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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 certain forward-looking statements witiie meaning of the Private Securities LitigatioridRe Act of
1995. All statements other than statements of héstiofact, including statements regarding guidaraustry
prospects or future results of operations or fimgmuosition made in this report are forward-loakin

We often use words such as anticipates, beliexggcts, intends and similar expressions to idefdifward-
looking statements. These statements are base@woagament’s current expectations and accordinglyalbject to
uncertainty and changes in circumstances. Actgalltemay vary materially from the expectationstaored hereir
Factors that could cause or contribute to suclewifices include, but are not limited to, those riesd in the “Risk
Factors” section of this annual report on Form 1@&&well as risks relating to: consumer spendiydebt levels;
the general economic and credit environment; isteaes; seasonal variations in consumer purchasitivities;
changes in the mix of products sold by us; comipetjpiressures on sales; pricing and sales marifiesevel of
cable and satellite distribution for our programgnand the associated fees; our ability to contioumanage our
cash, cash equivalents and investments to meetoopany’s liquidity needs; our ability to obtaigdidity with
respect to our auction-rate securities; the suaalesar e-commerce initiatives; our ability to mgeaur operating
expenses successfully; changes in governmentabaotatory requirements; litigation or governmepiaiceedings
affecting our operations; significant public evethtat are difficult to predict, such as widespreaghther
catastrophes or other significant television-cavgvents causing an interruption of televisionecage or that
directly compete with the viewership of our prograimg; and our ability to obtain and retain key axees and
employees. Investors are cautioned that all forvi@olting statements involve risk and uncertaintiye Tacts and
circumstances that exist when any forward-lookitagesnents are made and on which those forward-hgoki
statements are based may significantly changeeifutture, thereby rendering the forward-lookingestzents
obsolete. We are under no obligation (and exprefisttaim any obligation) to update or alter oumfard-looking
statements whether as a result of new informafidgore events or otherwise.
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PART I

Item 1. Business

When we refer to “we,” “us” or the “companyye mean ValueVision Media, Inc. and its subsidmrialess tr
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 Januar@®19 is designated fiscal 2008, our fiscal yealeenFebruary 2,
2008 is designated fiscal 2007 and our fiscal yealed February 3, 2007 is designated fiscal 2006.

A. General

We are an integrated multi-channel retailer thatkeiz, sells and distributes our products direitlgonsumers
through various forms of electronic media. Our agiag strategy incorporates distribution from téden, internet
and mobile devices. Our principal electronic mextitivity is our television home shopping businegsich uses on-
air spokespersons to market brand name and piadagé consumer products at competitive prices. I@ar
24-hourper day television home shopping programming igibisted primarily through cable and satellite lifion
agreements and the purchase of month-to-monthamntl-part-time lease agreements of cable and bastidc
television time. In addition, we distribute our gramming through a company-owned full power telievistation
in Boston, Massachusetts and through leased caroiadull power television stations in Pittsburgennsylvania
and Seattle, Washington. We also market a broay afrmerchandise through our internet retailindgpsves,
www.ShopNBC.com and www.ShopNBC.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 through May. Patduant to the license, we operate our telavismme
shopping network under the ShopNBC brand name pathte our internet website under the ShopNBC.awmin a
ShopNBC.TV 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.
Net sales from our television and companion intewebsite business, including shipping and handigvgnues
totaled $565.4 million, $767.3 million and $755.8lion for fiscal 2008, fiscal 2007 and fiscal 2QG&spectively.
Products are presented by on-air television horopghg sales persons and guests; viewers may tikea oll-free
telephone number and place orders directly witbrienter an order on the ShopNBC.com website. €lavision
programming is produced at our Eden Prairie, Miotefacility and is transmitted nationally via skite to cable
system operators, satellite dish owners, broadekestision station operators and to our ownedgailver broadcast
television station WWDP TV-46 in Boston, Massacltisse

Products and Product Mix

Products sold on our television network and intest@pping website include jewelry, watches, coresum
electronics, housewares, apparel, cosmetics, salagams and other merchandise. We believe thanbee broad
diversity of products appeals to a larger segmépbtential customers and is important to our glov@ur product
diversification strategy is to continue to devetmw product offerings across multiple merchandategories as
needed in response to both customer demand andeén i maximize margin dollars per hour in ouetion
home shopping operation.
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The following table shows our merchandise mix ggrentage of television home shopping and intereet
sales during the past three fiscal years by prociatetgory:

Category Fiscal 200¢ Fiscal 200" Fiscal 200¢

Jewelry 36% 38% 3%
Consumer Electronic 22% 25% 24%
Watches, Coins & Collectible 22% 16% 15%
Apparel, Fashion Accessories and Health & Be: 12% 10% 11%
Home and All Othe 8% 11% 11%

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

Consumer Electronics.Consumer electronics include desktop and notelbookputers and related accessories
as well as home electronics such as LCD televismusdigital cameras.

Watches, Coins & CollectiblesWatches, coins and collectibles consist of man® women’s watches,
collectible coins and other collectible items.

Apparel, Fashion Accessories and Health & BeauBpparel, fashion accessories and health & beauty
categories include clothing and footwear for wontfeamdbags and other fashion accessories, cosnaeticsther
personal care items.

Home and All Other. Home and all other products include productserhome such as mattresses, sheet sets,
lamps and other home furnishings.

B. Business Strategy

We endeavor to be the premium lifestyle brand éT shopping and internet retailing industry. As a
integrated, multi-channel retailer, our strategioisffer our current and new customers brandspaoducts that are
meaningful, unique and relevant. Our merchandiaadpositioning aims to be the destination andaitthfor
home, fashion and jewelry shoppers. We focus oaticrgg a customer experience that builds strongltpyend a
growing customer base.

In support of this strategy, we are pursuing thiefang actions in our ongoing efforts to improvest
operational and financial performance of our conyp&in materially reduce the cost of our currergtdbution
agreements for our television programming with eabid satellite operators, as well as pursuingr otteans of
reaching customers such as through webcastingneiteideos and mobile devices, (ii) broaden artiripe our
mix of product categories offered on television #melinternet in order to appeal to a broader paijmn of potentia
customers, (i) lower the average selling priceof products in order to increase the size andhase frequency
our customer base, (iv) grow our internet busifgsgroviding a broader, internet-only merchandierang, and
(v) improve the shopping experience and custonmeicgein order to retain and attract more customers

We are currently in a transition period as we impat our new strategic vision. During this tramsifiwe will
work to implement the actions outlined in the paapé above as well as work through several tramsiisues
including: (i) liquidating our existing inventoryf merchandise that is not consistent with our eggt (i) continue
to renegotiate cable and satellite carriage cot#tnabere we have cost savings opportunities,dggressively
reduce our operating expenses to reverse our apgitasses and (iv) grow new and active customdrigew
improving household penetration.

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, two other leasedlicast stations,
and satellite dish operators. On January 31, 208%ntered into a new long-term satellite leaseement with our
present provider of satellite services. Pursuathéderms of this agreement, we distribute ougpmming
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through a satellite that was launched in Febru@6862The agreement provides us with preemptibl&-og@cservice:
if satellite transmission is interrupted.

Cable Affiliation AgreementsAs of January 31, 2009, we have entered intdiaféin agreements with parties
representing approximately 1,400 cable systemgduatire each operator to offer our television hatmepping
programming substantially on a full-time basis otvexir systems. The terms of the affiliation agreats typically
range from one to four years. Under certain cirdamses, the system operators or we may cancebteements
prior to their expiration. The affiliation agreemgigenerally provide that we will pay each operatononthly acce:
fee and in some cases marketing support paymesésifman the number of homes receiving our programnwe
are seeking to enter into affiliation agreementh wdditional cable system operators and broadtagons
providing for full- or part-time carriage of ourggramming.

Cable operators serving a large majority of calleseholds now offer cable programming on a didpgadis.
The use of digital compression technology provicedsle companies with greater channel capacity. 8\drieater
channel capacity increases the opportunity foridision and, in some cases, reduces access fakbypas, it also
may adversely impact our ability to compete foev&ion viewers to the extent it results in higbleannel position
for us, placement of our programming in separabgm@mming tiers, the broadcast of additional coiitipet
channels or viewer fragmentation due to a greaterter of programming alternatives.

During 2008, there were approximately 123 milliamtes in the United States with at least one telaviset.
Of those homes, there were approximately 65 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 basedarpanalysis 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 January 31, 2009, we served approximately @dllion subscriber homes, or approximately 71illiom
average FTEs, compared with approximately 72.4dignilkubscriber homes, or approximately 68.9 milkmerage
FTEs, as of February 2, 2008. As of January 319200r television home shopping programming was&aby
approximately 1,400 broadcasting systems on aifuk-basis, compared to approximately 1,450 brostaaa
systems on February 2, 2008, and 45 broadcaststgreg on a pattme basis, compared to 60 broadcasting sys
on February 2, 2008. The total number of cable sthat presently receive our television home shappi
programming represents approximately 69% of thed tnimber of cable subscribers in the United States

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 prograng. As of January 31, 2009, our programming ledc
approximately 29 million DTH subscribers on a fiithe basis representing approximately 100% of dit& humber
of DTH satellite subscribers in the United States.

Other Methods of Program DistributionOur programming is also made available full-titmé&C”-band
satellite dish owners nationwide and is made alklto homes in the Boston, Pittsburgh and Sea#kets over
the air via television broadcast stations owneddgr where we lease their access. In fiscal 2@d&iacal 2007,
our Boston, leased access Pittsburgh and Seattierst and “C”-band satellite dish transmissionsexesponsible
for approximately 5% of our total consolidated sa&les. In addition, our programming is also avéddbrough our
internet retailing websites, www.ShopNBC.com andw8hopNBC.TV.

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 custoran viev
on demand and clearance and auction pages.

Net sales from our internet website business, sietuof shipping and handling revenues, totaled
$181.2 million, $217.9 million and $184.1 milliorepresenting 32%, 28% and 24% of consolidatedales $or
fiscal 2008,
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fiscal 2007 and fiscal 2006, respectively. We hadithat our internet business represents an imtartanponent of
our future growth opportunities, and we will continto invest in and enhance our internet-basedcbidjzes.

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 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 antegtimn of
consumer personal information. These laws and atiguls could increase the costs and liabilitiesiated with
our e-commerce activities and increase the priaaioproducts to consumers, without an increasmiirrevenue or
net income. The Commonwealth of Massachusetts tomsylgated regulations that are scheduled to téketeon
January 1, 2010, that impose a number of data isgceiquirements on companies that collect certgies of
information concerning Massachusetts residentster&iee indications that other states may adoptaimi
requirements in the future. A patchwork of statedémposing differing security requirements depagdn the
residence of our customers could impose added ¢angel costs without a compensating increase imico

On October 31, 2007, the United States enactedemsgear moratorium on internet access taxes eitgrad
ban on internet taxes that is set to expire in 2014ddition, in November 2002, a number of stafgsroved a
multi-state agreement to simplify state sales &wslby establishing one uniform system to administel collect
sales taxes on traditional retailers and electrooiomerce merchants. The agreement became effective
October 3, 2005, although fewer than half of tlatest have become members by enacting implementation
legislation. Despite the moratorium mentioned abaveumber of states and the US Congress are esimgjd
legislative initiatives that would impose tax calien obligations on sales made through the inteive prediction
can be made as to whether individual states wétefegislation requiring retailers such as usaitect and remit
sales taxes on transactions that occur over teeniet Adding sales tax to our internet transastiwould negatively
impact consumer demand. ShopNBC partners with nomseaffiliate companies across the country to jgigdiour
through links from different websites to our websthopNBC.com. In 2008, the state of New York &sthc
legislation which required certain sellers liketasollect sales tax from New York “resident remtmtives”, which
term was intended to include internet companiesghhlicize e-commerce retailers through links frdiffierent
websites to the e-commerce retailer's website. Assalt of this legislation and to avoid the pokstiaxation of
sales in the state of New York, we ceased tranggetith affiliates who were “resident representasivof the state
of New York. During 2009, several other state lediges are considering similar legislation. If lsuegislation is
adopted by numerous states, it could adverselgtadfportion of the e-commerce sales or sales ¢roivthe
Company in the coming years or could result inquirement to begin charging state sales tax in mause
jurisdictions.

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 thirgtes, some of which contain restrictions or regmésts that are
viewed as stricter than those of the CAN-SPAM A¢te CAN-SPAM Act is primarily an opt-out type lattiat 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 isdaerisement or solicitation for goods or servifigdess 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. CAN-SPAM was aradnd 2008 to include, among other things, a piitibito that
e-mail senders make it difficult for a recipientdpt-out of receiving future emails from the sendge believe the
CAN-SPAM Act limits our ability to pursue certaitirelct marketing activities, thus limiting our sakesd potential
customers.

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, decreasedmmand for our products and services and increaseost of
doing business through the internet.
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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 foreigmpomation in such state, a requirement that cowddltén fees and
taxes as well as penalties for the failure to duahfiny new legislation or regulation, the applicat of laws and
regulations from jurisdictions whose laws do natrently apply to our business or the applicatiomxisting 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
Strategic Alliance with GE Equity and NBCU

In March 1999, we entered into a strategic allianith GE Capital Equity Investments, Inc. (“GE Eiyt)j and
NBC Universal, Inc.“NBCU”) pursuant to which we issued Series A Redabl®m Convertible Preferred Stock and
common stock warrants, and entered into a sharehalgfeement, a registration rights agreemenstalaition and
marketing agreement and, the following year, adnaakrk license agreement. On February 25, 2009 ntezesl into
an exchange agreement with the same parties, mirsuavhich GE Equity exchanged all outstandingsbaf our
Series A Preferred Stock for (i) 4,929,266 shafasuo Series B Redeemable Preferred Stock, (iiyaves to
purchase up to 6,000,000 shares of our common stoah exercise price of $0.75 per share anda(itiash paymel
in the amount of $3.4 million. Immediately afteetbxchange, the aggregate equity ownership of GEyEand
NBCU in our company was as follows: (i) 6,452,184res of common stock, (ii) warrants to purchastot
6,029,487 shares of common stock and (iii) 4,929 sttares of Series B Preferred Stock. In conneetitnthe
exchange, the parties also amended and restatedheoshareholder agreement and the registratysri
agreement. The outstanding agreements with GE fegand NBCU are described in more detail below.

Series B Preferred Stock

On February 25, 2009, we issued 4,929,266 shar8eri#s B Preferred Stock to GE Equity. The shafes
Series B Preferred Stock are redeemable at anyaymues for the initial redemption amount of $40.8lion, plus
accrued dividends. The Series B Preferred Stoctuasacumulative dividends at a base annual rat@#f, subject
to adjustment. All payments on the Series B PreteBtock will be applied first to any accrued bopaid
dividends, and then to redeem shares.

30% of the Series B Preferred Stock (including aedrbut unpaid dividends) is required to be redekcome
February 25, 2013, and the remainder on Februgrg@B4. In addition, the Series B Preferred Stockuides a cas
sweep mechanism that may require accelerated reubersjif we generate excess cash above agreed upon
thresholds. Specifically, our excess cash balahtieesend of each fiscal year, and at the end pfianal quarter
during which we sell our auction rate securitieglispose of assets or incur indebtedness aboveagpon
thresholds, must be used to redeem the SeriesfBrfe@ Stock and pay accrued and unpaid dividemeigon.
Excess cash balance is defined as our companyisataiscash equivalents and marketable securitipsstad to
(i) exclude auction rate securities, (ii) excludstt pledged to vendors to secure purchase priceaftory,

(iii) account for variations that are due to ounragement of payables, and (iv) provide us a cashicn of at least
$20 million. Any redemptions as a result of thisitaweep mechanism will reduce the amounts reqtorbd
redeemed on February 25, 2013 and February 25, 20B4Series B Preferred Stock (including accrugtdubpaid
dividends) is also required to be redeemed, abphien of the holders, upon a change in control.

The Series B Preferred Stock is not convertible admmon stock or any other security, but initialiyl vote
with the common stock on a one-for-one basis oreggrtorporate matters other than the electiorirettbrs. In
addition, the holders of the Series B PreferreaiStave certain class voting rights, including tight to elect the
GE Equity director-designees described below.

Amended and Restated Shareholder Agreement

On February 25, 2009, we entered into an amendedemtated shareholder agreement with GE Equity and
NBCU, which provides for certain corporate govereand standstill matters. The amended and res
shareholder agreement provides that GE Equitytifexhto designate nominees for three out of mrembers
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of our board of directors so long as the aggregateficial ownership of GE Equity and NBCU (andittladfiliates)
is at least equal to 50% of their beneficial owhgrsas of February 25, 2009 (i.e. beneficial owhigref
approximately 8.75 million common shares), and dubof nine members so long as their aggregateficéaie
ownership is at least 10% of the “adjusted outstandhares of common stock,” as defined in the aledrand
restated shareholder agreement. In addition, tfended and restated shareholder agreement prohiges E
Equity may designate any of its director-desigrtedse an observer of the Audit, Human Resources and
Compensation, and Corporate Governance and Nomin@bmmittees.

The amended and restated shareholder agreemeiregetiie consent of GE Equity prior to our enteiiimg
any material agreements with any of CBS, Fox, BDisfiéne Warner or Viacom, provided that this regtan will
no longer apply when either (i) our trademark Imeagreement with NBCU (described below) has teataghor
(i) GE Equity is no longer entitled to designatéemst two director nominees. In addition, the adesl and restated
shareholder agreement requires the consent of GEyHgyior to our exceeding certain thresholdstietato the
issuance of securities, the payment of dividertdsyépurchase of common stock, acquisitions (inetud
investments and joint ventures) or dispositions|, #ie incurrence of debt; provided, that theseictgins will no
longer apply when both (i) GE Equity is no longatitted to designate three director nominees ah@ Equity
and NBCU no longer hold any Series B PreferredStdée are also prohibited from taking any actioat tivould
cause any ownership interest by us in TV broadstasions from being attributable to GE Equity, NBGittheir
affiliates.

The shareholder agreement provides that duringtdrstill period (as defined in the shareholdeeament),
subject to certain limited exceptions, GE Equitd &BCU are prohibited from: (i) any asset/businassxhases
from us in excess of 10% of the total fair markaie of our assets; (ii) increasing their benefioi@nership above
39.9% of our shares; (iii) making or in any waytfg#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
commitment specifically for, the purchase of anting securities of our company; (vii) otherwiseiagt whether
alone or in concert with others, to seek to progosgs any tender or exchange offer, merger, basinembination,
restructuring, liquidation, recapitalization or dem 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 perily inquiry has been made regarding a “takeoe@stction” or
“change in control,” each as defined in the shdddreagreement, that has not been rejected byaaedlof
directors, or the board pursues such a transacaifcgngages in negotiations or provides informatta 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 aREWM shall not sell, transfer or otherwise dispokarty
securities of our company except for transfersto(gertain affiliates who agree to be bound bygtwvisions 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 an underwritten publi®@ohg pursuant
to an effective registration statement, (vi) purgda Rule 144 of the Securities Act of 1933, di)(wn a private sale
or pursuant to Rule 144A of the Securities Act ®83; provided, that in the case of any transfespaint to clause
(v), (vi) or (vii), the transfer does not resulf to the knowledge of the transferor after reastanadguiry, any other
person acquiring, after giving effect to such tfansbeneficial ownership, individually or in thggregate with that
person’s affiliates, of more than 10% (or 16.2%usittd for repurchases of common stock by our compa the
case of a transfer by NBCU) of the adjusted outhtanshares of the common stock.

The standstill period will terminate on the eatlisoccur of (i) the ten-year anniversary of theeaded and
restated shareholder agreement, (ii) our enterittgdn agreement that would result in a “changemintrol” (subject
to reinstatement), (iii) an actual “change in colit{subject to reinstatement), (iv) a third-paténder offer (subject
to reinstatement), or (v) six months after GE Bgaitd NBCU can no longer designate any nomine#setboard c
directors. Following the expiration of the staniigtériod pursuant to clause (i) or (v) above (ifimigely in the case
of clause (i) and two years in the case of claupe GE Equity and NBCU'’s beneficial
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ownership position may not exceed 39.9% of ourntddwutstanding stock, except pursuant to issuane&ercise
of any warrants or pursuant to a 100% tender dffieour company.

Registration Rights Agreement

On February 25, 2009, we entered into an amendedemtated registration rights agreement providiig
Equity, NBCU and their affiliates and any transéesrend assigns, an aggregate of four demand et@ss and
unlimited piggy-back registration rights.

NBCU Distribution and Marketing Agreement

We entered into a distribution and marketing agme@nwith NBCU dated March 8, 1999 that provided NBC
with the exclusive right to negotiate on our belfatfthe distribution of our home shopping telesisprogramming.
This agreement expired in March 2009.

NBCU Trademark License Agreement

On November 16, 2000, we entered into a tradeniegkde 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 corpoaate 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) thes$oof our
rights under the license with respect to speddidtories outside of the United States in the ¢venfail to achieve
and maintain certain performance targets in suchidges, (iii) not own, operate, acquire or exgdaur business to
include certain businesses without NBCU'’s priorszmt, (iv) comply with NBCU'’s privacy policies asthndards
and practices, and (v) not own, operate, acquiexpand our business such that one-third or mooziofevenues
or our aggregate value is attributable to certaiwises (not including retailing services similardur existing
e-commerc@perations) provided over the internet. The licaarg@ement also grants to NBCU the right to terte
the license agreement at any time upon certainggsaaf control of our company, in certain situasiopon the
failure by NBCU to own a certain minimum percentafeur outstanding capital stock on a fully diditeasis, and
certain other situations. On March 28, 2007, weldB€U agreed to extend the term of the licenseibyn®nths,
such that the license would continue through May203.1, and to provide that certain changes ofrobimvolving
a financial buyer would not provide the basis forearly termination of the license by NBCU.

Polo Ralph Lauren/Ralph Lauren Media Electronic Camerce Alliance

In February 2000, we entered into an agreementRoth Ralph Lauren, NBCU, NBCi and CNBC whereby
parties created RLM, a joint venture formed for ploepose of bringing the Polo Ralph Lauren lifestgkperience 1
consumers via multiple media platforms, includintginet, broadcast, cable and print. On March 2872we sold
our 12.5% ownership interest in RLM to Polo Ral@uten for approximately $43.8 million.

E. Marketing and Merchandising
Television and Internet Retailing

Our television and internet revenues are genefetetd sales of merchandise and services offeredigir@ur
television home shopping programming and website.t€levision home shopping business utilizes télevision
24 hours a day, seven days a week, to create enadtive and entertaining atmosphere to descridbelamonstrate
our merchandise. Selected customers participadedghrlive conversations with on-air sales hosts@whsional on-
air guests. We believe our customers are primardgynen over the ages of 35 with average annual holtse
incomes in excess of $50,000 who make purchasesl fpaignarily on convenience, unique product offgsinvalue
and quality of merchandise. We schedule specigrproming at different times of the day and weeépeal to
specific viewer and customer profiles. We featureaunced and occasionally unannounced promotiodsve
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interest and incremental sales, including “Our Vatue,” a sales program that features one speffiaal every day.
We also feature other major and special promotiemahts and inventory-clearance sales.

Our merchandise is generally offered at or belomgarable retail values. We continually introducerne
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

During fiscal 2006, we introduced a new privateeladnd co-branded revolving consumer credit caogjiam.
The program is made available to all qualified eoners for the financing of purchases of products services
from ShopNBC and for the financing of purchasestfi@her retailers. The program is intended to el sy
cardholders for purchases made primarily for peakdamily or household use. The issuing bank ésgble owner
of the account issued under the program and absadiftosses associated with non-payment by carasldrhe
issuing bank pays fees to us based on the numlneedit card accounts activated and on card usagee a
customer is approved to receive a ShopNBC priadiellor co-branded credit card and the card isateti, the
customer is eligible to participate in our creditd rewards program. Under the original rewardg@m, points
were earned on purchases made with the credit ea@lsopNBC and other retailers where the co-biéweded is
accepted. Cardholders who accumulated the requisitéoer of points were issued a $50 certificaterdwawvards
the future purchase of ShopNBC merchandise. Theddicate awards expire after twelve months ifadeemed.
Beginning in the second quarter of fiscal 2008, rtheards program was modified such that newly attie card
holders obtain an immediate $25 credit upon adtiweand first purchase and later, upon the accuionlaf the
requisite number of points, card holders are issu$@b5 certificate award towards the future purelEsShopNBC
merchandise. These certificate awards expire 8@eatays if unredeemed. The program provides a nuofbe
benefits to customers in addition to the awardggm, including deferred billing options and otepecial offers.
During fiscal 2008 and fiscal 2007, customer usthefprivate label and co-branded cards accouwied f
approximately 21% and 20% of our television andrinét sales, respectively. We believe that theotifiee
ShopNBC credit card furthers customer loyalty agdlices our overall bad debt exposure since thét caad
issuing bank bears the risk of bad debt on Shopli@it 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 purchasedlarSome 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 merdésasbld. During fiscal 2008 products purchasethfome vendor
accounted for approximately 17% 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 @mgporary 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 aridraated
order-processing services for the taking of custoonders. West Teleservices provides these serficabe
Company domestically. We also process some ovedlalers at our Bowling Green, Kentucky facility. #he
present time, we do not utilize any call centevisess based overseas.

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

The majority of customer purchases are paid byiteedlebit cards. As discussed above, we mairggirivate
label and a cdwand credit card program using the ShopNBC namechases made with the ShopNBC private |
credit card are non-recourse to us. We also uilizénstallment payment program called ValuePay¢hvh
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entitles customers to pay by credit card for cartaerchandise in two or more equal monthly instatite. We
intend to continue to sell merchandise using thii&ay program due to its significant promotiorellre. It does,
however, create a credit collection risk from tlmemtial inability to collect 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. As of January 31, 2089 ebruary 2,
2008, we had inventory balances of $51.1 milliod 87@9.4 million, respectively.

Merchandise is shipped to customers by the UnitateS Postal Service, UPS, DHL, Federal Expresshar
recognized carriers. We also have arrangementsoeitain vendors who ship merchandise directlyuioanstomer
after an approved customer order is processed.

We perform all customer service functions in-hoaseur Brooklyn Center, Minnesota and Bowling Green
Kentucky facilities.

Our return policy allows a standard 30-day refuadqa from the date of invoice for all customer ghases.
Our return rates have been approximately 31% to 8886 the past three fiscal years. These retuas rate higher
than the average return rates reported by ourd@amapetitors in the television home shopping itdus
Management believes the higher return rate isglgrta result of (i) the significantly higher avgeaselling prices c
our products as compared to the average sellimgpof our competitors, and (ii) the fact that egdra higher
percentage of sales attributable to jewelry praslugoth of these characteristics are associatddhigher product
return rates. Management has been pursuing a nuwhbétiatives to reduce the overall return rate.

G. Competition

The direct marketing and retail businesses areyiggmpetitive. In our television home shopping and
e-commerce operations, we compete for custometsotliter television home shopping and e-commercéeet;
infomercial companies; other types of consumeiilrbtesinesses, including traditional “brick and rao?
department stores, discount stores, warehousessintespecialty stores; catalog and mail ordeileetaand 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 igpoogramming. The American Collectibles Network,iath
operates Jewelry Television, also competes wittoiugelevision home shopping customers in the jeyveategory.
In addition, there are a number of smaller nictagy@is and startups in the television home shopgiega who
compete with our company. We believe that QVC a®&iNHhcur cable and satellite distribution fees espnting a
significantly lower percentage of their sales htitable to their television programming than do am=g that their
fee arrangements are substantially on a commissieis (in some cases with minimum guarantees)r#iaa on
the predominantly fixed-cost basis that we cursehélve. This difference in programming distributiee structures
represents a material competitive disadvantagedobcompany.

The e-commerce sector is also highly competitine, e are in direct competition with other interretailers,
many of whom are larger, better financed and/oeha&oader customer bases. Certain of our competitdhe
television home shopping sector have acquirednetdsusinesses complementary to their existingnstesites.

We anticipate continuing competition for viewerslaustomers, for experienced home shopping pergdone
distribution agreements with cable and satellitgtesyps, and for vendors and suppliers — not onimftelevision
home shopping companies, but also from other corapdhat seek to enter the home shopping and ettestail
industries. We believe that our ability to be sssfel in the TV home shopping and e-commerce segtdlr be
dependent on a number of key factors, includinglgfpining more favorable terms in our cable andlkz
distribution agreements, (ii) increasing the nunmdfesustomers who purchase products from us,iiiijeasing the
dollar value of sales per customer from our existinstomer base, and (iv) improving the quality afittiency of
our customer service operations.
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H. Federal Regulation

The cable television industry and the broadcastidgstry in general are subject to extensive remriady the
FCC. The following does not purport to be a comgplimmary of all of the provisions of the Commutitzs Act
of 1934, as amended, known as the Communicatiohgi#eCable Television Consumer Protection Act@$2
known as the Cable Act, the Telecommunicationschdt996, known as the Telecommunications Act, beptaws
and FCC rules or policies that may affect our ofiena.

Cable Television

The cable industry is regulated by the FCC undeiGhable Act and FCC regulations promulgated thefeyra:
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 dggr& no charge, to all cable homes located wiglaich station’s
broadcast market provided that the signal is ofjad#e strength, and the must carry signals occapyare than
one-third of the cable system’s capacity. FCC rualgsently extend similar cable must carry riglitstte primary
video and programmingelated material of new television stations thahémit only digital television signals, anc
existing television stations that return their agaspectrum and convert to digital operations. Ealbviders’
obligation to provide must carry rights to full pemtelevision stations after the close of the fiteorsto digital
television is discussed below in “Federal Regutatie Advanced Television Systems.” In addition, aeriaspects
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 itséb@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 FOfiblic notice close
in August 2007, and the proceeding remains pendihgre can be no assurance the FCC will upholdigié of
home shopping television stations to be eligibleniaist carry in the future. In addition, under @able 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 reamriage or other factors. The unavailability ofsncarry rights te
our existing or future stations would likely subgtally 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 Februadg,28e FCC released an order revising its leaseésa rate
formulas and policies. The FCC declined, howeweextend at this time the revised leased access amd 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 comnserit number of parties, including us, have sougéigjal 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 rempending. The Office of Management and Budget refusellow
the FCC'’s revised rules to go into effect; a regémsthe FCC to override that decision is alsodieg. We also
have filed comments in response to the FCC's funlo¢gice. There can be no assurance as to theroatobthis
litigation or of the FCC’s ongoing proceeding calesing whether to extend the revised leased acatss and
policies to home shopping programmers. Althouglprealiction can be made at this time, it is posdiihéd in the
future it will become more difficult for us to lemshannels from cable operators because othergmogers will
occupy the required leased access slots on ayartitable 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 statemept
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under a license issued by the FCC. The statute wergadhe FCC, among other things, to issue, reaokkemodify
broadcasting licenses, adopt regulations to cartyhe provisions of the Communications Act and asg penalties
for violation of such regulations. Such regulatiompose certain obligations with respect to thegpronming and
operation of television stations, including reqoients 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 rydeshibit foreign
governments, representatives of foreign governmaiiens, representatives of aliens and corporatiom
partnerships organized under the laws of a foreafion 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 StationsIn April 2003, one of our wholly owned subsidesiacquired a full power
television station serving the Boston, Massachsise#irket. On April 11, 2007, the FCC granted ounliaption for
renewal of the station’s license. We also distebotir programming via leased carriage on full poteksvision
stations in Pittsburgh, Pennsylvania and Seattiesigton.

Broadcast Multiple Ownership LimitsMany of our existing and potential competitors Erger and more
diversified than we are, or have greater financiarketing, merchandising and distribution resosirtre January
2004, Congress passed legislation that would afldglevision broadcaster to own local televisiatishs 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 hawéfisiantly relaxed certain other limits and restiins on media
ownership. Among other changes, the FCC relaxeullés governing the common ownership of more thram
television station in any given market. In June£a8e U.S. Court of Appeals for the Third Cirdaitalidated thes
revised media ownership rules on the ground treaFBC had failed to provide a sufficient justifioatfor the
relaxed ownership limitations and restrictions, atayed the new rules pending further FCC procegsdamd
subsequent judicial review. In June 2006, the F&0ad a further notice of proposed rulemaking,rageéking
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 resutiade 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 tydfesdeo program delivery systems on which we magkse
carriage. Three direct broadcast satellite systarog/n as DBS currently provide service to the pubAt present,
approximately 25% of households received their wigeopgramming via DBS systems. Congress has enacted
legislation designed to facilitate the deliveryl@tal broadcast signals by DBS operators and tlyeiepromote
DBS competition with cable systems. In additiomther new technology permits the viewing of liveelar cable
television channels through broadband-connectesbpat computers, laptops and mobile devices, wittitmineed
for a physical cable-box or special software. Wirantly stream our live 24/7 television programmaorg
ShopNBC.com and ShopNBC.TV. We also syndicate ecerded ShopNBC web video content to a variety of
affiliate websites and syndication platforms.

Advanced Television Systems

Technological developments in television transmoissvill make it possible for the broadcast and bhoradcas
media to provide advanced television services,ithtalevision services using digital or other athed
technologies. The FCC in late 1996 approved aalitgtevision technical standard known as DTV taibed by
television broadcasters, television set manufargutee computer industry and the motion pictudristry. 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@lnd 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 multiple
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channels simultaneously; or to provide some contininaf these possibilities on the multiple chasralowed by
DTV.

As part of the nationwide transition from analogligital broadcasting, each full power televisidati®n has
been granted a second channel by the FCC on wiiclitiate digital operations. On February 1, 2006ngress
passed a law setting a final deadline for the Digvidition of February 17, 2009, by which broadaasteust
surrender their analog signals and broadcast antheair allotted digital frequency. On February 2009, Congress
enacted the DTV Delay Act, which extended the DTansition deadline until June 12, 2009, in ordepriavide
consumers with additional time to prepare for tla@sition from analog to digital broadcasting. Oarth 13, 2009,
the FCC issued a Report and Order requiring thétilhpower television stations that had not tematied their
analog service as of February 17, 2009, notifyR6€ of the date by which they intend to terminatelag service.
We have informed the FCC that we intend to terngimair analog service as of April 16, 2009. We comeed
operations on our digital channel in May 2003. Witoadcasters currently do not have to pay tarkbigital
channels, the FCC has ruled that a televisionostdtiat receives compensation from a third pantyttfe ancillary o
supplementary use of its DTV spectrum (e.g., daasimission or paging services) must pay a fe&obbgross
revenues received. The FCC has rejected a profiagakes be imposed when a DTV broadcaster rexgagment
for transmitting home shopping programming, altHoitdeft open the question whether interactive bahopping
programming might be treated differently. It is yet clear whether and how television broadcasiosia will be
able to profit by the transition to DTV, how quigkhe viewing public will embrace the cost of neigithl
television sets and monitors, or how difficult ilMde for viewers who do not do so to continugdoeive television
broadcasts, whether through cable or DBS servicver the air.

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 dune 2009, the FCC has determined that full poelevision
stations will be entitled to mandatory cable careiaf their digital signals. In November 2007, H&C released a
decision providing that cable operators will beuiegd to provide those broadcast station signassbiscribers with
analog television receivers in a viewable format@additional charge to the subscriber and atosb to the
broadcast station. These rules will remain in fam#l February 2012, and are subject to extenbiothe FCC. In
addition, the FCC has confirmed that after thedition, cable operators will only be obligated sory the primary
video and programming-related material of digigdévision station’s signals and are not requiredatoy any of the
stations’ additional programming streams. The Uh&¢ates Court of Appeals dismissed an appeal fhenkFCC's
November 2007 decision and it is now final. Othesuies concerning must carry rights for digital algmemair
pending.

As part of this transition to digital televisioet spectrum currently used by broadcasters tratisgidn
channels 52-69 will be transitioned to use by neweless 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 ttimns they must either seek an alternative digitzinnel below
channel 52 on which to transmit their digital sigoiatransition their digital operations to theivadog channel. On
August 6, 2007, the FCC issued a decision gramiingequest 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 casion permit
for our post-transition facility on channel 10. Babruary 6, 2009, the FCC granted our applicatiwrafpower
increase for our channel 10 facility. We believattbur operations on channel 10 will provide usweibverage that
is equivalent to or exceeds our current coverage.

Telephone Companies’ Provision of Programming Semss

The Telecommunications Act eliminated the previstagutory restriction forbidding the common ownégusbf
a cable system and telephone company. Verizon, AT&Vest, and a number of other local telephone conias
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 in&t access and telephone service over existingezop
telephone lines or new fiber optic lines. In Ma&07 and November 2007, the FCC released ordeignéeisto
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streamline entry by carriers by preempting the isijjan by local franchising authorities of unreaable conditions
on entry. A number of franchising authorities haeeght judicial review of the March 2007 order, déimolse cases
have been consolidated before the U.S. Court okA[spfor the Sixth Circuit. On June 27, 2008, tmitédl States
Court of Appeals for the Sixth Circuit denied thaifions for review of the FCC’s decision. In addlit, a number of
parties have requested that the FCC reconsideyussspects of the March 2007 and November 20Gtsrdnd
those requests also remain pending. A number tifssteve also enacted franchise reform legislationake it
easier for telephone companies to provide videgices. No prediction can be made as to the deplaysehedules
of these telephone companies, the success oftutinologies, or their ability to attract and retaiustomers.

Regulations Affecting Multiple Payment Transactions

The antitrust settlement between MasterCard, VIS8é approximately 8 million retail merchants raisestain
issues for retailers who accept telephonic ordaasitvolve consumer use of debit cards for mugtipd continuity
payments. A condition of the settlement agreemsmttiged that the code numbers or other means tihdisshing
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 paymemtlsbit card as opposed to a credit card. Weusetieat debit
cards are currently being offered as the paymemitieein approximately 36% of our transactions WA and
MasterCard. Effective February 9, 2006, the FedReeslerve 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.

Fair and Accurate Credit Transactions Act

In an attempt to combat identity theft, in 2003n@m@ss enacted the Fair and Accurate Credit TréinsacAct.
(“FACTA"). In 2008, the federal bank regulatory agees and the Federal Trade Commission finalizgiha rule
implementing FACTA. Compliance with the rule becanmeandatory on May 1, 2009. FACTA requires compmnie
to take steps to prevent, detect and mitigate ticeroences of identity theft. Pursuant to FACTAvered companie
are required to, among other things, develop antiiyetheft prevention program to identify and resd
appropriately to “red flags” that may be indicatiepossible identity theft. The Company will beplementing its
FACTA policy by May 1, 2009.

I. Seasonality and Economic Sensitivity

Our businesses are subject to seasonal fluctuatitinthe highest sales activity normally occurrohging our
fourth fiscal quarter of the year, primarily Noveentthrough January. Our businesses are also senitgeneral
economic conditions and business conditions affgatbnsumer spending. We believe that the widghpnted
decline in the U.S. and global macroeconomic emvirent beginning in the fall of 2008 and continuiaghe
present time has had and will continue to have thegaffects on consumer spending and consumeidende.
These macroeconomic trends have affected andkag to continue to affect our overall sales anafipability so
long as they persist. Additionally, our televisiundience (and therefore sales revenue) can bdisamily impacted
by major world or domestic events which attraotvedion viewership and diverts audience attentiwayafrom our
programming.

J. Employees

At January 31, 2009, we had approximately 870 eygas, the majority of whom are employed in customer
service, order fulfillment and television productidApproximately 13% of our employees work partdiriVe are
not a party to any collective bargaining agreemstit respect to our employees.
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K. Executive Officers of the Registrant

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

Name Age Position(s) Helc

Keith R. Stewar 45 President and Chief Executive Officer and Dire:

Frank P. Elsenba 43 Senior Vice President and Chief Financial Offi

Nathan E. Fagr 53 Senior Vice President, General Counsel & Secre

Kris M. Kulesza 55 Senior Vice Presider— Merchandising

Jean-Guillaume Sabatier 39 Senior Vice President — Sales & Product Plannirdy an
Programming

Michael A. Murray 50 Vice Presiden— Operations

Nicholas J. Vassall 45 Vice President and Corporate Contro

Mark A. Ahmann 52 Senior Vice Preside— Human Resources & TV Sal

Keith R. Stewanvas named our President and Chief Executive Offitdanuary, 2009 after having joined
ShopNBC as President and Chief Operating Officéugust 2008. Mr. Stewart retired from QVC in JAR07
where he served the majority of his retail cargerst recently as vice president — merchandisinQ\W€ (USA),
and vice president — global sourcing of QVC (US#gnfi April 2004 to June 2007. Previously he was gane
manager of QVC's large and profitable German bissinait from 1998 to March 2004. Me. Stewart fiogted
QVC as a consumer electronics buyer in 1992 aralitiir a series of progressively responsible postaeveloped
expertise in all areas of TV shopping, includingrahandising, programming, cable distribution, &git planning,
organizational development, and international sogrc

Frank P. Elsenbadtecame our Vice President and Chief Financial ®ffin November 2004, and was
promoted to Senior Vice President in May 2006. Elsenbast has over twenty years of corporate fimanc
operations analysis and public accounting expeeeRoeviously, he served our company as vice pasiof
financial planning and analysis from September 2003ctober 2004, as finance director from May 26901
September 2003 and as finance manager from May @20R&y 2001. Prior to joining us, Mr. Elsenbastveel in
various analytical and operational roles with ThiksBury Company from May 1995 through May 2000.

Mr. Elsenbast is a CPA and began his career withukrAndersen, 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 sliasy of Occidental Petroleum Corporation. Fron®3%o 1996,

Mr. Fagre held other positions in the legal departtrat Occidental. His previous legal experienciuthed
corporate and securities law practice with thefiams of Sullivan & Cromwell in New York and GibspBunn &
Crutcher in Washington, D.C. In addition, Mr. Faggehairman of the board of directors of the Hiegic Retailing
Association, a 500-member company industry assoniaerving the television home shopping,

e-commerce, infomercial and electronic direct-resgoindustries.

Kris M. Kuleszgoined ValueVision Media in May 2008 as Senior Vigesident, Merchandising, having
served most recently as vice president and genmezahger at Hallmark Direct, a division of Hallm&&rds, from
July 2007 to April 2008, where she directed it®disto-consumer business unit (online and catataryiding
merchandising, marketing, finance, operationsjlislént, and technology. Beginning in 1998, shedhel
merchandising and senior executive positions at &él8mopping Network (HSN), including executive viizesident
of HSN.com from November 2005 to November 2006imerice president of merchandising at HSN.com from
May 2005 to November 2005, and senior vice presidejewelry at HSN from 2004 to May 2005. From Betber
2006 to June 2007, Ms. Kulesza took time off tavita her family. Prior to her work at HSN, Ms. Kglea was vice
president of merchandising at Peoples Jewelerpasident of Lipton’s, both in Canada. Ms. Kulebegan her
professional career as an auditor with Deloitte @dhe (Toronto).

Jean-Guillaume Sabatigoined ValueVision Media as Senior Vice Presid&ales & Product Planning and
Programming in November, 2008. Most recently, Mab&ier served as director, sales and product jplgriar
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QVC, Inc., from July 2007 to October 2008. Priothat time, Mr. Sabatier held various positionQWC’'s Germai
business unit, including director, programming atahning from July 2003 to July 2007. He beganQ¥&C career
as a sales and product planner in June 1997.

Michael A. Murrayjoined ValueVision Media as Vice President of Opierss in May 2004. Mr. Murray has
over 25 years of operations and business managempatience. Prior to joining ValueVision Media, .Niturray
was senior vice president of Operations for thg&ihut Companies and Federated Department Stoees th
consumer divisions. While at Fingerhut (12 years) Murray also led FBSI operations, Fingerhut's Bedty direct
to consumer arm serving Walmart.com, Inuit, Lew\gt Seal and others. Mr. Murray has held execuéadership
positions in various direct to consumer and re@ihpanies including Merrill Corporation, Liebermianterprises,
and Associated Wholesale Grocers. Mr. Murray bdaaicareer with John Deere as an Industrial Enginee

Nicholas J. Vassallbas served as Vice President and Corporate Cantsatice 2000. He first joined
ValueVision Media as director of financial repogim October 1996. During that time he also hagaasibility for
direct-mail acquisitions and other corporate bussndevelopment ventures. Mr. Vassallo was namgubcate
controller in 1999 and the following year was praeubto vice president. Prior to ValueVision he seras
corporate controller for Fourth Shift Corporati@nsoftware development company. Mr. Vassallo i$®& @nd
began his career with Arthur Anderson, LLP in traidit practice group.

Mark A. Ahmanrhas served as Senior Vice President, Human ResoanteTV Sales since January 2009, i
joining ShopNBC in September 2008 as senior viesigdent, human resources. Prior to ShopNBC he datvar
independent consultant with HR Connection from ®et®2007 to August 2008 and as senior vice presiafen
operations and human resources at Prime Therapgatgharmacy benefit management services providen,
August 2005 to September 2007. Previously, Mr. Almaas vice president of human resources at Caagilobal
agricultural and trading company from November 2@@Barch 2005. Prior to that time he served ae piesident
of administration and human resources at FSI lateynal and as vice president of human resourcexgtisitions
and divestitures at Aetna. He began his careeninam resources with Honeywell.

L. Available Information

Our annual report on Form 10-K, quarterly reportd=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 ismamirporated 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 Statemenh€erning Forward-Looking Information,” the follong risks
should be considered regarding our company.

We have launched a new business strategy after wasssful efforts to sell our company in fiscal 2008

Commencing on September 10, 2008, a special copmroftour board of directors and the committee’s
financial advisors, Piper Jaffray, broadly solidiexpressions of interest in a purchase of our @owyr other
strategic relationship with us. The committee &saluated other strategic alternatives, includimigs&ribution to
shareholders through a sale of assets and liqaidafiour company. The special committee did notire any fina
bids from any of the parties who participated i@ finocess. In addition, the special committee ealed that a
liquidation of our company would not likely residtany distribution to our shareholders. Sincedtrategic review
process did not result in a strategic alternativee implemented, we are currently focused on diega new
strategy for ShopNBC as an independent companysiusigned to grow EBITDA levels and increasenees.
This new strategy contains significant challengetuiding: (i) a requirement to significantly redube cost of our
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current distribution agreements, (ii) broadeningmerchandise mix, (iii) lowering the average sgjlprice,

(iv) growing our internet business, and (v) impraythe shopping experience and customer serviereTdan be no
guarantee that we will be able to successfully @ng@nt this new strategy on a timeline that wouddl I a
successful turnaround of operating results befar@xhaust available cash and other liquidity resesirin addition,
we may be required to further write down the canigyamount of our intangible and other long-livededs to fair
value if we are unable to successfully executeptam to significantly reduce cable and satellitgtrifbution costs
and achieve other cost-saving initiatives in tharrerm.

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 of approximateyZillion, $23.1 million and $9.5 million in fist 2008,
fiscal 2007 and fiscal 2006, respectively. We régba net loss in fiscal 2008 of $97.7 million. \'éhive reported
net income of $22.5 million in fiscal 2007, thissvdue to the $40.2 million pre-tax gain we recordedhe sale of
our equity interest in Ralph Lauren Media, LLC, @yier of the polo.com website. We reported a n&t Ia fiscal
2006 of $2.4 million. There is no assurance thatwviliebe able to achieve or maintain profitable gg®ns in future
fiscal years.

Our television home shopping business operatesanliigh fixed cost base, primarily driven by fixanual
fees under distribution agreements with cable aellte system operators to carry our programmingrder to
operate on a profitable basis, we must reach antawasufficient annual sales revenues to covermigh fixed
cost base and/or negotiate a reduction in thisstastture. In the event we do not achieve our ebguesales targets
or experience continued declines in sales, ouityld reduce operating expenses in the near teithbevlimited by
the fixed cost base. In that case, our earnings balance and growth prospects could be matedallyadversely
affected.

If we do not reverse our current trend of operatingsses, we could reduce our operating cash researno the
point where we will not have sufficient liquidityotmeet the ongoing cash commitments and obligatitms
continue operating our business.

We have limited cash to fund our business, $53IBomias of January 31, 2009, as a result of omtiooed
trend of operating losses. Among other things, eedrand use our cash to fund any further oper&issgs, to
finance our working capital requirements and to ena&cessary capital expenditures in order to opeuat
business. We also have significant future commitshér our cash, primarily payments for our cabid aatellite
program distribution obligations. In addition, ifiovendors or service providers were to demandfafsbm our
current payment terms to upfront prepayments aniregash reserves, this will have a significantesigle impact on
our available cash balance and our ability to nfeebngoing commitments and obligations of our bess. If we
are not able to attain profitability and generatsifive cash flows from operations or obtain casimfother
financing sources or other transactions (sucheasdte of our Boston television station or othef estate assets),
we may not have sufficient liquidity to continueenating.

Current negative economic conditions have adversaffigcted our business and a continued weakeningiothe
macroeconomic environment could further adverselfegt our business.

Retailers generally are particularly sensitivedoerse global economic and business conditiongaiticular to
the extent they result in a loss of consumer cenfig and decreases in consumer spending, parycular
discretionary spending. The current world-wide drathrket disruptions and economic slowdown havgatigely
impacted consumer confidence, consumer spendingsara September 2008, our business. The timidgrature
of any recovery in the credit and financial marketsains uncertain, and there can be no assurhatmarket
conditions and consumer confidence will improvéhia near future or that our results will not conérto be
adversely affected. If these economic and markeditions persist, spread or deteriorate furthasjlithave a
negative impact on our business, financial conditiad results of operations.

If the recent worsening of credit market conditiom®ntinues or increases, it could have a materialvarse
impact on our investment portfolio value and our iity to liquidate our auction rate securities.

Recent U.S. sub-prime mortgage defaults have tsghificant impact across various sectors of tharfcial
markets, causing global credit and liquidity issudse short-term funding markets experienced ciisslites during
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the second half of calendar 2007 and continuingutin calendar 2008, leading to liquidity disruptiorfailed
auctions in the auction rate securities market.

At January 31, 2009, our investment portfolio imlgld auction rate securities with an estimatedviaine of
$15.7 million ($26.8 million original cost basi€)ur auction rate securities are primarily variaialiee debt
instruments that have underlying securities withtcactual maturities greater than ten years. Hsldéauction rate
securities can either sell through the auctionidhlsed on a desired interest rate or hold anelpathe reset rate.
there are insufficient buyers, then the auctiots fand holders are unable to liquidate their inmestt through the
auction. A failed auction is not a default of trebtlinstrument, but does set a new interest raaedordance with
the original terms of the debt instrument. The ltesiua failed auction is that the auction ratewséyg continues to
pay interest in accordance with its terms. Auctiomstinue to be held as scheduled until the auctta security
matures or until it is called. These investmentlgrauction rate securities have failed to settkuictions beginning
in fiscal 2007 and through fiscal 2008. At this ¢inthese investments are not available to settlewuobligations,
are not liquid, and in the event we need to acttesse funds, we would not be able to do so witladoss of
principal. The loss of principal could be signifitaf we needed to access the funds within a dirog horizon and
the market for auction rate securities had notrnetdl at the time we sought to sell such securities.

In the fourth quarter of fiscal 2008, we recordacb¢her-than-temporary impairment charge of $11illiam to
reflect a permanent impairment on these secudtiesto the continued illiquidity of these investrizeand
uncertainty regarding what period of time they niigh settled and their ultimate value. If the glatradit market
continues to deteriorate, we may be required torckan additional other-than-temporary impairmerthese
securities in future periods which could materiativersely impact our results of operations anarfamal condition.

We may lose distribution of our programming because are unsuccessful in negotiating new distributio
agreements for all of our current households anddageise of the ongoing shift from analog to digital
programming.

The prior distribution agreements covering a majasf our cable and satellite households expiretiaend of
2008. We have negotiated renewal agreements watBythtem operators covering a substantial but rtynor
percentage of these households and are in actga@iatons with the operators of the remaining eys. We have
written extensions where needed such that we willose distribution while negotiations continughthe
remaining systems. However, at this time therelemano assurance that we will be successful in cetimgl the
remaining negotiations on terms acceptable tonushich case we could lose a significant portiomwf current
distribution during fiscal 2009. In addition, macgble operators are moving to transition our pnognéing (and
other cable content providers as well) in localleaystems to digital instead of analog programntieg. As this
occurs, the number of households that receive mgramming will decline over the next several yebhesause
fewer households receive digital cable programntirgen analog. Failure to successfully renew agreésreavering
a material portion of our existing cable and sd#ehouseholds on acceptable financial and otherdeand loss of a
significant number of households due to transfedigital programming tiers could adversely affeat future
growth, sales revenues and earnings unless wébréosarrange for alternative means of broadlyrithisting our
television programming.

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

As a result of their equity ownership in our comypadBCU and GE Equity together are currently ougéest
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 theettidder agreement and certificate of designatiorife preferre
stock, NBCU and GE Equity also have the right tacklus from taking certain actions (as discussegtéater detail
under “Business — Strategic Relationships — Ameratedi Restated Shareholder Agreemaiidve). The interes
of NBCU and GE Equity may differ from the intereefoour other shareholders, and thus they may bisckom
taking actions that might otherwise be in the iasés of our other shareholders.
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Loss of the NBC branding license would require wsgursue a new branding strategy that may not
successful and may incur significant additional expse.

We have branded our television home shopping n&tamnd 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 significantitiddal
expense. In addition, there are limitations anddi@ns to our use of the license, which may urzgtain
circumstances restrict us from pursuing busineg®pnities outside of our current scope of operati NBCU alst
has the right to terminate the license prior toghd of the license term in certain circumstanivesduding without
limitation in the event of a breach by us of therie of the license agreement or upon certain cteofeontrol (as
discussed in greater detail under “Business — &jiatRelationships — NBCU Trademark License Agrestihe
above).

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 retailibesses,
including other television home shopping and e-cemoa retailers, infomercial companies, other tygfasonsumer
retail businesses, including traditional “brick andrtar” department stores, discount stores, warshgtores,
specialty stores, catalog and mail order retad@is other direct sellers. In the competitive tedmn home shopping
sector, we compete with QVC Network, Inc., HSN,.land Jewelry Television, as well as a number afllem
“niche” home shopping competitors. QVC Network &8N, Inc. both are substantially larger than weiaterms
of annual revenues and customers, their programisingre broadly available to U.S. households thaur
programming and in many markets they have moreréble channel locations than we have. The intaetatling
industry is also highly competitive, with numeraisommerce websites competing in every producgoayeve
carry, in addition to the websites operated byatier television home shopping companies. This @titipn in the
internet retailing sector makes it more challenging expensive for us to attract new customerairreixisting
customers and maintain desired gross margin levels.

Our businesses may not be able to accurately priedliei/or respond in a timely manner to evolving ¢oser
preferences and trends and industry standards, vihéould result in excess inventory, related markdwsand
lost sales.

Our success depends, in significant part, on til#yabf our businesses to accurately predict, eggbond in a
timely manner to, changes in customer preferenedgashion, lifestyle and other trends and industandards.
While we monitor and adjust product mix and pricénps in an attempt to satisfy consumer demandresgond to
changing economic and business conditions, we roapersuccessful in these efforts, and any sustdaikire
could result in excess inventory and related mankdo In addition, the e-commerce industry is chi@rémed by
evolving industry standards, frequent new serviw @roduct introductions and enhancements, asagathanging
customer demands. If our businesses are not ablgsot quickly enough and/or in a cost-effectivennaa to these
changes it could result in lost sales.

We may not be able to maintain our satellite seegdn certain situations, beyond our control, whichay cause
our programming to go off the air for a period oihe and cause us to incur substantial additionalsts.

Our programming is presently distributed to calyltesms, full power television stations and satelliish
operators via a leased communications satellitsspander. In the future, satellite service mayrberiupted due to
a variety of circumstances beyond our control, aghatellite transponder failure, satellite fuegbldtion,
governmental action, preemption by the satellitgise provider, solar activity and service failufde agreement
provides us with preemptable back-up service él8t transmission is interrupted. However, thesa be no
assurance if satellite transmission is so integdphat we will be able to utilize existing back{wnsponder or
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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 periodiroie.

The FCC could limit must-carry rights, which woulanpact 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 pemdbefore the FCC
The petition challenges the FCC'’s prior determuratp grant the same mandatory cable carriagenfoist-carry”)
rights for TV broadcast stations carrying home giiog 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 t8ogelevision station and have carriage contradts the
Pittsburg and Seattle television stations. In aolditif must-carry rights for home shopping stai@me withdrawn, it
may not be possible to replace these FTE’s on cawially reasonable terms and the carrying valueurfBoston
FCC license ($23.1 million) may become further iimgé

We may be subject to product liability claims fon-@ir misrepresentations or if people or propertiesegharmed
by products sold by us.

Products sold by us and representations relatétese products may expose us to potential lialdilign 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 igjuwrongful deatt
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 aiajrénd
have generally required the manufacturers and vsrafdhese products to carry, product liabilitglarors 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 suppliergeritinue 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 letasignificant unplanned credit losses if our cri¢doss
rate was to deteriorate.

We utilize an installment payment program calledii¢®ay that entitles customers to purchase merit@adc
generally pay for the merchandise in two or moneaégqonthly installments. As of January 31, 200%had
approximately $46 million due from customers unither ValuePay installment program. We maintain alloees fo
doubtful accounts for estimated losses resultinghfthe inability of our customers to make requipagments.
While credit losses have historically been withim estimates for such losses, during fiscal 20@Bfescal 2007, we
have seen a significant increase in bad debt wfitedue to the recent deterioration of consumeditr Hence, there
is no guarantee that we will continue to experietheesame credit loss rate that we have in theqrabat losses
will not continue to increase or not be within @nt provisions. A continued significant increaseim credit losses
could result in a material adverse impact on auairicial performance.

Failure to comply with existing laws, rules and ratations, or to obtain and maintain required licers and
rights, could subject us to additional liabilities.

We market and provide a broad range of merchankisegh multiple channels. As a result, we areextiip a
wide variety of statutes, rules, regulations, pecand procedures in various jurisdictions whighsubject to
change at any time, including laws regarding coresymnotection, privacy, the regulation of retailgenerally, the
importation, sale and promotion of merchandisethedperation of retail stores and warehouse faslias well
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as laws and regulations applicable to the intesindtbusinesses engaged in e-commerce. Our fadw@nbply with
these laws and regulations could result in fineb@noceedings against us by governmental agenetes@sumers,
which could adversely affect our business, findnmadition and results of operations. Moreoverfauorable
changes in the laws, rules and regulations apgédabus could decrease demand for merchandiseedftey us,
increase costs and subject us to additional ligdsli Finally, certain of these regulations impaat marketing
efforts.

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

In order to operate our business we take ordersubproducts from customers. This requires udtaio
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 externalmternal security
breaches could occur. In addition, new tools asdalieries by third parties in computer or commuiocs
technology or software or other developments mayiti@e or result in a future compromise or breatiour
computer systems. Such compromises or breached mmsullt in significant liability or costs to u®f consumer
lawsuits for monetary redress, state and fedethabaities for fines and penalties, and could aésadlto 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 internahadstrative costs.

The failure to secure suitable placement for outdeision programming and the expansion of digitadlole
systems would adversely affect our ability to attrand retain television viewers and could resuita decrease
in revenue.

We are dependent upon our ability to compete fervision viewers. Effectively competing for teleians
viewers is dependent on our ability to secure bietplacement of our television programming withisuitable
programming tier at a desirable channel positidre ajority of cable operators now offer cable paogming on a
digital basis. While the growth of digital cablestgms may over time make it possible for our pnognéng to be
more widely distributed, there are several riske/ab.

* as cable operators move our network from analatigital tiers, we experience a loss of viewerscsiat the
current time less than half of all cable televissnbscribers choose to also subscribe to the Higita

« we could experience a reduction in the growth oatan absolute decline in sales per digital tidrssuber
because of the increased number of channels oftereligital systems competing for the same number o
viewers and the higher channel location we typjcatk assigned in digital tiet

* more competitors may enter the marketplace asiadditchannel capacity is added; ¢

e more programming options being available to theving public in the form of new television networdsd
time-shifted viewing €.g., personal video recorders, video-on-demand, inteeatelevision and streaming
video over broadband internet connectio

Failure to adapt to these risks will result in lowevenue and may harm our results of operatignaddition, failure
to anticipate and adapt to technological changesdost-effective manner that meets customer desnamal
evolving industry standards will also reduce oweraie, harm our results of operation and finaremaldition and
have a negative impact on our business.

The unanticipated loss of several of our larger \dors 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 magurdor, if a number of our current larger vendossee doing
business with us, this could materially and advgrisepact our sales and profitability on a shortiiebasis.
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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, Kexikly. A natural disaster such as a tornado couidwsdy disrupt
our ability to continue or resume normal operatifarssome 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 operatiofN& could incur substantial financial losses abawve beyond
what may be covered by applicable insurance pali@ad may experience a loss of customers, veaaors
employees during the recovery period.

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 importanae-@mmerce 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 antegtimn of
consumer personal information. These laws and atiguls could increase the costs and liabilitieseated with
our e-commerce activities and increase the priaaiofproduct to consumers, without a correspondinggase in
our revenue or net income. On October 31, 2007Uthited States enacted a seven-year moratoriumtemiet
access taxes, extending a ban on internet taxesthet to expire in 2014. In addition, in NovemB802, a number
of states approved a multi-state agreement to #iyrgihte sales tax laws by establishing one unifsystem to
administer and collect sales taxes on traditioatlilers and electronic commerce merchants. Theeagent became
effective on October 3, 2005, although fewer thalfi &f the states have become members by enacting
implementation legislation. No prediction can bedmas to whether individual states will enact lkegiisn requiring
retailers such as us to collect and remit salesstax transactions that occur over the internedifgdsales tax to o
internet transactions could negatively impact comsudemand.

We could be subject to additional sales tax coliectobligations.

Although there is a current federal moratorium loa $tate and local taxation of internet transastiseveral
states and the US Congress have adopted or aesvirgi proposals that would require the collectibstate
and/or local taxes on transactions originatingtaninternet. If these proposals are adopted, wil dmurequired to
collect additional state and local taxes which dmégatively impact our internet sales as wellraating an
additional administrative burden which also coutddostly to the business.

We place a significant reliance on technology amdfarmation management tools to run our existing
businesses, the failure of which could adverselypaat our operations.

Our businesses are dependent, in part, on thef sephisticated technology, some of which is predido us
by third parties. These technologies include, betret necessarily limited to, satellite basedgnaission of our
programming, use of the internet in relation to onfline business, new digital technology used éamage and
supplement our television broadcast operationssametwork of complex computer hardware and softw@re
manage an ever increasing need for informationigfedmation management tools. The failure of anyhefse
technologies, or our inability to have this tectogy supported, updated, expanded or integratecbitier
technologies, could adversely impact our operatidfthough we have, when possible, developed adtire
sources of technology and built redundancy intocmmputer networks and tools, there can be no asserthat
these efforts to date would protect us againgiatintial issues or disaster occurrences relatdtketioss of any suu
technologies or their use.
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If our common stock continues to trade below $18€r share, we could cease to be in compliance i
continued listing standards set forth by Nasdag.

Our stock is currently trading below $1.00 per sharhich is in violation of Nasdag'’s continueditist
requirements. Although Nasdaq has suspended thecenfent of rules requiring a minimum $1.00 clodidprice
and the rules requiring a minimum market valueudiligly held shares, this suspension is currently in effect
through July 19, 2009. There is no guarantee tleatvill be in compliance with Nasdaq's continueditig
requirements when this suspension is lifted. Ifstock continues to trade below $1.00 when the tzary
suspension is lifted, Nasdaq may commence deligtingedures against us. If we were delisted, théendiquidity
of our common stock could be adversely affectedthadnarket price of our common stock could deaeAs
delisting could also adversely affect our abiliyabtain financing for the continuation of our agtésns and could
result in a loss of confidence by investors, sigpland employees. In addition, our shareholdilityato trade or
obtain quotations on our shares could be severalted because of lower trading volumes and tratnsadelays.
These factors could contribute to lower prices langer spreads in the bid and ask price for ourrnomstock.

Iltem 1B. Unresolved Staff Commen

None

Item 2. Properties

We own two commercial buildings occupying approxieia209,000 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 squaredfegpace, which we utilize for additional offispace. We own
a 262,000 square foot distribution facility on a&8%e parcel of land in Bowling Green, Kentucky. @Weo lease
approximately 25,000 square feet of office spaateum lease which is due to expire in October 20608 telephon
call center in Brooklyn Center, Minnesota. Additdig, we rent transmitter site and studio locationBoston,
Massachusetts for our full power television statie believe that our existing facilities are adseuo meet our
current needs and that suitable additional orraétiare space will be available as needed to accatateexpansion
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 iddally and in the aggregate have not had a magsizerse
effect on our operations or consolidated finansiatements.

On November 21, 2008, a lawsuit against ValueViditatia was filed by its former chief executive off,
Rene Aiu. Her claims include money damages fordired contract for nonpayment of severance equialtoyears
of salary and of targeted incentive compensati@ud and misrepresentation, and violation of ceftéinnesota
statutes. We filed a response on November 25, 28618/ing Ms. Aiu’s claims. Discovery has commenaad the
Court has set the trial to commence in 2010. Webelthat Ms. Aiu was properly dismissed for “cduae defined
in her employment agreement, intend to defend ditesgorously and at this time cannot estimatebad amount
of liability, if any.

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

No matters were submitted to our shareholders duhia fourth quarter ended January 31, 2009.
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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 2008

First Quartel $6.17 $ 482

Second Quarte 4.7¢ 3.0¢

Third Quartel 2.8¢ 0.97

Fourth Quarte 0.5¢ 0.37
Fiscal 2007

First Quartel 13.3( 11.17

Second Quarte 12.1¢ 8.8t

Third Quartel 10.0¢ 5.0C

Fourth Quarte 7.21 4.4
Holders

As of April 3, 2009 we had approximately 540 shatdbrs of record.

Dividends

We have never declared or paid any dividends veiipect to our common stock. Pursuant to the shiaiesho
agreement we have with GE Equity, we are prohilitech paying dividends on our common stock withthetir
prior consent. Except as required in connectioh it Series B Preferred Stock, we currently exfzecdtain our
earnings for the development and expansion of osiness and do not anticipate paying cash dividendke
common stock in the foreseeable future. Any futleermination by us to pay cash dividends on tmenson stock
will be at the discretion of the board of directars] will be dependent upon our results of opematiéinancial
condition, any contractual restrictions then ergtand other factors deemed relevant at the tintadpoard of
directors.

Issuer Purchases of Equity Securities

During fiscal 2008, we repurchased a total of 566,8hares of common stock for a total investment of
$3.3 million at an average price of $5.96 per sharging fiscal 2007, we purchased a total of 3,6@8 shares of
common stock for a total investment of $27.0 millat an average price of $7.46 per share. Durswfi2006, we
repurchased a total of 406,000 shares of commaik $bo a total investment of $4.7 million at an eage price of
$11.58 per share. The stock buyback authorizatiodgr which those repurchases were made expir2d08. On
February 25, 2009, our board of directors authdrz@ew stock buyback program of up to $1.5 milbmer the
next 12 months for stock repurchases.
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Stock Performance Graph

The graph below compares the cumulative five-yet teturn to our shareholders (based on appregciat

depreciation of the market price of our common lst@n an indexed basis with (i) a broad equity reairkdex and
(i) a peer group created by us over the same ganial consisting of companies involved in variosiseats of the

television home shopping, jewelry and internetitetad service industries. The presentation conmgp#re common
stock price in the period from January 31, 200daouary 31, 2009, to the Nasdaqg Global Market staidx and to

the peer group. The total return to shareholdethade companies comprising the peer group arehiezig

according to their stock market capitalization. Toenpanies in the current peer group are: Intev&&orp, the
parent company of the Home Shopping Network; Lipbrteractive, the holding company of QVC, a home
shopping television network; Amazon.com, Inc., afline retailer; RedEnvelope, Inc., an upscaleina-tetailer;

GSI Commerce, Inc., a provider of professional isessto the on-line retail industry; and Zale Caogtimn, a
specialty jewelry retailer. On May 9, 2006, shavEkiberty Media Corporation were exchanged forrelsaf

Liberty Interactive and Liberty Capital trackingeks and the old Liberty Media Corporation Seriearn Series B
shares ceased trading. The cumulative return @silgded assuming an investment of $100 on Janugrg2(®4, and
reinvestment of all dividends. You should not cdesishareholder return over the indicated perideetindicative

of future shareholder returns.

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

200

—{1F ValueVision Media, Inc.
2 NASDAG Composite
U —o- Peer Group
¥ 2
>
- 100 —l
2 Ny
50
0 T T T T T T L
13104 131705 21406 SR 203007 22008 143109
* $100 invested on 1/31/04 in stock or index-inéhgdreinvestment of dividends.
Index calculated on month-end basis.
January 31, January 31, February 4, May 10, February 3, February 2, January 31,
2004 2005 2006 2006 2007 2008 2009
ValueVisior
Media, Inc $100.0( $ 80.4¢ $ 70.1: $ 75.21 $ 70.07 $ 34.61 $ 1.3¢
Nasdaq
Stock
Market
(U.s)
Index 100.0( 101.0% 114.6: 116.3¢ 125.0¢ 120.5: 73.2(
Peer Grou 100.0( 81.5¢ 79.11 74.1¢ 89.7( 103.17 65.0¢
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Equity Compensation Plan Information

The following table provides information as of Janu31, 2009 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

holders 5,179,000 $ 7.5€ 701,00((1)
Equity Compensation

Plans Not Approved by

Security holders (2 1,429,0001(2) $ 15.4; —

Total 6,608,000 $ 9.27 701,00(

(1) Includes securities available for future issuaneaen shareholder approved compensation plans titherupon
the exercise of an outstanding options, warrantgybts, as follows: 23,000 shares under the 20@thiBus
Stock Plan and 678,000 shares under the 2004 OsSitmck Plan

(2) Reflects 29,000 shares of common stock issuabla apercise of warrants held by NBCU and 1,400,0G0es
of common stock issuable upon exercise of nonststock options granted to our employees at pares
exercise prices equal to the fair market value stiare of common stock on the date of grant. E&tfese
options expires between five and ten years affedtie of issuance, and are currently fully vestéése stock
options were utilized solely for inducement stogkien grants for newly hired officer
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Iltem 6. Selected Financial Dat:

The selected financial data for the five years dntimuary 31, 2009 have been derived from our edidit
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
January 31 February 2, February 3, February 4, January 31,
2009(a) 2008(b) 2007 2006(c) 2005(d)
(In thousands, except per share data)
Statement of Operations Data
Net sales $567,51( $781,55( $767,27% $691,85. $623,63:
Net sales less cost of sales, exclusive of depreqi
and amortization(g 182,74¢ 271,01 267,16. 238,94« 204,09¢
Operating los! (88,45¢) (23,057 (9,479 (18,64¢) (44,27))
Income (loss) from continuing operations (97,799 22,45; (2,396 (13,45 (42,719
Discontinued operations( — — — (2,296 (14,887
Per Share Data:
Net income (loss) from continuing operations
common shar $ (292 $ 05 $ (@©O0) $ (@0O3) $ (119
Net income (loss) from continuing operations
common share
— assuming dilutior $ (292 $ 052 $ (0.0) $ (037) $ (119
Weighted average shares outstand
Basic 33,59¢ 41,99: 37,64¢ 37,18: 36,81°¢
Diluted 33,59¢ 42,011 37,64¢ 37,18: 36,81t
January 31 February 2, February 3, February 4, January 31
2009 2008 2007 2006 2005
(In thousands)
Balance Sheet Data
Cash and shc-term investment $ 55,43: $ 59,07¢ $ 71,29 $ 82,35( $100,58:
Current assetl 161,46¢ 252,18: 260,44! 246,02¢ 240,52:
Long-term investment 15,72¢ 26,30¢ — — —
Property, equipment and other as: 64,30 80,59 91,53¢ 101,21( 109,77.
Total asset 241,50( 359,08 351,98 347,13¢ 350,29t
Current liabilities 95,98¢ 118,35( 105,27: 100,82( 89,07
Other lon¢-term obligation: — — 2,55¢ 13C 1,38(
Redeemable preferred stc 44,19 43,89¢ 43,60 43,31¢ 43,03(
Shareholder equity 99,47: 194,51( 198,84 202,87: 216,81:
Year Ended
January 31 February 2, February 3, February 4, January 31,
2009 2008 2007 2006 2005
(In thousands, except statistical data
Other Data:
Sales margin(g 32.2% 34.1% 34.8% 34.5% 32.™%
Working capital $ 65,48, $133,837 $155,17. $145,20¢ $151,45(
Current ratic 1.7 2.1 2.5 2.4 2.7
Adjusted EBITDA (as defined)(t $(5142) $ 685 $ 14,69C $ 1,91C $ (19,129
Cash Flows:
Operating $ 7,00 $ 11,18 $ 3,542 $ (10,3749 $ (18,070
Investing $ 2455 $ (475 $ (1,562 $ (10,11) $ (2,309
Financing $ (3,417 $ (26,607 $ (3,627) $ 98¢ $ 1,981
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(a) Results of operations for fiscal 2008 include thiéofving: (i) an $11.1 million auction rate secigg write
down, (ii) an $8.8 million FCC license intangibkesat impairment, (iii) a $4.3 million charge rethte the
restructuring of certain company operations anggi$2.7 million charge related to costs associafiéu our
chief executive officer transition. See Notes 7ah@ 18 to the consolidated financial stateme

(b) Results of operations for fiscal 2007 include thkofving: (i) a $40.2 million gain on the sale oER, (ii) a
$5.0 million charge related to the restructuringeftain company operations and (iii) a $2.5 milldharge
related to costs associated with our chief exeeudificer transition. See Notes 14, 16 and 18 ¢éocitnsolidated
financial statement:

(c) Results of operations for fiscal 2005 include a45@00 gain on the sale of a television stat

(d) Results of operations for fiscal 2004 include a-nash charge of $1.9 million related to the writieod deferred
advertising credits

(e) Income (loss) from continuing operations includesapre-tax gain of $40.2 million from the saleéRifM in
fiscal 2007.

(f) Discontinued operations relate to the operatiorsuofFanBuzz subsidiary, which were shut downsodl 2005

(9) Management includes net sales less cost of s@lesdontinuing operations (exclusive of depreciatiod
amortization), also known as sales margin becdusen operating measure commonly used by manageme
analysts and institutional investors in analyzing et sales profitability. This term is not coresigld a measure
determined in accordance with generally acceptedwating principles, or GAAP. The comparable GAAP
measurement is gross profit, which is defined asales less cost of sales (inclusive of depresiaind
amortization). Our gross profit from continuing ogi@ons for fiscal 2008, fiscal 2007 and fiscal 80¢
$165.5 million, $251.0 million and $244.9 milliorespectively

(h) EBITDA as defined for this statistical presentatiepresents net income (loss) from continuing dpmra for
the respective periods excluding depreciation andrtization expense, interest income (expense)rauine
taxes. We define EBITDA, as adjusted, as EBITDAleding non-recurring, non-operating gains (losses)
equity in income of Ralph Lauren Media, LLC; norslkampairment charges and write downs; restrucgusimd
CEO transition costs; and non-cash share-basedarmation expense. Management has included the term
EBITDA, as adjusted, in its EBITDA reconciliation order to adequately assess the operating penfmenaf
our “core” television and internet businesses anorder to maintain comparability to our analgstbverage ar
financial guidance. Management believes that EBITB#\adjusted, allows investors to make a more imgfarm
comparison between our core business operatinffsester different periods of time with those ofiet similar
small cap, higher growth companies. In additionnaggement uses EBITDA, as adjusted, as a metricuree&s
evaluate operating performance under its manageamehéxecutive incentive compensation programs.
EBITDA, as adjusted, should not be construed aaltemative to operating income (loss) or to casivs from
operating activities as determined in accordandk ggnerally accepted accounting principles andishoot be
construed as a measure of liquidity. EBITDA as si#jd, may not be comparable to similarly entitlezhsures
reported by other companie
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A reconciliation of EBITDA, as adjusted, to its cpanable GAAP measurement, net income (loss), falow

Year Ended
January 31  February 2, February 3, February4, January 31,
2009 2008 2007 2006 2005
(In thousands)

EBITDA, as adjuste! $(5142) $ 6,85 $ 14,69C $ 1,91C $ (19,129
Less:
Non-operating gains (losses) and equity in incorn

RLM (969) 40,66 3,35¢ 1,37¢ (50
Write-down of auction rate investmer (11,079 — — —
FCC license impairmel (8,832) — — — —
Restructuring costs and other non-recurring

television station sale gai (4,299 (5,049 (29 212 (5,736
CEO transition cost (2,68)) (2,45)) — — —
Non-cash shar-based compensation expel (3,929 (2,415 (1,907 (199 (48€)
EBITDA (as defined (83,207) 37,60¢ 16,11¢ 3,30z (25,407
A reconciliation of EBITDA to net income (loss) is

as follows:
EBITDA, as definec (83,207) 37,60¢ 16,11¢ 3,30z (25,40
Adjustments
Depreciation and amortizatic (17,299 (29,999 (22,239 (20,569 (18,920
Interest incomt 2,73¢ 5,68( 3,80z 3,04¢ 1,627
Income tax (provision) benel (33 (839) (75) 762 (25)
Discontinued operations of FanBL — — (2,296 (14,887)
Net income (loss $ (97,799 $ 22,457 $ (2,396 $ (15,759 $ (57,607

Item 7. Managemen’s Discussion and Analysis of Financial Condition drResults of Operation
Introduction

The following discussion and analysis of financiahdition and results of operations is qualifiedréference t
and should be read in conjunction with the finahsfatements and notes thereto included elsewhetés annual
report.

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 doling Managemend’ Discussion and Analysis of Finant
Condition and Results of Operations and other riesawe file with the Securities and Exchange Cogsioin (as
well as information included in oral statement®tirer written statements made or to be made bgargain certain
forward-looking statements within the meaning & Brivate Securities Litigation Reform Act of 1928l
statements other than statements of historical ifadiuding statements regarding guidance, indystogpects or
future results of operations or financial positiorade in this annual report on Form 10-K are fodnaoking. We
often use words such as anticipates, believescéxgatends and similar expressions to identifyvérd-looking
statements. These statements are based on mandgeruenent expectations and are accordingly suhgec
uncertainty and changes in circumstances. Actsalliemay vary materially from the expectationstaored herein
due to various important factors, including (but lmited to): consumer spending and debt levéis;general
economic and credit environment; interest ratemsaeal variations in consumer purchasing actiyitbanges in tr
mix of products sold by us; competitive pressumresales; pricing and sales margins; the level bfecand satellite
distribution for our programming and the associdéss; our ability to continue to manage our
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cash, cash equivalents and investments to meeatooopany'’s liquidity needs; our ability to obtaiguidity with
respect to our auction rate securities; our abitityhanage our operating expenses successfullpgelsan
governmental or regulatory requirements; litigattwrgovernmental proceedings affecting our openatithe risks
identified under “Risk Factors” in this report; sificant public events that are difficult to pretlisuch as
widespread weather catastrophes or other signifietevision-covering events causing an interruptbtelevision
coverage or that directly compete with the viewigrst our programming; and our ability to obtairdaetain key
executives and employees. Investors are cautidradall forward-looking statements involve risk amtertainty.
The facts and circumstances that exist when anydiat-looking statements are made and on which tforserd-
looking statements are based may significantly ghan the future, thereby rendering the forwardklog
statements obsolete. We are under no obligatioth €apressly disclaim any obligation) to update lteraur
forward-looking statements whether as a resultesf mformation, future events or otherwise.

Overview
Company Description

We are an integrated multi-channel retailer thatkeiz our products directly to consumers througious
forms of electronic media. Our operating stratewprporates distribution from television, interaetd mobile
devices. Our live 24-hour per day television hommepping programming is distributed primarily thréucpble and
satellite affiliation agreements and on-line thrie@hopNBC.com and ShopNBC.TV. We have an exclugiease
from NBC Universal, Inc., known as NBCU, for the ndwide use of an NB@randed name and the peacock i
for a period ending in May 2011. Pursuant to tberise, we operate our television home shoppinganktunder th
ShopNBC brand name and operate our internet welnsiter the ShopNBC.com and ShopNBC.TV brand names.

Products and Customers

Products sold on our television home shopping netaad internet shopping website include jewelrgtahes,
consumer electronics, housewares, apparel, cosnséiasonal items and other merchandise. Jewalnyr iargest
single category of merchandise, followed by consuatectronics, watches, coins and collectibles @uphrel,
fashion accessories and health & beauty. The fatiguable shows our merchandise mix as a percemtfage
television home shopping and internet net salethiyears indicated by product category:

Year Ended
January 31 February 2, February 3,
2009 2008 2007

Merchandise Mix

Jewelry 36% 38% 3%
Consumer Electronic 22% 25% 24%
Watches, Coins & Collectible 22% 16% 15%
Apparel, Fashion Accessories and Health & Bei 12% 10% 11%
Home and All Othe 8% 11% 11%

Our product strategy is to continue to develop pewduct offerings across multiple merchandise caieg as
needed in response to both customer demand anden to maximize margin dollars per minute in alevision
home shopping operations. We have been recenthgaigour product mix and product make up withirstrg
categories in order to diversify our product offigg with the focus of achieving an optimal balabegveen jewelry
and non-jewelry merchandise to maximize the actjoisof new and the retention of repeat custom@rs.
customers are primarily women over the ages of i85 average annual household incomes in excesS®@0$0
who make purchases based primarily on conveniemigque product offerings, value and quality of niraredise.

Company Strategy

We endeavor to be the premium lifestyle brand e shopping and internet retailing industry. As a
integrated, multi-channel retailer, our strategioisffer our current and new customers brandspaoducts that are
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meaningful, unique and relevant. Our merchandiaadpositioning aims to be the destination andaitthfor
home, fashion and jewelry shoppers. We focus oaticige a customer experience that builds strongltpyend a
growing customer base.

In support of this strategy, we are pursuing thiefgng actions in our ongoing efforts to improvest
operational and financial performance of our conyp&in materially reduce the cost of our currergtdbution
agreements for our television programming with eabid satellite operators, as well as pursuing atigans of
reaching customers such as through webcastingneiteideos and mobile devices, (ii) broaden artiripe our
mix of product categories offered on television &melinternet in order to appeal to a broader patpmri of potentia
customers, (iii) lower the average selling priceof products in order to increase the size andhase frequency
our customer base, (iv) grow our internet busifgsgroviding a broader, internet-only merchandiferang, and
(v) improve the shopping experience and custonreicgein order to retain and attract more customers

Primary 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 attaiofgpability, we
must achieve sufficient sales volume through thgssition 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 impatiksales volume decreases, as we have limitedtibiy to
reduce our fixed cable and satellite distributipem@ting expenses to mitigate a sales shortfall.n@ar-term
primary challenge is to successfully execute oanpbd significantly reduce our cable and satetliggribution costs
and achieve other cost-saving initiatives in aprétfo return to profitability.

Our Competition

The direct marketing and retail businesses ardyigémpetitive. In our television home shopping and
e-commerce operations, we compete for custometsotliier television home shopping and e-commeredlees;
infomercial companies; other types of consumeiilrbtesinesses, including traditional “brick and raot
department stores, discount stores, warehousessintespecialty stores; catalog and mail ordeileetseand other
direct sellers.

In the competitive television home shopping sect@ compete with QVC Network, Inc. and HSN, Inath
of whom are substantially larger than we are im&eof annual revenues and customers, and whoseapnogng is
carried more broadly to U.S. households than igpoogramming. The American Collectibles Network,iath
operates Jewelry Television, also competes wittolugelevision home shopping customers in the jeyvehtegory.
In addition, there are a number of smaller nictagy@is and startups in the television home shopgiega who
compete with our company. We believe that QVC afdNHncur cable and satellite distribution fees espnting a
significantly lower percentage of their sales htitable to their television programming than do am=g that their
fee arrangements are substantially on a commi$sisis (in some cases with minimum guarantees)rétiha on
the predominantly fixed-cost basis that we cursehélve. This difference in programming distributfee structures
represents a material competitive disadvantageudobcompany.

The e-commercsector also is highly competitive, and we are neaticompetition with numerous other inte
retailers, many of whom are larger, better finanmed/or have a broader customer base. Certainrafampetitors
in the television home shopping sector have acquirernet businesses complementary to their exjstiternet
sites, which poses additional competitive challenfge our company.

We anticipate continuing competition for viewerslaustomers, for experienced home shopping pergdone
distribution agreements with cable and satellittesps and for vendors and suppliers — not only frelevision
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 ability to be successful intilevision home shopping and e-commerce sectdrdevi
dependent on a number of key factors, includingl§fpining more favorable terms in our cable and
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satellite distribution agreements, (ii) increasihg number of customers who purchase products froand
(iii) increasing the dollar value of sales per oansér from our existing customer base.

Results for Fiscal 2008

Consolidated net sales from continuing operatiarfistcal 2008 were $567.5 million compared to
$781.6 million in fiscal 2007, a 27% decrease. \@worted an operating loss of $88.5 million andloss of
$97.8 million for fiscal 2008, which included a tae loss of $11.1 million related to an other-thamporary
impairment write-down of our auction rate secusiti®perating expenses in fiscal 2008 included 84liBon of
additional restructuring charges, an $8.8 millid@dlicense intangible asset write-down and CEOsitemm costs of
$2.7 million. We reported an operating loss of $28illion and net income of $22.5 million in fisc2007, which
included a pretax gain of $40.2 million from théesaf RLM. Operating expenses in fiscal 2007 ineldé
$5.0 million restructuring charge and CEO termimattosts of $2.5 million. We reported an operatoss of
$9.5 million and a net loss of $2.4 million in f@@006.

Strategic Alternatives

On September 11, 2008, our board of directors ameedithat it had appointed a special committee of
independent directors to review strategic alteveatto maximize shareholder value. The special cttesrretained
Piper Jaffray & Co., a nationallecognized investment banking firm, as its finahadvisor. The special committe
with the assistance of Piper Jaffray, broadly @elitexpressions of interest in a purchase ofrateggic relationship
with our company and also evaluated several othategjic alternatives, including a distributionsteareholders
through a sale of assets and liquidation of ourgamy. While a number of parties engaged in thegg®and
conducted due diligence, the special committeendideceive any final bids from any of the partieslved. In
addition, the special committee concluded thatjaidiation of our company would not likely resultany
distribution to our shareholders. Therefore, atrtdfmmendation of the special committee, the bohdirectors
concluded the strategic alternatives review progedanuary 2009. Notwithstanding the formal temation of the
strategic alternatives process, the special coreen@hd board of directors remain committed to meing
shareholder value and will pursue any reasonat#enaltives that present themselves.

Intangible and Long-lived Asset Impairment

In accordance with Statement of Financial Accountandards No. 14%oodwill and Other Intangible Asse
and No. 144Accounting for the Impairment or Disposal of Longdd Assetsye review intangible and long-lived
assets for impairment on an annual basis durindptim¢h quarter, or when events or changes in nistances
indicate that it is more likely than not that ttesets might be impaired. During the third and fogtarters of fiscal
2008, we experienced a significant decline in thespof our publicly-traded common stock and, adoagly, a
significant decline in our market capitalization.the fourth quarter, we evaluated whether theigedh our market
capitalization resulting from a record low markatue of our common stock was an indicator of immpeint. We
performed amundiscounted cash flow analysis based on a foredastsh flow model that included certain signific
cost saving assumptions with respect to our caidesatellite distribution cost structure as welbttger cost-saving
initiatives and based on that analysis concludedcethad not been an impairment as of January 8B, 2fbwever,
if we are unable to successfully execute our plarssgnificantly reduce our cable and satellitérdisition costs,
achieve other cost-saving initiatives and succdlgsfueet our fiscal 2009 operating plan, we maydgired to
write down the carrying amount of some or all of ouangible and other long-lived assets to faluedn a future
period.

Restructuring Costs

On May 21, 2007, we announced the initiation ofstnucturing of our operations that included a ¥2#uction
in the salaried workforce in the second quartdisohl 2007, a consolidation of our distributioreogtions into a
single warehouse facility, the exit and closure oétail outlet store and other cost saving meas@a January 14,
2008, we announced additional organizational chaiage cost-saving measures following a formal lassmeview
conducted by management and an outside consuitmgahd further reduced our headcount in the foqctarter of
fiscal 2007. Our organizational structure was sifigal and streamlined to
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focus on profitability. As a result of these resturing initiatives, we recorded a $5.0 milliontresturing charge f
fiscal 2007 and additional restructuring chargéalitng $4.3 million for fiscal 2008. Restructuringsts charged in
fiscal 2008 and 2007 primarily include employeeesamce and retention costs associated with theotidason and
elimination of approximately 300 positions inclugiten officers. In addition, restructuring costsoaihclude
incremental charges associated with the consatidati our distribution and fulfillment operationga a single
warehouse facility, the closure of a retail ousiigtre, fixed asset impairments incurred as a diestilt of the
operational consolidation and closures, restructuaidvisory service fees and costs associatedowitlstrategic
alternative initiative.

Chief Executive Officer Transition Costs

On October 26, 2007, we announced that William rapsat the request of the board of directors, stegped
down as president and chief executive officer aadi lbft our board of directors. In conjunction wiih. Lansing’s
resignation, we recorded a charge to income of 82ll®n during fiscal 2007 relating primarily t@gerance
payments to Mr. Lansing and incurred additionatsa$ $1.1 million during fiscal 2008 associatedhithe hiring
of Rene Aiu in March 2008 as our chief executivicef.

On August 22, 2008, our board of directors tern@dd#ls. Aiu’s employment with the Company. Our board
appointed Keith Stewart to serve as ShopNBC's deggiand chief operating officer. We also annourtbed
departures of three other senior officers who heshimamed to their positions in April 2008 by M&u1.ADuring the
third and fourth quarters of fiscal 2008, we reeafdosts totaling $1.6 million relating primarity accrued
severance and other costs associated with thetdegmpf the three senior officers and costs aatatiwith hiring
Mr. Stewart.

On November 21, 2008, a lawsuit against our compaag/filed by Ms. Aiu. Her claims include money
damages for breach of contract for nonpaymentwdrsece equal to two years of salary and of tadyetgentive
compensation, fraud and misrepresentation, andtidol of certain Minnesota statutes. We filed oese on
November 25, 2008 denying Ms. /'s claims. Discovery has commenced and the Cowtsbathe trial to
commence in 2010. We believe that Ms. Aiu was prigpismissed for “cause” as defined in her empleyin
agreement, intend to defend the suit vigorouslyatrttliis time cannot estimate a dollar amountadfility, if any.

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 pemgbefore the FC(
The petition challenges the FCC'’s prior determuratp 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
Pittsburgh and Seattle television stations. In taldi if must-carry rights for home shopping stai@are withdrawn,
it may not be possible to replace these BI&i commercially reasonable terms and the carmaihge of our Bosto
FCC license ($23.1 million) may become further imgé At this time, we cannot predict the timingtioe outcome
of the FCC's action to update the public recordhos issue.

Preferred Stock Exchange (Subsequent Event)

On February 25, 2009, GE Equity exchanged all antihg shares of our Series A Preferred Stock for
(i) 4,929,266 shares of our Series B RedeemablerPed Stock, (ii) warrants to purchase up to 6,000 shares of
our common stock at an exercise price of $0.75pare and (iii) a cash payment in the amount of $8llion.

The shares of Series B Preferred Stock are redderagany time by us for the initial redemption ambof
$40.9 million, plus accrued dividends. The SerieRrBferred Stock accrues cumulative dividendstketse annual
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rate of 12%, subject to adjustment. All paymentshenSeries B Preferred Stock will be applied fiosany accrued
but unpaid dividends, and then to redeem sharés.@@he Series B Preferred Stock (including acdrioet unpaid
dividends) is required to be redeemed on Februa2@13, and the remainder on February 25, 2014dd(iition, th:
Series B Preferred Stock includes a cash sweepanirh that may require accelerated redemptiong if@nerate
excess cash above agreed upon thresholds. Sphlygiforar excess cash balance at the end of eachl fygar, and at
the end of any fiscal quarter during which we aelttion rate securities or dispose of assets or inclebtedness
above agreed upon thresholds, must be used tomettieeSeries B Preferred Stock and pay accrued iapaid
dividends thereon. Excess cash balance is defimedacash and cash equivalents and marketabletsesu
adjusted to (i) exclude auction rate securitiéseficlude cash pledged to vendors to secure psecpace of
inventory, (iii) account for variations that areedi® our management of payables, and (iv) provida cash cushion
of at least $20 million. Any redemption as a restlthis cash sweep mechanism will reduce the atsoequired to
be redeemed on February 25, 2013 and February028, The Series B Preferred Stock (including aatiuet
unpaid dividends) is also required to be redeeraethe option of the holders, upon a change inrobnthe

Series B Preferred Stock is not convertible intmowmn stock or any other security, but initially wibte with the
common stock on a one-for-one basis on generabcaig matters other than the election of directoraddition,
the holders of the Series B Preferred Stock hageldss voting rights and rights to designate mesnbieour board
of directors previously held by the holders of 8eries A Preferred Stock.

Results of Operations

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

Year Ended
January 31,  February 2, February 3,
2009 2008 2007
Net sales 100.(% 100.(% 100.(%
Cost of sales (exclusive of depreciation and arnatitin) 67.8% 65.2% 65.2%
Operating expenses
Distribution and selling 37.% 30.% 29.5%
General and administrati 4.1% 3.2% 3.€%
Depreciation and amortizatic 3.C% 2.6% 2.5%
Restructuring cosl 0.8% 0.€% —
CEO transition cost 0.4% 0.2% —
FCC license impairmel 1.6% — —
Total operating expens 47.8% 37.6% 36.(%
Operating loss (15.6% (2.9% (1.2%
Other income (loss), ni (1.6)% 0.7% 0.5%
Loss before income taxes and equity in net incomé affiliates 17.2% (2.2% (0.7%
Income taxe: — (0.2)% —
Gain on sale of RLN — 5.1% —
Equity in net income of affiliate — 0.1% 0.4%
Net income (loss (17.2% 2.5% (0.9%
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Key Performance Metrics*

For the Twelve Months Ended

January 31 % February 2, % February 3,
2009 Change 2008 Change 2007
Program Distribution, (in thousands, except
percentages)

Cable FTF's 43,127 4% 41,33t 5% 39,28¢
Satellite FTE's 28,61: 4% 27,58¢ 6% 25,92:
Total Average FTE 71,74( 4% 68,92( 6% 65,21:
Net Sales per FTE (Annualize $ 7.8 9% $ 11.1¢ 4% $ 11.5¢
Merchandise Metrics
Shipped Units (in thousand 3,69t (20)% 4,621 (7% 4,98¢
Average Selling Pric— Shipped Units $ 20z (13)% $ 232 10% $ 211

* Includes television home shopping and internetssaitdy.

Program Distribution

Our television home shopping program was availtbbpproximately 71.7 million average full time
equivalent, or FTE, households for fiscal 2008, ragmnately 68.9 million average FTE householdsfiecal 2007
and approximately 65.2 million average FTE housgh&dr fiscal 2006. Average FTE subscribers grewid¥iscal
2008, resulting in a 2.8 million increase in aver&J E's compared to fiscal 2007. Average FTE subscs grew
6% in fiscal 2007, resulting in a 3.7 million inese in average FTE’'s compared to fiscal 2006. Tine@ increases
were driven by continued growth in satellite distition of our programming and increased distributié our
programming on digital cable. We anticipate that@able programming distribution will increasinglift towards
a greater mix of digital as opposed to analog ctéts, both through growth in the number of dig#abscribers 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 digitgdtems ant
the higher channel placements commonly associaitbddigital 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
websites, www.ShopNBC.com and www.ShopNBC.TV, whgchot included in total FTE households.

Cable and Satellite Distribution Agreements

We have entered into cable and satellite distrilbutigreements that represent approximately 1,40@ ca
systems that require each operator to offer oewigibn home shopping programming substantialla dall-time
basis over their systems. The terms of these pgistijreements typically range from one to four yednder certai
circumstances, the television operators or we naaigel the agreements prior to their expiratioettain of these
agreements are terminated, the termination mayriabyeor adversely affect our business. Cable saiellite
distribution agreements representing a majorittheftotal cable and satellite households who ctlgreeceive our
television programming were scheduled to expithi@tend of the 2008 calendar year. A number ofhthpr
agreements have been renegotiated and renewed tirté; and for other of the major agreementshese
obtained temporary extensions while we continuenagotiations. Failure to successfully renew reingiicable
agreements covering a material portion of our exgstable households on acceptable financial aherderms
could adversely affect our future growth, salesereies and earnings unless we are able to arrangidmative
means of broadly distributing our television pragraing. In addition, many cable operators are motingansitior
our programming (and other cable content providera/ell) in many of their local cable systems witdl instead o
analog programming tiers. As this occurs, the numbbouseholds that receive our programming mayime in
the next several years, because fewer househadweedigital cable programming than analog.
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Shipped Units

The number of units shipped during fiscal 2008 dased 20% from fiscal 2007 to 3,695,000 from 4 G2,
The number of units shipped during fiscal 2007 dased 7% from fiscal 2006 to 4,621,000 from 4,989,0 he
decrease in shipped units in fiscal 2008 was direetated to the decrease in sales experiencéddal 2008. The
decrease in shipped units in fiscal 2007 was pilgndue to a shift in mix during fiscal 2007 withihe jewelry
category to higher price point items, which regiiiteless shipped units as customers purchased faigher pricel
items.

Average Selling Price

Our average selling price, or ASP, per unit was3ti2(fiscal 2008, a 13% decrease over fiscal 200@.
decrease in the 2008 ASP was driven primarily jngeprice decreases within most product categoiiiecluding
jewelry. For fiscal 2007, the average per unitisglprice was $233, a 10% increase over fiscal 2006 increase
ASP in fiscal 2007 was driven primarily by sellipgce increases within the jewelry category, dubkigher gold
prices, and within the apparel category.

Sales

Consolidated net sales, inclusive of shipping asmdting revenue, for fiscal 2008 were $567.5 millio
compared to $781.6 million for fiscal 2007, a 27&&rease. The decline in consolidated net salaseisrdpart to a
significant decrease in our number of active custienalong with a decrease in their purchasing fraqu and the
amount spent per customer compared with the paar.yWe believe that these declines were causealrtrby
merchandising, promotional and operational decsioade in the first half of fiscal 2008 that weot well receive
by our existing customer base; by a lack of focus/a experienced senior management changes amyéurn
throughout fiscal 2008; by frequent changes in afi@nal tactics during fiscal 2008; by an inventarix,
particularly in high priced jewelry items, whichddnot appeal to current and prospective custora@gmore
recently by the challenging overall environmentretailers. During fiscal year, we sold throughgn#icant
amount of high price-point jewelry inventory thdd@contributed to the sales decreases experiahaint fiscal
2008. Our remaining aged inventory will be a fadtat could impact net sales levels in the firsartgr of fiscal
2009. In addition, television and internet net sakso decreased due to decreased shipping antingareyenue
resulting from decreased sales in fiscal 2008 coatpw fiscal 2007 and reduced total revenues &sgsdowith our
polo.com fulfillment operations.

Consolidated net sales, inclusive of shipping asmdting revenue, for fiscal 2007 were $781.6 nmillio
compared to $767.3 million for fiscal 2006, a 2%rease. The increase in consolidated net saleslivessly
attributable to improvement in net sales from bmihtelevision home shopping and internet operatidlet sales
attributed to our television home shopping andritgeoperations increased 2% to $767.3 millionfismal 2007
from $755.3 million for fiscal 2006. The growthtelevision home shopping and internet net salemgdiscal 200’
is primarily attributable to increased merchandiakes driven by the higher productivity achievexhfrcertain
product categories including jewelry and compugerd an 18% increase, or $33.7 million, in intemattsales over
fiscal 2006. Although net sales increased overaihffiscal 2006 to fiscal 2007, we experienced slosales growt
during fiscal 2007 than we had seen in prior yeafs.believe this was driven by a general softness/érall
consumer demand and increases in product discéienings made during fiscal 2007.

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 31% to 33% over the past tlisgalfyears and have remained relatively stablec@tinue to
manage return rates and are adjusting productaribwter average selling price points in an effortéduce the
overall return rate related to our television hahepping and internet businesses.

Cost of Sales (exclusive of depreciation and anwation)

Cost of sales (excluding depreciation and amoitimafor fiscal 2008 was $384.8 million compared to
$510.5 million for fiscal 2007, a decrease of 29%e decreases in cost of sales is directly at@itletto decreased
costs associated with decreased sales volume fooitelevision home shopping and internet businessds
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decreases in shipping and handling revenues. €ssiaes (excluding depreciation and amortizatiam)iscal 2007
was $510.5 million compared to $500.1 million faachl 2006, an increase of 2%. The increases inafeales is
directly attributable to increased costs associafi#ilincreased sales volume from our televisiombashopping ar
internet businesses. Net sales less cost of sateki§ive of depreciation and amortization) asragrgage of sales
(sales margin) for fiscal 2008, fiscal 2007 anddl2006 was 32%, 35% and 35%, respectively. Tloesdse in
gross margins experienced during fiscal 2008 resuttre driven by lower margin rates achieved acabmsst all
major product categories. The margin decreasesessdted primarily from our effort during fiscad@8 to reduce
inventory levels of high-priced jewelry items bkitag aggressive markdowns during our end of quaner other
clearance sale initiatives in an effort to reducd move aged inventory. We have experienced inessiaisour
greater than 180-day old inventory due to loweesaind year-to-date gross margins were impacteditigional
inventory obsolescence charges recorded on inwenturyet sold totaling approximately $3.3 millidaring fiscal
2008. The slight sales margin decrease for fis8@VZrom fiscal 2006 was primarily due to a mixfsto lower
margin consumer electronics product categories rdadag fiscal 2007.

Operating Expenses

Total operating expenses from continuing operativae $271.2 million, $294.1 million and $276.6 Irait for
fiscal 2008, fiscal 2007 and fiscal 2006, respetyivrepresenting a decrease of $22.9 million,%rfRm fiscal
2007 to fiscal 2008, and an increase of $17.4 onillor 6%, from fiscal 2006 to fiscal 2007. Fis2@08 total
operating expenses included $4.3 million of redtricg charges, a $2.7 million charge relatingh® termination
and transition of our chief executive officer amd®8.8 million intangible asset impairment charglating to our
Boston FCC license. Fiscal 2007 total operatingeegps included a $5.0 million restructuring chdajjewing its
second quarter announcement and a $2.5 milliorgehalating to the termination and transition of clief
executive officer.

Distribution and selling expense for fiscal 2008mased $26.7 million, or 11%, to $215.0 million38% of
net sales compared to $241.7 million, or 31% ofsadg:s in fiscal 2007. Distribution and selling empe decreased
from fiscal 2007 primarily due to a decrease ienghrketing, customer service and fulfilment valeatosts of
$10.7 million associated with decreased sales veland efficiency gains; decreases in net cablesatallite fees c
$1.5 million; decreases in salaries, headcountotinel related personnel costs associated with raedising,
television production and show management persamtkbn-air talent of $1.4 million; decreases irkating
expenses of $6.8 million and decreases in credit fees and bad debt expense of $9.4 million dubdmverall
decrease in net sales and due to a lower perceotage our reduced reliance during fiscal 200&ensales sold
using the ValuePay installment program. These dseewere offset by an increase in stock optioerese of
$595,000 associated with fiscal 2008 stock opti@nts.

Distribution and selling expense for fiscal 200grgased $15.2 million, or 7%, to $241.7 million 346 of net
sales compared to $226.5 million, or 30% of neesal fiscal 2006. Distribution and selling expemmszeased over
fiscal 2006 primarily due to an increase in netleand satellite access fees of $6.3 million assalt of increased
subscribers over fiscal 2006; increased bad dgi#rese of $7.2 million due to increased provisiarsécent up-
trends in account delinquencies, costs of collectind write offs experienced during fiscal 20070a&ged with
increased exposure relating to the current consgneglit environment; increased internet direct-raail other
marketing expenses of $6.0 million primarily asateil with our internet website search engine ingsand our
attempt to acquire additional customers and inereas overall penetration; and increased telemiadx@ind
customer service costs of $1.9 million associatel imcreased sales volumes and our commitmemhfzave our
customer service. These increases were offsetdegi@ase in salaries, accrued bonuses and othtrdgersonnel
costs associated with merchandising, televisiodyetion and show management personnel and onleit taf
$5.2 million during fiscal 2007 and decreased metlit card processing fees and chargebacks totélirigmillion.

General and administrative expense for fiscal 2088eased $1.8 million, or 7%, to $23.1 million486 of ne
sales compared to $24.9 million, or 3% of net seldiscal 2007. General and administrative expete®eased
from fiscal 2007 primarily as a result of our resturing initiative which included reductions inades, related
benefits and accrued bonuses totaling $2.8 millidiset by increases associated with our boardrettbr's
compensation and consulting fees of $820,000 arré@sed share-based compensation expense of $866,00
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General and administrative expense for fiscal 208teased $3.0 million, or 11%, to $24.9 million38&6 of
net sales compared to $27.9 million, or 4% of aésin fiscal 2006. General and administrativeeese decreased
from fiscal 2006 primarily as a result of our resturing initiative that included reductions ina@s, related
benefits and accrued bonuses totaling $4.9 millidiset by increases associated with director stoded
compensation of $190,000, information systems serand contract labor fees of $726,000, legal 6¢&507,000
and stock option expense of $162,000

Depreciation and amortization expense was $17.omil$20.0 million and $22.2 million for fiscal 28, fiscal
2007 and fiscal 2006, respectively, representidgaease of $2.7 million, or 13%, from fiscal 2@07iscal 2008
and a decrease of $2.2 million, or 10%, from fi2@06 to fiscal 2007. Depreciation and amortizagapense as a
percentage of net sales was 3% for fiscal 2008alfid007 and fiscal 2006. The fiscal 2008 and fi2687 decreast
in depreciation and amortization expense relatéisediming of fully depreciated assets year owery offset by
increased depreciation and amortization as a resaksets places in service in connection withvaumious
application software development and functionaityrancements.

Operating Loss

We reported an operating loss of $88.5 millionffecal 2008 compared with an operating loss of $28illion
for fiscal 2007, an increase of $65.4 million. @perating loss increased during fiscal 2008 prilyas a result of
our decrease in net sales and gross profit margertal the factors noted above, including the decssto change tt
way in which we operated our business in the figdt of fiscal 2008 discussed above. In additioa,experienced
increases during the year in operating expensesiassd with our restructuring efforts, FCC liceims@airment an
costs associated with our chief executive offiegpattures in October 2007 and August 2008, asasethe hiring ¢
a new chief executive. These operating expenseases were offset by decreases in distributiorsaltitig
expenses due primarily to decreased sales, desrigageneral and administrative expense as a restdtduced
headcount in the form of reduced salary and bonaisés net decrease in depreciation and amortizeiipense as
a result of the timing of fully depreciated assedar over year.

We reported an operating loss of $23.1 millionffecal 2007 compared with an operating loss of $8ilfon
for fiscal 2006, an increased loss of $13.6 milliGur operating loss increased during fiscal 200narily as a
result of experiencing slower net sales growthetribby a general softness in overall consumer denmaradidition,
we experienced increases during fiscal 2007 inaijey expenses, particularly (i) increases in iistion and
selling expenses recorded in connection with bddd elepense, net cable access fees and internet diggl,
marketing and search engine expenses, (ii) incsdasgsts associated with our restructuring ititeaand
(iii) incremental costs associated with our chieg@utive officer departure and transition. Theserafing expense
increases were offset by the dollar increase iessalargin (sales minus cost of sales, exclusivkepfeciation and
amortization), decreases in general and adminigtrakpense as a result of the restructuring thréareduced
salary and bonuses and a net decrease in depoacgati amortization expense as a result of thegjraf fully
depreciated assets year over year.

Net Income (Loss)

For fiscal 2008, we reported a net loss availableommon shareholders of $98.1 million, or $2.92hzesic
and diluted share, on 33,598,000 weighted averagemon shares outstanding. For fiscal 2007, we tegaret
income available to common shareholders of $22Ikomj or $0.53 per basic and diluted share, 0r992,000
weighted average common shares outstanding (4B0Q Hjluted shares). For fiscal 2006, we reportedtdoss
available to common shareholders of $2.7 millian$@.07 per basic and diluted share, on 37,646)3€ghted
average common shares outstanding. Net loss alatlaisommon shareholders for fiscal 2008 incluaies
$11.1 million other-than-temporary impairment clearglated to a write down of our auction rate siéest
investment losses totaling $969,000 relating tostile of three held-to-maturity securities duehdignificant
deterioration at the time of sale of the issuer&litworthiness and interest income totaling $2ilfion earned on
our cash and investments. Net income availabl®mencon shareholders for fiscal 2007 includes thending of a
pre-tax gain of $40.2 million on the sale of RLMetrecording of $609,000 of equity in earnings fielxM, a loss
of $119,000 on the sale of a non-operating reatestsset held for sale, a loss of $67,000 reladimgpn-operating
investments and interest income totaling $5.7 arilikarned on our cash and investments. Net logislalesto
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common shareholders for fiscal 2006 includes thending of $3.0 million of equity in earnings fraRLM, a
$500,000 gain on the sale of an investment, a $DB0write-down of a non-operating real estate dsslet for sale
and interest income totaling $3.8 million earnecban cash and short-term investments.

For fiscal 2008, net loss reflects an income tawigion of $33,000 relating to state income taxagajple on
certain income for which there is no loss carryfarivbenefit available. Due to the large pretax,|tdss effective ta
rate for fiscal 2008 was 0%. For fiscal 2007, wegorged a net income tax provision of $839,000 whegulted in a
recorded effective tax rate of 3.6%. The provigiecorded in fiscal 2007 primarily relates to incorares
attributable to the gain on the sale of RLM whiefiects a 2.5% effective alternative minimum taten@corded on
the gain on the sale of RLM and state income tasgable on certain income for which there is ng lkearryforwar:
benefit available. For fiscal 2006, net loss refiean income tax provision of $75,000, which resiiin a recorded
effective tax rate of 3.2% in fiscal 2006. We haseorded an income tax provision during fiscal 26€léting to
state income taxes payable on certain income fachwihere is no loss carryforward benefit available

We have not recorded any other income tax benefihe losses recorded during fiscal 2008 due to the
uncertainty of realizing income tax benefits in fhture as indicated by our recording of an incamevaluation
reserve. Based on our recent history of lossadl] adluation allowance has been recorded and whsitated in
accordance with the provisions of SFAS No. 18&ounting for Income Taxesvhich places primary importance
on our most recent operating results when assetigéngeed for a valuation allowance. Although managnt
believes that our recent operating losses wereilgesffected by the attendant fixed costs assodiatith a
significant expansion of cable homes, a challengatgil economic environment and a slowdown in comer
spending experienced by us and other merchandgsiéers, we intend to maintain a full valuationoalance for our
net deferred tax assets and net operating losgfeamards until we believe it is more likely thaotrthat these assi
will be realized in the future.

Quarterly Results

The following summarized unaudited results of opens for the quarters in fiscal 2008 and 2007 Haaen
prepared on the same basis as the annual finaataments 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 aorus)

Fiscal 2008:
Net sales $156,28( $141,92° $124,76¢ $144,52¢ $567,51(
Net sales less cost of sales (exclusiv

depreciation and amortizatio 49,95¢ 47,88: 43,07¢ 41,83} 182,74¢
Sales margil 32.(% 33.1% 34.5% 28.% 32.2%
Operating expenss 68,34 64,30¢ 63,62¢ 74,92¢ 271,20°
Operating los! (18,389 (16,427 (20,559 (33,089 (88,45¢)
Other income (loss), ni 82t 761 (229 40¢ 1,77C
Write-down of auction rate securiti — — — (11,079 (11,077
Net loss $(17,57) $(15,689) $(20,77¢) $(43,75) $(97,799
Net loss per shal $ (59 $ (4 $ (62 $ (130 $ (2.9
Net loss per sha— assuming dilutior $ (59 $ (49 $ (62 $ (130 $ (299
Weighted average shares outstand

Basic 33,57¢ 33,574 33,591 33,65( 33,59¢

Diluted 33,57¢ 33,57 33,591 33,65( 33,59¢
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First Second Third Fourth
Quarter Quarter Quarter Quarter Total
(In thousands, except percentages and per share anords)

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 67,32: 64,98 72,59¢ 271,01!
Sales margil 35.1% 35.2% 35.2% 33.2% 34. %
Operating expenst 73,54 73,541 72,44( 74,53¢ 294,06°
Operating los! (7,429 (6,22%) (7,456 (1,949 (23,057
Other income, ne 1,24( 1,45¢ 1,72¢ 1,07( 5,494
Gain on sale of RLN 40,24( — — — 40,24(
Net income (loss $3438( $ (5409 $ (5,726 $ (79) $ 22,45
Net income (loss) per shé $ 8C $ (15 $ (16 $ (02) % 53
Net income (loss) per sha— assuming dilutior $ 8C $ (15 $ (1) $ (02 9 .53

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

Diluted 42,93¢ 37,365 36,331 35,31« 42,01

Financial Condition, Liquidity and Capital Resources

As of January 31, 2009 and February 2, 2008, cadltash equivalents and short-term investments were
$55.4 million and $59.1 million, respectively, a&3nillion decrease. For fiscal 2008 working capiecreased
$68.4 million to $65.5 million compared to workingpital of $133.8 million for fiscal 2007. The dease in fiscal
2008 working capital is primarily related to a d=gse in accounts receivable and inventory balaesedting from
the sales decrease experienced in fiscal 2008cient ratio was 1.7 at January 31, 2009 comp@ar@dl at
February 2, 2008.

Sources of Liquidity

Our principal sources of liquidity are our avaikalhsh, cash equivalents and short-term investirestrued
interest earned from our short and long-term inmesits and our operating cash flow, which is pritgagenerated
from credit card receipts from sales transactiansthe collection of outstanding customer accotetsivables. Tt
timing of customer collections made pursuant to\éaluePay installment program and the extent tactvire
extend credit to our customers is important toshort-term liquidity and cash resources. A sigaificincrease in
our accounts receivable aging or credit lossesdceedatively impact our source of cash from openatin the sho
term. For the year ended January 31, 2009, we matvexperienced a significant change or deterionati our
accounts receivable historical write off rate, whitas remained relatively stable at approximatéty—2 3% of our
ValuePay sales. While credit losses have histdyiteden within our estimates for these lossesgtieeno guarantee
that we will continue to experience the same creds rate that we have had in the past. Histdyicalke have also
been able to generate additional cash sourcestfremproceeds of stock option exercises and fronsahe of equity
investments and other properties; however, thesess of cash are neither relied upon nor contstdlay us. At
January 31, 2009, our cash equivalents were indéstemoney market funds primarily for the preseiaaif cash
liquidity. Interest earned on money market fundsubject to interest rate fluctuations. At Janugty2009, we had
restricted cash of $1.6 million pledged as colktéor our issuances of standby and commerciaref credit.

At January 31, 2009, our investment portfolio imtgd auction rate securities with an estimatedviaine of
$15.7 million ($26.8 million original cost basi€)ur auction rate securities are primarily variataliee debt
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instruments that have underlying securities withtactual maturities greater than ten years. Hsldéauction rate
securities can either sell through the auctionidhlsed on a desired interest rate or hold anelpathe reset rate.
there are insufficient buyers, then the auctiots fand holders are unable to liquidate their inmestt through the
auction. A failed auction is not a default of thebtinstrument, but does set a new interest radedéordance with
the original terms of the debt instrument. The ltesiua failed auction is that the auction ratewség continues to
pay interest in accordance with its terms. Auctiomstinue to be held as scheduled until the auctta security
matures or until it is called. These investmen@grauction rate securities have failed to settkuictions beginning
in fiscal 2007 and through fiscal 2008. At this ¢éinthese investments are not available to setttecuobligations,
are not liquid, and in the event we need to acttesse funds, we would not be able to do so witladoss of
principal. The loss of principal could be signifitaf we need to access the funds within a shoréthorizon and th
market for auction rate securities had not returatetie time we seek to sell these securities.

In the fourth quarter of fiscal 2008, we recordadb¢her-than-temporary impairment charge of $11illiam to
reflect a permanent impairment on these secudtiesto the continued illiquidity of these investriseand
uncertainty regarding what period of time they niilgh settled and their ultimate value. If currettrket conditions
deteriorate further we may be required to recorddditional other than temporary impairment in fatperiods.
Due to the current lack of liquidity of these intraents, they are classified as long-term investmentour balance
sheet.

Cash Requirements

Our principal use of cash is to fund our busingserations, which consist primarily of purchasingantory for
resale, funding accounts receivable growth in supgfcsales growth and funding operating expensadicularly
our contractual commitments for cable and satghiitgramming and the funding of capital expendiure
Expenditures made for property and equipment tafi2008 and 2007 and for expected future capiadeditures
include the upgrade and replacement of computéwaod and front-end merchandising systems, exparuio
capacity to support our business, and the upgradeigitalization of television production and tsamission
equipment and related computer equipment assoacidtedur home shopping and e-commerce businesses.
Historically, we have also used our cash resouiaegarious strategic investments and for the repase of stock
under stock repurchase programs but are underligatbn to continue doing so if protection of ligity is desired
In January 2009, we authorized a repurchase oflditi@nal $1.5 million under our stock repurchasegoam and
have the discretion to repurchase stock underrbgrgm and make strategic investments consistethtaur
business strategy.

We ended January 31, 2009 with cash and cash deptgand short-term investments of $55.4 million.
addition, we have $15.7 million of auction ratews#y investments ($26.8 million original cost kagsihat are
currently illiquid and classified as long-term istments. It is possible that our existing cashrida and shoterm
investments may not be sufficient to fund obligasi@and commitments as they come due in fiscal 20@%eyond.
Given the impaired nature of our auction rate sgcinvestments, we do not consider these secsaritichave
substantial shoterm usefulness in funding our business. We may teeaise additional financing to fund poter
foreseeable and unforeseeable contingencies. Theceassurance that we will be able to succegsfaite funds if
necessary or that the terms of any financing vélblobceptable to us.

We have additional long-term contractual cash aliligns and commitments with respect to our cabte an
satellite agreements and operating leases totappgoximately $191 million over the next five fisgaars with
average annual cash payments of approximately $fiomfrom fiscal 2009 through fiscal 2012.

Total assets at January 31, 2009 were $241.5 mitlionpared to $359.1 million at February 2, 2008.
Shareholders’ equity was $99.5 million at Janudry2®09 compared to $194.5 million at February@@& a
decrease of $95.0 million. The decrease in shadenslequity from fiscal 2007 to fiscal 2008 reedlprimarily
from the reported net loss of $97.8 million, comnstwock repurchases of $3.3 million and accretionesleemable
preferred stock of $293,000. These decreases \ifsgt by increases in shareholders’ equity of $gilion from
the net recapture of other comprehensive losse$2u8dmillion related to the recording of sharedshs
compensation. The decrease in shareholders’ efjaityfiscal 2006 to fiscal 2007 resulted primafilgm common
stock repurchases of $27.0 million, an unrealiosg bf $2.5 million recorded on our auction rateusigy
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investments and accretion on redeemable prefetoedd sf $291,000. These decreases were offsetdrgases in
shareholders’ equity of $22.5 million from net inee during the year, $2.4 million related to theoréing of share-
based compensation and $514,000 primarily frome®ds received related to the exercise of stockgti

For fiscal 2008, net cash provided by operating/iiets totaled $7.1 million compared to net casbvided by
operating activities of $11.2 million in fiscal 2ZD@nd net cash provided by operating activitie$36 million in
fiscal 2006. Net cash provided by operating adésifor the 2008 reflects a net loss, as adjusieddpreciation and
amortization, share-based payment compensatiomnrtizatmon of deferred revenue, loss on sale of stwents and
asset impairments and write-offs. In addition, cesh provided by operating activities for fiscaD80eflects
primarily a decrease in accounts receivable andntories, offset by an increase in prepaid expeasdother
expenses, a decrease in deferred revenue andemdedn accounts payable and accrued liabilitiesodnts
receivable decreased primarily as a result of @erall decreased sales volume experienced andduesduction i
the use of extended credit as a promotional tochddition, certain credit scoring criteria weghtened during the
year in an effort to avoid increased bad debt egpelmventories decreased during fiscal 2008 asultrof out
clearance promotions and increased inventory obseiee charges taken during the fiscal year daged
inventory. The decrease in accounts payable andieddiabilities relates directly to our overallayeto-date
reduction in merchandise inventory and reductionasccrued operating expenses driven by our deateades
during fiscal 2008. In addition, we experienceduatns in accrued liabilities associated with sakg our
restructuring effort, internet marketing fees ame teserve for product returns due to lower sales.

Net cash provided by operating activities for fis2@07 reflects net income, as adjusted for deptiai and
amortization, share-based payment compensatiomnoonstock issued to employees, amortization ofrdede
revenue, gain on sale of property and investmeastet impairments and write off charges and equityet income
of affiliates. In addition, net cash provided byeogiting 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, offseabyncrease in inventory. Accounts receivable esed 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 inrdéfeesvenue is a
direct result of the sales growth volume experidnegh our private label and daranded credit card program wh
launched in fiscal 2006. The increase in accouayslple and accrued expenses is a direct resuieahtrease in
inventory levels and the timing of merchandise pagts, increased accruals associated with our priaael loyalty
point program and the restructuring initiative. S@éncreases were offset by decreases in accrisgébsabonuses
and accrued cable access and marketing fees. tmesincreased due to marginal fourth quarterssalereases ar
due to the timing of merchandise receipts.

Net cash provided by operating activities for fis2@06 reflects a net loss, as adjusted for deatieci 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.alddition, net cash provided by operating ac#sifior fiscal 2006
reflects decreases in inventory, prepaid expensgé®ther assets and an increase in deferred reyaocsunts
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 ovaradiritory levels.
Prepaid expenses decreased primarily as a redhi¢ dfiming of prepaid cable access fees. The asgrén 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 amodnesto
customers for returns. Accounts receivable increasenarily due to the overall increase in net saed
specifically due to increases in sales made uttjzxtended payment terms and the timing of custawikections
made under our ValuePay installment program.

As of January 31, 2009, we had approximately $48lBon due from customers under the ValuePay
installment program, compared to $99.9 million ebfuary 2, 2008. The decrease in ValuePay recesdiim
fiscal 2007 is directly related to the decreasedhsales experienced during fiscal 2008. Valuefasyintroduced
many years ago to increase sales and to respaichifar competitive programs while at the same tiexucing
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return rates on merchandise with above averageg@ltices. We record a reserve for uncollectildeoaints in our
financial statements in connection with ValuePastatiment sales and intend to continue to sell herdise using
the ValuePay program. Receivables generated frenv#thuePay program will be funded in fiscal 200&nfirour
present capital resources and future operating ftask.

Net cash provided by investing activities total@d $ million in fiscal 2008, compared to net caskdifor
investing activities of $475,000 in fiscal 2007 arat cash used for investing activities of $1.6iomilin fiscal 2006
Expenditures for property and equipment were $8lBomin fiscal 2008 compared to $11.8 millionfiscal 2007
and $11.5 million in fiscal 2006. Expenditures fwoperty and equipment during fiscal 2008, fis@0?2 and fiscal
2006 primarily include capital expenditures madetti@ development, upgrade and replacement of ctanpu
software and front-end enterprise resource planmingtomer care management and merchandising systelated
computer equipment, digital broadcasting equipnaaut other office equipment, warehouse equipmeatyation
equipment and building improvements. Principal fatoapital expenditures are expected to includeifiggade and
replacement of various enterprise software systémsexpansion of warehousing capacity and securityr
Bowling Green distribution facility, the upgradedadiigitalization of television production and trarission
equipment and related computer equipment assoaiatedhe expansion of our home shopping busineds a
e-commerce initiatives. During fiscal 2008, we ieed proceeds of $34.5 million from the sale ofrslamd long-
term investments and increased our restricted oalidteral balance by $1.6 million.

During fiscal 2007, we invested $82.9 million irrieaus short and long-term investments, we recepredeeds
of $50.5 million from the sale of short and longrtenvestments and received proceeds of $43.8anifiom the
sale of our RLM investment.

During fiscal 2006, we invested $21.6 million irrieaus short-term investments, received proceeds of
$31.0 million from the sale of short-term investriseand received proceeds of $500,000 from thecfaa internet
investment previously written off.

Net cash used for financing activities totaled $8i#fion in fiscal 2008 and related primarily toypaents of
$3.3 million in conjunction with the repurchase5&6,000 shares of our common stock and deferredindf cost
payments of $100,000. Net cash used for financatigiies totaled $26.6 million in fiscal 2007 arelated
primarily to payments made of $27.0 million in aangtion with the repurchase of 3,618,000 sharesiotommon
stock and payments of long-term lease obligatidr#l84,000, offset by cash proceeds received od FRD from
the exercise of stock options. Net cash used fianfting activities totaled $3.6 million in fisc@@6 and related
primarily to payments made of $4.7 million in comgtion with the repurchase of 406,000 shares ofoormon
stock and payments of lortigrm lease obligations of $363,000, offset by qastteeds received of $1.4 million fri
the exercise of stock options.

Contractual Cash Obligations and Commitments

The following table summarizes our obligations anthmitments as of January 31, 2009, and the effese
obligations and commitments are expected to haweuotiquidity and cash flow in future periods:

Payments Due by Perioc

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

Cable and satellite agreements $184,10: $55,88: $92,13¢ $3599¢ $ 88
Employment agreemen 4,38¢ 3,52¢ 85¢ — —
Operating lease 9,654 1,88¢ 2,91( 2,13¢ 2,72
Purchase order obligatio 14,67¢ 14,67¢ — — —
Total $212,81¢ $75,97: $95,90¢ $38,13¢ $ 2,80¢

(a) Future cable and satellite payment commitmentdased on subscriber levels as of January 31, 20d%uture
payment commitment amounts could increase or deerasithe number of cable and satellite subscribers
increase or decrease. Under certain circumstaopesators or we may cancel the agreements priexgation
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Impact of Inflation

We believe that inflation has not had a materigdast on our results of operations for each of theaf years in
the threeyear period ended January 31, 2009. We cannotegeurthat inflation will not have an adverse intpat
our operating results and financial condition itufe periods.

Critical Accounting Policies and Estimates

Management’s Discussion and Analysis of Financ@hdition and Results of Operations discusses our
consolidated financial statements, which have Ipgepared in accordance with accounting principkrsegally
accepted in the United States of America. The pegjmm of these financial statements requires mameegpt to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and theabsice 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 dpterm investments and intangible assets, accoaogsvable,
inventory and product returns. Management basesiisiates and assumptions on historical experiandeon
various other factors that are believed to be negisle under the circumstances, the results of wioich the basis
for making judgments about the carrying valuesssiess and liabilities that are not readily appafiemh other
sources. There can be no assurance that actulisredlnot differ from these estimates under diffint assumptiol
or conditions.

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

« Accounts receivable We utilize an installment payment program calMeduePay that entitles customers to
purchase merchandise and generally pay for thelraadise in two to six equal monthly credit card
installments in which we bear the risk for uncdileitity. As of January 31, 2009 and February 2020we
had approximately $46.3 million and $99.9 milli@spectively, due from customers under the ValuePay
installment program. We maintain allowances forlthu accounts for estimated losses resulting fthen
inability of our customers to make required payraeBstimates are used in determining the provifion
doubtful accounts and are based on historical ratesnnection with actual write offs and delinqgogmates,
historical collection experience, current consugredit trends, credit policy, current trends in tinedit
quality of our customer base, average length ofi®hy offers, average selling prices, our salesamik
accounts receivable aging. While credit losses Idsterically been within our expectations and the
provisions established, during fiscal 2008 and 28@8%&aw a significant increase in bad debt wrife diie to
the recent deterioration of consumer credit coupligld our mix shift to higher delinquency product
categories, increases in our average ValuePaylmstat length and increased sales to lower credites
customers. Provision for doubtful accounts recdagbrimarily related to our ValuePay program) fiscal
2008, fiscal 2007 and fiscal 2006 were $9.8 milli$h2.6 million and $6.1 million, respectively. Bason
our fiscal 2008 bad debt experience, a one-halftpotrease or decrease in our bad debt experenae
percentage of total television home shopping atetiet sales would have an impact of approximately
$2.8 million on consolidated distribution and sedliexpense

 Inventory. We value our inventory, which consists primadfyconsumer merchandise held for resale,
principally at the lower of average cost or redlieavalue. As of January 31, 2009 and Februarp@82we
had inventory balances of $51.1 million and $79idion, respectively. We regularly review inventory
quantities on hand and record a provision for exegsl obsolete inventory based primarily on a pdage
of the inventory balance as determined by its agespecific product category. In determining these
percentages, we look at our historical write-ofbesence, the specific merchandise categories nd, faur
historic recovery percentages on liquidations,dasts of future product television shows, histetiow
pricing and the current market value of gold. Psmn for excess and obsolete inventory for fis€I&,
fiscal 2007 and fiscal 2006 were $5.0 million, $t#Blion and $3.0 million, respectively. Based aur discal
2008 inventory write down experience, a 10% inaeearsdecrease in inventory write downs would haag h
an impact of approximately $502,000 on consolidaietisales less cost of sales (exclusive of degtieni
and amortization)
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« Product returns We record a reserve as a reduction of gross &alemticipated 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 anetigt sales have been approximately 31% to 33%theer
past three fiscal years. We estimate and evalbatadequacy of our returns reserve by analyzirtgrigsl
returns by merchandise category, looking at cureenhomic trends and changes in customer demankyand
analyzing the acceptance of new product lines. mggions and estimates are made and used in coanecti
with establishing the sales returns reserve inatpunting period. Reserves for product returnsisoal
2008, fiscal 2007 and fiscal 2006 were $2.8 milli$8.4 million and $8.5 million, respectively. Bdsan our
fiscal 2008 sales returns, a one-point increagieorease in our television and internet salesnstate
would have had an impact of approximately $2.9iamillon consolidated net sales less cost of salefu@ve
of depreciation and amortizatiot

« Long-term investments.As of January 31, 2009 our investment portfaliduded auction rate securities w
an estimated fair value of $15.7 million ($26.8lmail cost basis). Our auction rate securities aimarily
variable rate debt instruments that have underlgexyrities with contractual maturities greatentten year
and interest rates that are reset at auction pitinerery 28 days. These investment-grade auctos r
securities have failed to settle in auctions dufisgal 2007 and fiscal 2008. At this time, theseeistments
are not available to settle current obligations, @t liquid, and in the event we need to accessetifunds,
we will not be able to do so without a loss of pijate. The loss of principal could be significahwie needed
to access the funds within a short time horizonthedmarket for auction rate securities had natrnetd at
the time we sought to sell such securities. Assaltgin the fourth quarter of fiscal 2008, we netzd an
other-than-temporary impairment charge of $11.lioniland reduced the carrying value of our auctite
security investment portfolio to reflect a permarniemairment on these securities due to the coatinu
illiquidity of these investments and uncertaintgaeding what period of time they might be settlad &heir
ultimate value. While we believe that our estimated assumptions regarding the valuation of our
investments are reasonable, different assumptiounisl tilave a material affect on our valuatic

* FCC broadcasting licens: As of January 31, 2009 and February 2, 2008, ave hecorded an intangible
FCC broadcasting license asset totaling $23.1onikind $31.9 million, respectively, as a resulbaf
acquisition of Boston television station WWDP TV-#giscal 2003. In assessing the recoverabilitpaf
FCC broadcasting license asset, which we deterntmbdve an indefinite life, we must make assunmgtio
regarding estimated projected cash flows, recemtpemable asset market data and other factors ¢ondiete
the fair value of the related reporting unit. Wel laéa independent fair market appraisal valuatiafopeed
on our television station WWDP TV-46 in the fougharter of fiscal 2008. As a result of this faituea
appraisal, we recorded an intangible asset impairimie$8.8 million in the fourth quarter of fisc2D08 and
reduced the carrying value of our intangible FC@abicast license asset as of January 31, 2009. Waile
believe that our estimates and assumptions regatlavaluation of our reporting unit are reasoeabl
different assumptions or future events could maligraffect our valuations

« Intangible assets As of January 31, 2009 and February 2, 2008, ageadmortizable intangible assets
totaling $7.5 million and $11.5 million, respectiyefor the trademark license agreement with NBQId the
distribution and marketing agreement entered irith WBCU. We performed an impairment test with e
to these amortizable intangible assets in the floguiarter of fiscal 2008 using an undiscounted ¢ash
analysis as stipulated by SFAS No. 1Adcounting for the Impairment or Disposal of Longdd Assets
and determined that an impairment had not occuiregissessing the recoverability of our intangdssets,
we must make assumptions regarding estimated foasgie flows and other factors to determine theviaine
of the respective assets and reporting units. Wirldelieve that our estimates and assumptionsdieggthe
valuation are reasonable, different assumptiorigtare events could materially affect our valuasic

» Stock-based compensatiotWe account for stock-based compensation issuethfiloyees in accordance
with Statement of Financial Accounting Standards N8(R) (revised 2004ghare-Based Paymenivhich
revised SFAS No. 123 ccounting for Stock-Based Compensatiand superseded APB Opinion No. 25,
Accounting for Stock Issued to Employ. This standard requires compensation costs refatelil share-
based payment transactions to be recognized ifinttuecial statements at fair value. The fair vabfieach

47




Table of Contents

option award is estimated on the date of grantguie Black-Scholes option pricing model that uses
assumptions for stock volatility, option termskrfsee interest rates and dividend yields. Expected
volatilities are based on the historical volatilitiiour stock. Expected term is calculated usirgy th
simplified method taking into consideration theiopts contractual life and vesting terms. The risde
interest rate for periods within the contractud bf the option is based on the U.S. Treasurydyeglrve in
effect at the time of grant. Expected dividenddsehre not used in the fair value computationsebave
never declared or paid dividends on our commorkstthile we believe that our estimates and
assumptions regarding the valuation of our shasedawards are reasonable, different assumptiarid co
have a material affect on our valuatio

» Deferred taxes We account for income taxes under the liabiligtihhod 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 conserpseof
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 dateeoétiactment
of such laws. We assess the recoverability of eferded tax assets in accordance with the prowdsidn
Statement of Financial Accounting Standards No, Ag@8ounting for Income TaxeJ he ultimate realizatic
of deferred tax assets is dependent upon the geredd future taxable income during the periodsvimch
those temporary differences become deductible. femant considers the scheduled reversal of defeared
liabilities, projected future taxable income anxl péanning strategies in making this assessment. In
accordance with that standard, as of January 319 286d February 2, 2008, we recorded a valuation
allowance of approximately $91.6 million and $56#ilion, respectively, for our net deferred taxetssand
net operating and capital loss carryforwards. Basedur recent history of losses, a full valuatdiowance
was recorded in fiscal 2008, fiscal 2007 and fi&6 and was calculated in accordance with theigions
of SFAS No. 109, which places primary importanceoanmost recent operating results when assedsing t
need for a valuation allowance. We intend to maindsfull valuation allowance for our net defertest
assets and loss carryforwards until sufficient {pesievidence exists to support reversal of alloves:

Recently Issued Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&alard issued Statement of Financial Accounting
Standards No. 141(RBusiness CombinationSFAS No. 141(R) applies to all transactions or o#wents in which
an entity obtains control of one or more businesSEAS No. 141(R) establishes how the acquirertmisiness
should recognize, measure and disclose in its €imhstatements the identifiable assets and gobdedguired, the
liabilities assumed and any noncontrolling inteieshe acquired business. SFAS No. 141(R) is edpli
prospectively for all business combinations witheaquisition date on or after the beginning offtte annual
reporting period beginning on or after December2l®)8, with early application prohibited.

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. In past years, we held certaintgqovestments in
the form of common stock purchase warrants in puimpanies and accounted for these investmeiatsciordanc
with the provisions of SFAS No. 13&¢ccounting for Derivative Instruments and Hedgirgjivities. We no longer
have investments of that nature. Our operationg@mducted primarily in the United States and artesabject to
foreign currency exchange rate risk. However, sofrmur products are sourced internationally and fhagtuate in
cost as a result of foreign currency swings. Weenily have no long-term debt, and accordingly,rave
significantly exposed to interest rate risk, althloichanges in market interest rates do impactetel bf interest
income earned on our substantial cash and shofdbageterm investment 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 subsid&(the
“Company”) as of January 31, 2009 and Februar0@82nd the related consolidated statements ofatipas,
shareholders’ equity and cash flows for each ofygweg's in the period ended January 31, 2009. Gditsaalso
included the financial statement schedule listehélndex at Item 15. These financial statememdsfenancial
statement schedule are the responsibility of the@zoy’s management. Our responsibility is to expeesopinion
on these financial statements and the financi&steant 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@ring, 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. andbsidiaries as of January 31, 2009 and Februa29@3, and the
results of its operations and its cash flows farheaf the years in the period ended January 319,28@onformity
with accounting principles generally accepted i thmited States of America. Also, in our opinidme financial
statement schedule, when considered in relatitinetdasic consolidated financial statements takemwhole,
present fairly in all material respects, the infation set forth therein.

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 January 31, 2009, based oeraitstablished
in Internal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatidrise Treadway
Commission, and our report dated April 16, 200§regsed an unqualified opinion on the Company&rira
control over financial reporting.

/s/ DELOITTE & TOUCHE LLP
Minneapolis, MN

April 16, 2009
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

January 31, February 2,
2009 2008
(In thousands, except shar

and per share data)

ASSETS
Current assets:
Cash and cash equivale $ 53,84t $ 25,60¢
Restricted cas 1,58¢
Shor-term investment — 33,47:
Accounts receivable, n 51,31( 109,48¢
Inventories 51,057 79,44«
Prepaid expenses and ot 3,66¢ 4,172
Total current asse 161,46! 252,18
Long-term investments 15,72¢ 26,30¢
Property and equipment, net 31,72 36,627
FCC broadcasting license 23,11: 31,94
NBC Trademark License Agreement, net 7,381 10,60¢
Other assets 2,08¢ 1,418
$ 241,500 $359,08(
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 64,61 $ 73,09:
Accrued liabilities 30,657 44,60¢
Deferred revenu 71€ 64¢
Total current liabilities 95,98¢ 118,35(
Deferred revenue 1,84¢ 2,32
Commitments and contingencie(Notes 11 and 1Z
Series A Redeemable Convertible Preferred Stock,®L par value, 5,339,500 share
authorized; 5,339,500 shares issued and outstanding 44,19 43,89¢
Shareholders’ equity:
Common stock, $.01 par value, 100,000,000 shatkerdzed; 33,690,266 and
34,070,422 shares issued and outstan 337 341
Warrants to purchase 29,487 and 2,036,858 shamswhon stocl 13¢ 12,041
Additional paic-in capital 286,38 274,17
Accumulated other comprehensive los — (2,459
Accumulated defici (187,38 (89,590
Total shareholde’ equity 99,47: 194,51(
$ 241,500 $359,08(

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

For the Years Ended

January 31, February 2, February 3,
2009 2008 2007
(In thousands, except share and per share dat.

Net sales $ 56751 $ 78155( $ 767,27
Cost of sales(exclusive of depreciation and amortization showlow) 384,76 510,53! 500,11«
Operating (income) expenses

Distribution and selling 214,95t 241,68: 226,45(

General and administrati 23,14 24,89¢ 27,92:

Depreciation and amortizatic 17,291 19,99: 22,23¢

Restructuring cosl 4,29¢ 5,04: 29

CEO transition cost 2,681 2,451 —

FCC license impairmer 8,83 — —

Total operating expens 271,20 294,06° 276,64(

Operating loss (88,459 (23,057) (9,479
Other income (expense)

Write down of auction rate securiti (12,077 — —

Other (969) (18¢€) 35C

Interest incomi 2,73¢ 5,68( 3,80z

Total other income (expens (9,307) 5,494 4,152

Loss from before income taxes and equity in net irene of affiliates (97,760 (17,55%) (5,3279)

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

Income tax benefit (provisiot (33 (839) (75)

Equity in net income of affiliate — 60¢ 3,00¢
Net income (loss (97,799 22,45; (2,39¢6)
Accretion of redeemable preferred stock (293) (297) (289
Net income (loss) available to common shareholders $ (98,08 $ 22,16 $ (2,685
Net income (loss) per common shat $ (292) $ 0.5 $ (0.07)
Net income (loss) per common shar— assuming dilution $ (2.92) $ 0.5 $ (0.07)
Weighted average number of common shares outsigr

Basic 33,598,17 41,992,146  37,646,16

Diluted 33,598,17 42,010,97 37,646,16

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 January 31, 2009, February 2008 and February 3, 2007

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 incomr

Repurchase of common sto
Exercise of stock options and common st
issuance:
Stock purchase warrants forfeit
Share-based payment compensat
Accretion on redeemable preferred st
Balance, February 2, 200¢
Net loss
Other comprehensive loss, net of t
Unrealized loss on securiti
Losses on securities included in net |
Comprehensive los
Repurchase of common sta
Common stock issuanc
Stock purchase warrants forfeit
Shar-based payment compensat
Accretion on redeemable preferred st
Balance, January 31, 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
37,643,67 $ 37€ $34,02¢ $ 278,26t $ 154 $ — $ (109,646 % 202,87:
$ 2,396 (2,39 (2,39
(405,68!) 4) — (4,695 — — — (4,699
355,77 4 — 1,45¢ — — — 1,45¢
— — (11,05) 11,05° — — — —
— — — 1,901 — — — 1,901
— — — (159 154 = = =
— — — (289) — — — (28¢9)
37,593,76 37€ 22,97: 287,54. — — (112,04 198,84°
$ 22,45; 22,45; 22,45;
(2,459 —_ —_ —_ —_ —_ (2,45¢) —_ (2,459
$ 19,00
(3,617,56) (36) — (26,94¢) — — — (26,989
94,21¢ 1 — 52t — — — 52€
— — (10,93 10,93 — — — —
— — = 2,41¢ — = = 2,41¢
— — — (297) — — — (291)
37,070,42 341 12,04: 274,17. — (2,45¢) (89,59() 194,51(
$ (97,799 (97,799 (97,799
(3,860 — — — — — (3,860) (3,860
6,314 = = = = = 6,31¢ = 6,31
$ (95,339
(556,33() (6) — (3,31)) — — — (3,319
176,17- 2 — (19 — — — 17
— — (11,909 11,90 = = = =
— — — 3,92¢ — — — 3,92¢
— — — (299) — — — (293
33,690,26 $ 337 $§ 13t $ 286,38( $ — 3 — $ (187,38) % 99,47:

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

OPERATING ACTIVITIES:
Net income (loss

Adjustments to reconcile net income (loss) to rehcprovided by

operating activities
Depreciation and amortizatic
Share-based payment compensat
Common stock issued to employe
Amortization of deferred revent
Loss (gain) on sale of property and investm:
Asset impairments and wr-offs
Equity in net income of affiliate
RLM dividends
Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and otl
Deferred revenu
Accounts payable and accrued liabilit
Net cash provided by operating activit
INVESTING ACTIVITIES:
Property and equipment additic
Proceeds from sale of investment in RLM and prog
Purchase of investmer
Proceeds from sale of short and I-term investment
Change in restricted ca
Net cash provided by (used for) investing actigi
FINANCING ACTIVITIES:
Proceeds from exercise of stock optir
Payments for repurchases of common s
Payment of deferred offering co:
Payment of lon-term obligations
Net cash used for financing activiti
Net increase (decrease) in cash and cash equis
BEGINNING CASH AND CASH EQUIVALENTS

ENDING CASH AND CASH EQUIVALENTS

The accompanying notes are an integral part ottheasolidated financial statements.
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For the Years Ended

January 31, February 2, February 3,
2009 2008 2007
(In thousands)
$ (97,799 $ 22,45. $ (2,396
17,29° 19,99: 22,23¢
3,92¢ 2,41¢ 1,901
— 12 24
(287) (287) (119)
96 (40,240 (500)
19,90/ 42¢ 17¢
— (60S) (3,006)
— — 25C
58,17¢ 7,680  (29,69))
28,387 (12,829 1,222
(64) 1,532 3,59¢
(11€) 1,18¢ 2,18¢
(23,309 9,44¢ 7,651
7,10C 11,18¢ 3,54¢
(8,31 (11,789 (11,470
— 43,75( 50C
—  (82,91) (21,62)
34,464 50,47 31,03¢
(1,58 —
24,55 (475) (1,567)
— 514 1,43¢
(3,317) (26,98 (4,699
(100 - =
— (134) (363)
(3,417 (26,60 (3,627)
28,24(  (15,89) (1,647
25,60¢ 41,49¢ 43,14
$ 53,84t $ 2560 $ 41,49¢
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended January 31, 2009, February 2, 2008, arkkebruary 3, 2007

1. The Company:

ValueVision Media, Inc. and subsidiaries (the “Camny") is an integrated multi-channel retailer thregrkets,
sells and distributes its products directly to eaomers through various forms of electronic medise Tompany’s
operating strategy incorporates distribution fratetision, internet and mobile devices.

The Company’s television home shopping business asair spokespersons to market brand name avatgri
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 puseta month-to-
month full and part-time lease agreements of cabtébroadcast television time. In addition, the @any
distributes its programming through one Company-eavfull power television station in Boston, Masas#tts and
through leased carriage on full power televisiatishs in Pittsburgh, Pennsylvania and Seattle,Hiigson. The
Company also markets a broad array of merchanklisegh its internet shopping websites, www.ShopNB@
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 thrvlay 2011. Pursuant to the license, the Compaeyabes
its television home shopping network under the StBp brand name and operates its internet websderuhe
ShopNBC.com brand name.

The Company, through its wholly owned subsidiary] ¥ulfilment Center, Inc. provides fulfillment an
warehousing services for the fulfillment of merctise sold by the Company.

2. Summary of Significant Accounting Policies:
Fiscal Year

The Company’s most recently completed fiscal yeaied on January 31, 2009 and is designated fi€d.2
The year ended February 2, 2008 is desighated 206 and the year ended February 3, 2007 is datgd fiscal
2006. The Company reports on a 52/53 week fiscal yhich ends on the Saturday nearest to Januafjhgl
52/53 week fiscal year allows for the weekly andhthty comparability of sales results relating te thompany’s
television home-shopping and internet businessash Bf fiscal 2008, fiscal 2007 and fiscal 2006taored
52 weeks.

Basis of Presentation

The accompanying consolidated financial statemieae been prepared on a going concern basis. The
Company experienced operating losses of approxim®88.5 million, $23.1 million and $9.5 million iiiscal 2008
fiscal 2007 and fiscal 2006, respectively. The Canmypreported a net loss of $97.8 million in fis2@D8. As a resL
of these and other previously reported lossesCtimapany has an accumulated deficit of $187.4 milko
January 31, 2009. The Company and other retaiberglly are particularly sensitive to adverse gl@zonomic
and business conditions, in particular to the edttesy result in a loss of consumer confidencedeateases in
consumer spending, particularly discretionary spendrhe recent world-wide credit market disrup@nd
economic slowdown have negatively impacted consuwmefidence, consumer spending and, consequentty, o
business. The timing and nature of any recovetiiércredit and financial markets, as well as theega economic
climate, continues to remain uncertain, and ther@iassurance that market conditions will impriovine near
future or that the Company’s results will not cang to be adversely affected.

The Company has taken initiatives to significaméigluce its operating costs, primarily costs assediaith our
cable and satellite program distribution that hiasohically represented approximately 50% of therpany’s
recurring operating expenses. Cable and satelftelzlition agreements representing a majorityheftotal cable
and satellite households who currently receive@bmpany'’s television programming were schedulegigre at

55




Table of Contents

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

the end of the 2008 calendar year. A number ofrthr agreements have been renegotiated and reraiad
time; and for other of the major agreements, weetahtained temporary extensions while we continue o
negotiations. Failure to successfully renew renmgjrtiable agreements covering a material portichegxisting
cable households on acceptable financial termsicadVersely affect future growth, sales revenugsrating cash
balances and earnings unless the Company arramgakdrnative means of broadly distributing iteWsion
programming. Additionally, the Company has furtregtuced other operating expenses as a result efaev
reductions in its salaried workforce and significeeductions in all non-revenue-related discretigrspending. The
Company will continue to work to improve productum rates and call center and warehousing praugs$simake
our transactional costs competitive in the markate

On February 25, 2009, the Company restructureceatehded its remaining $40.9 million preferred ktoash
redemption commitment to GE Capital out to 2013 2084 thus enhancing its near term liquidity positiThe
Company anticipates that its existing capital resesiand cash flows from operations will be adegjtmsatisfy our
liquidity requirements through fiscal 2009. To aekb future liquidity needs management’s plans delursuing
alternative financing arrangements and further cedpoperating expenditures as necessary to nseeash
requirements. However, there is no assuranceithauired, the Company will be able to raise #iddal capital or
reduce discretionary spending to provide the reguliquidity which, in turn, may have an adverseafon results
of operations and financial position.

Principles of Consolidation

The accompanying consolidated financial statemieotade the accounts of the Company and its wholipec
subsidiaries. Intercompany accounts and transachiame been eliminated in consolidation.

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 accordaitbeEmerging Issues Task Force Issue No. 00At@punting
for Shipping and Handling Fees and C. The Company classifies shipping and handlingscimsthe accompanyi
statements of operations as a component of castle$. Revenue is reported net of estimated satiess and
excludes sales taxes. Sales returns are estimadegravided for at the time of sale based on hisdbexperience.
Payments received for unfilled orders are refleeie@ component of accrued liabilities.

Revenue is recognized for the Company’s fulfillmsetvices when the services are provided in acocela
with the Company'’s contractual obligation, the saece is fixed or determinable and collectibiigyreasonably
assured. The Company'’s customary shipping termigsféulfillment services are Freight-On-Board gfiigg point.

Accounts receivable consist primarily of amounts éhom customers for merchandise sales and froditcre
card companies, and are reflected net of reseoresstimated uncollectible amounts of $6,063,00Ikauary 31,
2009 and $6,888,000 at February 2, 2008. The Coynpiglizes an installment payment program calleduéRay
that entitles customers to purchase merchandisgamerally pay for the merchandise in two or mayeaé monthly
credit card installments. As of January 31, 2009 Bebruary 2, 2008, the Company had approximatéty3r4,000
and $99,875,000, respectively, of net receivablesftbm customers under the ValuePay installmergnam. The
Company maintains allowances for doubtful accototgstimated losses resulting from the inabilityte
customers to make required payments. Provisioddabtful accounts receivable (primarily relatedhe
Company'’s ValuePay program) for fiscal 2008, fis2@D7 and fiscal 2006 were $9,826,000, $12,613z0@D
$6,065,000, respectively.

Cost of Sales and Other Operating Expenses

Cost of sales includes primarily the cost of menchise sold, shipping and handling costs, inbouaidfit costs
excess and obsolete inventory charges and custmnegesy credits. Purchasing and receiving costs,
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

including costs of inspection, are included asrapanent of distribution and selling expense andewer
approximately $9,524,000, $10,289,000 and $11,889{0r fiscal 2008, fiscal 2007 and fiscal 200&pectively.
Distribution and selling expense consist primaoifycable and satellite access fees, credit cas] fesd debt expen
and costs associated with purchasing and receiwisgection, marketing and advertising, show prd¢idagc website
marketing and merchandising, telemarketing, cust@aerice, warehousing and fulfillment. General and
administrative expense consists primarily of castsociated with executive, legal, accounting anairfte,
information systems and human resources departisaifte/are and system maintenance contracts, insera
investor and public relations and director fees.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash, monggetfands 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.

Restricted Cash

At January 31, 2009, the Company had restricted 08$1,589,000. The restricted cash primarily atelfalize:
the Company'’s issuances of standby and commeettals of credit.

Short and Long-Term Investments

The Company classifies its investments as shamnt-tarlong-term based on maturity date. The Company’
investments consist principally of corporate deduisities which are classified as either availdbtesale or held-to-
maturity, depending on management’s investmenhiigrs relating to these securities. Availabledafe securities
are carried at fair value. Changes in fair valuaailable-for-sale securities are recorded inotioenprehensive
income. Investments categorized as held-to-matargycarried at amortized cost because the Conpasipoth the
intent and ability to hold these investments utily mature. Premiums and discounts are amortizadaeted into
earnings over the life of the related security.i@@nds or interest income is recognized when earfeel Company
owns no investments that are classified as traskgrities.

Securities with gross unrealized losses on the Gorylp year end consolidated balance sheet date arecsid
a process for identifying other-than-temporary impants. Securities that the Company deems to ter-dhan-
temporarily impaired are written down to fair valnethe period the impairment occurs. The assessaferhether
such impairment has occurred is based on managenesatuation of the underlying reasons for thelidedn fair
value on an individual security basis. The Compemysiders a wide range of factors about the secanidl uses its
best judgment in evaluating the cause of the dedfirthe estimated fair value of the security dregrospects for
recovery. When an adverse change in expected kagh dccurs, and if the fair value of a securit{eiss than its
carrying value, the investment is written downdo fralue through a permanent reduction of its.dostter-than-
temporary impairment charges are included in thesolidated statement of operations. Temporary impetits are
recorded in the other comprehensive income comparfeshareholders’ equity.

Inventories

Inventories, which consists of consumer merchariide for resale, are stated principally at thedpwf
average cost or realizable value and are reflest¢df markdowns of $7,381,000 at January 31, 200D
$4,103,000 at February 2, 2008.
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Advertising Costs

Promotional advertising, including internet seamtdirketing fees and direct response customer maiting
expensed in the period the advertising initialkets place. Other direct-response advertising cpsatgjing and
postage expenditures, are capitalized and amortizedthe period during which the benefits are eige: The
Company receives vendor allowances for the reindmest of certain advertising costs. Advertisingwlinces
received by the Company are recorded as a reduztiexrpense and were $1,472,000, $2,020,000 ant, @38 for
fiscal 2008, fiscal 2007 and fiscal 2006, respa&dyivTotal advertising costs and internet searctketing fees, afte
reflecting allowances given by vendors, totaled,$38,000, $24,838,000 and $18,610,000 for fiscAB2€iscal
2007 and fiscal 2006, respectively, and consistagrily of contractual marketing fees paid to certeable
operators for cross channel promotions and intexdeeértising paid to search engine operators aifictdriving
affiliate websites. The Company includes advergjsiosts as a component of distribution and se#ixgense in the
Company’s consolidated statement of operations.

Property and Equipment

Property and equipment are stated at cost. Imprem&srand renewals that extend the life of an asset
capitalized and depreciated. Repairs and maintenareccharged to expense as incurred. The costcoenulated
depreciation of property and equipment retiredtbenwise disposed of are removed from the relatedwnts, 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.

Intangible Assets

The Company’s primary identifiable intangible assatlude an FCC broadcast license and a tradelicarise
agreement. Identifiable intangibles with finitedarzare amortized and those identifiable intangibi#is indefinite
lives are not amortized. Identifiable intangiblsets that are subject to amortization are evaldateichpairment
whenever events or changes in circumstances irdibat the carrying amount may not be recoveradmtifiable
intangible assets not subject to amortization estet for impairment annually or more frequentlgvénts warrant.
The impairment test consists of a comparison ofdirevalue of the intangible asset with its camgyiamount.

Income Taxes

The Company accounts for income taxes under théditiamethod of accounting in accordance with the
provisions of Statement of Financial Accountingr8i@rds No. 109 ccounting for Income Taxeshereby deferre
tax assets and liabilities are recognized for ttpeeted future tax consequences of temporary diffezs between
financial statement and tax basis of assets ahifliti@s. Deferred tax assets and liabilities ad@iated for the effec
of changes in tax laws and rates on the date ofrtaetment of such laws. The Company assessesdieerability
of its deferred tax assets in accordance with theigions of SFAS No. 109.

The Company adopted the provisions of FASB Integtien No. 48 Accounting for Uncertainty in Income
Taxes, on February 4, 2007. No cumulative effect refatin adoption of FIN 48 resulted. As of the datadbption
as well as on February 2, 2008 and January 31,,2008 were no unrecognized tax benefits for uagetax
positions.

The Company recognizes interest and penaltiesrbtatuncertain tax positions within income taxenge.

The Company is subject to U.S. federal income tarand the taxing authorities of various statdse T
Company’s tax years for 2005, 2006, and 2007 aneiathy subject to examination by taxing authostig/ith
limited exceptions, the Company is no longer sutiied).S. federal, state, or local examinationgayyauthorities
for years before 2005.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

Net Income (Loss) Per Common Share

Basic earnings per share is computed by dividipgnted earnings by the weighted average humbeorofmon
shares outstanding for the reported period follawthre two-class method. The effect of the Compmpgrticipating
convertible preferred stock is included in basimaas per share under the two-class method ifidéuDiluted
EPS reflects the potential dilution that could ada€gecurities or other contracts to issue comrstoick were
exercised or converted into common stock of the gamy during reported periods.

A reconciliation of earnings per share calculatiand the number of shares used in the calculafibasic
earnings per share under the two-class methodiarntddiearnings per share is as follows:

For the Years Ended

February 2, February 2, February 3,
2008 2008 2007

Net income (loss) from continuing operatic $(97,793,00 $22,452,00 $ (2,396,001
Weighted average number of common shares outsiguogding

two-class metho 33,598,00 36,652,00 37,646,00
Effect of participating convertible preferred stc — 5,340,001 —
Weighted average number of common shares outstgungding

two-class metho— Basic 33,598,00 41,992,00 37,646,00
Dilutive effect of stock options, n-vested shares and warra — 19,00( —
Weighted average number of common shares outstgrein

Diluted 33,598,00 42,011,00 37,646,00
Net income (loss) from continuing operations penown sharc  $ (292) $ 05: §% (0.07)
Net income (loss) from continuing operations penown shari

— assuming dilutior $ (299 $ 05 $ (0.07)

For fiscal 2008 and fiscal 2006, approximatelyafid 228,000, respectively, in-the-money potentidilytive
common share stock options and warrants and 5,8@@ares of convertible preferred stock have keetuded
from the computation of diluted earnings per shasethe effect of their inclusion would be antutiite.

Comprehensive Income (Loss)

For the Company, comprehensive income (loss) isptbed as net earnings plus other items that aceded
directly to shareholders’ equity. Total compreheasncome (loss) was $(95,339,000), $19,998,000 and
$(2,396,000) for fiscal 2008, fiscal 2007 and fl2206, respectively.

Fair Value of Financial Instruments

Statement of Financial Accounting Standards No, Di§closures about Fair Value of Financial Instrunten
requires disclosures of fair value information atfmancial instruments for which it is practicaliteestimate that
value. In cases where quoted market prices aravaitable, fair values are based on estimates ys#gent value «
other valuation techniques. Those techniques grefisiantly affected by the assumptions used, idicig discount
rate and estimates of future cash flows. In thgare, the derived fair value estimates cannot betaatiated by
comparison to independent markets and, in manyscasald not be realized in immediate settlemerthef
instrument. SFAS No. 107 excludes certain finanastruments and all non-financial instruments fritgn
disclosure requirements. Accordingly, the aggrefgitevalue of amounts presented do not representihderlying
value of the Company.
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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 usjungted 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 toeregkmates 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 Compaihygliimg 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 issiewmt
vested as of the date of adoption.

In accordance with SFAS 123(R), the estimated giate fair value of each stock-based award is rEzed in
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 Caupn
cost over the requisite service periods based @mirket value on the date of grant.

Recently Issued Accounting Pronouncements

In December 2007, the Financial Accounting Stansl&wlard issued Statement of Financial Accounting
Standards No. 141(RBusiness CombinationsSFAS No. 141(R) applies to all transactions teoevents 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 December2®)8, with early application prohibited.
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3. Property and Equipment:

Property and equipment in the accompanying consi@itibalance sheets consisted of the following:

Estimated

Useful Life January 31, February 2,

(In Years) 2009 2008
Land and improvemen — $ 3,454,000 $ 3,454,00
Buildings and improvemen 5-40 22,158,00 21,885,00
Transmission and production equipm 5-10 8,593,001 8,267,00
Office and warehouse equipme 3-15 11,024,00 10,790,00
Computer hardware, software and telephone equip 3-7 68,298,00 64,210,00
Leasehold improvemen 35 3,110,001 3,136,00!
Less— Accumulated depreciation and amortizat (84,914,00) (75,115,00)

$31,723,00  $36,627,00

4. Intangible Assets:

Intangible assets in the accompanying consolidaééahce sheets consisted of the following:

Weighted January 31, 200¢ February 2, 2008
Average Gross Gross
Life Carrying Accumulated Carrying Accumulated
(Years) Amount Amortization Amount Amortization
Amortized intangible assel
NBC trademark license agreem: 10.5 $34,437,00 $(27,056,00) $34,437,00 $(23,829,00)
Cable distribution and marketing agreem 9.t 8,278,000 (8,122,00) 8,278,000  (7,406,00i)

$42,715,00 $(35,178,00) $42,715,00 $(31,235,00)

Unamortized intangible asse
FCC broadcast licen $23,111,00 $31,943,00

Amortization expense in fiscal 2008, fiscal 200 éiscal 2006 was $3,943,000, $4,113,000 and $40022
respectively. Estimated amortization expense fentxt five years is as follows: $3,383,000 indis2009,
$3,227,000 in fiscal 2010 and $927,000 in fiscdl 20

In the fourth quarter of fiscal 2008, the Compastjireated the fair value of its FCC broadcast lieelmg using
an incomebased discounted cash flow model with the assistahan independent outside fair value consultBime
discounted cash flow model included certain assigngtincluding revenues, operating profit and &alist rate.
Further, the Company also considered recent comjgaasset market data to assist in determiningvédire. As a
result of its fair value estimate, the Company rded an intangible asset impairment of $8,832,800¢é fourth
quarter of fiscal 2008 and reduced the carryingealf the intangible FCC broadcast license asset danuary 31,
20009.

During the third and fourth quarters of fiscal 2088 Company experienced a significant declingéprice o
its publicly-traded common stock and, accordinglgignificant decline in its market capitalizatiémthe fourth
quarter, the Company evaluated whether the detliite market capitalization resulting from a restéow market
value of the Company’s stock was an indicator g¥airment. The Company performed an undiscountell ftas
analysis based on a forecasted cash flow modeirtblaided certain significant cost saving assunmstiavith
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respect to cable and satellite distribution casicstire as well as other cost-saving initiativeshsas headcount
reductions and reduced discretionary spending asddon that analysis concluded there had notdreen
impairment as of January 31, 2009. However, ifGloenpany is unable to successfully execute its glans

successfully meet its fiscal 2009 operating plaa,Gompany may be required to write down the cagrgimount of
some or all of its intangible and other long-liveeskets to fair value in a future period.

5. Accrued Liabilities:

Accrued liabilities in the accompanying consolidbbalance sheets consisted of the following:

January 31, February 2,
2009 2008
Accrued cable access fe $11,503,000 $13,483,00
Accrued salaries and relat 2,584,001 4,640,00!
Reserve for product retur 2,770,001 8,376,001
Other 13,800,00 18,110,00

$30,657,000  $44,609,00

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

During fiscal 2006, the Company introduced andhdistiaed a new private label and co-brand revolving
consumer credit card program (the “Program”). ThegRam is made available to all qualified consunfershe
financing of purchases of products from ShopNBC fandhe financing of purchases of products angises from
other non-ShopNBC retailers. The Program is intdridébe used by cardholders for purchases madeplynfior
personal, family or household use. The issuing bate sole owner of the account issued undePthgram and
absorbs losses associated with pagment by cardholders. The issuing bank paystéettee Company based on-
number of credit card accounts activated and oth gsage. Once a customer is approved to recei@pNBC
private label or co-branded credit card and thd @aactivated, the customer is eligible to paptde in the
Companys credit card rewards program. Under the origiealards program, points were earned on purchases
with the credit cards at ShopNBC and other retailenere the co-branded card is accepted. Cardisolday
accumulated the requisite number of points wengeds $50 certificate award towards the future Ipase of
ShopNBC merchandise. These certificate awards egfier twelve months if unredeemed. Beginnindghangecond
quarter of fiscal 2008, the rewards program wasifieatdsuch that newly activated card holders obtirimmediat
$25 credit upon activation and first purchase ater| upon the accumulation of the requisite nunob@oints, card
holders are issued a $25 certificate award towdrel$uture purchase of ShopNBC merchandise. Thesiicate
awards expire after 90 days if unredeemed. The @osnpccounts for the rewards program in accorduiitbe
Emerging Issues Task Force issue No. 00A2Z2punting for “Points” and Certain Other Time-Babker Volume-
Based Sales Incentive Offers, and Offers for Freelcts or Services to Be Delivered in the Ful. The value of
points earned is included in accrued liabilitied amcorded as a reduction in revenue as pointsared, based on
the retail value of points that are projected tadmeemed. The Company accounts for the Privatellaatd Co-
Brand Credit Card Agreement in accordance with BN 00-21 Revenue Arrangements with Multiple
Deliverables. In connection with the introduction of the Pragrahe Company entered into a Private Label Credit
Card and Co-Brand Credit Card Consumer Programekgeat with GE Money Bank for the financing of ptiva
label credit card purchases from ShopNBC and fefittencing of co-brand credit card purchases oflpcts and
services from other no8hopNBC retailers. The Company received a milliottad signing bonus as an incentive
the Company to enter into the agreement. The sigmimus has been recorded as deferred revenue in th
accompanying financial statements and is beinggmzed as revenue over the six-year term of theeagent.
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GE Money Bank, the issuing bank for the progranmdérectly wholly-owned by the General Electric Comp
(“GE"), which is also the parent company of NBCWaBE Equity. NBCU and GE Equity have a substantial
percentage ownership in the Company and together the right to select three members of the Comzalnyard c
directors.

7. Short and Long-Term Investments:

Short and long-term investments include the folluyvavailable-for-sale securities at January 31920
February 2, 2008:

January 31, 2009

Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Long-term:
Auction-rate securitie $15,728,00 $ — 3 —  $15,728,00
February 2, 2008
Gross Gross
Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
Shor-term:
Auction-rate securitie $ 6,502,000 $ — % — % 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

Short and long-term investments include the follayviheld-to-maturity securities at February 2, 2008:

February 2, 2008

Gross Gross
Carrying Unrecognized Unrecognized Estimated
Amount Holding Gains Holding Losse: Fair Value
Shor-term:
Corporate bond $22,883,00 $ 122000 $ 87,000 $22,918,00
Long-term:
Corporate bond $ 1,960,000 % — 3 28,00 $ 1,932,00

The following table summarizes the contractual mtds of the Company’s short and long-term delsusiéies
as of January 31, 2009:

Less than one ye: $ —
Mature in -2 years —
Mature after 5 yeatr 15,728,00

$15,728,00

Proceeds from sales of available-for-sale and teelthaturity securities were $34,464,000, $50,477,@0d
$31,035,000 during fiscal 2008, fiscal 2007 anddi2006, respectively. Sales of available-for-saleurities in
fiscal 2008, fiscal 2007 and fiscal 2006 resultedd gains or losses recorded. During fiscal 26888 Company
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sold held-to-maturity securities with a net cargyamount of $8,881,000 due to the significant detation of the
issuer’s creditworthiness. The sales of these #@suresulted in the recording of losses totah®$9,000. The cost
of all securities sold is based on the specifinffieation method. The Company recorded chargestioer-than-
temporary impairment securities of $11,072,000,,8J@ and $-0- during fiscal 2008, fiscal 2007 asdél 2006,
respectively.

At January 31, 2009, the Company'’s investment photincluded auction rate securities with an eatied fair
value of $15,728,000 ($26,800,000 original cosid)a¥he Company’s auction rate securities are grilynvariable
rate debt instruments that have underlying seesritiith contractual maturities greater than tensiddolders of
auction rate securities can either sell throughatinetion or bid based on a desired interest ratmlak and accept the
reset rate. If there are insufficient buyers, tthenauction fails and holders are unable to ligigidhaeir investment
through the auction. A failed auction is not a détfaf the debt instrument, but does set a newdésterate in
accordance with the original terms of the debtrumsent. The result of a failed auction is thatalhetion rate
security continues to pay interest in accordandh its terms. Auctions continue to be held as saleetuntil the
auction rate security matures or until it is call@tlese investment-grade auction rate securities faled to settle
in auctions beginning in fiscal 2007 and througitdil 2008. At this time, these investments areamatiable to sett
current obligations, are not liquid, and in therwhe Company needs to access these funds, thpa@gmvould nc
be able to do so without a loss of principal. Téeslof principal could be significant if the Compareeded to
access the funds within a short time horizon aedtlrket for auction rate securities had not refdirat the time th
Company sought to sell such securities.

In the fourth quarter of fiscal 2008, the Compaagarded an other-than-temporary impairment chafge o
$11,072,000 to reflect a permanent impairment eselsecurities due to the continued illiquidityhese
investments and uncertainty regarding what perfdde they might be settled and their ultimatewealincluded
within the Company’s auction rate security investirgortfolio, were auction rate securities witha palue of
$4.2 million issued by a trust which held investimsan investmengrade commercial paper. The trust was a par
a put agreement with Ambac Assurance Corporatiémgac”), which provided Ambac the right to compel the t
to purchase Ambac preferred stock by liquidatirgittvestments held by the trust. In December 28@8&ac
exercised its put rights resulting in Ambac preddrstock being issued to the trust and ultimatiyriduted to the
security holders before the trust was liquidatdtk Tompany received 168 shares of Ambac prefetoett.sThe
Company recorded an other than temporary impairmie$8.9 million on the Ambac preferred stock whish
included in the total write down of auction ratewwegties made during fiscal 2008. The Company waltinue to
monitor the market for auction rate securities eosider the impact, if any, on the fair valuetsfinvestments. If
current market conditions deteriorate further tleen@any may be required to record an additionalratian
temporary impairment in future periods. Due to¢berent lack of liquidity of these investments, \ttege classified
as long-term investments on the Company'’s balaheets

8. Fair Value Measurements:

In the first quarter of fiscal 2008, the Companypigd Statement of Financial Accounting Standards187.
Fair Value Measuremenwith respect to the fair value measurements ofi¢afinancial assets and liabilities that
are recognized or disclosed at fair value in thenBany’s financial statements on a recurring basis(b) all
financial assets and liabilities. SFAS No. 157 lgisghes a single definition of fair value. It alsmvides a
framework for measuring fair value and expandsdibelosures of assets and liabilities measurediavélue. The
standard applies whenever other standards requifge(mit) assets or liabilities to be measurefdiatvalue.

SFAS No. 157 utilizes a fair value hierarchy thaogtizes the inputs to valuation techniques usetheasure
fair value into three broad levels. The fair vahierarchy gives the highest priority to observahleted prices
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(unadjusted) in active markets for identical asaats$ liabilities and the lowest priority to unobsale inputs. The
following is a brief description of those threedés:

» Level 1 — Inputs based on quoted prices (unadjysteactive markets for identical assets or lidie$ that
the Company has the ability to acce

« Level 2 — Inputs based on quoted prices for sinaksets or liabilities in active markets; quoteidgs for
identical or similar assets or liabilities in matkéhat are not active; and inputs (other thanegliptices) that
are observable for the asset or liability, eithieeatly or indirectly.

» Level 3— Unobservable inputs for the asset or liability thed significant to the fair value measurem

Assets Measured at Fair Value — Recurring Basis

The Company holds available-for-sale marketableriées that are subject to fair valuation under
SFAS No. 157. The Company does not have any li@silsubject to fair valuation under this statem&hese
investments were previously and will continue tanterked-to-market at each reporting period; howether
definition of fair value used for these investmdntaow applied using SFAS No. 157. The informaiiothe
following tables primarily addresses matters re&@tp these financial assets. The Company usesugavialuation
techniques, which are primarily based upon the etaakd income approaches, with respect to its fiilmhassets.
Available-for-sale marketable securities, exceptian rate securities, are valued utilizing qugpedes in active
markets. Investments in available-for-sale auctaia securities are valued utilizing a discounteshcdlow analysis.
The assumptions used in preparing the discountg ftav model include estimates for interest ratiesing and
amount of cash flows and expected holding periddaiotion rate securities. The Company concludatlttre input
used in its auction rate securities fair valuatioodel are Level 3 inputs.

The following table provides information by levekfassets that are measured at fair value, asadkelin
SFAS No. 157, on a recurring basis.

Fair Value Measurements

Fair Value at Using Inputs Considered as
Description January 31, 200¢ Level 1 Level 2 Level 3
Assets:
Auction rate securities on $ 15,72800 $ — $ —  $15,728,00

The following table provides a reconciliation oétheginning and ending balances of items measuifadt a
value on a recurring basis in the table aboveubatl significant unobservable inputs (Level 3).

Marketable
securities—
auction rate
securities only
Beginning balance (February 2, 20( $ 24,346,00
Total gains or losse
Included in earning (11,072,00)
Included in other comprehensive inco 2,454,001
Purchases, issuances, and settlen —
Transfers in and/or out of Level —
Ending balance (January 31, 20! $ 15,728,00
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Assets Measured at Fair Value — Nonrecurring Basis

During the year ended January 31, 2009, the Combadyno significant measurements of assets avdhie as
defined in SFAS No. 157 on a nonrecurring basissgbent to their initial recognition. The aspedts o
SFAS No. 157 for which the effective date for then@pany was deferred under FASB Staff Position
No. FAS 15-2, Effective Date of FASB Statement No. 1Gitil January 2009 relate to non financial asaats
liabilities initially measured at fair value in aginess combination (but not measured at fair vialseibsequent
periods) or non financial long-lived asset groupsasured at fair value for an impairment assessment.

9. Shareholders Equity and Redeemable Preferred Stock
Common Stock

The Company currently has authorized 100,000,088eshof undesignated capital stock, of which
approximately 33,690,000 shares were issued arstiamaling as common stock as of January 31, 20@®bdard o
directors may establish new classes and seriegpitat stock by resolution without shareholder appt.

Dividends

The Company has never declared or paid any divleritth respect to its capital stock. Under the seohthe
amended and restated shareholder agreement bettvee€ompany and GE Capital Equity Investments, (fG&E
Equity”), the Company is prohibited from paying idiends on its common stock without GE Capgadfior consen

Redeemable Preferred Stock

As of January 31, 2009 the Company had 5,339,58fkslof Series A Redeemable Convertible Preferteck
authorized, issued and outstanding. The SeriesefePed Stock was convertible into an equal nunolbshares of
the Company’s common stock, subject to anti-dilutaljustments, has a mandatory redemption on title te
anniversary of its issuance or upon a “change pfrotf at $8.29 per share, participates in divideod the same
basis as the common stock and has a liquidatidengrce over the common stock and any other js@ourities.
See Note 19 on subsequent events relating to thesSe Preferred Stock.

Warrants

As of January 31, 2009, the Company had outstandlargants to purchase 29,487 shares of the Company’
common stock at an exercise price of $15.74 peresaued to NBCU. The warrants are fully vested expire five
years from the date of vesting. The warrants wesedd in connection with the Comp’s distribution and
marketing agreement with NBCU, which provides tivatrants will be granted at current market prigesruthe
achievement of specific goals in connection wittribution of the Company’s television programminigh respect
to FTE subscriber homes.

Stock-Based Compensation

Stock-based compensation expense charged to cmgtioperations for fiscal 2008, fiscal 2007 anddis2006
related to stock option awards was $3,069,000,801080 and $1,556,000, respectively. The Compasyba
recorded any income tax benefit from the exercfstark options due to the uncertainty of realizingpme tax
benefits in the future.

As of January 31, 2009, the Company had two actiwgibus stock plans for which stock awards can be
currently granted: the 2004 Omnibus Stock Plaratasnded and restated in fiscal 2006) that provioiethe
issuance of up to 4,000,000 shares of the Compammyyhmon stock; and the 2001 Omnibus Stock Plamptoaides
for the issuance of up to 3,000,000 shares of tiragany’s stock. These plans are administered by the
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human resources and compensation committee ofoduel lof directors and provide for awards for empks;
directors and consultants. All employees and dirsobf the Company and its affiliates are eligiioleeceive awarc
under the plans. The types of awards that may &eted under these plans include restricted andstrioted stock,
incentive and nonstatutory stock options, stock@giption rights, performance units, and otherlstoased awards.
Incentive stock options may be granted to emplogtasich exercise prices as the human resources and
compensation committee may determine but not kess 100% of the fair market value of the underhstock as o
the date of grant. No incentive stock option maygianted more than ten years after the effective déthe
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. Optiorted 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 lssgibnted
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 optidcing
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 consideratibe 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 effetha@time of grant. Expected dividend yields weseused in the
fair value computations as the Company has nevaadel or paid dividends on its common stock andeculy
intends to retain earnings for use in operations.

Fiscal Fiscal Fiscal

2008 2007 2006
Expected volatility 41%-56% 33%-40% 33%-35%
Expected term (in year 6 years 6 years 6 years
Risk-free interest rat 2.9%3.7% 3.2%5.1% 4.7%5.12%

A summary of the status of the Company’s stockawpéctivity as of January 31, 2009 and changesiduhie
year then ended is as follow

2004 2001 1990
Incentive Weighted Incentive Weighted Incentive Weighted Other Non- Weighted
Stock Average Stock Average Stock Average Qualified Average
Option Exercise ~ Option Exercise Option  Exercise Stock Exercise
Plan Price Plan Price Plan Price Options Price

Balance outstandin
February 2, 200 2,951,000 $ 8.8¢ 1,456,000 $ 13.1z 36,00 $ 13.8: 1,437,000 $ 15.3¢
Granted 970,00( 4.7¢ 2,320,001 4.3t — — — —
Exercisec
Forfeited or cancele
Balance outstandini
January 31, 200

Options exercisable ¢

(1,231,000  7.51 (1,298,00)  9.04 (25,000 14.7¢ (37,000  11.2¢

2,690,000 $ 8.01 2,478,000 $ 7.0t 11,000 $ 13.7¢ 1,400,000 $ 15.4¢

January 31, 200
February 2, 200
February 3, 200

1,412,000 $ 9.9C

1,103,000 $ 9.8F

11,000 $ 13.7¢

1,400,000 $ 15.4¢

1,276,000 $ 11.91

918,000 $ 14.4¢

36,000 $ 13.8:

1,403,000 $ 15.4¢

1,394,000 $ 12.27

1,467,000 $ 14.6¢

462,00( $ 18.0¢

1,804,000 $ 15.9¢
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The following table summarizes information regagd#tock options at January 31, 2009:

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 2,690,000 $ 8.01 8.C$ — 2,562,000 $ 8.11 72 3% —
2001 Incentive 2,479,000 $ 7.0t 82 % — 2,341,000 $ 7.1¢ 75 % —
1990 Incentive 11,000 $ 13.7: 0.2 % — 11,000 $ 13.7: 0.2 —
Other Nor-qualified: 1,400,000 $ 15.4¢€ 07% — 1,400,001 $ 15.4¢ 0.7 % —

The weighted average grant date fair value of agtgranted in fiscal 2008, fiscal 2007 and fis€)@was
$1.51, $3.16 and $5.18, respectively. The totainsic value of options exercised during fiscal 20fiscal 2007 an
fiscal 2006 was $-0-, $52,000 and $2,984,000, esmdy. As of January 31, 2009, total unrecognized
compensation cost related to stock options was835000 and is expected to be recognized over ahtexigaverage
period of approximately 1.3 year.

Stock Option Tax Benefit

The exercise of certain stock options granted utldeCompany’s stock option plans gives rise to
compensation, which is includible in the taxableoime of the applicable employees and deductibliaé&y¥ompan'
for federal and state income tax purposes. Suctpeasation results from increases in the fair markéte 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 datgrafit. The related tax benefits will be recordeddditional
paid-in capital if and when realized, and totale@ $$23,000 and $1,106,000 in fiscal 2008, fig@07 and fiscal
2006, respectively. The Company has not recordedath benefit through paid in capital in thesedigears, as the
related tax deductions were not taken due to teeelmincurred. These benefits will be recordetierapplicable
future periods.

Restricted Stock

On August 27, 2008, the Company granted a totd8R6f087 shares of restricted stock from the Comigany
2004 Omnibus Stock Plan to its president as congtiemsfor his first year of service as the Compamresident
and chief operating officer. The restricted stoekté monthly over the first year of service withpect to
217,391 shares and on April 1, 2009 with respetitéaremaining 108,696 shares. The aggregate meakes of the
restricted stock at the date of the award was $080and is being amortized as compensation experesehe
respective vesting periods. During the third angttto quarters of fiscal 2008, the Company also tgdha total of
20,856 shares of restricted stock to certain coastd and newly appointed board members as conmjpam$ar
services. The restricted stock vests over periadging from nine to twelve months from the datgmint. The
aggregate market value of the restricted stockeatiaite of award was $28,000 and is being amortiged
compensation expense over the respective vestiigdseOn June 11, 2008, the Company granted bdbta
32,000 shares of restricted stock from the Comma2§04 Omnibus Stock Plan to four non-managemeectiirs
elected by the holders of the Compangbmmon stock (in contrast to the three direattested by the holders of 1
Company'’s preferred stock) as part of the Compaagisual director compensation program. The resttistock
vests on the day immediately preceding the nextialnmeeting of shareholders following the daterahg The
aggregate market value of the restricted stockeatiite of award was $112,000 and is being amdréigairector
compensation expense over the twelve-month veptnigd.
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The Company also granted a total of 36,742 shdresstricted stock to its chairman of the boardmyithe
period of November 2007 through March 2008 as corsgon for services he performed as the Companigsim
chief executive officer. The aggregate market valiine restricted stock was $223,000 and was aredras
compensation expense over the service periodelsdébond quarter of fiscal 2004, the Company awdarde
25,000 shares of restricted stock to certain eng@eyThis restricted stock grant vests over diffieperiods ranging
from 17 to 53 months. The aggregate market valubeofestricted stock at the award dates was $80&0d is
being amortized as compensation expense over $pectve vesting periods.

Compensation expense recorded in fiscal 2008,If&@7 and fiscal 2006 relating to restricted stgcnts wa
$859,000, $534,000 and $345,000, respectively.fAlsouary 31, 2009, there was $399,000 of totateognized
compensation cost related to non-vested restrittmek granted. That cost is expected to be recedrozer a
weighted average period of 0.4 years. The totaMaue of restricted stock vested during fiscad@iscal 2007
and fiscal 2006 was $464,000, $492,000 and $26@8)8ectively.

A summary of the status of the Company’s non-vestsatticted stock activity as of January 31, 2008 a
changes during the twelve-month period then ensled follows:

Weighted Average
Grant Date Fair

Shares Value
Non-vested outstanding, February 2, 2( 82,000 $ 9.8¢
Granted 388,000 % 2.4z
Vested (186,000 $ 5.7¢
Forfeited (16,000 $ 3.51
Non-vested outstanding, January 31, 2 268,000 % 2.52

Common Stock Repurchase Program

In August 2006, the Company’s board of directorthatized a common stock repurchase program. The
program authorized the Company’s management, atltiogigh 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 amountstasmiaed 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 Companydsntnon
stock under its stock repurchase program. Durieditiat quarter of fiscal 2008, the Company repasgd a total of
556,000 shares of common stock for a total investroB$3,317,000 at an average price of $5.96 lpares There
were no repurchases of common stock under the gmoduring the second, third and fourth quarterfssoal 2008.
During fiscal 2007, the Company repurchased a tftd|618,000 shares of common stock for a tota$tment of
$26,985,000 at an average price of $7.46 per sbamng fiscal 2006, the Company repurchased d téta
406,000 shares of common stock for a total investrag$4,699,000 at an average price of $11.5&pare. As of
January 31, 2009, the authorizations for theserobaise programs had expired. On February 25, 2089,
Company'’s board of directors authorized $1.5 millior stock repurchases under a new stock repueghrgram.

69




Table of Contents

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

10. 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 January 31, 2009 and Februa29@3 were as follows:

January 31, February 2,
2009 2008
Accruals and reserves not currently deductiblédmpurpose $ 8,385,000 $ 9,341,00
Inventory capitalizatiol 965,00( 1,388,001
Basis differences in intangible ass (1,116,001 (4,139,00)
Differences in depreciation lives and meth 1,592,00! 989,00(
Differences in investments and other ite 3,669,00! 1,064,00!
Net operating loss carryforwar 78,072,00 47,887,00
Valuation allowanct (91,567,00) (56,530,00)
Net deferred tax ass $ — 3 —

The provision from income taxes consisted of tHe¥ang:

Years Ended
January 31. February 2, February 3,
2009 2008 2007
Current $ (33,000 $(839,000) $ (75,000
Deferred — — —

$ (33,000 $(839,000 $ (75,000

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

Years Ended
January 31 February 2, February 3,

2009 2008 2007
Taxes at federal statutory ra 35.(% 35.(% 35.(%
State income taxes, net of federal tax bet 1.¢ 2.5 4.1
SFAS 123(R) stock option vesting expe (1.2 3.1 (53.9)
Valuation allowance and NOL carryforward bene (35.§) (37.0) 10.€
Effective tax rate on continuing operatic 0.C% 3.6% (3.2

Based on the Company’s recent history of lossesCtimpany has recorded a full valuation allowaocédt$
net deferred tax assets and net operating losgfeamards as of January 31, 2009 and February @3 20
accordance with the provisions of SFAS No. 18&ounting for Income Taxesvhich places primary importance
on the Company’s most recent operating results valssassing the need for a valuation allowance ukmeate
realization of these deferred tax assets depentisecability of the Company to generate sufficiemiable income
and capital gains in the future. The Company intelodnaintain a full valuation allowance for it deferred tax
assets and net operating loss carryforwards wfficgent positive evidence exists to support reaiof the reserve.
As of January 31, 2009, the Company has gross tipgtass carryforwards for Federal and state inedax
purposes of approximately $198 million and $133iari| respectively, which begin to expire in Janu2023 and
2018, respectively.
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11. Commitments and Contingencies
Cable and Satellite Affiliation Agreements

As of January 31, 2009, the Company has enterediffitiation agreements that represent approxitgete00
cable systems along with the satellite compani¢®HUTV and DISH that require each to offer the Conya
television home shopping programming on a full-tinasis over their systems. Under certain circuntetsythese
television operators or the Company may cancet Hgieements prior to expiration. The affiliatiagr@ements
generally provide that the Company will pay eachrapor a monthly access fee and in some caseskatingr
support payment based upon the number of homegrgthe Company'’s television home shopping programgy.
For fiscal 2008, fiscal 2007 and fiscal 2006, resipely, the Company expensed approximately $125(81,
$128,024,000 and $121,710,000 under these affitisggreements.

Cable and satellite fees have historically represtapproximately 50% of the Company’s recurringraging
expenses. Distribution agreements representingj@rityeof the total cable and satellite househald® currently
receive its television programming were schedutegxpire at the end of the 2008 calendar year. iAlbrer of the
major agreements have been renegotiated and reradiled time; and for other of the major agreersewe have
obtained temporary extensions while we continuenagpotiations. Failure to successfully renew reingiicable
agreements covering a material portion of the exjstable households on acceptable financial texood
adversely affect future growth, sales revenueseamdings unless the Company arranges for altemataans of
broadly distributing its television programming.

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 programgmJnder
certain circumstances the Company may be requiredy the operator a one-time initial launch fekicl is
capitalized and amortized on a straight-line baser the term of the agreement.

Future cable and satellite affiliation cash comneitis at January 31, 2009 are as follows:

Fiscal Yeai Amount

2009 $55,882,00
2010 54,143,00
2011 37,992,00
2012 35,100,00
2013 and thereaftt 986,00(

Employment Agreements

The Company has entered into employment agreemathtss number of on-air hosts and certain execatife
the Company with original terms ranging from 136&months. These agreements specify, among otingstithe
term and duties of employment, compensation anéfiisntermination of employment (including for sy which
would reduce the Company'’s total obligation undeise agreements), severance payments and nonsdigcémd
non-compete restrictions. The aggregate commitfeerititure base compensation at January 31, 2089 wa
approximately $4,384,000.

The Company has entered into change in controbapdration agreements with a number of its officeider
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
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Operating Lease Commitments

The Company leases certain property and equipmetgrinon-cancelable operating lease agreemeniseifyo
and equipment covered by such operating lease mgrés include offices and warehousing facilitiesisidiary
locations, satellite transponder, office equipneard certain tower site locations.

Future minimum lease payments at January 31, 2@08sfollows:

Fiscal Yeai Amount

2009 $1,886,00!
2010 1,657,00!
2011 1,253,00!
2012 1,118,00!
2013 and thereaftt 3,740,001

Total rent expense under such agreements was apyateky $2,679,000 in fiscal 2008, $2,499,000 gl
2007 and $2,640,000 in fiscal 2006.

Retirement and Savings Plan

The Company maintains a qualified 401(k) retiremsavings plan covering substantially all employ&éde
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. Duffisgal 2008, the Company matched $.50 for ever@Gh1.
contributed by eligible participants up to a maximaf 6% of eligible compensation. The Company mglde
contributions totaling approximately $935,000, $5,000 and $860,000 during fiscal 2008, 2007 ari620
respectively.

12. 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 suitiwithdally and in the aggregate have not had a ristadverse
effect on the Company’s operations or consolidéitexhcial statements.

On November 21, 2008, a lawsuit against ValueVisitatia was filed by its former chief executive off,
Rene Aiu. Her claims include money damages fordired contract for nonpayment of severance equialtoyears
of salary and of targeted incentive compensati@aud and misrepresentation, and violation of ceftéinnesota
statutes. The Company filed a response on Nove&Hhe2008, denying Ms. Aiu’s claims. Discovery has
commenced and the Court has set the trial to coroeien2010. The Company believes that Ms. Aiu waperly
dismissed for “cause” as defined in her employnagmeement, intends to defend the suit vigoroustyadrthis time
cannot estimate a dollar amount of liability, ifyan
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13. Supplemental Cash Flow Information:
Supplemental cash flow information and noncashdtimg and financing activities were as follows:

For the Years Ended

January 31, February 2, February 3,
2009 2008 2007

Supplemental cash flow informatia

Interest paic $ — 3 9,00 $  33,00(

Income taxes pai $ 208,000 $ 1,009,000 $ 66,00(
Supplemental nc-cash investing and financing activiti

Common stock purchase warrants forfe $11,903,00 $10,931,00 $11,057,00

Deferred financing costs included in accrued litibg $ 1,283,00 $ — $ —

Property and equipment purchases included in a¢soun

payable $ 94,000 $ 523000 $  98,00(
Accretion of redeemable preferred st $ 293,000 $ 291000 $ 289,00(

14. Sale of Ralph Lauren Media, LLC Equity Investment:

The Company owned a 12.5% equity interest in Rakiren Media, LLC (“RLM”). RLM’s primary business
activity during the company’s partial ownership baen the operations of the Polo.com website. Orcivias,
2007, the Company entered into a membership intpteshase agreement with Polo Ralph Lauren, NBGdJ a
certain NBCU affiliates, pursuant to which the Camnyp sold its 12.5% membership interest in RLM téoFRalph
Lauren for an aggregate purchase price of $43,080i0cash. As a result of this sales transactlmCompany
recorded a pre-tax gain of $40,240,000 on theafd®LM 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 &schl 2006 was $609,000 and $3,006,000, respégtive

The following summarized financial information riela to RLM for the applicable reporting periods (in

thousands):

Three Months Ended Twelve Months Ended
March 31, 2007 December 31, 2001

Net sales $ 26,21 $ 110,93(
Gross profit $ 17,22: $ 75,85"
Net income $ 4,871 $ 24,05:¢
March 31, 2007
Total current asse $ 78,74¢
Total asset $ 79,63¢
Total liabilities $ 18,90¢
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Agreement for Services

RLM and VVIFC entered into an agreement for serwigeder which VVIFC agreed to provide to RLM cartai
telemarketing, customer service and fulfillmentgsrs to RLM. The services agreement with RLM enideithe
first quarter of fiscal 2008 as RLM migrated toatgn customer service, warehousing and fulfillnfewilities.

15. Relationship with NBCU and GE Equity:
Strategic Alliance

In March 1999, the Company entered into a stratefjence with NBCU and GE Equity. Pursuant to tiens
of the transaction, NBCU and GE Equity acquired9,800 shares of the Company’s Series A Preferteck&nd
NBCU was issued a warrant to acquire 1,450,000eshairthe Compar's common stock (the “Distribution
Warrants”)under a distribution and marketing agreement dsstidelow. The Series A Preferred Stock was so
aggregate consideration of $44,265,000 (or appratéiy $8.29 per share). In addition, the Compamgedjto issu
to GE Equity a warrant (the “Investment Warrant')ricrease its potential aggregate equity stalge(ter with its
affiliates, including NBCU) at the time of exercigeapproximately 40%. NBCU also has the exclusighbt to
negotiate on behalf of the Company for the distidyuof its television home shopping service. Tleei&s A
Preferred Stock was recorded at fair value on #te df issuance. The excess of the redemption walelethe
carrying value is being accreted by periodic chautgeequity over the ten-year redemption period.JGig 6, 1999,
GE Equity exercised the Investment Warrant and ised@an additional 10,674,000 shares of the Comgany
common stock for an aggregate of $178,370,00016r per share. As of January 31, 2009, GE EquityNBCU
have a combined ownership in the Company of appratély 30% on a diluted basis. As discussed in NB{en
February 25, 2009, GE Equity exchanged all outstenshares of the Company’s Series A PreferredkStarc
(i) 4,929,266 shares of the Company’s Series B Bedble Preferred Stock, (ii) warrants to purchastou
6,000,000 shares of the Company’s common stock aekercise price of $0.75 per share and (iii) 4 gesg/ment in
the amount of $3,400,000.

GE Equity Shareholder Agreement

In March 1999, the Company and GE Equity also edtémto a shareholder agreement, which provides for
certain corporate governance and standstill mai@maVarch 19, 2004, the Company, NBCU and GE Faifreec
to amend the Shareholder Agreement. The sharehadgleement, as amended (together with the Cet#finh
Designation of the Preferred Stock) initially prded that GE Equity and NBCU would be entitled teigeate
nominees for three out of nine members of the Caiygaboard of directors so long as their aggretateeficial
ownership was at least equal to 50% of their iht@neficial ownership, and one out of nine memisertong as
their aggregate beneficial ownership was at |e@%i of the “adjusted outstanding shares of commackst In
addition, the amended shareholder agreement pothde NBCU and GE Equity would not have the righthave
its director-nominees serve on the audit, humanurees and compensation or nominating and goveenanc
committees, in the event the committees must bepdsed solely of independent directors under applie laws or
Nasdagq regulations. In such case, NBCU and GE fwuitild have the right to have an observer attdinaf ¢hese
committee meetings, to the extent permitted byiaable law. The shareholder agreement also regtlireesonsent
of GE Equity prior to the Company entering into angterial agreements with certain restricted psuftieoadcast
networks and internet portals in certain limitetemstances). Finally, the Company is prohibitefiexceeding
certain thresholds relating to the issuance ofngpsiecurities over a 12-month period, the paymequarterly
dividends, the repurchase of common stock, acguisit(including investments and joint venturesjispositions,
and the incurrence of debt greater than the las§®40.0 million or 30% of the Company'’s total dajization. The
Company is also prohibited from taking any actioat twould cause any ownership interest by the Compa
television broadcast stations from being attriblg¢ad GE Equity, NBCU or their affiliates.
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The shareholder agreement provides that duringtdrestill period (as defined in the shareholdeeament),
and subject to certain limited exceptions, GE Bgaitd NBCU are prohibited from: (i) any asset osibhass
purchases from the Company in excess of 10% dbtiaéfair market value of the Company’s assetkjr(creasing
their beneficial ownership above 39.9% of the Comyfmshares, (iii) making or in any way participetiin any
solicitation of proxies, (iv) depositing any seti@s of the Company in a voting trust, (v) formifgjning, or in any
way becoming a member of a “13D Group” with resgieany voting securities of the Company, (vi) agiag any
financing for, or providing any financing commitmespecifically for, the purchase of any voting s#tes of the
Company, (vii) otherwise acting, whether alonerocancert with others, to seek to propose to the@@my any
tender or exchange offer, merger, business conibimatstructuring, liquidation, recapitalizationgmilar
transaction involving the Company, or nominating parson as a director of the Company who is natinated by
the then incumbent directors, or proposing any enatt be voted upon by the shareholders of the Gomff,
during the standstill period, any inquiry has bewade regarding a “takeover transaction” or “chaingsontrol,”
each as defined in the shareholder agreement, \klaisimot been rejected by the board of directargeoboard of
directors pursues such a transaction, or engagesgiotiations or provides information to a thirdtpand the board
of directors has not resolved to terminate sucbudisions, then GE Equity or NBCU may propose tddbmpany a
tender 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@WN shall not sell, transfer or otherwise dispokarty
securities of the Company except for transfergao(pertain affiliates who agree to be bound byptwvisions of the
shareholder agreement, (ii) which have been coaddntby the Company, (iii) pursuant to a thirdtpéender offer
(iv) pursuant to a merger, consolidation or reoiggtion to which the Company is a party, (v) incad fide public
distribution or bona fide underwritten public offeg, (vi) pursuant to Rule 144 of the Securitieg 8c1933, or
(vii) in a private sale or pursuant to Rule 144Atté Securities Act of 1933; provided that, in tase of any transt
pursuant to clause (v) or (vii), the transfer doesresult in, to the knowledge of the transferfterareasonable
inquiry, any other person acquiring, after giviritget to such transfer, beneficial ownership, indially or in the
aggregate with such person’s affiliates, of moenth0% of the adjusted outstanding shares of therom stock.

The standstill period terminates on the earliestcur of (i) the ten-year anniversary of the shalger
agreement, (ii) the entering into by the Compangroagreement 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 of diredt@itowing
the expiration of the standstill period pursuantlause (i) or (v) above (indefinitely in the cadeclause (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.

As discussed in Note 19, on February 25, 2009Ctmpany, NBCU and GE Equity amended and restated th
shareholder agreement.
GE Equity Registration Rights Agreement

Pursuant to the investment agreement, the Compahz& Equity entered into a registration rightseagnent
providing GE Equity, NBCU and their affiliates aady transferees and assigns, an aggregate of éovartt
registrations and unlimited piggy-back registratimyhts. As discussed in Note 19, on February PB92the
Company, NBCU and GE Equity amended and restatedetyistration rights agreement.

NBCU Distribution and Marketing Agreement

NBCU and the Company entered into a ten-year digiion and marketing agreement dated March 8, 19&9
provides that NBCU shall have the exclusive righhégotiate on behalf of the Company for the distibn of
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its home shopping television programming. As conspéion for these services, the Company agreedytd\p&U
an annual fee which is currently approximately $080, and issued NBCU additional equity consideratialued ¢
$6,931,000 which is being amortized over the tefthe agreement. NBCU could earn additional stasicipase
warrants to the extent that it successfully negegiadditional distribution agreements for the Camyp(including
renewals of existing distribution agreements). BQIsuccessfully negotiates extensions or renewdtsese
agreements under the parameters established I§otiheany, it will be entitled to receive additiomarrants from
the Company under a formula set forth in the distibn agreement. NBCU may terminate the distrdouti
agreement if the Company enters into certain “$icgmt affiliation” agreements or a transactionuléag in a
“change of control.” The distribution agreementiesg in March 2009.

NBC Trademark License Agreement

On November 16, 2000, the Company entered intadetmark license agreement with NBCU pursuant teh
NBCU granted the Company an exclusive, worldwiderse for a term of ten years to use certain NB@emarks
service marks and domain names to rebrand the Quoyigplausiness and corporate name and website. Uhder
license agreement, the Company agreed to (i) cematrictions on using trademarks, service mat@main names,
logos or other source indicators owned or contddtlg NBCU or its affiliates in connection with cairt permitted
businesses, as defined in the License Agreemeiat,ebine agreement of NBCU to such use, (i) thes lof its right:
under the grant of the license with respect to ifipderritories outside of the United States i #tvent the Compa
fails to achieve and maintain certain performaiacgdts in such territories, (iii) amend and restiaéecurrent
Registration Rights Agreement dated as of April1¥99 among the Company, NBCU and GE Equity soas t
increase the demand rights held by NBCU and GEtg#dum four to five, among other things, (iv) notyn,
operate, acquire or expand its business to incingebusinesses other than the permitted businestesit
NBCU'’s prior consent, (v) comply with NBCU’s privacy lpmes and standards and practices, and (vi) nat, ow
operate, acquire or expand the Company’s businessthat one-third or more of the Company’s reverdts
aggregate value is attributable to certain servigesincluding retailing services similar to ther@pany’s existing
e-commerc@perations) provided over the internet. The licaageement also grants to NBCU the right to terie
the license agreement at any time upon certainggsaaf control of the Company, in certain situaditime failure by
NBCU to own a certain minimum percentage of thestautding capital stock of the Company on a -diluted basi
and certain other related matters.

In connection with the license agreement, the Cappssued to NBCU warrants to purchase 6,000,088esh
of the Company’s common stock at an exercise @fi€l7.375 per share. In March 2001, the Compatgbéished
a measurement date with respect to the licensergm by amending the agreement, and fixed thevd&ile of the
trademark license asset at $32,837,000, whichimglsmortized over the remaining term of the lieceagreement.
The Company used the Black-Scholes option pricingehto compute the fair market value of the NBCéarnants
at March 12, 2001. Significant assumptions in tlaerant fair value calculation included: market praf $11.00;
exercise price of $17.375; risk-free interest @it6.08%; volatility factor of 53.54%; and dividegeld of 0%. As
of January 31, 2009, all of the warrants are veatetlhave expired unexercised. As of January 319 aad
February 2, 2008, accumulated amortization reltidtis asset totaled $27,056,000 and $23,829/@8pgectively.
On March 28, 2007, the Company and NBCU agreedtend the term of the license by six months, shelh the
license would continue through May 15, 2011 andeidain limitations on NBCU's right to terminatesthicense
Agreement in the event of a change in control ef@ompany involving a financial buyer.

16. Restructuring Costs:

On May 21, 2007, the Company announced the irotiadif a restructuring of its operations that ineldé 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@opnannounce
additional organizational changes and cost-saviagsures following a formal business review condiibie
management and an outside consulting firm and agdinced its headcount in the fourth
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quarter of fiscal 2007. The Company’s organizatigtiacture was simplified and streamlined to foons
profitability. As a result of these restructurimgtiatives, the Company recorded a $5,043,000uektring charge
for the year ended February 2, 2008 and additimsdiucturing charges totaling $4,299,000 for tearyended
January 31, 2009. Restructuring costs charged@alf2008 and 2007 include primarily employee saves and
retention costs associated with the consolidatrmheimination of approximately 300 positions asrtiee Compan
including ten officers. In addition, restructuriogsts also include incremental charges associatbdive
Company’s consolidation of its distribution andfifithent operations into a single warehouse fagilihe closure of
a retail outlet store, fixed asset impairments iretias a direct result of the operational constilich and closures,
restructuring advisory service fees and costs #sacwith a strategic alternative initiative.

The table below sets forth for the years endedalgrd, 2009, and February 2, 2008 the significant
components and activity under the restructuringyam:

Balance at Balance at
February 2, Cash January 31,

2008 Charges Write -offs Payments 2009
Severance and retenti $ 874,000 $3,394,000 $ — $(2,759,00) $1,509,00!
Incremental restructuring charg 294,00( 905,00( —  (1,104,00) 95,00(
$1,168,000 $4,299,00! —  $(3,863,00) $1,604,00!
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. Sales by Product Group:
Information on net sales by significant productup®is as follows (in thousands):

For the Years Ended
January 31 February 2, February 3,

2009 2008 2007
Jewelry $196,200 $289,78t $285,26:
Consumer Electronic 109,55¢ 170,26: 173,12:
Watches, Coins & Collectible 121,12 113,87: 104,93
Apparel, Fashion Accessories and Health & Be: 60,69¢ 66,93: 76,15¢
Home 40,23¢ 84,70¢ 80,93¢
All others, less than 10% ea 39,68: 55,991 46,86

Total $567,51( $781,55( $767,27!

18. Chief Executive Officer Transition Costs:

On October 26, 2007, the Company announced thdigwWilLansing, at the request of the board of does;t
stepped down as president and chief executiveasffind left the Company’s board of directors. Injaoction with
Mr. Lansing’s resignation, the Company recordetiage to income of $2,451,000 during fiscal 200ty
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primarily to severance payments to Mr. Lansing imedrred additional costs of $1,101,000 duringdis2008
associated with the hiring of Rene Aiu in March @@ the Company'’s chief executive officer.

On August 22, 2008, the Company'’s board of directerminated Ms. Aiu’s employment with the Company.
The Company'’s board appointed Keith Stewart, teesas ShopNBC'’s president and chief operating effiche
Company also announced the departures of three sghér officers who had been named to their poosstin April
2008 by Ms. Aiu. During the third and fourth quastef fiscal 2008, the Company recorded costsitagal
$1,580,000 relating primarily to accrued severaarue other costs associated with the departurdedhtee senior
officers and costs associated with hiring of MeV&rt.

19. Subsequent Event (Preferred Stock Exchange

On February 25, 2009, GE Equity exchanged all antihg shares of the Company’s Series A PreferteckS
for (i) 4,929,266 shares of the Company’s Seri¢dBeemable Preferred Stock, (ii) warrants to pueehg to
6,000,000 shares of the Company’s common stock aekercise price of $0.75 per share and (iii) 4 ges/ment in
the amount of $3,400,000.

The shares of Series B Preferred Stock are redderagany time by the Company for the initial reghgion
amount of $40,900,000, plus accrued dividends.Sénes B Preferred Stock accrues cumulative divddext a bas
annual rate of 12%, subject to adjustment. All pagta on the Series B Preferred Stock will be agdirst to any
accrued but unpaid dividends, and then to redeamesh30% of the Series B Preferred Stock (inclydiccrued bu
unpaid dividends) is required to be redeemed omuaeh 25, 2013, and the remainder on February @54 2In
addition, the Series B Preferred Stock includeash cweep mechanism that may require acceleratechpions if
the Company generates excess cash above agreethogsimolds. Specifically, the Company’s excesé tadance
at the end of each fiscal year, and at the enapfiacal quarter during which the Company sellstiaun rate
securities or disposes of assets or incurs indabs=dabove agreed upon thresholds, must be usede®m the
Series B Preferred Stock and pay accrued and udpadends thereon. Excess cash balance is defiadde
Company’s cash and cash equivalents and marketabigities, adjusted to (i) exclude auction ratestes,

(i) exclude cash pledged to vendors to securelfase price of inventory, (iii) account for variatfthat are due to
the Company’s management of payables, and (iv)igeahe Company a cash cushion of at least $20000Any
redemptions as a result of this cash sweep mechawils reduce the amounts required to be redeenmed o
February 25, 2013 and February 25, 2014. The SBrieéeferred Stock (including accrued but unpauddginds) is
also required to be redeemed, at the option ofhthders, upon a change in control. The Series BeResl Stock is
not convertible into common stock or any other sigégbut initially will vote with the common stoosn a one-for-
one basis on general corporate matters other teaeléction of directors. In addition, the holdeirshe Series B
Preferred Stock have the class voting rights agiatsito designate members of the Company’s boaditedtors
previously held by the holders of the Series A &mefd Stock.

On February 25, 2009, the Company, GE Equity, aB€WN also amended and restated the shareholder
agreement and registration rights agreement. Thestef the amended and restated shareholder agnéanee
generally consistent with the terms of the pricarsholder agreement, and the terms of the amenuakckatated
registration rights agreement are generally cosisistith the terms of the prior registration rightgeement.
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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
January 31, 2009. In making this assessment, maragaised the criteria set forth by the Committie8pmnsoring
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 January Z109.

Our independent registered public accounting fib@lpitte & Touche LLP, has issued an attestatigroreon
our company’s internal control over financial refoay for January 31, 2009. The Deloitte & TouchePLattestation
report is set forth below.

/sl KEITH R. STEWART

Keith R. Stewart
Chief Executive Officer and President
(Principal Executive Officer)

/sl FRANK P. ELSENBAST

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

April 16, 2009

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 January 31, 2B@8ed 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 January 31, 2009, based on caitestablished 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 financieporting 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 January 31, 2009, based on criésstiablished 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 January 31, 2009e0€bmpany and our report dated April 16, 2009resged an
unqualified opinion on those consolidated finanstakements and financial statement schedule.

/s/ DELOITTE & TOUCHE LLP
Minneapolis, MN

April 16, 2009
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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,” “Corporate ¥&onance” and “Section 16(a) Beneficial Ownershgp&ting
Compliance” in our definitive proxy statement toflled pursuant to Regulation 14A within 120 dajteathe end
of the fiscal 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 incorpodaiterein by reference to the sections titled “Dtivec
Compensation for Fiscal 2008.” “Executive Compeiagéitand “Corporate Governance” in our definitiveopy
statement to be filed pursuant to Regulation 14thiwil20 days after the end of the fiscal year ceddy this
Form 10-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 ofindive proxy statement to be filed pursuant togRiation 14A
within 120 days after the end of the fiscal yearered by this Form 10-K.

Item 13. Certain Relationships and Related Transactions, abitector Independenci

Information in response to this item is incorpodaterein by reference to the section titled “Certai
Transactions” and “Corporate Governance” in ouiriéfe proxy statement to be filed pursuant to Ratjon 14A
within 120 days after the end of the fiscal yearered by this Form 10-K.

Item 14. Principal Accountant Fees and Servict

Information in response to this item is incorpodatterein by reference to the section titled “Prap@s—
Ratification of the Independent Registered Public@dunting Firm” in our definitive proxy statementtie filed
pursuant to Regulation 14A within 120 days after¢ind of the fiscal year covered by this Form 10-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 January 31, atd&ebruary 2, 20C

« Consolidated Statements of Operations for the YEaded January 31, 2009, February 2, 2008 and
February 3, 200

» Consolidated Statements of ShareholdErglity for the Years Ended January 31, 2009, Febr2a2008 an
February 3, 200

» Consolidated Statements of Cash Flows for the YEaded January 31, 2009, February 2, 2008 and
February 3, 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 January 31, 2009:
Allowance for doubtful accoun $6,888,000 $ 9,826,000 $ (10,651,00)(1) $6,063,00!
Reserve for returr $8,376,000 $ 85,112,00 $ (90,718,00)(2) $2,770,00!
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 $8,498,001 $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 $ (4,902,000(1) $3,641,00
Reserve for returr $7,658,000 $142,983,00 $(142,143,00)(2) $8,498,00!

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

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 Regyigthas
duly caused this report to be signed on its bdhathe undersigned, thereunto duly authorized, prilA6, 2009.

VALUEVISION MEDIA, INC.
(Registrant)

By: /s/ KEITH R. STEWART

Keith R. Stewart
Chief Executive Officer and President

Each of the undersigned hereby appoints Keith &v&itt and Frank P. Elsenbast, and each of therh {ulit
power to act alone), as attorneys and agents éoutldersigned, with full power of substitution, ford in the name,
place and stead of the undersigned, to sign amavith the Securities and Exchange Commission uthaer
Securities Act of 1934, any and all amendmentsexidbits to this annual report on Form 10-K and any alll
applications, instruments, and other documenttfildd with the Securities and Exchange Commispiertaining
to this annual report on Form 10-K or any amendmérgreto, with full power and authority to do gedform any
and all acts and things whatsoever requisite aodgsary or desirable. Pursuant to the requirenoéite Securitie
Exchange Act of 1934, this report has been sigmedalbby the following persons on behalf of the stgint and in
the capacities indicated on April 16, 2009.

Name m
/s/ KEITH R. STEWART Chief Executive Officer President and Director
Keith R. Stewar (Principal Executive Officer)
/s/ FRANK P. ELSENBAST Senior Vice President Finance, Chief Financial €affi
Frank P. Elsenba (Principal Financial and Accounting Officer)

Chairman of the Board

John D. Buck

/sl JOSEPH F. BERARDINO Director
Joseph F. Berardir

Director
Catherine Dunleav
/s/ PATRICK O. KOCSI Director
Patrick O. Kocs
/s/ ROBERT J. KORKOWSKI Director
Robert J. Korkowsk
/sl RANDY S. RONNING Director

Randy S. Ronnin
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Exhibit No.

31
3.2

3.3

34
101

10.2
1C.3
104
105
10.6
10.7
1C.8
109

1C.10
1C.11

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

1C.21

EXHIBIT INDEX

Description

Articles of Incorporation, as amend

Certificate of Designation of Series B Redeemaldavertible
Preferred Stoc

Statement of Cancellation of Certificate of Destipraof Series A
Redeemable Convertible Preferred Stock dated Febata 2009
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 under2fi@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 Registral
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 Ple

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
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Method of Filing

Incorporated by reference(l
Incorporated by reference(T)

Incorporated by reference(Q)

Incorporated by reference(l
Incorporated by reference(H)t

Incorporated by reference(A)t
Incorporated by reference(D) T
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)
Incorporated by reference(N)t
Incorporated by reference(A)t

Incorporated by reference(N) T
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Exhibit No.
10.22

10.23
10.24
10.25
1C.26
1C.27
10.28
10.29
1C.30
1C.31
10.32
1C.33
10.34
1C.35
1C.36
10.37
1C.38

1C.39

1C.40
1041

1C.42

10.43

1C.44

1C.45

Description Method of Filing

Option Agreement between the Registrant and Radmitowski Incorporated by reference(N)t
dated June 21, 20(
Option Agreement between the Registrant and Natagne dated Incorporated by reference(K)t

May 1, 200C
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 Key Employment Agreement for Officers (epicéohn Incorporated by reference(J)t
Buck)

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

Employment Agreement between the Registrant anthKiStewartIncorporated by reference(W)t
dated March 18, 200!

Employment Agreement between the Registrant anthkiStewart Incorporated by reference(DD) T
dated August 27, 200

Offer letter from the Registrant to John D. BuckedbAugust 25,  Incorporated by reference(HH)t
2008

Form of Option Agreement between the RegistrantXuich D. Bucl Incorporated by reference(HH
Offer letter from the Registrant to Rene G. AiuatbMarch 3, 200: Incorporated by reference(C
Non-competition agreement between the Registrant @amS. Aiu Incorporated by reference(C)t
dated March 3, 200

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,

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 FGuity anc Incorporated by reference(F)
the Registran

Amended and Restated Shareholder Agreement dabeddfg 25, Incorporated by reference(T)
2009 between the Registrant, GE Capital Equity $tments, Inc. ar

NBC Universal, Inc.

Common Stock Purchase Warrants issued on Febr8ag0D9 Incorporated by reference(T)
between the Registrant, GE Capital Equity Investsidnc. and NB

Universal, Inc.

Exchange Agreement dated February 25, 2009 bettheen Incorporated by reference(T)
Registrant, GE Capital Equity Investments, Inc. BBC Universal,

Inc.

Amended and Restated Registration Rights Agreedetet Incorporated by reference(T)

February 25, 2009 between the Registrant, GE Qadpifaity
Investments, Inc. and NBC Universal, Ir
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Exhibit No.
10.46

10.47
1C.48

1C.49

10.50

1051

10.52

10.53

1C.54

10.55

1C0.56

21

23

24
311

31.2

32

Description Method of Filing

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

Trademark License Agreement dated as of Novembe2 @ Incorporated by reference(L)
between NBC and the Registr:

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

Warrant Purchase Agreement dated September 13,E3@@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 Septembe®29,tt 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 a@fpon, relating t

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

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

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

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

Fund

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

International Limitec

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

Investment Management, LL

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

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

Starboard Value and Opportunity Fund, LLC, Parthe; and

Ramius Master Fund, Ltc

Significant Subsidiaries of the Registri Filed herewitt
Consent of Independent Registered Public Accourking Filed herewitt
Powers of Attorne! Included with signature pag

Certification of Chief Executive Officer pursuant$ection 302 of Filed herewith
the Sarban«Oxley Act of 200z

Certification of Chief Financial Officer pursuamnt $ection 302 of th Filed herewith
Sarbane-Oxley Act of 2002

Section 1350 Certification of Chief Executive O#ficand Chief Filed herewith
Financial Officer

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, File Ni333-47979.

(B) Incorporated herein by reference to the RegistsaQtlarterly Report on Form 10-Q for the quartereend
May 3, 2008, filed on June 12, 2008, FNo. (-20243.

(C) Incorporated herein by reference to the Registsa@tirrent Report on Form 8-K dated March 3, 200 f
on March 7, 2008, File No-20243.
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(D) Incorporated herein by reference to the RegistsadPtoxy Statement in connection with its annualtimgeof
shareholders held on August 17, 1994, filed on 19ly1994, FileNo. (-20243.

(E) Incorporated herein by reference to the Registsafutinual Report on Form 10-K for the fiscal yeadeuh
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, File No-20243.

(G) Incorporated herein by reference to the Registsatirrent Report on Form 8-K dated April 15, 19%ed
on April 29, 1999, File No.-20243.

(H) Incorporated herein by reference to the RegistsadRégistration Statement on Form S-8, filed on
September 25, 2000, File N332-46572.

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

(J) Incorporated herein by reference to the Registsatirrent Report on Form 8-K dated December 158200
filed on December 16, 2008, FNo. (-20243.

(K) Incorporated herein by reference to the RegistsaREgistration Statement on Form S-8, filed on
September 25, 2000, File N332-46576.

(L) Incorporated herein by reference to the Registsa@tiarterly Report on Form 10-Q for the quartereehd
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, File No-20243.

(N) Incorporated herein by reference to the RegistsadRégistration Statement on Form S-8 filed on Jan23,
2002, FileNo. 33:-81438.

(O) Incorporated herein by reference to the RegistsaQtiarterly Report on Form 10-Q for the quartereend
April 30, 2001, filed on June 14, 2001, FNo. (-20243.

(P) Incorporated herein by reference to the RegistsadPitoxy Statement in connection with its annualtmgeof
shareholders held on June 20, 2002, filed on May®@82, FileNo. (-20243.

(Q) Incorporated herein by reference to the RegistsaDtirrent Report on Form 8-K dated February 269200
filed on February 27, 2009, FiNo. (-20243.

(R) Incorporated herein by reference to the Registsahitinual Report on Form 10-K for the fiscal yeadesh
January 31, 2003, File N0-20243.

(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 Registsatirrent Report on Form 8-K dated February 259200
filed on February 26, 2009, FiNo. (-20243.

(U) Incorporated herein by reference to the RegistsadPtoxy Statement in connection with its annualtmgeof
shareholders held on June 21, 2006, filed on May@86, FileNo. (-20243.

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

(W) Incorporated herein by reference to the RegistsaDtirrent Report on Form 8-K dated March 18, 2665
on March 19, 2009, File No-20243.

(X) Incorporated herein by reference to the RegistsadRégistration Statement on Form S-3 filed on 28ly
2005, FileNo. 33:-127040.

(Y) Incorporated by reference to the Schedule 13D/AéAdment No. 7) dated February 11, 2005, filed
February 15, 2005, FilNo. 00:-41757.

(2) Incorporated by reference to the description of fiogram included in the Registrant’s Current Repo
Form &K dated August 24, 2005, filed on August 26, 200t No. (-20243.
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(AA) Incorporated herein by reference to the RegistsaQtlarterly Report on Form 10-Q for the quartereend
October 29, 2005, filed on December 8, 2005, No. (-20243.

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

(CC) Incorporated herein by reference to the Registsa@tirrent Report on Form 8-tkated June 21, 2006, filed
June 26, 2006, File No-20243.

(DD) Incorporated herein by reference to the Registsatirrent Report on Form 8-dated August 27, 2008, file
on August 29, 2008, FilNo. (-20243.

(EE) Incorporated herein by reference to the Registsaftinual Report on Form 10-K for the fiscal yeadeah
February 2, 2008, File No-20243.

(FF) Incorporated herein by reference to the RegistsadPtoxy Statement in connection with its annualtimgeof
shareholders held on June 28, 2007, filed on Jug8d7, 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.

(HH) Incorporated herein by reference to the Registsatirrent Report on Form 8-dated August 25, 2008, file
on August 28, 2008, FilNo. (-20243.

90



SIGNIFICANT SUBSIDIARIES OF THE REGISTRANT
All of the Company’s subsidiaries listed belave wholly owned.

Name

Exhibit 21

State of Incorporation

ValueVision Interactive, Inc

VVI Fulfillment Center, Inc
ValueVision Media Acquisitions, In¢
ValueVision Retail, Inc

losota, Inc

FanBuzz, Inc

FanBuzz Retail, Inc

Minnesots
Minnesots
Delaware
Delaware
Delaware
Delaware
Delaware



Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniReggion Statement Nos. 33-93006 and 333-12704Basm S-3 and Registration
Statement Nos. 33-60549, 33-68646, 33-68648, 35®6383-40973, 333-40981, 333-75803, 333-84705;48%5F2, 333-46576, 333-81438,
333-113736, 33-125183, and 333-139597 on FonoSeur reports dated April 16, 2009, relatinghe consolidated financial statements
financial statement schedule of ValueVision Meth&, and Subsidiaries, and the effectiveness ofi&dision Media, Inc. and subsidiaries’
internal control over financial reporting, appeagrin this Annual Report on Form 10-K of ValueVisibtedia Inc. and subsidiaries for the
year ended January 31, 20

/s/ DELOITTE & TOUCHE LLP

Minneapolis, Minnesota
April 16, 2009



Exhibit 31.1

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

I, Keith R. Stewart, Chief Executive Officer anceBident of ValueVision Media, Inc, certify that:
1. I have reviewed this Annual Report on Form 106fK/alueVision Media, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15(d)-15(f)) for the registrant have:

a. designed such disclosure controls and puoes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b. designed such internal control over finah@porting, or caused such internal control diemncial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d. disclosed in this report any change inrdggstrant’s internal control over financial repog that occurred during the registranthosi
recent fiscal quarter (the registrant’s fourth ¢eiain the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrant’s internal comweer financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. all significant deficiencies and materigaknesses in the design or operation of internatabover financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b. any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s
internal controls over financial reporting.
Date: April 16, 2009

Is/Keith R. Stewart
Keith R. Stewart
Chief Executive Officer and President (priradipxecutive 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, Chief Financial Officer afldveVision Media, Inc., certify that:
1. I have reviewed this Annual Report on Form 106fK/alueVision Media, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15(d)-15(f)) for the registrant have:

a. designed such disclosure controls and puoes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

b. designed such internal control over finah@porting, or caused such internal control diemncial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeatepted accounting principles;

c. evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; and

d. disclosed in this report any change inrdggstrant’s internal control over financial repog that occurred during the registranthosi
recent fiscal quarter (the registrant’s fourth ¢eiain the case of an annual report) that has ma#lieaffected, or is reasonably likely to
materially affect, the registrant’s internal comweer financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. all significant deficiencies and materigaknesses in the design or operation of internatabover financial reporting which are
reasonably likely to adversely affect the regigfeaability to record, process, summarize and refioancial information; and

b. any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s
internal controls over financial reporting.
Date: April 16, 2009

Is/ Frank P. Elsenbast
Frank P. Elsenbast
Senior Vice President, Chief Financial Offi¢erincipal 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{f/alueVision Media, Inc., a Minnesota corporatitine “ Company’), for the year
ended January 31, 2009, as filed with the Secaritiel Exchange Commission on the date hereof (#epbrt”), the undersigned officers of
the Company certify pursuant to 18 U.S.C. Secti®b0] pursuant to Section 906 of the Sarbanes-Oxtewf 2002, that, to their knowledge:

. the Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh1934; anc

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

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

Date April 16, 2009 /s/ Keith R. Stewat
Keith R. Stewar
Chief Executive Officer and President (principateutive officer)

Date April 16, 2009 /s/ Frank P. Elsenbas
Frank P. Elsenba
Senior Vice President, Chief Financial Officer (mipal financial officer’




