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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING INF  ORMATION

This annual report on Form 10-K, as well as othatemals filed by us with the Securities and Exg@@ommission, and information
included in oral statements or other written statet® made or to be made by us, contains forwarkifgostatements regarding us, our
business prospects and our results of operatiaistk subject to certain risks and uncertaintiese@d by many factors and events that could
cause our actual business, prospects and resueddtions to differ materially from those thatynee anticipated by the forward-looking
statements. Factors that could cause or contribigach differences include, but are not limitedthose described in the "Risk Factors"
section of this annual report on Form 10-K, as wslfisks relating to: consumer spending and @esfatd; interest rates; seasonal variations in
consumer purchasing activities; changes in theahproducts sold by us; competitive pressures tessaricing and sales margins; the level
of cable and satellite distribution for our prograing and associated fees; the success of our e-eorarmitiatives; the success of our
strategic alliances and relationships; our abititynanage our operating expenses successfully aiskociated with acquisitions; changes in
governmental or regulatory requirements; litigattsrgovernmental proceedings affecting our openatiand our ability to obtain and retain
key executives and employe



PART |

ITEM 1. BUSINESS

When we refer to "we," "us" or the "company," weané&/alueVision Media, Inc. and its subsidiariesagslthe context requires otherwise.
ValueVision Media, Inc. is a Minnesota corporatieith principal and executive offices located at 8Bhady Oak Road, Eden Prairie,
Minnesota 55344-3433. ValueVision Media, Inc. wasorporated on June 25, 1990. Our fiscal year er@ébduary 3, 2007 is designated
fiscal 2006, our fiscal year ended February 4, 28@signated fiscal 2005 and our fiscal year dridmuary 31, 2005 is designated fiscal
2004.

A. GENERAL

We are an integrated direct marketing companyrtekets, sells and distributes its products diygcticonsumers through various forms of
electronic media and direct-to-consumer mailingst @perating strategy as a multi-channel retaileoiporates television home shopping,
internet e-commerce, direct mail marketing andlfaigént services. Our principal electronic medidivaty is our television home shopping
business, which uses on-air spokespersons to nmanked name merchandise and private label consproducts at competitive prices. Our
live 24-hour per day television home shopping paagmning is distributed primarily through long-teriaibte and satellite affiliation
agreements and the purchase of month-to-monthand-part-time lease agreements of cable and basatidevision time. In addition, we
distribute our programming through a company-owiudidoower television station in Boston, MassachtsséVe also operate an internet
retailing website, www.shopnbc.com, which marketd sells a broad array of consumer merchandiskidimg all products being featured in
our television programming.

We have an exclusive license from NBC Universat,,lknown as NBC, for the worldwide use of an NB@rtiled name and the peacock
image for a period ending in May 2011. Pursuanhéolicense, we operate our television home shagppétwork under the ShopNBC brand
name and operate our internet website under theNEBG.com brand name.

We currently provide fulfillment, warehousing, coister service and telemarketing services to RalplrdraMedia, LLC, known as RLM, the
operator of the Polo.com e-commerce business.

TELEVISION AND INTERNET RETAILING

Our principal electronic media activity is our li2d-hour per day television home shopping netwaodgmm. Our home shopping network is
the third largest television home shopping retailehe United States. Through our merchandisededuelevision programming, we sell a
wide variety of products and services directly dosumers. Sales from our television and compamitatriet website business, including
shipping and handling revenues, totaled $755,302 $680,592,000 and $614,884,000, representing 98%,and 99% of net sales, for fis
2006, 2005 and 2004, respectively. Products argepted by orair television home shopping personalities and gri@gewers may then call
toll-free telephone number and place orders diyegith us or enter an order on the ShopNBC.com vebOur television programming is
produced at our Eden Prairie, Minnesota facilityd antransmitted nationally via satellite to cabystem operators, satellite dish owners ai
our full power broadcast television station WWDP-4¥ in Boston, Massachusetts.

PRODUCTS AND PRODUCT MIX

Products sold on our television network and intest@pping website include jewelry, watches, corapmuand other electronics, housewares,
apparel, cosmetics, fithess products, giftwardectibles, seasonal items and other merchandiselderepresents our largest single cate(

of merchandise, representing 39% of televisioniateinet net sales in fiscal 2006, 43% in fiscad2@nd 49% in fiscal 2004. Home
products, including electronics product categoniepresented approximately 37% of television hohmping and internet net sales in fiscal
2006, 36% in fiscal 2005 and 31% in fiscal 2004 t4Mas, apparel, and health and beauty product aé¢sgepresented approximately 24%
of television and internet net sales in



fiscal 2006, 21% in fiscal 2005 and 20% in fisc@02. We believe that having a broad diversity afducts appeals to a larger segment of
potential customers and is important to our grov@hr product diversification strategy is to congrto develop new product offerings
primarily in the home, apparel and accessoriesnetiss, fithess and consumer electronics categtwisapplement the existing jewelry and
computer businesses. Additionally, our producttegia will continue to focus on: (i) jewelry and geifor core customers; (ii) value products,
including closeouts and opportunistic buys;

(iii) highly demonstratable products that leverége television medium; and

(iv) unique offers that cannot be found elsewhere.

B. BUSINESS STRATEGY

Our objective is to be positioned as a growing jaraditable leader in multi-channel retailing in tbiaited States, offering consumers an
entertaining, informative and interactive shoppéxgerience. The following strategies are beingyeenigo increase our revenues and
profitability and grow the active customer basehkfor television sales and sales through theiirter(i) continue to diversify our mix of
product categories offered on television and theriet, in order to appeal to a broader populatiopotential customers; (ii) maintain and
increase the distribution of our television prognaimg through new and expanded agreements with ealtlesatellite system operators, as
well as pursuing other means of reaching custosugh as through webcasting, internet videos armdriat-based broadcasting networks; (iii)
increase the productivity of each hour of televigwogramming, through a focus on television off#rmerchandise that maximizes gross
margin dollars per hour and marketing efforts twéase the number of customers within the housslwidently receiving our television
programming; (iv) continue the growth of our interusiness through the innovative use of techiyodogl marketing efforts, such as
advanced search techniques, personalization, etteiteo, affiliate agreements and internet-baseti@n capabilities; (v) continue to
enhance our television broadcast quality, programgmiebsite features and customer support; (viesse the average order size through
sales initiatives such as add-on sales, contiquidgrams and warranty sales; and (vii) leveragestteng brand recognition of the NBC brand
name.

C. TELEVISION PROGRAM DISTRIBUTION AND INTERNET OPRATIONS
TELEVISION HOME SHOPPING NETWORK

Satellite Delivery of Programming. Our programmisgresently distributed via a leased communicatiatellite transponder to cable
systems, the full power television station in Bostoertain other broadcast stations and satelbte awners. On January 31, 2005, we entered
into a new long-term satellite lease agreement withpresent provider of satellite services. Purst@mthe terms of this agreement, we
distribute our programming on a satellite that Veasched in February 2006. The agreement has rddugeannual cost of satellite service
and provides us with a state-of-the-art satelfda@gponder that uses new technology to transntibager signal. Satellite service may be
interrupted due to a variety of circumstances bdyaur control, such as satellite transponder fajlgatellite fuel depletion, governmental
action, preemption by the satellite service provimeservice failure. The agreement provides ub witemptable back-up services if satellite
transmission is interrupted. However, there candassurance if satellite transmission is inteedpghat we will be able to utilize existing
back-up satellite service transponder or satalbifgacity. In the event of any transmission inteioup we may incur substantial additional
costs to enter into new arrangements and be ut@bl®adcast our signal for some period of time.

Cable Affiliation Agreements. As of February 3, Z0@ve had entered into long-term affiliation agreas with approximately 130 cable
system operators that require each operator to otfietelevision home shopping programming sub&thyon a full-time basis over their
systems. The stated terms of the affiliation ages@mitypically range from three to twelve yearsdéincertain circumstances, the television
operators may cancel the agreements prior to éxgiration. If these agreements are terminatedteitmeination may materially or adversely
affect our business. Also, we may not be able tesssfully negotiate acceptable terms with resfpeahy renewal of these contracts. The
affiliation agreements generally provide that wdl pay each operator a monthly access fee and riagksupport payments based on the
number of homes receiving our programming. Cerdditne affiliation agreements also required paynadrdnetime initial launch fees, whic
are capitalized and amortized on a straight-lir@saver the term of the
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agreements. We are seeking to enter into affilleéigreements with additional television operatoowviging for full- or part-time carriage of
our programming.

A significant number of cable operators have sthtbeoffer cable programming on a digital basise Tise of digital compression technology
provides cable companies with greater channel dyp&thile greater channel capacity increases fiygodunity for distribution and, in some
cases, reduces subscriber fees paid by us, ieyoadversely impact our ability to compete foew&ion viewers to the extent it results in
higher channel position for us, placement of o@mgpamming in separate programming tiers, the brastdaf additional competitive channels
or viewer fragmentation due to a greater numbgrofiramming alternatives.

During 2006, there were approximately 110 milliantes in the United States with at least one tdl@viset. Of those homes, there were
approximately 65 million basic cable television sciibers and approximately 27 million direct-to-resatellite subscribers. Homes that
receive our television home shopping programming@4rs per day are each counted as one full-timevalgnt, or FTE, and homes that
receive our programming for any period less thah@drs are counted based upon an analysis of tirdayoand day of week that
programming is received. We have continued to é&pee growth in the number of FTE subscriber hothasreceive our programming.

As of February 3, 2007, we served a total of apipnately 69.2 million subscriber homes, or approxieha67.0 million FTEs, compared wi
a total of approximately 66.0 million subscribenfes, or approximately 62.9 million FTEs, as of keloy 4, 2006. As of February 3, 2007,
our television home shopping programming was caieapproximately 1,320 broadcasting systems fofi-fime basis, compared to 1,230
broadcasting systems on February 4, 2006, anddtibasting systems on a part-time basis for bstlaffiyears. The total number of cable
homes that presently receive our television honogging programming represents approximately 65%etotal number of cable
subscribers in the United States. NBC has the skauright to negotiate on our behalf for the disttion of our television home shopping
service pursuant to the terms of the strategiaratk between us, NBC and GE Capital Equity Investsnénc. (now known as GE
Commercial Finance -- Equity, and referred to is teport as GE Equity) entered into in March 1998e "Strategic Alliances -- NBC and
GE Equity Strategic Alliance" discussed below.

Direct Satellite Service Agreements. Our prograngmcarried on the direct-to-home, or DTH, sateliervices DIRECTV and DISH
Network. Carriage on DIRECTV and DISH Network idl-time under long-term distribution agreements. Ehagreements generally provide
that we will pay each operator a monthly accesbé=ed upon the number of homes receiving ouriggevhome shopping programming.

of February 3, 2007, our programming reached apprately 27 million DTH homes on a full-time basis.

Other Methods of Program Distribution. Our prograimgris also made available full-time to "C"-bandediite dish owners nationwide and is
made available to homes in the Boston, Massaclsusettket over the air via a full power televisiondxcast station owned by us. In fiscal
2006 and fiscal 2005, our Boston, Massachusetigistand "C"band satellite dish transmissions were responfibless than 5% of our tor
consolidated net sales. In December 2005, we cdaththe sale of our remaining low power televisitation located in Atlanta, Georgia for
a total of $400,000. The sale of this station ditilrave a significant impact on our ongoing operati We no longer hold any licenses for
power television stations.

INTERNET WEBSITE

Our website, ShopNBC.com, provides customers whihoad array of consumer merchandise, includingrallucts being featured on our
television programming. The website includes a Visebcast feed of our programming, an archive oéméepast programming, videos of mz
individual products that the customer can view emdnd and clearance and auction sites. Interres &al fiscal 2006 increased at a greater
rate than television sales over fiscal 2005. Iréenet sales in fiscal 2006 increased by 26% oternet net sales in fiscal 2005, while
television home shopping net sales in fiscal 20@6eased by 7% over television home shopping et gafiscal 2005. Sales from our
website business, inclusive of shipping and hagdievenues, totaled $184,139,000, $146,067,006226,692,000, representing 24%, 21%
and 20% of consolidated net sales for fiscal 2@005 and 2004, respectively. We believe that otariret business represents an
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important component of our future growth opporti@sit and we will continue to invest in and enhamgeinternet-based capabilities.

Our e-commerce activities are subject to a numbgeneral business regulations and laws regardixation and online commerce. As the
role and importance of e-commerce has grown irUthieed States in recent years, there have beeimeoang efforts to increase the legal and
regulatory obligations and restrictions on compsutienducting commerce through the internet, priparithe areas of taxation, consumer
privacy and protection of consumer personal infdioma Such laws and regulations could increasetisés and liabilities associated with our
e-commerce activities. On December 3, 2004, Prasi8lesh signed into law a three-year moratoriuninb@rnet access taxes. This law
extended a ban on internet taxes that expired aeidber 1, 2003. In addition, in November 2002, mber of states approved a multi-state
agreement to simplify state sales tax laws by éistabg one uniform system to administer and calsades taxes on traditional retailers and
electronic commerce merchants. No prediction camaéde as to whether a new internet tax moratoriilhbes enacted before the November
1, 2007 expiration of the existing moratorium, drather individual states will enact legislationugtpg retailers such as us to collect and
remit sales taxes on transactions that occur dneinternet. Adding sales tax to our internet taatisns could negatively impact consumer
demand.

The federal Controlling the Assault of Non-Soliciteornography and Marketing Act of 2003, or the GBRAM Act, was signed by
President Bush on December 16, 2003 and went ffeoten January 1, 2004. The CAN-SPAM Act pre-esrgiilar laws passed by over
thirty states, some of which contain restrictionsamuirements that are viewed as stricter thasetud the CAN-SPAM Act. The CAI$SPAM
Act is primarily an opt-out type law; that is, prigermission to send an e-mail to a recipient tsraquired, but a recipient may affirmatively
opt out of such future e-mail solicitations. The [&SPAM Act requires commercial e-mails to contaiclear and conspicuous identification
that the message is an advertisement or soligitédiogoods or services, as well as a prominentloseribe function that allows recipients to
alert the sender that they do not desire to redeivge e-mail messages. In addition, the CAN-SPA& requires that all commercial e-mail
messages include a postal address unless the sddirs prior affirmative assent from the recipien

Changes in consumer protection laws also may imaddé#ional burdens on those companies conductisgnbss online. The adoption of
additional laws or regulations may decrease thevtjref the internet or other online services, whichild, in turn, decrease the demand for
our products and services and increase our cakiiof business through the internet.

In addition, since our website is available over ititernet in all states, various states may cthe we are required to qualify to do business
as a foreign corporation in such state, a requingitiat could result in fees and taxes as welleamlties for the failure to qualify. Any new
legislation or regulation, the application of lamrsd regulations from jurisdictions whose laws dbawrently apply to our business or the
application of existing laws and regulations toititernet and other online services could have & adverse effect on the growth of our
business in this area.

D. STRATEGIC RELATIONSHIPS
NBC TRADEMARK LICENSE AGREEMENT

On November 16, 2000, we entered into a tradenegkde agreement with NBC pursuant to which NBQig@ us an exclusive, worldwide
license for a term of ten years to use certain NB@emarks, service marks and domain names toneélmar business and corporate name
and website. We subsequently selected the namgs\&tand ShopNBC.com.

Under the license agreement we have agreed, antbagthings, to (i) certain restrictions on usingdemarks, service marks, domain names,
logos or other source indicators owned or contdolg NBC, (ii) the loss of our rights under theelise with respect to specific territories
outside of the United States in the event we éa#dc¢hieve and maintain certain performance taigetach territories, (iii) not own, operate,
acquire or expand our business to include certasiniesses without NBC's prior consent, (iv) convpith
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NBC's privacy policies and standards and practi@ed,(v) not own, operate, acquire or expand osimnass such that o-third or more of ou
revenues or our aggregate value is attributabbetmin services (not including retailing servisamilar to our existing e-commerce
operations) provided over the internet. The licesrp@ement also grants to NBC the right to termitia¢ license agreement at any time upon
certain changes of control of our company, in ¢ersétuations upon the failure by NBC to own a agrtminimum percentage of our
outstanding capital stock on a fully diluted basisq certain other situations. On March 28, 200¥ awd NBC agreed to extend the term o
license by six months, such that the license wooltinue through May 15, 2011, and to provide teatain changes of control involving a
financial buyer would not provide the basis foreanly termination of the license by NBC.

STRATEGIC ALLIANCE WITH NBC AND GE EQUITY

In March 1999, we entered into a strategic allianite NBC and GE Equity. Pursuant to the termsheftransaction, NBC and GE Equity
acquired 5,339,500 shares of our Series A Redeen@dnivertible Preferred Stock between April 1998 dume 1999, and NBC was issued a
warrant to acquire 1,450,000 shares of our comrtmeksknown as the distribution warrants, with aereise price of $8.29 per share, unc
distribution and marketing agreement discussedwdlvaddition, we issued to GE Equity a warramipwn as the investment warrant, to
increase its potential aggregate equity stake {begevith its affiliates, including NBC) at the t@of exercise to approximately 40%. The
preferred stock is convertible into an equal numifeshares of our common stock, subject to antitidih adjustments, has a mandatory
redemption on the tenth anniversary of its issuamagoon a change of control at $8.29 per sharéicfates in dividends on the same basis
as the common stock and has a liquidation preferemer the common stock and any other junior sgesriOn July 6, 1999, GE Equity
exercised the investment warrant and acquired ditiadal 10,674,000 shares of our common stoclafoaggregate of $178,370,000, or
$16.71 per share. Following the exercise of thedtwment warrant, the combined ownership of our amwby GE Equity and NBC on a
diluted basis was approximately 40%. In Februa@x2@GE Equity sold 2,000,000 shares of our comntockso several purchasers. In July
2005, GE Equity entered into agreements to sedidalitional 2,604,932 shares of our common stogiivately negotiated transactions to a
number of different purchasers; this sale was cetedlon September 15, 2005. GE Equity and NBC ntlyrbave a combined ownership in
our company of approximately 27% on a diluted basis

SHAREHOLDER AGREEMENT

In March 1999, we also entered into a shareholgereanent with GE Equity, which provides for certeimporate governance and standstill
matters. The shareholder agreement (together hdtlcertificate of designation of the preferred k}anitially provided that GE Equity and
NBC would be entitled to designate nominees for babof seven members of our board of directort®sg as their aggregate benefic
ownership was at least equal to 50% of their ihiteneficial ownership, and one out of seven mesiberlong as their aggregate beneficial
ownership was at least 10% of the "adjusted outatgrshares of common stock," as defined in theestudder agreement. The shareholder
agreement also requires the consent of GE Equity fir our entering into any material agreementh wertain restricted parties (broadcast
networks and internet portals in certain limitetemstances). Finally, we are prohibited from exiagg certain thresholds relating to the
issuance of voting securities over a twelve-morhaqal, the payment of quarterly dividends, the repase of common stock, acquisitions
(including investments and joint ventures) or d&pons, and the incurrence of debt greater thararger of $40 million or 30% of our total
capitalization. We are also prohibited from takargy action that would cause any ownership intdrngsts in TV broadcast stations from
being attributable to GE Equity, NBC or their afftes.

The shareholder agreement provides that duringtdrelstill period (as defined in the shareholdee@agent), subject to certain limited
exceptions, GE Equity and NBC are prohibited fr@inany asset/ business purchases from us in exdes¥s of the total fair market value
of our assets; (ii) increasing their beneficial @nghip above 39.9% of our shares; (iii) makingmoamy way participating in any solicitation
proxies; (iv) depositing any securities of our camyin a voting trust; (v) forming, joining or imaway becoming a member of a "13D
Group" with respect to any voting securities of oampany;

(vi) arranging



any financing for, or providing any financing comiment specifically for, the purchase of any votssgurities of our company; (vii)
otherwise acting, whether alone or in concert withers, to seek to propose to us any tender oraggehoffer, merger, business combination,
restructuring, liquidation, recapitalization or dem transaction involving us, or nominating anygmn as a director of our company who is
nominated by the then incumbent directors, or psompany matter to be voted upon by our sharehsldirduring the standstill period, any
inquiry has been made regarding a "takeover trdiosel@r "change in control," each as defined ia ghareholder agreement, that has not
been rejected by the board of directors, or thedparsues such a transaction, or engages in aigot or provides information to a third
party and the board has not resolved to terminatk discussions, then GE Equity or NBC may profoses a tender offer or business
combination proposal.

In addition, unless GE Equity and NBC beneficiallyn less than 5% or more than 90% of the adjustéstanding shares of common stock,
GE Equity and NBC shall not sell, transfer or othise dispose of any securities of our company exmepransfers: (i) to certain affiliates
who agree to be bound by the provisions of theedtader agreement, (ii) that have been consentby s,

(iii) pursuant to a third-party tender offer, (plirsuant to a merger, consolidation or reorgardnatd which we are a party, (v) in a bona fide
public distribution or bona fide underwritten pubtiffering, (vi) pursuant to Rule 144 of the Setiesi Act of 1933, or (vii) in a private sale or
pursuant to Rule 144A of the Securities Act of 1,38®vided, that in the case of any transfer purstmclause (v) or (vii), the transfer does
not result in, to the knowledge of the transfeffterareasonable inquiry, any other person acqujrafiger giving effect to such transfer,
beneficial ownership, individually or in the aggatg with that person's affiliates, of more than 1dPthe adjusted outstanding shares of the
common stock.

The standstill period will terminate on the eatli@soccur of (i) the ten-year anniversary of thareholder agreement, (ii) our entering into an
agreement that would result in a "change in coh{malbject to reinstatement),

(iii) an actual "change in control," (iv) a thirguty tender offer (subject to reinstatement), 9rsfx months after GE Equity and NBC can no
longer designate any nominees to the board of tirecFollowing the expiration of the standstilripel pursuant to clause (i) or (v) above
(indefinitely in the case of clause (i) and two ngeim the case of clause (v)), GE Equity and NBf@eficial ownership position may not
exceed 39.9% of our diluted outstanding stock, pixpearsuant to issuance or exercise of any war@mnpsirsuant to a 100% tender offer for
our company.

On March 19, 2004, we agreed with NBC and GE Eguitgmend the shareholder agreement as follows {ijcrease the authorized size of
our board of directors to nine from seven; (iipgrmit NBC and GE Equity together to appoint thit@ectors instead of two to our board of
directors; and (iii) to provide that NBC and GE HEguwvould no longer have the right to have its dicg-nominees serve on the audit,
compensation or nominating and governance comrgjtteghe event the committees must be comprisiedlysaf "independent” directors
under applicable laws or Nasdag regulations. Il sase, NBC and GE Equity would have the rightaeehan observer attend all of these
committee meetings, to the extent permitted byiagble law or regulation.

REGISTRATION RIGHTS AGREEMENT

Pursuant to the investment agreement, we enteted iregistration rights agreement with GE Equitgviding GE Equity, NBC and their
affiliates and any transferees and assigns, areggtg of five demand registrations and unlimitegypiback registration rights.

DISTRIBUTION AND MARKETING AGREEMENT

We entered into a distribution and marketing age@nwith NBC dated March 8, 1999 that provides NRi€h the exclusive right to negotit

on our behalf for the distribution of our home spioig television programming. NBC may terminate digtribution agreement if we enter

into certain significant affiliation agreementseotransaction resulting in a change in controlcsmpensation for these services, we agreed tc
pay NBC an annual fee which was approximately $ilBon in fiscal 2006, and issued NBC 1,450,008tdbution warrants. The exercise
price of the distribution warrants is $8.29 perreh#n fiscal 2004, NBC

6



exercised a portion of the original distributionrveats in a cashless exercise acquiring 101,50@ st common stock. In fiscal 2005, NBC
exercised all remaining original distribution wartsin a cashless exercise acquiring 281,199 additishares of common stock. On March
28, 2007, we agreed with NBC to reduce the amofititeoannual fee payable to NBC to a market rate.

POLO RALPH LAUREN/RALPH LAUREN MEDIA ELECTRONIC COM MERCE ALLIANCE

In February 2000, we entered into an agreementRoth Ralph Lauren, NBC, NBCi and CNBC whereby gheies created RLM, a joint
venture formed for the purpose of bringing the FRédph Lauren lifestyle experience to consumersmnidtiple media platforms, including
internet, broadcast, cable and print. During fist#06, RLM was owned 50% by Polo Ralph Lauren, &/dy NBC and its affiliates and
12.5% by us. RLM's primary business activity toedaas been the operation of the Polo.com website.d®m launched in November 2000
and includes an assortment of men's, women's,rehikland home products across the Ralph Laureityfafrbrands as well as unique gift
items. In connection with the formation of RLM, wetered into various agreements setting forth thermar in which certain aspects of the
business of RLM are to be managed and certaineofrtbmbers' rights, duties and obligations with eesp RLM. On March 28, 2007, we
sold our 12.5% ownership interest in RLM to PolddRa_auren for approximately $43.8 million.

AGREEMENT FOR SERVICES

In February 2000, RLM and our subsidiary VVI Fuifient Center, Inc., known as VVIFC, entered inteagneement for services under wr
VVIFC provides certain telemarketing, customer sarppnd fulfillment services to RLM. In the thirdigrter of fiscal 2006, RLM agreed to
extend the term of its existing services agreemaht us to at least August 31, 2008. RLM has adVise that it intends to develop the
capability to provide these services internallyhia future, and accordingly there can be no assardrat we will continue to provide services
to RLM beyond August 31, 2008 or, if so, for whatipd of time thereafter. In March 2007, VVIFC aRrdM further agreed to certain
changes to the agreement for services, includipgt@ntial extension of the term through mid-2008BM's option.

E. MARKETING AND MERCHANDISING
TELEVISION AND INTERNET RETAILING

Our television and internet revenues are genefatetd sales of merchandise and services offeredifirmur television home shopping
programming and website. Our television home shappusiness utilizes live television 24 hours a, dayen days a week, to create an
interactive and entertaining atmosphere to desetiltedemonstrate our merchandise. Selected custgradicipate through live
conversations with on-air hosts and occasionabc#yeguests. We believe our customers make pusshbased primarily on convenience,
value, quality of merchandise and promotional dfiigs, including financing. We believe that our cusers are primarily women between the
ages of 35 and 55, with annual household incongppfoximately $50,000 to $75,000. We schedule sppobgramming at different times
the day and week to appeal to specific viewer arstioener profiles. We feature announced and occaljoimannounced promations to drive
interest and incremental sales, including "Our Vajue," a sales program that features one speffexl @very day. We also feature other
major and special promotional events, along wittyai, discount and inventory-clearance sales.

Our merchandise is generally offered at or belomgarable retail prices. We continually introducevmeroducts on our home shopping
program. Inventory sources include manufacturehslesalers, distributors and importers. We intendantinue to promote private label
merchandise, which generally has higher than aeensayrgins.

SHOPNBC PRIVATE LABEL AND CO-BRAND CREDIT CARD PROG RAM

In the third quarter of fiscal 2006, we introdu@edew private label and co-brand revolving consurnedit card program. The program is
made available to all qualified consumers for iharicing of purchases
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of products and services from ShopNBC and for ih@nfcing of purchases from other retailers. Thgmm is intended to be used by
cardholders for purchases made primarily for peakdamily or household use. The issuing bank ésgble owner of the account issued ur
the program and absorbs all losses associatechaitipayment by cardholders. The issuing bank paystéeaes based on the number of cr
card accounts activated and on card usage. Onggt@neer is approved to receive a ShopNBC privdtel lar co-branded credit card and the
card is activated, the customer is eligible toipgodte in our credit card rewards program. Undlerrewards program, points are earned on
purchases made with the credit cards at ShopNBQtad retailers where the co-branded card is dedeardholders who accumulate the
requisite number of points are issued a $50 ceatifi award towards the future purchase of ShopNB(Cmandise. The certificate award
expires after twelve months if unredeemed. The pamogprovides a number of benefits to customerslditian to the awards program,
including deferred billing options and other speoféers. During fiscal 2006, customer use of thieate label and co-brand cards accounted
for approximately 17% of our television and intdreales. We believe that the use of the ShopNBG@itorard furthers customer loyalty and
reduces our overall bad debt exposure since thtbt @&rd issuing bank bears the risk of bad detBloopNBC credit card transactions.

FAVORABLE PURCHASING TERMS

We obtain products for our direct marketing bussessfrom domestic and foreign manufacturers angligup and are often able to make
purchases on favorable terms based on the volumpmdficts purchased or sold. Many of our purchaamgngements with our vendors
include inventory terms that allow for return pkdges for a portion of the order or stock balancig generally do not have long-term
commitments with our vendors, and a variety of sesrare available for each category of mercharstikk In fiscal 2006, products purcha
from one vendor accounted for approximately 17%wfconsolidated net sales. We believe that wedcfoodl alternative sources for this
vendor's products if this vendor ceased supplyiegchmandise; however, the unanticipated loss oflame supplier could impact our sales
earnings on a temporary basis.

F. ORDER ENTRY, FULFILLMENT AND CUSTOMER SERVICE

Our products are available for purchase via ta@eftelephone numbers or our website. We maintaagegement with West Teleservices
Corporation to provide us with telephone orderyenfrerators for taking of customer orders. Wese3etlvices provides teleservices to us
from service sites located in Omaha, Nebraska @ot&he, Washington, as well as through home aganthe present time, we do not
utilize any call center services based overseas.

We own a 262,000 square foot distribution facilityBowling Green, Kentucky, which we use to fulfilir obligations under the services
agreement entered into with RLM. The Bowling Gréaility is also used for the fulfillment of mosthyon-jewelry merchandise sold by us.
We distribute jewelry and other smaller merchanétism our Eden Prairie, Minnesota fulfillment cemte

The majority of customer purchases are paid byiccadd and debit cards. As discussed above, wataiaia private label and a co-brand
credit card program using the ShopNBC name. Pueshaiade with the ShopNBC private label credit @mednon-recourse to us. We also
utilize an installment payment program called V&asg, which entitles customers to pay by credit éaraertain merchandise offered in two
to six equal monthly installments. We intend totamre to sell merchandise using the ValuePay progtae to its significant promotional
value. It does, however, create a credit collectisk from the potential inability to collect ouasiding balances.

We maintain a product inventory, which consistsnariily of consumer merchandise held for resale. ioeluct inventory is valued at the
lower of average cost or realizable value, andedeice our balance by an allowance for excess asmlaib merchandise. As of February 3,
2007 and February 4, 2006, we had inventory batant866,622,000 and $67,844,000, respectively.
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Merchandise is shipped to customers by the UnitateS Postal Service, UPS, DHL, and Federal Exmnesther recognized carriers. We ¢
have arrangements with certain vendors who shigimaedise directly to our customers after an apgtaeustomer order is processed.

Customer service functions are performed and psackBy West Teleservices as well as by us. Ouoirsé customer service functions are
located in our Brooklyn Center, Minnesota facility.

Our return policy allows a standard 30-day refuadqa from the date of invoice for all customerghases. Our return rates have been
approximately 32% to 33% over the past three figeals. These return rates are higher than thegeeeturn rates reported by our larger
competitors in the television home shopping induditanagement believes the higher return raterisgtlst a result of (i) the significantly
higher average selling prices of our products aspared to the average selling prices of our cortgestiand (i) the fact that we have a hic
percentage of sales attributable to jewelry proglugoth of these characteristics are associatddhigher product return rates. Management
has been pursuing a number of initiatives to redbeeverall return rate.

G. COMPETITION

The direct marketing and retail businesses areyhigémpetitive. In our television home shopping &xbmmerce operations, we compete
customers with other types of consumer retail lsses, including traditional "brick and mortar" @ement stores, discount stores,
warehouse stores and specialty stores; other s@devihome shopping andcemmerce retailers; infomercial companies; catalod) mail orde
retailers and other direct sellers.

In the competitive television home shopping seat@ compete with QVC Network, Inc. and HSN, Inatthof whom are substantially larger
than we are in terms of annual revenues and cusspaued whose programming is carried more broazly.§. households than is our
programming. Both QVC and HSN are owned by largall-eapitalized parent companies in the media lssinwho are also expanding into
related e-commerce businesses. The American GbliestNetwork (ACN), the operator of Jewelry Tekon, also competes with us for
television home shopping customers in the jeweditggory, and ACN recently acquired the assets op &t Home from E. W. Scripps
Company and is operating a second channel of progiag in a number of non-jewelry categories, inaglgdcollectible coins and knives. In
addition, there are a number of smaller niche plagad startups in the television home shoppingaaveho compete with us.

The eeommerce sector is also highly competitive, ancaveein direct competition with virtually all otharternet retailers, many of whom ¢
larger, more well-established, more well-financad/ar have broader customer bases. Certain of@upetitors in the television home
shopping sector have acquired internet businesseplementary to their existing internet sites, whicay pose new competitive challenges
for us. For example, the parent company of HSNatagiired the internet search business Ask JeewgskKnown as Ask.com), and the par
company of QVC acquired Provide Commerce, an opeddtretail websites.

We anticipate continuing competition for viewerslanstomers, for experienced home shopping persdonéistribution agreements with
cable and satellite systems, and for vendors appligus -- not only from television home shoppirgnpanies, but also from other companies
that seek to enter the home shopping and inteet&it sectors, including telecommunications andecabmpanies, television networks, and
other established retailers. We believe that ouocass in the television home shopping and e-conmenmrsinesses is dependent on a number
of key factors, including (i) obtaining carriage additional cable systems on favorable termsir(@)easing the number of households who
purchase products from us, and (iii) increasingdbiéar value of sales per customer to our existingtomer base. We believe that we are
positioned to compete because of our establisHatioreships with cable operators. No assurancebeagiven, however, that we will be able
to acquire additional cable carriage at prices fable to us or maintain our current cable carriage.
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H. FEDERAL REGULATION

The cable television industry and the broadcastidgstry in general are subject to extensive reaguiay the FCC. The following does not
purport to be a complete summary of all of the wiowns of the Communications Act of 1934, as amdnérown as the Communications
Act, the Cable Television Consumer Protection Act@02 known as the Cable Act, the Telecommunicatiact of 1996 known as the
Telecommunications Act or other laws and FCC rolegolicies that may affect our operations.

CABLE TELEVISION

The cable industry is regulated by the FCC undeiGhble Act and FCC regulations promulgated theteuras well as by state or local
governments with respect to certain franchisingtenst

Must Carry. In general, the FCC's "must carry" sul@der the Cable Act entitle analog full poweevéiion stations to mandatory cable
carriage of their signals, at no charge, to alle@lomes located within each station's broadcast provided that the signal is of adequate
strength, and the cable system must carry desigrcéennels available. FCC rules currently extendlar cable must carry rights to the
primary video and programming-related material ®firtelevision stations that transmit only digilkt/ision signals, and to existing
television stations that return their analog spentand convert to digital operations. The extenhich cable providers may or may not be
required to provide must carry rights to full powelevision stations after the close of the traosito digital television is discussed below in
"Federal Regulation -- Advanced Television Systéimsaddition, certain aspects of the must camghts of stations transmitting digital
television signals now, as well as after the trassion to digital television, remain subject to giey FCC proceedings.

The FCC has also been asked to reevaluate itsed@88sion of must carry rights to predominantly kashopping television stations. While
the FCC has never acted on that request, filed teveyears ago, there can be no assurance that$tmpping television stations will
continue to have must carry rights. In additiondemthe Cable Act, cable systems may petition {B€ Eo determine that a station is ineligi
for must carry rights because of the station's te#cservice to the community, its previous noneage or other factors. The unavailability of
must carry rights to our existing or future staiavould likely substantially reduce the number able homes that could be reached by any
full power television station that we own or mayaice or on which we might provide programming.

CABLE LEASED ACCESS

The Cable Act and the FCC's rules provide unaféitiacable programmers such as us with certaingighease channels from cable
operators. The FCC has recently announced plarvisit its leased access rates and policies It bif the lack of use of leased access
channels, but there can be no assurance that tGenHCact in any way that would increase the aaility or affordability of leased access
us.

BROADCAST TELEVISION

General. Our acquisition and operation of televisitations is subject to FCC regulation under tom@unications Act. The Communicatic
Act prohibits the operation of television broadaagistations except under a license issued by @@. Fhe statute empowers the FCC, anr
other things, to issue, revoke and modify broadiegdicenses, adopt regulations to carry out tlevisions of the Communications Act and
impose penalties for violation of such regulatidBsch regulations impose certain obligations wétspect to the programming and operation
of television stations, including requirementsdarriage of children's educational and informatignmagramming, programmingesponsive t
local problems, needs and interests, advertisiog upquest by legally qualified candidates for fatleffice, closed captioning, and other
matters. In addition, FCC rules prohibit foreigrvgmmments, representatives of foreign governmaitiesys, representatives of aliens and
corporations and partnerships organized underatiue bf a foreign nation from holding broadcastriges. Aliens may own up to 20% of the
capital stock of a licensee corporation, or gemerad to 25% of a U.S. corporation, which, in tunas a controlling interest in a licensee.
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Full Power Television Station. In April 2003, onfecair wholly owned subsidiaries acquired a full @rwelevision station serving the Boston,
Massachusetts market. On April 11, 2006, the FGtgd our application for renewal of the statidinsnse.

Broadcast Multiple Ownership Limits. Many of ouriging and potential competitors are larger andemtiversified than we are, or have
greater financial, marketing, merchandising antrithistion resources. In January 2004, Congresseddsgislation that would allow a
television broadcaster to own local televisionistet reaching 39% of the nation's households, ap the previous 35% limit. On March 1,
2007, the FCC revised its rules to reflect thigdigion. In June 2003, the FCC adopted ruleswlatild have significantly relaxed the limits
and restrictions on media ownership. Among othanges, the FCC relaxed its rules governing the comownership of more than one
television station in any given market. In June£@fie U.S. Court of Appeals for the Third Circuaitalidated these revised media ownership
rules on the ground that the FCC had failed to ideva sufficient justification for the relaxed owskip limitations and restrictions, and sta
the new rules pending further FCC proceedings abdesjuent judicial review. In June 2006, the F&QOdd a further notice of proposed
rulemaking, again seeking comment on potential gharno its media ownership rules. Although no mtah can be made as to the outcome
of this proceeding, it is possible that the FCQ adlopt changes to these rules that permit incteesesolidation in the broadcast industry,
making it more difficult for us to compete.

ALTERNATIVE TECHNOLOGIES

Alternative technologies could increase the tyffesdeo program delivery systems on which we magksearriage. Three direct broadcast
satellite systems known as DBS currently provideise to the public and, according to FCC statssttbe number of DBS subscribers has
increased to more than 27 million households d3exfember 2005. Congress has enacted legislatiogneeisto facilitate the delivery of loc
broadcast signals by DBS operators and therebyotmqte DBS competition with cable systems. In addjtanother new technology permits
the viewing of live linear cable television chamtirough broadband-connected personal compusgtegs and mobile devices, without the
need for a physical cable-box or special softwdfe.now make our live programming available in thsnner through an agreement with
VDC Corporation, a media and technology servicesiger. VDC recently has filed complaints with th€C claiming eligibility for access
other cable and broadcast programming that it calstés necessary to attract subscribers, and thersvof that programming have opposed
these efforts, alleging that VDC's technology doetsqualify for this access.

ADVANCED TELEVISION SYSTEMS

Technological developments in television transmoissvill make it possible for the broadcast and moalcast media to provide advanced
television services, that is television servicaagisligital or other advanced technologies. The FClate 1996 approved a digital television
technical standard known as DTV to be used by iglmv broadcasters, television set manufactureescpmputer industry and the motion
picture industry. This DTV standard allows the sit@neous transmission of multiple streams of digitda on the bandwidth presently used
by a normal analog channel. It is possible to beaatione or more high-definition channels with gisand sound quality superior to present-
day television or several standard-definition clesimvith digital sound and pictures of a qualitigistly better than present television, or one
high-definition and one or more standard-definittdrannels; to provide interactive data servicedutling visual or audio transmission, on
multiple channels simultaneously; or to provide sarombination of these possibilities on the mudtipthannels allowed by DTV.

As part of the nationwide transition from analogligital broadcasting, each full power televisitation has been granted a second chanr
the FCC on which to initiate digital operations. Bebruary 1, 2006, Congress passed a law setfinglaleadline for the DTV transition of
February 17, 2009, by which broadcasters must sderetheir analog signals and broadcast only oin #ietted digital frequency. We
commenced operations on our digital channel in R2E3. While broadcasters currently do not haveatptp obtain digital channels, the F
has ruled that a television station that receivespensation from a third party for the ancillarysapplementary use of its DTV spectrum
(e.g., data transmission or paging services)
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must pay a fee of 5% of gross revenues receiveel FC has rejected a proposal that fees be impeoised a DTV broadcaster receives
payment for transmitting home shopping programmatigpough it left open the question whether intévachome shopping programming
might be treated differently. It is not yet cleanather and how television broadcast stations willble to profit by the transition to DTV, h
quickly the viewing public will embrace the costr@w digital television sets and monitors, or haffiallt it will be for viewers who do not
do so to continue to receive television broadcagtether through cable or DBS service or over thdrmaddition, it is unclear what rights
television broadcast stations will have to obtairriage of their digital signals on local cableteyss.

As noted above, the FCC's must carry rules genyegatitle analog full power television stationswandatory cable carriage of their signals,
at no charge, to all cable homes located withitesdation's designated market area, or DMA. AlthoBEGC rules currently extend similar
cable must carry rights to existing televisionista that return their analog spectrum and corteedigital operations, in February 2005, the
FCC affirmed its prior decision not to require @abperators to simultaneously carry broadcasteadbg and digital signals during the
transition. After the end of the digital transition2009, the FCC has determined that full powksvision stations will be entitled to
mandatory cable carriage of their digital signalfijough the FCC has yet to determine the extewhioh cable and DBS operators will be
required to provide those signals to subscribetis amalog television receivers in a viewable fornratddition, the FCC confirmed that after
the transition, cable operators will only be obiaghto carry the primary video and programmingteglanaterial of digital television station's
signals and are not required to carry any of tagats' additional programming streams. Petitimmgéconsideration of that decision remain
pending at the FCC. In addition, as noted abovejmaber of issues relating to the rights televidiomadcast stations will have to obtain
carriage of their digital signals on local cablstsyns both during and after the close of the ttiamsio digital television remain subject to
pending FCC proceedings.

As part of this transition to digital televisiomgt spectrum currently used by broadcasters tratisgidan channels 589 will be transitioned t
use by new wireless and public safety operatomneSaroadcast stations, including our station inBhston, Massachusetts marketplace, |
been given a digital channel allocation within thiectrum. Under FCC rules, although stations agdhdigital channels between channels 52
and 69 may use those channels until the closeedD®V transition, they must either seek an altéveadigital channel below channel 52 on
which to transmit their digital signal or transititheir digital operations to their analog chaniiéle FCC has established a timetable within
which broadcast stations must elect the channeltdch they will transmit their digital signal aftdre close of the DTV transition, and in
April 2006, we filed a notification with the FCCedeng to provide our digital television operationghe Boston marketplace on channel 10
after the transition. In October 2006, the FCCéska notice tentatively proposing to accept oupgpsal in a rulemaking proceeding that
remains pending. While no comments were filed opypsur selection of channel 10 as our digitaluisien channel, there can be no
guarantee that the FCC will authorize us to opesatehannel 10, or that we will be able to locasridable alternate channel below channel
52 on which to provide digital transmissions after close of the DTV transition that will provideverage equivalent to our current cover:

TELEPHONE COMPANIES' PROVISION OF PROGRAMMING SERVI CES

The Telecommunications Act eliminated the previstagutory restriction forbidding the common owndpsif a cable system and telephone
company. AT&T, Verizon and a number of other laed¢éphone companies are planning to provide opareiding video services through
fiber to the home or fiber to the neighborhood texthgies, while other local exchange carriers aiagivideo digital subscriber loop
technology, known as VDSL, to deliver video progrnaimg, high-speed internet access and telephon&sarver existing copper telephone
lines. In March 2007, the FCC released an ordegded to streamline entry by carriers by preemptirggimposition by local franchising
authorities of unreasonable conditions on entrgnEhising authorities and cable operators haveated an intention to seek judicial review
of that order. No prediction can be made as tal#poyment schedules of these telephone compahgeespccess of their technologies, or
their ability to attract and retain customers.
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REGULATIONS AFFECTING MULTIPLE PAYMENT TRANSACTIONS

The antitrust settlement between MasterCard, VI8é approximately 8 million retail merchants raisestain issues for retailers who accept
telephonic orders that involve consumer use oftdelyds for multiple or continuity payments. A cdmah of the settlement agreement
provided that the code numbers or other meansstihduishing between debit and credit cards be ragd#able to merchants by VISA and
MasterCard. Under Federal Reserve Board regulatibissmay require merchants to obtain consumeittew consent for preauthorized
transfers where the merchant is aware that theodashpayment is a debit card as opposed to ataradi. We believe that debit cards are
currently being offered as the payment vehicleppraximately 30% of our transactions with VISA avidsterCard. Effective February 9,
2006, the Federal Reserve Board amended langudigedifficial commentary to Regulation E by remayian express prohibition on the use
of taped verbal authorization from consumers adenge of a written authorization for purposes efriggulation. There can be no assurance

that compliance with the authorization procedumedeun this regulation will not adversely affect thestomer experience in placing orders or
adversely affect sales.

|. SEASONALITY AND ECONOMIC SENSITIVITY

Our businesses are subject to seasonal fluctuatitinthe highest sales activity normally occurrohgring our fourth fiscal quarter of the ye
primarily November through January. Our businesseslso sensitive to general economic conditiowshasiness conditions affecting
consumer spending. Additionally, our television iande (and therefore sales revenue) can be signtficimpacted by major world or
domestic events, which divert audience attentioayaftom our programming.

J. EMPLOYEES

At February 3, 2007, we had approximately 1,200leyges, the majority of whom are employed in cusioservice, order fulfillment and
television production. Approximately 18% of our doyees work part-time. We are not a party to arljective bargaining agreement with
respect to our employees. Management considegsipdoyee relations to be good.

K. EXECUTIVE OFFICERS OF THE REGISTRANT

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

NAME AGE POSITION(S) HELD

William J. Lansing................... 48 Presid ent and Chief Executive Officer and
Direct or

Frank P. Elsenbast.................. 41  Senior Vice President and Chief Financial
Office r

Nathan E. Fagre............ccce..... 51 Senior Vice President, General Counsel &
Secret ary

Karen F. Johnston.................... 48 Senior Vice President -- Merchandising

Bryan Venberg.........cccoeeeennne 38 Senior Vice President -- Human Resources

William J. Lansing joined our company as Presidamt Chief Executive Officer in December 2003 anal$® a member of our board of
directors. Mr. Lansing has more than fifteen yedrsenior management experience, including postaspresident and CEO at public
companies in the consumer direct marketing andristecommerce arenas. Mr. Lansing joined us fromesad Atlantic Partners, a global
private equity firm, where he was a partner frompt8mber 2001 to December 2003. Prior to joining &ahAtlantic Partners, Mr. Lansing
served as CEO of NBC Internet, a Nasdag-listed emyppfrom March 2000 to August 2001 and servedrasifent and later as CEO of
Fingerhut Companies, then the nation's secondsaogealog retailer and an NYSE-listed companynfiday 1998 to March 2000. Prior to
joining Fingerhut, from October 1996 to April 1998r. Lansing was at General Electric, where he egias Vice President of Busine
Development, reporting to Chairman Jack Welch. Fdamuary 1996 to October 1996,
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Mr. Lansing was Chief Operating Officer of Prodidiyc., where he launched the company's flagshigiByanternet offering. Earlier in his
career, Mr. Lansing was a partner at McKinsey aath@any. Mr. Lansing currently serves on the bomirectors of Digital River, Inc.,
Right Now Technologies. Inc. and Fair Isaac Corfiona

Frank P. Elsenbast served as our Vice Presiddfinahcial Planning and Analysis from September 2@03ctober 2004, when he became
Vice President and Chief Financial Officer. Mr. &ibast was promoted to Senior Vice President in R096. Mr. Elsenbast has over
eighteen years of corporate finance, operationlysisaand public accounting experience. From Ma@12th September 2003, he served as
Finance Director and from May 2000 to May 2001 éeved as Finance Manager at our company. Priarindng us, Mr. Elsenbast served in
various analytical and operational roles with ThikslBury Company from May 1995 through May 2000.. Misenbast is a CPA and began
career with Arthur Andersen, LLP.

Nathan E. Fagre joined us as Senior Vice Presi@sneral Counsel and Secretary in May 2000. Fro@® 18 2000, Mr. Fagre was Sen
Vice President and General Counsel of Occidentich@l Gas Corporation in Los Angeles, Californiee dil and gas operating subsidiary of
Occidental Petroleum Corporation. From 1995 to 1986 Fagre held other positions in the legal dépant at Occidental. His previous le
experience included corporate and securities laegtme with the law firms of Sullivan & Cromwell idew York and Gibson, Dunn &
Crutcher in Washington, D.C. Mr. Fagre has servethe board of Ralph Lauren Media, L.L.C. as opresentative since 2004. In addition,
Mr. Fagre is a director, member of the executivamittee and secretary of the Electronic Retailirgg@ciation, an industry association
serving the television home shopping, e-commeniemercial and electronic direct-response industry.

Karen F. Johnston joined us as Vice President atNendising in May 2004 and was promoted to Seviioe President of Merchandising in
February 2005. Ms. Johnston has more than eiglyesns of progressive experience in direct markedimgj retailing. From 2002 to 2004, N
Johnston was in Product Development and MerchamgiBirector for Target Corporation. From 1992 t®20Ms. Johnston served in a
number of merchandising positions at the Finge@uarporation including the Merchandising Director fioe jewelry, apparel and footwear
division.

Bryan Venberg joined us as Vice President of HuRasources in May 2004 and was promoted to Senu® Fresident in May 2006. Mr.
Venberg has more than fourteen years of experigniceman resource management. From October 199@302004, Mr. Venberg served as
regional director of human resources for TargetpOmation. From September 1990 to October 1999 Ménberg served in a number of
human resource and merchandising positions at T@wgporation.

L. AVAILABLE INFORMATION

Our annual report on Form 10-K, quarterly reportd=orm 10-Q and current reports on Form 8-K, andradments to these reports if
applicable, are available, without charge, on ouestor Relations website as soon as reasonaldtiqaile after they are filed electronically
with the Securities and Exchange Commission. Cogles are available, without charge, by contadtirgGeneral Counsel, ValueVision
Media, Inc., 6740 Shady Oak Road, Eden Prairie nelsota 55344-3433.

Our Investor Relations internet address is www sailsionmedia.com. The information contained on emhected to our Investor Relations
website is not incorporated into this report.

ITEM 1A. RISK FACTORS

In addition to the general investment risks andéhi@actors set forth throughout this documentyuidiclg those set forth under the caption
"Cautionary Statement Concerning Forward-Lookirfgdmation," the following risks should be consid&regarding our company.
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WE HAVE A HISTORY OF LOSSES AND MAY NOT BE ABLE TO ACHIEVE OR MAINTAIN PROFITABLE OPERATIONS IN
THE FUTURE.

We experienced operating losses from continuingatjmms of approximately $9.5 million, $18.6 mili@nd $44.3 million in fiscal 2006,
2005 and 2004, respectively. We reported a netgessliluted share of $0.07, $0.43 and $1.57 wefi2006, 2005 and 2004, respectively.
There is no assurance that we will be able to aehie maintain profitable operations in future éisgears.

A MAJORITY OF OUR CABLE AND SATELLITE DISTRIBUTIONAGREEMENTS ARE SCHEDULED TO EXPIRE AT THE END OF
2008 AND IT MAY BE DIFFICULT OR MORE COSTLY TO REN®W THESE AGREEMENTS FOR ADDITIONAL TERMS.

Cable and satellite distribution agreements reptasg approximately 60% of the total cable and I§&édouseholds who currently receive
our television programming are scheduled to exgiitae end of 2008. While we and NBC, as our adgee begun initial discussions with
certain cable system operators regarding extensiorenewals of these agreements, no assurandeeaggimen that we will be successful in
negotiating renewal contracts with all the existaygtems, or that the financial and other term&oéwal will be on acceptable terms. Failure
to successfully renew carriage agreements coverim@terial portion of our existing cable and saéeHouseholds on acceptable financial
other terms could adversely affect our future glowtles revenues and earnings unless we weréoadnleange for alternative means of
broadly distributing our television programming.

LOSS OF THE NBC BRANDING LICENSE WOULD REQUIRE USOTPURSUE A NEW BRANDING STRATEGY THAT MAY NOT
BE SUCCESSFUL AND MAY INCUR SIGNIFICANT ADDITIONALEXPENSE.

We have branded our television home shopping nétad internet site as ShopNBC and ShopNBC.comemively, under an exclusive,
worldwide licensing agreement with NBC for the w$&BC trademarks, service marks and domain nahsscbntinues until May 2011. We
do not have the right to automatic renewal at tiee @ the license term, and consequently may beined|to pursue a new branding strategy
which may not be as successful as the NBC brartdauitrent or potential customers, and which magplver significant additional expense.
In addition, there are limitations and conditioo®tr use of the license, which may under certstumstances restrict us from pursuing
business opportunities outside of our current safgerations. NBC also has the right to termiriagelicense prior to the end of the license
term in the event of a breach by us of the ternth®ficense agreement or upon certain changesmifat, as outlined in greater detail in
"Business -- Strategic Relationships -- ABC Traddaiacense Agreement” above.

NBC AND GE EQUITY HAVE THE ABILITY TO EXERT SIGNIFI CANT INFLUENCE OVER US AND HAVE THE RIGHT TO
DISAPPROVE OF CERTAIN ACTIONS BY US.

As a result of their equity ownership in our compadBC and GE Equity together are currently ougéest shareholder and have the ability to
exert significant influence over actions requirsttareholder approval, including the election oécliors, adoption of equity-based
compensation plans and approval of mergers or sigaificant corporate events. Through the provisim the shareholder agreement and
certificate of designation for the preferred stadBC and GE Equity also have the right to disapprof/certain major corporate actions by
our company (as discussed under "Business -- §icaRelationships -- Shareholder Agreement” abadwedddition, because NBC has the
exclusive right to negotiate for the distributicihoair television home shopping programming, a teation of the strategic alliance with NBC
could adversely affect our ability to increase program distribution.

MANDATORY REDEMPTION OF OUR CONVERTIBLE PREFERRED S TOCK COULD HAVE A MATERIAL IMPACT ON
OUR LIQUIDITY AND CASH RESOURCES.

Our Class A Redeemable Convertible Preferred Ststled to GE Equity may be redeemed upon certainggs in control of our company
and, in any event, may be redeemed in 2009 upotethgear anniversary of its issuance (unless pusly converted into common stock). If
we are unable to generate positive cash flow axintztdditional capital prior to any such redemptitie requirement that we pay cash
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in connection with such redemption may have a ridtienpact on our liquidity and cash resources. &bgregate redemption cost of all the
Preferred Stock is $44,264,000. We ended fiscab2@ith cash and cash equivalents and short-teresinvents of $71,294,000 and no long-
term debt. The Preferred Stock has a redemptiae ofi $8.29 per share and is convertible on a onexfe basis into our common stock, and
accordingly, if the market value of our stock igher than the redemption price immediately priathoredemption date, GE Equity may
choose to convert its shares of Preferred Stockiemon stock rather than exercise its right to mgutéon.

GOVERNMENT REGULATION OF THE INTERNET AND E-COMMERC E IS EVOLVING; UNFAVORABLE CHANGES
COULD ADVERSELY AFFECT OUR BUSINESS.

We have made material investments in anticipatidhe continuing growth of the internet as an dffecmedium of commerce by merchants
and shoppers. Our sales over the internet accotmtegproximately 24%, 21% and 20% of consolidatetisales during fiscal 2006, 2005
and 2004, respectively. Additional laws and redoiet may be adopted with respect to the internetlwgr online services, covering such
issues as user privacy, data security, advertigingng, content, copyrights and trademarks, acbgsersons with disabilities, distribution,
taxation and characteristics and quality of proslaetd services. These laws or regulations, if edaciould make it more difficult for us to
conduct business online, which could, in turn, dase the demand for our products and servicesnarghise our cost of doing business
through the internet. Inherent with the interned arcommerce is the risk of unauthorized accessnfidential data, including consumer
credit card information, the risk of computer viingection or other unauthorized acts of electranicusion with the malicious intent to do
damage. Although we have taken precautionary stepscure and protect our data network from intnusind acts of hostility, there can be
no assurance that unauthorized access to ouraiécsystems will be prevented entirely.

INTENSE COMPETITION IN THE GENERAL MERCHANDISE RETIRING INDUSTRY AND PARTICULARLY THE LIVE HOME
SHOPPING AND E-COMMERCE SECTORS COULD LIMIT OUR GRMOH AND REDUCE OUR PROFITABILITY.

As a general merchandise retailer, we competediosumer expenditures with other forms of retailibesses, including department, disco
warehouse and specialty stores, television homppshg, e-commerce businesses, mail order and catalmpanies, and other direct sellers.
The home shopping industry is highly competitivéthvthe two largest competitors being HSN and Q@¥C and HSN offer home shoppi
programming similar to our programming, and arel wstablished, reach a significantly larger peragatof United States television
households than we do, and in many markets have fagorable channel locations than we haved. Qu\@vised by Liberty Media Corp.,
while HSN is a wholly owned subsidiary of InterAaCorp. Liberty Media and InterActiveCorp are latgaore diversified and have greater
financial, marketing and distribution resourcesitbia. The internet retailing industry is also hygbbmpetitive, with numerous e-commerce
websites competing in every product category weycar addition to the websites operated by thepthlevision home shopping companies.
This competition in the internet retailing sectaakas it more challenging and expensive for usttacttnew customers, retain existing
customers and maintain desired gross margin levels.

WE MAY NOT BE ABLE TO MAINTAIN ITS SATELLITE SERVICES IN CERTAIN SITUATIONS, BEYOND OUR CONTROL,
WHICH MAY CAUSE OUR PROGRAMMING TO GO OFF THE AIR®R A PERIOD OF TIME AND INCUR SUBSTANTIAL
ADDITIONAL COSTS.

Our programming is presently distributed to calylgtems, full power television stations and satelliish owners via a leased communicat
satellite transponder. In the future, satellitevier may be interrupted due to a variety of circtamees beyond our control, such as satellite
transponder failure, satellite fuel depletion, goweental action, preemption by the satellite seryimvider and service failure. The
agreement provides us with preemptable back-upceeifisatellite transmission is interrupted. Howg\there can be no assurance if satellite
transmission is so interrupted that we will be abletilize existing back-up transponder or sateliapacity. In the event of any transmission
interruption, we may incur substantial additiona$ts to enter into new arrangements and be unalbiadcast its signal for some period of
time.
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WE MAY BE SUBJECT TO PRODUCT LIABILITY CLAIMS FOR O N AIR MISREPRESENTATIONS OR IF PEOPLE OR
PROPERTIES ARE HARMED BY PRODUCTS SOLD BY US.

Products sold by us and representations relatétege products may expose us to potential lialdildgn claims by purchasers of such
products, subject to our rights, in certain instado seek indemnification against this liabifiym the suppliers or manufacturers of the
products. In addition to potential claims of pemdanjury, wrongful death or damage to personapprty, the live unscripted nature of our
television broadcasting may subject us to claimsisfepresentation by our customers, the FedeeleT€Commission and state attorneys
general. We maintain, and have generally requinedrtanufacturers and vendors of these producrtg, product liability and errors and
omissions insurance. There can be no assurancei¢hatll be able to maintain this coverage or abtilditional coverage on acceptable
terms, or that this insurance will provide adequatecrage against all potential claims or evenvadlable with respect to any particular
claim. There also can be no assurance that outistpmwill continue to maintain this insurance bat this coverage will be adequate or
available with respect to any particular claimsdrrct liability claims could result in a materiaharse impact on our financial performance.

OUR VALUEPAY INSTALLMENT PAYMENT PROGRAM COULD LEAD  TO SIGNIFICANT UNPLANNED CREDIT LOSSES
IF OUR CREDIT LOSS RATE WAS TO DETERIORATE.

We utilize an installment payment program calledué¢®ay that entitles customers to purchase meri@add generally pay for the
merchandise in two to six equal monthly installnseits of February 3, 2007 and February 4, 2006hatkapproximately $105 million and
$77 million, respectively, due from customers urither\VValuePay installment program. We maintainvedioces for doubtful accounts for
estimated losses resulting from the inability of oustomers to make required payments. While ctesgl#tes have historically been within our
estimates for such losses, there is no guarandevthwill continue to experience the same credis Irate that we have in the past. A
significant increase in our credit losses couldiitda a material adverse impact on our financeffprmance.

WE PLACE A SIGNIFICANT RELIANCE ON TECHNOLOGY ANDNFORMATION MANAGEMENT TOOLS TO RUN OUR
EXISTING BUSINESSES, THE FAILURE OF WHICH COULD ACBRSELY IMPACT OUR OPERATIONS.

Our businesses are dependent, in part, on thefssgplisticated technology, some of which is predido us by third parties. These
technologies include, but are not necessarily éthib, satellite based transmission of our programguse of the internet in relation to our
on-line business, new digital technology used toage and supplement our television broadcast apesaand a network of complex
computer hardware and software to manage an esezasing need for information and information mamagnt tools. The failure of any of
these technologies, or our inability to have thishnology supported, updated, expanded or inteymate other technologies, could adversely
impact our operations. Although we have, when fdssdeveloped alternative sources of technologlylasilt redundancy into our computer
networks and tools, there can be no assurancéhise efforts to date would protect us againgiantial issues or disaster occurrences
related to the loss of any such technologies dr tise.

THE EXPANSION OF DIGITAL CABLE COMPRESSION TECHNOLO GY MAY ADVERSELY IMPACT OUR ABILITY TO
COMPETE FOR TELEVISION VIEWERS.

The majority of cable operators have started terafable programming on a digital basis. The usigifal compression technology provides
cable companies with greater channel capacity. &\griéater channel capacity increases the oppoytionius to be more widely distributed
also may adversely impact our ability to competedtevision viewers to the extent it results inigher channel position, (ii) placement of
our programming in separate programming tiersijipaf expanding universe of programming choicks@mpeting for the same audience.
We have historically experienced a higher annuaksavenue per FTE with analog systems, as compardigital systems. As more cable
system operators move to all-digital systems ouirecpur programming to be carried on a digital, tiee could experience a reduction in the
growth or an absolute decline in sales per FTEease are able to offset the reduction througreasad
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marketing efforts, greater internet-based saledternative distribution channels for our televisfrogramming. Such efforts may not be
successful or may incur significant additional @ielg costs.

THE UNANTICIPATED LOSS OF ONE OF OUR LARGER VENDORS COULD IMPACT OUR SALES ON A TEMPORARY
BASIS.

Historically, we have not entered into long-ternpsly arrangements that would require vendors teigeproducts on an ongoing basis. In
fiscal 2006, products purchased from one vendoowaaed for approximately 17% of our consolidatetisades. We believe that we could 1
alternative sources for this vendor's producthiff Yendor ceased supplying merchandise; howdwemnanticipated loss of any large supy
could impact our sales on a temporary basis.

MANY OF OUR KEY FUNCTIONS ARE CONCENTRATED IN A SIN GLE LOCATION, AND A NATURAL DISASTER COULD
SERIOUSLY IMPACT OUR ABILITY TO OPERATE.

Our television broadcast studios, internet openatidT systems, merchandising team, inventory ocbsirstems, executive offices and
finance/accounting functions, among others, arérakred in our adjacent offices at 6740 and 6&3tady Oak Road in Eden Prairie,
Minnesota. A natural disaster such as a tornadtdamriously disrupt our ability to continue orwese normal operations for some period of
time. While we have business continuity plans amérgency preparedness protocols in place, no asmsga&an be given as to how quickly
we would be able to resume operations and how itom@y take to return to normal operations. We dontur substantial financial losses
above and beyond what may be covered by applicgatleance policies, and may experience a lossgtboers, vendors and employees
during the recovery period.

WE OPERATE WITH A HIGH FIXED COST BASE.

Our television home shopping business operatesanlitigh fixed cost base, primarily driven by fixaanual fees under multi-year contracts
with cable and satellite system operators to caaryprogramming. In fiscal 2006, these fees agdeeapproximately $112.6 million. In
order to operate on a profitable basis, we musthread maintain sufficient annual sales revenuesver our high fixed cost base. In the
event we do not achieve our expected sales revangets or experience an unanticipated declinal@ssour ability to reduce operating
expenses in the near term will be limited by tikedi cost base. In that case, our earnings and nomespects could be adversely affected.

OUR TELEVISION HOME SHOPPING AND INTERNET BUSINESSE S ARE SENSITIVE TO GENERAL ECONOMIC
CONDITIONS, CONSUMER CONFIDENCE AND MAJOR NEWS EVEN TS.

Our businesses are sensitive to general economiitams affecting consumer spending. Our two magiegories of sales merchandise are
jewelry and electronics, which due to their natame relatively high price points are more sensitivehanges in consumer demand than ¢
product categories. Unfavorable economic conditeomd/or a loss of consumer confidence may leadéalaction in consumer spending
generally and in home shopping specifically, ang tead to a reduction in consumer spending onythest of merchandise we currently of
Additionally, our television audience and salesrae can be significantly impacted by major wordl@emestic events, which divert
audience attention away from our programming.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None
ITEM 2. PROPERTIES

We own two commercial buildings occupying approxieia209,000 square feet in Eden Prairie, Minnegatsuburb of Minneapolis). One
the buildings is used for our corporate administegttelevision production and jewelry distributioperations. The second building has
approximately 70,000 square feet of commercialalespgace, which we utilize for additional officeasp. We own a 262,000 square foot
distribution facility on a 34-acre parcel of lamibdease approximately 72,000 square feet of warghepace in Bowling Green, Kentucky.
We also lease approximately 25,000 square feeffickspace for a telephone
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call center in Brooklyn Center, Minnesota, which pvemarily use to fulfill our service obligations connection with the services agreement
entered into with RLM and our own customer seraperations. Additionally, we rent transmitter sited studio locations in Boston,
Massachusetts for our full power television statle believe that our existing facilities are adetguo meet our current needs and that
suitable additional or alternative space will baitable as needed to accommodate expansion oftapera

ITEM 3. LEGAL PROCEEDINGS

We are involved from time to time in various claiared lawsuits in the ordinary course of businasshé opinion of management, these
claims and suits individually and in the aggredatee not had a material adverse effect on our tipasaor consolidated financial statements.

As previously described in our annual and quart8E& filings, in July 2004, we commenced legal pemtings against Navarre Corporation
in state court in Minnesota seeking to enforcetagtanted under a stock purchase agreement ardrstm agreement entered in 1997 as an
inducement to obtain our investment in NetRadiopBaation. On November 15, 2005, we agreed with Kaua settle the claims we made
against Navarre and the counterclaims Navarre ragdmst us. Under the settlement agreement firthlizépril 2006, Navarre made a cash
payment to us and entered into an airtime agreemiémus whereby Navarre had the right to purcleseertising time from us during 2006.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to our shareholders dutia fourth quarter ended February 3, 2(
PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELA TED SHAREHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

MARKET INFORMATION FOR COMMON STOCK

Our common stock is traded on the Nasdaqg Globak&tamder the symbol "VVTV." The following tabletsdorth the range of high and low
sales prices of the common stock as quoted by #seldd) Global Market for the periods indicated.

HIGH LOW
FISCAL 2006
FirstQuarer......cccoovveeevvviecccicieeees $13.13 $11.48
Second QUarer....cccvveeeeeeeeeeeeeeeieeeeeeeee 13.75 9.83
Third QUarter.....ccccccoevvvvevciiiieees 12.95 10.03
Fourth Quarter........cooovvvvvvveiiieenee. 14.12 11.83
FISCAL 2005
First Quarter.......ccccooovvvvccvvnniieeeeeees 14.42 9.40
Second QUArer....cccceveeveeveneeeeeeeieiieeeeee 12.72 8.01
Third Quarter.... T 1351 9.24
Fourth Quarter.........ccooovvivvveviineeee. L 13.38 9.47

HOLDERS
As of April 2, 2007 we had approximately 550 shatdhrs of record.
DIVIDENDS

We have never declared or paid any dividends veisipect to our capital stock. Pursuant to the shé&dehagreement we have with GE
Equity, we are prohibited from paying dividendsktess of 5% of
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our market capitalization in any quarter. We cutigeaexpect to retain our earnings for the develophand expansion of our business and do
not anticipate paying cash dividends in the forabefuture. Any future determination by us to pagh dividends will be at the discretion of
the board of directors and will be dependent upmresults of operations, financial condition, @oyntractual restrictions then existing and
other factors deemed relevant at the time by tleedof directors.

ISSUER PURCHASES OF EQUITY SECURITIES

In August 2006, our board of directors authorizesamon stock repurchase program. The program aeéiscour management, acting
through an investment banking firm selected asagent, to repurchase up to $10 million of our comrsimck through August 2007 by open
market purchases or negotiated transactions agand amounts as we determine from time to timedi&¥ not repurchase any shares under
our stock repurchase program in the fourth quarftéscal 2006. During the third quarter of fis@9106, we repurchased a total of 406,000
shares of common stock for a total repurchase atrafu$4,682,000 at an average price of $11.54 pares We did not repurchase any shares
under any stock repurchase program during fisc@b 2 fiscal 2004.
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STOCK PERFORMANCE GRAPH

The graph below compares the cumulative five-yetl teturn to our shareholders (based on appreciaf the market price of our common
stock) on an indexed basis with (i) a broad equitirket index and (ii) a peer group created by &3 twe same period and consisting of
companies involved in various aspects of the telemihome shopping, jewelry and internet retail s@vice industries. The presentation
compares the common stock price in the period ffanuary 31, 2002 to February 3, 2007, to the Na&dalal Market stock index and to |
peer group. The total return to shareholders afetemmpanies comprising the peer group are weigttearding to their stock market
capitalization. The companies in the current peeupg are: InterActiveCorp, the parent company efftome Shopping Network; Liberty
Media Corporation, the parent company of QVC, a éa@mopping television network; Amazon.com, Inc.parfline retailer; RedEnvelope,
Inc., an upscale on-line retailer; GSI Commerce,, la provider of professional services to theina-tetail industry; Zale Corporation, a
specialty jewelry retailer; and Whitehall Jeweldrg,., a specialty jewelry retailer. In fiscal 2008 replaced E.W. Scripps Co., the parent
company of the Shop At Home home shopping telemisigtwork from its peer group with RedEnvelope, bhee to E.W. Scripps Co.'s
divestiture of the Shop At Home network. The curtiuareturn is calculated assuming an investme$tl®0 on January 31, 2002, and
reinvestment of all dividends. You should not cdesishareholder return over the indicated perideetondicative of future shareholder
returns.

Graph
JANUARY 31, JANUARY 31, JANUARY 31, JANUARY 31, FEBRUARY 4, FEB RUARY 3,
2002 2003 2004 2005 2006 2007

ValueVision Media,

INC. oo $100.00 $70.09 $94.10 $75.72 $65.99 $ 65.94
Nasdaq Stock Market

(U.S)) Index...... 100.00 67.88 105.70 106.89 121.35 130.43
Peer Group......... 100.00 84.91 125.22 115.22 110.04 119.04
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ITEM 6. SELECTED FINANCIAL DATA

The selected financial data for the five years drfgebruary 3, 2007 have been derived from our eddionsolidated financial statements.
selected financial data presented below are gedlifi their entirety by, and should be read in eogjion with, the financial statements and
notes thereto and other financial and statistitfarmation referenced elsewhere herein includirgitifiormation referenced under the caption

"Management's Discussion and Analysis of FinanCaidition and Results of Operations."

YEAR ENDED
FEBRUARY 3, FEBRUARY 4, JANUARY 31, JANUARY 31, JANUAR Y 31,
2007 2006(A) 2005(B) 2004(C) 200 3
(IN THOUSANDS, EXCEPT PER SHARE DATA)
STATEMENT OF OPERATIONS DATA:
Net sales......cccocveviieeeninenne $767,275 $691,851  $623,634  $591,185  $540, 262
Net sales less cost of sales,
exclusive of depreciation and
amortization(f)...........cceeenee. 267,161 238,944 204,096 209,508 192, 924
Operating 10SS.........ccoeeevnnnen. (9,479) (18,646)  (44,271) (7,987) (6, 090)
Loss from continuing operations(d)....  (2,396) (13,457) (42,719) (8,329) (35, 753)
Discontinued operations(e)............ -- (2,296) (14,882) (3,063) 3, 357)
PER SHARE DATA:
Net loss from continuing operations
per common share.................... $ (0.07) $ (0.37) $ (1.17) $(0.23) $ (O .96)
Net loss from continuing operations
per common share -- assuming
dilution........cooeeiiiiiines $ (0.07) $ (0.37) $ (1.17) $ (0.23) $ (O .96)
Weighted average shares outstanding:
i 37,646 37,182 36,815 35,934 37, 173
37,646 37,182 36,815 35,934 37, 173
FEBRUARY 3, FEBRUARY 4, JANUARY 31, JANUARY 31, JANUAR Y 31,
2007 2006 2005 2004 200 3
(IN THOUSANDS)
BALANCE SHEET DATA:
Cash and short-term investments....... $ 71,294 $82,350 $100,581  $127,181  $168, 634
Current assets..........cocceveeene 260,445 246,029 240,524 270,984 314, 063
Property, equipment and other
ASSES..oiiieiiie e 91,535 101,110 109,772 125,607 92, 211
Total assets.......... ... 351,980 347,139 350,296 396,591 406, 274
Current liabilities 105,274 100,820 89,074 84,837 87, 497
Other long-term obligations........... 2,553 130 1,380 2,002 1, 669
Redeemable preferred stock............ 43,607 43,318 43,030 42,745 42, 462
Shareholders' equity.................. 198,847 202,871 216,812 267,007 274, 646
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YEAR ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31, JANUARY 31, JANUAR Y 31,
2007 2006 2005 2004 200 3
(IN THOUSANDS, EXCEPT STATISTICAL DATA)

OTHER DATA:
Sales margin(f) 34.8% 34.5% 32.7% 35.4% 3 5.7%
Working capital $155,171 $145,209  $151,450 $186,147  $226, 566
Current ratio..........cccvvvvveeeenns 2.5 2.4 2.7 3.2 3.6
EBITDA (as defined)(g)........c.c..... $ 16,116 $ 3,302  $(25,401) $ 6,762  $(28, 897)
CASH FLOWS:
Operating........ccceeeeeereeeennnn. $ 3,542 $(10,374) $(18,070) $ 3,368 $ 3, 666
INVeSting......cceevveeeiiieien $ (1,562) $(10,111) $(2,304) $23,003 $19, 185
Financing.........ccccocevvieeenne. $ (3,627) $ 988 $ 1,981 $ (447) $(29, 850)

(a) Results of operations for the year ended Fepria2006 includes a $294,000 gain on the saketefevision station. See Note 4 to the
consolidated financial statements.

(b) Results of operations for the year ended Jgn®hr2005 includes a non-cash charge of $1.9anilielated to the write off of deferred
advertising credits. See Note 16 to the consoldlfitancial statements.

(c) Results of operations for the year ended Jgrgtar2004 include the operations of televisionietaWWDP TV-46 from the effective date
of its acquisition, April 1, 2003. Results of op@vas for the year ended January 31, 2004 alsodech charge of $4.6 million related to costs
associated with our chief executive officer transitand a $4.4 million gain on the sale of teleyisstations.

(d) Loss from continuing operations includes aprettax loss of $1.7 million from the sale and limd of investments and other assets in
fiscal 2003 and a net pre-tax loss of $37.3 milfimm the sale and holdings of investments andraiksets in fiscal 2002.

(e) Discontinued operations relate to the operatmfrour FanBuzz subsidiary, which were shut dawfisical 2005. See Notes 5 and 16 to the
consolidated financial statements.

(f) Management views net sales less cost of sabadysive of depreciation and amortization), oesahargin, as an alternative operating
measure because it is commonly used by managearaiysts and institutional investors in analyzing wet sales profitability. This term is
not considered a measure determined in accordaiticg@nerally accepted accounting principles, orABPAThe comparable GAAP
measurement is gross profit, which is defined dasales less cost of sales (inclusive of depresiaand amortization). Our gross profit from
continuing operations for fiscal 2006, 2005 and230$244.9 million, $218.4 million and $185.2 naifi, respectively. The percentage che
year over year under either measure is relativehsistent

(g) We define Earnings Before Interest, Taxes, BPejagtion and Amortization, or EBITDA, as net lossm continuing operations for the
respective periods excluding depreciation and draiibn expense, interest income (expense) andrindaxes. Management views EBITDA
as an important alternative operating performaneasure because it is commonly used by analystmatitlitional investors in analyzing the
financial performance of companies in the broadaadttelevision home shopping sectors. However;TEBI should not be construed as an
alternative to operating loss or to cash flows frgperating activities (as determined in accordamite GAAP) and should not be construed
as a measure of liquidity. EBITDA, as presentedy mat be comparable to similarly entitled measuep®rted by other companies.
Management has included the term EBITDA, before-cash stock option expense, in its presentatiarder to maintain comparability of
previously issued financial guidance and prior \gemported results. Management also uses EBITBfre non-cash stock option expense,
to evaluate operating performance and as a meapeformance for incentive compensation purposes.
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A reconciliation of EBITDA to its comparable GAAPeasurement, net loss, follows:

YEAR ENDED
FEBRUARY 3, FEBRUARY 4, JANUARY 31, JANUARY 31, JANUAR Y 31,
2007 2006 2005 2004 200 3

(IN THOUSANDS)
EBITDA, before non-cash stock option

EXPENSE....oeeiiiiaaiiiaiieaanenes $17,672 $ 3,302  $(25,401) $ 6,762  $(28, 897)
Less: non-cash stock option expense...  (1,556) -- -- -- --
EBITDA (as defined)..........cc...... 16,116 3,302 (25,401) 6,762 (28, 897)
A reconciliation of EBITDA to net loss

is as follows:

EBITDA, as defined.................... 16,116 3,302 (25,401) 6,762 (28, 897)
Adjustments:

Depreciation and amortization......... (22,239) (20,569)  (18,920) (16,399) (14, 522)
Interest income.........cccooceveeee. 3,802 3,048 1,627 1,488 3, 221
Income taxes......cccccvveeeeeeennn. (75) 762 (25) (180) 4, 445
Discontinued operations of FanBuzz.... -- (2,296) (14,882) (3,063) 3, 357)
Net 10SS....cooiiieiiiciiie e, $(2,396) $(15,753) $(57,601) $(11,392) $(39, 110)

ITEM 7. 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 is qualifiedréference to and should be read in
conjunction with the financial statements and ntheseto included elsewhere herein.

CAUTIONARY STATEMENT FOR PURPOSES OF THE SAFE HARBO R PROVISIONS OF THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995

The following Management's Discussion and AnalgéiBinancial Condition and Results of Operationd ather materials we file with the
Securities and Exchange Commission (as well asrirdtion included in oral statements or other wnittéatements made or to be made by
contain certain forward-looking statements witlie tneaning of the Private Securities LitigationdRef Act of 1995. These statements are
based on management's current expectations art@redingly subject to uncertainty and changesreaumstances. Actual results may vary
materially from the expectations contained hereie t various important factors, including (but hiaiited to): consumer spending and debt
levels; interest rates; seasonal variations in wores purchasing activities; changes in the mixrofipcts sold by us; competitive pressures on
sales; pricing and sales margins; the level ofecabld satellite distribution for our programmingldne associated fees; the success of our e-
commerce initiatives; the success of our strateljiznces and relationships; our ability to manageoperating expenses successfully; risks
associated with acquisitions; changes in governah@ntregulatory requirements; litigation or gowaental proceedings affecting our
operations; the risks identified under "Risk Fagtpsignificant public events that are difficultpoedict, such as widespread weather
catastrophes or other significant television-cawgevents causing an interruption of televisionecage or that directly compete with the
viewership of our programming; and our ability fatain and retain key executives and employeesstove are cautioned that all forward-
looking statements involve risk and uncertainty ewgdare under no obligation (and expressly disdaamy obligation) to update or alter our
forward-looking statements whether as a resultesf mformation, future events or otherwise.

OVERVIEW

ValueVision Media, Inc. is an integrated direct keing company that markets its products to consarmeough various forms of electronic
media and direct-to-consumer mailings. Our opegasinategy
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as a multi-channel retailer incorporates televisiome shopping business, internetogamerce, direct mail marketing and fulfilment\sees
Our live 24-hour per day television home shoppirggpamming is distributed primarily through longrtecable and satellite affiliation
agreements.

PRODUCTS AND CUSTOMERS

Products sold on our television home shopping nétaad internet shopping website include jewelrgtehes, computers and other
electronics, housewares, apparel, cosmetics, fitpexducts, giftware, collectibles, seasonal itamd other merchandise. Jewelry is our
largest single category of merchandise, represg3@%o of television home shopping and internetsaéts in fiscal 2006, 43% in fiscal 2005
and 49% in fiscal 2004. Home products, includirgctbnics product categories, represented appragiyna7% of television home shopping
and internet net sales in fiscal 2006, 36% in fi2€®5 and 31% in fiscal 2004. Watches, apparelraaith and beauty product categories
represented approximately 24% of television honmpping and internet net sales in fiscal 2006, 2da%tsical 2005 and 20% in fiscal 2004.
We believe that having a broad diversity of produagtpeals to a broader segment of potential cussoamel is important to growing our
business. Our product diversification strategyisdntinue to develop new product offerings pritiyar the home, apparel and accessories,
cosmetics, fitness and consumer electronics categtr supplement the existing jewelry and comphbiteinesses. We believe that our
customers are primarily women between the age$ a8 55 with annual household incomes betweerd$8&nd $75,000 and believe our
customers make purchases based primarily on cosvesj unique product offerings, value and qualfitsnerchandise.

COMPANY STRATEGY

Our objective is to be positioned as a growing jraditable leader in multi-channel retailing in tbiaited States, offering consumers an
entertaining, informative and interactive shoppéxgerience. The following strategies are beingyeenigo increase our revenues and
profitability and grow the active customer basedhtor television sales and sales through the rgtiei(i) continue to diversify our mix of
product categories offered on television and theriet, in order to appeal to a broader populatiopotential customers; (ii) maintain and
increase the distribution of our television prognaimg through new and expanded agreements with ealtlesatellite system operators, as
well as pursuing other means of reaching custosgh as through webcasting, internet videos armdriat-based broadcasting networks; (iii)
increase the productivity of each hour of televigwogramming, through a focus on television off#rmnerchandise that maximizes gross
margin dollars per hour and marketing efforts twéase the number of customers within the housslwidently receiving our television
programming; (iv) continue the growth of our interiusiness through the innovative use of techiyodogl marketing efforts, such as
advanced search techniques, personalization, etteiteo, affiliate agreements and internet-baseti@n capabilities; (v) continue to
enhance our television broadcast quality, programgmiebsite features and customer support; (vigsse the average order size through
sales initiatives such as add-on sales, contiquidgrams and warranty sales; and (vii) leveragestieng brand recognition of the NBC brand
name.

CHALLENGE

Our television home shopping business operatesanliigh fixed cost base, which is primarily dudixed contractual fees paid to cable and
satellite operators to carry our programming. ltkeorto attain profitability, we must achieve su#fitt sales volume through the acquisition of
new customers and the increased retention of egististomers to cover our high fixed costs. Oumincand profitability could be adversely
impacted if sales volume does not meet expectataswe will have limited immediate capability emluce our fixed cable and satellite
distribution operating expenses to mitigate aneptial sales shortfall.

OUR COMPETITION

The direct marketing and retail businesses areyniggmpetitive. In our television home shopping &xbmmerce operations, we compete
customers with other types of consumer retail lsses, including traditional "brick and mortar" @ement stores, discount stores,
warehouse stores and specialty stores; other
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television home shopping and e-commerce retailefsmercial companies; catalog and mail order hetaiand other direct sellers.

In the competitive television home shopping seat@ compete with QVC Network, Inc. and HSN, Inatthof whom are substantially larger
than we are in terms of annual revenues and cusspaied whose programming is carried more broaxly.§. households than is our
programming. Both QVC and HSN are owned by largal-eapitalized parent companies in the media lssinwho are also expanding into
related e-commerce and web-based businesses. Tagoam Collectibles Network (ACN), the operatolJefvelry Television, also competes
with us for television home shopping customerhimjewelry category, and ACN has recently acquinedassets of Shop At Home from E.
W. Scripps Company and is operating a second clhafipeogramming in a number of non-jewelry catégsyincluding collectible coins and
knives. In addition, there are a number of smaillehe players and startups in the television honegging arena who compete with us.

The e-commerce sector is also highly competitine, e are in direct competition with numerous oih&rnet retailers, many of whom are
larger, more well-financed and/or have a broadstauer base. Certain of our competitors in thevigien home shopping sector have
acquired internet businesses complementary to éix@ting internet sites, which may pose new coitipetchallenges for us. For example,
the parent company of HSN has acquired the intexgatch business Ask Jeeves (now known as Ask.@mmd)the parent company of QVC
acquired Provide Commerce, an operator of retdilsives.

We anticipate continuing competition for viewerslanstomers, for experienced home shopping pergdonéistribution agreements with
cable and satellite systems, and for vendors appligus -- not only from television home shoppirgnpanies, but also from other companies
that seek to enter the home shopping and inteet@t mdustries, including telecommunications aatlle companies, television networks,
other established retailers. We believe that oacess in the TV home shopping and e-commerce sestdependent on a number of key
factors, including (i) obtaining carriage on adulital cable systems on favorable terms, (ii) indrepthe number of households who purchase
products from us, and (iii) increasing the dollalue of sales per customer to our existing custdiase.

RESULTS FOR FISCAL 2006

Consolidated net sales from continuing operatiarfiscal 2006 were $767,275,000 compared to $69108® in fiscal 2005, an 11%
increase. The increase in consolidated net sales dontinuing operations is directly attributaldehe continued improvement in and
increased sales from our television home shoppiagirsternet operations. Effective for fiscal 200% results of operations of FanBuzz have
been presented as loss from discontinued operatiche accompanying consolidated statements afapipes for all periods presented. Net
sales attributed to our television home shoppirdjiaternet operations increased 11% to $755,302/9€8cal 2006 from $680,592,000 in
fiscal 2005. We reported an operating loss of $8,@00 and a net loss of $2,396,000 in fiscal 200é.reported an operating loss of
$18,646,000 and a net loss of $15,753,000, whicluded a net loss of $2,296,000 from discontinygetations, in fiscal 2005. Operating
expenses in fiscal 2006 included a $29,000 asgeimment charge. Operating expenses in fiscal 2@€lGded an $82,000 charge related to
employee terminations and a $294,000 gain on tleecda television station.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Management's Discussion and Analysis of Finanataddtion and Results of Operations discusses onsal@ated financial statements,
which have been prepared in accordance with act@uptinciples generally accepted in the United&taf America. The preparation of
these financial statements requires managemenake estimates and assumptions that affect thetezhamounts of assets and liabilities
the disclosure of contingent assets and liabildiethe date of the financial statements and therted amounts of revenues and expenses
during the reporting periods. On an on-going baseagement evaluates its estimates and assumptiolhgling those related to the
realizability of long-term investments and
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intangible assets, accounts receivable, inventodypaoduct returns. Management bases its estimatassumptions on historical experience
and on various other factors that are believedetoelsonable under the circumstances, the regwitsich form the basis for making
judgments about the carrying values of assetsiahiliies that are not readily apparent from otkeurces. There can be no assurance

actual results will not differ from these estimatiesler different assumptions or conditions.

Management believes the following critical accongtpolicies affect the more significant assumptiand estimates used in the preparatic
the consolidated financial statements:

- Accounts receivable. We utilize an installmengmpant program called ValuePay that entitles custsrteepurchase merchandise and
generally pay for the merchandise in two to sixatguonthly credit card installments in which we btkee risk for uncollectibility. As of
February 3, 2007 and February 4, 2006, we had appately $105,197,000 and $77,447,000 respectivilg from customers under the
ValuePay installment program. We maintain allowanfoe doubtful accounts for estimated losses reguftom the inability of its customers
to make required payments. Estimates are usedénndiging the allowance for doubtful accounts areltzased on historical collection
experience, current trends, credit policy and agreage of accounts receivable by aging categorgetermining these percentages, we
review our historical write-off experience, currérgnds in the credit quality of the customer basevell as changes in credit policies. While
credit losses have historically been within ourestptions and the provisions established, theme guarantee that we will continue to
experience the same credit loss rate that we matheeipast or that losses will be within currertvgions. Provision for doubtful accounts
receivable (primarily related to our ValuePay peogj for fiscal 2006, 2005 and 2004 were $6,065,8a(542,000 and $4,303,000,
respectively. Based on our fiscal 2006 bad debéeapce, a one-half point increase or decreasarihad debt experience as a percentage of
total television home shopping and internet saleslevhave an impact of approximately $3.8 millianampnsolidated distribution and selling
expense.

- Inventory. We value our inventory, which consistenarily of consumer merchandise held for resptcipally at the lower of average c«
or realizable value, and reduce our balance byllawance for excess and obsolete merchandise. Aglfuary 3, 2007 and February 4, 2
we had inventory balances of $66,622,000 and $&7084, respectively. We regularly review inventgoantities on hand and record a
provision for excess and obsolete inventory basedapily on a percentage of the inventory balanseetermined by its age and specific
product category. In determining these percentagesook at our historical writeff experience, the specific merchandise categaneisand
our historic recovery percentages on liquidatidosecasts of future product television shows amrddirrent market value of gold. If actual
recoveries or future demand or market conditiofferdirom our estimates and assumptions, additionantory writedowns may be require
in future periods. Provision for excess and obsaletentory for fiscal 2006, 2005 and 2004 weré®%2,000, $3,508,000 and $3,811,000,
respectively. Based on our fiscal 2006 inventoritexdown experience, a 10% increase or decreaseéntory write downs would have had
an impact of approximately $298,000 on consolidaieidsales less cost of sales (exclusive of deglieniand amortization).

- Product returns. We record a reserve as a rexfuofigross sales for anticipated product retutreaeh month-end and must make estimates
of potential future product returns related to entrperiod product revenue. Our return rates ortedavision and internet sales have been
approximately 32% to 33% over the past three figeals. We estimate and evaluate the adequacy oétuns reserve by analyzing
historical returns by merchandise category, lookihgurrent economic trends and changes in custdemand and by analyzing the
acceptance of new product lines. Assumptions atich&®s are made and used in connection with éstitd the sales returns reserve in any
accounting period. Material differences may resuthe amount and timing of revenue for any peffadanagement's assumptions and
estimates were significantly different from actpedduct return experiences. Reserves for prodtgtne for fiscal years 2006, 2005 and 2004
were $8,498,000, $7,658,000 and $7,290,000, respBctBased on our fiscal 2006 sales returns,ex@oint increase or decrease in our
television and internet sales returns rate woulcktead an impact of approximately $4.4 million @msolidated net sales less cost of sales
(exclusive of depreciation and amortization).
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- Long-term investments. As of February 3, 2007 Bedruary 4, 2006, we had $4,139,000 and $1,383r@6pectively, of long-term equity
investment securities of which all related to awestment in RLM recorded in connection with ouniggshare of RLM income under the
equity method of accounting. We record an investrirepairment charge when we believe an investmastdxperienced a decline in value
that is deemed to be other than temporary. Futiverae changes in market conditions, or continua pperating results of the underlying
investments, could result in significant non-opiagtosses or an inability to recover the carrywadue of long-term investments that may not
be reflected in an investment's current carryinige/athereby possibly requiring an impairment cleargthe future. While we believe that our
estimates and assumptions regarding the valuationrdnvestments are reasonable, different assomptould have a material affect on our
valuations. On March 28, 2007, we sold our 12.5%ership interest in RLM for approximately $43.8lioih. See Note 17 to the
consolidated financial statements.

- FCC broadcasting license asset and goodwill. fAsebruary 3, 2007 and February 4, 2006, we haserded an intangible FCC
broadcasting license asset totaling $31,943,0@0rasult of our acquisition of Boston televisioatstn WWDP TV-46 in fiscal 2003. In
assessing the recoverability of our FCC broadcgditbense asset, which we determined to have afimite life, we must make assumptions
regarding estimated projected cash flows and d#wtors to determine the fair value of the relatgubrting unit. We performed an
impairment test with respect to our FCC broadcgdiaense in the fourth quarter of fiscal 2006 @etermined that an impairment had not
occurred. With respect to the FCC broadcastingnieeasset, the fair value of the reporting unieexled its carrying value. If these estimates
or related assumptions change in the future, we leagquired to record impairment charges for ndefinite life intangibles in future
periods. While we believe that our estimates asdmptions regarding the valuation of our reporting are reasonable, different
assumptions or future events could materially affer valuations. During the third quarter of fis804, we wrote off goodwill attributable
to the FanBuzz acquisition totaling $9,442,000 ashad determined that the goodwill was significamtipaired following FanBuzz's loss of
its National Hockey League contract in Septemb®42@ee Note 16 to the consolidated financial states. The results of operations for
FanBuzz are classified as discontinued operatiotisel accompanying consolidated financial statesnehoperations.

- Intangible assets. As of February 3, 2007 andzelp 4, 2006, we had amortizable intangible ags¢ding $13,993,000 and $18,115,000,
respectively, recorded primarily as a result ofraats we issued in connection with the trademasdnise agreement with NBC and the
distribution and marketing agreement entered irith WBC. In assessing the recoverability of ouaimgible assets, we must make
assumptions regarding estimated future cash flowlsogher factors to determine the fair value ofrémpective assets and reporting units. If
these estimates or related assumptions change fatilre, we may be required to record impairméiatrges for these assets in future periods.
While we believe that our estimates and assumptiegarding the valuation of these intangible asaetgeasonable, different assumptions or
future events could materially affect our valuasioBuring fiscal 2004, we wrote off approximately®,000 of intangible assets in
connection with the FanBuzz impairment. See Not&lfe consolidated financial statements.

- Stock-based compensation. We account for stoskédaompensation issued to employees in accoraétitStatement of Financial
Accounting Standards No. 123(R) (revised 2004)at8Based Payment" ("SFAS No.

123(R)"), which revised SFAS No. 123, "Accountimg Stock-Based Compensation,” and superseded ARBdDNo. 25, "Accounting for
Stock Issued to Employees” ("APB 25"). This staddaquires compensation costs related to all sbased payment transactions to be
recognized in the financial statements at fair galthe fair value of each option award is estimatethe date of grant using the Black-
Scholes option pricing model that uses assumpfamstock volatility, option terms, risk-free intst rates and dividend yields. Expected
volatilities are based on the historical volatilitiyour stock. Expected term is calculated usirggsimplified method taking into consideration
the option's contractual life and vesting termse Tikkfree interest rate for periods within the contrattife of the option is based on the L
Treasury yield curve in effect at the time
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of grant. Expected dividend yields are not usetthénfair value computations as we have never detlar paid dividends on our common
stock. While we believe that our estimates andrapsions regarding the valuation of our share-baseards are reasonable, different
assumptions could have a material affect on owratains. See Note 6, Shareholders' Equity -- SBaded Compensation, for our disclosure
regarding our share-based equity awards.

- Deferred taxes. We account for income taxes utigeliability method of accounting whereby incotages are recognized during the fiscal
year in which transactions enter into the detertionaof financial statement income (loss). Defertad assets and liabilities are recogni

for the expected future tax consequences of tempditerences between the financial statementtardasis of assets and liabilities.
Deferred tax assets and liabilities are adjustedh® effects of changes in tax laws and ratesierdaite of the enactment of such laws. We
assess the recoverability of our deferred tax assetccordance with the provisions of Statememitiofncial Accounting Standards No. 109,
"Accounting for Income Taxes" ("SFAS No. 109").docordance with that standard, as of February @7 20d February 4, 2006, we
recorded a valuation allowance of approximately,$63,000 and $55,244,000, respectively, for ourdeétrred tax assets and net operating
and capital loss carryforwards. Based on our relgistory of losses, a full valuation allowance weasorded in fiscal 2006, 2005 and 2004
was calculated in accordance with the provisionSEEAS No. 109, which places primary importance vnroost recent operating results
when assessing the need for a valuation allowakitteough management believes that our recent oipgridsses were heavily affected by a
challenging retail economic environment and slowdamvconsumer spending experienced by us and oteechandise retailers, we intend to
maintain a full valuation allowance for our neteleéd tax assets and loss carryforwards until gefft positive evidence exists to support
reversal of allowances.

SHOPNBC PRIVATE LABEL AND CO-BRAND CREDIT CARD PROG RAM

In the third quarter of fiscal 2006, we introdueed] established a new private label and@nd revolving consumer credit card program.
program is made available to all qualified conswer the financing of purchases of products frdm@NBC and for the financing of
purchases of products and services from other tmpSBC retailers. The program is intended to belusecardholders for purchases made
primarily for personal, family or household usegTisuing bank is the sole owner of the accountidsinder the program and absorbs all
losses associated with non-payment by cardhol@®esissuing bank pays fees to us based on the mwhbeedit card accounts activated and
on card usage. Once a customer is approved toseeaeshopNBC private label or co-branded credi eand the card is activated, the
customer is eligible to participate in our creditd rewards program. Under the rewards programmtpare earned on purchases made with
the credit cards at ShopNBC and other retailergatiee co-branded card is accepted. Cardholdersastumulate the requisite number of
points are issued a $50 certificate award towdrelSuture purchase of ShopNBC merchandise. Théicaté award expires after twelve
months if unredeemed.

DISCONTINUED FANBUZZ OPERATIONS

In the second quarter of fiscal 2005, we decidetldee our FanBuzz subsidiary operations and firdlthe shut down in the third quarter of
fiscal 2005. FanBuzz, acquired by us in fiscal 200&2s an e-commerce and fulfillment solutions pdevifor a number of sports, media,
entertainment and retail companies. The decisi@hitt down FanBuzz was made after continued operédsses were experienced follow
the loss of its National Hockey League contrac®@ptember 2004 and after a number of other FanBustbomers notified us in the first
quarter of fiscal 2005 that they elected not teerethe term of their e-commerce services agreemeatBuzz ceased business operations as
of October 29, 2005. The results of operationd=mmBuzz have been classified as discontinued dpesain the accompanying consolidated
statements of operations for all periods preser@ed.Note 5 to the consolidated financial statesaent
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ASSET IMPAIRMENTS AND EMPLOYEE TERMINATION COSTS

During the first quarter of fiscal 2005, we recatdenon-cash impairment loss of $400,000 afterivexgenotice from a number of FanBuzz
customers who either elected not to renew the tefrtiseir e-commerce services agreements or det¢imminate their agreements as
permitted under the agreements. The impairmengehiarincluded in loss from discontinued operationthe accompanying fiscal 2005
consolidated statement of operations. During fi2€dl5, we also recorded an additional $979,000gehand established a related accrual
primarily in connection with the downsizing of tRanBuzz operations. The charge consisted primafiseverance pay and related benefit
costs associated with the elimination of approxetya®5 positions. Of this charge, $897,000 is ideldi in loss from discontinued operations
in the accompanying fiscal 2005 consolidated statdrof operations.

In the third quarter of fiscal 2004, we wrote offaglwill attributable to the FanBuzz acquisitiorvas had determined that the goodwill was
impaired following FanBuzz's loss of its Nationaldikey League contract in September 2004. In additi@ also concluded that the book
value of certain long-lived assets at FanBuzz vgrsfecantly higher than their expected future célslws and that an impairment had
occurred in accordance with SFAS No. 144, "Accaumfor the Impairment or Disposal of Long-Lived Atss" Accordingly, we recorded a
non-cash impairment loss and related charge of3$21000 in the third quarter of fiscal 2004. Tharges included $9,442,000 of goodwill
impairment, $1,700,000 of fixed asset and capipkaditure impairment and $160,000 of intangiblkeatmpairment. The impairment is
included in loss from discontinued operations ia élicompanying fiscal 2004 consolidated statenfepperations. In addition, in the fourth
quarter of fiscal 2004, we recorded an asset impait charge of $1,900,000 related to deferred &dirgy costs in the form of television
advertising credits with NBC after it was deterndribat we could no longer effectively use the dredduring the third and fourth quarters of
fiscal 2004, we also recorded a $3,836,000 chargainings in connection with the decision to atiaté a number of positions within our
company in an effort to streamline the corporatmnization and reduce operating expenses. The ehamnsisted primarily of severance pay
and related benefit costs associated with the eéitron of approximately 30 positions.

ACQUISITIONS AND DISPOSITIONS

In December 2005, we completed the sale of ourdower television station located in Atlanta, Gearfgir a total of $400,000. We recorded
a pre-tax operating gain on the sale of this loweotelevision station of $294,000 in the fourtladar of fiscal 2005. Management believes
that the sale of this station did not have a sigaift impact on our ongoing operations.
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RESULTS OF OPERATIONS

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

YEAR ENDED
FEBRUARY 3, FEBRUARY 4, JANUARY 31,
2007 2006 2005
NET SALES....cooiiiiiiieieeee e 100.0% 100.0% 100.0%
Sales MargiNu. . 34.8% 34.5% 32.7%
OPERATING EXPENSES:
Distribution and selling.........ccooccvvvvveeee. 29.5% 30.7% 32.6%
General and administrative..........ccoeceevveeeee. L 3.6% 3.6% 3.3%
Depreciation and amortization..........cccceeeeeee. L 2.9% 2.9% 3.0%
Asset impairments.......cccccocvveeevicieennnes - - 0.3%
Employee termination coStsS.........cccooeeeeeeeee. L - - 0.6%

Total operating eXpenses........ccoeeeeccvveee 36.0% 37.2% 39.8%
OPERATING LOSS.....coiiiiiiiievieeiieeeieeeeee 1.2)% 2.7% (7.1)%
Otherincome, Net......cccovevevvicveciiiceeee 0.5% 0.4% 0.3%
LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXE&ND

EQUITY IN NET INCOME OF AFFILIATES.......ccccee.. i (0.7)% (2.3)% (6.8)%
INCOME taXES...ovvviiiiiieeiieeeeeeeeeee - 0.1% -

Equity in net income of affiliates................ ... 0.4% 0.2% --
LOSS FROM CONTINUING OPERATIONS......ccccovceeveee e, (0.3)% (2.0)% (6.8)%

KEY PERFORMANCE METRICS*

FOR THE TWELVE MONTHS ENDED

FEBRU ARY 3, % FEBRUARY 4, % JANUARY 31 ,
20 07 CHANGE 2006 CHANGE 2005
PROGRAM DISTRIBUTION
Cable FTE'S......cccceevviiiiiieiieens 39 ,288 4% 37,822 4% 36,351
Satellite FTE'S......cccovvverveennnne. 25 ,923 8% 24,088 13% 21,312
Total FTEs (Average 000'S).................. 65 211 5% 61,910 7% 57,663
Net Sales per FTE (Annualized).............. $1 1.58 5% $ 10.99 3% $ 10.66
CUSTOMER METRICS
Active Customers -- 12 month rolling........ 845 ,564 5% 803,607 7% 754,198
% New Customers -- 12 month rolling......... 53% 56% 57%
% Retained Customers -- 12 month rolling.... 47% 44% 43%
Customer Penetration -- 12 month rolling.... 1.3% 1.3% 1.3%
PRODUCT MIX
Jewelry....ccooieiiiiiiiee 39% 43% 49%
Watches Apparel, Health & Beauty....... 24% 21% 20%
Home and All Other..................... 37% 36% 31%
Shipped Units (000'S)..........cccceeveenn. 4 ,989 1% 4,942 (1)% 5,004
Average Selling Price -- Shipped Units...... $ 211 8% $ 196 9% $ 179

* Includes television home shopping and internétssanly.
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PROGRAM DISTRIBUTION

Our television home shopping program was availabbpproximately 65.2 million average full time egulent, or FTE, households for the
twelve months ended February 3, 2007, approxim&elg million average FTE households for the twehenths ended February 4, 2006
and approximately 57.7 million average FTE housghébr the twelve months ended January 31, 2008rage FTE subscribers grew 5% in
fiscal 2006, resulting in a 3.3 million increaseaiverage FTE's compared to fiscal 2005. Average $titfscribers grew 7% in fiscal 2005,
resulting in a 4.2 million increase in average KBI&mpared to fiscal 2004. The annual increases dréren by continued strong growth in
satellite distribution of our programming and iresed distribution of our programming on digital lealWe anticipate that our cable
programming distribution will increasingly shiftwards a greater mix of digital as opposed to aneddge tiers, both through growth of the
number of digital subscribers and through cabléesyoperators moving programming that is carriedoalog channels over to digital
channels. Because of the broader universe of pmugiag choices available for viewers in digital gms and the higher channel placements
commonly associated with digital tiers, the stofivards digital systems may adversely impact oditglbd compete for television viewers.
Our television home shopping programming is alswusiast live 24 hours a day, 7 days a week thraughnternet shopping website,
www.shopnbc.com, which is not included in total Fidiseholds.

NET SALES PER FTE

Net sales per FTE for fiscal 2006 increased 590069, per FTE compared to fiscal 2005. Net sade$-p E for fiscal 2005 increased 3%,
$0.33, per FTE compared to fiscal 2004. The in@eas fiscal 2006 and fiscal 2005 net sales per WEEe largely the result of strong
television home shopping and internet net salewthirover each previous fiscal year, primarily ie first three quarters of fiscal 2006 and in
the third and fourth quarters of fiscal 2005. Naes per FTE was significantly impacted in fisc@02 as a result of a number of factors
including the loss of a number of experienced islen hosts, the effect of several severe hurrisahat impacted areas of the East Coast
during the year and a soft retail environment.ddiion, home shopping net sales growth was untgraffected during the second half of
fiscal 2004 due to a number of high profile telewiscovered special events that competed with teeership of our programming, including
the 2004 Summer Olympics and the 2004 presidegigation. Consistent with industry practice, wdune internet sales along with
television sales in our calculation of net salesHEE.

CUSTOMERS

During fiscal 2006, we added 41,957 active custemeb% increase over fiscal 2005. During fisc&l®2@ve added 49,409 active customers,
a 7% increase over fiscal 2004. The increase imeactistomers resulted from the increase in hoddatistribution, product diversification
efforts and increases in marketing and promotieffakts aimed at attracting new customers.

CUSTOMER PENETRATION

Customer penetration measures the total numbarstbmers who purchased from us over the past twetwghs divided by our average
FTE's for that same period. This measure was 1@%édch of fiscal 2006, fiscal 2005 and fiscal 2084 include in our customer penetral
calculations all of our customers during the agtile time period, whether they became customeasrasult of our television programming,
through direct-mail campaigns, or through our e-owrce marketing efforts.

MERCHANDISE MIX

During fiscal 2006, jewelry net sales decreasenhfi@% of total television and internet net sale33% as compared to fiscal 2005. Net sales
from home products, including electronic categgriesreased to 37% of total television home shoggind internet net sales from 36% as
compared to fiscal 2005 and net sales from watadmsarel and health and beauty product categaoriesased to 24% of total television hc
shopping and internet net sales from 21% as cordfarfiscal 2005. During fiscal 2005, jewelry nates decreased from 49% of total
television home shopping and internet net sald8% as compared to fiscal 2004. Net sales
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from home products, including electronic categgrilesreased to 36% of total television home shoppind internet net sales from 31% as
compared to fiscal 2004 and net sales from watadmsarel and health and beauty product categariesased to 21% of total television hc
shopping and internet net sales from 20% as cordparfiscal 2004. Our merchandise mix over the pastral years has been moving away
from our historical reliance on jewelry and compsit® a broader mix that also includes apparelchex, health and beauty, fitness, home
other electronic product lines. Going forward, wid fae adjusting our merchandise mix as neede@s#ponse to both customer demand ar
order to maximize gross dollars per hour in ousvision home shopping and internet operations silets from home products, including
electronic product categories, increased as a pege of total television home shopping and intene¢ sales during fiscal 2006 and fiscal
2005 primarily due to increased sales associatdtdawnsumer electronics.

SHIPPED UNITS

The number of units shipped during fiscal 2006éased 1% from fiscal 2005 to 4,989,000 from 4,93@,0 he number of units shipped
during fiscal 2005 decreased 1% from fiscal 2004,8312,000 from 5,004,000. The increase in shippets during fiscal 2006 was due
primarily to the overall increase in net sales disaral 2005. The decrease in shipped units duigagl 2005 was due primarily to a shift in
the product mix in the first half of fiscal 2005h@her priced merchandise in the home and eleicsarategories driven primarily by sales of
consumer electronics.

AVERAGE SELLING PRICE

Our average selling price, or ASP, per unit wasl$idffiscal 2006, an 8% increase over fiscal 200% increase in the ASP in fiscal 2006
was driven by increases in price points associatiedarily with watches, electronics and apparelchandise categories, in addition to the
mix shift towards higher priced electronics and leamerchandise categories. For fiscal 2005, theageeper unit selling price was $196, a
9% increase over fiscal 2004. The increase in aeeselling price in fiscal 2005 was driven by irages in price points associated with gold,
silver, apparel and home merchandise categorieglss a shift in merchandise mix from jewelrysedes of home products, particularly
consumer electronics, which have higher averadegelrices.

SALES

Consolidated net sales from continuing operationtdiisive of shipping and handling revenue, focdils2006 were $767,275,000 compared to
$691,851,000 for fiscal 2005, an 11% increase.ifbrease in consolidated net sales from continopeyations was directly attributable to
continued improvement in net sales from our telemisiome shopping and internet operations. Nessatteibuted to our television home
shopping and internet operations increased 11%%6,802,000 for fiscal 2006 from $680,592,000 fecdl 2005. The growth in television
home shopping and internet net sales during fid@@6 is primarily attributable to increased merdhis@a sales driven by the growth in the
number of homes receiving our television prograngniigher productivity from existing homes dueroreased sales per hour results
achieved in the jewelry, watches, apparel and mipitts merchandise categories and a 26% increa$88¢072,000, in internet net sales over
fiscal 2005. In addition, television and internet sales increased due to increased shipping ardihg revenue resulting from increased
sales during fiscal 2006 compared to fiscal 200B.ikend to continue to develop our merchandisimdj@ogramming strategies and incre
marketing spending with the goal of improving ceietision home shopping and internet sales redlisle we are optimistic that television
home shopping and internet sales results will comrtito improve, there can be no assurance thaades strategy will achieve the intended
results.

Consolidated net sales from continuing operationtdiisive of shipping and handling revenue, focdils2005 were $691,851,000 compared to
$623,634,000 for fiscal 2004, an 11% increase.ifitiease in consolidated net sales from continoperations was directly attributable to
continued improvement in net sales from our telemisiome shopping and internet operations. Nessatteibuted to our television home
shopping and internet operations increased 11%6&6,$92,000 for fiscal 2005 from $614,884,000 fecdl 2004. The growth in the
television home shopping and internet net salpsiisarily attributable to increased
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merchandise sales driven by growth in the numbéioafes receiving our television programming andhéigoroductivity from existing
homes due to increased sales per hour resultsvachie all major merchandise categories. In addljtielevision home shopping and internet
net sales increased due to increased shippingamlihg revenue as a result of fevgbipping promotions in fiscal 2005 as comparedstcal
2004. The average number of FTE subscriber home$w® million for fiscal 2005 and 57.7 million ffiscal 2004, a 7% increase. In
addition to new FTE subscriber homes, televisiom&@hopping and internet net sales increased dihe wontinued addition of new
customers from households already receiving oarvtgbn home shopping programming and a 15% inere&s$19,375,000, in internet net
sales over fiscal 2004.

We record a reserve as a reduction of gross salemficipated product returns at each month-esédapon historical product return
experience. The return rates for our television éstmopping and internet operations have been ajppatedy 32% to 33% over the past three
fiscal years and have remained relatively stable.cdhtinue to manage return rates and are adjusti@agge selling price points and product
mix in an effort to reduce the overall return regkated to our television home shopping and intebnsinesses.

NET SALES LESS COST OF SALES (EXCLUSIVE OF DEPRECIATION AND AMORTIZATION)

Net sales less cost of sales (excluding depreaiatia amortization), or sales margin, from contigubperations for fiscal 2006 and 2005 \
$267,161,000 and $238,944,000, respectively, aease of $28,217,000, or 12%. This increase istjrattributable to increased sales
volume from our television home shopping and intébusinesses. We define sales margin as netleatesost of sales (exclusive of
depreciation and amortization). Sales margin feedi 2006 was 34.8% compared to 34.5% for fisc@b2The sales margin improvement for
fiscal 2006 over fiscal 2005 was primarily duetie achievement of higher merchandise margins emiggbn and internet merchandise in
primarily the jewelry, watches, electronics andamgp product categories and as a result of dealeasentory obsolescence and lower
promotional discounting as a percentage of totakakes. Sales margin may not be comparable te tiosther retailers, since some retailers
include all of the costs related to their produstribution network in cost of sales, including degiation and amortization, while others,
including us, exclude a portion of these costs featkes margin, including them instead as eith@maponent of distribution and selling
expense or as a separate component of operatirgmsap

Net sales less cost of sales (exclusive of deffeniand amortization) from continuing operationsfiscal 2005 and 2004 was $238,944,
and $204,096,000, respectively, an increase ofB884000, or 17%. The increase is directly attribledo increased sales volume from our
television home shopping and internet businessgsn@neases in sales margins on shipping and hranddivenues. Sales margins for fiscal
2005 were 34.5% compared to 32.7% for fiscal 2@xes margin for fiscal 2005 increased 1.8 pergenpmints as compared to gross
margins of fiscal 2004 primarily due to increaseselevision home shopping and internet shippind)leandling margins of approximately
1.4%, as well as the achievement of higher merabandargins during fiscal 2005. These increasdsatethe negative impact of our fiscal
2004 free shipping loyalty club which launched gbRuary 2004, and lower promotional discountingrdufiscal 2005. In addition, sales
margin also improved overall due to the achievemé&higher merchandise margins in substantiallyredjor product categories, which was
offset by a product mix shift that included greatales in lower margin electronic product categodiering fiscal 2005.

Management views net sales less cost of salesu@welof depreciation and amortization), or salesgim, as an alternative operating mea
because it is commonly used by management, anagdtfstitutional investors in analyzing the patfility of our company. This term is
considered a non-GAAP measure. The comparable GAd&surement is gross profit, which is defined asales less cost of sales
(inclusive of depreciation and amortization). Ouwsg profit from continuing operations for fisc@5, 2005 and 2004 is $244.9 million,
$218.4 million and $185.2 million, respectively.elpercentage change year over year under eithesumgeis relatively consistent.
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OPERATING EXPENSES

Total operating expenses from continuing operatisere $276,640,000, $257,590,000 and $248,367 @0dstal 2006, 2005 and 2004,
respectively, representing an increase of $19,@80,6r 7%, from fiscal 2005 to fiscal 2006, andrarease of $9,223,000, or 4%, from fiscal
2004 to fiscal 2005. Fiscal 2005 total operatingemses included a charge of $82,000 recorded inemion with employee terminations and
a $294,000 gain recorded in connection with the ebur remaining low power television station,iethreduced total operating expenses in
fiscal 2005. Fiscal 2004 total operating expensekided a $1,900,000 non-cash charge relatingdaréh quarter write down of television
advertising credits and a charge of $3,836,000rdexbin connection with management's decisionitoiehte a number of positions within
our company.

Distribution and selling expense for fiscal 2006reased $14,081,000, or 7%, to $226,450,000, or &09ét sales compared to
$212,369,000, or 31% of net sales in fiscal 200StrDution and selling expense increased overfi2g®05 primarily due to an increase in
salaries, accrued bonuses and related personnslassociated with hiring and retaining primarilgnchandising, television production and
show management personnel and on-air talent 068380 during fiscal 2006; increased credit cardl et collection fees of $3,430,000 due
to the overall increase in net sales; increasextnivt and direct-mail and marketing expenses @fIEBO00 as we attempt to acquire additional
customers and increase our overall penetratione@sed telemarketing and customer service co$t8,463,000 associated with increased
sales volumes and our commitment to improve outocnier service; a $724,000 contract buyout feeirgjdb our legacy private label credit
card agreement and increased share-based compearsgtiense of $778,000. These increases were bffsetlecrease in net cable and
satellite access fees of $888,000.

Distribution and selling expense for fiscal 2008rgased $9,210,000, or 5%, to $212,369,000, or &l18ét sales compared to $203,159,000,
or 33% of net sales in fiscal 2004. Distributiord &elling expense increased primarily as a resuitoveases in net cable access fees of
$5,423,000 due to a 7% increase in the numbererbge FTE subscribers over the prior year, incrbassts associated with hiring and
retaining merchandising and show management peesand on-air talent of $4,460,000 during fiscad2@nd increased credit card fees of
$1,282,000 due to an overall decline in net saledenusing the ShopNBC credit card, which generzllyies lower fees. These increases
were offset by selling and distribution expensereases associated with decreased satellite remsidf $825,000 and a prior year
merchandising software write-off totaling $868,000.

General and administration expense for fiscal 2666ased $3,058,000, or 12%, to $27,922,000, ooffkt sales from continuing
operations, compared to $24,864,000, or 4% ofalesdrom continuing operations in fiscal 2005. &ahand administrative expense
increased over fiscal 2005 primarily as a resutta@hpensation recorded related to share-based paymie$778,000, increased salaries,
accrued bonuses, and related personnel costs382Z200, information systems service fees of $4B2dhd director stock-based
compensation of $273,000, offset by decreased fegalof $660,000 and proceeds received fromgatitin settlement totaling $300,000.

General and administration expense for fiscal 266&ased $4,312,000, or 21%, to $24,864,000, ooffkt sales from continuing
operations, compared to $20,552,000, or 3% ofalesdrom continuing operations in fiscal 2004. &ahand administrative expense
increased over fiscal 2004 primarily as a resulhofeased information system personnel salaridscansulting fees and software
maintenance fees of $2,069,000, increased accramasbs of $1,941,000 and increased legal feesadf,$d0.

Depreciation and amortization expense was $22,289820,569,000 and $18,920,000 for fiscal 20060528hd 2004, respectively,
representing an increase of $1,670,000, or 8%, fiseal 2005 to fiscal 2006 and an increase of 44,800, or 9%, from fiscal 2004 to fiscal
2005. Depreciation and amortization expense asaptage of net sales was 3% for fiscal 2006, 20@52004. The dollar increases
experienced during fiscal 2006 and fiscal 2005paimarily due to increased depreciation and amatitn as a result of assets places in
service in connection with our various applicatsmftware development and functionality enhancements
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OPERATING LOSS

We reported an operating loss from continuing oipamna of $9,479,000 for fiscal 2006 compared withoperating loss from continuing
operations of $18,646,000 for fiscal 2005, an improent of $9,167,000. Our operating loss for fig@06 improved from fiscal 2005
primarily as a result of our increase in sales fimaag described above under "Net sales less casties (exclusive of depreciation and
depreciation)." Offsetting the increase in salesgimeover fiscal 2005 were increases in distriboi@md selling expenses, particularly (i)
additional personnel costs associated with merdbengy television production, show management amdiotalent, (ii) internet, direct-mail
and marketing expenses, (iii) credit card feeskmaatidebt expense,

(iv) increases in general and administrative expemscorded in connection with salaries, accruedi®es and information system service
fees, and (v) increases in depreciation and anatidgiz expense as a result of assets placed ircearvconnection with our various
application software development and functionaityhancements, the details of which are discussagkaln addition, operating expenses
increased over the prior year due to the recordfmgoncash stock option expense totaling $1,556r860lting from our adoption of SFAS
No. 123(R) in the first quarter of fiscal 20(

We reported an operating loss from continuing ofpamna of $18,646,000 for fiscal 2005 compared wvaithoperating loss from continuing
operations of $44,271,000 for fiscal 2004, an improent of $25,625,000. Operating loss for fiscd&l®20nproved from fiscal 2004 primarily
as a result of our increase in sales margin agidescabove under "Net sales less cost of saledugxe of depreciation and depreciation)."
Offsetting the increase in sales margin over fi2€8l4 were increases in distribution and sellingegses, particularly

(i) net cable access fees, (ii) additional cost®eisited with merchandising, show and on-air tedek credit card fees, (iii) increases in
general and administrative expenses recorded inesion with information system personnel salamessulting fees and software
maintenance fees, and (iv) increases in depreniatiol amortization expense as a result of assstegin service in connection with our
various application software development and fumatlity enhancements. These expense increaseoffeeeby the recording of a $294,000
pre-tax gain following the sale of a low power té&$#on station in the fourth quarter of fiscal 2005

NET LOSS

For fiscal 2006, we reported a net loss availablesimmon shareholders of $2,685,000, or $0.07 agcland diluted share, on 37,646,000
weighted average common shares outstanding. Fal 2905, we reported a net loss available to comshareholders of $16,040,000, or
$0.43 per basic and diluted share, on 37,182,00¢htexl average common shares outstanding. Foil #8€&, we reported a net loss
available to common shareholders of $57,886,008,1d&7 per basic and diluted share, on 36,815,@ghted average common shares
outstanding. Net loss available to common shareuslfbr fiscal 2006 includes the recording of $8,000 of equity in earnings from RLM
$500,000 gain on the sale of an investment, a $080yrite-down of a non-operating real estate dsslet for sale, and interest income
totaling $3,802,000 earned on our cash and short-tevestments. Net loss available to common slwdelns for fiscal 2005 includes a net
loss of $2,296,000 from discontinued operatior&?%0,000 cash dividend received from RLM, a $256 @eite-down of a nommperating re:
estate asset held for sale, the recording of $108830f equity in earnings of RLM, a $762,000 ineotax benefit, and interest income tota
$3,048,000 earned on our cash and short-term imezds. Net loss available to common shareholderfsital 2004 includes a net loss of
$14,882,000 from discontinued operations, a $2%Ddash dividend received from RLM, a $300,000 welitevn of a non-operating real
estate asset held for sale, and interest incorfi¢, 627,000 earned on our cash and short-term imezgs.

For fiscal 2006, 2005 and 2004, net loss reflestmeome tax benefit (provision) of $(75,000), $08D and $(25,000), respectively, which
resulted in a recorded effective tax rate of 3.A%scal 2006, 4.9% in fiscal 2005 and 0% in fis2@04. We have recorded an income tax
provision during fiscal 2006, fiscal 2005 and fiis2804 relating to state income taxes payable otaiceincome for which there is no loss
carryforward benefit available. We recorded an medax benefit of $832,000 in the second quartdisoél 2005 related to the reversal of an
income tax contingency reserve that expired ingilerter and was no longer required. We have notded any other income tax benefit on
the losses recorded during fiscal 2006, fiscal 2@ fiscal 2004
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due to the uncertainty of realizing income tax lignén the future as indicated by our recordingaafincome tax valuation reserve. Based on
our recent history of losses, a full valuation a#mce has been recorded and was calculated indaroa® with the provisions of SFAS No.
109, which places primary importance on our mostme operating results when assessing the needvaluation allowance. Although
management believes that our recent operatingdaseee heavily affected by the attendant fixedsassociated with a significant expansion
of cable homes, a challenging retail economic emwvirent and a slowdown in consumer spending expariehy us and other merchandise
retailers, we intend to maintain a full valuatidlo@ance for our net deferred tax assets and nettadimg loss carryforwards until such point
that we believe it is more likely than not thatlsassets will be realized in the future.

QUARTERLY RESULTS

The following summarized unaudited results of opers for the quarters in fiscal 2006 and 2005 Haeen prepared on the same basis as the
annual financial statements and reflect adjustm@uaitssisting of normal recurring adjustments) thatconsider necessary for a fair
presentation of results of operations for the mkripresented. Our results of operations have varniddnay continue to fluctuate significantly
from quarter to quarter. Results of operationsniy jgeriod should not be considered indicative efrésults to be expected for any future
period.
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FIRST SECO
QUARTER QUAR
(IN THOUSANDS, EX
FISCAL 2006:
Net sales.......cccoeeiieens $178,724 $186,
Net sales less cost of sales
(exclusive of depreciation and
amortization)................. 63,202 65,
Sales margin.............. .. 35.4% 3

Operating expenses.............. 67,120 67,

Operating income (loss)......... (3,918) (2,

Other income, net............... 1,296 1,

Income (loss) from continuing
operations..........c......... (2,091) (

Net income (l0ss)............... $(2,091) $ (

Net income (loss) per share --

assuming dilution $ (.06) $ (
Weighted average shares

outstanding:

BasiC......cccovcvvveiiinns 37,679 37,
Diluted.......ccccovvrurennen. 37,679 37,
FISCAL 2005:

Net sales........ccoeeverenns $153,476 $169,

Net sales less cost of sales
(exclusive of depreciation and

amortization) 51,298 59,
Sales margin..........ccc.o..... 33.4% 3
Operating expenses.............. 61,323 61,
Operating income (loss) (10,025) (2,
Other income, net............... 917
Income (loss) from continuing

operations.................... (9,114) (
Discontinued operations......... (1,582) (
Net income (loss)....... .. $(10,696) $(1,

Net income (loss) per share --
assuming dilution............. $ (29 $ (

Weighted average shares
outstanding:
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ND THIRD FOURTH
TER QUARTER QUARTER  TOTAL

CEPT PERCENTAGES AND PER SHARE AMOUNTS)

982 $184,886 $216,683 $767,275

227 63,575 75,157 267,161
49%  34.4%  347%  34.8%
923 68,322 73275 276,640
696) (4,747) 1,882  (9,479)
015 990 851 4,152

696) (3,126) 3,517  (2,396)
696) $(3,126) $ 3517 $(2,396)

02) $ (09) $ .09 $ (07)

02) $ (09) $ .08 $ (07)

736 37,628 37,484 37,646

736 37,628 42,861 37,646

492 $159,513 $209,370 $691,851

694 54,487 73,465 238,944
52%  34.2%  351%  34.5%
947 62,425 71,895 257,590
253) (7,938) 1,570 (18,646)
487 717 923 3,044

927) (6,845) 3,429 (13,457)
493)  (221) ~  (2,296)
420) $(7,066) $ 3,429 $(15,753)

04) $ (19) $ .09 $ (43)

04) $ (19) $ .08 $ (43)

102 37,120 37,427 37,182

102 37,120 43,077 37,182




FINANCIAL CONDITION, LIQUIDITY AND CAPITAL RESOURCE S

As of February 3, 2007 and February 4, 2006, cadhcash equivalents and short-term investments $i&¢94,000 and $82,350,000,
respectively, an $11,056,000 decrease. For figt@d 2vorking capital increased $9,962,000 to $155100 compared to working capital of
$145,209,000 for fiscal 2005. The current ratio ®d&sat February 3, 2007 compared to 2.4 at Fepria2006.

SOURCES OF LIQUIDITY

Our principal sources of liquidity are our avaikalslsh, cash equivalents and short-term investietrued interest earned from our short-
term investments and our operating cash flow, wiggrimarily generated from credit card receiptsif sales transactions and the collection
of outstanding customer accounts receivables. iffiad of customer collections made pursuant to\daluePay installment program and the
extent to which we extend credit to our customgiigportant to our short-term liquidity and casbarces. A significant increase in our
accounts receivable aging or credit losses couy@tinesly impact our source of cash from operatiorthe short term. While credit losses
have historically been within our estimates fortslasses, there is no guarantee that we will castiio experience the same credit loss rate
that we have had in the past. Historically, we halge been able to generate additional cash sofrarashe proceeds of stock option
exercises and from the sale of equity investmemtisodher properties; however, these sources of @asheither relied upon nor controllable
by us. We have no debt other than fixed capitadazbligations and believe we have the abilitylitam additional financing if necessary. At
February 3, 2007 and February 4, 2006, short-takestments and cash equivalents were invested pigrimamoney market funds, high
quality commercial paper with original maturity datof less than 270 days and investment grade iaiepand auction rate securities with
tender option terms ranging from one month to orer yAlthough management believes our short-texasiment policy is conservative in
nature, certain short-term investments in commepaper can be exposed to the credit risk of thaetiging companies to which they relate
and interest earned on these investments is subjéuderest rate fluctuations. The maturities sarler option terms within our investment
portfolio generally range from 30 to 180 days.

CASH REQUIREMENTS

Our principal use of cash is to fund our busingssrations, which consist primarily of purchasingentory for resale, funding account
receivables growth in support of sales growth amdiing operating expenses, particularly our cottilazommitments for cable and satellite
programming and the funding of capital expendituEegenditures made for property and equipmenistaf 2006 and 2005 and for expected
future capital expenditures include the upgraderapthcement of computer software and front-encchrrdising systems, expansion of
capacity to support our growing business, continogatovements and modifications to our owned headegu buildings and the upgrade and
digitalization of television production and transsion equipment and related computer equipmentizded with the expansion of our home
shopping business and e-commerce initiatives. Hestly, we have also used our cash resourcesdoouws strategic investments and for the
repurchase of stock under stock repurchase progoatrese under no obligation to continue doingfgwatection of liquidity is desired. We
have authorized a $10 million stock repurchase namogand have the discretion to repurchase stockruthé program and make strategic
investments consistent with our business strategy.

We ended fiscal 2006 with cash and cash equivaterdsshort-term investments of $71,294,000, anidmgterm debt obligations. We exp
future growth in working capital as revenues graydnd fiscal 2006 but expect cash generated fromnadipns to partially offset the
expected use. We believe our existing cash balaamg®ur ability to raise additional financing Wik sufficient to fund our obligations and
commitments as they come due on a long-term basdisuafficient to fund potential foreseeable corgingjes. These estimates are subject to
business risk factors, including those identifiedler "Risk Factors." In addition to these risk fast a significant element of uncertainty in
future cash flows arises from potential strategiestments we may make, which are inherently oppastic and difficult to predict. We
believe existing cash balances, our ability togdisancing and the ability to structure transatdin a manner
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reflective of capital availability will be sufficig to fund any investments while maintaining suéfitt liquidity for our normal business
operations.

Total assets at February 3, 2007 were $351,98@00pared to $347,139,000 at February 4, 2006. S8bhters' equity was $198,847,000 at
February 3, 2007 compared to $202,871,000 at FebA 2006, a decrease of $4,024,000. The decieatmreholders' equity from fiscal
2005 to fiscal 2006 resulted primarily from the luests of $2,396,000 recorded during the year, comstock repurchases of $4,699,000 and
accretion on redeemable preferred stock of $289,0088se decreases were offset by increases inteitdees' equity of $1,901,000 related to
the recording of share-based compensation and $0@® primarily from proceeds received relatechoéxercise of stock options. The
decrease in shareholders' equity from fiscal 200i#stal 2005 resulted primarily from the net le$$15,753,000 recorded during the year
and accretion on redeemable preferred stock of $287 These decreases were offset by increasésiiatwolders' equity of $1,906,000
related to the exercise of stock options and vgsifrdeferred compensation of $190,000. As of Fatyrd, 2006, we had long-term debt
obligations totaling $130,000 related to assetshmsed under capital lease arrangements.

For fiscal 2006, net cash provided by operatingaiets totaled $3,542,000 compared to net cask fseoperating activities of $10,374,000
in fiscal 2005 and net cash used for operatinyities of $18,070,000 in fiscal 2004. Net cash jed by operating activities for fiscal 2006
reflects a net loss, as adjusted for depreciatihaanortization, share-based payment compensatiomnon stock issued to employees,
amortization of deferred revenue, gain on salergperty and investments, asset impairments ane wfftcharges, proceeds from RLM
dividends and equity in net income of affiliates.alddition, net cash provided by operating ac#sifior fiscal 2006 reflects decreases in
inventory, prepaid expenses and other assetscesaise in deferred revenue, accounts payable andealliabilities, offset by an increase in
accounts receivable. Inventories decreased priynasila result of our strong fourth quarter saléiwiacand management's focused effort to
reduce overall inventory levels. Prepaid expensesadised primarily as a result of the timing ofpprd cable access fees. The increase in
deferred revenue was primarily the result of reiogiwpfront cash payments in connection with ow peivate label and co-branded credit
card program. The increase in accounts payableerrdied expenses is a result of increases assbuidteaccrued salaries, accrued cable
access and marketing fees, offset primarily by armtedue to customers for returns. Accounts recévialbreased primarily due to the ove
increase in net sales and specifically due to asw@e in sales made utilizing extended payment tandshe timing of customer collections
made under our ValuePay installment program.

Net cash used for operating activities for fisda02 reflects a net loss, as adjusted for depreciand amortization, common stock issue
employees, amortization of deferred compensatiaim gn sale of television stations, gain on salproperty and investments, asset
impairment and write off charges, equity in netoime of affiliates, a noncash tax benefit recordrefisical 2005 and a gain on the termination
of a long-term lease associated with FanBuzz. thitiath, net cash used for operating activitiesfiecal 2005 reflects an increase in
inventories, accounts receivable and prepaid exgzeaisd other assets, offset by an increase in atxpayable and accrued liabilities.
Inventories increased primarily in preparationtfoe fourth quarter anticipated strong holiday seaswd as a direct result of our effort to
diversify our product mix offerings. Accounts regaile increased primarily due to an increase ipivables from sales utilizing extended
payment terms and the timing of customer collectionder the ValuePay installment program. Prepgigmses and other assets increased
primarily as a result of an increase in prepaideabcess fees due to the timing of payments, @edse in deferred satellite rent, offset by a
decrease in prepaid postage. The increase in atscpayable and accrued liabilities is a direct ltesithe increase in inventory levels and the
timing of merchandise receipts. In addition, acdsyrayable and accrued liabilities increased &saltrof the timing of payments made for
accrued cable access and marketing fees, offsetdegrease in accrued salaries and a decreas@imentue to customers for returned
merchandise.

Net cash used for operating activities for fisdaD2 reflects a net loss, as adjusted for deprecdiand amortization, common stock issue
employees, amortization of deferred compensatss dn sale of property and investments and aspetiiment charges recorded in fiscal
2004. In addition, net cash used for operatingvdigts for fiscal 2004 reflects a decrease in ineeBs and an increase in accounts payable
and
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accrued expenses, offset by an increase in accreodivable and prepaid expenses and other. Investdecreased primarily as a result of
our strong fourth quarter sales activity and mansgge's focused effort to reduce overall inventemels. The increase in accounts payable
and accrued expenses is a result of the timingupinents related to long-term cable access feesjetseverance recorded in connection
with the third quarter employee terminations aralttming of merchandise receipts. Accounts recdévattreased due to an increase in sales
made utilizing extended payment terms for the Vhyeinstallment program and increased credit calessirectly resulting from increased
sales. Prepaid expenses and other increased gyimsua result of our temporary acquisition of aspeal residence in conjunction with an
executive's hiring and relocation, increases ipaic maintenance and salary contracts, postagdefeded rent offset by a decrease in
deferred television advertising costs.

We utilize an installment payment program callediié®ay that entitles customers to purchase meris@add generally pay for the
merchandise in two to six equal monthly credit dasfallments. As of February 3, 2007, we had axiprately $105,197,000 due from
customers under the ValuePay installment programpared to $77,447,000 at February 4, 2006. Thease in ValuePay receivables from
fiscal 2005 is primarily the result of increasetesanade utilizing extended payment terms and émeigl increase in overall sales over the
prior year. ValuePay was introduced many yearstagicrease sales and to respond to similar coteepirograms while at the same time
reducing return rates on merchandise with aboveageeselling prices. We record a reserve for uactible accounts in our financial
statements in connection with ValuePay installnsa¢s and intend to continue to sell merchandisgyuke ValuePay program. Receivables
generated from the ValuePay program will be funidefiscal 2007 from our present capital resouraes fature operating cash flows.

Net cash used for investing activities totaled $2,800 in fiscal 2006, compared to net cash useth¥esting activities of $10,111,000

fiscal 2005 and net cash used for investing a@wiof $2,304,000 in fiscal 2004. Expendituresdimperty and equipment were $11,470,000
in fiscal 2006 compared to $9,750,000 in fiscal®260d $14,722,000 in fiscal 2004. Expenditurepfoperty and equipment during fiscal
2006, fiscal 2005 and fiscal 2004 primarily incluzipital expenditures made for the upgrade andceptent of computer software and front-
end ERP, customer care management and merchansygstegns, related computer equipment, digital brasiihg equipment and other offi
equipment, warehouse equipment, production equiparehbuilding improvements. Principal future capéxpenditures are expected to
include the upgrade and replacement of variougenige software systems, continued improvementsamdgifications to our owned
headquarter buildings, the expansion of warehousapgcity, the upgrade and digitalization of ted@n production and transmission
equipment and related computer equipment assoaidtedhe expansion of our home shopping businadseacommerce initiatives. During
fiscal 2006, we invested $21,627,000 in variougtstesm investments, received proceeds of $31,@8b{fbm the sale of short-term
investments and received proceeds of $500,000 tihersale of an internet investment previously emnitoff.

During fiscal 2005, we invested $80,454,000 in masi short-term investments, received proceeds 193,000 from the sale of short-term
investments, received proceeds of $400,000 in adimmewith the sale of a low power television gtateand received proceeds of $500,000
from the sale of property and equipment in coneectiith the shut down of FanBuzz.

During fiscal 2004, we invested $128,397,000 iriougs short-term investments, received proceed4.86$04,000 from the sale of short-
term investments and received proceeds of $4,204irD6onnection with a note receivable from a forwiicer.

Net cash used for financing activities totaled 23,600 in fiscal 2006 and related primarily to payis made of $4,699,000 in conjunct

with the repurchase of 406,000 shares of our comstark and payments of long-term lease obligata$363,000, offset by cash proceeds
received of $1,435,000 from the exercise of stqufions. Net cash provided by financing activitiegated $988,000 in fiscal 2005 and related
primarily to cash proceeds received of $1,869,00Mfthe exercise of stock options, offset by payt:menlong-term capital lease obligations
of $881,000. Net cash provided by financing adgsitotaled $1,981,000 in fiscal 2004 and relat@ugrily to cash proceeds received of
$3,024,000 from the exercise of stock options,etffyy payments of long-term capital lease obligetiof $1,043,000.
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CONTRACTUAL CASH OBLIGATIONS AND COMMITMENTS

The following table summarizes our obligations anchmitments as of February 3, 2007, and the effexste obligations and commitments
are expected to have on our liquidity and cash flofuture periods:

PAYM ENTS DUE BY PERIOD (IN THOUSANDS)
LESS THAN MORE THAN
TOTAL 1VYE AR 1-3YEARS 3-5YEARS 5 YEARS
Cable and satellite
agreements(a).........c........ $344,762 $110, 118  $139,689 $66,672 $28,283
Employment agreements............ 5,034 3, 822 1,212 -- --
Operating leases 2, 387 4,164 4,029 12,318
Capital leases................... 141 - - -
Purchase order obligations....... 48,875 48, 875 -
Total...oooeeiieeiiees $421,710 $165, 343  $145,065 $70,701 $40,601

(a) Future cable and satellite payment commitmargdased on subscriber levels as of February(®, 20d future payment commitment
amounts could increase or decrease as the numbablaf and satellite subscribers increase or deeréinder certain circumstances,
operators may cancel their agreements prior toratpn.

IMPACT OF INFLATION

We believe that inflation has not had a materigdaat on our results of operations for each of ibeaf years in the three-year period ended
February 3, 2007. We cannot assure you that infiatiill not have an adverse impact on our operat@sglts and financial condition in future
periods.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In February 2007, the FASB issued SFAS No. 159 'H&ie Value Option for Financial Assets and Finahtiabilities” ("SFAS No. 159").
This statement permits entities to choose to meamany financial instruments and certain other tatnfair value. The provisions of SFAS
No. 159 are effective for fiscal years beginninggaNovember 15, 2007. We are currently evaludtiregeffect that the adoption of SFAS 1
159 will have on our consolidated results of ogerat and financial condition.

In September 2006, the FASB issued SFAS No. 15ir YFalue Measurements" ("SFAS No. 157"), to esshbh consistent framework for
measuring fair value and expand disclosures orvédire measurements. The provisions of SFAS No.at&&ffective for fiscal years
beginning after November 15, 2007. We are curreatbluating the effect that the adoption of SFAS Ng¥ will have on our consolidated
results of operations and financial condition.

In July 2006, the FASB issued FASB Interpretatian B8 ("FIN 48"), Accounting for Uncertainty in lome Taxes -- An interpretation of
FASB Statement No. 109. FIN 48 prescribes a congmgilie model for recognizing, measuring, preserdimg disclosing in the financial
statements tax positions taken or expected tokemtan a tax return, including a decision whetbdilé or not to file a tax return in a
particular jurisdiction. FIN 48 is effective forsfial years beginning after December 15, 2006 elfetlare changes in net assets as a result
application of FIN 48, these will be accounteddsran adjustment to retained earnings. We arertlyrigssessing the impact of FIN 48 on
our consolidated results of operations and findmpmaition.

SUBSEQUENT EVENT

On March 26, 2007, our wholly-owned subsidiary VZIBnd RLM entered into a rider to the existing agrent for services (as amended)
under which VVIFC provides RLM with fulfillment anckrtain customer support services. The term ohtreement for services, as amen
in October 2006, extends through August 2008. Runisto the terms of the rider, VVIFC and RLM funtlagreed to certain changes

42



to the agreement for services (as amended), imgudV/IFC's agreement to extend the term of theegent through mid-2009 if so
requested by RLM.

On March 28, 2007, we entered into a membershgést purchase agreement with Polo Ralph Laureig Al certain NBC affiliates,
pursuant to which we sold our 12.5% membershig@sten RLM to Polo Ralph Lauren for an aggregateepase price of $43,750,000. The
full text of the purchase agreement is attachemhasxhibit to our Current Report on Form 8-K filgith the SEC on April 3, 2007.

Concurrently with the execution of the purchasesagrent, we also entered into an amendment todiiesie agreement (for the limited,
worldwide use of NBC trademarks, service marks, @iomames and logos), under which NBC agreed tnelxthe term of the license
agreement to May 15, 2011 and to certain limitation NBC's right to terminate the license agreernmetite event of a change in control of
our company involving a financial buyer. On the sattate, we also entered into an amendment to shebdition agreement with NBC
providing for a reduction in the annual affiliatdations and marketing fee paid by us to NBC toaaket rate.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We do not enter into financial instruments for trador speculative purposes and do not currentlizetderivative financial instruments as a
hedge to offset market risk. We have held certgintg investments in the form of common stock pasdhwarrants in public companies and
accounted for these investments in accordancethatiprovisions of SFAS No. 133. We currently do ma¢e investments in the form of
common stock purchase warrants. Our operationsar@ucted primarily in the United States and a$ suie not subject to foreign currency
exchange rate risk. However, some of our produetsaurced internationally and may fluctuate int @ssa result of foreign currency swings.
We have no long-term debt other than fixed capétaée obligations, and accordingly, are not sigaiftly exposed to interest rate risk,
although changes in market interest rates do inthadevel of interest income earned on our sulistiecash and short-term investment
portfolio.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and Board of Directors Valu@vi#/ledia, Inc. and Subsidiaries

We have audited the accompanying consolidated balsineets of ValueVision Media, Inc. and Subsidgfthe "Company") as of February
3, 2007 and February 4, 2006 and the related coiasetl statements of operations, shareholderstyegd cash flows for each of the years
ended February 3, 2007, February 4, 2006 and JaBda2005. Our audits also included Schedule dludtion and Qualifying Accounts for
the years ended February 3, 2007, February 4, 200@anuary 31, 2005, included in Item 15. Thessalaated financial statements and
financial statement schedule are the responsilafithe Company's management. Our responsibility express an opinion on these
consolidated financial statements and the finarstaement schedule based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whetheotieolidated financial statements are

of material misstatement. An audit includes exangnbn a test basis, evidence supporting the ara@ntt disclosures in the consolidated
financial statements. An audit also includes assgdbe accounting principles used and signifiesmiimates made by management, as well ac
evaluating the overall financial statement pred@rmaWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tbasolidated financial position of ValueVision
Media, Inc. and Subsidiaries as of February 3, 20@¥ February 4, 2006, and the results of its djp@smand its cash flows for each of the
years ended February 3, 2007, February 4, 2008amaary 31, 2005 in conformity with accounting piiies generally accepted in t

United States of America. Also, in our opinion, february 3, 2007, February 4, 2006 and Januarg®15 financial statement schedules,
when considered in relation to the basic consaididinancial statements taken as a whole, prea@it in all material respects the
information set forth therein.

As discussed in Note 2 and Note 6 to the consdilfihancial statements, in fiscal 2006 the Compargnged its method of accounting for
stock-based compensation.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the effectiveness
of the Company's internal control over financigdaging as of February 3, 2007, based on critesiat#ished in Internal Control -- Integrated
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission, and ourntegated April 11, 2007,
expressed an unqualified opinion on managemergtsament of the effectiveness of the Company'miteontrol over financial reporting
and an unqualified opinion on the effectivenesthefCompany's internal control over financial rejnoy.

/'s/ DELO TTE & TOUCHE LLP

April 11, 2007
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

FEBRUARY 3,
2007
(IN THOUSANDS, EXCEPT SHARE

AND PER SHARE DATA)

FEBRUARY 4,
2006

ASSETS
CURRENT ASSETS:
Cash and cash equivalents..........ccccceeeeeeee. L $ 41,496 $ 43,143
Short-term investments............ccccceeeveeeeee. L 29,798 39,207
Accounts receivable, net.........cccooevvveeee. L 117,169 87,478
Inventories......ccccccveeeeeeeiniens - 66,622 67,844
Prepaid expenses and other.........cccccoeeeeeee.. L 5,360 8,357

Total current assets..............ccccuvvnens

PROPERTY AND EQUIPMENT, NET......cccooceevvicieee. 40,107 46,958
FCC BROADCASTING LICENSE........ccccoovvviee. 31,943 31,943
NBC TRADEMARK LICENSE AGREEMENT, NET............. ... 12,234 15,461
CABLE DISTRIBUTION AND MARKETING AGREEMENT, NET.... ........ 1,759 2,654
INVESTMENTS AND OTHER ASSETS.......ocovciieeeeee 5,492 4,094
$351,980 $347,139
LIABILITIES AND SHAREHOLD ERS' EQUITY

CURRENT LIABILITIES:
Accounts payable...........cccccoeiiiiiiinnnns
Accrued liabilities.............ccccoeevevenns
Deferred revenue...........cccocvveeveeennnnnnnn.

Total current liabilities.....................

OTHER LONG-TERM OBLIGATIONS......ccooviviiieicees e 2,553 130
DEFERRED REVENUE.........cccoovviiiiiiiieeneee . 1,699 -
COMMITMENTS AND CONTINGENCIES (Notes 8 and 9)
SERIES A REDEEMABLE CONVERTIBLE PREFERRED STOCK, $.01 PAR
VALUE, 5,339,500 SHARES AUTHORIZED; 5,339,500 SHA RES
ISSUED AND OUTSTANDING......cccoevviiiieene 43,607 43,318
SHAREHOLDERS' EQUITY:
Common stock, $.01 par value, 100,000,000 shares
authorized; 37,593,768 and 37,643,676 shares i ssued and
outstanding.....cccccvveeeeveieieeeeeeeeeee 376 376
Warrants to purchase 4,036,858 and 6,380,583 shar es of
COMMON StOCK.....ccviiieeiiiie e 22,972 34,029
Additional paid-in capital.........ccccoceeeeeee. L 287,541 278,266
Deferred compensation........cccceeeeeeeeeees L -- (154)
Accumulated deficit.........cooovvcvviveeeee. (112,042) (109,646)
Total shareholders' equity.......ccccoceeeeee. L 198,847 202,871
$351,980 $347,139
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31,

2007 2006 2005
(IN THOUSANDS, EXCEPT SHARE AND PER SHARE DATA )
NET SALES.....ccoiiiiiiieieeeeeeee .. $ 767,275 $ 691,851 $ 623,634
COST OF SALES (exclusive of depreciation and
amortization shown below)..............c........ 500,114 452,907 419,538
OPERATING (INCOME) EXPENSES:
Distribution and selling......................... 226,450 212,369 203,159
General and administrative 27,922 24,864 20,552
Depreciation and amortization................... 22,239 20,569 18,920
Asset impairments...........ccoceeeeviieeennne 29 - 1,900
Employee termination costs...............c...... - 82 3,836
Gain on sale of television station............... -- (294) --
Total operating eXpenses............ccce..... 276,640 257,590 248,367
OPERATING LOSS......cooveieeiieeeeeee (9,479) (18,646) (44,271 )
OTHER INCOME (EXPENSE):
Other....eiiiiiiiiieie e 350 4 (50 )
Interest iNComMe............cccceeviiieiinnns 3,802 3,048 1,627
Total other income (expense).................. 4,152 3,044 1,577
LOSS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES
AND EQUITY IN NET INCOME OF AFFILIATES........... (5,327) (15,602) (42,694 )
Income tax benefit (provision)................... (75) 762 (25 )
Equity in net income of affiliates............... 3,006 1,383 -
LOSS FROM CONTINUING OPERATIONS..........ccecen. (2,396) (13,457) (42,719 )
DISCONTINUED OPERATIONS:
Loss from discontinued FanBuzz operations, net of
EBX e - (2,296) (14,882 )
NET LOSS....iiiieiiiiiereeceneee e (2,396) (15,753) (57,601 )
ACCRETION OF REDEEMABLE PREFERRED STOCK............ (289) (287) (285 )
NET LOSS AVAILABLE TO COMMON SHAREHOLDERS.......... .. $ (2,685 $ (16,040) $ (57,886 )
NET LOSS PER COMMON SHARE:
Continuing operations................ccce....... .. $ (007 $ (037 $ (117 )
Discontinued operations.................ccc.ee.. -- (0.06) (0.40 )
Net 10SS....oeiiiiiiiieiiie e .. $ (007) $ (043) $ (157 )
NET LOSS PER COMMON SHARE -- ASSUMING DILUTION:
Continuing operations.............c.cccceeeuee. .. $ (007) $ (037 $ (117 )
Discontinued operations..............ccceeeenne - (0.06) (0.40 )
Net I0SS....ccocviiiciieeciiiecie e, .. $ (007) $ (043 $ (157 )
Weighted average number of common shares outstandin g:
BaSiC..eovierieiieiieie e .. 37,646,162 37,181,717 36,815,044
Diluted.......ccoooviiiiiie ... 37,646,162 37,181,717 36,815,044

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

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
FOR THE YEARS ENDED FEBRUARY 3, 2007, FEBRUARY 4, 206 AND JANUARY 31, 2005

COMPREHENSIVE -
INCOME  NUM
(LOSS) s

BALANCE, JANUARY 31, 2004.....
Net loss......ccccvenneeen. $(57,601)

Increase in note receivable
from officer................
Proceeds received on notes
receivable..................
Exercise of stock options and
common stock issuances......
Exercise of stock purchase
warrants....................
Issuance of restricted

Restricted stock forfeited....
Amortization of deferred
compensation................
Accretion on redeemable
preferred stock.............
BALANCE, JANUARY 31, 2005.....
Net loss.......ccueenee. $(15,753)

Exercise of stock options and
common stock issuances......

Exercise of stock purchase
warrants..........coceee.n.

Stock purchase warrants
forfeited...........c......

Restricted stock forfeited....

Amortization of deferred
compensation................

Accretion on redeemable
preferred stock.............

BALANCE, FEBRUARY 4, 2006.....
Net loss......ccccveneeen. $ (2,396)

Repurchase of common stock....
Exercise of stock options and
common stock issuances......
Stock purchase warrants
forfeited...................
Share-based payment
compensation................
Effect of accounting change
(SFAS 123R)......cccvueeee
Accretion on redeemable
preferred stock.............

BALANCE, FEBRUARY 3, 2007.....

NOTE
RECEIVABLE
FROM
FORMER ACCUMU
OFFICER DEFI
(IN THOUSANDS, E
BALANCE, JANUARY 31, 2004..... $(4,158)
Netloss.....ccccceeennnee. (57
Increase in note receivable
from officer................ (53)
Proceeds received on notes
receivable.................. 4,211
Exercise of stock options and
common stock issuances...... --
Exercise of stock purchase
warrants.................... -
Issuance of restricted

36,

37,

37,

37,

$ (36

COMMON STOCK ~ COMMON
--------------- STOCK  ADDITIONAL

BEROF PAR PURCHASE PAID-IN DEFERRE
HARES VALUE WARRANTS CAPITAL COMPENSAT

(IN THOUSANDS, EXCEPT SHARE DATA)
487,821 $365 $47,638 $260,100 $(646)

4 ~ 3,042 -

101,509 1 (955) 955 -

- - 308 (308)
- - (115 115
- - - 486
- —~  (285) -

043,912 370 46,683 264,005 (353)

318,564 3 —~ 1,903 -
281,200 3 (5,378) 5,378 -

—~ - (7.278) 17276 -
- - ) 9

- - ~  (287) -

643,676 376 34,029 278,266 (154)

405,685) (4) - (4,695 -
355,777 4 -~ 1,455 -
~ -~ (11,057) 11,057 -
- - ~ 1901 -

- - ~  (154) 154

- ~  (289) -

593,768 $376 $22,972 $287,541 $ -

TOTAL
LATED SHAREHOLDERS'
CIT  EQUITY
XCEPT SHARE DATA)
,292)  $267,007
,601)  (57,601)

- (53)

4,211

3,046

- 1



StOCK...covciiiiiieeees -- -- -
Restricted stock forfeited.... -- -- -
Amortization of deferred

compensation................ -- -- 486
Accretion on redeemable

preferred stock............. - - (285)
BALANCE, JANUARY 31, 2005..... - (93 ,893) 216,812

Net l0ss.....ccceeevnneee. (15 ,753)  (15,753)
Exercise of stock options and

common stock issuances...... - -- 1,906
Exercise of stock purchase

warrants.................... -- -- 3
Stock purchase warrants

forfeited...........c....... - -- --

Restricted stock forfeited.... -- -- -
Amortization of deferred

compensation................ -- - 190
Accretion on redeemable

preferred stock............. - -- (287)
BALANCE, FEBRUARY 4, 2006..... - (209 ,646) 202,871

Net l0ss.....cccoeevnneee. (2 ,396) (2,396)
Repurchase of common stock.... -- -- (4,699)
Exercise of stock options and

common stock issuances...... - - 1,459
Stock purchase warrants

forfeited................... - -- --
Share-based payment

compensation................ -- - 1,901

Effect of accounting change

(SFAS 123R)....cccennee. - - -
Accretion on redeemable

preferred stock............. - - (289)

BALANCE, FEBRUARY 3, 2007..... $ - 112 ,042)  $198,847

The accompanying notes are an integral part oktheasolidated financial statements.
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OPERATING ACTIVITI

VALUEVISION MEDIA, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

ES:

NEet [0SS.....ovveiiiiiieeireeee e

Adjustments to reconcile net loss to net cash (us
provided by operating activities:
Depreciation and amortization...........
Share-based payment compensation
Common stock issued to employees.

Amortization of defe

Vesting of deferred compensation...

rred revenue......

Gain on sale of television station.......

Noncash lease term
Noncash tax benefit

Loss (gain) on sale of property and investment
Asset impairments and writeoffs........
Equity in net income of affiliates........
RLM dividends........

ination benefit.............

Changes in operating assets and liabilities, n
businesses acquired:
Accounts receivable

Inventories............

Prepaid expenses and other...

Deferred revenue..

Accounts payable and accrued liabilities....

Net cash (used for) provided by operating

activities...........

INVESTING ACTIVITIES:
Property and equipment additions........
Proceeds from sale of investments and property...
Purchase of short-term investments.....
Proceeds from sale of short-term investments.....
Collection of note receivable from former officer
Proceeds from sale of television stations........

Net cash used for investing activities...

FINANCING ACTIVITIES:
Proceeds from exercise of stock options..........
Payments for repurchases of common stock.........

Payment of long-term

obligations..........

Net cash provided by (used for) financing

activities...........

Net decrease in cash and cash equivalents
BEGINNING CASH AND CASH EQUIVALENTS................

ENDING CASH AND CASH EQUIVALENTS..................

FOR THE YEARS ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31,

2007

2006

2005

(IN THOUSANDS)

......... $(2,396) $(15,753) $(57,601)
ed for)

......... 22,239 20,871 20,120
......... 1,901 -- -

......... 24 37 22

......... (119) - -

......... - 190 486
......... - (294) -

ST (500) (250) 34
......... 179 400 13,202
......... (3,006) (1,383) -
......... 250 - -

......... - (924) -

......... - (832) -

et of

......... (29,691) (8,073) (8,239)
......... 1,222 (12,941) 12,717
......... 3,594 (3,416) (3,417)
......... 2,188 -- -

......... 7,657 11,994 4,606
......... 3,542 (10,374) (18,070)
......... (11,470) (9,750) (14,722)
......... 500 500 -
......... (21,627) (80,454)  (128,397)
......... 31,035 79,193 136,604
......... - - 4,211

......... - 400 -

......... (1,562) (10,111) (2,304)
......... 1,435 1,869 3,024
......... (4,699) - -

......... (363) (881) (1,043)
......... (3,627) 988 1,981
......... (1,647)  (19,497) (18,393)
......... 43,143 62,640 81,033
......... $41,496 $43,143 $ 62,640
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED FEBRUARY 3, 2007, FEBRUARY 4, 2006, ANDANUARY 31, 2005

1. THE COMPANY:

ValueVision Media, Inc. and Subsidiaries (the "Camy") is an integrated direct marketing company tharkets, sells and distributes its
products directly to consumers through various ®ohelectronic media and direct-to-consumer mgdifiThe Company's operating strategy
as a multi-channel retailer incorporates televisiome shopping, internet e-commerce, direct maiketang and fulfillment services.

The Company's television home shopping businessarsair spokespersons to market brand name metisleaand private label consumer
products at competitive prices. The Company's2&éour per day television home shopping programsrdistributed primarily through
long-term cable and satellite affiliation agreensesmd the purchase of month-to-month full and paré-lease agreements of cable and
broadcast television time. In addition, the Compdisyributes its programming through one Companyweavfull power television station in
Boston, Massachusetts. The Company also compleriteédevision home shopping business by the aladebroad array of merchandise
through its internet shopping website, www.shopodit.

The Company has an exclusive license agreementNBtB Universal, Inc. ("NBC"), pursuant to which NBftanted the Company worldwi
use of an NBC-branded name and the peacock imagetém-year period. The Company rebranded itsigsten home shopping network and
companion internet shopping website as "ShopNB@"'&nopNBC.com," respectively, in fiscal 2001.

The Company, through its wholly owned subsidiary] ¥ulfillment Center, Inc. ("VVIFC"), provides ftillment, warehousing, customer
service and telemarketing services to Ralph Latedia, LLC ("RLM"), the operator of the Polo.contemmerce business. VVIFC also
provides fulfillment and warehousing services fog fulfillment of certain non-jewelry merchandis#dson the Company's television home
shopping program and internet website.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
PRINCIPLES OF CONSOLIDATION

The accompanying consolidated financial statemiantade the accounts of the Company and its whmiiyed subsidiaries. Intercompany
accounts and transactions have been eliminateohisotidation.

FISCAL YEAR

The Company's most recently completed fiscal yads®n February 3, 2007 and such year is desigtifised| 2006." The year ended
February 4, 2006 is designated fiscal 2005 angelae ended January 31, 2005 is designated fis€&l.Z0n April 29, 2005, the Company
elected to change its fiscal year from a fiscarysaling January 31 to a 52/53 week fiscal yeaclkinds on the Saturday nearest to January
31. This change was effective beginning with thenpany's 2005 fiscal year. The Company made thisgdan order to align its fiscal year
more closely to its retail seasonal merchandislag.prhe change will also enhance the weekly andthip comparability of sales results
relating to the Company's television home-shoppingjness. As a result of this fiscal year chartgeefourth quarter of fiscal 2006 had 13
weeks compared to the fourth quarter of fiscal 2@8&h had 14 weeks, a 1.36% decrease in the nuaflgiys over fiscal 2005. In addition,
fiscal 2005 had three additional days, or a 0.828sdver fiscal 2004. The change in the fiscal yes not significant to the Company's
annual consolidated financial statements.

REVENUE RECOGNITION AND ACCOUNTS RECEIVABLE

Revenue is recognized at the time merchandisdppath or when services are provided. Shipping amtlling fees charged to customers are
recognized as merchandise is shipped and arefiddsas revenue in
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

the accompanying statements of operations in aaocedwith Emerging Issues Task Force ("EITF") I990e00-10, "Accounting for
Shipping and Handling Fees and Cost" ("EITF 00-10he Company classifies shipping and handlingscimsthe accompanying statements
of operations as a component of cost of sales.rRefare estimated and provided for at the timeatsf based on historical experience.
Payments received for unfilled orders are refleeted component of accrued liabilities.

Revenue is recognized for vendor programming agrtiales upon completion of the production of thedee's show and its broadcast ovet
Company's ShopNBC television network in accordamitie the Company's contractual service obligatishen the sales price is fixed or
determinable and collectibility is reasonably asduRevenue is recognized for the Company's fuléitit services when the services are
provided in accordance with the Company's contedathligation, the sales price is fixed or deterahile and collectibility is reasonably
assured. The Company's customary shipping termssfarlfillment services are Freight-On-Board gbiifjg point.

Accounts receivable consist primarily of amounte them customers for merchandise sales and froditaard companies, and are reflected
net of reserves for estimated uncollectible amooh§3,641,000 at February 3, 2007 and $2,478,0G@lkruary 4, 2006. The Company
utilizes an installment payment program called é&lay that entitles customers to purchase mercteadis generally pay for the
merchandise in two to six equal monthly credit dasfallments. As of February 3, 2007 and Febrda3006, the Company had
approximately $105,197,000 and $77,447,000, res@dgt of net receivables due from customers urndeValuePay installment program.
The Company maintains allowances for doubtful ant®ior estimated losses resulting from the ingbdf its customers to make required
payments. Provision for doubtful accounts receigdptimarily related to the Company's ValuePay paog for the years ended February 3,
2007, February 4, 2006 and January 31, 2005 weB65®00, $4,542,000 and $4,303,000, respectively.

COST OF SALES AND OTHER OPERATING EXPENSES

Cost of sales includes primarily the cost of menclise sold, shipping and handling costs, inbouadfit costs, excess and obsolete inventory
charges and customer courtesy credits. Purchasphgegeiving costs, including costs of inspectame, included as a component of
distribution and selling expense and were approtéina11,689,000, $10,460,000 and $9,861,000 fedars ended February 3, 2007,
February 4, 2006 and January 31, 2005, respectiéyribution and selling expense consist prinyapil cable and satellite access fees, credit
card fees, bad debt expense and costs associdtedusthasing and receiving, inspection, markeéing advertising, show production,
website marketing and merchandising, telemarketingtomer service, warehousing and fulfillment. &ahand administrative expense
consists primarily of costs associated with exeeytiegal, accounting and finance, information eyst and human resources departments,
software and system maintenance contracts, inseyameestor and public relations and director fees.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash, monggenhfands and commercial paper with an originaturigy of 90 days or less. The
Company maintains its cash balances at financsitiions in investment accounts that are notrateinsured. The Company has not
experienced losses in such accounts and belieigrat exposed to any significant credit risk tndash and cash equivalents.

SHORT-TERM INVESTMENTS

Short-term investments consist principally of hagrality commercial paper with original maturity datof less than 270 days and investment
grade corporate and auction rate securities wittl@eoption terms ranging from one month to one.y&action rate securities are variable
rate bonds tied to short-term interest rates wighumities on the face of the securities in excéd®0alays. Auction rate securities have interest
rate resets that occur through a modified Dutchianicat predetermined short-term intervals, usuallery 1, 7,
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28 or 35 days. Short-term investments are statedstt which approximates market value due to flmetsnaturities or the variable interests
rates of these instruments. The Company maintrghort-term investments at financial institutiomgnvestment accounts that are not
federally insured. Although management believesdbmpany's short-term investment policy is congérgan nature, certain short-term
investments in commercial paper can be exposdtktoredit risk of the underlying companies to whitdy relate and interest earned on t
investments are subject to interest rate fluctuatidhe Company has not experienced losses inaagtiunts and believes it is not exposed to
any significant credit risk on its short-term intraents. The average maturity of the Company's dkari investment portfolio ranges from
30-180 days.

The Company's short-term investments consist oketable equity and debt securities, which are ifladsas either available-for-sale or
held-to-maturity, depending on management's investimtentions relating to these securities. Alad@aor-sale securities are marked to
market based upon quoted market values of theseites, with the unrealized gains and lossesnyf, et of tax, reported as a component of
accumulated other comprehensive income (loss).ifgbjains and losses on the sale of availablsdtg-securities are computed based upor
initial cost adjusted for any other-than-tempordeglines in fair value. Investments categorizetedd-to-maturity are carried at amortized
cost because the Company has both the intent alitgt tdbhold these investments until they matuPeemiums and discounts are amortized or
accreted into earnings over the life of the relatesilable-for-sale or held-to-maturity securityividends or interest income is recognized
when earned. The Company owns no investments tbatoasidered to be trading securities.

Statement of Financial Accounting Standards No, 188counting for Derivative Instruments and Hedgictivities" ("SFAS No. 133"),
establishes accounting and reporting standardsriegjthat derivative instruments, as defined ia fiandard, be recorded in the balance :
as either an asset or liability measured at itsviaiue. SFAS No. 133 requires changes in the dgvie's fair value to be recognized currently
in earnings unless specific hedge accounting @itme met. The Company no longer has derivativeamaiinvestments.

INVENTORIES

Inventories, which consist primarily of consumerra@andise held for resale, are stated principdlth@lower of average cost or realizable
value and are reflected net of obsolescence woitend of $4,431,000 at February 3, 2007 and $3,900e February 4, 2006.

ADVERTISING COSTS

Promotional advertising expenditures are expensdide period the advertising initially takes plab@ect response advertising costs,
consisting primarily of catalog preparation, prigtiand postage expenditures, are capitalized andtiaad over the period during which the
benefits are expected, generally one to three rsoiitiie Company receives vendor allowances foramebursement of direct advertising
costs. Advertising allowances received by the Camgzae recorded as a reduction of advertising espand were $1,125,000, $992,000 and
$1,254,000 for the years ended February 3, 2003tuBey 4, 2006 and January 31, 2005, respectivelyertising costs, after reflecting
allowances given by vendors, totaled $18,610,008,408,000 and $14,785,000 for the years endedugsb8, 2007, February 4, 2006 and
January 31, 2005, respectively, and consist prignaficontractual marketing fees paid to certaihleaperators for cross channel promoti
The Company includes advertising costs as a cormparialistribution and selling expense in the Comps consolidated statement of
operations. In the fourth quarter of fiscal 200% €ompany wrote down $1,900,000 of NBC advertisirgglits as they were deemed by
management to be impaired. See Note 16 for a istldsion of the Company's fiscal 2004 asset impaits.
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PROPERTY AND EQUIPMENT

Property and equipment are stated at cost. Impremtsrand renewals that extend the life of an @ssetapitalized and depreciated. Repairs
and maintenance are charged to expense as inclitrectost and accumulated depreciation of proertyequipment retired or otherwise
disposed of are removed from the related accoantsany residual values are charged or creditegéoations. Depreciation and amortiza
for financial reporting purposes are provided amdtraight-line method based upon estimated ubeéd.

Property and equipment consisted of the following:

ES TIMATED
USE FUL LIFE FEBRUARY 3, FEBRUARY 4,
(IN YEARS) 2007 2006
Land and improvements.............ccc.cue.... - $ 3,454,000 $ 3,455,000
Buildings and improvements.................... 5-40 18,403,000 18,109,000
Transmission and production equipment......... 5-10 7,881,000 7,979,000
Office and warehouse equipment................ 3-10 10,003,000 9,515,000
Computer hardware, software and telephone
EQUIPMENt.....oiiieiiiiiiieeiiie e 3-7 57,206,000 52,579,000
Leasehold improvements................cc.... 3-5 3,440,000 3,515,000
Less -- Accumulated depreciation and
amortization.........cccoevcveeeeeeiinnenn. (60,280,000) (48,194,000)

$ 40,107,000 $ 46,958,000

NBC TRADEMARK LICENSE AGREEMENT

As discussed further in Note 15, in November 2@08,Company entered into a Trademark License Ageeémith NBC (the "License
Agreement") pursuant to which NBC granted the Camyn exclusive, worldwide license for a term of years to use certain NBC
trademarks, service marks and domain names tonelth@ Company's business and corporate name derthe and conditions set forth in
the License Agreement. In connection with the LimAgreement, the Company issued to NBC warramsitthase 6,000,000 shares of the
Company's common stock at an exercise price of3¥b/per share (see Note 6). In March 2001, the @ompstablished a measurement date
with respect to the License Agreement by amendiegagreement, and fixed the fair value of the taat& license asset at $32,837,000,
which is being amortized over the remaining tenryeem of the License Agreement. The Company ulsedtack-Scholes option pricing
model to compute the fair market value of the NB&nants at March 12, 2001. Significant assumptiortee warrant fair value calculation
included: market price of $11.00; exercise pricbf.375; risk-free interest rate of 5.08%; voigtifactor of 53.54%; and dividend yield of
0%. As of January 31, 2003, all of the warrantsemessted. In the fourth quarter of fiscal 200600,000 of these warrants had expired
unexercised. As of February 3, 2007 and Februa@9@6, accumulated amortization related to thistasgaled $20,603,000 and $17,376,!
respectively.

CABLE DISTRIBUTION AND MARKETING AGREEMENT

As discussed further in Note 13, in March 1999,Gloenpany entered into a ten-year Distribution aradkdting Agreement with NBC, which
provides that NBC shall have the exclusive rightegotiate on behalf of the Company for the distidn of its home shopping television
service. In compensation for these services, thegamy currently pays NBC an annual fee of approteiyab1.8 million and issued NBC a
Distribution Warrant to purchase 1,450,000 shafédseoCompany's common stock at an exercise pfi#8.@9. The value assigned to the
Distribution and Marketing Agreement and relatedramat of $6,931,000 was determined pursuant tmdegendent appraisal using the
Black-Scholes option pricing model and is being
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amortized on a straight-line basis over the terihefagreement. Significant assumptions used imv#reant valuation included: market price
of $9.00; exercise price of $8.29; risk-free ingtmate of 5.01%; volatility factor of 55.36%; adididend yield of 0%. As of February 3, 2007
and February 4, 2006, accumulated amortizatiotee e this asset totaled $5,389,000 and $4,6961@8pectively.

In fiscal 2001, the Company issued to NBC additieverrants to purchase 343,725 shares of the Coyprgpaommon stock at an exercise
price of $23.07 per share. The warrants were asdigrfair value of $1,175,000, were immediatelyreisable, and had a term of five years.
In the fourth quarter of fiscal 2002, the Compassuied to NBC additional warrants to purchase 36s888es of the Company's common
stock at an exercise price of $15.74 per sharewidreants were assigned a fair value of $172,086t ever five years and had a five-year
term from the date of vesting. These warrants uss@ed in connection with the Distribution and Matikg Agreement which provides that
additional warrants are to be granted at curremketgrices upon the achievement of specific gaatociated with the distribution of the
Company's television programming with respect tbtfine equivalent ("FTE") subscriber homes. Thi falue assigned to these distribution
warrants were determined using the Black Scholésmpricing model and are being amortized oventleéghted average term of the new
distribution agreements which range from five teeseyears. As of February 3, 2007 and Februarp@g 2total accumulated amortization
related to these assets totaled $1,130,000 andK¥28espectively.

GOODWILL AND OTHER INTANGIBLE ASSETS

Statement of Financial Accounting Standards No, 1@®odwill and Other Intangible Assets" ("SFAS Nd2"), addresses the financial
accounting and reporting standards for the acduisdf intangible assets outside of a business auatibn and for goodwill and other
intangible assets subsequent to their acquisifibis accounting standard requires that goodwiksd&yearately disclosed from other intangible
assets in the statement of financial position, mmtbnger be amortized but tested for impairmemniuaty or whenever an event has occurred
that would more likely than not reduce the fairueabf the asset below its carrying amount. Goodvwall been recorded by the Company in
fiscal 2002 as a result of the acquisition of FarBunc. ("FanBuzz"). FanBuzz's operations weredafitinued in fiscal 2005. (See Note 5).

During the third quarter of fiscal 2004 the Compamgte off goodwill totaling $9,442,000 attributalib the FanBuzz acquisition as the
Company had determined that the goodwill was ingubfollowing FanBuzz's loss of its National Hockasague ("NHL") contract in
September 2004.

Intangible assets have been recorded in connesitbhrthe Company's acquisition of the ShopNBC lseand with the issuance of
distribution warrants to NBC. Intangible assetsehalso been recorded by

54



VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -- (CONT INUED)

the Company as a result of the acquisition of islem station WWDP TV-46. Intangible assets in #iteompanying consolidated balance
sheets consists of the following:

FEBR UARY 3, 2007 FEBRUARY 4, 2006
WEIGHTED  ---------
AVERAGE GROSS GROSS
LIFE CARRYING ACCUMULATED CARRYING ACCUMULATED
(YEARS) AMOUNT AMORTIZATION AMOUNT  AMORTIZATION
Amortized intangible assets:
NBC trademark license
agreement............... 10  $32,837,0 00 $(20,603,000) $32,837,000 $(17,376,000)
Cable distribution and
marketing agreement..... 9.5 8,278,0 00 (6,519,000) 8,278,000 (5,624,000)
$41,115,0 00 $(27,122,000) $41,115,000 $(23,000,000)
Unamortized intangible
assets:
FCC broadcast license...... $31,943,0 00 $31,943,000

Amortization expense for the NBC intangible asseds $4,122,000 for each of the years ended FebByj&907, February 4, 2006 and
January 31, 2005, respectively. Amortization expdpns FanBuzz intangible assets for the years eRébduary 3, 2007, February 4, 2006
and January 31, 2005 was $-0-, $68,000 and $433880ectively. Estimated amortization expensetfersucceeding five years is as
follows: $4,113,000 in fiscal 2007, $3,943,000istél 2008, $3,383,000 in fiscal 2009, $2,554,00fisical 2010 and $-0- in fiscal 2011.
During the third quarter of fiscal 2004, the Compamote off approximately $160,000 of intangibleeis in connection with a FanBuzz a:
impairment. The results of operations for FanBuzalassified as discontinued operations in the mpamying consolidated financial
statements of operations. See Note 5 for a dismusgithe discontinued operations of FanBuzz.

The FCC broadcasting license, which relates tcCtmapany's acquisition of television station WWDP-4®/, is not subject to amortization
a result of its indefinite useful life. The Compaegts the FCC license asset for impairment amnuaiimore frequently if events or changes
in circumstances indicate that the asset mighipaired. There was no impairment as of Februagpay.

INVESTMENTS AND OTHER ASSETS
Investments and other assets consisted of thenfioitp

FEBRUARY 3, FEBRUARY 4,

2007 2006
Investmentin RLM......ccccccoovvieeeviciis $4,139,000 $1,383,000
Prepaid launch fees, net.......ccooceevvceeeeeee. L 561,000 1,171,000
Deferred satellite rent.......cccoccveveveeeeee. . 672,000 1,164,000
Other, Net..uuvveicve e, 120,000 376,000

$5,492,000 $4,094,000

Prepaid launch fees represent prepaid amountd@agble operators upon entering into cable afiiifmagreements and prepaid satellite
transponder launch fees. These fees are capitaizémortized over the lives of the related atiitin contracts, which range from 7-8 years.

Deferred satellite rent is attributable to the Camys fiscal 2004 long-term satellite servicesakagreement that contains provisions for
scheduled rent decreases over the lease term. dinpaly recognizes
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the related rental expense on a straight-line lzagisrecords the difference between the recogmizadl expense and amounts payable under
the lease as deferred rent.

Other assets consist principally of long-term dépand the long-term portion of prepaid compemsatiosts associated with employment
contracts entered into with certain key employdai® Company in fiscal 2004. Compensation expénbeing recognized for these contr:
over the four-year service period.

EQUITY INVESTMENTS

As discussed in Note 14, in February 2000, the Gompentered into a strategic alliance with PolgoRalauren, NBC, NBCi and CNBC and
created RLM, a joint venture formed for the purpogbringing the Polo Ralph Lauren American lifdstgxperience to consumers via
multiple platforms, including the internet, broasi;aable and print. Through fiscal 2006, the Comypawvned a 12.5% interest in RLM. The
Company, through VVIFC, has entered into an agre¢moeprovide certain fulfillment and customer caegvices to RLM.

The Company accounts for its ownership intere&liM under the equity method of accounting and adjits investment balance for its
share of RLM income and losses each reporting gehiothe fourth quarter of fiscal 2002, the Compawaluated the carrying value of its
RLM investment by evaluating the current and fosted financial condition of the entity, its liquigiprospects and its cash flow forecasts
by comparing its historical operational resultplan. Through fiscal 2002, the RLM joint venturedhacurred significant operating losses
since it commenced operations in November 2000t ompany's expectations regarding RLM's groedinnings capability and ability to
generate future positive cash flows had severetyrdshed. The Company believed that based on RbMtsric performance, future earnings
and cash flow outlook, 2002 services agreement dment and a fiscal 2002 fourth quarter valuatioalysis, an impairment had occurred
with respect to this investment and the declineallue was determined to be other than temporaryetdyethe Company would not be able to
recover the carrying amount of its investment. Aesult, the Company wrote down its RLM investmerzero in the fourth quarter of fiscal
2002. During fiscal 2005, the Company began reogréiquity in net income of RLM for its equity inést in RLM after recovering
previously unrecorded losses. Total equity in nebme of RLM recorded by the Company during fi@06 and 2005 was $3,006,000 and
$1,383,000, respectively. In addition, the Compaaoeived cash dividends totaling $250,000 from RdlMing fiscal 2006. On March 28,
2007, the Company sold its 12.5% ownership intereBLM for approximately $43.8 million. See Not@&.1

ACCRUED LIABILITIES
Accrued liabilities consisted of the following:

FEBRUARY 3, FEBRUARY 4,

2007 2006
Accrued cable access fees.......ccceevevvveeeees L $17,960,000 $15,143,000
Accrued salaries and related............ccccceeee.. L 11,530,000 7,030,000
Reserve for product returns.........coccoceeeeeeeee. L 8,498,000 7,658,000
Other e 9,721,000 10,392,000

$47,709,000 $40,223,000

INCOME TAXES

The Company accounts for income taxes under théditiamethod of accounting in accordance with grevisions of Statement of Financial
Accounting Standards No. 109, "Accounting for Ineoiraxes" ("SFAS No. 109") whereby deferred tax tassed liabilities are recognized
for the expected future tax consequences of termpdifierences between financial statement andtsis of assets and liabilities.
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Deferred tax assets and liabilities are adjustedhf® effects of changes in tax laws and rateherdate of the enactment of such laws. The
Company assesses the recoverability of its deféavedssets in accordance with the provisions &SRo. 109. In accordance with that
standard, as of February 3, 2007 and FebruaryQ5,28e Company recorded a valuation allowancepfaimately $54,663,000 and
$55,244,000, respectively, for its net deferredassets including net operating and capital losyftawards. Based on the Company's recent
history of losses, a full valuation allowance wasarded in fiscal 2006 and fiscal 2005 and wasutatied in accordance with the provisiafs
SFAS No. 109, which places primary importance @a@ompany's most recent operating results wherssiagethe need for a valuation
allowance. Although management believes that thegamy's recent operating losses were heavily &ffieloy the attendant fixed costs
associated with a significant expansion of cablaé® a challenging retail economic environmentastbwdown in consumer spending
experienced by the Company and other merchandisiters, the Company intends to maintain a fullizdilon allowance for its net deferred
tax assets and net operating loss carryforwardsaudficient positive evidence exists to supp@versal of the reserve. See Note 7 for
additional information regarding income taxes.

NET LOSS PER COMMON SHARE

The Company calculates earnings per share ("ER%igdordance with the provisions of Statement n&R¢ial Accounting Standards No.
128, "Earnings per Share" ("SFAS No. 128"). BagiSHs computed by dividing reported earnings bywhighted average number of
common shares outstanding for the reported peritisted EPS reflects the potential dilution thautd occur if securities or other contracts
to issue common stock were exercised or conventedcommon stock of the Company during reportedbper

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

FOR THE YEARS ENDED

FEBRU ARY 3, FEBRUARY 4, JANUARY 31,
20 07 2006 2005

Net loss from continuing operations......... $(2,3 96,000) $(13,457,000) $(42,719,000)
Weighted average number of common shares

outstanding -- BasiC.............c........ 37,6 46,000 37,182,000 36,815,000
Dilutive effect of convertible preferred

SEOCK. +e e e -
Dilutive effect of stock options and

WAITANES....eeeeviieiiiie e eiee e - -

Weighted average number of common shares
outstanding -- Diluted.................... 37,6 46,000 37,182,000 36,815,000

Net loss from continuing operations per
commoN Share.........ccceeeevveevuveennnn. $ (0.07) $ (037)$ (117

Net loss from continuing operations per
common share -- assuming dilution......... $ (0.07) $ (037)$ (117

In accordance with SFAS No. 128, for the years drigbruary 3, 2007, February 4, 2006 and Januarg@®b, approximately 228,000,
611,000 and 1,072,000, respectively, in-the-moragmially dilutive common share stock options aradrants and 5,340,000 shares of
convertible preferred stock have been excluded fftmmcomputation of diluted earnings per shareeqsired under SFAS No. 128, as the
effect of their inclusion would be anti-dilutive.
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COMPREHENSIVE LOSS

The Company reports comprehensive loss in accoedaith Statement of Financial Accounting Standadds 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 inwvestts by and distributions to owners. For the Cargpeomprehensive loss represents its
net loss. Total comprehensive loss was $2,396 808,753,000 and $57,601,000 for the years endedi&gb3, 2007, February 4, 2006 and
January 31, 2005, respectively.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Statement of Financial Accounting Standards No, 1ID&closures about Fair Value of Financial Instents" ("SFAS No. 107"), requires
disclosures of fair value information about finaénstruments for which it is practicable to esttmthat value. In cases where quoted marke
prices are not available, fair values are basegstimates using present value or other valuaticmigues. Those techniques are significantly
affected by the assumptions used, including distcmte and estimates of future cash flows. In tegard, the derived fair value estimates
cannot be substantiated by comparison to indepémaarkets and, in many cases, could not be realizédmediate settlement of the
instrument. SFAS No. 107 excludes certain financstruments and all non-financial instruments friggrdisclosure requirements.
Accordingly, the aggregate fair value of amountsspnted do not represent the underlying valueeo€iimpany.

The Company in estimating its fair values for fin@h instruments used the following methods andieggions:

The carrying amounts reported in the accompanyimgalidated balance sheets approximate the faievar cash and cash equivalents,
short-term investments, accounts receivable, aceqayable and accrued liabilities, due to the tsmaiturities of those instruments.

Fair values for long-term investments are basequmted market prices, where available. For eq@tpsties not actively traded, fair values
are estimated by using quoted market prices of ewatye instruments or, if there are no relevantganables, on pricing models, formulas or
cash flow forecasting models using current asswmpti

USE OF ESTIMATES

The preparation of financial statements in confeymiith generally accepted accounting principlethia United States of America requires
management to make estimates and assumptiondfiztttae reported amounts of assets and lialslitiee disclosure of contingent assets
liabilities as of the date of the financial staterseand the reported amounts of revenues and expeéusing reporting periods. These
estimates relate primarily to the carrying amowftaccounts receivable and inventories, the réailinaof certain long-term assets and the
recorded balances of certain accrued liabilities r@serves. Ultimate results could differ from thestimates.

STOCK-BASED COMPENSATION

Effective February 5, 2006, the Company adopteteBtant of Financial Accounting Standards No. 12@Ri¢ed 2004), "Share-Based
Payment" ("SFAS No. 123R"), which revised SFAS Ma3, "Accounting for Stock-Based Compensation," sungersedes APB Opinion No.
25, "Accounting for Stock Issued to Employees" (BABP5"). This standard requires compensation cetésad to share-based payment
transactions to be recognized in the financiaksta&ints beginning in fiscal 2006. The Company adbifite standard using the modified
prospective transition method, which requires thgliaation of the accounting standard to all sha@sed awards issued on or after the date of
adoption and any outstanding share-based awart#/éne issued but not vested as of the date oftaopAccordingly, the Company did
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not restate the financial statements for periods po the first quarter of fiscal 2006 as a residithe adoption but does present the disclosure-
only effects of stock-based compensation. See Blote

In accordance with SFAS 123R, the estimated grat# fhir value of each stock-based award is reeeghin income over the requisite
service period (generally the vesting period). €sttmated fair value of each option is calculatsidg the Black-Scholes option-pricing
model. Non-vested share awards are recorded asetmafion cost over the requisite service periodsdvan the market value on the date of
grant.

Prior to February 5, 2006 the Company applied geegnition and measurement principles of APB 28utiostock options and other stock-
based compensation plans as permitted pursuaiA& 323. In accordance with APB 25, cost for stbeked compensation was recognized
in income based on the excess, if any, of the guwtarket price of the stock at the grant date efavard or other measurement date over the
amount an employee must pay to acquire the stdui.ekercise price for stock options granted to eyg®s equaled the fair market value of
the Company's common stock at the date of grasteby resulting in no recognition of compensatinpesise by the Company. Non-vested
share awards are recorded as compensation costheverquisite service periods based on the maekae on the date of grant. Unearned
compensation cost on non-vested share awards was1sds a reduction to shareholders' equity.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In February 2007, the FASB issued SFAS No. 159 'Haie Value Option for Financial Assets and Finahtiabilities" ("SFAS No. 159").
This statement permits entities to choose to meamany financial instruments and certain other tatnfair value. The provisions of SFAS
No. 159 are effective for fiscal years beginninggaNovember 15, 2007. The Company is currentlyuatang the effect that the adoption
SFAS No. 159 will have on its consolidated resaftsperations and financial condition.

In September 2006, the FASB issued SFAS No. 15ir Value Measurements” ("SFAS No. 157"), to esshbh consistent framewaork for
measuring fair value and expand disclosures orvédire measurements. The provisions of SFAS No.at&&ffective for fiscal years
beginning after November 15, 2007. The Companyiseatly evaluating the effect that the adoptiors6AS No. 157 will have on its
consolidated results of operations and financiaamn.

In July 2006, the FASB issued FASB Interpretatiam K8 ("FIN 48"), "Accounting for Uncertainty indome Taxes -- an interpretation of
FASB Statement No. 109." FIN 48 prescribes a cotmusive model for recognizing, measuring, presgrdaimd disclosing in the financial
statements tax positions taken or expected tokemtan a tax return, including a decision whetbdilé or not to file a tax return in a
particular jurisdiction. FIN 48 is effective forsfial years beginning after December 15, 2006 elfetlare changes in net assets as a result
application of FIN 48, these will be accounteddsran adjustment to retained earnings. The Comiganyrently assessing the impact of FIN
48 on its consolidated results of operations anairftial position.

3. SHOPNBC PRIVATE LABEL AND CO-BRAND CREDIT CARDROGRAM:

In the third quarter of fiscal 2006, the Comparnydduced and established a new private label adgtand revolving consumer credit card
program (the "Program"). The Program is made abkelto all qualified consumers for the financingpofchases of products from ShopNBC
and for the financing of purchases of productssergices from other non-ShopNBC retailers. The Rnogs intended to be used by
cardholders for purchases made primarily for peakdamily or household use. The issuing bank ésgble owner of the account issued ur
the Program and absorbs losses associated witpayanent by cardholders. The issuing bank paystéettee Company based on the number
of credit card accounts activated and on card usagee a customer is approved to receive a Shoppie@te label or co-branded
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credit card and the card is activated, the custasngligible to participate in the Company's crexditd rewards program. Under the rewards
program, points are earned on purchases madeheittrédit cards at ShopNBC and other retailers evtier co-branded card is accepted.
Cardholders who accumulate the requisite numbpowits are issued a $50 certificate award towdreguture purchase of ShopNBC
merchandise. The certificate award expires afteitevmonths if unredeemed. The Company accounthéorewards program in accordance
with Emerging Issues Task Force ("EITF") issue 8@-22, Accounting for "Points" and Certain Othem&Based or Volume-Based Sales
Incentive Offers, and Offers for Free Products enviges to Be Delivered in the Future. The valupahts earned is included in accrued
liabilities and recorded as a reduction in reveasi@oints are earned, based on the retail valpeiofs that are projected to be redeemed. The
Company accounts for the Private Label and Co-Bfamdlit Card Agreement in accordance with EITF 821, Revenue Arrangements
with Multiple Deliverables. In conjunction with tleégning of the ShopNBC Private Label and Co-Br@nedit Card Agreement, the
Company received from the issuing bank a non-redblalsigning bonus as an incentive for the Compamnter into the agreement. The
bonus has been recorded as deferred revenue attbenpanying financial statements and is beinggmized as revenue over the term of the
agreement.

4. ACQUISITIONS AND DISPOSITIONS:

In December 2005, the Company completed the sats lwfw power television station located in AtlanGeorgia for a total of $400,000. The
Company recorded a pre-tax operating gain on tleeagdhe low power television station of $294,00@he fourth quarter of fiscal 2005.
Management believes that the sale of this statidmot have a significant impact on the ongoingratiens of the Company.

5. DISCONTINUED FANBUZZ OPERATIONS:

In the second quarter of fiscal 2005, the Compaetjdikd to close its FanBuzz subsidiary operatiokfimalized the shut down in the third
quarter of fiscal 2005. FanBuzz was an e-commarndefafillment solutions provider for a number ¢fasts, media, entertainment and retail
companies. The decision to shut down FanBuzz wakerafier continued operating losses were experitfudlowing the loss of its NHL
contract in September 2004 and after a numberhardtanBuzz customers notified the Company initisequarter of fiscal 2005 that they
elected not to renew the term of their e-commeeceices agreements. FanBuzz ceased business opsrasi of October 29, 2005 and was a
reportable segment under SFAS No. 131. The resfitiperations for FanBuzz have been classifiedsodtinued operations in the
accompanying consolidated statements of operataradl periods presented. Net sales from discamtthoperations were $5,384,000 and
$25,782,000 for the fiscal years ended Februa®p@6 and January 31, 2005, respectively. Losses @liscontinued operations were
$2,296,000 and $14,882,000 for the fiscal yearg@iketbruary 4, 2006 and January 31, 2005, respéctiBain recognized on disposal of
FanBuzz in fiscal 2005 was $895,000. The Compamrisolidated balance sheet as of February 4, 2@0édes $357,000 in current assets,
$276,000 in current liabilities and $-0- in longreassets and long-term liabilities related to RarB

6. SHAREHOLDERS' EQUITY AND REDEEMABLE PREFERRED STK:
COMMON STOCK

The Company currently has authorized 100,000,08@eshof undesignated capital stock, of which agprately 37,594,000 shares were
issued and outstanding as common stock as of Fgt3u2007. The board of directors may establish dasses and series of capital stocl
resolution without shareholder approval.
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DIVIDENDS

The Company has never declared or paid any divelesitth respect to its capital stock. Under the teofithe shareholder agreement between
the Company and GE Capital Equity Investments, (&E Equity"), the Company is prohibited from pagidividends in excess of 5% of the
Company's market capitalization in any fiscal gerart

REDEEMABLE PREFERRED STOCK

As discussed further in Note 13, in fiscal 199%spiant to an Investment Agreement between the Coyngiad GE Equity, the Company sold
to GE Equity 5,339,500 shares of its Series A Rexddxe Convertible Preferred Stock, $0.01 par viduaggregate proceeds of $44,265,000
less issuance costs of $2,850,000. The preferoedt & convertible into an equal number of shafde@® Company's common stock and has a
mandatory redemption after ten years from datesafance at $8.29 per share. The excess of the peidanaalue over the carrying value is
being accreted by periodic charges to equity dvertén-year redemption period.

WARRANTS

As discussed further in Notes 2 and 15, in Noven2B@0, the Company issued to NBC warrants to pweles000,000 shares of the
Company's common stock at an exercise price of35/per share. The warrants were issued in cormmeaith the Company's execution ¢
Trademark License Agreement pursuant to which NBitgd the Company an exclusive, worldwide licensase certain NBC trademarks,
service marks and domain names to rebrand the Quoyisplausiness and corporate name for a term ofears. In the fourth quarter of fiscal
2006, 2,000,000 of these warrants had expired unisesl.

As discussed further in Note 13, in fiscal 199@, @ompany issued to NBC warrants to purchase 1)88Ghares of the Company's common
stock at an exercise price of $8.29 per sharevildreants were issued in connection with the Comisaexecution of a Distribution and
Marketing Agreement with NBC. In conjunction witinet Company's November 2000 execution of the Tradelieense Agreement with
NBC, the Company agreed to accelerate the vesfitigeee warrants. As of February 4, 2006, therenarlonger warrants outstanding rela
to the fiscal 1999 Distribution and Marketing Agmeent. In fiscal 2001, the Company issued to NBCraréts to purchase 343,725 shares of
the Company's common stock at an exercise pri§2®07 per share. These warrants expired unexdrdigéng fiscal 2006. In fiscal 2002,
the Company issued to NBC warrants to purchases86Bares of the Company's common stock at anisgeptice of $15.74 per share. The
warrants vest over five years, and have a ternvefyfears from the date of vesting. The additiomatrants, which are currently outstanding,
were issued in connection with the Company's histion and Marketing Agreement with NBC, which pdes that warrants will be granted
at current market prices upon the achievementegifip goals in connection with distribution of t®mpany's television programming with
respect to FTE subscriber homes.

STOCK-BASED COMPENSATION

Stock-based compensation expense charged to comgfioperations for fiscal 2006 related to stockapawards was $1,556,000. The
adoption of SFAS No. 123R in fiscal 2006 resultethie recognition of incremental pre-tax stdidsed compensation expense and an inc
in the year to date net loss of $1,556,000 an@4 $egative impact on basic and fully diluted Ipes share. The Company has not recorded
any income tax benefit from the exercise of staghoms due to the uncertainty of realizing income benefits in the future. Additionally, the
Company reclassified unearned compensation onatestrstock awards of $154,000 to additional paidapital. The cumulative effect
adjustment for forfeitures related to non-vestetlsthased awards was not material.
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As of February 3, 2007, the Company had two aamaibus stock plans for which stock awards canuseeatly granted: the 2004 Omnibus
Stock Plan (as amended and restated in fiscal 200igh provides for the issuance of up to 4,000 8l6éres of the Company's common st
and the 2001 Omnibus Stock Plan which provideshHerissuance of up to 3,000,000 shares of the Coytgpatock. These plans are
administered by the Company's Human Resources amgpénsation Committee ("Compensation Committeed)@ovide for awards for
employees, directors and consultants. All employeekdirectors of the Company or its affiliates @ligible to receive awards under the
plans. The types of awards that may be grantedruhdse plans include restricted (unvested shares)unrestricted stock, incentive and
nonstatutory stock options, stock appreciationtegherformance units, and other stock-based awhrcsntive stock options may be granted
to employees at such exercise prices as the ComgemEommittee may determine but not less tha¥d 60the fair market value of the
underlying stock as of the date of grant. No inisenstock option may be granted more than ten yafes the effective date of the respective
plan's inception or be exercisable more than tamsyafter the date of grant. Options granted tsidetdirectors are nonstatutory stock opti
with an exercise price equal to 100% of the fairkafvalue of the underlying stock as of the ddtgrant. Options granted under these plans
are exercisable and generally vest over three yaatgenerally have contractual terms of either figars from the date of vesting or ten'y
from the date of grant. Prior to the adoption & #0904 and 2001 plans, the Company had other ineestbck option plans in place in which
stock options were granted to employees underaimésting terms. The Company no longer makes antlyer grants from these other plans.
The Company has also granted non-qualified stotibagto current and former directors and certaimpleyees with similar vesting terms.

The fair value of each option award is estimatedhendate of grant using the Black-Scholes optidcing model that uses assumptions noted
in the following table. Expected volatilities araded on the historical volatility of the Comparstsck. Expected term is calculated using the
simplified method taking into consideration theiop's contractual life and vesting terms. The figle interest rate for periods within the
contractual life of the option is based on the Ui®asury yield curve in effect at the time of dr&xpected dividend yields were not used in
the fair value computations as the Company hasrraa@ared or paid dividends on its common stock @nrently intends to retain earnings
for use in operations.

FISCAL FISCAL FISCAL
2006 2005 2004

Expected volatility............ccoceeeriiienenne ... 33%-35% 36% 36%
Expected term (in years).........cccceeeevuneenn. ... byears 6years 6years
Risk-free interest rate.................ccocoeee. o A7%-5.12% 4.7%  3.8%
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A summary of the status of the Company's stocloopictivity as of February 3, 2007 and changesdutie year then ended is as follows:

2004 2 001 1990 1994
INCENTIVE WEIGHTED INC ENTIVE WEIGHTED INCENTIVE WEIGHTED OTHER NO N- WEIGHTED EXECUTIVE
STOCK AVERAGE S TOCK AVERAGE STOCK AVERAGE QUALIFIE D AVERAGE STOCK
OPTION EXERCISE OP TION EXERCISE OPTION EXERCISE STOCK EXERCISE OPTION
PLAN PRICE P LAN PRICE PLAN PRICE  OPTIONS PRICE PLAN
Balance outstanding,
February 4, 2006...... 1,776,000 $12.03 2,1 24,000 $14.78 900,000 $18.16 2,551,00 0 $16.50 648,000
Granted............... 120,000 1210 1 40,000 12.70 - - - - - -
Exercised (41,000) 11.66 ( 59,000) 12.42  (46,000) 10.78 (57,00 0) 10.76 (292,000)
Forfeited or
canceled............ (121,000) 12.38 (5 81,000) 15.48 (392,000) 19.17 (656,00 0) 18.71 -
Balance outstanding,
February 3 2007....... 1,734,000 $12.08 1,6 24,000 $14.44 462,000 $18.03 1,838,00 0 $15.89 356,000

Options exercisable at:
February 3, 2007...... 1,394,000 $12.22 1,4 67,000 $14.64 462,000 $18.03 1,804,00 0 $15.98 356,000

. 1,322,000 $12.39 2,0 97,000 $14.82 900,000 $18.16 2,501,00 0 $16.61 648,000

February 4, 2006.

January 31, 2005.

769,000 $12.88 1,3 00,000 $15.47 1,056,000 $17.52 1,422,00 0 $17.07 748,000

WEIGHTED
AVERAGE
EXERCISE
PRICE
Balance outstanding,
February 4, 2006...... $16.68
Granted.............. -
Exercised............. 3.38
Forfeited or
canceled............ -
Balance outstanding,
February 3 2007....... $27.57

Options exercisable at:
February 3, 2007...... $27.57

The following table summarizes information regagdétock options at February 3, 2007:

WEIGHTED WEIGHTED
WEIGHTED AVERAGE WEIGHTED AVERAGE
AVERAGE R EMAINING AGGREGATE VESTED OR AVERAGE REMAINING AGGREGATE
OPTIONS EXERCISE CO NTRACTUAL INTRINSIC EXPECTED TO EXERCISE CONTRACTUAL INTRINSIC
OPTION TYPE OUTSTANDING PRICE LI FE (YEARS) VALUE VEST PRICE LIFE (YEARS) VALUE
1,734,000 $12.08 7.9 $1,078,000 1,700,000 $12.09 7.9 $1,042,000
$14.44 55 $ 85,000 1,608,000 $14.46 5.2 $ 84,000
$18.03 0.7 $ 26,000 462,000 $18.03 0.7 $ 26,000
$15.89 5.2 $ 49,000 1,838,000 $15.89 5.2 $ 49,000
$27.57 0.3 $ - 356,000 $27.57 0.3 $ -

The weighted average grant date fair value of agtgranted in fiscal 2006, 2005 and 2004 was $%684 and $6.52, respectively. The t
intrinsic value of options exercised during fis2@D6, 2005 and 2004 was $2,984,000, $1,252,0062;291,000, respectively. As of
February 3, 2007, total unrecognized compensatshrelated to stock options was $2,186,000 aedpected to be recognized over a
weighted average period of approximately 1.0 year.

Prior to fiscal 2006, the Company accounted fostitek option plans under the recognition and measent principles of APB No. 25, and
the disclosure-only provisions of SFAS 123. No ewypk stock option compensation cost was reflectéhd net loss, as all options granted
under those plans had an exercise price equaktmérket value of the underlying common stock endhte of grant. The following tak
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illustrates the effect on net loss and net lossshare if the Company had applied the fair valeegaition provisions of SFAS No. 123 to
stock-based employee compensation:

FOR THE YEARS ENDED

FEBRUARY 4, JANUARY 31,

2006 2005
Net loss available to common shareholders:
X3 =Y o To T (=Y O $(16,040,000) $(57,886,000)
Deduct: Total stock-based employee compensation exp ense
determined under fair value based method for all
awards, net of related tax effects.............. . (17,591,000) (15,395,000)
Proforma.....cccovvviiiiiiiiiciiceieeee $(33,631,000) $(73,281,000)
Net loss per share:
Basic:
AS reported.....ccocveeiieiiieieeeeee $ (043)$ (1.57)
Proforma.....ccccoovvieiiiiiienieeee (0.90) (1.99)
Diluted:
AS reported.....ccccvveevvieiiieeieeeees $ (043)$ (1.57)
Proforma.....ccccoovieiiiiiiienieeeee (0.90) (1.99)

In December 2005, the Company's board of dire@ppsoved the acceleration and vesting of approxindt, 200,000 outstanding unvested
stock options with an exercise price greater tHeEh#8 per share as of December 19, 2005 underdh®@ny's stock-based incentive
compensation plans. The options affected are hekkbcutive officers, directors and employees ef@ompany and have a range of exercise
prices between $11.80 and $19.26 per share anigatee average exercise price of $15.06 per sideboard accelerated the vesting
period to eliminate the Company's future recognitt compensation expense associated with thesefdhe money stock options required
under SFAS No. 123R, which was effective for thenpany beginning in the first quarter of fiscal 2086 a condition of the acceleration,

the Company also imposed a holding period on shardsrlying the accelerated options held by ceéits executive officers requiring

these officers to refrain from selling any shareguéred upon the exercise of the accelerated optiotil the date on which the related options
would have vested under the options' original westerms.

STOCK OPTION TAX BENEFIT

The exercise of certain stock options granted utiteCompany's stock option plans gives rise topmration, which is includible in the
taxable income of the applicable employees and ctdde by the Company for federal and state incéamepurposes. Such compensation
results from increases in the fair market valuthefCompany's common stock subsequent to the fgramt of the applicable exercised st
options and is not recognized as an expense fanéial accounting purposes, as the options weginatly granted at the fair market value of
the Company's common stock on the date of gramt.rélated tax benefits will be recorded as additigaid-in capital if and when realized,
and totaled $1,106,000, $484,000 and $1,063,0€6dal 2006, 2005 and 2004, respectively. The Cameas not recorded the tax benefit
through paid in capital in these fiscal years hasrelated tax deductions were not taken due tto#ses incurred. These benefits will be
recorded in the applicable future periods.

RESTRICTED STOCK

On June 21, 2006, the Company granted a total 8080shares of restricted stock from the Compa208 Omnibus Stock Plan to its five
non-management directors elected by the holdettseo€ompany's
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common stock (in contrast to the three directogsted by the holders of the Company's preferreckytms part of the Company's annual
director compensation program. The restricted st@sits on the first anniversary of the date of gréhe aggregate market value of the
restricted stock at the date of award was $46820@0is being amortized as director compensatioemrsg over the twelve-month vesting
period. In the second quarter of fiscal 2004, tbenBGany awarded 25,000 shares of restricted stoc&rtain employees. This restricted stock
grant vests over different periods ranging frontd 33 months. The aggregate market value of theatesl stock at the award dates was
$308,000 and is being amortized as compensatioansepover the respective vesting periods. Compensatpense recorded in fiscal 2006,
2005 and 2004 relating to restricted stock grarats $845,000, $190,000 and $486,000, respectivalynfAebruary 3, 2007, there was
$276,000 of total unrecognized compensation coasterd to non-vested restricted stock granted. €hst is expected to be recognized over a
weighted average period of 0.7 years. The totaMaue of restricted stock vested during fiscad@®005 and 2004 was $26,000, $888,000
and $672,000 respectively.

A summary of the status of the Company's non-vesstiicted stock activity as of February 3, 208d@d ehanges during the nine-month
period then ended is as follows:

WEIGHTED AVERAGE
GRANT DATE FAIR
SHARES VALUE

Non-vested outstanding, February 4, 2006........... ... 23,000 $12.28
Granted......coocvevvviieeii e 40,000 11.69
VEStE. oo (3,000) 12.75
Forfeited......ccooveeiiiiiicceeeeeeee - -

Non-vested outstanding, February 3, 2007........... ... 60,000 $11.87

COMMON STOCK REPURCHASE PROGRAM

In August 2006, the Company's board of directotb@ized a common stock repurchase program. Thgrano authorizes the Company's
management, acting through an investment bankinggelected as the Company's agent, to repurclese310 million of the Company's
common stock through August 2007 by open markeathmases or negotiated transactions at prices andregmas determined by the Comp.
from time to time. During fiscal 2006, the Compasapurchased a total of 406,000 shares of commak $to a total investment of
$4,682,000 at an average price of $11.54 per sfiaezCompany did not repurchase any shares urgdeptirchase program during the fiscal
years ended February 4, 2006 and January 31,
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7. INCOME TAXES:

The Company records deferred taxes for differebedween the financial reporting and income tax dasassets and liabilities, computed in

accordance with tax laws in effect at that timee Teferred taxes related to such differences &elofuary 3, 2007 and February 4, 2006 v
as follows:

FEBRUARY 3, FEBRUARY 4,

2007 2006
Accruals and reserves not currently deductible for tax
PUIPOSES....vvieivieeiiee e eeeeeee $ 7,578,000 $ 6,093,000
Inventory capitalization............ccccccevveeeee. L 1,273,000 967,000

Basis differences in intangible assets........... ... (3,477,000) (2,643,000)
Differences in depreciation lives and methods...... ... (5,043,000) (5,981,000)
Differences in investments and other items........ ... 2,182,000 2,830,000

Net operating loss carryforwards.......ccccceeeeee. L 52,150,000 53,978,000
Valuation allowance........c.ccooovveevicveeenns L (54,663,000) (55,244,000)
Net deferred tax a@sset......cccocvvvvvvvvvvvcvae $ - $ -

The (provision) benefit from income taxes consigiéthe following:

YEARS ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31,
2007 2006 2005

(OIT [T | N . $(75,000) $762,000 $(25,000)
Deferred -- -- --

$(75,000) $762,000  $(25,000)

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

YEARS ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31,

2007 2006 2005

Taxes at federal statutory rates................... . 35.0% 35.0% 35.0%
State income taxes, net of federal tax benefit..... . 4.1 5.2 2.0
SFAS 123(R) stock option vesting expense........... . (23.2) - -
Non-deductible goodwill write down................. . - - (6.1)
Valuation allowance.............cccceeeeeniineeenn. . (17.3) (35.3) (31.0)
Tax exempt interest -- -- 0.1
Effective tax rate on continuing operations........ . (L4)% 4.9% 0.0%
Effective tax rate on equity in net income of

affiliates........ccccveeenieeiiie . 0.0% 0.0% 0.0%
Effective tax rate on discontinued operations...... . 0.0% 0.0% 0.0%

Based on the Company's recent history of losseganliscussed further in Note 2, the Company tasded a full valuation allowance for
net deferred tax assets and net operating losgfeamards as of February 3, 2007 and February @620 accordance with the provisions of
SFAS No. 109. The ultimate realization of thesestied tax assets depends on the ability of the @osnfo generate sufficient taxable
income and capital gains in the future. As of FabyuB, 2007, the Company has gross operating Ersgforwards for Federal and State

income tax purposes of approximately $152 milliod &77 million, respectively, which begin to expineJanuary 2022 and 2017,
respectively.
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8. COMMITMENTS AND CONTINGENCIES:
CABLE AND SATELLITE AFFILIATION AGREEMENTS

As of February 3, 2007, the Company had enteredtimee- to twelve-year affiliation agreements vagiproximately 130 cable system
operators along with the satellite companies DIRE@nhd EchoStar (DISH Network) that require eacbffer the Company's television

home shopping programming on a full-time basis dkeir systems. Under certain circumstances, tteseision operators may cancel their
agreements prior to expiration. The affiliation@gments generally provide that the Company will @agh operator a monthly access fee and
marketing support payment based upon the numbeoroks carrying the Company's television home simgppiogramming. For the years
ended February 3, 2007, February 4, 2006 and 3aB8daR005, respectively, the Company paid appratéfy $106,654,000, $99,857,000
and $93,539,000 under these long-term affiliatigreaments.

The Company has entered into, and will continuentier into, affiliation agreements with other téoan operators providing for full- or part-
time carriage of the Company's television home plmgpprogramming. Under certain circumstances thegany may be required to pay the
operator a one-time initial launch fee, which ipitalized and amortized on a straight-line basisrdlie term of the agreement.

Future cable and satellite affiliation cash comneitts at February 3, 2007 are as follows:

FISCAL YEAR AMOUNT
2007 i —— $110,118,000
2008..ciiiiiiiiie e 103,419,000
2009 i 36,269,000
2000 i ——— 35,818,000
2011 and thereafter.........ccooovvvvvvvveveeeee. L 59,138,000
EMPLOYMENT AGREEMENTS

On December 1, 2003, the Company entered intoe@fpear employment agreement with its chief exeeufficer. The employment
agreement specifies, among other things, the tedrdaties of employment, compensation and benéitsyination of employment,
severance, and non-compete restrictions. The emm@otagreement renews automatically for one-years®n December 1st of each year,
unless either the chief executive officer or therpany has given notice of the intention not to vettee agreement. No such notice was g
by either party in fiscal year 2006, and accordintge agreement was renewed for a one-year teritnDetember 1, 2007.

In addition, the Company has entered into employragreements with a number of officers and on-ast$1of the Company for original
terms ranging from 12 to 36 months. These agreesrsgetcify, among other things, the term and datiesnployment, compensation and
benefits, termination of employment (including éause, which would reduce the Company's total abitig under these agreements),
severance payments and non-disclosing and non-d¢emgsrictions. The aggregate commitment for fitasise compensation at February 3,
2007 was approximately $5,034,000.

OPERATING LEASE COMMITMENTS

The Company leases certain property and equiprmmt@ruinon-cancelable operating lease agreemenisei®y@and equipment covered by
such operating lease agreements include officesvanehousing facilities at subsidiary locationgeBite transponder, office equipment and
certain tower site locations.
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Future minimum lease payments at February 3, 26®3aafollows:

FISCAL YEAR AMOUNT
2007 i, $ 2,387,000
2008....cciiiiiii e, 2,156,000
2009, 2,008,000
2010 2,012,000

......... 14,335,000

Total rent expense under such agreements was apgatey $2,640,000 in fiscal 2006, $2,771,000 gcél 2005 and $3,608,000 in fiscal
2004.

CAPITAL LEASE COMMITMENTS

The Company leases certain computer equipmentaftwlese licenses under noncancelable capital leasgsncludes these assets in prog
and equipment in the accompanying consolidatechbalaheets. The capitalized cost of leased assstapproximately $395,000 at Febru
3, 2007 and $2,084,000 at February 4, 2006.

Future minimum lease payments for assets undetatégrses at February 3, 2007 are as follows:

FISCAL YEAR

2007 it $ 141,000

Total minimum lease payments.........ccccoeveeeeeee. 141,000

Less: Amounts representing interest.......ccccce... .. (7,000)
134,000

Less: Current portion.........cceeveveveccceeneee (134,000)

Long-term capital lease obligation.................. .. $

2006 LONG TERM INCENTIVE PLAN

In January 2006, following the approval of the Camys board of directors, the Company established/alueVision Media, Inc. 2006 Lol
Term Incentive Plan. The purpose of the plan igrtvide designated key employees with financia¢mives tied to the Company's succes
achieving challenging mulgiear financial and business goals. Managementiealithat the plan will assist the Company in itéitgtio retain
key employees, will reinforce a performance cultoyeewarding measurable results over time andtigilh meaningful portion of key
employees' total compensation to the achievememiudti-year corporate goals and objectives.

Under the plan, for each performance period manageand the compensation committee of the boadireftors establishes performance
measures under the plan and targets for these msabat must be achieved for awards under the Plaminitial performance period under
the plan covers fiscal years 2006 through 2007 tikierinitial period, the committee determined thaélification for an incentive award unc
the plan will be tied to the attainment of targettablished for four specific financial and busgeseasures at the end of each of fiscal 2006
and fiscal 2007. These measures are:

net sales; EBITDA (as defined by the Company);imedme; and gross margin dollars per hour. Awardsearned for achievement of the
specific targets for each of the four measurebatdte of up to 50% of the potential incentive @far fiscal 2006 and at the rate of up to
100% of the potential incentive award for fiscaDZphowever, the awards will not be cumulative. Bbard of directors has authorized the
plan to operate only for the initial performanceipe of
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fiscal years 2006 and 2007. The plan could be eetgin future periods only upon an affirmative deii@ation by the board of directors.

All of the Company's named executive officers aadain key employees designated by managemenhantbmpensation committee of the
board of directors were selected to participatihénplan for the initial period. Each plan partaip will be eligible to receive a 100% payout
of their target award equal to their base saladyanmual bonus objective in the event that alheftargets set for each of the four plan
measures are fully achieved at the end of fisc&r2@nd provided that such participant remainsrapl@yee in good standing of the Comp
at the time of payment under the plan, which isdcibed for early 2008. In the event all of the ¢dsgare not fully achieved during the
performance period, the participant is eligibledoeive a lesser amount under the plan based dddimpany's performance, however, no
amount will be awarded with respect to a plan memasuless at least 60% of the plan measure tagatieved. In the event of early
termination or inoperability of the plan due tolange in control of the Company and terminatioeraployment of a participant without
cause by the company, the participant may recepeayeent under the plan as if all of the targetslien achieved in the initial performance
period. All payments under the plan will be madeash. As of February 3, 2007, the Company hasiadapproximately $2.6 million in
connection with the 2006 Long Term Incentive Pragra

CHANGE IN CONTROL AND SEPARATION AGREEMENTS

The Company has entered into change in controkapdration agreements with a number of its offioeder which separation pay of up to
12 to 24 months of base salary and benefits coeddine payable in the event of terminations witliawtse only under specified
circumstances, including terminations followingreange in control (as defined in the related agregshef the Company.

RETIREMENT AND SAVINGS PLAN

The Company maintains a qualified 401(k) retirensavings plan covering substantially all employdé® plan allows the Company's
employees to make voluntary contributions to treplThe Company's contribution, if any, is detesdiannually at the discretion of the
board of directors. Starting in January 1999, tbenGany elected to make matching contributions ¢opllan. The Company currently matches
$.50 for every $1.00 contributed by eligible papamts up to a maximum of 6% of eligible compermatiThe Company made plan
contributions totaling approximately $860,000, $&&® and $360,000 during fiscal 2006, 2005 and 26Bpectively.

9. LITIGATION:

The Company is involved from time to time in vagatlaims and lawsuits in the ordinary course ofriess. In the opinion of management,
the claims and suits individually and in the agatechave not had a material adverse effect on ¢imep@ny's operations or consolidated
financial statements.

10. RELATED PARTY TRANSACTIONS:

In conjunction with its services agreement with RLife Company records revenue for amounts billeRlLtbl for customer service,
fulfillment and warehousing services. Revenuesnds from these services were $11,973,000, $11028%nd $8,705,000 for the years
ended February 3, 2007, February 4, 2006 and JaBdaR005, respectively. Amounts due from RLM &E@bruary 3, 2007 and February 4,
2006 were $994,000 and $923,000, respectivehhdrthird quarter of fiscal 2006, RLM notified thei@pany that it had elected to extend
term of their existing services agreement with@oenpany to at least August 31, 2008.
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The Company entered into an agreement with RightNeehnologies, Inc. ("RightNow") in 2005 under whihitie Company purchased
software applications which enable the Companititizel certain customer services technologies dmped by RightNow. The Company's
President and Chief Executive Officer, William &rising, serves on the board of directors of RightNthe Company made payments
totaling approximately $171,000 during fiscal 2@G0&l $48,000 during fiscal 2005 for this technolagg annual software maintenance fees
relating to this technology and other services.

The Company entered into a Private Label Crediti@ad CoBrand Credit Card Consumer Program Agreement wiEhM@ney Bank for th
financing of private label credit card purchasesfiShopNBC and for the financing of boand credit card purchases of products and se
from other non-ShopNBC retailers. GE Money Bank,igsuing bank for the program, is indirectly whedwned by the General Electric
Company ("GE"), which is also the parent companNBC and GE Commercial Finance -- Equity. NBC ariel Gommercial Finance --
Equity have a substantial percentage ownershiparCompany and together have the right to seleettbf the nine members of the
Company's board of directors.

The Company and NBC are partners in a ten-yeariBigion and Marketing Agreement dated March 8,9 8tat provides that NBC shall
have the exclusive right to negotiate on behathefCompany for the distribution of its home shogptielevision programming service. As
compensation for these services, the Company diyneays NBC an annual fee of approximately $1.8iom. As of February 3, 2007 the
Company has accrued approximately $151,000 in edimmewith this distribution agreement with NBC.

11. SUPPLEMENTAL CASH FLOW INFORMATION:
Supplemental cash flow information and noncashstimg and financing activities were as follows:

FOR THE YEARS ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31,

2007 2006 2005
Supplemental cash flow information:
Interest paid........cccoceeeiiieninennnnn. $ 33,000 $ 120,000 $198,000
Income taxes paid.........c..ccccveeeeueennnn. $ 66,000 $ 71,000 $ 77,000
Supplemental non-cash investing and financing
activities:
Common stock purchase warrants forfeited....... $11,057,000 $7,276,000 $
Exercise of common stock purchase warrants..... $ -- $5,378,000 $955,000
Restricted stock award.............ccccenee.. $ 468,000 $ - $308,000
Restricted stock forfeited..................... $ - $ 9,000 $115,000
Property and equipment purchases included in
accounts payable.............ccceceuvenne $ 98,000 $ 883,000 $296,000
Equipment purchases under capital lease........ $ - $ 258,000 $
Noncash reduction of capital lease obligation
from FanBuzz capital lease termination...... $ - $ 924,000 $
Accretion of redeemable preferred stock........ $ 289,000 $ 287,000 $285,000
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12. SEGMENT DISCLOSURES AND RELATED INFORMATION:

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&iis Company's reportable segments are
based on the Company's method of internal reportihng Company's primary business segment is ittreldic media segment, which
consists primarily of the Company's television hahepping business and internet shopping webs#iméss. Management has reviewed the
provisions of SFAS No. 131 and has determinedttte@Company's television and internet home shopipirsinesses meet the aggregation
criteria as outlined in SFAS No. 131 since these liwsinesses have similar customers, productspetiorcharacteristics and sales proces
Products sold through the Company's electronic anseigment primarily include jewelry, watches, cotapmiand other electronics,
housewares, apparel, health and beauty aids, $ifmreslucts, giftware, collectibles, seasonal itamd other merchandise. The Company's
segments currently operate in the United Statesiar@he customer represents more than 5% of thep@ayrs overall revenue. The
accounting policies of the Company's segmentsheraame as those described in the summary of isigmifaccounting policies in Note 2.
There are no material intersegment product sakgm8nt information included in the consolidatedcabak sheets
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as of February 3, 2007, February 4, 2006 and Jgr3igar2005 and included in the consolidated statesnef operations for the years then
ended is as follows (in thousands):

SHOPNBC &  ALL EQUITY CONTINUING FANBUZZ, INC.

YEARS ENDED SHOPNBC.COM OTHER(A) IN VESTMENTS(B) OPERATIONS (DISCONTINUED) TOTAL
FEBRUARY 3, 2007
Revenues.............. $755,302 $11,973 $ - $767,275 $ $
Operating income

(loss)..ccuvennee. (10,705) 1,226 - (9,479)
Depreciation and

amortization........ 21,548 691 - 22,239
Interest income

(expense)..... 3,802 -- -- 3,802
Income taxes (66) 9) - (75)
Net income (loss)..... (5,629) 227 3,006 (2,396) 2,3 96)
Identifiable assets... 341,576 6,265 4,139 351,980 351,9 80
Capital

expenditures........ 11,428 42 - 11,470 11,4 70
FEBRUARY 4, 2006
Revenues.............. $680,592  $11,259 $ - $691,851 $5,384 $
Operating income

(losS)..ccvvnneee. (19,888) 1,242 - (18,646) (2,235)
Depreciation and

amortization........ 19,707 862 - 20,569 302
Interest income

(expense)........... 3,048 - - 3,048 (61)
Income tax benefit.... 762 -- - 762 -
Net income (loss)..... (15,092) 252 1,383 (13,457) (2,296) (15,7 53)
Identifiable assets... 338,939 6,461 1,383 346,783 356 347,1 39
Capital

expenditures........ 9,623 55 - 9,678 72 9,7 50
JANUARY 31, 2005
Revenues.............. $614,884 $8,750 $ - $623,634 $25,782 $
Operating income

(losS)..ccvvennne. (44,890) 619 - (44,271)  (14,812)
Depreciation and

amortization........ 18,124 796 - 18,920 1,200
Interest income

(expense)........... 1,627 -- -- 1,627 (70)
Income taxes.......... (25) -- -- (25) --
Net loss.............. (42,348) (371) - (42,719)  (14,882) (57,6 01)
Identifiable assets... 338,245 7,044 - 345,289 5,007 350,2 96
Capital

expenditures........ 13,409 1,005 -- 14,414 308 14,7 22

(a) Revenue from segments below quantitative tluldshis attributable to VVIFC, which provides flilinent, warehousing and telemarketing
services primarily to RLM and the Company.

(b) Equity Investment assets and net income frouitg@vestments consist of long-term investmemd aarnings from equity investments
accounted for under the equity method of accourdimfjare not directly assignable to a business segm
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Information on net sales from continuing operatibpsignificant product groups is as follows (imtisands):

FOR THE YEARS ENDED

FEBRUARY 3, FEBRUARY 4, JANUARY 31,

2007 2006 2005
JEWEINY ..o . $285,262  $278,928  $288,142
Electronics........ccocvevvivniieiiinciee . 173,121 140,460 93,089
Watches, Apparel and Health & Beauty............... . 181,093 145,697 134,900
HOMe. ..o . 80,934 78,116 73,674
All others, less than 10% each..................... . 46,865 48,650 33,829
Total. oo . $767,275  $691,851  $623,634

13. NBC AND GE EQUITY STRATEGIC ALLIANCE:

In March 1999, the Company entered into a stratafjmnce with NBC and GE Equity. Pursuant to therts of the transaction, NBC and GE
Equity acquired 5,339,500 shares of the CompargrieSA Redeemable Convertible Preferred Stock"@hneferred Stock"), and NBC was
issued a warrant to acquire 1,450,000 shares dEdimepany's common stock (the "Distribution Warrgnisider a Distribution and Marketi
Agreement discussed below. The Preferred Stocksofasfor aggregate consideration of $44,265,00&pmroximately $8.29 per share). In
addition, the Company agreed to issue to GE Equitiarrant (the "Investment Warrant”) to increaseitential aggregate equity stake
(together with its affiliates, including NBC) atethime of exercise to approximately 40%. NBC alae the exclusive right to negotiate on
behalf of the Company for the distribution of idelvision home shopping service. The sale of 3p9shares of the Preferred Stock was
completed on April 15, 1999. Final consummatioithef transaction regarding the sale of the remaihj6§0,000 Preferred Stock shares was
completed on June 2, 1999. The Preferred Stockeasded at fair value on the date of issuance.Prbéerred Stock is convertible into an
equal number of shares of the Company's commomk,stabject to anti-dilution adjustments, has a naémg redemption on the tenth
anniversary of its issuance or upon a "change ofroty at $8.29 per share, participates in dividend the same basis as the common stock
and has a liquidation preference over the commaeksind any other junior securities. The excesh@fedemption value over the carrying
value is being accreted by periodic charges totgawier the tenyear redemption period. On July 6, 1999, GE Egexyrcised the Investme
Warrant and acquired an additional 10,674,000 shafrthe Company's common stock for an aggrega$d 18,370,000, or $16.71 per share.
Following the exercise of the Investment Warram, combined ownership of the Company by GE Equity BC on a fully diluted basis
was approximately 40%. In February 2005, GE Eqgitlgl 2,000,000 shares of the Company's common stogkumber of different
purchasers. In July 2005, GE Equity entered inteeagents to sell an additional 2,604,932 sharéiseo€ompany's common stock in
privately negotiated transactions to a number édint purchasers. In connection with such tratieas, the Company filed a registration
statement on Form S-3 with the Securities and Exgh&ommission in July 2005 with respect to an egafe of 4,604,932 shares of the
Company's common stock, pursuant to contractugtragjon rights obligations. The Company receinedoroceeds from the sale of the
shares covered by the registration statement. GiyEgnd NBC currently have a combined ownershihanCompany of approximately 27
on a diluted basis.

SHAREHOLDER AGREEMENT

In March 1999, the Company and GE Equity also exténto a Shareholder Agreement (the "Shareholdeeé@ment"), which provides for
certain corporate governance and standstill maftdrs
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Shareholder Agreement (together with the CertiiadtDesignation of the Preferred Stock) initiglpvided that GE Equity and NBC would
be entitled to designate nominees for two out séeenembers of the Company's board of directoterspas their aggregate beneficial
ownership was at least equal to 50% of their ihiteneficial ownership, and one out of seven mesiberiong as their aggregate beneficial
ownership was at least 10% of the "adjusted outétgrshares of common stock.” The Shareholder Agese also requires the consent of
Equity prior to the Company entering into any mialexgreements with certain restricted partiesgdoast networks and internet portals in
certain limited circumstances). Finally, the Companprohibited from exceeding certain threshoklating to the issuance of voting
securities over a 12-month period, the paymenuaftgrly dividends, the repurchase of common stacuisitions (including investments
and joint ventures) or dispositions, and the inence of debt greater than the larger of $40.0 onilér 30% of the Company's total
capitalization. The Company is also prohibited fraking any action that would cause any ownergtiigrést by the Company in television
broadcast stations from being attributable to GHifggNBC or their affiliates.

The Shareholder Agreement provides that duringsthedstill Period (as defined in the ShareholdereAment), and subject to certain limi
exceptions, GE Equity and NBC are prohibited frdinany asset or business purchases from the Coyripaxcess of 10% of the total fair
market value of the Company's assets, (ii) incnegieir beneficial ownership above 39.9% of thenPany's shares, (iii) making or in any
way participating in any solicitation of proxiess)(depositing any securities of the Company iroting trust, (v) forming, joining, or in any
way becoming a member of a "13D Group" with respeetny voting securities of the Company, (vi) agiag any financing for, or providir
any financing commitment specifically for, the pugse of any voting securities of the Company, @tijerwise acting, whether alone or in
concert with others, to seek to propose to the Gamp@any tender or exchange offer, merger, busic@shination, restructuring, liquidation,
recapitalization or similar transaction involvirgetCompany, or nominating any person as a direétttre Company who is not nominated by
the then incumbent directors, or proposing any enatt be voted upon by the shareholders of the @omgf, during the standstill period, &
inquiry has been made regarding a "takeover trdiosel@r "change in control,” each as defined ia 8hareholder Agreement, which has not
been rejected by the Board, or the Board pursugs adransaction, or engages in negotiations arighes information to a third party and the
Board has not resolved to terminate such discusstben GE Equity or NBC may propose to the Compatender offer or business
combination proposal.

In addition, unless GE Equity and NBC beneficiallyn less than 5% or more than 90% of the adjustéstanding shares of common stock,
GE Equity and NBC shall not sell, transfer or ottiee dispose of any securities of the Company exfoepransfers: (i) to certain affiliates
who agree to be bound by the provisions of the St@der Agreement, (ii) which have been conserdda/tthe Company, (iii) pursuant to a
third party tender offer, (iv) pursuant to a mergemsolidation or reorganization to which the Campis a party, (v) in a bona fide public
distribution or bona fide underwritten public offay, (vi) pursuant to Rule 144 of the Securitieg 81933, or (vii) in a private sale or
pursuant to Rule 144A of the Securities Act of 1,98®vided that, in the case of any transfer purst@clause (v) or (vii), the transfer does
not result in, to the knowledge of the transferffterareasonable inquiry, any other person acquirafiger giving effect to such transfer,
beneficial ownership, individually or in the aggatg with such person's affiliates, of more than W%he adjusted outstanding shares of the
common stock.

The standstill period will terminate on the eatlisoccur of (i) the ten-year anniversary of thef&holder Agreement, (ii) the entering into
by the Company of an agreement that would resudt"ichange in control” (subject to reinstateme(it),an actual "change in control,” (iv) a
third party tender offer (subject to reinstatemeait)(v) six months after GE Equity and NBC canlarger designate any nominees to the
Board. Following the expiration of the standstiérpd pursuant to clause (i) or (v) above (indédilyiin the case of clause (i) and two year
the case of clause (v)), GE Equity and NBC's
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beneficial ownership position may not exceed 39d%e Company's fully-diluted outstanding stockcept pursuant to issuance or exercise
of any warrants or pursuant to a 100% tender dffiethe Company.

On March 19, 2004 the Company, NBC and GE Equitgedjto amend the Shareholder Agreement as follgs: increase the authorized
size of the Company's board of directors to ninenfseven, (ii) to permit NBC and GE Equity togettteappoint three directors instead of
two to the Company's board of directors, and t@iiprovide that NBC and GE Equity would no longawvé the right to have its director-
nominees serve on the Audit, Compensation or Natinmigand Governance Committees, in the event thantittees must be comprised
solely of "independent” directors under applicdblgs or Nasdaq regulations. In such case, NBC @& quity would have the right to have
an observer attend all of these committee meettoghe extent permitted by applicable law.

REGISTRATION RIGHTS AGREEMENT

Pursuant to the Investment Agreement, the CompadyGE Equity entered into a Registration Rightsefgnent providing GE Equity, NBC
and their affiliates and any transferees and assgmaggregate of four demand registrations afichised piggy-back registration rights.

DISTRIBUTION AND MARKETING AGREEMENT

NBC and the Company entered into a-year Distribution and Marketing Agreement dated éha8, 1999 (the "Distribution Agreement") tl
provides that NBC shall have the exclusive rightégotiate on behalf of the Company for the distitn of its home shopping television
programming. As compensation for these servicesCibmpany agreed to pay NBC an annual fee whichaywpsoximately $1.8 million in
fiscal 2006, and issued NBC 1,450,000 distributi@mrants. On March 28, 2007, the Company and NB€azbto reduce the amount of the
annual fee payable to NBC to a market rate. See Wbt The exercise price of the distribution watsamas $8.29 per share. In conjunction
with the Company's November 2000 execution of ttesl@mark License Agreement with NBC, the Compangedjto accelerate the vesting
of the unvested original Distribution Warrants. @pril 7, 2004, NBC exercised a portion of the onigfi Distribution Warrants in a cashless
exercise acquiring 101,509 shares of the Compaonysnon stock. In November 2005, NBC exercisedeafiaining original Distribution
Warrants in a cashless exercise acquiring 281,8@Rienal shares of the Company's common stockaBse NBC successfully delivered to
the Company 10 million FTE homes pursuant to theribiution Agreement, in fiscal 2001, the Compassuied to NBC additional warrants
purchase 343,725 shares of the Company's commok at@n exercise price of $23.07 which expiredxengsed during fiscal 2006 and in
fiscal 2002, the Company issued to NBC additionalrants to purchase 36,858 shares of the Compemyision stock at an exercise price of
$15.74 which are currently outstanding. The Comgaay a right to terminate the Distribution Agreetrafter the twenty-fourth, thirty-sixth
and forty-second month anniversary if NBC was uaablmeet the performance targets. In additionCikpany would have been entitled to
a $2.5 million payment from NBC if the Company témated the Distribution Agreement as a result ofd\Bfailure to meet the 24-month
performance target. NBC may terminate the DistidsuAgreement if the Company enters into certaigriificant affiliation" agreements or a
transaction resulting in a "change of control."

14. RALPH LAUREN MEDIA, LLC ELECTRONIC COMMERCE ALIANCE (RLM):

During fiscal 2006, the Company owned a 12.5% gdnierest in RLM which was being accounted for eintthe equity method of
accounting. RLM's primary business activity to daés been the operations of the Polo.com website.ddm officially launched in
November 2000 and includes an assortment of rr
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women's and children's products across the Ralphelnafamily of brands as well as unique gift itetnsconnection with the formation of
RLM, the Company entered into various agreemertmgdorth the manner in which certain aspectthefbusiness of RLM are to be
managed and certain of the members' rights, datidsobligations with respect to RLM, including #fsmended and Restated Limited
Liability Company Agreement, pursuant to which aartterms and conditions regarding operations dfIRInd certain rights and obligations
of its members are set forth. On March 28, 200& Gbmpany sold its 12.5% ownership interest in RbNPolo Ralph Lauren for
approximately $43.8 million. See Note 17.

AGREEMENT FOR SERVICES

RLM and VVIFC entered into an Agreement for Sersioader which VVIFC agreed to provide to RLM cartslemarketing, customer
support and fulfilment services to RLM. In therthguarter of fiscal 2006, RLM notified the Compahwgt it had elected to extend the tern
their existing services agreement with the Comparat least August 31, 2008. RLM has advised the@amy that it intends to develop the
capability to provide these services internallyha future. On March 28, 2007, VVIFC and RLM enteigto an amendment to the agreement
for services providing for certain changes to theeament, including a potential extension of tmetthrough mid-2009 at RLM's option. See
Note 17.

15. NBC TRADEMARK LICENSE AGREEMENT:

On November 16, 2000, the Company entered intadeimark License Agreement (the "License Agreemaevitt) NBC pursuant to which
NBC granted the Company an exclusive, worldwiderige for a term of ten years to use certain NB@etrearks, service marks and dom
names to rebrand the Company's business and ctepmmae and website. Under the License AgreentemtCompany agreed to (i) certain
restrictions on using trademarks, service marksjalo names, logos or other source indicators ovenewntrolled by NBC or its affiliates in
connection with certain permitted businesses (Barhitted Businesses"), as defined in the Licergeément, before the agreement of NBC
to such use, (i) the loss of its rights underdhant of the license with respect to specific teriés outside of the United States in the eves
Company fails to achieve and maintain certain perémce targets in such territories, (iii) amend saslate the current Registration Rights
Agreement dated as of April 15, 1999 among the GompNBC and GE Equity so as to increase the demght$ held by NBC and GE
Equity from four to five, among other things, (iwt, own, operate, acquire or expand its busireswtude any businesses other than the
Permitted Businesses without NBC's prior consentcdmply with NBC's privacy policies and standaaasl practices, and (vi) not own,
operate, acquire or expand the Company's busimebstisat one-third or more of the Company's revemuéts aggregate value is attributable
to certain services (not including retailing seedcimilar to the Company's existing e-commerceatjpms) provided over the internet. The
License Agreement also grants to NBC the righetminate the License Agreement at any time upadicechanges of control of the
Company, in certain situations the failure by NBtvn a certain minimum percentage of the outstapdapital stock of the Company on a
fully-diluted basis and certain other related matt©n March 28, 2007, the Company and NBC agreedtend the term of the license by six
months, such that the license would continue thinddgy 15, 2011. See Note 17.

16. ASSET IMPAIRMENTS AND EMPLOYEE TERMINATION COSS:

During the quarter ended April 30, 2005, a numlidfamBuzz customers notified the Company that #legted not to renew the term of their
e-commerce services agreements with FanBuzz odelgto terminate their agreements as permitteldermagreement. Following these
notifications, the Company assessed whether tratdben an impairment of the FanBuzz long-live@tass accordance with Statement of
Financial Accounting Standards No. 144, "Accounfimgthe Impairment or Disposal of Long-Lived Assef'SFAS No. 144"). The
Company performed a cash flow analysis and condltigizt the book value of certain long-lived ass¢tSanBuzz was significantly higher
than their probability-weighted expected
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future cash flows and that an impairment had oeclrAccordingly, the Company recorded a non-cagfairment loss and related charge of
$400,000 in the first quarter of fiscal 2005. Thwairment charge is included in loss from discargthoperations in the accompanying
consolidated statement of operations for the yedeé February 4, 2006.

During fiscal 2005, the Company also recorded atitiathal $979,000 charge to earnings and estatlisheelated accrual primarily in
connection with the downsizing of the FanBuzz oftfens. The charge consisted primarily of severgrayeand related benefit costs
associated with the elimination of approximatelyp@sitions. The severance was paid out over perauging from one to twelve months. Of
this charge, $897,000 is included in loss fromaligimued operations in the accompanying consoliistatement of operations for the year
ended February 4, 2006.

In the third quarter of fiscal 2004, the Companyt&roff goodwill attributable to the FanBuzz acifios as the Company had determined
the goodwill was impaired following FanBuzz's lagsts NHL contract in September 2004. In additittre Company also concluded that the
book value of certain long-lived assets at FanBuag significantly higher than their expected futcash flows and that an impairment had
occurred in accordance with SFAS No. 144, "Accaumfor the Impairment or Disposal of Long-Lived Atss" Accordingly, the Company
recorded a non-cash impairment loss and relatedyetad $11,302,000 in the third quarter of fisc@02. The charges included $9,442,000 of
goodwill impairment, $1,700,000 of fixed asset aagital expenditure impairment and $160,000 ofrigiale asset impairment. The
impairment is included in loss from discontinueei@giions in the accompanying fiscal 2004 consaidatatement of operations.

In addition, in the fourth quarter of fiscal 20@de Company recorded an asset impairment char§j&, 800,000 related to deferred adverti
costs in the form of television advertising crediith NBC after it was determined that the Compeayld no longer effectively use the
credits. During the third and fourth quarters stéil 2004, the Company also recorded a $3,836/88@e to earnings in connection with the
decision to eliminate a number of positions wittiie Company in an effort to streamline the corppoaganization and reduce operating
expenses. The charges consisted primarily of sagenpay and related benefit costs associated gtlelimination of approximately 30
positions.

17. SUBSEQUENT EVENT:

On March 26, 2007, a wholly-owned subsidiary of @@mpany, VVIFC, and RLM entered into a rider te #xisting agreement for services
(as amended) under which VVIFC provides RLM witHifment and certain customer support servicese Tdrm of the agreement for
services, as amended in October 2006, extendsghraugust 2008. Pursuant to the terms of the rid¥tFC and RLM further agreed to
certain changes to the agreement for servicesnjas@ed), including VVIFC's agreement to extendtéhm of the agreement through mid-
2009 if so requested by RLM.

On March 28, 2007, the Company entered into a Meshiie Interest Purchase Agreement ("Purchase Agregjrwith Polo Ralph Lauren,
NBC and certain NBC affiliates, pursuant to whibke Company sold its 12.5% membership interest iNMRb Polo Ralph Lauren for ¢
aggregate purchase price of $43,750,000. Thedutldf the Purchase Agreement is attached as ahietcdhithe Company's Current Report
Form 8-K filed with the SEC on April 3, 2007.

Concurrently with the execution of the Purchaseeggnent, the Company also entered into an amendméré License Agreement (for the
limited, worldwide use of NBC trademarks, servicarks, domain names and logos), under which NBCeabt@ extend the term of the
License Agreement to May 15, 2011 and to certamitditions on NBC's right to terminate the Licenggdement in the event of a change in
control of the Company involving a financial buy®n the same date, the Company and NBC also entdgoedn amendment to the
Distribution Agreement providing for a reductiontire annual affiliate relations and marketing faepy the Company to NBC to a market
rate.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None

ITEM 9A. CONTROLS AND PROCEDURES

DISCLOSURE CONTROLS AND PROCEDURES

As of the end of the period covered by this reppanagement conducted an evaluation, under the\ssipa and with the participation of ¢
chief executive officer and chief financial officefr the effectiveness of our disclosure controld procedures (as defined in Rule 13a-15(e)
and 15d-15(e) under the Securities Exchange At98#). Based on this evaluation, the officers aatetl that our disclosure controls and
procedures are effective to ensure that informatgpuired to be disclosed by us in reports thafil@er submit under the Securities
Exchange Act of 1934 is recorded, processed, suinetband reported within the time periods speciiie8ecurities and Exchange
Commission rules and forms, and to ensure thatrimdtion required to be disclosed by us in the respwe file or submit under the Exchange
Act is accumulated and communicated to managermahtiding our principal executive and principaldircial officers, as appropriate to
allow timely decisions regarding required disclesur

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANC IAL REPORTING

The management of ValueVision Media, Inc. is resjiae for establishing and maintaining adequaterival control over financial reporting
as defined in Rules 13a-15 (f) under the Securifieshange Act 1934. The Company's internal corsystem was designed to provide
reasonable assurance regarding the reliabilitynaficial reporting and the preparation of finansiatements for external purposes in
accordance with generally accepted accounting iptes

All internal control systems, no matter how welkidmed, have inherent limitations. Therefore, etmrse systems determined to be effective
can provide only reasonable assurance with respdictancial statement preparation and presentaBecause of its inherent limitations,
internal control over financial reporting may noéyent or detect misstatements. Also, projectidreng evaluation of effectiveness to future
periods are subject to the risk that controls megome inadequate because of changes in conditiotisat the degree of compliance with the
policies or procedures may deteriorate.

Management assessed the effectiveness of the Cetafaternal control over financial reporting asFabruary 3, 2007. In making this
assessment, management used the criteria sebfotlle Committee of Sponsoring Organizations offtteadway Commission in Internal
Control -- Integrated Framework.

Based on management's evaluation under the frarkdwdmternal Control -- Integrated Framework, mgeaent concluded that the
Company's internal control over financial reportimgs effective as of February 3, 2007.
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Management's assessment of the Company's interngibtover financial reporting as of February 802, has been audited by Deloitte &
Touche LLP, an independent registered public actogifirm, as stated in their report.

/sl WLLIAM J. LANSI NG

WIlliamJ. Lansing
Chi ef Executive O ficer
and President (Principal Executive
O ficer)

/'s/ FRANK P. ELSENBAST

Frank P. El senbast
Seni or Vice President Finance, Chief
Fi nanci al
O ficer (Principal Financial Oficer)
April 11, 2007

CHANGES IN INTERNAL CONTROLS OVER FINANCIAL REPORTI NG

Management, with the participation of the chief@xese officer and chief financial officer, perfoed an evaluation as to whether any change
in the internal controls over financial reportiras (defined in Rules 13a-15 and 15d-15 under thaeries Exchange Act of 1934) occurred
during the period covered by this report. Basethai evaluation the chief executive officer ande€financial officer concluded that no
change occurred in the internal controls over fai@reporting during the period covered by thigae that materially affected, or is
reasonably likely to materially affect, the intdronantrols over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and Board of Directors Valu@vi#/ledia, Inc. and Subsidiaries

We have audited management's assessment, includegl accompanying "Management's Report on Int&oatrol Over Financial
Reporting”, that ValueVision Media, Inc. and Sulesigts (the "Company") maintained effective intém@ntrol over financial reporting as of
February 3, 2007, based on criteria establishédt@mnal Control -- Integrated Framework issuedh®y Committee of Sponsoring
Organizations of the Treadway Commission. The Camigsananagement is responsible for maintainingcéffe internal control over
financial reporting and for its assessment of fifrecéiveness of internal control over financial oefing. Our responsibility is to express an
opinion on management's assessment and an opinithe @ffectiveness of the Company's internal cbuatver financial reporting based on
our audit.

We conducted our audit in accordance with the stadsdof the Public Company Accounting Oversighti8dé@/nited States). Those stande
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordver financial reporting, evaluating
management's assessment, testing and evaluatidgsfgn and operating effectiveness of internatrobrand performing such other
procedures as we considered necessary in the ctanoes. We believe that our audit provides a redse basis for our opinions.

A company's internal control over financial repogtis a process designed by, or under the supemnvigi the Company's principal executive
and principal financial officers, or persons penfigrg similar functions, and effected by the Compsaitward of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting antkt preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles. A company's internaitod over financial reporting includes
those policies and procedures that (1) pertaiheartaintenance of records that, in reasonablel detaurately and fairly reflect the
transactions and dispositions of the assets oEtmpany; (2) provide reasonable assurance thatacsions are recorded as necessary to
permit preparation of financial statements in adaace with generally accepted accounting princj@ad that receipts and expenditures of
the Company are being made only in accordanceawithorizations of management and directors of th@g@any; and (3) provide reasonable
assurance regarding prevention or timely deteafamauthorized acquisition, use, or dispositiothef Company's assets that could have a
material effect on the financial statements.

Because of the inherent limitations of internaltcohover financial reporting, including the possti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods ateject to the risk that the controls may
become inadequate because of changes in conditiotigat the degree of compliance with the policeprocedures may deteriorate.

In our opinion, management's assessment that thgp@wy maintained effective internal control oveaficial reporting as of February 3,
2007, is fairly stated, in all material respectsdd on criteria established in Internal Contrdhtegrated Framework issued by the Comm
of Sponsoring Organizations of the Treadway ComimissAlso in our opinion, the Company maintainedall material respects, effective
internal control over financial reporting as of Redry 3, 2007, based on criteria established ieriv@l Control -Integrated Framework issu
by the Committee of Sponsoring Organizations offtreadway Commission.
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We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
financial statements and financial statement sdeddied in the Index at Item 15 as of and forykar ended February 3, 2007, of the
Company and our report dated April 11, 2007, exggésan unqualified opinion on those financial stegets and financial statement schedule
and included an explanatory paragraph relatinhpeddompany's change in 2006 of its method of adooyfor stock-based compensation.

/'s/ DELO TTE & TOUCHE LLP

April 11, 2007

ITEM 9B. OTHER INFORMATION
None
PART 1lI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

Information in response to this item with respectértain information relating to our executiveicéfs is contained in Item 1 under the
heading "Executive Officers of the Registrant” avith respect to other information relating to oxeeutive officers and directors is
incorporated herein by reference to the sectidlegltiProposal 1 -- Election of Directors" and "8ew 16(a) Beneficial Ownership Reporting
Compliance" in our definitive proxy statement tofibed pursuant to Regulation 14A within 120 dafjteathe end of the fiscal year covered
by this Form 10-K.

CODE OF BUSINESS CONDUCT AND ETHICS

We have adopted a code of business conduct arcs ethplicable to all of our directors and employ@eduding our principal executive
officer, principal financial officer, principal aoanting officer, controller and other employees@aning similar functions. A copy of this
code of business conduct and ethics is availableuonvebsite at www.shopnbc.com, under "InvestdaRms -- Business Ethics Policy." In
addition, we have adopted a code of ethics policyofir senior financial management; this policglso available on our website at
www.shopnbc.com, under "Investor Relations -- CoflEthics Policy for Chief Executive and Senior &igial Officers."

We intend to satisfy the disclosure requirementieafrorm 8-K regarding an amendment to, or waike@nf a provision of our code of
business conduct and ethics by posting such infioman our website at the address specified above.

ITEM 11. EXECUTIVE COMPENSATION

Information in response to this item is incorpodaterein by reference to the sections titled "Psapa -- Election of Directors -- Director
Compensation" and "Executive Compensation” in afinitive proxy statement to be filed pursuant tgRlation 14A within 120 days after
the end of the fiscal year covered by this FornK10-

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
SHAREHOLDER MATTERS

Information in response to this item is incorpodatterein by reference to the sections titled "Sgc@wnership of Principal Shareholders |
Management" and "Equity Compensation Plan Inforomdtin our definitive proxy statement to be filedrpuant to Regulation 14A within
120 days after the end of the fiscal year covesethis Form 10-K.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

Information in response to this item is incorpodaterein by reference to the section titled "Cerfi@iansactions” and "Proposal 1 -- Election
of Directors" in our definitive proxy statementhie filed pursuant to Regulation 14A within 120 dajter the end of the fiscal year covered
by this Form 10-K.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information in response to this item is incorpodatterein by reference to the section titled "Prap@s- Ratification of the Independent
Registered Public Accounting Firm -- Fees Billedsloitte & Touche LLP" and "Proposal

2 -- Ratification of the Independent Auditors --gkpval of Independent Registered Public Accounkirgh Services and Fees" in our
definitive proxy statement to be filed pursuanRigulation 14A within 120 days after the end offieeal year covered by this Form 10-K.

PART IV
ITEM 15. EXHIBIT AND FINANCIAL STATEMENT SCHEDULE
1. Financial Statements
- Report of Independent Registered Public Accogniimm
- Consolidated Balance Sheets as of February 3, 208 February 4, 2006
- Consolidated Statements of Operations for tha¥Baded February 3, 2007, February 4, 2006 angaigi31, 2005
- Consolidated Statements of Shareholders' Eqaitihe Years Ended February 3, 2007, February @6 20d January 31, 2005
- Consolidated Statements of Cash Flows for thes'Eaded February 3, 2007, February 4, 2006 andadgi31, 2005
- Notes to Consolidated Financial Statements
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2. Financial Statement Schedule

VALUEVISION MEDIA, INC. AND SUBSIDIARIES

SCHEDULE Il VALUATION AND QUALIFYING ACCOUNTS

COLUMN A COLUMN B COLUMN C COLUMN D COLUMN E
ADDITIONS
BALANCES AT CHARGED TO
BEGINNING OF COSTS AND BALANCE AT
YEAR EXPENSES DEDUCTIONS END OF YEAR

FOR THE YEAR ENDED FEBRUARY 3, 2007:
Allowance for doubtful accounts...... $2,478,000 $ 6,065,000 $ (4,902,000)(1) $3,641,000
Reserve for returns.................. $7,658,000 $142,983,000 $(142,143,000)(2) $8,498,000

FOR THE YEAR ENDED FEBRUARY 4, 2006:
Allowance for doubtful accounts $2,421,000 $ 4,542,000 $ (4,485,000)(1) $2,478,000

Reserve for returns..................

$131,682,000 $(131,314,000)(2) $7,658,000

FOR THE YEAR ENDED JANUARY 31, 2005:
Allowance for doubtful accounts.. $2,054,000 $ 4,303,000 $ (3,936,000)(1) $2,421,000

Reserve for returns............. $8,780,000 $120,238,000 $(121,728,000)(2) $7,290,000

(1) Write off of uncollectible receivables, netretoveries.

(2) Refunds or credits on products returned.

3. Exhibits

EXHIBIT INDEX
EXHIBIT
NUMBER EXHIBIT
2 Membership Interest Purchase Agreement dated as of March 28,
2007 by and among Polo Ralph Lauren Co rporation, Ralph
Lauren Media, LLC, NBC-Lauren Media Ho Iding, Inc., NBC
Universal, Inc., CNBC.COM LLC, and Val ueVision Media,
Inc.(FF)
3.1 Sixth Amended and Restated Articles of Incorporation, as
Amended.(B)
3.2 Certificate of Designation of Series A Redeemable

Convertible Preferred Stock.(G)
3.3 Articles of Merger.(Q)
3.4 Bylaws, as amended.(B)

10.1 Second Amended 1990 Stock Option Plan of the Registrant (as
amended and restated).(H)+

10.2 Form of Option Agreement under the Ame nded 1990 Stock Option
Plan of the Registrant.(A)+

10.3 1994 Executive Stock Option and Compen sation Plan of the
Registrant.(D)+

10.4 Form of Option Agreement under the 199 4 Executive Stock
Option and Compensation Plan of the Re gistrant.(E)+

10.5 2001 Omnibus Stock Plan of the Registr ant.(N)+

10.6 Amendment No. 1 to the 2001 Omnibus St ock Plan of the
Registrant.(P)+

10.7 Form of Incentive Stock Option Agreeme nt under the 2001
Omnibus Stock Plan of the Registrant.( R)+

10.8 Form of Nonstatutory Stock Option Agre ement under the 2001
Omnibus Stock Plan of the Registrant.( R)+

83
EXHIBIT

NUMBER EXHIBIT



10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19
10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

Form of Restricted Stock Agreement und
Stock Plan of the Registrant.(R)+

Option Agreement between the Registran
dated as of March 3, 1997.(A)+

Option Agreement between the Registran
dated May 9, 2001.(N)+

Option Agreement between the Registran
dated June 21, 2001.(N)+

Option Agreement between the Registran
dated March 3, 1997.(A)+

Option Agreement between the Registran
dated May 9, 2001.(N)+

Option Agreement between the Registran
dated June 21, 2001.(N)+

Employment Agreement between the Regis
Lansing dated December 1, 2003.(S)+

Option Agreement between the Registran
Lansing dated December 1, 2003.(S)+

Option Agreement between the Registran
dated May 1, 2000.(K)+

2002 Annual Management Incentive Plan

Employment Agreement between the Regis
Fagre dated April 30, 2000.(M)+

Amendment No. 1 to Employment Agreemen
and Nathan E. Fagre dated as of April

Form of Salary Continuation Agreement
and each of Nathan Fagre dated July 2,
Danielson dated June 16, 2004.(T)+

Option Agreement between the Registran
dated November 30, 2005.(EE)+

Form of Option Agreement between the R
Brenda Boehler and Scott Danielson.(U)

Investment Agreement by and between th
Equity dated as of March 8, 1999.(F)

First Amendment and Agreement dated as
the Investment Agreement, dated as of
between the Registrant and GE Equity.(

Distribution and Marketing Agreement d
1999 by and between NBC and the Regist

Letter Agreement dated March 8, 1999 b
and the Registrant.(F)

Shareholder Agreement dated April 15,
Registrant, and GE Equity.(G)

Amendment No. 1 dated March 19, 2004 t
Agreement dated April 15, 1999 between
and GE Equity.(V)

ValueVision Common Stock Purchase Warr
15, 1999 issued to GE Equity.(G)

Registration Rights Agreement dated Ap
the Registrant, GE Equity and NBC.(G)

ValueVision Common Stock Purchase Warr
15, 1999 issued to NBC.(G)

Letter Agreement dated November 16, 20
Registrant and NBC.(M)

Warrant Purchase Agreement dated Septe
the Registrant, Snap!LLC, a Delaware |
company and Xoom.com, Inc., a Delaware

Common Stock Purchase Warrant dated Se
purchase shares of the Registrant held
Delaware corporation.(l)

Registration Rights Agreement dated Se
between the registrant and Xoom.com, |
corporation, relating to Xoom.com, Inc
purchase shares of the Registrant.(l)

Amended and Restated Limited Liability
Ralph Lauren Media, LLC, a Delaware li
company, dated as of February 7, 2000,
Lauren Corporation, a Delaware corpora
Broadcasting Company, Inc., a Delaware
Registrant, CNBC.com LLC, a Delaware |
company and NBC Internet, Inc., a Dela
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10.39

10.40

EXHIBIT
Agreement for Services dated February
Lauren Media, LLC, a Delaware limited
VVI Fulfillment Center, Inc., a Minnes
Amendment to Agreement for Services da
2003 between Ralph Lauren Media, LLC a

er the 2001 Omnibus

t and Marshall Geller

t and Marshall Geller

t and Marshall Geller

t and Robert Korkowski
t and Robert Korkowski
t and Robert Korkowski
trant and William J.
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10.41

10.42

10.43

10.44

10.45

10.46
10.47

10.48

10.49

10.50

10.51

10.52

10.53

10.54

10.55

10.56

10.57
10.58
10.59
10.60
10.61
10.62
21
231
23.2
23.3

24
31.1

31.2

321
32.2

Center, Inc.(R)
Trademark License Agreement dated as o
between NBC and the Registrant.(L)
Warrant Purchase Agreement dated as of
between NBC and the Registrant.(L)
Common Stock Purchase Warrant dated as
between NBC and the Registrant.(L)
Amendment No. 1 dated March 12, 2001 t
Purchase Warrant dated as of November
and the Registrant.(O)
ValueVision Common Stock Purchase Warr
20, 2001 between NBC and the Registran
2004 Omnibus Stock Plan.(V)+
Form of Stock Option Agreement (Employ
Omnibus Stock Plan.(W)+
Form of Stock Option Agreement (Execut
2004 Omnibus Stock Plan.(W)+
Form of Stock Option Agreement (Execut
2004 Omnibus Stock Plan.(W)+
Form of Stock Option Agreement (Direct
under 2004 Omnibus Stock Plan.(W)+
Form of Stock Option Agreement (Direct
under 2004 Omnibus Stock Plan.(W)+
Stock Purchase Agreement dated as of F
between GE Capital Equity Investments,
Onshore, LP, Delta Institutional, LP,
Delta Offshore, Ltd.(Z)
Stock Purchase and Registration Agreem
8, 2005 between GE Capital Equity Inve
Janus Investment Fund.(Y)
Stock Purchase and Registration Agreem
8, 2005 between GE Capital Equity Inve
Caxton International Limited.(Y)
Stock Purchase and Registration Agreem
8, 2005 between GE Capital Equity Inve
Magnetar Investment Management, LLC.(Y
Stock Purchase and Registration Agreem
8, 2005 between GE Capital Equity Inve
Ambrose Master Fund, Ltd., RCG Halifax
Securities, LLC, Starboard Value and O
Parche, LLC and Ramius Master Fund, Lt
Employment Agreement between the Regis
Venberg dated May 3, 2004.(X)+
Form of Change of Control and Severanc
Executive Officers.(AA)+
Form of Resale Restriction Agreement w
Officers.(BB)+
2006 Long Term Incentive Plan.(CC)+
Description of Director Compensation P
Form of Restricted Stock Agreement (Di
Omnibus Stock Plan. (DD)
Significant Subsidiaries of the Regist
Consent of Independent Registered Publ
Consent of Independent Registered Publ
Consent of Independent Registered Publ
amendment)++
Powers of Attorney**
Rule 13a-14(a)/15d-14(a) Certification
Officer.*
Rule 13a-14(a)/15d-14(a) Certification
Officer.*
Section 1350 Certification of Chief Ex
Section 1350 Certification of Chief Fi
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EXHIBIT

NUMBER EXHIBIT

99.1 Audited Financial Statements for Ralph Lauren Media, LLC as
of April 1, 2006, and for the fifteen- month period ended
April 1, 2006*

99.2 Audited Financial Statements for Ralph Lauren Media, LLC as
of March 31, 2007, and for the year en ded March 31, 2007 ++

* Filed herewith.

** Included with Signatures.
+ Management compensatory plan/arrangement.
++ To be filed by amendment.

(A) Incorporated herein by reference to Quantune&liCorporation's Registration Statement on Forfin fBed on March 13, 1998, File No.
333-47979.

(B) Incorporated herein by reference to the Regidls Quarterly Report on Form 10-QSB for the qrazhded August 31, 1994, filed on
September 13, 1994, File No. 0-20243.

(C) Incorporated herein by reference to the desoripf this program contained in the Registra@tsrent Report on Form B-dated June 1
20086, filed on June 20, 2006, File No. 0-20243.

(D) Incorporated herein by reference to the Regits Proxy Statement in connection with its anmueéting of shareholders held on August
17, 1994, filed on July 19, 1994, File No. 0-20243.

(E) Incorporated herein by reference to the Regyigs Annual Report on Form 10-K for the fiscalryeaded January 31, 1998, filed on April
30, 1998, File No. 0-20243.

(F) Incorporated herein by reference to the Regyigis Current Report on Form 8-K dated March 891%fd on March 18, 1999, File No. 0-
20243.

(G) Incorporated herein by reference to the Regyis's Current Report on Form 8-K dated April 1599, %iled on April 29, 1999, File No. 0-
20243.

(H) Incorporated herein by reference to the Regitls Registration Statement on Form S-8, fileGeptember 25, 2000, File No. 333-46572.

() Incorporated herein by reference to the Regigts Quarterly Report on Form 10-Q for the quasteted July 31, 1999, filed on September
14, 1999, File No. 0-20243.

(J) Incorporated herein by reference to the Regjiss Annual Report on Form 10-K for the fiscalryeaded January 31, 2000, File No. O-
20243.

(K) Incorporated herein by reference to the Reagigts Registration Statement on Form S-8, fileeptember 25, 2000, File No. 333-46576.

(L) Incorporated herein by reference to the Regigts Quarterly Report on Form 10-Q for the quasteted October 31, 2000, filed on
December 14, 2000, File No. 0-20243.

(M) Incorporated herein by reference to the Regigts Annual Report on Form 10-K for the fiscalryeaded January 31, 2001, File No. 0-
20243.

(N) Incorporated herein by reference to the Regitts Registration Statement on Form S-8 filedaudry 25, 2002, File No. 333-81438.

(O) Incorporated herein by reference to the Regiss Quarterly Report on Form 10-Q for the quaateted April 30, 2001, filed on June 14,
2001, File No. 0-20243.

(P) Incorporated herein by reference to the Remjiés Proxy Statement in connection with its anmuedting of shareholders held on June 20,
2002, filed on May 23, 2002, File No-20243.



(Q) Incorporated herein by reference to the Regiss Current Report on Form 8-K Dated May 16, 26021 on May 17, 2002, File No. 0-
20243.

(R) Incorporated herein by reference to the Regyigts Annual Report on Form 10-K for the fiscalryeaded January 31, 2003, File No. O-
20243.

(S) Incorporated herein by reference to the Reggiss Current Report on Form 8-K dated Decemb20Q3, filed on December 3, 2003, File
No. (-20243.

(T) Incorporated herein by reference to the Regigts Quarterly Report on Form 10-Q for the quasteted June 30, 2003, filed on August
15, 2003, File No. 0-20243.
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(U) Incorporated herein by reference to the Regis
Statement on Form S-8 filed on March 19, 2004

(V) Incorporated herein by reference to the Regis
connection with its annual meeting of shareho
filed on May 23, 2006, File No. 0-20243.

(W) Incorporated herein by reference to the Regis
Form 8-K dated January 14, 2005, filed on Jan
0-20243.

(X) Incorporated herein by reference to the Regis
Form 10-Q for the quarter ended April 30, 200
File No. 0-20243.

(2) Incorporated by reference to the Schedule 13D
February 11, 2005, filed February 15, 2005, F

(Y) Incorporated herein by reference to the Regis
Statement on Form S-3 filed on July 29, 2005,

(AA) Incorporated by reference to the description
the Registrant's Current Report on Form 8-K d
on August 26, 2005, File No. 0-20243.

(BB) Incorporated herein by reference to the Regis
Form 10-Q for the quarter ended October 29, 2
2005, File No. 0-20243.

(CC) Incorporated herein by reference to the Regis
Form 8-K dated December 19, 2005, filed on De
0-20243.

(DD) Incorporated herein by reference to the Regis
Form 8-K dated June 21, 2006, filed on June 2

(EE) Incorporated herein by reference to the Regis
Statement on Form S-8 filed on December 22, 2

(FF) Incorporated herein by reference to the Regis
Form 8-K dated March 28, 2007, filed on April
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigthas duly caused this report to be
signed on its behalf by the undersigned, theredutyp authorized, on April 17, 2007.

VALUEVISION MEDIA, INC.
(Registrant)

By: /sl WLLIAM J. LANSI NG

WIlliamJ. Lansing
Chi ef Executive Oficer and
Pr esi dent

Each of the undersigned hereby appoints Williairahsing and Frank P. Elsenbast, and each of theti {udl power to act alone), as
attorneys and agents for the undersigned, withpimier of substitution, for and in the name, pland stead of the undersigned, to sign and
file with the Securities and Exchange Commissiodeurthe Securities Act of 1934, any and all amemdmand exhibits to this annual report
on Form 10-K and any and all applications, instraotagand other documents to be filed with the Sgearand Exchange Commission
pertaining to this annual report on Form 10-K oy amendments thereto, with full power and authaodtgo and perform any and all acts and
things whatsoever requisite and necessary or tsifdursuant to the requirements of the Seculiie@hange Act of 1934, this report has
been signed below by the following persons on Hedfahe registrant and in the capacities indicaiadApril 17, 2007.

NAME TITLE

/s/ WILLIAM J. LANSING Chief Executive Officer President and Director

(Principal Executive Officer)

William J. Lansing

/sl FRANK P. ELSENBAST Senior Vice President Finance, Chief Financial
Officer

(Principal Financial and Accounting Officer)

Frank P. Elsenbast

/sl MARSHALL S. GELLER Chairman of the Board

Marshall S. Geller

/sl JAMES J. BARNETT Director

James J. Barnett

/sl JOHN D. BUCK Director
John D. Buck
/sl RONALD J. HERMAN, JR. Director

Ronald J. Herman, Jr.

/s/ DOUGLAS V. HOLLOWAY Director

Douglas V. Holloway

/sl JAY IRELAND Director

Jay Ireland
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/s/ ROBERT J. KORKOWSKI

Robert J. Korkowski

/sl GEORGE A. VANDEMAN

Director

Director



George A. Vandeman
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10.6 Amendment No. 1 to the 2001 Omnibus St
Registrant
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10.12 Option Agreement between the Registran
dated June 21, 2001
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EXHIBIT 21
SIGNIFICANT SUBSIDIARIES OF THE REGISTRANT

All of the Company's subsidiaries listed below atelly owned.

NAME STAT E OF INCORPORATION
ValueVision Media, Inc. Minnesota
VVI LPTV, Inc. Minnesota
ValueVision Direct Marketing Company, Inc. Minnesota
VVI Fulfillment Center, Inc. Minnesota
Packer Capital, Inc. Minnesota
Enhanced Broadcasting Technologies, Inc. Minnesota
losota, Inc. Delaware
FanBuzz, Inc. Delaware
FanBuzz Retall, Inc. Delaware
ValueVision Media Acquisitions, Inc. Delaware

ValueVision Retail, Inc. Delaware



EXHIBIT 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statement No. 33-93006 on Form S-3 amgifRation Statement Nos. 33-60549,
33-68646, 33-68648, 33-96950, 333-40973, 333-40383,75803, 333-84705, 333-46572, 333-46576, 33881333-113736, and 333-
139597 on Form S-8 of our reports dated April XQ2relating to the consolidated financial statetmand financial statement schedule of
ValueVision Media, Inc. (which report expresseduaqualified opinion and included an explanatoryagaaph relating to the Company's
change in its method of accounting for stock-basmdpensation in 2006) and management's reporteaftbctiveness of internal control
over financial reporting appearing in this AnnuapRrt on Form 10-K of ValueVision Media, Inc. fteetyear ended February 3, 2007.

DELOITTE & TOUCHE LLP
Minneapolis, MN
APRIL 11, 2007



EXHIBIT 23.2
CONSENT OF INDEPENDENT AUDITORS

We consent to the use in this annual report on Hdi+K of ValueVision Media, Inc. and to the incorption by reference in Registration
Statement No. 33-93006 on Form S-3 and Registr&tatement Nos. 33-60549, 33-68646, 33-68648, 35®6333-40973, 333-40981, 333-
75803, 333-84705, 333-46572, 333-46576, 333-81338,113736, and 333-139597 on Form S-8 of ValueVviisiledia, Inc. of our report
dated October 30, 2006, (April 11, 2007 as to Nidtg (which report expresses an unqualified opiriod includes two explanatory
paragraphs related to a change in the fiscal yahaad a change in ownership interests) relatélaetdinancial statements of Ralph Lauren
Media, LLC as of and for the 15 month period endedl 1, 2006, appearing in this Annual Report @ri 10-K of ValueVision Media, Inc.
for the year ended February 3, 2007.

DELOITTE & TOUCHE LLP
New York, New York
APRIL 11, 2007



EXHIBIT 31.1
CERTIFICATION
[, William J. Lansing, certify that:
1. I have reviewed this annual report on Form 16fKalueVision Media, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a materialdacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

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

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and procedareaused such disclosure controls and procsdaoiee designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) designed such internal control over finanoggarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) evaluated the effectiveness of the registraligslosure controls and procedures and presentiusi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) disclosed in this report any change in thestegint's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

(a) all significant deficiencies and material weaesses in the design or operation of internal coptrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefrmaincial information; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmiifiole in the registrant's internal
control over financial reporting.

/sl WLLIAM J. LANSI NG

WlliamJ. Lansing
Chi ef Executive O ficer and President
(Principal Executive Oficer)

April 17, 2007



EXHIBIT 31.2
CERTIFICATION
I, Frank P. Elsenbast, certify that:
1. I have reviewed this annual report on Form 16fKalueVision Media, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a materialdacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

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

4. The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) designed such disclosure controls and procedareaused such disclosure controls and procsdaoiee designed under our supervision,
to ensure that material information relating to thgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) designed such internal control over finanoggarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) evaluated the effectiveness of the registraligslosure controls and procedures and presentiusi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) disclosed in this report any change in thestegint's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer anthlve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

(a) all significant deficiencies and material weaesses in the design or operation of internal coptrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefrmaincial information; and

(b) any fraud, whether or not material, that inesmanagement or other employees who have a s@gmiifiole in the registrant's internal
control over financial reporting.

/'s/ FRANK P. ELSENBAST

Frank P. El senbast
Seni or Vice President Finance, Chief Financial Oficer
(Principal Financial Oficer)

April 17, 2007



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, William J. Lansing, Chief Executive Officer ofalueVision Media, Inc. (the "Company"), certify,rpuant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, that:

1. The Annual Report on Form 10-K of the Compamtlie annual period ended February 3, 2007 (th@d8R® fully complies with the
requirements of
Section 13(a) and 15(d) of the Securities Exchakgjeof 1934 (15 U.S.C. 78m); and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

/'s/ WLLIAM J. LANSI NG

WlliamJ. Lansing
Chi ef Executive Oficer and President
(Principal Executive Oficer)

April 17, 2007



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Frank P. Elsenbast, Chief Financial Officer aflieVision Media, Inc. (the "Company"), certify,rpuant to Section 906 of the Sarbanes-
Oxley Act of 2002, 18 U.S.C. Section 1350, that:

1. The Annual Report on Form 10-K of the Compamtlie annual period ended February 3, 2007 (th@d8R® fully complies with the
requirements of
Section 13(a) and 15(d) of the Securities Exchakgjeof 1934 (15 U.S.C. 78m); and

2. The information contained in the Report fairhegents, in all material respects, the financialdition and results of operations of the
Company.

/'s/ FRANK P. ELSENBAST

Frank P. El senbast
Vi ce President Finance, Chief Financial Oficer
(Principal Financial Oficer)

April 17, 2007



EXHIBIT 99.1
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INDEPENDENT AUDITORS' REPORT
To the Members of Ralph Lauren Media, LLC

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

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

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

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

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

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



RALPH LAUREN MEDIA, LLC

BALANCE SHEET
APRIL 1, 2006
(IN THOUSANDS)

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

LIABILITIES AND PARTNERS' CAPITAL

CURRENT LIABILITIES:

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

See accompanying notes to financial statements.



RALPH LAUREN MEDIA, LLC

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

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

Gross profit 70,488
OPERATING EXPENSES---

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

See accompanying notes to financial statements.



RALPH LAUREN MEDIA, LLC

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

POLO RALPH
LAUREN
CORPORATION

PARTNERS' CAPITAL --

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

PARTNERS' CAPITAL -

April 1, 2006 $ 18,29 0

See accompanying notes to financial statements.

BROADCASTING
COMPANY, INC.

NATIONAL

VALUEVISION

MEDIA, INC.

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

$ (5999 $ 25217

$

$

TO

TAL

17,041
1,049

(2,000)



RALPH LAUREN MEDIA, LLC

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

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

Net cash provided by operating ac

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Distribution of capital

Cash used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS --- Beginning of period

CASH AND CASH EQUIVALENTS --- End of period

See accompanying notes to financial statements.

provided by operating activities:

tivities

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

(176)
3,440

20,222

13,582



RALPH LAUREN MEDIA, LLC

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

1. BUSINESS AND ORGANIZATION

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

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

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

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

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

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




BASIS OF PRESENTATION (CONTINUED):

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

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

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

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

ADVERTISING COSTS-- In accordance with Americantinge of Certified Public Accountants ("AICPA")&ement of Position ("SOP")
No. 93-7, Reporting on Advertising Costs, advertisingtspmcluding the costs to produce advertising,ex@ensed upon the first time that
the advertisement is exhibited. Advertising expemas approximately $5.0 million for Fiscal 2006 €f& were no deferred advertising costs
recorded as of April 1, 2006.

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

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

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

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

determined under fair value based method for all

awards (224)

Pro forma net income $21,194

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

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

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

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

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

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

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

CONCENTRATION OF CREDIT RISKS--The Company is pdtally exposed to credit risk primarily due to catgposits. The Company
reduces this risk by depositing all of its fundshaa number of major banks and financial institasi@nd investing in highuality instruments

4. RECENTLY ISSUED ACCOUNTING STANDARDS

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

Under FAS 123R, all forms of share-based paymengsriployees, including stock options, would beteéas compensation and recognized
in the statement of operations based on theivtlire at the date of grant for awards that actuadht. This standard is effective for awards
granted, modified or settled by the Company begigrin April 2, 2006. The Company has historicattg@unted for stock-based
compensation under APB 25 and has adopted FAS &#8Btive as of Fiscal 2007 under the modified peative transition method. The
adoption of FAS 123R did not have a material impmercits financial statements. This program is madagy Polo and the cost is allocated to
the Company.

In May 2005, the FASB issued Statement No. 154 o08inting Changes and Error Corrections ("FAS 198AS 154 generally requires that
accounting changes and errors be applied retraspBctFAS 154 is effective for accounting changes corrections of errors made in fiscal
years beginning after December 15, 2005. The aolopti FAS 154 did not have a material impact offiitancial statement:

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

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

In September 2006, the SEC issued Staff AccourBinetin No. 108 ("SAB 108"). SAB 108 addresses pinecess and diversity in practice
of quantifying financial statement misstatemensulting in the potential build-up of improper amésion the balance sheet. The Company
will be required to adopt the provisions of SAB Jii8iscal year 2007. The Company does not exgexatoption of SAB 108 to have a
material impact on its financial statements.
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RECENTLY ISSUED ACCOUNTING STANDARDS (CONTINUED):

In March 2006, the FASB issued Statement No. 1®m@0o#nting for Servicing of Financial Assets ("FASGI) -- an amendment of FASB
Statement No. 140, Accounting for Transfers andiSieig of Financial Assets and Extinguishments aftilities, with respect to the
accounting for separately recognized servicingtasaed servicing liabilities. This statement iseeffve as of the beginning of an entity's first
fiscal year that begins after September 15, 2066.Company believes FAS 156 does not have an ingpeits financial statements.

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

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

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

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

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

-10-



5. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

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

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

6. PARTNERS' CAPITAL

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

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

7. STOCK-BASED COMPENSATION

In connection with the hiring of key executives]dloas issued options for the purchase of Polo comstock and restricted stock units to
certain executives of the Company. Polo grante@1options on June 15, 2005 at an exercise pfi$d205 equal to fair market value at
the date of grant. The options become exercisaltédbly, over a three-year vesting period for emgésy The stock options generally expire
either seven or ten years from the date of grams iE managed by Polo.

Polo granted 3,400 restricted stock units on Jine&Q05, which are subject to Polo's satisfactiopesformance goals and will vest in three
equal installments on the first three anniversasfabe grant date through June 15, 2008. Perfocerased restricted stock units also are
payable in shares of Polo's common stock and mstyower

(1) a three-year period of time (cliff vesting) bgect to the employee's continuing employment apld'® satisfaction of certain performance
goals over the three-year period; or (2) ratablgravthree-year period of time (graded vesting)jexii to the employee's continuing
employment during the applicable vesting period #wedachievement by the Company of separate apeufirmance goals. Compensation
expense for performance-based restricted stock ismiecognized over the service period when attait of the performance goals is
probable. The is accounted as variable arrangemBmésCompany is required to reimburse Polo forekgense and has recorded
compensation expense of $0.3 million in Fiscal 26#éted to the restricted stock units and areuhed in SG&A.
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8. SIGNIFICANT AGREEMENTS

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

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

9. RELATED PARTY TRANSACTIONS

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

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

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

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

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

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

10. SUBSEQUENT EVENTS

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

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

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

-13-



