. $10,000 for other members of the Audit Commit

Per Meeting Fees:

. No per meeting fee

Directors who are a member of ValueVision Mediec. management or who are elected by the holofate Series A Preferred Stock
(currently the sole holder is GE Equity Investmehs.) do not receive any compensation for theivige on the Board of Directors or
the Committees therec






Glenn K. Leidahl
Bloomington, MN

March 25, 2008

Dear Glenn:

Exhibit 10.35

We are pleased to offer you the position of Chipéfating Officer. We look forward to your partnépshnd leadership in our company in the
delivery of results that meet or exceed our shddeh's expectations.

To follow is confirmation of your offer:

Position Title
Employment Start Dat
Reports Tc
Annualized Base Sala
Signing Bonus

Annual Cash Incentive

Long Term Incentive

Insurance & Benefits

Vacation

Severance Eligibility

Chief Operating Office

April 1st, 2008

Rene Aiu-- President and CE'

$350,00C

$50,00C-- one time payment on employment start

Your incentive opporturatythe target performance level(s) will be 50%aiir base salary with the
opportunity to achieve up to 100% of your basergd200% of target) if company financial performanc
meets or exceeds the maximum award level goalf®.ahnual incentive plan financial goal(s) areldistiaec
annually and approved by the Board of Directorsy payments made under this plan to Company Officers
are made at the discretion of the Board of Directorits Human Resources and Compensation Cominittee
subject to the terms of the approved plan. Youadhcentive payment for FY2008 will be pro-ratemsed
on your employment start date. A portion of your2098 incentive payment will be guaranteed at $80), 64
be paid upon your employment start date. The FY2@08nce payable following the end of the year tl
the actual incentive earned less $80,(

Subject to the terms andditimns applicable to options granted under the Gamy’s Omnibus Stock Plan,
the applicable stock option agreement, and uporoappof the Company’s Board of Directors or itsraan
Resources and Compensation Committee, you willraetgd an option to purchase 225,000 shares of the
Company’s common stock at a price per share equhEtclosing fair market value per share as of you
employment start date. Your option to purchase Gomshares will vest in 1/3 increments upon each
anniversary of your employment start date (vests 8wears) and exercisable for 10 years from #te df
grant. Beginning in 2010, you will be eligible foonsideration for additional periodic long termentive
grants determined based on a combination of cothpefiractice benchmarking, company performance and
your personal performance, in the discretion of asidetermined by the Board of Directors or its ldn
Resources and Compensation Commil

You will be eligible foretlfCompany’s standard benefit package. Eligibilitd &enefits are governed by the
terms of each respective plan, which the Companychange or terminate at any tin

You will accrue 4 weeks of paid time off annue

In the event your employmis terminated without Cause or you resign franpeyment for Good Reason
(as defined in Exhibit A)




you would be eligible for the greater of (a) theesance pay and other transition benefits as defim¢he
Company’s severance guidelines for executive affige effect at the time of your termination or ({9
months of your base salary and 12 months of Comyabgidized medical coverage under COBRA (you
would still be required to pay the employee conitiitn portion that you were paying prior to terntion)
(base salary shall be determined as of the day dvatedy preceding your termination or the first adythe
fiscal year in which you are terminated, whichegagreater). At the current time, certain enharsmgerance
guidelines for executive officers are in effecttthdl expire at the end of FY2008, at which tintési
expected that the guidelines will revert to theesauce guideline referred to in clause (b) aboedéfined il
Exhibit A, any tax liability imposed upon you orcirred by you in connection with the severance paym
and medical coverage payments, including tax lighiélating to Section 280G, Section 4999 or Smtti
409A of the Internal Revenue Code, shall be salelyr responsibility. The Company agrees to cooperat
with you and to reasonably modify any such payntembs in order to minimize any taxes due under the
aforementioned sections of the Code. All severgaageor benefits are conditional upon your executiban
effective agreement substantially in the form amkelereto that complies with applicable laws inalhjou
release the Company and all related parties froyraad all claims against thei

With this offer you will be receiving our Compamsiocation package. It is understood and agreedritainnection with accepting this offer
you will relocate to the greater Minneapolis/StuParea of Minnesota sometime during 20

As with all ValueVision employment offers, this effis conditional upon criminal background checlt amployment verification. We also
require noneompete, confidentiality and inventions agreeméstexecuted by you upon employment. For the pugpokfederal immigratio
law, you will be required to provide documentarydence of your identity and eligibility for employant in the United States. Should you
have any questions, please feel free to contacitr2-943-6163. Thank you for treating the terfgooir employment offer with Value

Vision Media confidentially.

We are excited to have you join our team and anéident that you have the skills and experienceg@n effective leader in our organizati

/s/ Rene Aiu

President & CEO ValueVision Media, In

Agreed and Accepted

/s/ Glenn K. Leidahl
Date: 3/25/08




Exhibit A to Glenn Leidahl Offer Letter Dated March 25, 2008

Definitions:

A. Termination For Cause (not severance eligiblE)e Company may terminate Executvemployment immediately for Cause. Cause !
mean: (i) a material act which results in, or i®ited to result in, Executive’s personal enrichnagthe expense of the Company,
including theft or embezzlement; (ii) public contlby Executive materially detrimental to the repiata of the Company; (iii) material
willful violation by Executive of any Company pajicregulation or practice known to the Executivgluding but not limited to the
Executive’s willful or grossly negligent failure twlequately perform the duties of his or her positdo the material detriment of the
Company; (iv) conviction of, or a plea of guilty mo contest to, a felony; (v) Executive’s Disakilias defined below); or (vi) Executive’s
death. Disability shall mean that the Executivé) (giunable to engage in any substantial gainétivitly by reason of any medically
determinable physical or mental impairment which ba expected to result in death within 12 monthsan be expected to last for a
continuous period of not less than 12 months;)(kii reason of any medically determinable physicahental impairment which can be
expected to result in death within 12 months orlmaexpected to last for a continuous period ofiesd than 12 months, is receiving
income replacement benefits for a period of nat than three months under an accident and healthgolvering employees of the
Company; or (ix) has been determined to be totfilgbled by the Social Security Administration. aligity under subsections (vii) and
(viii) shall be determined by a physician seledigdhe Company. Executive shall cooperate withGbenpany, including making
Executive reasonably available for examination bysicians at the Company’s request and at the Coypaxpense to determine
whether or not Executive has a Disabil

B. Benefit Eligibility . Executive will be eligible to receive severaneg ;1 the amounts specified in the Offer Letteinothe applicable
severance guidelines in effect at such for exeeutiticers if the Executive

i. Is terminated Without Causacluding, without limitation, due to position elimation, reduction in workforce, reorganization,
consolidation oResigns for Good Reasin the event thal

a. The Executive is impacted by a mandatogcagion of the Executive’s principal place of empi®nt to a location more
than 50 miles from Executi’s current office locatio

b.  The Company reduces the Executive’s totaipnsation opportunity (excluding equity) (unleast pf an across-the-board
compensation opportunity or benefit plan reductipplicable on a similar basis to all other seni@oaitive officers of the
Company)

c. The Company materially breaches its oblggatito pay the Executive, unless the failure toipayresult of a good faith
dispute between the Company and the Execi

d. The Company substantially diminishes théedutesponsibilities or title of the Executive Bubat the position held is no
longer the chief executive offic

e. The Company alters the Execurs reporting relationship, currently the Board ofdators of the Compar

ii. Continues to satisfactorily perform job duties asigned and continues in employment through the elstablished by ValueVisi
Media, Inc. as the Executi’'s last day of employme

iii. Provides the Company written notice (iretbase of a Good Reason resignation) that dettaileeison that Good Reason exists.
The Company shall have thirty (30) days followiegeipt of this notice to correct the occurrencely@frthe company fails to
correct the occurrence does Good Reason ¢
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iv.

Vi.

Returns to the Company, no later than #s¢ dlay of employment, all ValueVision Media, Ipooperty in the Executive’s
possession; ar

Signs an effective agreement, substantialthe form annexed hereto, that complies with i@gple laws in which the Executive
releases ValueVision Media, Inc. and all relatedigs from any and all claims against them. Payroéseverance will be made
on the next regularly scheduled pay date afteafipdicable rescission period expires, unless theigions of any applicable
section(s) of the tax code would otherwise indic

Complies with the terms of any r-compete, confidentiality, invention or other writtagreement

C. Change in ControtChange in Control” means any of the following:

()

(ii)

(iii)

the acquisition by any individual, entity group (within the meaning of the Securities Exa@Act of 1934 (“Exchange Act”)
Sections 13(d)(3) or 14(d)(2)) of beneficial owrgps(within the meaning of Exchange Act Rule 13db8fa) more than 50% of
the then-outstanding shares of common stock o€tirapany (the “Outstanding Company Common Stock’(bdB30% or more of
the combined voting power of the then-outstandioting securities of the Company entitled to votaagally in the election of the
Board (the Outstanding Company Voting Securitinsjwithstanding the above, the following acquisisavill not constitute a
Change in Control; (A) any acquisition of commoaocét or voting securities of the Company directlynfrthe Company, (B) any
acquisition of common stock or voting securitiestedf Company by the Company or any of its whollyned subsidiaries, (C) any
acquisition of common stock or voting securitiestef Company by any employee benefit plan (or eeléitust) sponsored or
maintained by the company or any of its subsidsre (D) any acquisition by any corporation wigspect to which immediately
following such acquisition, more than 70% of, retpely, the then-outstanding voting securitiesoéh corporation entitled to
vote generally in the election of directors is tihhemeficially owned, directly or indirectly, by alt substantially all of the
individuals and entities who were the beneficiahevs, respectively, of the Outstanding Company ComB8tock and
Outstanding Company Voting Securities immediatafobe such acquisition in substantially the sanopertions as was their
ownership, immediately before such acquisitiorthef Outstanding Company Common Stock and Outstgr@ampany Voting
Securities, as the case may

Individuals who, as of a date within th2 honths preceding the date that it is determinkeltiaer a Change in Control has
occurred, constitute the Board (the “Incumbent Btjacease for any reason to constitute at least a ityagdrthe Board. Howeve
any individual who becomes a director of the Boahibse election, or nomination for election by tren®anys shareholders, w
approved by a vote of at least a majority of threatbrs then comprising the Incumbent Board wilcbasidered a member of the
Incumbent Boarc

A reorganization, merger, consolidation or statyexchange of Outstanding Company Voting Se@&gi,tiinless immediately
following such reorganization, merger, consolidatis exchange, all or substantially all of the widiuals and entities who were
the beneficial owners, respectively, of the Outdilag company Common Stock and Outstanding Compaiiny Securities
immediately before such reorganization, mergersobdation or exchange beneficially own, directhimdirectly, more than 70%
of, respectively, the then-outstanding shares ofroon stock and the combined voting power of the-hegtstanding voting
securities entitled to vote generally in the etmtf directors, as the case may be, of the cotiparaesulting from such
reorganization, merger, consolidation or exchangaibstantially the same proportions as was thveireeship, immediately befol
such reorganization, merger, consolidation or emgbaof the Outstanding Company Voting Securi
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(iv) A reorganization, merger, consolidationstatutory exchange of Outstanding Company ComntockSunless immediately
following such reorganization, merger, consolidatiy exchange, all or substantially all of the wndiials and entities that were
beneficial owners of the Outstanding Company Com@imtk immediately before such reorganization, meopnsolidation or
exchange beneficially own, directly or indirectlpra than 50% of the then outstanding shares of camstock of the corporation
resulting from such reorganization, merger, coulstion, or exchange in substantially the same ptmpoas was their ownership
immediately before such reorganization, mergersotidation or exchange of the Outstanding Compamy@on Stock

(v) The sale or other disposition of all or stamtially all of the assets of the Company, othan to a corporation with respect to
which, immediately following such sale or otherpdisition, more than 50% of, respectively, the tbetstanding shares of
common stock of such corporation or the combindthggower of the then-outstanding voting secusitidé such corporation
entitled to vote generally in the election of digs is then beneficially owned, directly or inditly, by all or substantially all of
the individuals and entities who were the benefficianers, respectively, of the Outstanding Comp@oynmon Stock and
Outstanding Company Voting Securities immediatafobe such sale or other disposition in substdntibk same proportion as
was their ownership, immediately before such salatlwer disposition, of the Outstanding Company @mmn Stock and
Outstanding Company Voting Securities, as the ozsgebe.

(vi) Notwithstanding the above, a Change of Controllstaibe deemed to occur with respect to Execdtitiee acquisition of the
interests referred to above is by a group, actingpincert, that includes the Executive or if ast€20% of the then-Outstanding
Common Stock or Outstanding Company Voting Seagitif the surviving corporation or other entity sicgg all or substantiall
all of the assets of the Company is beneficiallyed; directly or indirectly, immediately thereaftgra group, acting in concert,
that includes Executivt

(vii) In no event shall a Change of Control be deeméthve occurred if it does not constitute a Changeontrol under Section 409A
of the Internal Revenue Code and guidance issweréuhder

D. Notwithstanding any other provision of this Exhiito the contrary, if any of the payments or bésetceived or to be received
Executive (whether pursuant to the terms of Offettér or any other plan, arrangement or agreemghtthe Company, any person whose
actions result in a Change in Control or any petiiated with the Company or such person) (atls payments and benefits being
hereinafter referred to as the “Total Payments?) vé subject to the excise tax under Code Sea##9 (“Excise Tax”), the following
provisions shall apply

(i) If the Total Payments, reduced by the sum dttfa Excise Tax and (b) the total of the Fedestalte, and local income and
employment taxes payable by Executive on the amoifuthie Total Payments which are in excess of t@3hold Amount, are greater
than or equal to the Threshold Amount, Executivedldie entitled to the full benefits payable unttes Agreement.

(i) If the Threshold Amount is less than (a) thetdl Payments, but greater than (b) the Total Paysmeduced by the sum of (1) the
Excise Tax and (2) the total of the Federal, stagklocal income and employment taxes on the anmafithe Total Payments which are
in excess of the Threshold Amount, then the benpfilyable under this Agreement shall be reduceithitibelow zero) to the extent
necessary so that the maximum Total Payments sbiaéixceed the Threshold Amount. To the extentttiexe is more than one method
of reducing the payments or benefits to bring théthin the Threshold Amount, Executive shall deterewhich method shall be
followed; provided that if Executive fails to makech determination within fifteen (15) days afteg Company has sent Executive
written notice of the need for such reduction, @enpany may determine the amount of such reduatids sole discretion.

“Threshold Amount” shall mean three times Execusivease amount” within the meaning of Code Sec#80G(b)(3), less one dollar
($1.00).
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The determination as to which of subsections (iipabove shall apply to Executive shall be maglea nationally recognized
accounting firm selected by the Company (the “Actting Firm”), which shall provide detailed suppaodicalculations both to the
Company and Executive within fifteen (15) busindags of the Date of Termination, if applicableabsuch earlier time as is
reasonably requested by the Company or Executivepiirposes of determining which of subsectionsr(ijji) above shall apply,
Executive shall be deemed to pay Federal incomestakthe highest marginal rate of Federal incaration applicable to individuals
for the calendar year in which the determinatiotoibe made, and state and local income taxe® dtigfinest marginal rates of individt
taxation in the state and locality of Executivessidence on the Date of Termination, net of theimar reduction in Federal income
taxes which could be obtained from deduction ohsstate and local taxes. Any determination by theodnting Firm shall be binding
upon the Company and Executive.

E. If Executive shall be a specified employeedefined in Code Section 409A and guidance istherdunder as of the date of
separation from service, then the maximum amouattadan be paid to Executive during the first sixths following the
separation from service is the least of the follmyvamount: (i) the amount otherwise required ulderAgreement to be paid
during such six month period; (ii) twice the annzed base salary of Executive as of the last daii@fear immediately precedi
the separation from service; (iii) twice the comgaion limit for the year in which the separatioonfi service occurs under
Section 401(a)(17) of the Code; or (iv) the maximammount permitted to be paid under Section 4092]&B((i) of the Code
during such six month period. Any amounts not otl&s permitted to be paid during the six monthgeshall be paid in a lump
sum without interest on the first day of the mofalfowing the six month anniversary of the datdtd separation from servic

F.  For purposes of this Agreement, “terminatibemployment” shall mean a separation from servicder Code Section 409A and
guidance issued thereund

A-4






Exhibit 10.36

NON-COMPETITION AGREEMENT

This Non-Competition Agreement (“Agreemeng’ynade as of March 25, 2008 by and betwéalueVision Media, Inc., a Minnesota
corporation (together with its subsidiaries, th@fi@gpany”), andslenn K. Leidahl (the “Employee”) pursuant to and in consideratibthe
offer of employment dated March 25, 2008.

NonCompete While Employee is working for the Company andsifiployee voluntarily resigns, or departs from @wmpany under
circumstances where Employee receives severanceguay from the Company, then also for the Non-cditique Period (defined below)
following his/her departure, Employee will not:

(i) directly or indirectly own, manage, coritrparticipate in, be a director, officer or empgeyof, lend Employee’s name to, act as
consultant or advisor to, render services to, oeike compensation from, any other person or eatityaged or seeking to engage in the
television home shopping business (including astelen home shopping channel internet site) anye/wégthin the United States;

(i) induce or attempt to induce any emplogééhe Company to leave his or her employment withCompany, or in any other way
interfere with the relationship between the Compang any other employee of the Company; or

(i) induce or attempt to induce any custopvendor, franchisee, licensee, or other busindation of the Company to cease doing
business with the Company, or in any way interfeith the relationship between such party and then@any.

For purposes of this Agreement, “Non-competitiondt® shall mean the period commencing as of thie dathis Agreement and ending on
the last day of the twelfth (12th) month followitige last day of the month in which Employee’s ergpient with the Company ends.

Entire Agreement: Governing LaWhis Agreement contains the entire agreement op#inges relating to Employee’s non-compete
agreement with the Company and supersedes anyllgribaagreements and understandings with resfoestich subject matter. All matters
relating to the interpretation, application, valydand enforcement of this Agreement shall be gy the laws of the State of Minnesota,
without regard to that state’s conflict of laws yisions.

VALUEVISION MEDIA, INC. EMPLOYEE
/s/ Rene G. Ail /s/ Glenn K. Leidah
Name: Rene G. Ail Name: Glenn K. Leidal






Exhibit 21

SIGNIFICANT SUBSIDIARIES OF THE REGISTRANT
All of the Company’s subsidiaries listed below ateolly owned.

Name State of Incorporation
ValueVision Media, Inc Minnesots
VVI Fulfillment Center, Inc Minnesots
losota, Inc. Delaware
FanBuzz, Inc Delaware
FanBuzz Retall, Inc Delaware
ValueVision Media Acquisitions, Int Delaware

ValueVision Retail, Inc Delaware






EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®eggion Statement Nos. 33-93006 and 333-12704Basm S-3 and Registration
Statement Nos. 33-60549, 33-68646, 33-68648, 35®6%33-40973, 333-40981, 333-75803, 333-84705;488572, 333-46576, 333-81438,
333-113736, 33-125183, and 333-139597 on Fo@oSeur reports dated April 17, 2008, relatinghe consolidated financial statements
financial statement schedule of ValueVision Metha, and Subsidiaries (which report expressed gualified opinion and includes an
explanatory paragraph relating to the change in@tting for stock-based compensation in the figear ended February 3, 2007) and the

effectiveness of internal control over financighoeting, appearing in this Annual Report on FormKL6f ValueVision Media, Inc. and
Subsidiaries for the year ended February 2, 2008.

/s/ Deloitte & Touche LLP

Minneapolis, MN
April 28, 2008






Exhibit 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference ini®egion Statement Nos. 33-93006 and 333-12704Basm S-3 and Registration
Statement Nos. 33-60549, 33-68646, 33-68648, 35®6333-40973, 333-40981, 333-75803, 333-84705:48532, 333-46576, 333-81438,
333-113736, 333-125183 and 333-139597 on Form BvaloieVision Media, Inc. of our reports, dated 8gptember 28, 2007 (which report
expresses an unqualified opinion and includes ataaatory paragraph relating to the terminatioseferal agreements due to the acquisition
by one member of the other membeas/nership interests) and (2) October 30, 2006, i{Afdr;, 2007 as to Note 10) (which report expressi
unqualified opinion and includes explanatory paaas relating to a change in the fiscal year emdeachange in ownership interests);
relating to the financial statements of Ralph Lauviedia, LLC, appearing in this Annual Report onRd 0-K of ValueVision Media, Inc.

for the year ended February 2, 2008.

/s/ DELOITTE & TOUCHE LLP
New York, New York
April 28, 2008






Exhibit 31.1

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Rene G. Aiu, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of ValueVision Media, Inc.

Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the
period covered by this repo

Based on my knowledge, the financial statémend other financial information included istheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officerdahare responsible for establishing and maintgjmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and hay

a. designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

b. designed such internal control over finan@porting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c.  evaluated the effectiveness of the regisgalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

d. disclosed in this report any change in gggstrant’s internal control over financial repogithat occurred during the registrant
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affetie registrant’s internal control
over financial reporting; an

The registrant’s other certifying officerdahhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct@spersons performing the
equivalent function)

a. all significant deficiencies and materiakakmesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b. any fraud, whether or not material, thabies management or other employees who have #iségn role in the registrant’s
internal control over financial reportin

Date: April 29, 2008

/s/Rene G. Ait

Rene G. Aiu

Chief Executive Officer and President
(principal executive officer)







Exhibit 31.2

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Frank P. Elsenbast, certify that:

1.
2.

| have reviewed this Annual Report on Forn-K of ValueVision Media, Inc.

Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to the
period covered by this repo

Based on my knowledge, the financial statémend other financial information included istheport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officerdahare responsible for establishing and maintgjmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15(c-15(f)) for the registrant and hay

a. designed such disclosure controls and proesdor caused such disclosure controls and puoesdo be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

b. designed such internal control over finan@porting, or caused such internal control owearicial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting princij

c.  evaluated the effectiveness of the regisgalisclosure controls and procedures and predentthis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

d. disclosed in this report any change in gggstrant’s internal control over financial repogithat occurred during the registrant
most recent fiscal quarter that has materiallycée, or is reasonably likely to materially affetie registrant’s internal control
over financial reporting; an

The registrant’s other certifying officerdahhave disclosed, based on our most recent eN@tuaf internal control over financial
reporting, to the registrant’s auditors and theitatcmmmittee of the registrant’s board of direct@spersons performing the
equivalent function)

a. all significant deficiencies and materiakakmesses in the design or operation of internairabaver financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b. any fraud, whether or not material, thabies management or other employees who have #iségn role in the registrant’s
internal control over financial reportin

Date: April 29, 2008

/s/ Frank P. Elsenbas

Frank P. Elsenbas

Senior Vice President, Chief Financial Officer
(principal financial officer)







Exhibit 32

CERTIFICATION OF THE PRINCIPAL EXECUTIVE AND FINANC IAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fW/alueVision Media, Inc., a Minnesota corporatitie “ Company’), for the year
ended February 2, 2008, as filed with the Secsrdied Exchange Commission on the date hereof @epbrt”), the undersigned officers of
the Company certify pursuant to 18 U.S.C. Secti®®0] pursuant to Section 906 of the Sarbanes-Oxt¢pf 2002, that, to their knowledge:

. the Report fully complies with the requirementsSefiction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

. the information contained in the Report fairlggents, in all material respects, the financiabd@n and results of operations of the
Company

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwl be retained by the Company
and furnished to the Securities and Exchange Cosioni®r its staff upon request.

Date: April 29, 2008 /s/Rene G. Ail
Rene G. Aiu
Chief Executive Officer and President
(principal executive officer)

Date: April 29, 2008 /sl Frank P. Elsenbas
Frank P. Elsenbas
Senior Vice President, Chief Financial Officer
(principal financial officer)
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INDEPENDENT AUDITORS' REPORT
To the Members of Ralph Lauren Media, LLC

We have audited the accompanying balance sheatlphRauren Media, LLC (the "Company") as of Afdrjl2006 and the related statements
of income, partners' capital, and cash flows fer1b month period then ended. These financialrettts are the responsibility of the
Company's management. Our responsibility is to@sgpan opinion on these financial statements basedr audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonabéairance about whether the financial statemeatse of material misstatement. An ai
includes consideration of internal control oveafigial reporting as a basis for designing audit@dares that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Companyésnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evideapparting the amounts and disclosures
in the financial statements, assessing the acamuptinciples used and significant estimates mad@énagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopinion.

In our opinion, such financial statements presainlyf in all material respects, the financial giwsi of Ralph Lauren Media LLC as of April
2006, and the results of its operations and itk fias/s for the 15 month period then ended in comity with accounting principles generally
accepted in the United States of America.

As discussed in Note 2 to the financial statemeahesCompany changed its fiscal year-end from tier8ay closest to December 31st to the
Saturday closest to March 31st.

As discussed in Note 10, on March 28, 2007, orteepartners of the Company acquired the equitraést of the other two partners.
DELOITTE & TOUCHE LLP

October 30, 2006
(April 11, 2007 as to Note 10)



RALPH LAUREN MEDIA, LLC

BALANCE SHEET
APRIL 1, 2006
(IN THOUSANDS)

ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 33,804
Accounts receivable 1,737
Related party receivables 98
Inventory 16,793
Other current assets 53
Total current assets 52,485
PROPERTY AND EQUIPMENT---Net 307
TOTAL ASSETS $ 52,792

LIABILITIES AND PARTNERS' CAPITAL

CURRENT LIABILITIES:

Accounts payable and accrued expenses $ 6,184
Related party payables 9,100
Total current liabilities 15,284
PARTNERS' CAPITAL 37,508
TOTAL LIABILITIES AND PARTNERS' CAPITAL $ 52,792

See accompanying notes to financial statements.



RALPH LAUREN MEDIA, LLC

STATEMENT OF INCOME
15 MONTH PERIOD ENDED APRIL 1, 2006
(IN THOUSANDS)

NET REVENUES $ 106,216
COST OF GOODS SOLD 35,728

Gross profit 70,488
OPERATING EXPENSES---

Selling, general and administrative 49,750
INCOME FROM OPERATIONS 20,738
INTEREST INCOME 680
NET INCOME $ 21,418

See accompanying notes to financial statements.



RALPH LAUREN MEDIA, LLC

STATEMENT OF PARTNERS' CAPITAL
15 MONTH PERIOD ENDED APRIL 1, 2006
(IN THOUSANDS)

POLO RALPH
LAUREN
CORPORATION

PARTNERS' CAPITAL --

January 1, 2005 $ 7,53 2
Contribution of services 1,04 9
Distribution of capital (1,00 0)
Net income 10,70 9

PARTNERS' CAPITAL -

April 1, 2006 $ 18,29 0

See accompanying notes to financial statements.

BROADCASTING
COMPANY, INC.

NATIONAL

VALUEVISION

MEDIA, INC.

$ (8426) $ 17,935
(250) (750)
2,677 $ 8,032

$ (5999 $ 25217

$

$

TO

TAL

17,041
1,049

(2,000)



RALPH LAUREN MEDIA, LLC

STATEMENT OF CASH FLOWS
15 MONTH PERIOD ENDED APRIL 1, 2006
(IN THOUSANDS)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash
Services provided by Joint Venture Partners
Changes in assets and liabilities:
Accounts receivable
Related party receivables
Inventory
Other current assets
Accounts payable and accrued expenses
Related party payables

Net cash provided by operating ac

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Distribution of capital

Cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS --- Beginning of period

CASH AND CASH EQUIVALENTS --- End of period

See accompanying notes to financial statements.

provided by operating activities:

tivities

21,418
1,049
(558)
2,989
(5,658)
25

(176)
3,440

20,222

13,582



RALPH LAUREN MEDIA, LLC

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE 15 MONTH PERIOD ENDED APRIL 1, 2006
(IN THOUSANDS)

1. BUSINESS AND ORGANIZATION

Ralph Lauren Media, LLC (the "Company") was forntedbring the Polo American lifestyle experiencetmsumers via multiple media
platforms, including the Internet, broadcast, calild print. The Company's first initiative is thelé®®com website, which opened its virtual
doors in November 2000. Polo.com provides entdrtgiformat and content that promotes and sell$tile brands.

The Company, which was formed in February 2008,3§ year joint venture between Polo Ralph Laurerp@ation ("Polo") which owns
50% of the Company, National Broadcasting Compargy, ("NBC") which owns 37.5% of the Company, analiéVision Media, Inc.
(formerly ValueVision International, Inc.) ("Valuésion™) which owns 12.5% of the Company. NBC andu¢¥ision collectively form the
"Media Partners." The Company's managing boarcbaal representation from Polo and the Media Pextidne details are presented in the
Joint Venture agreement dated February 7, 2000.

Polo provides marketing through its annual printeatising campaign and provides inventory to thenfany through a Supply Agreement
(the "Supply Agreement"). Polo makes its merchamdigilable at cost of inventory and handles exte&ntory through its outlet stores. As
detailed in Note 9, Polo provides the Company w&itbounting, legal and human resources serviceglhasvfacilities support.

As detailed in Note 9, ValueVision provides the Qamy with telemarketing, customer support andlfaiént operations.
2. BASIS OF PRESENTATION

FISCAL YEAR--The Company's fiscal year end was dehthis year. It is now based on a 12 month figeat which ends on the Saturday
nearest to March 31. Previously the fiscal yearednth the Saturday nearest to December 31. Allgeées to "Fiscal 2006" represent the 15
month fiscal period ended April 1, 2006. This 15mobased financial statement begins January 5 206 ends April 1, 2006. All
references to "Fiscal 2007" represent the fiscal yading March 31, 2007. Selected financial infation derived from the results of
operations for the three month periods ended Aprd006 and April 2, 2005 is as follows:

THREE MONTH PERIOD E NDED
APRIL 1, 2006 APRIL 2, 2005
Net revenues $20,632 $16,223
Cost of goods sold 7,115 5,961
Gross profit 13,517 10,262
Operating expenses 9,503 9,055
Income from operations 4,014 1,207
Interest income 357 17
Net income $4,371 $1,224




BASIS OF PRESENTATION (CONTINUED):

USE OF ESTIMATES-- The preparation of financiatstaents in conformity with accounting principlesigeally accepted in the United
States of America requires management to make agtinand assumptions about future events. Theéssest and assumptions affect
amounts of assets, liabilities, revenues and exgze@sd the disclosure of gain and loss contingsrati the date of the financial statements.
The amounts currently estimated by the Companguaivgect to change if different assumptions as eéootitcome of future events were made.
The Company evaluates its estimates and judgmeras @ngoing basis and predicates those estimatiejsidgments on historical experier
and on various other factors that are believedteelsonable under the circumstances. Manageméesradjustments to its assumptions and
judgments when facts and circumstances dictate pliheary estimates underlying the financial stateteénclude sales returns and defel
revenue. Actual results may differ from the estsaised by the Company in preparing the accompgfiyiancial statements.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

REVENUE RECOGNITION--The Company recognizes revefam e-commerce sales upon receipt of productsusyomers. Sales to
individuals are paid for entirely with credit car@hipping and handling fees billed to customeesitacluded in net revenues and the related
costs are included in operating expenses. The Coymezords revenue from gift cards as deferredmaeend recognizes revenue upon
redemption. Gift cards sold to customers do noetexpiration dates.

Allowances for estimated returns are provided wéadns are recorded. The Company's reserve forigdlgas which is included in accounts
payable and accrued expenses is approximatelyrillidn at April 1, 2006. Deferred revenues areased according to the expected
delivery date to the customer. It is estimated thatlast three days of sales are considered defeewenue and at April 1, 2006 was $0.6
million and classified in accounts payable and aedrexpenses.

COST OF GOODS SOLD--Cost of goods sold includesttpenses incurred to acquire inventory for salduding product costs, freight-in
and import costs. This also includes reservestankage, damages and inventory obsolescence. dste of selling merchandise, including
preparing the merchandise for sale, such as pickiacking, shipping, warehousing and order cogtsranluded in selling, general and
administrative ("SG&A").

SHIPPING AND HANDLING COSTS-- The costs associatath shipping goods to the customer are refleced aomponent of SG&A.
Shipping and handling costs incurred approxima&8 #illion in Fiscal 2006.

ADVERTISING COSTS-- In accordance with Americantinge of Certified Public Accountants ("AICPA")&ement of Position ("SOP")
No. 92-7, Reporting on Advertising Costs, advertisingtspmcluding the costs to produce advertising,ex@ensed upon the first time that
the advertisement is exhibited. Advertising expemas approximately $5.0 million for Fiscal 2006 €f& were no deferred advertising costs
recorded as of April 1, 2006.

TECHNOLOGY AND WEBSITE DEVELOPMENT--The Company ddaps its website through use of internal and esleresources.
External costs incurred in connection with develeptrof the website, prior to technological feadijilare expensed when incurred. Costs
incurred subsequent to technological feasibilitptigh the period of the site availability are calied.

COMPREHENSIVE INCOME--Comprehensive income was étpthe net income during Fiscal 2006.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINU ED):

STOCK-BASED COMPENSATION-- Through the end of fis2@06, the Company used the intrinsic value metiaaccount for stock-
based compensation in accordance with Accountimgiptes Board ("APB") Opinion No. 25, AccountingrfStock Issued to Employees,
("APB 25") and had adopted the disclosure-only jions of Financial Accounting Standards Board (SBA) Statement No. 123,
Accounting for Stock-Based Compensation, as amehgdtASB Statement No. 148, Accounting for Stocls&hCompensation Transitior
and Disclosure ("FAS 123"). Accordingly, no competien cost has been recognized for fixed stockoopgrants issued at fair market value.
This is for the issuance of Polo common stock astricted stock units, which is managed by Pola etanpensation costs for the Compa
stock option grants been determined based on thedfae at the grant dates of such awards in aerwe with FAS 123, the Company's net
income would have been reduced to the pro formauatras follow:

Net income as reported $21,418
Deduct: Total stock-based compensation expense

determined under fair value based method for all

awards (224)

Pro forma net income $21,194

For purposes of applying the pro forma disclosemuirements of FAS 123, the fair value of eachlstiation grant was estimated on the date
of grant using the Black-Scholes option-pricing rlod he following weighted-average assumptions wased for all grants in Fiscal 2006:
annual dividend rate of $0.20; expected volatitify29.1%; risk-free interest rate of 3.66%; andeapected term to exercise of 5.2 years. In
addition, see Note 4 to the Notes to Financiale®taints for a discussion of the adoption of FASBe&tant No. 123R, Share-Based Payment,
("FAS 123R"), effective in Fiscal 2007, which rexgs compensation cost to be recognized for alksb@sed compensation awards granted,
modified or settled on or after April 2, 2006.

CASH AND CASH EQUIVALENTS--Cash and cash equivateimiclude all highly liquid investments with angirial maturity of three
months or less.

ACCOUNTS RECEIVABLE--The balance represents reddips related to sales generated from the websieigh GSI Commerce, Inc
("GSI") a third-party provider of e-commerce sabus. GSI remits the collected tender to the Company

INVENTORY--Inventory, which consists entirely ohfshed goods, is valued at the lower of cost oketaralue as determined on a
weighted-average cost basis. All risks of ownershipxcess inventory, as defined by the Supply Agrent, are borne by Polo, who
reimburses the Company at cost for all saleablentories returned.

PROPERTY AND EQUIPMENT--Property and equipmentasried at cost, less accumulated depreciation amaitazation. Computer
equipment and technology and website developmendepreciated using the straight-line method dweir estimated useful lives of up to 3
years when placed in service. Major additions apgtalized, and repairs and maintenance are chaogegkerations in the period incurre
Additions in Fiscal 2006 were not yet put into seevat April 1, 2006.

ACCOUNTING FOR THE CAPITAL CONTRIBUTIONS--The Compw records in-kind contributions from the partnatshe partners'
carrying value on their financial statements attifme of contribution. Partner cash contributions eecorded at the time of contribution.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINU ED):

INCOME TAX--The Company is not considered a taxabiéty for Federal income tax purposes and magé sShcome tax purposes. The
members report any taxable income or losses onriggdective income tax returns. As a result, ret@ense or benefit has been recorde
the Company for the period presented.

CONCENTRATION OF CREDIT RISKS--The Company is pdtally exposed to credit risk primarily due to caldposits. The Company
reduces this risk by depositing all of its fundshaa number of major banks and financial institusi@nd investing in higguality instrument:

4. RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2004, the FASB issued FAS 123R aniligrch 2005, the US Securities and Exchange ComomgS5EC") issued Staff
Accounting Bulletin No. 107 ("SAB 107"). SAB 107gwides implementation guidance for companies toimseeir adoption of FAS 123R.
FAS 123R supersedes both APB 25, which permitteditie of the intrinsic-value method in accountimgstock-based compensation, and
FAS 123, which allowed companies applying APB 2}usi disclose in their financial statements the forma effect on net income from
applying the fair-value method of accounting farcétbased compensation.

Under FAS 123R, all forms of share-based paymengsriployees, including stock options, would beteéas compensation and recognized
in the statement of operations based on theivtlire at the date of grant for awards that actuadht. This standard is effective for awards
granted, modified or settled by the Company begigmin April 2, 2006. The Company has historicatg@nted for stock-based
compensation under APB 25 and has adopted FAS &ffaRtive as of Fiscal 2007 under the modified pexsive transition method. The
adoption of FAS 123R did not have a material impmercits financial statements. This program is madagy Polo and the cost is allocated to
the Company.

In May 2005, the FASB issued Statement No. 154 o@inting Changes and Error Corrections ("FAS 198RS 154 generally requires that
accounting changes and errors be applied retraspBctFAS 154 is effective for accounting changesl corrections of errors made in fiscal
years beginning after December 15, 2005. The aolopti FAS 154 did not have a material impact offiitancial statement:

In March 2005, the FASB issued Statement of Firdfetcounting Standards ("SFAS") Interpretation M@, Accounting for Conditional
Asset Retirement Obligations ("FIN 47"). FIN 47 pides clarification regarding the timing of lialylirecognition for legal obligations
associated with the retirement of a tangible Itinge asset when the timing and/or method of settlet are conditioned on a future event.
Company adopted the provisions of FIN 47 during&i2006. The application of FIN 47 did not haveirapact on the Company's financial
statements.

In November 2004, the FASB issued Statement No, ltventory Costs ("FAS 151"). FAS 151 clarifiearsiards for the treatment of
abnormal amounts of idle facility expense, freidgtandling costs and spoilage. FAS 151 is effedtivdiscal years beginning after June 15,
2005. The adoption of FAS 151 did not have a malteffect on its financial statements.

In September 2006, the SEC issued Staff Accouinlgetin No. 108 ("SAB 108"). SAB 108 addresses pinecess and diversity in practice
of quantifying financial statement misstatemensulting in the potential build-up of improper amésion the balance sheet. The Company
will be required to adopt the provisions of SAB 1f8iscal year 2007. The Company does not exgecatioption of SAB 108 to have a
material impact on its financial statements.
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RECENTLY ISSUED ACCOUNTING STANDARDS (CONTINUED):

In March 2006, the FASB issued Statement No. 1®m80o#nting for Servicing of Financial Assets ("FASEI) -- an amendment of FASB
Statement No. 140, Accounting for Transfers andisieig of Financial Assets and Extinguishments aftilities, with respect to the
accounting for separately recognized servicingtasaed servicing liabilities. This statement ieffve as of the beginning of an entity's first
fiscal year that begins after September 15, 2066.Company believes FAS 156 does not have an ingpeits financial statements.

In September 2006, the FASB issued Statement NG.Hd&ir Value Measurements ("FAS 157"). FAS 154mef fair value, establishes a
framework for measuring fair value in generallyguted accounting principles, and expands disclssaeut fair value measurements. This
statement applies under other accounting pronoueeenthat require or permit fair value measuremehésBoard having previously
concluded in those accounting pronouncements #iravdlue is the relevant measurement attributeofdingly, this statement does not
require any new fair value measurements. Thisrsiatée is effective for financial statements issuadfiscal years beginning after November
15, 2007. The Company believes FAS 157 does na Aaumpact on its financial statements.

In September 2006, the FASB issued Statement N&).Bffiployers' Accounting for Defined Benefit Pemsémd Other Postretirement Plans
("FAS 158") - an amendment of FASB Statements No 88, 106, and

132(R). FAS 158 improves financial reporting byuieilng an employer to recognize the overfundedratasfunded status of a defined benefit
postretirement plan (other than a multiemployenpbs an asset or liability in its statement o#finial position and to recognize changes in
that funded status in the year in which the chawgesr through comprehensive income of a businesty @r changes in unrestricted net
assets of a not-for-profit organization. This statat also improves financial reporting by requirargemployer to measure the funded status
of a plan as of the date of its year-end statemgfimancial position, with limited exceptions. Amployer without publicly traded equity
securities is required to recognize the fundedistaf a defined benefit postretirement plan angrewide the required disclosures as of the
end of the fiscal year ending after June 15, 200@. Company believes FAS 158 does not have an inopsits financial statements.

In June 2006, the FASB issued Statement of FinbAcieounting Standards ("SFAS") Interpretation M8, Accounting for Uncertainty in
Income Taxes ("FIN 48") -- an interpretation of FAStatement No.

109. FIN 48 clarifies the accounting for uncertgiimt income taxes recognized in an enterprise&iiral statements in accordance with FAS
109, Accounting for Income Taxes. This interpretatprescribes a recognition threshold and measunreatigibute for the financial statement
recognition and measurement of a tax position take¥xpected to be taken in a tax return. Thisrpmegation also provides guidance on
derecognition, classification, interest and pesajtaccounting in interim periods, disclosure, tadsition. This interpretation is effective for
fiscal years beginning after December 15, 2006. Cbenpany believes FIN 48 does not have a matenjgact on its financial statements.
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5. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

The Company's accounts payable and accrued expemssist of the following as of April 1, 2006:

Operating expenses $ 1,568
Reserve for sales returns 1,419
Gift cards liability 1,154
Accrued employee costs 1,042
Sales tax payable 389
Deferred revenue 612
$ 6,184

6. PARTNERS' CAPITAL

Contributions of services by Polo had a value o0%$tillion in Fiscal 2006 which were determinedaproportional cost allocation method.
Distributions of capital amounted to $2.0 milliankiscal 2006, and were allocated in accordande evithership percentages.

The Company allocates profits and losses to thm@arin accordance with the LLC Agreement. The ldgteement provides that losses are
first allocated to the partners in a manner to nthké partner's tax basis capital account balanoesistent with their ownership percentages,
then pro rata in accordance with their ownershiggages. Profits of the Company are allocateéddgartners in accordance with their
ownership percentages.

7. STOCK-BASED COMPENSATION

In connection with the hiring of key executives]dloas issued options for the purchase of Polo comstock and restricted stock units to
certain executives of the Company. Polo grante@1Zopptions on June 15, 2005 at an exercise pfid205 equal to fair market value at
the date of grant. The options become exercisaltédly, over a three-year vesting period for emgésy The stock options generally expire
either seven or ten years from the date of grams iE managed by Polo.

Polo granted 3,400 restricted stock units on Jine&Q005, which are subject to Polo's satisfactifopesformance goals and will vest in three
equal installments on the first three anniversasfate grant date through June 15, 2008. Perfocerased restricted stock units also are
payable in shares of Polo's common stock and mstyoxer

(1) a three-year period of time (cliff vesting) pgect to the employee's continuing employment apld'® satisfaction of certain performance
goals over the three-year period; or (2) ratablgravthree-year period of time (graded vesting)jesii to the employee's continuing
employment during the applicable vesting period tiedachievement by the Company of separate apeufirmance goals. Compensation
expense for performance-based restricted stock isiecognized over the service period when attairi of the performance goals is
probable. The is accounted as variable arrangemBmésCompany is required to reimburse Polo foretkgense and has recorded
compensation expense of $0.3 million in Fiscal 2#éted to the restricted stock units and areunhed in SG&A.
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8. SIGNIFICANT AGREEMENTS

In May 2003, the Company entered into an agreemihtAmazon.com ("Amazon") whereby the Company wdomlake its website available
through Amazon.com's internet operations. As pltti@ arrangement, a percentage of sales to custon® access Polo.com through the
Amazon.com web portal are paid as a commissiomtazon. Amazon is also responsible for credit caes fand credit risk on transactions
processed through their operations. The Compangrbeglling through the Amazon site in October 2@&ing Fiscal 2006, the Company
recorded expenses of approximately $0.5 million.

In November 2003, the Company entered into an aggaewith GSI for e-commerce technology servicednnection with this agreement,
the Company pays a service fee to GSI equivaleatgercentage of net merchandising revenue, asedkiin the agreement. GSl is also
responsible for all credit card processing feesardit risk on all sales processed through itertetogy platform with the exception of sales
through Amazon's internet operations as describedea During Fiscal 2006, the Company recorded esge of approximately $12.3 millic

9. RELATED PARTY TRANSACTIONS

LICENSING--The Company entered into a license agesg with a wholly-owned subsidiary of Polo (thécénse Agreement"). The terms
of the License Agreement require the Company togoayyalty on the sale of Polo products based gpeaified percentage of net retail sales.
The volume of net retail sales shall be reset to zach year. The royalty calculation is based oalendar year ending December 31, 2005.

During fiscal 2006, the Company paid royalties 0f8smillion which are included in SG&A.

INVENTORY--Under the terms of the Supply Agreeméhg Company has the right to purchase its invgrftom Polo, its suppliers and its
licensees, at Polo's cost. During Fiscal 2006 thwpany purchased approximately $33.1 million &% ®f its inventory from Polo and its
suppliers, and the remaining 26% of the Company'sritory was purchased from Polo licensees. Thepgaasnrelies on Polo and its
relationship with its suppliers to achieve favogaisiventory costs in accordance with the Supplyeggrent. If Polo were to terminate the
Supply Agreement or be unable to continue its i@tahips with its suppliers there may be a matexisierse effect to the Company and its
cost of doing business. At least twice a year, Rglees to purchase from the Company at the Conyeost, all unsold Polo products that
were purchased in accordance with the Supply Agee¢nsubject to certain exclusions. During Fis@0&, Polo purchased $3.7 million in
unsold inventory from the Company. At April 1, 20@6e Company had a receivable and a payable daeltofor inventory and other
services of approximately $0.1 million and $6.9limil, respectively. These amounts are includea@lated party receivables and related party
payables in the accompanying balance sheet.

FULFILLMENT--ValueVision provides telemarketing, stomer support and fulfillment operations to therpany based on the agreement
entered on May 18, 2004. For Fiscal 2006, telentargecustomer support and fulfillment expensesl(isive of system expenses) amounted
to approximately $10.6 million and are includedSB&A. The liability for these services was $2.2lioil and is included in related party
payables in the accompanying balance sheet.

ADMINISTRATIVE SERVICES--Polo provides the Compamith administrative services in the way of accongtitreasury, human
resources, payroll services, accounts payablecsesyoffice space and utilities, IT support analesgrvices. The services Polo provided
totaled approximately $1.0 million for Fiscal 208&sed on a proportional cost allocation methodaxadncluded in SG&A and as a capital
contribution in Polo's capital account. The Compegisnburses payroll and operating expenses whielingially paid by Polo.
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RELATED PARTY TRANSACTIONS (CONTINUED):

EMPLOYEE BENEFITS--The Company currently does naiimtain any of its own employee benefit plans,udahg, health, dental, short-
term disability, long-term disability and 401(kplB administers these benefits and the Companydogres are permitted to participate.
During Fiscal 2006, the Company recorded expenfsapproximately $1.1 million for these benefits &&®n a proportional cost allocation
method.

10. SUBSEQUENT EVENTS

In October 2006, the Company amended its Serviggsdinent with ValueVision. The amendment providedah extension of the term of
the agreement to August 31, 2008, with an optioextend this term for up to an additional 12 monteguired the Company to commit to
minimum order and call center contact volumes, @rahged its order fulfillment pricing from a netler to gross units shipped pricing
structure, among other things.

On December 18, 2006, the Company entered intase lagreement for a 360,000 square foot distribagmter facility located in High Poil
North Carolina. The lease has an initial term fté&n years and contains fot-year extension options. Rent commences upon thetautial
completion of the facility by the lessor which istigipated to be in September 2007. During thé fiesr, the fixed annual rent is
approximately $1,264,000 with annual rent increases the initial lease term of 1.125%.

On March 28, 2007, Polo acquired the 50% equitgret in the Company held by NBC and its relatadies (37.5%) and ValueVision and
its related entities (12.5%). As a result of thémsaction, the Company is now a wholly-owned slisi of Polo, and NBC and ValueVision
no longer have any Partners' Capital in the Complangonnection with the acquisition, the LLC Agmeent, the Operating Agreement, the
Supply Agreement, the License Agreement, the Adsiag Agreement, the Promotion Agreement and th&tdRed Limited Liability
Company Agreement were all terminated. The SerAggsement, whereby ValueVision provides telemankgtcustomer support and
fulfillment operations to the Company, is stilleffect, as amended.
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INDEPENDENT AUDITORS’ REPORT
To the Members of Ralph Lauren Media, LLC

We have audited the accompanying balance sheatlphRauren Media, LLC (the “Company”) as of Ma&h 2007, and the related
statements of income, members’ capital, and castsffor the fiscal year then ended. These finarstakements are the responsibility of the
Company’s management. Our responsibility is to egpran opinion on these financial statements basedr audit.

We conducted our audit in accordance with audistagndards generally accepted in the United StdtAmerica. Those standards require that
we plan and perform the audit to obtain reasonasseirance about whether the financial statemeatses of material misstatement. An au
includes consideration of internal control oveafigial reporting as a basis for designing audit@dares that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evidenppating the amounts and disclosures
in the financial statements, assessing the acaayptinciples used and significant estimates mad@&nagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provides a reasonable basis foopinion.

In our opinion, such financial statements presainlyf in all material respects, the financial giwsi of the Company as of March 31, 2007,
and the results of its operations and its cashdlfow the fiscal year then ended in conformity watftounting principles generally accepted in
the United States of America.

As discussed in Note 1, on March 28, 2007, the Gompbecame a wholly owned subsidiary of one oftleenbers and several agreements
between the members were terminated.

/s/ DELOITTE & TOUCHE LLP
September 28, 2007




RALPH LAUREN MEDIA, LLC

BALANCE SHEET
MARCH 31, 2007
(In thousands)

ASSETS

CURRENT ASSETS
Cash and cash equivalel
Accounts receivabl

Inventory
Other current asse

Total current asse
PROPERTY AND EQUIPMENT— Net
TOTAL
LIABILITIES AND MEMBERS ' CAPITAL
CURRENT LIABILITIES:
Accounts payable and accrued expel
Relate-party payable
Total current liabilities

MEMBERSE’ CAPITAL

TOTAL

See notes to financial statements.




RALPH LAUREN MEDIA, LLC

STATEMENT OF INCOME
FISCAL YEAR ENDED MARCH 31, 2007
(In thousands)

NET REVENUES

COST OF GOODS SOLI

Gross profit

OPERATING EXPENSE— Selling, general and administrati

INCOME FROM OPERATIONS

INTEREST INCOME

INCOME BEFORE INCOME TAXES

PROVISION FOR STATE INCOME TAXE!

NET INCOME

See notes to financial statements.

$116,65!
36,94¢
79,70¢
57,40
22,30"
2,38(
24,68
528

$ 24,164




RALPH LAUREN MEDIA, LLC

STATEMENT OF MEMBERS'’ CAPITAL
FISCAL YEAR ENDED MARCH 31, 2007
(In thousands)

MEMBERS’ CAPITAL (DEFICIT) — April 1, 2006
Contribution of service
Distribution of capita
Net income
Purchase of Membe' ownership interes

MEMBERS' CAPITAL — March 31, 200°

See notes to financial statements.

Polo Ralph
Lauren
Corporation

$ 18,29(
1,05¢
(1,000
12,08:
30,30(

$ 60,73

ValueVision
Media, Inc.

$ (5,999

(250)
3,02(
3,22¢

$ -

National

Broadcasting
Company,

$

Inc.
25,217

(750)
9,062

(33,529

$ -




RALPH LAUREN MEDIA, LLC

STATEMENT OF CASH FLOWS
FISCAL YEAR ENDED MARCH 31, 2007
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciatior
Services provided by Joint Venture Memh
Changes in assets and liabiliti
Accounts receivabl
Relate«-party receivable
Inventory
Other current asse
Accounts payable and accrued expel
Relater-party payable
Net cash provided by operating activit
CASH FLOWS FROM INVESTING ACTIVITIES— Capital expenditure
Cash used in investing activiti
CASH FLOWS FROM FINANCING ACTIVITIES— Distribution of capita
Cash used in financing activiti
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS— Beginning of perioc

CASH AND CASH EQUIVALENTS— End of perioc
SUPPLEMENTAL INFORMATION— Cash paid for income tax

See notes to financial statements.




RALPH LAUREN MEDIA, LLC

NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE FISCAL YEAR ENDED MARCH 31, 2007
(In thousands)

1. BUSINESS AND ORGANIZATION

Ralph Lauren Media, LLC (the “Company”) was formedring the Polo American lifestyle experiencetmsumers via multiple media
platforms, including the Internet, broadcast, catrld print. The Company’s first initiative is thalphLauren.com website, which opened
its virtual doors in November 2000. RalphLauren.qmovides entertaining format and content that pi@® and sells the Polo bran

The Company, which was formed in February 2000, avd@8-year joint venture between Polo Ralph La@erporation (“Polo”), which
owned 50% of the Company, National Broadcasting gamy, Inc. (NBC), which owned 37.5% of the Compaand ValueVision Media,
Inc. (formerly ValueVision International, Inc.) (‘&lueVision”), which owned 12.5% of the Company. NB@ ValueVision collectively
formed the “Media Members.” The Company’s manadiongrd had equal representation from Polo and thdidembers. The details
were presented in the Joint Venture agreement drbrlary 7, 200(

On March 28, 2007, Polo acquired the 50% equityradt in the Company held by NBC and its relateadies (37.5%) and ValueVision
and its related entities (12.5%). As a result &f thansaction, the Company became a wholly ownédidiary of Polo, and NBC and
ValueVision no longer have any Members’ Capitalhe Company. In connection with the acquisitiom, dbint Venture Agreement, the
Operating Agreement, the Supply Agreement, theriseeAgreement, the Advertising Agreement, the Ptammad\greement and the
Restated Limited Liability Company Agreement weltdeaminated. The Services Agreement, whereby ®¥lgion provides
telemarketing, customer support and fulfillmentgpens to the Company, is still in effect, as adezh The activities of the Company are
expected to remain the same subsequent to thesétamuivith the exception of the termination of thieense Agreement and
administrative services as detailed in Not

Polo provided marketing through its annual printextising campaign and provides inventory to thenpany through a Supply Agreem
(the “Supply Agreement”). Polo makes its merchamdigailable at cost of inventory and handles extegntory through its outlet stores.
As detailed in Note 9, Polo provides the Companth@tcounting, legal and human resources serviesh as facilities suppor

As detailed in Note 9, ValueVision provides the Quamy with telemarketing, customer support andlfaiént operations

2. BASIS OF PRESENTATION

Fiscal Year— The Company’s fiscal year end is based on a 18tmfiscal year which ends on the Saturday neaodgtarch 31. All
references t“fiscal 200™ represent the fiscal year ending March 31, 2
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Use of Estimates— The preparation of financial statements in comiity with accounting principles generally accepiethe United
States of America requires management to make agtinand assumptions about future events. Theéssest and assumptions affect
amounts of assets, liabilities, revenues and exgsred the disclosure of gain and loss contingsrati the date of the financial stateme
The amounts currently estimated by the Companguaiogect to change if different assumptions as ¢ootliicome of future events were
made.

The Company evaluates its estimates and judgmeras @ngoing basis and predicates those estimadiejsidgments on historical
experience and on various other factors that dieveel to be reasonable under the circumstancesalytament makes adjustments to its
assumptions and judgments when facts and circueesatictate. The primary estimates underlying itenicial statements include sales
returns and deferred revenue. Actual results mifgrdirom the estimates used by the Company ingmieg the accompanying financial
statements.

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue Recognitio— The Company recognizes revenue from e-commetes spon receipt of products by customers. Sales to
individuals are paid for entirely with credit car@hipping and handling fees billed to customeesiracluded in net revenues and the
related costs are included in operating expendes Company records revenue from gift cards as @gfeevenue and recognizes revenue
upon redemption. Gift cards sold to customers ddawve expiration date

Allowances for estimated returns are provided wéers are recorded. The Company'’s reserve for sgti@®s, which is included in
accounts payable and accrued expenses, is apptekyra.1 million at March 31, 2007. Deferred reues are reported according to the
expected delivery date to the customer. It is esttiah that the last three days of sales are comesidiaferred revenue and at March 31,
2007, was $1.9 million and classified in accouraggble and accrued expens

Cost of Goods Solg- Cost of goods sold includes the expenses incaar@gquire inventory for sale, including produests, freight-in
and import costs. Cost of goods sold also includssrves for shrinkage, damages and inventory ebsehce. The costs of selling
merchandise, including preparing the merchandisedl®, such as picking, packing, shipping, warshmuand order costs are included in
selling, general and administrative (SG&

Shipping and Handling Cost— The costs associated with shipping goods to tistomer are reflected as a component of SG&A.
Shipping and handling costs incurred approximaté& #illion in fiscal 2007

Advertising Cost— In accordance with the American Institute of @ied Public Accountants (AICPA) Statement of Piasit

(SOP) No. 93-7Reporting on Advertising Costsjvertising costs, including the costs to produbeesising, are expensed upon the first
time that the advertisement is exhibited. Advantgsexpense was approximately $6.2 million for fist@07. There were no deferred
advertising costs recorded as of March 31, 2

Technology and Website Development The Company develops its website through usatefal and external resources. External costs
incurred in connection with development of the wiehrior to technological feasibility, are expedsvhen incurred. Costs incurred
subsequent to technological feasibility throughpkédod of the site availability are capitaliz

Comprehensive Incom— Comprehensive income was equal to the net incomiaglfiscal 2007
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Stock-Based Compensation Effective fiscal 2007, the Company adopted Fim@ngccounting Standards Board (FASB) Statement

No. 123R,Share-Based PaymefifAS 123R), which requires compensation cost toelsegnized for all stock-based compensation awards
granted, modified or settled on or after April BOB. This program is managed by Polo and the sadtdcated to the Company. In fiscal
2007, the Company incurred costs of $0.3 millionglation to these compensation awards. The foligwieighted-average assumptions
were used for all grants in fiscal 2007: annualdi#ind yield of 0.39%, expected volatility of 33.2fick-free interest rate of 4.9%, and an
expected term to exercise of 4-5 years.

Cash and Cash Equivalents- Cash and cash equivalents include all highlyitignvestments with an original maturity of threemths or
less.

Accounts Receivable- The balance represents receivables relatedes gaherated from the website through GSI Commérce(GSl),
a third-party provider of e-commerce solutions. &3hits the collected tender to the Company.

Inventory — Inventory, which consists entirely of finishedogis, is valued at the lower of cost or market valsieletermined on a
weighted-average cost basis. All risks of ownersifipxcess inventory, as defined by the Supply Agrent, are borne by Polo, which
reimburses the Company at cost for all saleablentories returned.

Property and Equipment— Property and equipment is carried at cost, lessraulated depreciation and amortization. Computer
equipment and technology and website developmendepreciated using the straight-line method dveir estimated useful lives of up to
three years when placed in service. Major additemescapitalized, and repairs and maintenancetanged to operations in the period
incurred. As of March 31, 2007, the Company ha® $dllion of additions that were not yet placedsgrvice.

Accounting for Capital Contributions— Through March 28, 2007, the Company recordednia-kontributions from the members at the
members’ carrying value on their financial statetaet the time of contribution. Member cash conttitns are recorded at the time of
contribution.

Income Tax— The Company is not considered a taxable entityefderal income tax purposes and most state indampurposes. The
members report any taxable income or losses onrgdective income tax returns. The income taxersp for fiscal 2007, $0.5 million,
represents state taxes incurred by the Compartgtiessthat tax the Company at the entity levelposed to the member level.

Concentration of Credit Risks— The Company is potentially exposed to credit peknarily due to cash deposits. The Company resluce
this risk by depositing all of its funds with a nber of major banks and financial institutions ameeisting in high-quality instruments.

. RECENTLY ISSUED ACCOUNTING STANDARDS

In July 2006, the FASB issued Financial Account8igndards Interpretation (FIN) No. 48;counting for Uncertainty in Income Taxes
an interpretation of Statement of Financial AccangtStandards No. 109hich clarifies the accounting for uncertainty mcome tax
positions. FIN No. 48 prescribes a recognitionshdd and measurement attribute for the finant¢éement recognition and measurenr
of a tax position taken or expected to be takemtax return. The evaluation of a tax positiondna@dance with FIN No. 48 is a two-step
process. The Company first will be required to datee whether it is “more-likely-than-not” that axtposition will be sustained upon
examination, including resolution of any relategh@gls or litigation processes, based on the teahmierits of the
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position. A tax position that meets the “maikeslly-than-not” recognition threshold will then beeasured to determine the amount of
benefit to recognize in the financial statementselbaupon the largest amount of benefit that istgrelaan 50 percent likely of being
realized upon ultimate settlement. FIN No. 48 fedive for the Company as of the beginning ofdis2008 (April 1, 2007). The
application of FIN No. 48 is not expected to haveaterial effect on the Compé’s financial statement

In February 2007, the FASB issued FASB Statementl§8, The Fair Value Option for Financial Assets and Fiogl Liabilities —
Including an Amendment of Statement of Financiglodoting Standards No. 116ASB Statement No. 159 permits companies to choose
to measure, on an instrument-imgtrument basis, financial instruments and cemdier items at fair value that are not currengiguired tc

be measured at fair value. Unrealized gains armken items for which the fair value option isctdd will be recognized in earnings at
each subsequent reporting date. FASB Statement®®is effective for the Company as of the begigrahfiscal 2009 (March 30, 2008).
The application of FASB Statement No. 159 is ngiezted to have a material effect on the Companyantial statements.

In September 2006, the FASB issued FASB Statemenf®8,Employers’ Accounting for Defined Benefit Pensiod ather
Postretirement Plans— an amendment of Statement of Financial Accountiagdards No. 87, 88, 106 and 13HASB Statement

No. 158 requires an employer that is a businestyemtd sponsors one or more single-employer ddfiienefit plans to recognize the
funded status of a benefit plan — measured asitfegahce between plan assets at fair value (viitlitéd exceptions) and the benefit
obligation —in its statement of financial position. For a pengplan, the benefit obligation is the projecteddfa obligation; for any othe
postretirement benefit plan, such as a retireetlheare plan, the benefit obligation is the acclated postretirement benefit obligation.
FASB Statement No. 158 is effective for fiscal yeanding after December 15, 2006. As the Compagyg dot maintain any defined
benefit plans, the application of FASB Statement Ng8 did not have an effect on the Company’s fimrstatements.

In September 2006, the FASB issued FASB Statement®l7 Fair Value Measurement§ASB Statement No. 157 defines fair value,
establishes a framework for measuring fair valuadoordance with US GAAP and expands disclosurestdhir value measurements.
FASB Statement No. 157 is effective for the Compaspf the beginning of fiscal 2009. The applicatid FASB Statement No. 157 is
expected to have a material effect on the Compdmascial statements.

5. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

The Compan's accounts payable and accrued expenses contigt faflowing as of March 31, 200

Operating expenss $ 3,624
Reserve for sales retur 2,07¢
Gift cards liability 1,05¢
Accrued employee cos 1,772
Taxes payabl 347
Deferred revenu 1,872

$10,74¢




6. MEMBERS’ CAPITAL

Contributions of services by Polo through March28)7, had a value of $1.1 million in fiscal 200Figh was determined on a
proportional cost allocation method. Distributimiscapital amounted to $2.0 million in fiscal 208id were allocated in accordance with
ownership percentage

The Company allocates profits and losses to thelmesrin accordance with the LLC Agreement. The lAdgCeement provides that loss
are first allocated to the members in a mannerakentheir member’s tax basis capital account bakgonsistent with their ownership
percentages, then pro rata in accordance with theiership percentages. Profits of the Companykoeated to the members in
accordance with their ownership percenta

7. STOCK-BASED COMPENSATION

In connection with the hiring of key executives)dPloas issued options for the purchase of Polo comstock and restricted stock units to
certain executives of the Company. Polo grante@®¢ptions on June 8, 2006, at an exercise pri§g&®f43 equal to fair market value at
the date of grant. The options become exercisalddly, over a three-year vesting period for em@ésy The stock options generally
expire either seven or ten years from the datearftgSuch stock awards are managed by |

Polo granted 5,403 restricted stock units on Jne&Q06, which are subject to Polo’s satisfactibpesformance goals and will vest in
three equal installments on the first three ansiages of the grant date through June 15, 200%ofsance-based restricted stock units
also are payable in shares of Polo’'s common stodkiaay vest over (1) a three-year period of tintiéf (eesting), subject to the
employee’s continuing employment and Polo’s satt#fa of certain performance goals over the threaryeriod; or (2) ratably over a
three-year period of time (graded vesting), subiethe employee’s continuing employment duringapgplicable vesting period and the
achievement by the Company of separate annualrpeafice goals. Compensation expense for performbased restricted stock units is
recognized over the service period when attainroktite performance goals is probable. This accaliatevariable arrangements. The
Company is required to reimburse Polo for the espeand has recorded compensation expense of $licghnni fiscal 2007 related to the
restricted stock units and stock options and arkided in SG&A.

8. SIGNIFICANT AGREEMENT

In November 2003, the Company entered into an aggaewith GSI for e-commerce technology servicesdnnection with this
agreement, the Company pays a service fee to Gf8ladgnt to a percentage of net merchandising neeeas defined in the agreement.
GSl is also responsible for all credit card prooeséees and credit risk on all sales processeaaltitr its technology platform. During fisi
2007, the Company recorded expenses of approxiyndid. 1 million.

9. RELATED -PARTY TRANSACTIONS

Licensing— The Company entered into a license agreementanitholly owned subsidiary of Polo (the “Licenserdgment”).The term:
of the License Agreement require the Company togoayyalty on the sale of Polo products based speaified percentage of net retalil
sales. The volume of net retail sales shall bet teseero each year. The royalty calculation fecéil 2007 is based on the calendar year
ending December 30, 2006. During fiscal 2007, tbenflany paid royalties of $2.9 million which arelimed in SG&A. In connection
with a change in ownership more fully describelote 1, this agreement was terminated on Marcl2@87.
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Inventory — Under the terms of the Supply Agreement, the Caomgghas the right to purchase its inventory frorfoPits suppliers and its
licensees, at Polo’s cost. During fiscal 2007,Gloenpany purchased approximately $37.2 million a08éof its inventory from Polo and
its suppliers, and $6.4 million, or 14% from Pakehsees. The Company relies on Polo and its oelsttip with its suppliers to achieve
favorable inventory costs in accordance with thppgBuAgreement. If Polo were to terminate the Syplyreement or be unable to
continue its relationships with its suppliers, tharay be a material adverse effect to the Compadyta cost of doing business. At least
twice a year, Polo agrees to purchase from the @ommt the Compang’cost, all unsold Polo products that were purdhasaccordanc
with the Supply Agreement, subject to certain esiclns. During fiscal 2007, Polo purchased $5.0iomilin unsold inventory from the
Company. At March 31, 2007, the Company had a daydle to Polo for inventory and other serviceamfroximately $7.1 million. This
amount is included in related-party payables inabeompanying balance sheet.

Fulfillment — ValueVision provides telemarketing, customer suppnd fulfillment operations to the Company basadhe agreement
entered into on May 18, 2004. In October 2006 Gbepany amended its Services Agreement with Valsiewi The amendment provid
for an extension of the term of the agreement tgusii 31, 2008, with an option to extend this teomup to an additional 12 months,
required the Company to commit to minimum order ealficenter contact volumes, and changed its drdféiiment pricing from a net
order to gross units shipped pricing structure, mgnather things. For fiscal 2007, telemarketingstomer support and fulfilment expenses
(inclusive of system expenses) amounted to apprabeiy $10.3 million and are included in SG&A. Thiebility for these services was
$1.1 million as of March 31, 2007, and is includedelated-party payables in the accompanying lealaheet.

Administrative Services— Polo provides the Company with administrativeries in the way of accounting, treasury, humaonugses,
payroll services, accounts payable services, office and utilities, IT support and legal servidée services Polo provided totaled
approximately $1.1 million for fiscal 2007 basedaproportional cost allocation method and areuidetl in SG&A and as a capital
contribution in Polo’s capital account. The Compagiynburses payroll and operating expenses whiehnitially paid by Polo. In
connection with a change in ownership more fullgatded in Note 1, this agreement was terminatedlarch 28, 2007.

Employee Benefits— The Company currently does not maintain anyobitn employee benefit plans, including health taleshort-term
disability, long-term disability and 401(k). Poldrainisters these benefits and the Company’s empkoges permitted to participate.
During fiscal 2007, the Company recorded expengapgroximately $1.1 million for these benefits @d®n a proportional cost allocation
method.
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10. LEASE

On December 18, 2006, the Company enterediitease agreement for a 360,000 square-foot disitsibcenter facility located in High
Point, North Carolina. The lease has an initiahter fifteen years and contains four 5-year eximmsiptions. Rent payment increases by
one and one-eighth percent (1.125%) over the famtual rent payable at the end of the prior lease.\Rent commences upon the
substantial completion of the facility by the lessehich occurred in September 20!

As of March 31, 2007, future minimum rental pents under noncancelable operating leases wisle igams in excess of one year were

as follows:
Annual Minimum
Operating Lease
Payments

Fiscal Year Ending (Thousands)
2008 $ 84:
2009 1,272
2010 1,28i
2011 1,301
2012 1,31¢
2013 and thereaftt 15,23
Total $ 21,25:;

*kkkkkk
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