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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

VALUEVISION INTERNATIONAL, INC.

AND SUBSIDIARIES CONDENSED

CONSOLIDATED BALANCE SHEETS
(Unaudited)

(In thousands, except share data)

JULY 31, JANUARY 31,

2001 2001
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 85,005 $136,045
Short-term investments 154,875 108,678
Accounts receivable, net 55,249 61,173
Inventories, net 32,379 34,960
Prepaid expenses and other 10,033 9,298
Income taxes receivable 16,195 13,417
Deferred income taxes 3,965 3,965
Total current assets 357,701 367,536
PROPERTY & EQUIPMENT, NET 33,631 33,982
NBC TRADEMARK LICENSE AGREEMENT, NET 29,981 58,386
CABLE DISTRIBUTION AND MARKETING AGREEMENT, NET 6,444 5,701
INVESTMENTS AND OTHER ASSETS, NET 42,439 44,753
DEFERRED INCOME TAXES 397 339

$ 470,593 $510,697

LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Accounts payable $ 46,891 $56,033
Accrued liabilities 20,860 19,338
Total current liabilities 67,751 75,371
SERIES A REDEEMABLE CONVERTIBLE PREFERRED STOCK,
$.01 PER SHARE PAR VALUE, 5,339,500 SHARES AU THORIZED;
5,339,500 SHARES ISSUED AND OUTSTANDING 42,040 41,900
SHAREHOLDERS' EQUITY:
Common stock, $.01 per share par value, 100,0 00,000 shares
authorized; 38,733,096 and 38,578,401 sha res issued
and outstanding 387 386
Warrants to purchase 8,198,485 and 7,854,760 shares of
common stock 47,467 73,170
Additional paid-in capital 286,692 286,258
Accumulated other comprehensive losses (904) (813)
Note receivable from officer (3,946)  (3,863)
Retained earnings 31,106 38,288
Total shareholders' equity 360,802 393,426

$ 470,593 $510,697

The accompanying notes are an integral part oktheadensed consolidated balance sheets.
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VALUEVISION INTERNATIONAL, INC.
AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)

(In thousands, except share and per share data)

FOR THE THREE MONTHS ENDED FOR THE SIX M ONTHS ENDED
JULY 31, JULY 31,
200 1 2000 2001 2000
NET SALES $ 10 4,784 $ 89,511 $ 216,763 $ 175,166
COST OF SALES 6 3,498 55,777 133,208 108,647
Gross profit 4 1,286 33,734 83,555 66,519
Margin % 39.4% 37.7% 38.5% 38.0%
OPERATING EXPENSES:
Distribution and selling 3 6,308 25,997 70,289 52,137
General and administrative 3,935 4,074 8,260 7,886
Depreciation and amortization 2,944 1,390 6,081 2,717
Total operating expenses 4 3,187 31,461 84,630 62,740
OPERATING INCOME (LOSS) ( 1,901) 2,273 (1,075) 3,779

OTHER INCOME (EXPENSE):
Loss on sale of property and

investments (23) (1) (415) (6)
Unrealized loss on security
holdings (56) (19) (270) (63)
Write-down of investments ( 1,560) (583) (7,566) (583)
Equity in losses of affiliates ( 2,879) (405) (4,616) (407)
Interest income 2,493 3,703 5,343 7,464
Total other income (expense) ( 2,025) 2,695 (7,524) 6,405
INCOME (LOSS) BEFORE INCOME TAXES ( 3,926) 4,968 (8,599) 10,184
Income tax provision (benefit) ( 2,236) 1,732 (1,886) 3,768
INCOME (LOSS) BEFORE CUMULATIVE
EFFECT OF ACCOUNTING CHANGE ( 1,690) 3,236 (6,713) 6,416
Cumulative effect of accounting
change - - (329) -
NET INCOME (LOSS) ( 1,690) 3,236 (7,042) 6,416
Accretion of redeemable preferred
stock (70) (69) (140) (139)

NET INCOME (LOSS) AVAILABLE TO COMMON
SHAREHOLDERS $ ( 1,760) $ 3,167 $  (7,182) $ 6,277

NET INCOME (LOSS) PER COMMON SHARE:
Before cumulative effect of

accounting change $ (0.05) $ 0.08 $ (0.18) $ 0.16

Cumulative effect of accounting

change - - (0.01) -
Net income (loss) $ (0.05) $ 0.08 $ (0.19) $ 0.16

NET INCOME (LOSS) PER COMMON SHARE:
- ASSUMING DILUTION:
Before cumulative effect of

accounting change $ (0.05) $ 0.07 $ (0.18) $ 0.14

Cumulative effect of accounting

change - -- (0.01) -
Net income (loss) $ (0.05) $ 0.07 $ (0.19) $ 0.14

Weighted average number of common
shares outstanding:
Basic 38,62 4,727 38,566,364 38,574,919 38,490,124

Diluted 38,62 4,727 47,126,102 38,574,919 47,439,565




The accompanying notes are an integral part oktbeadensed consolidated financial statements.
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COMPREHE
INCOME (

BALANCE, JANUARY 31, 2001

Comprehensive loss:
Net loss $(7,0
Other comprehensive income (loss),
net of tax:
Unrealized losses on securities,
net of tax of $291 4
Gains on securities included
in net loss, net of tax
of $109 1
Cumulative effect of accounting
change, net of tax of $124

Comprehensive loss $(7,1

Revaluation of NBC common stock
purchase warrants

Value assigned to common stock
purchase warrants

Repurchases of common stock

Increase in note receivable from
officers

Exercise of stock options

Accretion on redeemable preferred
stock

BALANCE, JULY 31, 2001

BALANCE, JANUARY 31, 2001

Comprehensive loss:
Net loss
Other comprehensive income (loss),
net of tax:
Unrealized losses on securities,
net of tax of $ 291
Gains on securities included
in net loss, net of tax
of $109
Cumulative effect of accounting
change, net of tax of $124

Other comprehensive income (loss)
Comprehensive loss
Revaluation of NBC common stock
purchase warrants

Value assigned to common stock
purchase warrants

Repurchases of common stock

Increase in note receivable from
officers

Exercise of stock options

VALUEVISION INTERNATIONAL, INC.

AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS' E QUITY

(Unaudited)

COMMON STOCK

FOR THE SIX MONTHS ENDED JULY 31, 2001

(In thousands, except share data)

$ 38,288

NSIVE NUMBER PAR
LOSS) OF SHARES VALUE
38,578,401 $ 386

42) - -
73)
77
05
91) - -
33)
(105,000) @
259,695 2
38,733,096 $ 387
ACCUMULATED NOTE
OTHER RECEIVABLE
COMPREHENSIVE FROM
LOSSES OFFICER
$(813) $(3,863)
- - (7,042

(91) -

COMMON

STOCK
PURCHASE
WARRANTS

(26,878)

1,175

)

ADDITIONAL
PAID-IN
CAPITAL

$ 286,258

TOTAL

SHAREHOLDERS'

EQUITY

$ 393,426

(7,042)

(91)

(26,878)

1,175

(1,275)

(83)

1,710



Accretion on redeemable preferred
stock - - (240

BALANCE, JULY 31, 2001 $(904) $(3,946) $31,106

The accompanying notes are an integral part oetbeadensed consolidated financial statements.
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VALUEVISION INTERNATIONAL, INC.
AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In thousands, except share data)

FOR THE SIX MONTHS ENDED JULY 31,
2001 2000
OPERATING ACTIVITIES:
Net income (loss) $ (7,042) $ 6,416
Adjustments to reconcile net income (loss) to n et cash
provided by operating activities-
Depreciation and amortization 6,081 2,717
Loss on sale of property and investments 415 6
Unrealized loss on security holdings 270 63
Equity in losses of affiliates 4,616 407
Write-down of investments 7,566 583
Cumulative effect of accounting change 329 -
Changes in operating assets and liabiliti es:
Accounts receivable, net 5,867 (1,529)
Inventories, net 2,581 (2,320)
Prepaid expenses and other (1,362) (2,436)
Accounts payable and accrued liabilitie 5 (7,790) 5,190
Income taxes payable (receivable), net (2,778) 8,757
Net cash provided by operating activ ities 8,753 17,854
INVESTING ACTIVITIES:
Property and equipment additions (7,350) (10,024)
Proceeds from sale of investments and property 928 362
Purchase of short-term investments (147,399) (89,389)
Proceeds from sale of short-term investments 101,202 119,779
Payment for investments and other assets (7,609) (32,983)
Issuance of note receivable from officer - (500)
Proceeds from notes receivable - 324
Net cash used for investing activiti es (60,228) (12,431)
FINANCING ACTIVITIES:
Payments for repurchases of common stock (1,275) -
Proceeds from exercise of stock options and war rants 1,710 2,311
Net cash provided by financing activ ities 435 2,311
Net increase (decrease) in cash and cash
equivalents (51,040) 7,734
BEGINNING CASH AND CASH EQUIVALENTS 136,045 138,221
ENDING CASH AND CASH EQUIVALENTS $ 85,005 $ 145,955
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 23 $ 23
Income taxes paid $ 908 $ 11
SUPPLEMENTAL NON-CASH INVESTING
AND FINANCING ACTIVITIES:
Revaluation of common stock purchase warrant S $ 26,878 $ -
Issuance of 343,725 warrants in connection w ith NBC
Distribution and Marketing Agreement $ 1,175 $ -
Accretion of redeemable preferred stock $ 140 $ 139

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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VALUEVISION INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
JULY 31, 2001
(Unaudited)

(1) GENERAL

ValueVision International, Inc. and its Subsidiar{&ValueVision" or the "Company") is an integratticect marketing company that markets
its products directly to consumers through varifaums of electronic media. The Company's operagingtegy incorporates television home
shopping, Internet e-commerce, vendor programmahessand fulfillment services.

The Company's television home shopping businessarsair television home shopping personalitiesiéwket brand name merchandise and
proprietary / private label consumer products amgetitive prices. The Company's live 24-hour per @devision home shopping
programming is distributed primarily through loreysh cable and satellite affiliation agreements taiedpurchase of month-to-month full and
part-time block lease agreements of cable and bestdelevision time. In addition, the Companyrdisites its programming through
Company-owned low power television ("LPTV") stasofThe Company also complements its television hemoe@ping business by the sale
of merchandise through its Internet shopping welgitvw.shopnbc.com) which sells a broad array afcim@ndise and simulcasts its
television home shopping show live 24 hours a dajays a week.

The Company rebranded its growing home shoppingar&tand companion Internet shopping website agpSiBC" and "ShopNBC.com”,
respectively, in fiscal 2001 as part of a wide-iagglirect marketing strategy the Company is purguin conjunction with certain of its
strategic partners. This rebranding is intendegbtstion ValueVision as a multimedia retailer, oiffgg consumers an entertaining, informa
and interactive shopping experience, and positienrdompany as a leader in the evolving convergehtmevision and the Internet. On
November 16, 2000, the Company entered into arusix@ license agreement with National Broadcasfiogpany, Inc. ("NBC") pursuant
which NBC granted ValueVision worldwide use of aBGtbranded name and the Peacock image for a tarpgeiad. The new ShopNBC
name will be promoted as part of a wide-rangingkating campaign that the Company intends to laum¢he second half of 2001.
ValueVision's original intent was to re-launchtievision network and companion Internet websitdar the SnapTV and SnapTV.com
brand names, respectively, in conjunction with NIB@rnet, Inc. ("NBCi"). On June 12, 2000, NBCi annced a strategy to integrate all of
its consumer properties under the single NBCi.coamd, effectively abandoning the Snap name. ThisdevalueVision's search for an
alternative rebranding strategy culminating inltbense agreement with NBC. In mid-1999, the Comyfaninded ValueVision Interactive,
Inc. as a wholly-owned subsidiary of the Compangnmage and develop the Company's Internet e-cooenmatiatives.

The Company, through its wholly-owned subsidiary| ¥ulfillment Center, Inc. ("VVIFC"), provides ftillment, warehousing and
telemarketing services on a cost plus basis totRa#uren Media, LLC ("RLM"). VVIFC's services agreent was entered into in conjunct
with the execution of the Company's investmenteledtronic commerce alliance entered into with FRédph Lauren Corporation, NBC and
other NBC affiliates.

(2) BASIS OF FINANCIAL STATEMENT PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared by the Gonasuant to the rules and
regulations of the Securities and Exchange Comoris€iertain information and footnote disclosuresmally included in financial statemel
prepared in accordance with generally acceptedusticy principles have been condensed or omittext@ordance with such rules and
regulations. The information furnished in the ifmecondensed consolidated financial statementsidied normal recurring accruals and
reflects all adjustments which, in the opinion aimagement, are necessary for a fair presentatisnadf financial statements. Although
management believes the disclosures and informptiesented are adequate to make the informatiomistéading, it is suggested that these
interim condensed consolidated financial statemieat®ead in conjunction with the Company's mostméaudited financial statements and
notes thereto included in its fiscal 2000 Annuab&¢ on Form 10-K. Operating results for the sixattoperiod ended July 31, 2001 are not
necessarily indicative of the results that may Xjgeeted for the fiscal year ending January 31, 2002
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(3) NET INCOME (LOSS) PER COMMON SHARE

The Company calculates earnings per share ("ER%igdordance with the provisions of Statement néRtial Accounting Standards No.
128, "Earnings per Share" ("SFAS No. 128"). BagtSHs computed by dividing reported earnings bywbighted average number of
common shares outstanding for the reported pebddted EPS reflects the potential dilution thaultboccur if securities or other contract:
issue common stock were exercised or convertedcimumon stock of the Company during reported petiod

A reconciliation of EPS calculations under SFAS W28 is as follows:

THREE MONTHS ENDED JULY 31, SIX MONTHS E NDED JULY 31,

2001 2000 2001 2000

Net income (loss) available to
common shareholders $ 1 ,760,000) $ 3,167,000 $ (7,182,000) $ 6,277,000

Weighted average number of common

shares outstanding - Basic 38 ,625,000 38,566,000 38,575,000 38,490,000
Dilutive effect of convertible

preferred stock - 5,340,000 -- 5,340,000
Dilutive effect of stock options and

warrants - 3,220,000 -- 3,610,000

Weighted average number of common
shares outstanding - Diluted 38 ,625,000 47,126,000 38,575,000 47,440,000

Net income (loss) per common share  $ (0.05) $ 0.08 $ (0.19) $ 0.16

assuming dilution $ (0.05) $ 0.07 $ (0.19) $ 0.14

For the quarters ended July 31, 2001 and 2000ectsply, 11,192,000 and 1,755,000 potentially tdiei common shares have been excluded
from the computation of diluted earnings per shaserequired under SFAS No. 128, as the effediaf tnclusion would be antidilutive.

(4) COMPREHENSIVE INCOME (LOSS)

The Company reports comprehensive income (losagéordance with Statement of Financial Accountitan8ards No. 130, "Reporting
Comprehensive Income" ("SFAS No. 130"). SFAS Nd &8tablishes standards for reporting in the firstatements all changes in equity
during a period, except those resulting from inwvesits by and distributions to owners. For the Cargpeomprehensive income (loss)
includes net income (loss) and other comprehensoame (loss), which consists of unrealized holdjains and losses from equity
investments classified as "available-fale". Total comprehensive loss was ($2,046,000)$h,692,000) for the three months ended July
2001 and 2000, respectively. Total comprehensiss eas ($7,133,000) and ($13,158,000) for the sirths ended July 31, 2001 and 2000,
respectively.

(5) SEGMENT DISCLOSURES

Statement of Financial Accounting Standards No, 1Bisclosures about Segments of an EnterpriseRaidted Information” ("SFAS No.
131"), requires the disclosure of certain informatabout operating segments in financial statem&ihis Company's reportable segments are
based on the Company's method of internal reportihich through fiscal 2000 segregated the stratiegsiness units into two segments:
electronic media and print media. In fiscal 199@ €Company sold its remaining direct-mail catalogssdiaries and exited from the print
media business segment. The Company's remainingdsssunits, which are categorized as the electimeidia segment, consist primarily of
the Company's television home shopping businessraerhet shopping website business. Managementelvéswved the provisions of SFAS
No. 131 and determined that the Company meetsgtpegation criteria as outlined in the Statemamtesthe Company's remaining busin
units have similar customers, products and salesegses. As a result, the Company now reportsagke business segment.
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(6) NBC TRADEMARK LICENSE AGREEMENT

In November 2000, the Company entered into a Tradkemicense Agreement with NBC pursuant to whichQ\@anted the Company an
exclusive, worldwide license for a term of 10 yearsise certain NBC trademarks, service marks anthih names to rebrand the Company's
business and corporate name on terms and condggirfsrth in the License Agreement. In connectidth the License Agreement, the
Company issued to NBC warrants to purchase 6,00G08res of the Company's common stock at an eegpcice of $17.375 per share. The
original fair value assigned to the NBC License @gnent and related warrants was determined pursuantindependent appraisal. At the
date of the agreement, a measurement date ha@nioégn established and the Company revalued #uefirark License and warrants to
$59,629,000, the estimated fair value as of JanB&r2001, including professional fees. The Trad&rh&ense asset is being amortized on a
straight-line basis over the ten-year term of tipeament. In March 2001, the Company establishedasurement date with respect to the
NBC Trademark License Agreement by amending theeagent, and fixed the fair value of the Trademacehse asset at $32,837,0

which is being amortized over the remaining ternthef Trademark License Agreement.

(7) EQUITY INVESTMENTS

As of July 31, 2001, the Company had equity invesits totaling approximately $40,334,000 of whic2,$82,000 related to the Company's
investment in RLM after adjusting for the Compargdsiity share of RLM losses under the equity methfoatcounting. At July 31, 2001,
investments in the accompanying consolidated balaheet also include approximately $5,721,000eéla equity investments made in
companies whose shares are traded on a public eyehbovestments in common stock are classifie@eailable-for-sale” investments and
are accounted for under the provisions of StatemERinancial Accounting Standards No. 115, "Acdingfor Certain Investments in Debt
and Equity Securities" ("SFAS No0.115"). Investmantthe form of stock purchase warrants are acaalifdr under the provisions of
Statement of Financial Accounting Standards No, 188counting for Derivative Instruments and Hedgifctivities" ("SFAS No0.133") as
discussed in Note 10. In addition to the Compaimysstment in RLM, investments at July 31, 2001ude certain other nonmarketable
equity investments in private and other enterpristing approximately $2,011,000 which are caraethe lower of cost or net realizable
value.

In February 2000, the Company entered into a gfi@liance with Polo Ralph Lauren, NBC, NBCi aBMBC.com and created RLM, a
joint venture formed for the purpose of bringing Polo Ralph Lauren American lifestyle experiermednsumers via multiple platforn
including the Internet, broadcast, cable and pfihe Company owns a 12.5% interest in RLM. In catina with forming this strategic
alliance, the Company has committed to provideous0 million of cash for purposes of financing RMperating activities of which
approximately $42 million has been funded througly 31, 2001. Currently, the Company's investmaiRLM is $32,602,000 after adjusti
for the Company's equity share of RLM's losses wtiteequity method of accounting. The RLM joinhtugre is still considered a start-up
venture and to date has incurred significant opegdbsses since it commenced operations in Nove2®@0. Being a minority shareholder,
the Company does not have direct control over titadegjic operational direction of this joint verguNo assurance can be given that this
alliance will be successful or that the Company bal able to ultimately realize any return on ienership interest in RLM. The Company
has also committed and spent significant resountang over $12 million to develop facilities atlow the Company to fulfill its service
obligations to RLM. There can be no assurancettia€Company will recover its costs for developiing @onstructing these facilities and, if
the alliance were not successful, the Company whale limited ability to recover such costs.

The Company evaluates the carrying values of itedtments using recent financing and securities#etions, present value and other pri
models, as well as by evaluating financial conditicquidity prospects, cash flow forecasts and paring operating results to plan.
Impairment losses are recorded if events or cirtcantgs indicate that such investments may be impaind the decline in value is other tl
temporary. In the first half of fiscal 2001, ther@any recorded pre-tax investment losses totalih§eh,000 of which $6,006,000 related to
the write-off of the Company's investment in Inefroompany Wine.com pursuant to its announced erapltayoff, sale of assets to
eVineyard.com and subsequent dissolution. The mexin fair value were determined by the Comparhetother than temporary.

(8) NBC DISTRIBUTION WARRANTS

In the first quarter ended April 30, 2001, the Campissued to NBC warrants to purchase 343,72%shdrthe Company's common stock at
an exercise price of $23.07 per share. The warais issued in connection with the Company's [bistion and Marketing Agreement with
NBC which provides that warrants will be granted@atrent market prices upon the achievement ofiipgoals in connection wit

distribution of the Company's television programgnimith respect to FTE subscriber homes. The

9



warrants are immediately exercisable, and havena®é 5 years. The fair value assigned to the itistion warrants of $1,175,000, was
determined using the Black Scholes warrant valnatiodel and is being amortized over the seven-weaghted average term of the new
distribution agreements.

(9) RELATED PARTY TRANSACTION

At July 31, 2001 the Company held a note receivaiitding $3,946,000, including interest (the "Ngtieom an officer of the Company for a
loan made in accordance with provisions set fartbuch officer's employment agreement with the CaamgpThe Note is reflected as a
reduction of shareholders' equity in the accompangbnsolidated balance sheet as the Note is e@lated by a security interest in vested
stock options and in shares of the Company's constauk to be acquired by the officer upon the egerof such vested stock options.

(10) ADOPTION OF SFAS NO. 133

SFAS No. 133, "Accounting for Derivative Instrumeiaind Hedging Activities", establishes accounting geporting standards requiring that
derivative instruments, as defined in the standaedecorded in the balance sheet as either ahadsbility measured at its fair value. SF
No. 133 requires changes in the derivative's faliue to be recognized currently in earnings undgesific hedge accounting criteria are n
The Company adopted the provisions of SFAS No. 48%imended, effective February 1, 2001. The imyfatte initial adoption of SFAS
No. 133 was ($329,000) and is reflected in the obdated statement of operations as a cumulatifecedf change in accounting princip

For the six-month period ended July 31, 2001, tbm@any also recorded unrealized losses on sedwitings of ($270,000) relating to fair
value adjustments made with respect to derivatirernon stock purchase warrants held by the Company.

(11) 2001 OMNIBUS STOCK PLAN

In June 2001, the shareholders of the Company \totagprove the 2001 Omnibus Stock Plan (the "Z@ah"), which provides for the
issuance of up to 3,000,000 shares of the Compaasisnon stock. The 2001 Plan is administered byoibmpany's Compensation
Committee (the "Committee") and has two basic camepts, discretionary options for employees and witansts and options for outside
directors. All employees of the Company or itslefes are eligible to receive awards under thelZ@@an. The Committee may also award
nonstatutory stock options under the 2001 Plandoriduals or entities who are not employees bub wiovide services to the Company in
capacities such as advisors, directors and comssitdhe types of awards that may be granted uhée2001 Plan include restricted and
unrestricted stock, incentive and nonstatutorylstgations, stock appreciation rights, performanai¢ésuand other stock-based awards.
Incentive stock options may be granted to partitipat such exercise prices as the Committee mayndime but not less than 100% of the
fair market value of the underlying stock as of dlage of grant. With respect to incentive stockans, no stock option may be granted more
than ten years after the effective date of the Z0@h or be exercisable more than ten years diteddte of grant. The 2001 Plan also prov
for additional restrictions on incentive stock opt granted to an individual who beneficially ovtf@®®6 or more of the outstanding shares of
the Company. The 2001 Plan also provides for ogjiamts on an annual basis to each outside dire€the Company. All options granted to
outside directors pursuant to the 2001 Plan arstatutory stock options with an exercise price €tpua00% of the fair market value of the
underlying stock as of the date of grant.

(12) COMMON STOCK REPURCHASE PROGRAM

In the second quarter of fiscal 2001, the CompaBgard of Directors authorized a $25 million comnsbock repurchase program whereby
the Company may repurchase shares of its commahk stdhe open market and through negotiated ticimses, at prices and times deemed
to be beneficial to the longrm interests of shareholders and the Companyrdjechase program is subject to applicable siesitaws an
may be discontinued at any time without any obigabr commitment by the Company to repurchaseradiny portion of the shares covered
by the authorization. The Company initiated thecpasing of shares under the new stock purchasegmoig late August 2001. In the first
quarter of fiscal 2001, the Company had repurcha8&000 shares of its common stock under a preljicauthorized stock repurchase
program for a total net cost of $1,275,000.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

INTRODUCTION

The following discussion and analysis of financiahdition and results of operations should be ieratnjunction with the Company's
accompanying unaudited condensed consolidateddialastatements and notes included herein andutieéeal consolidated financial
statements and notes included in the Company's #liReport on Form 10-K for the fiscal year endeduday 31, 2001.

SELECTED CONDENSED CONSOLIDATED FINANCIAL DATA

DOLLAR A
PERCENTAGE OF
THE THR
ENDED

NET SALES 100.0%

GROSS MARGIN 39.4%
Operating expenses:
Distribution and selling 34.6%
General and administrative 3.8%
Depreciation and amortization 2.8%

Operating income (loss) (1.8)%

MOUNT AS A DOLLAR AMOUNT AS A
NET SALES FOR  PERCENTAGE OF NET SALES FOR
EE MONTHS THE SIX MONTHS
JULY 31, ENDED JULY 31,
2000 2001 2000
100.0% 100.0% 100.0%
37.7% 38.5% 38.0%
29.0% 32.4% 29.7%
4.6% 3.8% 4.5%
1.6% 2.8% 1.6%
35.2% 39.0% 35.8%
2.5% (0.5)% 2.2%
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

OVERVIEW

ValueVision International, Inc. and its Subsidiar{&ValueVision" or the "Company") is an integratticect marketing company that markets
its products directly to consumers through varifmums of electronic media. The Company's operadingtegy incorporates television home
shopping, Internet e-commerce, vendor programmahgssand fulfillment services.

The Company's television home shopping businessarsair television home shopping personalitiem#oket brand name merchandise and
proprietary / private label consumer products amgetitive prices. The Company's live 24-hour per @devision home shopping
programming is distributed primarily through loreyr cable and satellite affiliation agreements thedpurchase of month-to-month full and
part-time block lease agreements of cable and besdelevision time. In addition, the Companyrdisites its programming through
Company-owned low power television ("LPTV") stasoThe Company also complements its television hema@ping business by the sale
of merchandise through its Internet shopping wel{gitvw.shopnbc.com) which sells a broad array afcim@ndise and simulcasts its
television home shopping show live 24 hours a dajays a week.

The Company rebranded its growing home shoppingar&tand companion Internet shopping website agpSIBC" and "ShopNBC.com”,
respectively, in fiscal 2001 as part of a wide-iagglirect marketing strategy the Company is purguim conjunction with certain of its
strategic partners. This rebranding is intendegbtstion ValueVision as a multimedia retailer, oiffgg consumers an entertaining, informa
and interactive shopping experience, and positiendompany as a leader in the evolving convergehtsevision and the Internet. On
November 16, 2000, the Company entered into arusixd license agreement with National Broadcasfinogipany, Inc. ("NBC") pursuant
which NBC granted ValueVision worldwide use of aBGtbranded name and the Peacock image for a tarpgeiad. The new ShopNBC
name will be promoted as part of a wide-rangingkating campaign that the Company intends to laum¢he second half of 2001.
ValueVision's original intent was to re-launchtitevision network and companion Internet websitdar the SnapTV and SnapTV.com
brand names, respectively, in conjunction with NIR@rnet, Inc. ("NBCi"). On June 12, 2000, NBCi annced a strategy to integrate all of
its consumer properties under the single NBCi.coamd, effectively abandoning the Snap name. ThisdevalueVision's search for an
alternative rebranding strategy culminating inltbense agreement with NBC. In mid-1999, the Conydannded ValueVision Interactive,
Inc. as a wholly-owned subsidiary of the Compangnamage and develop the Company's Internet e-cocenmgtiatives.

The Company, through its wholly-owned subsidiary| ¥ulfillment Center, Inc. ("VVIFC"), provides ftillment, warehousing and
telemarketing services on a cost plus basis tofRa#uren Media, LLC ("RLM"). VVIFC's services agreent was entered into in conjunct
with the execution of the Company's investmentelrdtronic commerce alliance entered into with FRddph Lauren Corporation, NBC and
other NBC affiliates.

WRITE-DOWN OF INVESTMENTS

In the first half of fiscal 2001, the Company reded pre-tax investment losses totaling $7,566,00&hich $6,006,000 related to the write-
off of the Company's investment in Internet comp¥#figie.com pursuant to its announced employee lagafé of assets to eVineyard.com
and subsequent dissolution. The declines in fdirevevere determined by the Company to be other tiaporary.

RESULTS OF OPERATIONS
NET SALES

Consolidated net sales, inclusive of shipping aadting revenue (reclassified effective January?801 per EITF Issue No. 00-10) for the
three months ended July 31, 2001 (fiscal 2001) B&@=,784,000 compared with net sales of $89,501f@0the three months ended July
2000 (fiscal 2000), a 17% increase. Consolidategaes, inclusive of shipping and handling revefou¢he six months ended July 31, 2001
were $216,763,000 compared with $175,166,000 stk months ended July 31, 2000, a 24% incredseiricrease in net sales is directly
attributable to the continued improvement in aratéased sales from the Company's television homgpsing and Internet operations, as v
as a result of amounts billed for fulfillment se®$ provided in connection with the Company's seragreement with Ralph Lauren Media.
Net sales attributed to the Company's televisiandnshopping and Internet businesses increased A $%02,676,000 for the quarter enc
July 31, 2001 from $88,107,000 for the comparabileryear period. On a year-to-date basis, netssateibuted to the Company's television
home shopping and Internet businesses increased

12



22% to $212,171,000 for the six months ended Jujy2801 from $173,370,000 for the comparable préar period. The challenging retail
economic environment currently being experiencethieyCompany and other merchandise retailers hha In@gative affect on total net sales
growth for the quarter and year-to-date period® gtowth in home shopping net sales is primarilsitattable to the growth in FTE homes
receiving the Company's television programming Wwhicreased by 9 million homes since December 200@gver, the complete net sales
impact and productivity from these additional honsestill to be realized as these additional nemés have yet to mature. During the 12-
month period ended July 31, 2001, the Company adgptbximately 12.0 million FTE subscriber home438&c increase. In addition to new
FTE subscriber homes, television home shoppindrtednet sales increased due to the continuediaddif new customers from households
already receiving the Company's television homepimy programming, an increase in the average aiderand a 283% year-to-date
increase in Internet sales over the prior year. Chmpany intends to continue to test and changaétshandising and programming
strategies with the goal of improving its televisitome shopping and Internet sales results. Howexele the Company is optimistic that
television home shopping and Internet sales reusiiltgontinue to improve, there can be no assueaghat such changes in strategy will
achieve the intended results.

GROSS PROFITS

Gross profits for the second quarter ended Jul28@1 and 2000 were $41,286,000 and $33,734,080ectvely, an increase of $7,552,000
or 22%. Gross margins for the three months endigd31L 2001 and 2000 were 39.4% and 37.7%, respytiGross profits for the six
months ended July 31, 2001 and 2000 were $83,58%080 $66,519,000, respectively, an increase of0867000 or 26%. Gross margins for
the six months ended July 31, 2001 and 2000 wet@88&nd 38.0%, respectively. The principal reaswrilfe increase in gross profits was
the increased sales volume from the Company'sisgdevhome shopping and Internet businesses. litiaddgross profits increased from
amounts billed for fulfillment services to Ralphuran Media. Overall, second quarter and year-te-tidévision and Internet gross margins
between comparable periods improved over prior peanarily as a result of improved and favorableder pricing on jewelry merchandise
and increases in the gross margin percentages ielélstronics/computer product category.

OPERATING EXPENSES

Total operating expenses for the three and six hsoanded July 31, 2001 were $43,187,000 and $80630respectively, versus
$31,461,000 and $62,740,000 for the comparable pear periods. Distribution and selling expenszeased $10,311,000 or 40% to
$36,308,000 or 35% of net sales during the secoader of fiscal 2001 compared to $25,997,000 86 28 net sales for the comparable
prior-year period. Distribution and selling expeimrsaeased $18,152,000 or 35% to $70,289,000 or 828¢t sales for the six months ended
July 31, 2001 compared to $52,137,000 or 30% ofalets for the comparable prior-year period. Dostibn and selling expense increased
primarily as a result of increases in net cablessdees due to a 41% year-to-date increase mutnder of average FTE subscribers over the
prior year, increased marketing and advertising,faad increased costs associated with creditgrakssing and telemarketing primarily
resulting from increased sales. Distribution arltirgeexpense increased as a percentage of net gads the prior year primarily as a resul
the Company's fixed cable access fee expense bawing at a faster rate than the related increnhémtaease in television home shopping
net sales, which is to be expected from the ineasibscriber carriage over the prior year.

General and administrative expense for the threstimscended July 31, 2001 decreased $139,000 oo 34,935,000 or 4% of net sales
compared to $4,074,000 or 5% of net sales forttheetmonths ended July 31, 2000. For the six maeided July 31, 2001, general and
administrative expense increased $374,000 or 5$8,260,000 or 4% of net sales compared to $7,88608% of net sales for the six
months ended July 31, 2000. On a year to date,lipeieral and administrative expense increased tierprior year primarily as a result of
increases in personnel costs, travel and informatystems costs, including increased consultingpdacement fees. General and
administrative expense as a percentage of netdeéesased over prior year as a result of expegrsesng at a slower rate than the increase
in television home shopping and Internet net sales the prior year due to tight management comtvel spending.

Depreciation and amortization expense for the thteaths ended July 31, 2001 was $2,944,000 verk398,000, representing an increase
of $1,554,000 or 112% from the comparable priorymaiod. Depreciation and amortization expenseHersix months ended July 31, 2001
was $6,081,000 versus $2,717,000, representingcaease of $3,364,000 or 124% from the comparaie-pear period. Depreciation and
amortization expense as a percentage of net saléisef three and six months ended July 31, 20022808 were 3% and 2%, each,
respectively. The dollar increase is primarily do@dditional amortization incurred in fiscal 20@lconnection with the Company's NBC
Trademark License Agreement and increased depi@timssociated with the Company's fixed assetdfilliment service obligations with
RLM.
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OPERATING INCOME (LOSS)

For the three months ended July 31, 2001, the Coypported an operating loss of $1,901,000 congpr@perating income of $2,273,000
for the three months ended July 31, 2000, a deerea®4,174,000. For the six months ended July28Q1, the Company reported an
operating loss of $1,075,000 compared to operatiogme of $3,779,000, a decrease of $4,854,000rafipg income decreased from prior
year primarily as a result of the Company achieV@sg than expected sales levels in the secondequaupled with increased distributi

and selling expenses, particularly net cable adeessfor which the expense of adding approximaatyillion new homes over the last six
months is being incurred but the future revenuesbieand productivity of these additional homegas to be realized. The net sales shortfall
has been a direct result of the challenging ecoa@mvironment in general and soft retail markgtanticular. In addition, operating income
also decreased as a result of increased amortizajpense associated with the Company's Tradenmegkde Agreement with NBC and
increases in depreciation associated with the Cagipéixed assets and fulfillment obligations wRhM. Second quarter and year to date
operating expense increases were offset by theaserin net sales and gross profits reported bgonepany's television home shopping and
Internet businesses.

NET INCOME (LOSS)

For the three months ended July 31, 2001, the Coynmported a net loss available to common shadehslof $1,760,000 or $.05 per share
on 38,625,000 weighted average common shares ndistp compared with net income available to comsivareholders of $3,167,000 or
$.07 per share on 47,126,000 diluted weighted geecammon shares outstanding ($.08 per share 66@800 basic shares) for the quarter
ended July 31, 2000. The net loss available to comshareholders for the quarter ended July 31, Rfdddes a pre-tax loss of $1,560,000
related to the write off of certain pre-2000 inveshts whose decline in fair value was determindaktother than temporary and pre-tax
losses totaling $79,000 recorded on the sale alings of the Company's property and other investsid=or the quarter ended July 31,
2001, the net loss available to common shareholsesincluded a preax loss of $2,879,000 related to the Company'g&equerest in RLV
and interest income totaling $2,493,000 earnecherCompany's cash and short-term investments.nideirie available to common
shareholders for the quarter ended July 31, 20€Qdes pre-tax losses totaling $603,000 recordetth®@sale and holdings of the Company's
property and investments. For the quarter endgd3Iyl2000, net income available to common shadshelalso included a pre-tax loss of
$405,000 related to the Company's equity intereRLiM and interest income totaling $3,703,000.

Excluding the net one-time gains/losses on theaadeholdings of property and investments and athertime charges/benefits, the net loss
available to common shareholders for the quartdee@duly 31, 2001 totaled $1,464,000, or $.04 parescompared to net income available
to common shareholders of $3,540,000, or $.08 fhated share ($.09 per basic share) for the quarided July 31, 2000.

For the six months ended July 31, 2001, the Compepgrted a net loss available to common sharetolofe$7,182,000 or $.19 per share on
38,575,000 weighted average common shares outs@raimpared with net income available to commaretiolders of $6,277,000 or $.14
per share on 47,440,000 diluted weighted averagemmm shares outstanding ($.16 per share on 38@@0#sic shares) for the six months
ended July 31, 2000. The net loss available to comshareholders for the six months ended July @21 2ncludes a pre-tax loss of
$7,566,000 related primarily to the wriiewn of the Company's investment in Internet retailVine.com and other investments whose de
in fair values were determined by the Company totber than temporary and pre-tax losses total68 800 recorded on the sale and
holdings of the Company's property and other imaestts. For the six months ended July 31, 2001n¢héoss available to common
shareholders also included a pre-tax loss of $40806related to the Company's equity interest iMiRa loss of $329,000 relating to the
cumulative effect of adopting SFAS No. 133 andrieééincome totaling $5,343,000 earned on the Cogipaash and short-term
investments. Net income available to common shéden® for the six months ended July 31, 2000 inetupre-tax losses totaling $652,000
recorded on the sale and holdings of the Compamngfserty and investments. For the six months eddéd31, 2000, net income available to
common shareholders also included a pre-tax 10$4@7,000 related to the Company's equity inténeRLM and interest income totaling
$7,464,000.

Excluding the net one-time gains/losses on theaadeholdings of property and investments and athertime charges/benefits, the net loss
available to common shareholders for the six moatited July 31, 2001 totaled $195,000, or $.05kpare compared to net income avail
to common shareholders of $6,648,000, or $.14 jhated share ($.17 per basic share) for the sixthmoanded July 31, 2000.

The Company's year-tate effective tax rate is lower than its histdriffective tax rate as a result of the timing watfure tax benefits relatir
to certain investments written down during thetfiralf of fiscal 2001 and an increase in the miixndérest income
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generated from tax-free, short-term investments prier year offset by a tax benefit recorded ia s#econd quarter relating to a previously
written off capital investment.

PROGRAM DISTRIBUTION

The Company's television home-shopping programmiag available to approximately 47.6 million home®aJuly 31, 2001, as compared
to 42.6 million homes as of January 31, 2001 ar6t6 million homes as of July 31, 2000. The Comyfsaprogramming is currently
available through affiliation and time-block purskaagreements with approximately 560 cable orlgatsystems. In addition, the Company's
programming is available unscrambled to homes @gapvith satellite dishes and is broadcast fulletiover eleven Company-owned, low-
power television stations in major markets. AswdfB1, 2001 and 2000, the Company's programmirgjavailable to approximately 39.7
million and 27.7 million FTE households, respediivés of January 31, 2001, the Company's programymias available to 34.2 million
FTE households. Approximately 33.9 million and 1&iflion households at July 31, 2001 and 2000, e#etpely, received the Company's
programming on a full-time basis. Homes that ree¢he Company's television home shopping program@hhours per day are counted as
one FTE each and homes that receive the Compamwgsamming for any period less than 24 hours ammtsa based upon an analysis of
time of day and day of week. The Company's telexisiome shopping programming is also broadcastivbours a day, 7 days a week
through its Internet shopping website (www.shopotaa) which is not included in total FTE households.

FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

As of July 31, 2001, cash and cash equivalentshod-term investments were $239,880,000, compar&@44,723,000 as of January 31,
2001, a $4,843,000 decrease. For the six monthedehdy 31, 2001, working capital decreased $2(1bto $289,950,000 driven primarily
from the reduction in cash and cash equivalentsshpnd-term investments. The current ratio wasab.Buly 31, 2001 compared to 4.9 at
January 31, 2001. At July 31, 2001, short-term stiments and cash equivalents were invested priyriarihoney market funds, high quality
commercial paper with original maturity dates afd¢han two hundred and seventy (270) days andtiment grade corporate and municipal
bonds and other tax advantaged certificates withira maturity dates and/or tender option termgag from one month to one year. The
average maturity of the Company's investment pliotfe approximately 30 days.

Total assets at July 31, 2001 were $470,593,000paced to $510,697,000 at January 31, 2001. Shaexkbequity was $360,802,000 at
July 31, 2001, compared to $393,426,000 at Jar@Brg001, a $32,624,000 decrease. The decreakansh®lders' equity and total assets for
the six-month period ended July 31, 2001 resultédarily from the $26,878,000 revaluation of comnstack purchase warrants granted to
NBC in connection with the Company's NBC Trademaddense Agreement pursuant to the establishmeatfieed measurement da
Shareholders' equity also decreased as a req@tofding a $7,042,000 net loss for the six-momttiga primarily attributable to write downs
of historical investments. In addition, sharehadtleguity also decreased $1,275,000 in connectitinthe Company's first quarter repurch

of 105,000 common shares under a previously amhadstock repurchase plan, $83,000 relating te@aszd notes receivable from officers,
the recording of net unrealized losses on investsngassified as "available-for-sale" totaling $81) and accretion on redeemable preferred
stock of $140,000. These decreases were offsetdogases in shareholders' equity relating to theaisce of 343,725 common stock purchase
warrants valued at $1,175,000 to NBC and by prazeeckeived of $1,710,000 related to the exercistaak options.

For the six-month period ended July 31, 2001, aehgrovided by operating activities totaled $8,868 compared to net cash provided by
operating activities of $17,854,000 for the six-rioperiod ended July 31, 2000. Cash flows from apens after adding back depreciation
and amortization expense, which the Company defiséSBITDA, was a positive $5,006,000 for the sbniths ended July 31, 2001,
compared to a positive $6,496,000 for the same-year period. Net cash provided by operating &@iv for the six months ended July 31,
2001 reflects a net loss, as adjusted for depieniand amortization, writdown of investments, unrealized losses on sechalgings, equit
in losses of affiliates, the cumulative effect dbating SFAS No. 133 and losses on the sale ofgotpjand investments. In addition, net cash
provided by operating activities for the six monémsled July 31, 2001 reflects decreases in accoeces/able and inventories, offset by an
increase in income taxes receivable, prepaid exysesisd a decrease in accounts payable and actab#itids. Accounts receivable decrea
primarily due to the timing of customer collectionade pursuant to the "ValuePay" installment pnograreduction in sales made utilizing
extended payment terms, decreased vendor airticeévedbles and decreased interest receivable negditbm lower interest rates driven by
reductions in federal funds rates. Inventories el@eed from year-end due to the timing of merchandiseipts, typical lower inventory levels
during the second quarter summer season and aygresanagement of inventory. The decrease in adsqayable and accrued liabilities is
a direct result of the decrease in inventory leagid the timing of vendor payments.
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Net cash used for investing activities totaled $86,000 for the six months ended July 31, 2001¢ckwiias primarily offset by an increase
short-term investments of $46,197,000, comparettta@ash used for investing activities of $12,46Q,fr the six months ended July 31,
2000. For the six months ended July 31, 2001 af® 2&penditures for property and equipment werd3k 000 and $10,024,000,
respectively. Expenditures for property and equipinaeiring the periods ended July 31, 2001 and 2000arily include capital expenditures
made for the upgrade and conversion of new compatitware, related computer equipment and othéceoquipment, warehouse
equipment, production equipment and expenditurdsasehold improvements. Principal future capixplemditures include the upgrade of
television production and transmission equipmentthe upgrade and replacement of computer softwgstems and related computer
equipment associated with the expansion of the @Goryip home shopping business ar@bpymnerce initiatives. In the first six months «da
2001, the Company invested $147,399,000 in vasbiest-term investments, received proceeds of $021020 from the sale of short-term
investments, received proceeds of $928,000 fronsdle of property and investments and made disimasts of $7,609,000 for certain
investments and other long-term assets primarigted to the Company's equity interest in RLM.Ha first six months of fiscal 2000, the
Company invested $89,389,000 in various short-iesastments, received proceeds of $119,779,000 fhensale of short-term investments,
made disbursements of $32,983,000 for certain tnversts and other assets, made a $500,000 loandfficer of the Company, received
proceeds of $362,000 from the sale of propertyiameistments and received proceeds of $324,000rnexdion with the repayment of
outstanding notes receivable.

Net cash provided by financing activities totald®$,000 for the six months ended July 31, 2001rateded primarily to cash procee
received totaling $1,710,000 from the exercisetofls options offset by payments made of $1,275j80®njunction with the repurchase of
105,000 shares of the Company's common stock ifirffteuarter at an average price of $12.14 pareshNet cash provided by financing
activities totaled $2,311,000 for the six monthdeshJuly 31, 2000 and related to proceeds recéivetthe exercise of stock options.

Management believes that funds currently held byGbmpany will be sufficient to fund the Comparoperations, anticipated capital
expenditures, strategic investments and cable hatees over the next twelve months.

CAUTIONARY STATEMENT FOR PURPOSES OF THE "SAFE HARB OR" PROVISIONS OF THE
PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

Information contained in this Form 10-Q and in othmaterials filed by the Company with the Secusited Exchange Commission (as well
as information included in oral statements or otketten statements made or to be made by the Comwg@ntain various "forward-looking
statements" within the meaning of federal secuitigvs which represent management's expectatiobsliefs concerning future events.
These statements are based on management's axpeatations and are accordingly subject to unieéytand changes in circumstances.
Actual results may vary materially from the expéotas contained herein due to various importanitofis including (but not limited to):
consumer spending and debt levels; interest ragasonal variations in consumer purchasing a@sjitompetitive pressures on sales; pri
and gross profit margins; the level of cable artdlbge distribution for the Company's programmangd fees associated therewith; the succes:s
of the Company's e-commerce and rebranding iniiafithe performance of the Company's equity imeests; the success of the Company's
strategic alliances and relationships; the perfoiceaof Ralph Lauren Media and the Company's ulémeturn on this investment; the ability
of the Company to manage its operating expenseessitilly; risks associated with acquisitions; gemin governmental or regulatory
requirements; litigation or governmental proceediaffecting the Company's operations; and thetalofithe Company to obtain and retain
key executives and employees. Investors are caditmat all forward-looking statements involve résid uncertainty and the Company is
under no obligation (and expressly disclaims arghsabligation to) update or alter its forward-loofistatements whether as a result of new
information, future events or otherwise.

In addition to any specific risks and uncertaintiecussed in this Form 10-Q, the risks and unitdiga discussed in detail in the Company's
Form 10-K for the fiscal year ended January 31,128@ecifically under the caption entitled "Riskcteas”, provide information which should
be considered in evaluating any of the Companyisdad-looking statements. In addition, the factd aimcumstances that exist when any
forward-looking statements are made and on whiokehorward-looking statements are based may ggnily change in the future, thereby
rendering obsolete the forward-looking statementsvbich such facts and circumstances were based.

16



VALUEVISION INTERNATIONAL, INC. AND SUBSIDIARIES
PART Il OTHER INFORMATION
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The annual meeting of shareholders of ValueVisiderhational, Inc. pursuant to due call by the BlazrDirectors was held on June 21,
2001. Shareholders holding 40,818,786 shares (canand preferred shares), or approximately 92.94%ebutstanding shares, were
represented at the meeting by proxy or in persattévs submitted at the meeting for vote by theedi@ders were as follows:

(a) Election of Directors

The following nominees were elected with the foliogvvotes to serve as members of the Board of Rireantil the next annual meeting of
shareholders in 2002 or until such time as a ssotenay be elected:

Shares Shares

Voted For Withheld
Gene McCaffery -37477383 ----- ;,1;»41,403
Marshall S. Geller 40,484,814 333,972
Robert J. Korkowski 40,574,978 243,808
Paul D. Tosetti 40,355,439 463,347
Mark W. Begor* 5,339,500
John L. Flannery, Jr.* 5,339,500

* Messrs. Begor and Flannery are the representatif’éhe holders of the Company's Series A Redelen@nvertible Preferred stock.
(b) Adoption of the ValueVision International, 1001 Omnibus Stock Plan

Shareholders approved the adoption of the ValueWisiternational, Inc. 2001 Omnibus Stock Plan fhiog for the issuance of 3,000,0000
shares thereunder by a vote of 22,618,233 shafasadn, 9,631,045 shares against, and 59,043 shbstained.

(c) Ratification of current fiscal year independauntlitor

Shareholders ratified the appointment of Arthur Arsgtn LLP as independent auditors for the fiscat yading January 31, 2002 by a vote of
40,796,139 shares in favor, 14,303 shares againgt8,344 shares abstained.
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ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(a) Exhibits

10.1 ValueVision International, Inc. 2001 Omnibueck Plan
(b) Reports on Form 8-K

None
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned thereunto duly authorized.

VALUEVISION INTERNATIONAL, INC. AND SUBSIDIARIES

/sl Gene McCaffery

Gene McCaffery
Chi ef Executive O ficer
(Principal Executive Oficer)

/sl Richard D. Barnes

Ri chard D. Barnes

Executive Vice President, Chief Financial
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EXHIBIT 10.1
VALUEVISION INTERNATIONAL, INC.
2001 OMNIBUS STOCK PLAN

1. PURPOSE. The purpose of the ValueVision Intéonat, Inc. 2001 Omnibus Stock Plan (the "Plan'tpisnotivate key personnel to
produce a superior return to the shareholderseo€Cibmpany by offering such personnel an opportunitgalize Stock appreciation, by
facilitating Stock ownership and by rewarding thimachieving a high level of corporate financiarformance. The Plan is also intended to
facilitate recruiting and retaining key personniebotstanding ability by providing an attractivepgal accumulation opportunity. Additional
the Plan is intended to provide Outside Directoith &n opportunity to acquire a proprietary int¢iegshe Company, to compensate Outside
Directors for their contribution to the Company aadid in attracting and retaining Outside Diresto

2. DEFINITIONS.
2.1 The terms defined in this Section are used ¢apitalized) elsewhere in the Plan.

(a) "AFFILIATE" means any corporation that is a "RENT CORPORATION" or "SUBSIDIARY CORPORATION" of hCompany, as
those terms are defined in Code Section 424(e)fynor any successor provisions.

(b) "AGREEMENT" means (i) a written contract corneig with the terms of the Plan entered into betwtbe Company or an Affiliate and a
Participant and (ii) containing the terms and ctiods of an Award in such form and not inconsistsith this Plan as the Committee shall
approve from time to time, together with all amemats thereto, which amendments may be unilatenadigie by the Company where such
amendment is required as a matter of law.

(c) "AWARD" or "AWARDS" means a grant made undestRlan in the form of Restricted Stock, Option®c® Appreciation Rights,
Performance Units, Stock or any other stock-baseta

(d) "BOARD" means the Board of Directors of the Guamny.
(e) "CODE" means the Internal Revenue Code of 188@mended and in effect from time to time or sugcessor statute.

(f) "COMMITTEE" means the two or more Non-Employegectors designated by the Board to administeiPdae under Plan Section 3.1
and constituted so as to permit grants therebptopty with Exchange Act Rule 16b-3 and Code Secti®?(m).

(g) "COMPANY" means ValueVision International Ine.Minnesota corporation, or the successor toralibstantially all of its businesses
merger, consolidation, purchase of assets or otkerw

(h) "EFFECTIVE DATE" means the date specified infPSection 12.1.
() "EMPLOYEE" means an employee (including a dgfior director who is also an employee) of the Canypor an Affiliate.

() "EVENT" means any of the following



(1) The acquisition by any individual, entity oiogp (within the meaning of Exchange Act Section&}(3) or

14(d)(2)) of beneficial ownership (within the meagiof Exchange Act Rule 13d-3) of 30% or more tfiei (i) the then-outstanding shares of
common stock of the Company (the "OUTSTANDING COMPACOMMON STOCK") or (ii) the combined voting powef the then-
outstanding voting securities of the Company eatitb vote generally in the election of the Bodhad (OUTSTANDING COMPANY

VOTING SECURITIES"); provided, however, that théléawing acquisitions shall not constitute an Event:

(A) any acquisition of common stock or voting setbes of the Company directly from the Company,
(B) any acquisition of common stock or voting séies of the Company by the Company or any of itelly owned Subsidiaries,

(C) any acquisition of common stock or voting sé&@s of the Company by any employee benefit ptarrélated trust) sponsored or
maintained by the Company or any of its Subsidéare

(D) any acquisition by any corporation with respctvhich, immediately following such acquisitianpre than 70% of, respectively, the
then-outstanding shares of common stock of sughocation and the combined voting power of the thatstanding voting securities of such
corporation entitled to vote generally in the dlmtiof directors is then beneficially owned, ditgar indirectly, by all or substantially all of
the individuals and entities who were the beneficianers, respectively, of the Outstanding Comp@oynmon Stock and Outstanding
Company Voting Securities immediately before suntpussition in substantially the same proportionsvas their ownership, immediately
before such acquisition, of the Outstanding Comp@2osnmon Stock and Outstanding Company Voting Stesyias the case may be;

(2) Individuals who, as of the Effective Date, dituge the Board (the "INCUMBENT Board") cease &my reason to constitute at least a
majority of the Board; provided, however, that amjividual becoming a director of the Board aftee Effective Date whose election, or
nomination for election by the Company's sharehsldeas approved by a vote of at least a majofith@ directors then comprising the
Incumbent Board shall be considered a member dittiembent Board, but excluding, for this purpasgy such individual whose initial
assumption of office occurs as a result of an dcuthreatened election contest

(3) Approval by the shareholders of the Compang tforganization, merger, consolidation or stajuéxchange of Outstanding Company
Voting Securities, unless immediately following Bueorganization, merger, consolidation or exchaafie®r substantially all of the
individuals and entities who were the beneficiahevs, respectively, of the Outstanding Company ComBtock and Outstanding Company
Voting Securities immediately before such reorgatiin, merger, consolidation or exchange benefic@kn, directly or indirectly, more

than 70% of, respectively, the then-outstandingeshaf common stock and the combined voting poWénethen-outstanding voting
securities entitled to vote generally in the etmtf directors, as the case may be, of the cotiporeesulting from such reorganization,
merger, consolidation or exchange in substanttallysame proportions as was their owners



immediately before such reorganization, mergersobdation or exchange, of the Outstanding Compg@aommon Stock and Outstanding
Company Voting Securities, as the case may be; or

(4) Approval by the shareholders of the Company of

(i) a complete liquidation or dissolution of ther@pany or

(i) the sale or other disposition of all or sulpdially all of the assets of the Company, othenttwa corporation with respect to which,
immediately following such sale or other dispositimore than 70% of, respectively, the then-outiitapnshares of common stock of such
corporation and the combined voting power of trentbutstanding voting securities of such corporaéintitled to vote generally in the
election of directors is then beneficially owneutedtly or indirectly, by all or substantially af the individuals and entities who were the
beneficial owners, respectively, of the Outstanddognpany Common Stock and Outstanding Company Y @&#curities immediately before
such sale or other disposition in substantiallyséme proportion as was their ownership, immedidtefore such sale or other disposition, of
the Outstanding Company Common Stock and Outstgri@dinmpany Voting Securities, as the case may be.

Notwithstanding the above, an Event shall not lentld to occur with respect to a recipient of an Awhthe acquisition of the 30% ¢

greater interest referred to in paragraph (1) ia lgyoup, acting in concert, that includes thaipieat of an Award or if at least 30% of the
then-outstanding common stock or combined votinggyaf the thersutstanding voting securities (or voting equityengtsts) of the survivir
corporation or of any corporation (or other entigpjuiring all or substantially all of the assdtthe Company shall be beneficially owned,
directly or indirectly, immediately after a reordzation, merger, consolidation, statutory sharehaxge or disposition of assets referred to in
paragraphs (3) or (4) by a group, acting in cond¢bat includes that recipient of an Award.

(k) "EXCHANGE ACT" means the Securities Exchange #ic1934, as amended and in effect from timertw@tior any successor statute.

() "EXCHANGE ACT RULE 16b-3" means Rule 1&bpromulgated by the Securities and Exchange Cosiomsinder the Exchange Act,
now in force and in effect from time to time or asyccessor regulation.

(m) "FAIR MARKET VALUE" as of any date means, urgestherwise expressly provided in the Plan:

(i) the closing price of a Share on the date immaigedly preceding that date or, if no sale of Shahedl have occurred on that date, on the next
preceding day on which a sale of Shares occurred

(A) on the composite tape for New York Stock Exajmfisted shares, or

(B) if the Shares are not quoted on the compoajie for New York Stock Exchange listed shareshemtincipal United States Securities
Exchange registered under the Exchange Act on wthielshares are listed,



(C) if the Shares are not listed on any such exghaon the National Association of Securities Desalec. Automated Quotation National
Market System, or

(i) if clause (i) is inapplicable, the mean betwebke closing "BID" and the closing "ASKED" quotatiof a Share on the date immediately
preceding that date, or, if no closing bid or asfedtation is made on that date, on the next piegethy on which a closing bid and asked
guotation is made, on the National Associatione@fiBities Dealers, Inc. Automated Quotations Sysieamy system then in use, or

(i) if clauses (i) and (ii) are inapplicable, witthe Committee determines in good faith to be 1@@%e fair market value of a Share on that
date, using such criteria as it shall determinétsisole discretion, to be appropriate for valomti

However, if the applicable securities exchangeystesn has closed for the day at the time the emeturs that triggers a determination of |
Market Value, whether the grant of an Award, thereise of an Option or Stock Appreciation Righbthrerwise, all references in this
paragraph to the "date immediately preceding thta"dshall be deemed to be references to "that"datéhe case of an Incentive Stock
Option, if this determination of Fair Market Valigenot consistent with the then current regulatiohthe Secretary of the Treasury, Fair
Market Value shall be determined in accordance thitise regulations. The determination of Fair Makkaue shall be subject to adjustment
as provided in Plan Section 16.

(n) "FUNDAMENTAL CHANGE" shall mean a dissolutiom bquidation of the Company, a sale of substalytiall of the assets of the
Company, a merger or consolidation of the Compaitly @r into any other corporation, regardless okther the Company is the surviving
corporation, or a statutory share exchange invglempital stock of the Company.

(0) "INCENTIVE STOCK OPTION" means any Option dasaded as such and granted in accordance with théreenents of Code Section
422 or any successor provision.

(p) "INSIDER" as of a particular date means anyspemwho, as of that date is an officer of the Camypes defined under Exchange Act Rule
16a-1(f) or its successor provision.

(q) "NON-EMPLOYEE DIRECTOR" means a member of theaBl who is considered a non-employee directoriwitie meaning of
Exchange Act Rule 16b-3(b)(3) or its successorigion and an outside director for purposes of Caéetion 162(m).

(r) "NON-STATUTORY STOCK OPTION" means an Optiorhet than an Incentive Stock Option.
(s) "OPTION" means a right to purchase Stock, idiclg both Non-Statutory Stock Options and IncenSteck Options.
(t) "OUTSIDE DIRECTOR" means a director who is maotEmployee.

(u) "PARTICIPANT" means a person or entity to whamAward is or has been made in accordance witR e



(v) "PERFORMANCE CYCLE" means the period of timesagcified in an Agreement over which Performanoéd.are to be earned.

(w) "PERFORMANCE UNITS" means an Award made pursdarPlan
Section 11.

(x) "PLAN" means this ValueVision Internationalclr?001 Omnibus Stock Plan, as may be amendechaafect from time to time.
(y) "RESTRICTED STOCK" means Stock granted undanPection 7 so long as such Stock remains sulgj@cte or more restrictions.

(z) "SECTION 16" or "SECTION 16(b)" means Sectidhdk
Section 16(b), respectively, of the Exchange Acimy successor statute and the rules and regudgtimmulgated thereunder as in effect and
as amended from time to time.

(aa) "SHARE" means a share of Stock.
(bb) "STOCK" means the common stock, par value pdrishare, of the Company.

(cc) "STOCK APPRECIATION RIGHT" means a right, theue of which is determined in relation to the rgmation in value of Shares
pursuant to an Award granted under Plan Section 10.

(dd) "SUBSIDIARY" means a "subsidiary corporatioas'that, term is defined in Code Section 424fgry successor provision.

(ee) "SUCCESSOR" with respect to a Participant mehe legal representative of an incompetent Raati¢, and if the Participant is
deceased the estate of the Participant or the perspersons who may, by bequest or inheritancpumuant to the terms of an Award,
acquire the right to exercise an Option or Stoclpiation. Right or to receive cash and/or Shesssable in satisfaction of an Award in the
event of the Participant's death.

(ff) "TERM" means the period during which an Opti@nStock Appreciation Right may be exercised erghriod during which the
restrictions or terms and conditions placed on f#etl Stock or any other Award are in effect.

(g9) "TRANSFEREE" means any member of the Partidipammediate family (i.e., his or her childreteschildren, grandchildren and
spouse) or one or more trusts for the benefit ohgamily members or partnerships in which suchifiamembers are the only partners.

2.2 GENDER AND NUMBER. Except when otherwise indéxhby the context, reference to the masculine gestoall include, when used,
the feminine gender and any term used in the samgiall also include the plur:



3. ADMINISTRATION AND INDEMNIFICATION.
3.1 ADMINISTRATION.

(a) The Committee shall administer the Plan. Then@dtee shall have exclusive power to (i) make Adgalii) determine when and to whc
Awards will be granted, the form of each Award, #meount of each Award (except as to the amourttefinnual Outside Director Option,
as provided in Plan Section 9.3), and any othengesr conditions of each Award consistent withPten, and (iii) determine whether, to w
extent and under what circumstances, Awards maetiked, paid or exercised in cash, Shares or étivards, or other property or canceled,
forfeited or suspended. Each Award shall be sulbpeah Agreement authorized by the Committee. Nbstanding the foregoing, the Board
shall have the sole and exclusive power to adneintsie Plan with respect to Awards granted to @et8irectors, including any grants made
under Plan Section 9.3(d).

(b) The Committee may delegate all or any portibitsoauthority under the Plan to one or more pesseho are not Noemployee Director:

(c) To the extent within its discretion and subjecPlan Sections 15 and 16, other than priceCtiramittee may amend the terms and
conditions of any outstanding Award.

(d) It is the intent that the Plan and all Awardarged pursuant to it shall be administered byGbmmittee so as to permit the Plan and
Awards to comply with Exchange Act Rule 16b-3, etda such instances as the Committee, in its digam, may so provide. If any
provision of the Plan or of any Award would otheseifrustrate or conflict with the intent expressethis Section 3.1(d), that provision to
extent possible shall be interpreted and deemed@®@acein the manner determined by the Committees 4o avoid the conflict. To the extent
of any remaining irreconcilable conflict with thigent, the provision shall be deemed void as apple to Insiders to the extent permitted by
law and in the manner deemed advisable by the Ctigami

(e) The Committee's interpretation of the Plan ainany Award or Agreement made under the Plan dnédlated decisions or resolutions of
the Board or Committee shall be final and bindingadl parties with an interest therein. Consisteitl its terms, the Committee shall have
power to establish, amend or waive regulationgitainister the Plan. In carrying out any of its msgibilities, the Committee shall have
discretionary authority to construe the terms ef lan and any Award or Agreement made under te P|

3.2 INDEMNIFICATION. Each person who is or shalMesbeen a member of the Committee, or of the Baard,any other person to whom
the Committee delegates authority under the Plzadl Be indemnified and held harmless by the Compmthe extent permitted by law,
against and from any loss, cost, liability or exgeethat may be imposed upon or reasonably inclayeslich person in connection with or
resulting from any claim, action, suit or proceegio which such person may be a party or in whigthgperson may be involved by reason of
any action taken or failure to act, made in godthfainder the Plan and against and from any drahabunts paid by such person in
settlement thereof, with the Company's approvahasd by such person in satisfaction of any judgnieany suct



action, suit or proceeding against such personjigeed such person shall give the Company an oppitytuat the Company's expense, to
handle and defend the same before such persontakeleto handle and defend it on such person'sbaalf. The foregoing right of
indemnification shall not be exclusive of any othghts of indemnification to which such persormpersons may be entitled under the
Company's Articles of Incorporation or Bylaws, awatter of law, or otherwise, or any power that@mmpany may have to indemnify them
or hold them harmless.

4. SHARES AVAILABLE UNDER THE PLAN.

(&) The number of Shares available for distributioder this Plan shall not exceed 3,000,000 (stibjezdjustment pursuant to Plan Section
16).

(b) Any Shares subject to the terms and conditadre Award under this Plan that are not used mrthe terms and conditions of the Aw
are not met may again be used for an Award undePthn. But Shares with respect to which a Stogbrégiation Right has been exercised
whether paid in cash and/or in Shares may not dg@ewarded under this Plan.

(c) Any unexercised or undistributed portion of aegminated, expired, exchanged, or forfeited Awarcany Award settled in cash in lieu of
Shares (except as provided in Plan Section
4(b)) shall be available for further Awards.

(d) For the purposes of computing the total numndfe&Shares granted under the Plan, the followingsghall apply to Awards payable in
Shares where appropriate:

(i) each Option shall be deemed to be the equitvaletihe maximum number of Shares that may be aspen exercise of the particular
Option;

(i) an Award (other than an Option) payable in soother security shall be deemed to be equal tadh#&er of Shares to which it relates;

(iii) where the number of Shares available underAlward is variable on the date it is granted,tbmber of Shares shall be deemed to be the
maximum number of Shares that could be receiveéuét particular Award; and

(iv) where two or more types of Awards (all of whiare payable in Shares) are granted to a Pamicipaandem with each other, such that
the exercise of one type of Award with respect tumber of Shares cancels at least an equal nuofilSrares of the other, each such joint
Award shall be deemed to be the equivalent of tagimum number of Shares available under the lagjegte Award.

Additional rules for determining the number of Sksgranted under the Plan may be made by the Coeenits it deems necessary or
desirable.

(e) No fractional Shares may be issued under the; Plowever, cash shall be paid in lieu of anytiomal Share in settlement of an Awa



(f) The maximum number of Shares that may be awhtal@ Participant in any calendar year in the fofr®ptions is 250,000 and the
maximum number of Shares that may be awarded sot&cipant in any calendar year in the form of téppreciation Rights is 250,000.

5. ELIGIBILITY. Participation in the Plan shall bienited to Employees and to individuals or entitielso are not Employees but who provide
services to the Company or an Affiliate, includsegvices provided in the capacity of a consultadvjser or director. The granting of Awa

is solely at the discretion of the Committee, exdbat Incentive Stock Options may only be grariteEmployees and Awards to Outside
Directors are subject to the limits of Section 9.3.

6. GENERAL TERMS OF AWARDS.

6.1 AMOUNT OF AWARD. Each Agreement shall set foifiie number of Shares of Restricted Stock, Stodkesformance Units subject to
the Agreement, or the number of Shares to whictOghion subject to the Agreement applies or wigpeet to which payment upon the
exercise of the Stock Appreciation Right subjedh® Agreement is to be determined, as the casebmapgether with such other terms and
conditions applicable to the Award as determinedhigyCommittee acting in its sole discretion.

6.2 TERM. Each Agreement, other than those relatoigly to Awards of Shares without restrictiortglsset forth the Term of the Option,
Stock Appreciation Right, Restricted Stock or otharard or the Performance Cycle for the Performddois, as the case may be.
Acceleration of the expiration of the applicablemas permitted, upon such terms and conditionshadl be set forth in the Agreement, wt
may, but need not, include (without limitation) almration resulting from the occurrence of an Ex@rih the event of the Participant's death
or retirement. Acceleration of the Performance €wflPerformance Units shall be subject to Plari&@ed1.2.

6.3 TRANSFERABILITY. Except as provided in this $en, during the lifetime of a Participant to wha@mn Award is granted, only that
Participant (or that Participant's legal represirgamay exercise an Option or Stock Appreciattight, or receive payment with respect to
Performance Units or any other Award. No Award eSRicted Stock (before the expiration of the feitms), Options, Stock Appreciation
Rights or Performance Units or other Award may did,sassigned, transferred, exchanged or othemvisambered other than pursuant to a
qualified domestic relations order as defined B@ode or Title 1 of the Employee Retirement Inc@weurity Act of 1974, as amended
("E.R.I.S.A."), or the rules thereunder; any attézdpransfer in violation of this Section 6.3 st of no effect. Notwithstanding the
immediately preceding sentence, the CommitteeniAgreement or otherwise at its discretion, mayija® (i) that the Award subject to the
Agreement shall be transferable to a Successheirvent of a Participant's death, or (ii) thatAleard (other than Incentive Stock Options)
may be transferable to a Transferee. Any Award bgld Transferee shall continue to be subjectecstime terms an conditions that were
applicable to that Award immediately before thesfar thereof to the Transferee.

6.4 TERMINATION OF EMPLOYMENT. No Option or Stockppreciation Right may be exercised by a ParticipalhRestricted Stock he
by a Participant or any other Award then subjecesirictions shall be forfeited, and no paymerihwéspect to Performance Units for which
the applicable Performance Cycle has not been aiptbkhall be made, if the Participant's employrmenther relationship with the
Company and its Affiliates shall be voluntarilyrténated or involuntarily terminated with or withotause before the expiration of the Term
of the Option, Stock Appreciation Right, Restrict&tck or other Award, or the completion of thef®enance Cycle, as the case may be,
except as, and to the extent, provided in the Ageset applicable to that Award. An Award may



exercised by, or paid to, a Transferee or the Ssoreof a Participant following the death of thetiegant to the extent, and during the pet
of time, if any, provided in the applicable Agrearhe

6.5 RIGHTS AS SHAREHOLDER. Each Agreement shallte that a Participant shall have no rights asaaeholder with respect to any
securities covered by an Award if and until theedae Participant becomes the holder of recortd@fStock, if any, to which the Award
relates.

7. RESTRICTED STOCK AWARDS.

(a) An Award of Restricted Stock under the Plarlstumsist of Shares subject to restrictions ongfar and conditions of forfeiture, which
restrictions and conditions shall be included ia éipplicable Agreement. The Committee may providetfe lapse or waiver of any such
restriction or condition based on such factorsriteiga as the Committee, in its sole discretiomyrdetermine.

(b) Except as otherwise provided in the applic#tdeecement, each Stock certificate issued with retsfpean Award of Restricted Stock shall
either be deposited with the Company or its degigtagether with an assignment separate from thiicate, in blank, signed by the
Participant, or bear such legends with respedig¢aéstricted nature of the Restricted Stock eviddrihereby as shall be provided for in the
applicable Agreement.

(c) The Agreement shall describe the terms anditiond by which the restrictions and conditiondafeiture upon awarded Restricted St
shall lapse. Upon the lapse of the restrictionsamtlitions, Shares free of restrictive legendanif, relating to such restrictions shall be
issued to the Participant or a Successor or Tregesfe

(d) A Participant or a Transferee with a Restrics¢dck Award shall have all the other rights ohargholder including, but not limited to, the
right to receive dividends and the right to vote 8hares of Restricted Stock.

8. OTHER AWARDS. The Committee may from time to¢igrant Stock and other Awards under the Plan dietuwithout limitations those
Awards pursuant to which Shares are or may inuheé be acquired, Awards denominated in Stocksuaécurities convertible into Stock
and phantom securities. The Committee, in its dideretion, shall determine the terms and conditioiisuch Awards provided that such
Awards shall not be inconsistent with the terms pmgboses of this Plan. The Committee may, abis discretion, direct the Company to
issue Shares subject to restrictive legends astidprtransfer instructions that are consistent wighterms and conditions of the Award to
which the Shares relate.

9. STOCK OPTIONS.
9.1 TERMS OF ALL OPTIONS.

(a) An Option shall be granted pursuant to an Aguerg as either an Incentive Stock Option or a NtatuSory Stock Option. The purchase
price of each Share subject to an Option shalebéosth in the Agreement, but shall not be lessth00% of the Fair Market Value of a St
as of the date the Option is granted (except agged in Plan Section 19).

(b) The purchase price of the Shares with respestich an Option is exercised shall be payabfelirat the time of exercise, provided that
to the extent permitted by law, the Agreement mawrit some or all Participants to simultaneouslgreise Options and sell

the



Shares thereby acquired pursuant to a brokeragiendar relationship and use the proceeds fronstie as payment of the purchase price of
the Shares. The purchase price may be payableim by delivery or tender of Shares that have losared by the Participant for at least the
preceding 180 days and having a Fair Market Vatuefdahe date the Option is exercised equal tgthrehase price of the Shares being
purchased pursuant to the Option, or a combindliereof, as determined by the Committee, but nctitraal Shares will be issued or
accepted.

(c) Each Option shall be exercisable in whole guant on the terms provided in the Agreement. Nibistanding anything to the contrary in

this Plan and except as otherwise provided in aré&mgent, all Options granted to Employees shatl aed become exercisable in full upon
the occurrence of an Event or a proposed Fundaim@hgnge. In no event shall any Option be exertésabany time after the expiration of
its Term. When an Option is no longer exercisabkhall be deemed to have lapsed or terminated.

9.2 INCENTIVE STOCK OPTIONS. In addition to the etlterms and conditions applicable to all Options:

(a) the aggregate Fair Market Value (determineaf dise date the Option is granted) of the Shardis mispect to which Incentive Stock
Options held by an individual first become exerbisan any calendar year (under this Plan andthimincentive stock option plans of the
Company and its Affiliates) shall not exceed $100,Qor such other limit as may be required by tioed) if this limitation is necessary to
qualify the Option as an Incentive Stock Option &mthe extent an Option or Options granted toridisant exceed this limit the Option or
Options shall be treated as a Non-Statutory Stquo®;

(b) an Incentive Stock Option shall not be exetdisanore than 10 years after the date of grangifoh other limit as may be required by the
Code) if this limitation is necessary to qualifgt®ption as an Incentive Stock Option;

(c) the Agreement covering an Incentive Stock Qpsiball contain such other terms and provisionsttteCommittee determines necessary
to qualify this Option as an Incentive Stock Optiand

(d) notwithstanding any other provision of thisriPta the contrary, no Participant may receive aemive Stock Option under the Plan if, at
the time the Award is granted, the Participant oafier application of the rules contained in C&detion 424(d), or its successor provision),
Shares possessing more than 10% of the total camvioting power of all classes of stock of the Camypor its Subsidiaries, unless (i) the
option price for that Incentive Stock Option idedst 110% of the Fair Market Value of the Shardgext to that Incentive Stock Option on
the date of grant and (ii) that Option is not eisable after the date five years from the date ltihzgntive Stock Option is granted.

9.3 TERMS AND CONDITIONS OF OUTSIDE DIRECTORS' ORDNS

(a) Annual Outside Director Option Grants. For &reual Meeting of Shareholders to be held on June€@01 and for each Annual Meeting
of Shareholders thereafter during the term of Biés, each Outside Director serving as an Outsidecidr of the Company immediately
following the Annual Meeting shall be granted, listue of serving as an Outside Director of the Camp a Non-Statutory Stock Option to
purchase 10,000 Shares or such other amount abenastablished from time to time by the Board,ibuto event to exceed 50,000 Shares
(an "ANNUAL OUTSIDE DIRECTOR OPTION"). Each Annu@lutside Directo



Option shall be deemed to be granted to each GuBiictor immediately after an Annual Meeting.

(b) Vesting of Annual Outside Director Options. fadb to the provisions of Plan Section 9.3(c), AalnQutside Director Options shall vest
and become exercisable as provided in the Agreeriash Option, to the extent exercisable, shathtecisable in whole or in part.
Notwithstanding anything to the contrary in thiaflall Annual Outside Director Options shall vastl become exercisable in full upon
occurrence of an Event or a proposed Fundamentah@zh

(c) Termination of Annual Outside Directors' Optoftach Outside Director Option granted pursuattisoPlan and all rights to purchase
Shares thereunder shall terminate on the earliest o

(i) ten years after the date that the Outside Dare®ption was granted or such other time periagtsed in the Agreement;
(i) the expiration of the period specified in tAgreement after the death or permanent disabifignoOutside Director; or

(iii) ninety days after the date the Outside Diceateases to be a director of the Company, proyidedever, that the option shall be
exercisable during this 90-day period only to tkieet the option was exercisable as of the dat@éhgon ceases to be an Outside Director
unless the cessation results from the directodshdar permanent disability. Notwithstanding theqading sentence, if an Outside Director
who resigns or whose term expires then becomegsuttant or Employee of the Company within ninedyslof such resignation or term
expiration, the Outside Director Options of suchspa shall continue in full force and effect.

(e) Non-exclusivity of Section 9.3. The provisiamfghis
Section 9.3 are not intended to be exclusive; thim@ittee, in its discretion, may grant Options threp Awards to an Outside Director.

10. STOCK APPRECIATION RIGHTS. An Award of a Stagkpreciation Right shall entitle the Participant &Successor or Transferee),
subject to terms and conditions determined by the@ittee, to receive upon exercise of the Stockrégition Right all or a portion of the
excess of (i) the Fair Market Value of a specifietnber of Shares as of the date of exercise obtbek Appreciation Right over (ii) a
specified price that shall not be less than 100%hefair Market Value of such Shares as of the dagrant of the Stock Appreciation Right.
A Stock Appreciation Right may be granted in cotiimecwith part or all of, in addition to, or compédy independent of an Option or any
other Award under this Plan. If issued in connettioth a previously or contemporaneously grantetiddpthe Committee may impose a
condition that exercise of a Stock AppreciationtRigancels a pro rata portion of the Option withahiit is connected and vice versa. Each
Stock Appreciation Right may be exercisable in vehml in part on the terms provided in the AgreemintStock Appreciation Right shall
exercisable at any time after the expiration offésm. When a Stock Appreciation Right is no longeercisable, it shall be deemed to have
lapsed or terminated. Upon exercise of a Stock Agiption Right, payment to the Participant or acgssor or Transferee shall be made at
such time or times as shall be provided in the Agrent in the form of cash, Shares or a combinatiarash and Shares as determined by the
Committee. The Agreement may provide for a limitatupon the amount



percentage of the total appreciation on which payrGghether in cash and/or Shares) may be madeievent of the exercise of a Stock
Appreciation Right.

11. PERFORMANCE UNITS.
11.1 INITIAL AWARD.

(&) An Award of Performance Units under the Plaallggntitle the Participant or a Successor or Tienee to future payments of cash, Shares
or a combination of cash and Shares, as deternbipéte Committee, based upon the achievement eégtablished performance targets.
These performance targets may, but need not, iagwidhout limitation) targets relating to one oora of the Company's or a group's, unit's,
Affiliate's or an individual's performance. The A&gment may establish that a portion of a Parti¢ip@ward will be paid for performance
that exceeds the minimum target but falls belowntlaimum target applicable to the Award. The Agreehshall also provide for the timing
of the payment.

(b) Following the conclusion or acceleration ofle&@erformance Cycle, the Committee shall deterrineextent to which
(i) performance targets have been attained, (if)ather terms and conditions with respect to an fdwalating to the Performance Cycle have
been satisfied and (iii) payment is due with respean Award of Performance Units.

11.2 ACCELERATION AND ADJUSTMENT. The Agreement mpgrmit an acceleration of the Performance Cycteamadjustment of
performance targets and payments with respectbe <o all of the Performance Units awarded to did¢tant, upon the occurrence of cert
events, which may, but need not include withouitltion an Event, a Fundamental Change, a reciggitéln, a change in the accounting
practices of the Company, a change in the Participéitle or employment responsibilities, the Ripant's death or retirement or, with resj
to payments in Shares with respect to Performamies La reclassification, stock dividend, stockitaml stock combination as provided in F
Section 16. The Agreement also may provide fomgtdition on the value of an Award of Performancet&Jthat a Participant may receive.

12. EFFECTIVE DATE AND DURATION OF THE PLAN.

12.1 EFFECTIVE DATE. The Plan shall become effexthg of June 22, 2001, provided that the Planpsoaed by the requisite vote of
shareholders at the meeting of shareholders telieJune 21, 2001 or at any adjournment thereof.

12.2 DURATION OF THE PLAN. The Plan shall remaineiffiect until all Stock subject to it shall be disuted, all Awards have expired or
lapsed, the Plan is terminated pursuant to Platid®et5, or June 21, 2011 (the "TERMINATION Dateffjpvided, however, Awards made
before the Termination Date may be exercised, demt@therwise effectuated beyond the Terminatiateinless limited in the Agreement
or otherwise. No Award of an Incentive Stock Optibrall be made more than 10 years after the E¥fie®@ate (or such other limit as may be
required by the Code) if this limitation is necegga qualify the Option as an Incentive Stock ©pti

13. PLAN DOES NOT AFFECT EMPLOYMENT STATUS.

(a) Status as an eligible Employee shall not betroad as a commitment that any Award will be manider the Plan to that eligible
Employee or to eligible Employees genera



(b) Nothing in the Plan or in any Agreement or tetedocuments shall confer upon any Employee didjznt any right to continue in the
employment of the Company or any Affiliate or cage, any contract of employment or affect anyntithat the Company or any Affiliate
may have to change such person's compensatiom,mhefits, job responsibilities, or title, or grminate the employment of such person
with or without cause.

14. TAX WITHHOLDING. The Company shall have thehidgo withhold from any cash payment under the Rbaa Participant or other
person (including a Successor or Transferee) aruatsufficient to cover any required withholdingéa. The Company shall have the right
to require a Participant or other person recei@hgres under the Plan to pay the Company a cashrasafficient to cover any required
withholding taxes before actual receipt of thosar8s. In lieu of all or any part of a cash paynferh a person receiving Shares under the
Plan, the Committee may permit the individual teerall or any part of the required withholdingsddo cover any additional withholdings
up to the amount needed to cover the individuallHICA and federal, state and local income taxéh respect to income arising from
payment of the Award, through a reduction of thembar of Shares delivered or delivery or tenderrreta the Company of Shares held by
Participant or other person, in each case valud#deisame manner as used in computing the withigpkdixes under the applicable laws.

15. AMENDMENT, MODIFICATION AND TERMINATION OF THEPLAN.

(a) The Board may at any time and from time to ttereninate, suspend or modify the Plan. Excepinaisedd in (b) below, the Committee
may at any time alter or amend any or all Agreesienter the Plan to the extent permitted by law.

(b) No termination, suspension, or modificatiortta# Plan will materially and adversely affect amght acquired by any Participant or
Successor or Transferee under an Award grantedebtfe date of termination, suspension, or modifica unless otherwise agreed to by the
Participant in the Agreement or otherwise, or regfias a matter of law; but it will be conclusivelesumed that any adjustment for changes
in capitalization provided for in Plan Sections2Lar 16 does not adversely affect these rights.

16. ADJUSTMENT FOR CHANGES IN CAPITALIZATION. Subjtto any required action by the Company's shadshe] appropriate
adjustments, so as to prevent enlargement of righitsappropriate dilution -- (i) in the aggregat@mber and type of Shares available for
Awards under the Plan, (ii) in the limitations & thumber of Shares that may be issued to an thdiViParticipant as an Option or a Stock
Appreciation Right in any calendar year or that rbayissued in the form of Restricted Stock or Sharighout restrictions, (iii) in the number
and type of Shares and amount of cash subject @rdsithen outstanding,

(iv) in the Option price as to any outstanding Ops and, (v) subject to Plan

Section 11.2, in outstanding Performance Unitsmanents with respect to outstanding Performandesdmay be made by the Committee
in its sole discretion to give effect to adjustnsemade in the number or type of Shares throughadmental Change (subject to Plan Sec
17), recapitalization, reclassification, stock demd, stock split, stock combination or other ralgvxchange, provided that fractional Shares
shall be rounded to the nearest whole Share.

17. FUNDAMENTAL CHANGE. In the event of a proposedndamental Change, the Committee may, but shab@obligated to:

(a) if the Fundamental Change is a merger or cadeg@n or statutory share exchange, make apprteppigvision for the protection of the
outstanding Options and Stock Appreciation Riglytshie substitution of options, stock appreciatigis and approprial



voting common stock of the corporation surviving amerger or consolidation or, if appropriate thegpd corporation of the Company or s
surviving corporation; or

(b) at least 30 days before the occurrence of tinelmental Change, declare, and provide writteicetd each holder of an Option or Stock
Appreciation Right of the declaration, that eackstanding Option and Stock Appreciation Right, vileetor not then exercisable, shall be
canceled at the time of, or immediately beforedbeurrence of the Fundamental Change in exchangefonent to each holder of an Option
or Stock Appreciation Right, within days after fhiendamental Change, of cash equal to (i) for edweheScovered by the canceled Option,
amount, if any, by which the Fair Market Value @&dined in this Section) per Share exceeds theceeeprice per Share covered by such
Option or (ii) for each Stock Appreciation RigHigtprice determined pursuant to Section 10, exbept-air Market Value of the Shares a
the date of exercise of the Stock Appreciation Righ used in clause (i) of Plan Section 10, dfelleemed to mean Fair Market Value for
each Share with respect to which the Stock ApptieciRight is calculated determined in the manreremafter referred to in this Section. At
the time of the declaration provided for in the igdiately preceding sentence, each Stock Appreni&ight and each Option shall
immediately become exercisable in full and eacls@eholding an Option or a Stock Appreciation Rigjtaill have the right, during the per
preceding the time of cancellation of the OptiorStwck Appreciation Right, to exercise the Optiorthe Stock Appreciation Right in whole
or in part, as the case may be. In the event efcéadation pursuant to this Plan Section 17(b)heatstanding Option and Stock Appreciat
Right granted pursuant to the Plan that shall astheen exercised before the Fundamental Chaafidsttanceled at the time of, or
immediately before, the Fundamental Change, asgedvn the declaration. Notwithstanding the foriegono person holding an Option or a
Stock Appreciation Right shall be entitled to tleyment provided for in this Section 17 (b) if su@ption or Stock Appreciation Right shall
have expired pursuant to the Agreement. For pugpofkthis Section only, "Fair Market Value" per &hahall mean the cash plus the fair
market value, as determined in good faith by then@dttee, of the non-cash consideration to be reckper Share by the shareholders of the
Company upon the occurrence of the Fundamentalgghan

18. FORFEITURES. An Agreement may provide thatHaaticipant has received or been entitled to payrofcash, delivery of Shares, or a
combination thereof pursuant to an Award withinsianths before the Participant's termination of leynpent with the Company and its
Affiliates, the Committee, in its sole discretionay require the Participant to return or forfe# ttash and/or Shares received with respect to
the Award (or its economic value as of (i) the dzftehe exercise of Options or Stock AppreciatidgtRs, (ii) the date of, and immediately
following, the lapse of restrictions on Restrici&hck or the receipt of Shares without restrictjangiii) the date on which the right of the
Participant to payment with respect to Performddioits vests, as the case may be) in the eventrdioeoccurrences specified in the
Agreement. The Committee's right to require fodigtmust be exercised within 90 days after disgowésuch an occurrence but in no event
later than 15 months after the Participant's teatidm of employment with the Company and its A#fiés. The occurrences may, but need not
include competition with the Company or any Affieaunauthorized disclosure of material proprietafgrmation of the Company or any
Affiliate, a violation of applicable business ethigolicies of the Company or Affiliate or any otloecurrence specified in the Agreement
within the period or periods of time specified e tAgreement.

19. CORPORATE MERGERS, ACQUISITIONS, ETC. The Contea may also grant Options, Stock Appreciatiorh&igRestricted Stock
or other Awards under the Plan having terms, caritand provisions that vary from those speciiirethis Plan provided that any such
awards are granted in substitution for, or in catioa with the assumption of, existing options cktappreciation rights, restricted stock or
other award granted, awarded or issued by anotrppration and assumed



otherwise agreed to be provided for by the Comgaumguant to or by reason of a transaction invoharaprporate merger, consolidation,
acquisition of property or stock, separation, raoigation or liquidation to which the Company audsidiary is a party.

20. UNFUNDED PLAN. The Plan shall be unfunded amel Company shall not be required to segregate ssgtathat may at any time be
represented by Awards under the Plan. Neither tirafany, its Affiliates, the Committee, nor the Bbaf Directors shall be deemed to be a
trustee of any amounts to be paid under the Plashadl anything contained in the Plan or any actaken pursuant to its provisions creat
be construed to create a fiduciary relationshipvbet the Company and/or its Affiliates, and a legodint or Successor or Transferee. To the
extent any person acquires a right to receive aardwnder the Plan, this right shall be no grehi@n the right of an unsecured general
creditor of the Company.

21. LIMITS OF LIABILITY.

(a) Any liability of the Company to any Participamith respect to an Award shall be based solelynugmntractual obligations created by the
Plan and the Award Agreement.

(b) Except as may be required by law, neither tam@any nor any member of the Board of Directorsfadhe Committee, nor any other
person participating in any determination of anggfion under the Plan, or in the interpretatiomiadstration or application of the Plan, st
have any liability to any party for any action taker not taken, in good faith under the Plan.

22. COMPLIANCE WITH APPLICABLE LEGAL REQUIREMENTSNOo certificate for Shares distributable pursuarthis Plan shall be
issued and delivered unless the issuance of dicatei complies with all applicable legal requirerteeincluding, without limitation,
compliance with the provisions of applicable stgeurities laws, the Securities Act of 1933, asrated and in effect from time to time or
successor statute, the Exchange Act and the regeims of the exchanges on which the Company's Shaag, at the time, be listed.

23. DEFERRALS AND SETTLEMENTS. The Committee maguie or permit Participants to elect to deferifsiance of Shares or the
settlement of Awards in cash under such rules aodeglures as it may establish under the Plan. ytatsn provide that deferred settlements
include the payment or crediting of interest ondbérral amounts.

24. OTHER BENEFIT AND COMPENSATION PROGRAMS. Paynteand other benefits received by a Participaneuad Award made
pursuant to the Plan shall not be deemed a parfafrticipant's regular, recurring compensatiorptoposes of the termination, indemnity or
severance pay laws of any country and shall natdiaded in, nor have any effect on, the determamadf benefits under any other employee
benefit plan, contract or similar arrangement paedi by the Company or an Affiliate unless expresslyrovided by such other plan, cont
or arrangement, or unless the Committee expressgrmines that an Award or portion of an Award dtidne included to accurately reflect
competitive compensation practices or to recogtiiaean Award has been made in lieu of a portiocoofpetitive cash compensation.

25. BENEFICIARY UPON PARTICIPANT'S DEATH. To the &t that the transfer of a Participant's Awartiator her death is permitted
under an Agreement, a Participant's Award shaltdresferable at death to the estate or to the pavbo acquires the right to succeed to the
Award by bequest or inheritanc



26. CHANGE-IN-CONTROL PAYMENTS.

(a) Notwithstanding the provisions of Plan Secti@nabove, if any Award, either alone or togetheghwther payments in the nature of
compensation to a Participant that are contingerat change in the ownership or effective contrahefCompany or in the ownership of a
substantial portion of the assets of the Comparotieerwise, would result in any portion thereofrgesubject to an excise tax imposed under
Code Section 4999, or any successor provision,caiidwnot be deductible in whole or in part by then@pany, an affiliate of the Company
defined in Code Section 1504, or any successoligiony, or other person making such payments asaltrof Code Section 280G, or any
successor provision, such Award and/or such otaeetits and payments shall be reduced (but nothbedwo) to the largest aggregate ame

as will result in no portion thereof being subjersuch an excise tax or being not so deductible.

(b) For purposes of Plan Section 26(a), (i) noiparbf payments the receipt or enjoyment of whidbaaticipant shall have effectively waived
in writing before the date of distribution of an Awd shall be taken into account; (i) no portiorsnth Award, benefits and other payments
shall be taken into account that in the opinioteafcounsel selected by the Company's independselitbes and acceptable to the Participant
does not constitute a "parachute payment" withinntfieaning of Code Section 280G(b)(2), or any sscegzovision; and (i) the value of
any non-cash benefit or any deferred payment oefiteancluded in such payment shall be determingthie Company's independent auditors
in accordance with the principles of Code Sect@83G(d)(3) and (4) or any successor provisions;

(c) Any Award not paid as a result of this Plant®er26 or reduced to zero as a result of the #itiahs imposed hereby, shall remain
outstanding in full force and effect in accordamdth the other terms and provisions of this Plan.

27. REQUIREMENTS OF LAW.

(a) To the extent that federal laws do not othesweisntrol, the Plan and all determinations madeaations taken pursuant to the Plan she
governed by the laws of the State of Minnesotaavithregard to its conflicts-of-law principles arfth be construed accordingly.

(b) If any provision of the Plan shall be heldgl# or invalid for any reason, the illegality oralidity shall not effect the remaining parts of
the Plan, and the Plan shall be construed andeadas if the illegal or invalid provision had teaten included.

End of Filing
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