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PART | — FINANCIAL INFORMATION

tem 1. FINANCIAL STATEMENTS

VALUEVISION MEDIA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

ASSETS
Current assets:
Cash and cash equivalents
Restricted cash and investments
Accounts receivable, net
Inventories
Prepaid expenses and other
Total current assets

Property & equipment, net

FCC broadcasting license

Other assets

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Deferred revenue
Total current liabilities
Capital lease liability
Deferred revenue
Deferred tax liability
Long term credit facility
Total liabilities
Commitments and contingencies
Shareholders' equity:

Common stock, $.01 per share par value, 100,00G068fes authorized; 55,185,123 and
49,844,253 shares issued and outstanding

Warrants to purchase common stock
Additional paid-in capital
Accumulated deficit

Total shareholders' equity

The accompanying notes are an integral part oktheadensed consolidated financial statements.

(Unaudited)

3

August 2,
2014

February 1,
2014

(In thousands, except share and

per share data)

20,79  $ 29,17
2,10( 2,10(
92,97: 107,38¢
52,33: 51,16:
6,46: 6,03:
174,65 195,85°
26,61¢ 24,95;
12,00( 12,00(
1,062 89€
21433 $ 233,70
59,03  $ 77,29¢
37,78¢ 38,53
85 85
96,90« 115,91¢
62 88

292 33t
1,551 1,15¢
38,00( 38,00(
136,80¢ 155,49°
552 49¢

— 53z
414,31( 410,68:
(337,33) (333,50
77,52¢ 78,20¢
214,33 $  233,70!
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net sales
Cost of sales
Gross profit
Operating expense:
Distribution and selling
General and administrative
Depreciation and amortization
Activist shareholder response costs
CEO transition costs
Total operating expense
Operating income (loss)
Other income (expense):
Interest income
Interest expense
Total other expense
Income (loss) before income taxes
Income tax provision
Net income (loss)

Net income (loss) per common share

VALUEVISION MEDIA, INC. AND SUBSIDIARIES

(Unaudited)
(In thousands, except share and per share data)

Net income (loss) per common share — assuming dilan
Weighted average number of common shares outsigndin

Basic
Diluted

For the Three-Month
Periods Ended

For the Six-Month
Periods Ended

August 2, August 3, August 2, August 3,
2014 2013 2014 2013

$ 156,58 $ 148,56 $ 316,28¢ $ 299,91¢
96,15 92,90" 195,84 187,22¢
60,43t 55,657 120,44 112,69(
50,11( 46,54 99,83¢ 92,79¢
6,77¢ 6,177 12,68¢ 12,06¢
2,165 3,09¢ 4,431 6,30¢
2,47 —_ 3,51¢ —_
2,62( — 2,62( —
64,14: 55,811 123,09¢ 111,16¢
(3,707 (160) (2,65E) 1,52¢
6 3 6 14
(387) (349) (779) (726)
(381) (345) (772) (712)
(4,089 (50%) (3,429 812
(201) (294) (402) (58¢)
$ (4,289 $ (799 $ (3,829 $ 224
$ (0.09 $ (0.0 $ (0.09 $ —
$ (0.08) $ (0.0 $ (0.08) $ —
52,199,79 49,406,56 51,022,02 49,316,53
52,199,79 49,406,56 51,022,02 55,206,94

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF SHAREHOLDERS' E QUITY
FOR THE SIX-MONTH PERIOD ENDED AUGUST 2, 2014
(Unaudited)
(In thousands, except share data)

Common

Common
LC'( Stock Additional Total
Number Par Purchase Paid-In Accumulated  Shareholders'
of Shares Value Warrants Capital Deficit Equity
BALANCE, February 1, 2014 49,844,25 $ 49 % 53 $ 410,68: $(333,50) $ 78,20¢
Net loss — — — — (3,829 (3,829
Common stock issuances pursuant to equity
compensation plans 282,12¢ 3 — 22¢ — 232
Share-based payment compensation — — — 2,91¢ — 2,91¢
Common stock issuance - warrant exercise 5,058,74 51 (539 482 — —
BALANCE, August 2, 2014 55,185,12 $ 55z $ — $ 41431 $(337,33) $ 77,52¢

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

For the Six-Month
Periods Ended

August 2, August 3,
2014 2013
OPERATING ACTIVITIES:
Net income (loss) $ (3,829 $ 224
Adjustments to reconcile net income (loss) to rehcprovided by (used for) operating activities:
Depreciation and amortization 4,641 6,40z
Share-based payment compensation 2,91¢ 1,65(
Amortization of deferred revenue (43 (43
Amortization of deferred financing costs 10z 101
Deferred income taxes 39z 58C
Changes in operating assets and liabilities:
Accounts receivable, net 14,41 13,62:
Inventories, net (1,270 (12,810
Prepaid expenses and other (399 (70€)
Accounts payable and accrued liabilities (19,189 2,70t
Net cash provided by (used for) operating actisgitie (2,155 12,72«
INVESTING ACTIVITIES:
Property and equipment additions (6,139 (3,825
Purchase of NBC trademark license — (2,830
Net cash used for investing activities (6,139 (6,65%)
FINANCING ACTIVITIES:
Payments for deferred issuance costs (300 (264)
Payments on capital leases (26) —
Proceeds from exercise of stock options 232 78
Net cash used for financing activities (94) (18€)
Net increase (decrease) in cash and cash equisalent (8,387 5,88:
BEGINNING CASH AND CASH EQUIVALENTS 29,17; 26,471
ENDING CASH AND CASH EQUIVALENTS $ 20,79( $ 32,36(
SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid $ 67¢ $ 62¢
Income taxes paid $ 22 $ 16
SUPPLEMENTAL NON-CASH INVESTING AND FINANCING ACTIV ITIES:
Property and equipment purchases included in a¢cs@ayable $ 64: $ 262
Non-cash warrant exercise $ 53¢ $ —

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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VALUEVISION MEDIA, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
August 2, 2014
(Unaudited)

(1) General

ValueVision Media, Inc. and its subsidiaries ("w&ur," "us," or the "Company") is a digital comroercompany that markets, sells
distributes products to consumers through TV, ted&ye, online, mobile and social media. The Compapgrates a 2#our televisiol
shopping network, ShopHQ, which is distributed ity through cable and satellite affiliation agmeents, through which it offers bre
name and private label products in the categofigsnelry & watches; home & consumer electroniosality, health & fitness; and fashior
accessories. Orders are fulfilled via telephondinerand mobile channels. The television networdliggributed into approximatel§7 million
homes, primarily through cable and satellite a&ffibn agreements and agreements with telecommionisatompanies such as AT&T ¢
Verizon. Programming is also streamed live on titerhet at ShopHQ.com and is also available omabile channels. Programming is ¢
distributed through a Compamywned full power television station in Boston, Madsusetts and through leased carriage on a fullej
television station in Seattle, Washington.

The Company also operates ShopHQ.com, a compreieetigiital commerce platform that sells productsalvrappear on its televisi
shopping channel as well as an extended assortfientline-only merchandise. The live programming and prodactsalso marketed \
mobile devices, including smartphones and tabéetd,through the leading social media channels.

In May 2013, the Company announced its intentiometrand its 24our television shopping network, ShopNBC, andcd@smpaniol
digital commerce internet website, ShopNBC.com, amdanuary 31, 2014, the Company officially traased to its new brand, ShopHQ
ShopHQ.com, to reinforce its positioning as thepgliog headquarters for customers.

(2) Basis of Financial Statement Presentation

Principles of Consolidation

The accompanying unaudited condensed consolidataddial statements have been prepared by the Gonmpasuant to the rules
regulations of the Securities and Exchange Comoms§iSEC"). Certain information and footnote distlees normally included in financ
statements prepared in accordance with generattepied accounting principles ("GAAP") in the Unit&dates of America have be
condensed or omitted in accordance with these rateb regulations. The accompanying condensed ddased balance sheet as
February 1, 2014 has been derived from the Compasydited financial statements for the fiscal yeaded February 1, 2014 The
information furnished in the interim condensed adidsited financial statements includes normal neegr accruals and reflects
adjustments which, in the opinion of managemers,recessary for a fair presentation of these fimhustatements. Although managen
believes the disclosures and information preseatedadequate, these interim condensed consolifiagattial statements should be rea
conjunction with the Company’s most recent audftedncial statements and notes thereto includetsiannual report on Form 10or the
fiscal year ended February 1, 2014 . Operatingltse$or the six-month period ended August 2, 2@td not necessarily indicative of
results that may be expected for the fiscal yedimgnJanuary 31, 2015 .

The accompanying condensed consolidated finanizEitdraents include the accounts of the Company tanahiolly owned subsidiarie
Intercompany accounts and transactions have beemated in consolidation.

Fiscal Year

The Company's fiscal year ends on the Saturdayesetr January 31. References to years in thigtreglate to fiscal years, rather tl
to calendar years. The Company’s most recently éstex fiscal year, fiscal 2013 , ended on Febrdarg014, and consisted of 52 wee
Fiscal 2014 will end on January 31, 2015, and edghtain 52 weeks. The quarters ended August 24 26dl August 3, 2018ach consisted
13 weeks.

(3) Fair Value Measurements

GAAP utilizes a fair value hierarchy that priorgiz the inputs to valuation techniques used to nnedair value into three broad leve
The fair value hierarchy gives the highest priotityobservable quoted prices (unadjusted) in aatiaekets for identical assets (Leve
measurement), then priority to quoted prices familgir instruments in active markets, quoted prif@sidentical or similar instruments
markets that are not active and model-based valuétichniques for which all significant
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assumptions are observable in the market (Levet@surement) and the lowest priority to unobservilgets (Level 3 measurement).

As of August 2, 2014 and February 1, 2014 , the gamy had $2,100,00@ Level 2 investments in the form of bank certfies o
deposit which are used as cash collateral forgbgaince of commercial letters of credit. The Comiisganvestments in certificates of depc
were measured using inputs based upon quoted gacesmilar instruments in active markets and,réfiere, were classified as Leve
investments. As of August 2, 2014 and February0l42, the Company also had a lalegm variable rate bank credit loan with a carr
value of $38,000,000The fair value of the variable rate bank loanragpnates and is based on its carrying value. Thim@any has no Lev
3 cash investments that use significant unobsesviaplts.

(4) Intangible Assets

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

Weighted August 2, 2014 February 1, 2014
Average Gross Gross
Life Carrying Accumulated Carrying Accumulated
(Years) Amount Amortization Amount Amortization
Indefinite-lived intangible assets:
FCC broadcast license $ 12,000,00 $ 12,000,00

As of August 2, 2014 and February 1, 201the Company had an intangible FCC broadcastiognfie with a carrying value
$12,000,000 and a current estimated fair value &, #0,000 .The Company annually reviews its FCC televisionadieast license f
impairment in the fourth quarter, or more frequegrflan impairment indicator is present. The Compastimates the fair value of its F
television broadcast license primarily by usingoimebased discounted cash flow models with the assistahan independent outside
value consultant. The discounted cash flow modéligeia range of assumptions including revenuesyating profit margin, projected cap
expenditures and an unobservable discount rate Cbingpany concluded that the inputs used in itsgitde FCC broadcasting license a
valuation are Level 3 inputs related to this valhrat The Company also considers comparable assdtemand sales data for rec
comparable market transactions for standaloneigégvbroadcasting stations to assist in determgiféir value.

While the Company believes that its estimates asslraptions regarding the valuation of the license asonable, differe
assumptions or future events could materially affiscvaluation. In addition, due to the illiquidture of this asset, the Company's valu:
for this license could be materially different ifwere to decide to sell it in the short term whiapon revaluation, could result in a fut
impairment of this asset.

Amortization expense related to an expired NBClderaark license was $999,000 and $1,999,000 fathtlee and six month periods,
respectively, ended August 3, 2013 .

(5) Credit Agreement

On February 9, 2012, the Company entered into ditcaad security agreement (the "Credit Facilitwi}h PNC Bank, N.A. ("PNC"),
member of The PNC Financial Services Group, Ireleader and agent. On January 31, 2014, the Congdared into a third amendmen
its revolving credit and security agreement with@ s previously amended that, among other thingsgased the size of the revolving
of credit from $50 million to $60 million and pralés for a $15 millioterm loan on which the Company will draw to fundesgpansion at tt
Company's distribution facility in Bowling GreengKtucky.

The revolving line of credit under the Credit Faigjlas amended, bears interest at LIBOR plusp&annum. All borrowings under 1
amended Credit Facility mature and are payable ayp M 2018. Subject to certain conditions, the €ieakility also provides for the issual
of letters of credit in an aggregate amount up &onsillion which, upon issuance, would be deemed advances wheeCredit Facility
Remaining capacity under the Credit Facility, cotle$21.3 million , provides liquidity for workingapital and general corporate purposes.

Maximum borrowings and available capacity under dneended revolving Credit Facility are equal to ksser of $60 millioror ¢
calculated borrowing base comprised of eligiblecatts receivable and eligible inventory. The Cré&@itility is secured by substantially al
the Company’s personal property, as well as the @myl's real properties located in Eden Prairie, Minnesotd Bowling Green, Kentucl
Under certain circumstances, the borrowing base beagdjusted if there were to be a significant metation in value of the Compary’
accounts receivable and inventory. The Credit Fgdd subject to mandatory prepayment in certainurnstances. In addition, if the tc
Credit Facility is terminated prior to maturity,ettCompany would be required to pay an early tertiindee of 1.0%f terminated on ¢
before May 1, 2015; 0.5% terminated on or before May 1, 2016; and noiféerminated after May 1, 2016. Interest experessmrded und:
the Credit Facility's revolving line of credit
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for the three and six-month periods ended Augug024 was $383,000 and $774,000 , respectively$8d8,000 and $726,006r the thre
and six month periods ended August 3, 2013 .

If drawn, the term loan shall bear interest atezitfi) a fixed rate based on the LIBOR Rate foeiiest periods of one , two , threesix
months, or (ii) a daily floating alternate baseeréihe “Base Rate”), plus a margin of 5% on theeBRate and 6%n the LIBOR Rate un
January 31, 2015, at which time the margin shailsiceach fiscal year to a rate consisting of betw#% and 5%n Base Rate term loans i
5% to 6% on LIBOR Rate term loans based on the Gmyip leverage ratio as demonstrated in its auditeghfiral statements. Princi
borrowings under the term loan are to be payablmanthly installments over an 84onth amortization period commencing on Janua
2015 and are also subject to mandatory prepaymecgriain circumstances, including, but not limitedif the outstanding borrowings
more than the borrowing base and upon receipt dhiceproceeds from dispositions of collateral. Thed amendment also provides 1
borrowings under the term loan, if made, are sultifemandatory prepayment starting in the fiscaryending January 31, 2016 in an am
equal to fifty percent ( 50% ) of excess cash ffowsuch fiscal year, with any such payment natxoeed $3,750,000 any such fiscal yee
As of August 2, 2014 , there were no borrowingseauriie Credit Facility term loan.

The amended Credit Facility contains customary pamés and conditions, including, among other thimgaintaining a minimum ¢
unrestricted cash plus facility availability of $haillion at all times and limiting annual capital expenditrCertain financial covenar
including minimum EBITDA levels (as defined in tledit Facility) and a minimum fixed charge coveragtio, become applicable onl
unrestricted cash plus facility availability falelow $16 millionor upon an event of default. In addition, the Cré&gicility places restrictiol
on the Company ability to incur additional indebtedness or pgepaisting indebtedness, to create liens or otimeumbrances, to sell
otherwise dispose of assets, to merge or conselidéth other entities, and to make certain residcpayments, including payments
dividends to common shareholders. As of August®,42 the Company was in compliance with the appledinancial covenants of t
amended Credit Facility.

Costs incurred to obtain amendments to the Crealiiliy of approximately $710,008nd unamortized costs incurred to obtain
original Credit Facility totaling $466,000 have hedeferred and are being expensed as additiorsaksttover the fiveyear term of the Crec
Facility.

(6) Share-Based Compensation - Stock Option Awards

Compensation is recognized for all share-based easgiion arrangements by the Company. Shaded compensation expense fol
second quarters of fiscal 2014 and fiscal 2013tedldo stock option awards was $1,319,000 and $687, respectively. Stodkase:
compensation expense for the first six-months sfdi 2014 and fiscal 2013 related to stock optiwards was $2,063,000 and $1,248,000
respectively. The Company has not recorded anyniectax benefit from the exercise of stock optione tb the uncertainty of realizi
income tax benefits in the future.

As of August 2, 2014 , the Company had amenibus stock plan for which stock awards can lreeatly granted: the 2011 Omnit
Incentive Plan that provides for the issuance ofauf,000,000shares of the Company's stock. The 2004 Omnibars &tpired on June :
2014. No further awards may be made under the 2884ibus Plan, but any award granted under the 20@4ibus Plan and outstanding
June 22, 2014 will remain outstanding in accordamitie its terms. The 2001 Omnibus Stock Plan expoe June 21, 2011. The 2011 pls
administered by the human resources and compensatimmittee of the board of directors and providedwards for employees, direct
and consultants. All employees and directors of @loenpany and its affiliates are eligible to receaweards under the plan. The type:
awards that may be granted under the plan incledg¢ricted and unrestricted stock, incentive andstatatory stock options, stc
appreciation rights, performance units, and othecksbased awards. Incentive stock options may be giatemployees at such exert
prices as the human resources and compensation itteenmay determine but not less than 108R0the fair market value of the underly
stock as of the date of grant. No incentive stogiiom may be granted more than 10 yeaiter the effective date of the respective p
inception or be exercisable more than 10 yediey the date of grant. Options granted to outdidectors are nonstatutory stock options
an exercise price equal to 100% of the fair maviedie of the underlying stock as of the date ohgrsVith the exception of markéase:
options, options granted generally vest over tlyesa's in the case of employee stock options andivesediately on the date of grant in
case of director options, and have contractualgdefd0 years from the date of grant.

The fair value of each time-based vesting optiomraws estimated on the date of grant using thekB&choles option pricing moc
that uses assumptions noted in the following tabigected volatilities are based on the histoncdatility of the Company's stock. Expec
term is calculated using the simplified method nigkinto consideration the option's contractual éifel vesting terms. The Company use:
simplified method in estimating its expected optierm because it believes that historical exerdéga cannot be accurately relied upon a
time to provide a reasonable basis for estimatinge&pected term due to the extreme volatility &f stock price and the result
unpredictability of its stock option exercises. Tiek-free interest rate for periods within the contrattife of the option is based on -
U.S. Treasury yield curve in effect at the timegrdnt.
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Expected dividend yields were not used in the ¥alue computations as the Company has never ddctarpaid dividends on its commr
stock and currently intends to retain earninguB® in operations.

Fiscal 2014 Fiscal 2013
Expected volatility 97% - 98% 100%
Expected term (in years) 5 -6 years 6 years
Risk-free interest rate 1.5% - 2.2% 1.1% - 1.8%

Market-Based Stock Option Awards

On October 3, 2012, the Company granted 2,125,@0qualified markebased stock options to its executive officers as phathe
Company's long-term executive compensation progidra.options were granted with an exercise pricg4od0and each option will becor
exercisable in three tranches, as follows, on ttesdwhen the Company's average closing stock foic20 consecutive trading days eqt
or exceeds the following prices: Tranche 1 ( 50%hefshares subject to the option at $6.00 peeyh@ranche 2 ( 25% at $8.@@r share
and Tranche 3 ( 25% at $10.08r share). On August 14, 2013, 50% of this stqatlon grant (Tranche 1) vested and as a resuliyékéng o
the second and third tranches can occur any timer drefore the fifth anniversary of the grant dddet shares issued upon the exercis
these markebased stock options (after shares are potentiathheid to cover the exercise price and applicabitbholding taxes) may not
sold for a period of one year from the date of eiser As of August 2, 2014 , all 2,125,000 mafkased stock option awards w
outstanding. The total grant date fair value wasreged to be $1,998,008nd is being amortized over the derived servicéogerfor eac
tranche.

Grant date fair values and derived service perfodsach tranche were determined using a MonteoQaluation model based
assumptions, which included a weighted averagefréskinterest rate of 0.38% , a weighted averageeed life of 3.3 yearand an implie
volatility of 78% and were as follows for each trhs:

Fair Value Derived Service

(Per Share) Period
Tranche 1 ($6.00/share) $0.93 15 months
Tranche 2 ($8.00/share) $0.95 20 months
Tranche 3 ($10.00/share) $0.95 24 months

A summary of the status of the Company’s stockawpéictivity as of August 2, 2014 and changes dutiegsix-monthshen ended is .
follows:

2011 2004 2001
Incentive Weighted Incentive Weighted Incentive Weighted Other Non- Weighted
Stock Average Stock Average Stock Average Qualified Average
Option Exercise Option Exercise Option Exercise Stock Exercise
Plan Price Plan Price Plan Price Options Price

Balance outstanding,

February 1, 2014 3,083,000 $ 4.0¢ 2,104,000 $ 6.2 1,121,000 $ 6.0t 500,000 $ 4.24
Granted 120,00 $ 3.74 107,000 $ 5.6¢€ — 3 — —  $ —
Exercised (33,000 $ 1.62 (100,000 $ 0.81 (10,000 $ 3.2¢ (35,000 $ 1.82
Forfeited or canceled (27,000 $ 1.62 (241,000 $ 12.0¢ (33,000 $ 13.81 — 3 —

Balance outstanding,

August 2, 2014 3,153,000 $ 4.0€ 1,870,000 ¢ 5.7¢ 1,078,000 $ 5.8t 465,000 $ 4.42
Options exercisable at
August 2, 2014 1,508,000 ¢ 40z 1843000 ¢ 57¢ 1078000 ¢ 58 395,000 ¢  4.5C
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The following table summarizes information regagdétock options outstanding at August 2, 2014 :

Options Outstanding Options Vested or Expected to Vest
Weighted Weighted
Average Average
Weighted Remaining Weighted Remaining
Average Contractual Aggregate Average Contractual Aggregate
Number of Exercise Life Intrinsic Number of Exercise Life Intrinsic
Option Type Shares Price (Years) Value Shares Price (Years) Value
2011 Incentive: 3,153,000 $ 4.0¢ 8.5 $ 2,577,00 3,094,000 $ 4.1C 8.5 $ 2,533,001
2004 Incentive: 1,870,000 ¢ 5.7¢ 5.2 $ 1,229,00 1,867,000 ¢ 5.7 5.2 $ 1,229,001
2001 Incentive: 1,078,000 ¢ 5.8 4.1 $ 863,00! 1,078,000 ¢ 5.8 4.1 $ 863,00!
Non-Qualified: 465,000 ¢ 4.4z 5.9 $ 328,00( 458,00C ¢ 4.4 5.9 $ 323,00

The weighted average grant-date fair value of ogtigranted in the first six-months of fiscal 2014l discal 2013 was $3.75 and $2.83
respectively. The total intrinsic value of optioasercised during the first six-months of fiscal 20dnd fiscal 2013 was $842,0@Mc
$91,000 , respectively. As of August 2, 2014 ,ltataecognized compensation cost related to stptioms was $1,675,008nd is expected
be recognized over a weighted average expectedfldgproximately 1.4 years years.

(7) Restricted Stock and Warrant Exercise

Restricted Sock

Compensation expense recorded for the second quéffiscal 2014 and fiscal 2013 relating to regtd stock grants was $555,0@0c
$154,000 , respectively. Compensation expensededdor the first six-months of fiscal 2014 anaték2013related to restricted stock gra
was $855,000 and $402,000 , respectively. As ofusug, 2014 , there was $2,088,0ff0total unrecognized compensation cost relat
non-vested restricted stock granted. That costpe&ed to be recognized over a weighted averagectad life of 1.2 yeangears. The tot.
fair value of restricted stock vested during thistfsix-months of fiscal 2014 and fiscal 2013 wa$&000 and $1,059,000 , respectively.

On June 18, 2014, the Company granted a total @0B6shares of restricted stock to seven mamagement board members as pz
the Company's annual director compensation progEanh restricted stock award vests on the day inatedd preceding the next ann
meeting of shareholders following the date of graihie aggregate market value of the restrictecksab¢the date of the award w@281,00!
and is being amortized as director compensatioemesg over the twelve -month vesting period.

On March 13, 2014, the Company granted a totaBgd@ shares of restricted stock to certain keyleyegs as part of the Company's long-
term incentive program. The restricted stock wékt/in threeequal annual installments beginning March 13, 201t aggregate marl
value of the restricted stock at the date of thardwvas $314,000 and is being amortized as compensxpense over the thregear vestin
period. During the first quarter of fiscal 2014e tBompany also granted a total of 4,000 sharesstficted stock to two new nananagemel
board members as part of the Company's annualtdireompensation program. Each restricted stockrdwasts on the day immediat
preceding the next annual meeting of shareholdgieifing the date of grant. The aggregate markatevaf the restricted stock at the dat
the award was $23,500 and was amortized as directopensation expense through June 2014.

On November 25, 2013, the Company granted a t6t486,000shares of restricted stock to certain key emplogsegart of the Compan
long-term incentive program. The restricted stodk vest in threeequal annual installments beginning November 23420 he aggrega
market value of the restricted stock at the dathefaward was $2,426,000 and is being amortizezbagpensation expense over the three -
year vesting perioc

During the first half of fiscal 2013, the Compansagted a total of 44,000 shares of restricted stockix nonmanagement bos
members as part of the Company's annual directopeasation program. Each restricted stock awart$ westhe day immediately preced
the next annual meeting of shareholders followheydate of grant. The aggregate market value ofetsteicted stock at the date of the av
was $228,000 and is being amortized as directopemsation expense over the twelve -month vestinigghe

On October 3, 2012, the Company granted 300,00€eshaf markebased restricted stock to certain key employeepasis of the
Company's long-term incentive program. Each rdstlistock award will vest in thréeanches, as follows, on the dates when the Comng
average closing stock price for 20 consecutiveitigadays equals or exceeds the following priceanthe 1 ( 50%f the shares subject to
award at $6.00 per share); Tranche 2 ( 25% at $80Ghare); and Tranche 3 ( 25% at $1@6&0share). On August 14, 2013, 50% of
restricted stock grant (Tranche 1) vested andrasudt, the vesting of the
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second and third tranches can occur any time doefare the fifth anniversary of the grant date. Bleres received upon the vesting of t
marketbased stock restricted awards (after shares aemfmity withheld to cover applicable withholdingxes) may not be sold for a pel
of one year from the date of vesting. As of Augls2014 , 150,000 markbégsed restricted stock awards were outstanding.tdtaégran
date fair value was estimated to be $425,000 ahdiigy amortized over the derived service period®éch tranche.

Grant date fair values and derived service perfodsach tranche were determined using a MonteoQaluation model based
assumptions, which included a weighted averagefreskinterest rate of 0.32% , a weighted averageeed life of 2.8 yearand an implie
volatility of 78% and were as follows for each trhs:

Fair Value Derived Service

(Per Share) Period
Tranche 1 ($6.00/share) $1.48 15 months
Tranche 2 ($8.00/share) $1.39 20 months
Tranche 3 ($10.00/share) $1.31 24 months

A summary of the status of the Company’s non-veststticted stock activity as of August 2, 2014 ahdnges during the siontt
period then ended is as follows:

Weighted

Average

Grant Date

Shares Fair Value
Non-vested outstanding, February 1, 2014 641,00( $4.49
Granted 113,00( $5.26
Vested (104,001 $5.12
Forfeited (33,000 $3.30
Non-vested outstanding, August 2, 2014 617,00( $4.58

Warrant Exercise

On June 24, 2014, GE Equity exercised its commookspurchase warrant in a cashless exercise aoqui;j058,741shares of tr
Company's common stock. The warrants were issuednnection with the issuance of the Company'seSéBi Redeemable Preferred Si
in February 2009. As of August 2, 2014 , therereyr®ther common stock warrants outstanding.

(8) Net Income (Loss) Per Common Share

Basic net income (loss) per share is computed Wigidg reported income (loss) by the weighted ageraumber of shares of comn
stock outstanding for the reported period. Dilutezbme per share reflects the potential diluticat ttould occur if securities or other contr.
to issue common stock were exercised or conventedcommon stock of the Company during reportedbpesr

A reconciliation of net income (loss) per sharecokdtions and the number of shares used in theulediion of basic income (loss) |
share and diluted income (loss) per share is &safsi

Three-Month Periods Ended Six-Month Periods Ended
August 2, August 3, August 2, August 3,
2014 2013 2014 2013
Net income (loss) (a) $ (4,289,000 $ (799,000 $ (3,829,00) $ 224,00(
Weighted average number of shares of common stoistamding
— Basic 52,199,79 49,406,56 51,022,02 49,316,53
Dilutive effect of stock options, non-vested shaard warrants (b) — — — 5,890,40:
Weighted average number of shares of common stoistamding
— Diluted 52,199,79 49,406,56 51,022,02 55,206,94
Net income (loss) per common share $ (0.08 $ (0.02) $ (0.08) $ —
Net income (loss) per common share — assumingiafilut $ (0.0 ¢ (0.0 $ (0.0 % —
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(a) The net loss for the three and six-month pesiahded August 2, 20JGAcludes costs related to an activist shareholdspanse ¢
$2,473,000 and $3,518,000 , respectively, and cektted to CEO transition of $2,620,000 .

(b) For the three and six-month periods ended ALBuU2014 , approximately 3,891,000 and 5,182,0@&pectively, incremental in-the-
money potentially dilutive common share optionsénbeen excluded from the computation of dilutechiegis per share, as the eff
of their inclusion would be antidilutive. For thierée-month period ended August 3, 2013 , approxiynd,631,000 incremental in-
the-money potentially dilutive common share optionséhéaeen excluded from the computation of dilutediiegis per share, as !
effect of their inclusion would be antidilutive.

(9) Business Segments and Sales by Product Group

The Company has only one reporting segment, whictorapasses its digital commerce business. The Qoumperkets, sells al
distributes its products to consumers primarilyotiyh its digital commerce platforms of televisiamdanternet website ShopHQ.com. ~
Company's television shopping and internet onliperations have similar economic characteristich wespect to products, product sourc
vendors, marketing and promotions, gross marginstomers, and methods of distribution. In additidte Company believes that
television shopping program is a key driver of ficafo the ShopHQ website whereby many of the mtérsales originate from custonr
viewing the Company's television program and thiaegotheir orders online. All of the Company's saee made in the United States.
chief operating decision maker is the Chief Examu®fficer of the Company.

Information on net sales by significant productugp® are as follows (in thousands):

Three-Month Periods Ended Six-Month Periods Ended
August 2, August 3, August 2, August 3,

2014 2013 2014 2013
Jewelry & Watches $ 61,21: $ 65,08: $ 130,11¢ $ 131,26
Home & Consumer Electronics 34,05 38,02¢ 71,35 79,97¢
Beauty, Health & Fitness 21,09: 16,57: 41,47¢ 35,13¢
Fashion & Accessories 25,60¢ 15,62¢ 44,88¢ 28,42¢
All other (primarily shipping & handling revenue) 14,62« 13,25¢ 28,451 25,11
Total $ 156,58 $ 14856 $ 316,28t $ 299,91

(10) Income Taxes

At February 1, 2014 , the Company had federal petrating loss carryforwards ("NOLs") of approxinigt$304 million, and stat
NOLs of approximateh$140 million which are available to offset future taxable inconfghe Company's federal NOLs expire in var
amounts each year from 2023 through 2033 in acooelavith applicable federal tax regulations and tiheng of when the NOLs we
incurred. In the first quarter of fiscal 2011, iempany had a change in ownership (as define@atich 382 of the Internal Revenue Cc
as a result of the issuance of common stock coupitdthe redemption of all the SeriesPBeferred Stock held by GE Equity. Sections
and 383 limit the annual utilization of certain takributes, including NOL carryforwards, incurredor to a change in ownership. 1
limitations imposed by Sections 382 and 383 areempected to impair the Company's ability to fulalize its NOLs; however, the ann
usage of NOLs incurred prior to the change in owhigrwill be limited. The Company currently hasarded a full valuation allowance
its net deferred tax assets. The ultimate re&aaif these deferred tax assets and related limitsidepend on the ability of the Compan
generate sufficient taxable income in the futusewall as the timing of such income.

For the second quarter of fiscal 2014 and fiscal320 the income tax provision included a roash tax charge of approximai
$196,000 and $290,000 , respectively, relating hanges in our lonterm deferred tax liability related to the tax atimation of the
Company's indefinitéived intangible FCC license asset that is notlabde to offset existing deferred tax assets ireining changes to ¢
income tax valuation allowance. For the first sigaths of fiscal 2014 and fiscal 2013 , the incomegrovision included a notash charc
of approximately $393,000 and $580,000 , respégtivishe Company expects the continued tax amortinatf its indefinitelived intangible
asset and resulting book versus tax asset carmahge difference to result in approximately $394,G8 additional noreash income te
expense over the remainder of fiscal 2014 .
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(11) Litigation

The Company is involved from time to time in vaoalaims and lawsuits in the ordinary course ofiimss. In the opinion
management, the claims and suits individually anithé aggregate will not have a material effecttenCompanys operations or consolida
financial statements.

(12) Related Party Transactions

Relationship with GE Equity and NBCU

In January 2011, General Electric Company ("GEf)stommated a transaction with Comcast Corporati@orficast”) pursuant to whi
GE contributed all of its holdings in NBCU to NBCiarsal, LLC, a newly formed entity beneficially aed 51% by Comcast and 499
GE. As a result of that transaction, NBCU is nowtwlly owned subsidiary of NBCUniversal, LLC. In kt&d 2013, GE sold its remaini
49% common equity interest in NBCUniversal, LLCGomcast pursuant to an agreement reached in Fgt20aB. As of August 2, 2014
the direct equity ownership of GE Equity in the Gmmy consists of 5,058,74hares of common stock and the direct ownershipBEU in
the Company consists of 7,141,8&®ares of common stock. The Company has a significable distribution agreement with Comcast
believes that the terms of this agreement are coabfmto those with other cable system operators.

In connection with the January 2011 transfer obwsmership in NBCU to NBCUniversal, LLC, GE alsaegd with Comcast that, for
long as GE Equity is entitled to appoint twtembers of the Company's board of directors, NBAlU he entitled to retain a board s
provided that NBCU beneficially owns at least ®%the Company's adjusted outstanding common stegkthermore, GE agreed to obt
the consent of NBCU prior to consenting to the Canys adoption of any shareholders right plan oage other actions that would impe
or restrict the ability of NBCU to acquire or disgoof shares of the Company's voting stock or takimy action that would result in NB(
being deemed to be in violation of the Federal Camications Commission multiple ownership regulagioRor additional informatic
regarding the Company's arrangements with Com&dst,GE Equity and NBCU, see the Company's defimifvoxy Statement on Schec
14A, filed with the SEC on May 9, 2014.

(13) Distribution Facility Expansion

During fiscal 2014, we began a significant operaloexpansion initiative with respect to overallrelaousing capacity and n
equipment and system upgrades at our Bowling Gi€entucky distribution facility. The expansion peof will include the construction o
new building which, when completed, will expand @urrent 260,000 square foot facility to an appmuadely 600,00Gquare foot facility
The expansion project is expected to be completehe first half of fiscal 2015. The updated fa@k will also include new highpeed parc
shipping, handling and item sortation equipmengupport our increased level of shipments and w@amitsa new call center facility to be
serve our customers. Total cost of the expansidirbeiapproximately $25 millioand will be financed with our expanded PNC revaviime
of credit and a $15 millioNC term loan. Construction has started in therstcmarter of fiscal 2014 with expected cash commeitts o
approximately $18 million during fiscal 2014 andgli@ommitments of approximately $7 million durite ffirst quarter of fiscal 2015.

(14) Activist Shareholder Response Costs

I n October of 2013, the Company received a demaom fin activist shareholder to call a special mgetih shareholders for t
purpose, among other things, of voting on a nete st directors and amending certain of the Comjmbylaws. The Company retaine
team of advisers, including a financial adviseoxgrsolicitor, investor relations firm and legalursel, to assist in responding to the den
and the solicitation of proxies. In conjunction kvguch activities, the Company recorded charg@sctome for the second quarter and year-to-
date periods ended August 2, 2014 totaling $2,408ahd $3,518,000 , respectively, which include8,080as reimbursement for a port
of the activist shareholder'expenses. As previously disclosed, the actsbiateholder requested that the Company reimbufee dertain o
its expenses relating to the proxy contest. Irharge for paying certain activist shareholder egspsnthe Company obtained a custot
standstill agreement from the activist shareholderong other settlement provisions. The processespanding to the initial dema
concluded with the Company’s annual shareholdettingeen June 18, 2014.
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(15) Chief Executive Officer Transition Costs and 8bsequent Event

CEO Resignation

On June 22, 2014, Keith R. Stewart resigned as rabae of the Company's board of directors and agfCExecutive Officer of tr
Company. In conjunction with Mr. Stewart's resigmatand separation agreement, the Company recoctadges to income totali
$2,620,000for the second quarter ended August 2, 2014 rglgpnmarily to severance payments which Mr. Stewarentitled to i
accordance with the terms of his employment agreéemih the Company and other costs associated thightransition. Following M
Stewart's resignation, the Company's board of ttire@ppointed Mr. Mark Bozek as Chief Executivdicaf of the Company effective Ju
22, 2014. The Company filed ank8-on June 25, 2014 disclosing the specific termghef resignation, separation agreement and
appointment of its chief executive officer.

Subsequent Event

Subsequent to the end of the second quarter, ousAukp, 2014 the Company filed ark8announcing the elimination of its Ch
Operating Officer position and the termination tsfChief Merchandising Officer. In conjunction witte terminations, the affected execu
officers are eligible for severance amounts whimh expected to be paid in February 2015. At tmeefithe Company estimates sever:
charges totaling $2,300,000 to be recorded intind guarter of fiscal 2014.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of finan@ahdition and results of operations is qualifiedrbference to and should be rea
conjunction with our accompanying unaudited conddnsonsolidated financial statements and notesudied herein and the audi
consolidated financial statements and notes indid®ur annual report on Form 10-K for the fisgahr ended February 1, 2014 .

Cautionary Statement Regarding Forward-Looking Staements

The following Managemenrd’Discussion and Analysis of Financial Condition &esults of Operations and other materials wewfita
the SEC (as well as information included in oraltetnents or other written statements made or tmd@e by us) contain certain "forward-
looking statements" within the meaning of the P®v&ecurities Litigation Reform Act of 1995. Anyatments contained herein that are
statements of historical fact, including statemeetgarding guidance, industry prospects or futemailts of operations or financial posit
made in this report are forwaldeking. We often use words such as anticipatelgg\y®s, expects, intends and similar expressiondentify
forward-looking statements. These statements aedban managemestturrent expectations and accordingly are sulbjeahcertainty ar
changes in circumstances. Actual results may vaterally from the expectations contained hereia ttuvarious important factors, includ
(but not limited to): consumer preferences, spemdind debt levels; the general economic and ceedilronment; interest rates; seas
variations in consumer purchasing activities; thdits to achieve the most effective product catggmixes to maximize sales and ma
objectives; competitive pressures on sales; priaimgjgross sales margins; the level of cable atedlisadistribution for our programming a
the associated fees or estimated cost savings dmrtract renegotiations; our ability to establistd anaintain acceptable commercial te
with third-party vendors and other third parties with whom ke contractual relationships, and to successfulynage key vend
relationships; our ability to manage our operatixgenses successfully and our working capital &walr ability to remain compliant w
our long-term credit facility covenants; our alyilitb maintain and successfully execute our lterga growth strategy; the market demanc
television station sales; our management and irdtion systems infrastructure; challenges to oua @ad information security; change:
governmental or regulatory requirements; litigatimngovernmental proceedings affecting our opematidhe risks identified under "R
Factors" in our Form 10-K for our fiscal year endezbruary 1, 2014nd any additional risk factors identified in owaripdic reports sinc
such date; significant public events that are dcliffi to predict, or other significant televisigovering events causing an interruptior
television coverage or that directly compete wiik viewership of our programming; and our abilityabtain, retain and offer meaning
compensation to our key executives and employees.are cautioned not to place undue reliance amaiaHooking statements, which spe
only as of the date of this filing. We are underaidigation (and expressly disclaim any such oliagg to update or alter our forwatdeking
statements whether as a result of new informafidgore events or otherwise.
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Overview
Our Company

We are a digital commerce company that marketls aetl distributes products to consumers throught&phone, online, mobile &
social media. We operate a Bdur television shopping network, ShopHQ, whicligtributed primarily through cable and satellitgliation
agreements, through which we offer brand name andhtp label products in the categories of jewelrywatches; home & consurr
electronics; beauty, health & fithess; and fast8oaccessories. We also operate ShopHQ.com, a ctmpse/e digital commerce platfo
that sells products which appear on our televigbopping channel as well as an extended assortafemtline-only merchandise. O
programming and products are also marketed via lmalgivices -ncluding smartphones and tablets, and throughehding social med
channels.

In May 2013, we announced our intention to rebraod 24hour television shopping network, ShopNBC, and campanion digit
commerce website, ShopNBC.com and on January 314,20e officially transitioned to our new brand,oprlQ and ShopHQ.com,
reinforce our positioning as the shopping headgusifor customers.

Our investor relations website address is ShopH®@icoOur goal is to maintain the investor relasomebsite as a way for investor:
easily find information about us, including pregdeases, announcements of investor conferencesstorvand analyst presentations
corporate governance. We also make available freharge our annual reports on Form 10-K, quartesports on Form 1@, current repor
on Form 8K, proxy statements and all amendments to theswdilas soon as practicable after that materialdstronically filed with c
furnished to the SEC. The information found onwebsite is not part of this or any other reportfileewith, or furnish to, the SEC.

Products and Customers

Products sold on our media channel platforms irelpdmarily jewelry & watches, home & consumer #&legics, beauty, health
fitness, and fashion & accessories. Historicallygky & watches has been our largest merchanditsgosy. We are working to shift ¢
product mix to include a more diversified produss@tment in order to grow our new and active custobase. The following table shc
our merchandise mix as a percentage of televidhmping and internet net merchandise sales foy#aes indicated by product categ

group:

For the Three-Month For the Six-Month
Periods Ended Periods Ended
August 2, August 3, August 2, August 3,

2014 2013 2014 2013
Merchandise Category
Jewelry & Watches 43% 48% 45% 48%
Home & Consumer Electronics 24% 28% 25% 29%
Beauty, Health & Fitness 15% 12% 14% 13%
Fashion & Accessories 18% 12% 16% 10%

Our product strategy is to continue to develop argand new product offerings across multiple merdise categories based
customer demand, as well as to offer competitiveiqg and special values in order to drive new aomrs and maximize margin dollars
minute. Our digital commerce customers — those wieract with our network and transact through Tternet and mobile device -are
primarily married women between the ages of 40 @hdWe also have a strong presence of male cussoofiesimilar age and income ran
We believe our customers make purchases basedramiguie products, quality merchandise and value.

Company Strategy

As a digital commerce company, our strategy isfteraompelling proprietary merchandise using thinet, mobile networks, soc
media and our commerce infrastructure, which inetutklevision access to 87 million American calrld satellite homes. We believe
greatest growth opportunity lies in leveraging thdgital commerce platforms in a way that engagestomers far more often than just w
they’re in the mood to shop.

By offering a wider assortment of proprietary menctlise (i.e. product that is not available else@hepresented in an engag
entertaining shopping centric format, we believe wikk attract a larger customer base targeting @atler demographic. At the root of
efforts to attract a larger customer base is exipgnand strengthening our relationships with thenliis, personalities and manufacturers
whom we do business.

We believe our comparatively smaller size demandaoae “think nimble - act nimbleapproach to doing business. This me
establishing ourselves as a “launch pad” for ned/feedgling proprietary brands that can leverageunique reach on
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our multiple digital commerce platforms. Properleeuted, these initiatives should provide us atgreapportunity to grow our top a
bottom lines in a more meaningful and competitiayw

By positioning our organization as a digital comogercompany, we are focusing on key initiatives sashcustomer resoul
management ("CRM"), partner relationship managemanatcess improvements, brand building and deligprialue to our customers ¢
business partners. We believe that a fresh focusxisting as well as emerging platforms and teabgies will begin repositioning o
company as not simply a purely transactional disthimnd place “electronic retailerbut rather as a digital retailer that delivers are
engaging and enjoyable customer experience thaeescsales and service expectations.

Our Competition

The direct marketing and digital commerce retaiibesses are highly competitive. In our televisstlopping and digital commel
operations, we compete for customers with othesvision shopping and esmmerce retailers, infomercial companies, othgresyo
consumer retail businesses, including traditiotmick and mortar" department stores, discount storarehouse stores and specialty st
catalog and mail order retailers and other direttess.

Our direct competitors within our industry inclutfee QVC Network (owned by Liberty Interactive Coration), and HSN, Inc., both
whom are substantially larger than we are in tesfrennual revenues and customers, and whose pragrapis carried more broadly to U
households than our programming. Multimedia CommeBroup, Inc., which operates Jewelry Televisiosp ecompetes with us f
customers in the jewelry category. In addition ré¢hare a number of smaller niche players and sisuitu the television shopping arena \
compete with us. We believe that our major compegiincur cable and satellite distribution feesespnting a significantly lower percent
of their sales attributable to their television gnamming than we do; and that their fee arrangesnare substantially on a commission &
(in some cases with minimum guarantees) rather dimatine predominantly fixedest basis that we currently have. At our curratesleve
our distribution costs as a percentage of totakolidated net sales are higher than our competititmwever, one of our key strategies i
maintain our fixed distribution cost structure mler to leverage our profitability as we grow ousimess.

The digital commerce space is also highly competitand we are in direct competition with numeroti®er internet retailers, many
whom are larger, better financed and have a broadgomer base than we do.

We anticipate continuing competition for viewersdaoustomers, for experienced television shoppingsgrael, for distributio
agreements with cable and satellite systems angefatlors and suppliers -rot only from television shopping companies, bsbdtom othe
companies that seek to enter the television shgppimd internet retail industries, including telecoomications and cable compan
television networks, and other established rewil®ve believe that our ability to be successfutha digital commerce industry will
dependent on a number of key factors, includingaexing our digital footprint to meet our customéwngatch and shop anytime, anywhe
needs, increasing the number of customers who psecproducts from us and increasing the dollarevalusales per customer from
existing customer base.

Summary Results for the Second Quarter and First Half of Fiscal 2014

Consolidated net sales for our fiscal 2014 secamaitqr were $156,587,000 compared to $148,564,00@dr fiscal 2013secon:
quarter, which represents a 5% increase. We raparteoperating loss of $3,707,000 and net lossA¢289,000 for our fiscal 201decon
quarter. The operating and net loss for the fig@l4 second quarter included charges of $2,473r6@ing to our activist sharehol
response and CEO transition costs totaling $2,6@0,0V/e had an operating loss of $160,000 and #oastof $799,000 for odiscal 201:
second quarter.

Consolidated net sales for the first six monthdisafal 2014 were $316,288,000 compared to $29908D8for the first six monthef
fiscal 2013 , which represents a 5% increase. \perted an operating loss of $2,655,000 and netdb$8,829,000 for the first six montb$
fiscal 2014 . The operating and net loss for teedi 2014 first half included charges of $3,518,@08ting to our activist shareholder respc
and CEO transition costs totaling $2,620,000 . \We bperating income of $1,524,000 and net incont28#,000 for the first six montles
fiscal 2013 .

Activist Shareholder Response Costs

I n October of 2013, the Company received a demaom fin activist shareholder to call a special mgetih shareholders for t
purpose, among other things, of voting on a nete st directors and amending certain of the Comjmbylaws. The Company retaine
team of advisers, including a financial adviseoxgrsolicitor, investor relations firm and legalursel, to assist in responding to the den
and the solicitation of proxies. In conjunction kiviuch activities, the Company recorded charg@sctome for the second quarter and year-to-
date periods ended August 2, 2014 totaling $2,008zhd $3,518,000respectively, which includes $750,000 as reimdment for a portic
of the activist shareholder'expenses. As previously disclosed, the actsbiateholder requested that the Company reimbufee dertain o
its expenses relating to the proxy contest. Irharge for paying certain activist shareholder egspsnthe Company obtained a custot
standstill agreement from the
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activist shareholder among other settlement promgsi The process of responding to the initial dedr@mcluded with the Comparsyannue
shareholder meeting on June 18, 2014.

CEO Transition Costs

On June 22, 2014, Keith R. Stewart resigned as rabae of the Company's board of directors and agfExecutive Officer of tF
Company. In conjunction with Mr. Stewart's resigoatand separation agreement, the Company recocdaches to income total
$2,620,000for the second quarter ended August 2, 2014 relgpnmarily to severance payments which Mr. Stewarentitled to il
accordance with the terms of his employment agreéméh the Company and other costs associated thightransition. Following M
Stewart's resignation, the Company's board of tire@ppointed Mr. Mark Bozek as Chief Executivédig@f of the Company effective Ju
22, 2014. The Company filed ank8-on June 25, 2014 disclosing the specific termghef resignation, separation agreement and
appointment of its chief executive officer.

Results of Operations

Selected Condensed Consolidated Financial Data

Operations
(Unaudited)
Dollar Amount as a Dollar Amount as a
Percentage of Net Sales for the Percentage of Net Sales for the
Three-Month Periods Ended Six-Month Periods Ended
August 2, August 3, August 2, August 3,
2014 2013 2014 2013
Net sales 100.C % 100.C % 100.0% 100.0%
Gross margin 38.€ % 37.5% 38.1% 37.6%
Operating expenses:
Distribution and selling 32.L% 31.2% 31.6% 30.9%
General and administrative 4.3% 4.2% 4.0% 4.0%
Depreciation and amortization 1.4% 2.1% 1.4% 2.1%
Activist shareholder response costs 1.€% — % 1.1% —%
CEO transition costs 1.7% — % 0.8% —%
41.C% 37.€% 38.9% 37.0%
Operating income (loss) (2.49% (0.)% (0.8)% 0.6%
Key Performance Metrics
(Unaudited)
For the Three-Month For the Six-Month
Periods Ended Periods Ended
August 2, August 3, August 2, August 3,
2014 2013 Change 2014 2013 Change
Program Distribution
Total homes (average 000's) 87,52: 86,53¢ 1% 87,267 85,670 2%
Merchandise Metrics
Gross margin % 38.6% 37.5% +110 bps 38.1% 37.6% +50 bps
Net shipped units (000's) 2,11( 1,627 30% 4,023 3,124 29%
Average selling price $ 67 $ 83 (19)% $71 $87 (18)%
Return rate 22.%% 22.5% +40 bps 22.6% 22.5% +10 bps
Internet net sales % (a) 43.5% 45.1% -160 bps 44.2% 45.7% -150 bps
Total Customers - 12 Month Rolling (000's) 1,421 1,201 18% N/A N/A

(a) Internet sales percentage is calculated basekeb sales that are generated from our ShopHQwebsite and mobile platforn
which are primarily ordered directly online.
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Program Distribution

Average homes reached, or full time equivalent EFTsubscribers, grew 1% in the second quarteisshf 2014over the comparak
prior year quarter, resulting in a 1.0 milliorcrease in average homes reached during that paritel. The increase was driven primarily
increases in our footprint as we expand into moidely distributed digital tiers of service with imgved channel positions. During fis
2012, we made low-cost infrastructure investmeh& have enabled us to launch ancopverted version of our digital signal in a f
definition ("HD") format and that improved the appance of our primary network feed. As of AugusP®]14 , our uponverted hig
definition feed is carried in approximately 7 mali households. We believe that having an HD feed ofseuvice allows us to attract n
viewers and customers. Our television home shoppingramming is also simulcast live 24 hours a dagays a week through our inter
website, www.ShopHQ.com and is also available bmabile channels, which are not included in thee¢wing data on homes reached.

Cable and Satellite Distribution Agreements

We have entered into cable and direchtone distribution agreements that require eachadpeto offer our television network o
their systems. The terms of the affiliation agreetadypically range from two to five years. Duritige fiscal year, certain agreements
cable, satellite or other distributors may expidader certain circumstances, the cable operatorgeanay cancel the agreements prior to
expiration. Additionally, we may elect not to renalistribution agreements whose terms result in sahdard or negative contribut
margins. If the operator drops our service or thei we or the operator fail to reach mutually agi#de business terms concerning
distribution of our service so that the agreemeamésterminated, our business may be materially raglye affected. Failure to maintain «
distribution agreements covering a material portibrour existing households on acceptable finanaial other terms could materially :
adversely affect our future growth, sales reverarasearnings unless we are able to arrange fonattee means of broadly distributing
television programming.

Net Shipped Units

The number of net shipped units during the fis€dl®second quarter increased 30% from the priar g@aparable quarter £110,00!
from 1,627,000 . For the six months ended Augus2@4 , net shipped units increased 28&tn the prior year's comparable perioc
4,023,000 from 3,124,000 . We believe the incraaseet shipped units during the first six monthsfistal 2014reflects the continue
broadening of our merchandising assortment, pdatilyuby the strong performances of our fashion hedlth & beauty product categor
the decline in our average selling price and theral growth in net sales as discussed below.

Average Selling Price

The average selling price, or ASP, per net unit $&&in the fiscal 2014 second quarter, a ¥rease from the prior year quarter.
the six months ended August 2, 2014 , the ASP was, &n 18%ecrease from the prior year's comparable peribd.decreases in the A!
which is a key component in our customer acquisiétiorts by driving impulse shopping and incregsiepeat customers, continues to re
strong growth within our fashion & accessories aeduty, health & fithess categories, which typicalave lower average selling prices
well as a general shift to lower price points irr other merchandise categories. The decreases iA®R are consistent with our lotgrr
strategy to further broaden and expand our proasmdrtment of lower priced items to reach a broaddience.

Return Rates

For the three months ended August 2, 2014 , ournetate was 22.9% compared to 22.&%the comparable prior year quarter, ¢
basis point increase. For the six months ended stugu2014 , our return rate was 22.6% compare22t6%for the prior year comparat
period, a 10 basis point increase. The increastsineturn rates were driven by increases in ewrn rates within our fashion & accessc
category and our watch and consumer electronicehmaadise categories. We continue to monitor owrnetates in an effort to keep «
overall return rates commensurate with our cupeatiuct mix and our average selling price levels.

Total Customers

Total customers purchasing over the last twelve theincreased 18% to 1,421,000Ve believe the increase in total custome
primarily due to continued broadening of our pradassortment at lower price points as well as aypebmix shift from the jewelry ai
watches category to the fashion and accessoriesthed product categories. We also believe thatimprovements in customer satisfac
and channel positioning also contributed to overadtomer growth.

Net Sales

Consolidated net sales for the fiscal 2014 secaradtgr were $156,587,000 as compared with $148B864or the comparable pri
year quarter, 5% increase. Consolidated net sales for the sixtinseended August 2, 2014 were $316,288,000 ,
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as compared to consolidated net sales of $299,008¢0 the comparable prior period, also an in@ezsc%. The increase in quarterly ¢
yearto-date consolidated net sales was driven primarilgddgs growth in our fashion & accessories andtgeagalth and fithess categor
offset by sales decreases in our consumer electr@moduct category. Our internet sales penetrati@t is, the percentage of net sales
are generated from our ShopHQ.com website and mgiddtforms, which are primarily ordered directlglioe, was 43.5% and4.2%
compared to 45.1% and 45.7% , respectively, forsmnd quarter and first six months of fiscal 26&mpared to fiscal 20130verall, we
continue to deliver strong internet sales pen@mafihe decrease in penetration during the resgeptriods is primarily due to our mix sl
away from watches and consumer electronics, whiske fa strong internet penetration. Our mobile patiet increased to 32.7% aBa.1%
of total internet orders in the second quarter finsti six months of 2014, respectively, versus 22.8nd 22.8%of total internet orders for tl
comparable prior year periods.

Gross Profit

Gross profit for the fiscal 2014 second quarter éindal 2013 second quarter was $60,435,000 ang6$3®00, respectively, &
increase of $4,778,000 , or 9% . Gross profit fier first six months of fiscal 2014 was $120,441,0@8 increase of $7,751,000 or 7%0om
$112,690,000 for the comparable prior year peridtk increases in the gross profits experiencechduthie second quarter and first six-
months of fiscal 2014 were primarily driven by thear-overyear sales increases discussed above and by hjghes margin percentag
experienced. Gross margin percentages for the dequoarters of fiscal 2014 and fiscal 2013 were @8ahd 37.5% respectively, a 110 ba
point increase. On a year-to-date basis gross maegcentages were 38.1% and 37.8¥spectively, a 50 basis point increase. Thesame
in the second quarter and yearel@ie gross margin percentages reflect the increseded mix of fashion & accessories and beautyththaac
fitness, which typically carry higher margin pertages, as well as margin rate improvements achiesedss multiple merchand
categories.

Operating Expenses

Total operating expenses for the fiscal 2014 seapratter were $64,142,000 compared to $55,817(60the comparable prior ye
period, an increase of 15% . Total operating expeifigr the six months ended August 2, 2014 werg® $85,000 compared $%111,166,00
for the comparable prior period, an increase of 11¥6tal operating expenses for the second quartdryear-to-date fiscal 20iAclude:
activist shareholder response charges of approglyn&2,473,000 and $3,518,000 , respectively, ai® Gransition costs of $2,620,000
Excluding shareholder activist response and CE@stiian costs, total operating expenses as a pagerof net sales were 388aring the
second quarters of both fiscal 2014 and fiscal 281837% for the first half of both fiscal years.

Distribution and selling expense increased $3,38B,0or 8% , to $50,110,000 , or 32.0% of net sdlasng the fiscal 2014econ:
quarter compared to $46,542,000 , or 31&%et sales for the comparable prior year fiseelrter. Distribution and selling expense incre
during the quarter primarily due to increased paogdistribution expense of $1,974,000 relating tf/aincrease in average homes rea
during the quarter as well as investments madecigsed with improved channel positions which begathe second half of fiscal 201Bhe
increase over the prior year quarter was also dumcreases in variable salaries, wages and camgwdbsts of $874,000, customer ser
expenses of $516,000 and variable credit card psig fees and other credit expenses of $408,G060ally offset by decreased shdrase:
compensation expenses of $120,000. Total varialpereses during the second quarter of fiscal 20&de approximately 9.0% of total |
sales versus 8.3% of total net sales for the gear comparable period.

Distribution and selling expense increased $7,@5bdr 8% , to $99,839,000 , or 31.6% of net salemd thesix months ended Augt
2, 2014 compared to $92,794,000 or 30.8#met sales for the comparable prior year peritribution and selling expense incree
primarily due to increased program distribution exge of $3,569,000, variable credit card procesgeg and other credit expense:
$1,138,000, variable salaries, wages and consuttirsgs of $965,000, customer service and telecorwations expenses of $848,000
advertising and promotion expense of $150,000,iglgrtoffset by lower sharéased compensation expense of $151,000. Totalble
expenses during the first six months of fiscal 2@/te approximately 8.7% of total net sales vers@%o7of total net sales for the prior y
comparable period. The increase in variable expassa percentage of net sales for both the secoadeq and first half of fiscal 20
coincides with our reduction in average sellingcgrand resulting 30% and 29% increase in net stippés during the respective sec
quarter and first six-months of fiscal 2014 .

To the extent that our average selling price caminto decline, our variable expense as a percemfaget sales could increase as
number of our shipped units increase. Programibligion expense is primarily a fixed cost per hdudd, however, this expense may
impacted by growth in the number of average horeashed or by rate changes associated with impravsnreour channel position.

General and administrative expense for the fisGd¥2second quarter increased $599,000 , or 10%,%/ 86,000 or 4.3%f net sale:
compared to $6,177,000 or 4.2% of net sales foctimeparable prior year fiscal quarter. General@ahdinistrative
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expense increased during the secqudrter primarily as a result of increased shaseth@ompensation expense of $1,119,000 associéte
our CEO transition and new board member grantsigfigroffset by lower salary and accrued incentiganpensation expenses of $381,
For the six months ended August 2, 2014 , genemlagministrative expense increased $619,000 %or & $12,688,000 , or 4.0% ne'
sales, compared to $12,069,000 , or 4df%het sales, for the prior year period. General administrative expense increased primarily
result of increased shabased compensation expense of $1,300,000 associdfecdbur CEO transition and new board member &
partially offset by lower salary and accrued inesntompensation expenses of $839,000.

Depreciation and amortization expense for the Fi2€d4 second quarter was $2,163,000 compared ,@98®00for the comparab
prior year quarter, representing a decrease of $9850r 30%. Depreciation and amortization expense as a pegerof net sales for t
three-month periods ended August 2, 2014 and Auadd13 was 1.4% and 2.1%espectively. Depreciation and amortization exgefol
the six months ended August 2, 2014 was $4,431c06tpared to $6,303,000r the comparable prior year period, represerdgirgcrease
$1,872,000 , or 30% . Depreciation and amortizaBapense as a percentage of net sales for the amths ended August 2, 20Bhc
August 3, 2013 was 1.4% and 2.1% , respectively décrease in the quarterly and yeaddte depreciation and amortization expense
primarily due to decreased amortization expensecis®d with the expiration of our NBC trademandelise of $999,000 and $1,999,(
respectively.

Operating I ncome (L0ss)

For the fiscal 2014 second quarter, we reportedpamating loss of $3,707,000 compared to an opeyatiss of $160,000 for tHescal
2013 second quarter, representing a decrease B®%800 . For the six months ended August 2, 20d4 reported an operating loss
$2,655,000 compared to operating income of $1,5®4f0r the comparable prior year period, represgnt decrease of $4,179,000Qul
operating results for the second quarter of fig€dl4decreased primarily as a result of activist shdograosts, CEO transition costs, hic
distribution and selling and general and adminiisteaexpense incurred during the quarter (as natele), offset by increased gross p
and a decrease in depreciation and amortizatioeresg Our year-to-date operating results decredsegdg the first half offiscal 201«
primarily as a result of activist shareholder co§BO transition costs, higher distribution andiisgland general and administrative exp¢
incurred during the first half of fiscal 2014 , &t by increased gross profit and lower depreciatitd amortization expense.

Net Income (L 0ss)

For the fiscal 2014 second quarter, we reportecttalass of $4,289,000 or $0.08 per share on 527929yeighted average ba
common shares outstanding compared with a netob$399,000 or $0.02 per share on 49,406,88/hted average basic common sh
outstanding in the fiscal 2013 second quarter.tRersix months ended August 2, 2014 , we reportadtdoss of $3,829,000 or $0.p&!
share on 51,022,023 weighted average basic comhaasoutstanding compared to net income of $22490®0.00 per share @9,316,53
weighted average basic common shares outstandih@Qd($er share on 55,206,943 diluted shares) foctimparable prior year period. |
loss for the second quarter of fiscal 2014 includests related to an activist shareholder respafisgpproximately $2,473,000 CEC
transition costs of $2,620,0@Md interest expense of $387,000, offset by inténesme totaling $6,000 earned on our cash anesimrent:
Net loss for thesecondquarter of fiscal 2013 includes interest expens&3#8,000, offset by interest income totaling $8,@@rned on o
cash and investments.

Net loss for the six months ended August 2, 20ttudes costs related to an activist shareholdgrorese of approximately $3,518,000
CEO transition costs of $2,620,000 and interestergp of $778,000 offset by interest income totaling $6,000 earoedour cash ar
investments. Net income for the six months endedusu3, 2013 includes interest expense of $726,0fftset by interest income totali
$14,000 earned on our cash and investments.

For the second quarter and first six months offi@014 , net loss reflects an income tax provisib§201,000 and $402,000 . Thscal
2014 second quarter and first half tax provisioduded a non-cash expense charge of approximafe$,800 and $393,00lating tc
changes in our long-term deferred tax liabilityatet to the tax amortization of our indefiniieed intangible FCC license asset that is
available to offset existing deferred tax assetdetermining changes to our income tax valuatidtomance. As we continue to amortize
carrying value of our indefinite-lived intangiblesset for tax purposes, we expect to record additiolwneash income tax expense
approximately $394,000 over the remainder of fi&tHl4 .

For the second quarter and first six months o&fi2013 , net income (loss) reflects an incomepi@avision of $294,000 and $588,000
which included a non-cash tax expense charge d¥,$29 and $580,000 related to changes in our termg-deferred tax liability related to 1
tax amortization of our indefinite-lived intangileCC license asset discussed above.

We have not recorded any income tax benefit onipusly recorded net losses due to the uncertaihtgalizing income tax benefits
the future as indicated by our recording of an imedax valuation allowance. Based on our recenotyi®f losses, a full valuation allowar
has been recorded and was calculated in accordatit&AAP, which places primary importance on oursirecent operating results wi
assessing the need for a valuation allowance. Wearitinue to maintain a valuation
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allowance against our net deferred tax assetsjdimgy those related to net operating loss cforwards, until we believe it is more likely tt
not that these assets will be realized in the &utur

Adjusted EBITDA Reconciliation

Adjusted EBITDA (as defined below) for the fisc&l12 second quarter was $5,528,000 compared withstelj EBITDA 0f$3,780,00
for the fiscal 2013 second quarter. For the six tn@ended August 2, 2014 , Adjusted EBITDA was 842,000compared with an Adjust
EBITDA of $9,576,000 for the comparable prior ypariod.

A reconciliation of Adjusted EBITDA to its compaitallGAAP measurement, net income (loss), followghousands:

For the Three-Month For the Six-Month
Periods Ended Periods Ended
August 2, August 3, August 2, August 3,
2014 2013 2014 2013

Adjusted EBITDA (a) $ 552¢ $ 3,78C $ 11,04 $ 9,57¢
Less:

Activist shareholder response costs (2,477 — (3,519 —

CEO transition costs (2,620 — (2,620 —

Non-cash share-based compensation expense (1,879 (791) (2,919 (1,650
EBITDA (as defined) (1,439 2,98¢ 1,98¢ 7,92¢
A reconciliation of EBITDA to net income (loss)as follows:
EBITDA (as defined) (1,439 2,98¢ 1,98¢ 7,92¢
Adjustments:

Depreciation and amortization (2,26¢) (3,149 (4,64)) (6,402

Interest income 6 3 6 14

Interest expense (387) (348 (77¢) (72€)

Income taxes (207) (299 (402 (58¢)
Net income (loss) $ (4,289 $ (799 ¢ (3829 $ 224

(a) EBITDA as defined for this statistical presdiota represents net income (loss) for the respegeriods excluding depreciation |
amortization expense, interest income (expense)iandme taxes. We define Adjusted EBITDA as EBITDexcluding det
extinguishment; non-operating gains (losses), cash impairment charges and writedowns; activiatediolder response costs, C
transition costs and non-cash share-based compeEnsapense.

We have included the term "Adjusted EBITDA" in &BITDA reconciliation in order to adequately assssoperating performance
our television and internet businesses and in am@naintain comparability to our analysttoverage and financial guidance, when g
Management believes that Adjusted EBITDA allowseistors to make a more meaningful comparison betweertore business operat
results over different periods of time with thodeother similar companies. In addition, managemesds Adjusted EBITDA as a me
measure to evaluate operating performance undemanagement and executive incentive compensatmgrgms. Adjusted EBITDA shot
not be construed as an alternative to operatingnie; net income or to cash flows from operatingviigts as determined in accordance \
GAAP and should not be construed as a measurquoélity. Adjusted EBITDA may not be comparable imitarly entitled measures repor:
by other companies.

Critical Accounting Policies and Estimates

A discussion of the critical accounting policietated to accounting estimates and assumptionsiscas$ed in detail in odiscal 201
annual report on Form 10-K under the caption editiCritical Accounting Policies and Estimates."

Recently Issued Accounting Pronouncements

In May 2014, the Financial Accounting Standards mossued Revenue from Contracts with CustomerqicT606 (Accountin
Standards Update (ASU) No. 2008), which provides a framework for the recognitiohrevenue, with the objective that recogn
revenues properly reflect amounts an entity istledtito receive in exchange for goods and servitks guidance, which includes additic
disclosure requirements regarding revenue, castsflnd obligations related to contracts with custianwill be effective for interim ai
annual reporting periods beginning after Decemtgr2016. We are currently evaluating the impactadbpting ASU 20149 on ou
consolidated financial statements.
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Financial Condition, Liquidity and Capital Resources

As of August 2, 2014 , we had cash and cash eantsbf $20,790,000 and had restricted cash aresiments of $2,100,0(fledget
as collateral for our issuances of commercial tetté credit. Our restricted cash and investmergsganerally restricted for a period rang
from 3060 days and to the extent that commercial lettEcseaalit remain outstanding. In addition, under Guedit Facility, we are required
maintain a minimum of $10 million of unrestrictealst and unused line availability at all times. A§ebruary 1, 2014we had cash and c:
equivalents of $29,177,000 and had restricted eashinvestments of $2,100,0p8:dged as collateral for our issuances of staneltigrs o
credit, which can fluctuate in relation to the leaad nature of our overseas purchases. For thiesfic months of fiscal 2014working capite
decreased $2,188,000 to $77,753,000 . Our curagiot (jour total current assets over total currgttilities) was 1.8 at August 2, 2014 ahd
at February 1, 2014 .

Sources of Liquidity

Our principal source of liquidity is our availaliiash and cash equivalents of $20,790,000 as of #dy2014 . At August 2, 201bul
cash and cash equivalents were held in bank deppsitcounts primarily for the preservation of chghidity.

On February 9, 2012, we entered into a Credit Faailith PNC and on May 1, 2013 and then again amudry 31, 2014, we ament
our credit facility, most recently, increasing giee of the revolving line of credit from $50 milii to $60 million. The revolving line of crec
under the Credit Facility, as amended, bears istexeLIBOR plus 3%per annum. All borrowings under the amended Creadility matur
and are payable on May 1, 2018. Subject to cexairditions, the Credit Facility also provides fbetissuance of letters of credit in
aggregate amount up to $6 millievhich, upon issuance, would be deemed advances timel€€redit Facility. Maximum borrowings un
the Credit Facility are equal to the lesser of #illion or a calculated borrowing base comprised of elggéatcounts receivable and elig
inventory. Remaining capacity under the amendedli€CFacility, currently $21.3 million provides liquidity for working capital and genk
corporate purposes. The amended PNC Credit Faalbty provides for a $15 milliorerm loan on which the Company will draw to func
expansion at the Company's distribution facilityBiowling Green, Kentucky.

The amended Credit Facility contains customary pamés and conditions, including, among other thimgaintaining a minimum ¢
unrestricted cash plus facility availability of $haillion at all times and limiting annual capital expenditrCertain financial covenar
including minimum EBITDA levels (as defined in tledit Facility) and a minimum fixed charge coveragtio, become applicable onl
unrestricted cash plus facility availability falelow $16 millionor upon an event of default. In addition, the Cré&gicility places restrictiol
on the Company ability to incur additional indebtedness or pgepaisting indebtedness, to create liens or otimeumbrances, to sell
otherwise dispose of assets, to merge or conselidéth other entities, and to make certain residcpayments, including payments
dividends to common shareholders. As of August®,42 the Company was in compliance with the applicdinancial covenants of tl
amended Credit Facility.

Another potential source of nerm liquidity is our ability to increase our cafétw resources by reducing the percentage of oles
offered under our ValuePay installment program ydbcreasing the length of time we extend credduo customers under this installm
program. However, any such change to the termsio¥aluePay installment program could impact futsaées, particularly for products s
with higher price points.

Cash Requirements

Currently, our principal cash requirements areutwdfour business operations, which consist primafipurchasing inventory for rese
funding accounts receivable growth through the ofeur ValuePay installment program in support afes growth, funding our ba:
operating expenses, particularly our contractuahro@ments for cable and satellite programming, #&mel funding of necessary cap
expenditures. We closely manage our cash resoarm®ur working capital. We attempt to manage auemtory receipts and reorder:
order to ensure our inventory investment levelsai@nasommensurate with our current sales trendsaMtemonitor the collection of our cre
card and ValuePay installment receivables and neawoag vendor payment terms in order to more effetitimanage our working capi
which includes matching cash receipts from ouramsts, to the extent possible, with related cagimeats to our vendors. Our Valuel
installment program entitles customers to purchasechandise and generally make payments in two anerequal monthly credit ce
installments. ValuePay remains a cost effectivarymtional tool for us. We continue to make stratagge of our ValuePay program in
effort to increase sales and to respond to sirndanpetitive programs.

During fiscal 2014, we began a significant operational expansionaitive with respect to overall warehousing capaeibd nev
equipment and system upgrades at our Bowling Gi€entucky distribution facility. The expansion peof will include the construction o
new building which, when completed, will expand @urrent 260,000 square foot facility to an appmuadely 600,000 square foot facili
The expansion project is expected to be completeke first half of fiscal 2015. The updated fa@k will also include new highpeed parc
shipping, handling and item sortation equipmengupport our increased level of shipments and w@amitsa new call center facility to be
serve our customers. Total cost of the expansidirbeiapproximately $25 million and will be finarctevith our expanded PNC revolving |
of credit and a $15 million PNC term loan. Constiort
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started in the second quarter of fiscal 2014 witpeeted cash commitments of approximately $18 omilliluring fiscal 2014 and ca
commitments of approximately $7 millioduring the first and second quarters of fiscal 2088 of August 2, 2014, we have expen
approximately $400,000 relating to the Bowling Gregpansion initiative.

We also have significant future commitments for cash, primarily payments for cable and satellitegpam distribution obligations a
the eventual repayment of our Credit Facility. Wadidwve that our existing cash balances will beisigfit to maintain liquidity to fund o
normal business operations over the next twelvetnsoiWe currently have total contractual cash a@liigns and commitments primarily w
respect to our cable and satellite agreements ayhgnts required under our Credit Facility and apeg leases totaling approximately $
million over the next five fiscal years.

For the six months ended August 2, 2014 , net casld for operating activities totaled $2,155,@0@npared to net cash provided
operating activities of $12,724,000 for the compbediscal 2013 period. Net cash provided by (uk®)l operating activities for théscal
2014 and 2013 periods reflects net income (losspdjusted for depreciation and amortization, shaeed payment compensation, defe
taxes and the amortization of deferred revenue defdrred financing costs. In addition, net cashdu®e operating activities for thsix
months ended August 2, 20tdflects decreases in accounts receivable, accqayable and accrued liabilities as well as aneiase i
inventories and prepaid expenses.

Accounts receivable decreased as a result of timlilescmade on outstanding receivables balancettingsfrom our seasonal high fou
quarter. Inventories increased slightly as a restupplanned purchases in support of higher salesldeduring the third quarter. Accou
payable and accrued liabilities decreased durieditet six monthof fiscal 2014 primarily due to decreased invent@geipts compared
our seasonal high fourth quarter, the timing ofrpagts made to vendors and a decrease in accruentive compensation and emplo
benefit contributions following payments made dgrihe first quarter of fiscal 2014.

Net cash used for investing activities totaled $8,000 for the first six months of fiscal 20&édmpared to net cash used for inves
activities of $6,655,000 for the comparable fis2@l3 period. For the six months ended August 24201 August 3, 2013expenditures f
property and equipment were $6,138,000 and $3,825,fespectively, and primarily relate to capital ergditures made for the developm
upgrade and replacement of computer software, omanagement and merchandising systems, related utempquipment, digit
broadcasting equipment and other office equipmeatehouse equipment and production equipment. Qutie six-month perio@nding
August 3, 2013 , we also made a cash payment &3$D00in connection with our NBC trademark license. Fpat future capite
expenditures are expected to include the developmapgrade and replacement of various enterpriftevae systems, a significant expan:
of warehousing capacity and related equipment irmgm@ents at our distribution facility in Bowling Gne, Kentucky, security in o
information technology, the upgrade and digitalmatof television production and transmission equépt and related computer equipn
associated with the expansion of our televisiorpph@ business and digital commerce initiatives.

Net cash used for financing activities totaled $98,for the six months ended August 2, 2@hd related primarily to payments total
$300,000 for deferred issuance costs incurred mection with increasing our Credit Facility angital lease payments totaling $26,000
offset by cash proceeds of $232,000 from the egerof stock options. Net cash used for financintyigies totaled $186,000 for thsix
months ended August 3, 20&8d related to payments totaling $264,000 for defeissuance costs incurred in connection witheiasing ot
Credit Facility, offset by cash proceeds of $78,800n the exercise of stock options.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We do not enter into financial instruments for trador speculative purposes and do not currentlizeitderivative financial instrumer
as a hedge to offset market risk. Our operatioascanducted primarily in the United States andremesubject to foreign currency excha
rate risk. Some of our products are sourced intemaly and may fluctuate in cost as a result afefgn currency swings; however,
believe these fluctuations have not been signific@ar Credit Facility has exposure to interese régk; changes in market interest rates ¢
impact the level of interest expense and incomeeghon our cash and cash equivalents portfolio.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

As of the end of the period covered by this reppdnagement conducted an evaluation, under thengsipe and with the participatis
of our chief executive officer and chief financidficer of the effectiveness of our disclosure colstand procedures

24




Table of Contents

(as defined in Rules 13a-15(e) and I%de) under the Securities Exchange Act of 1934 (Exchange Act")). Based on this evaluation,
chief executive officer and chief financial officeoncluded that our disclosure controls and promsiare effective to ensure that informa
required to be disclosed by us in reports thatilgeof submit under the Exchange Act is recorded¢c@ssed, summarized and reported w
the time periods specified in the SEC's rules amch§, and to ensure that information required taliselosed by us in the reports we file
submit under the Exchange Act is accumulated amdhaanicated to management, including our principacetive and principal financ
officers, as appropriate to allow timely decisioagarding required disclosures.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dimancial reporting during the most recently contgde fiscal quarter that ha
materially affected, or are reasonably likely totenglly affect, our internal control over finantiaporting.
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PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are involved from time to time in various claiarsd lawsuits in the ordinary course of businasshé opinion of management,
claims and suits individually and in the aggregailenot have a material effect on our operationgansolidated financial statements.

ITEM 1A. RISK FACTORS

See Part I. Item 1A., "Risk Factors," of ValueVisiMedia's Annual Report on Form 10-K for the yeaded February 1, 2014for ¢
detailed discussion of the risk factors affecting Company. There have been no material changestf® risk factors described in the ani
report.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Warrant Exercise

On June 24, 2014, GE Equity exercised its commookspurchase warrant in a cashless exercise aoqui;j058,741 shares of -
Company's common stock. The warrants were issuednnection with the issuance of the Company'seSéBi Redeemable Preferred Si
in February 2009. As of August 2, 2014, there arethher common stock warrants outstanding.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. MINE SAFETY DISCLOSURES
Not Applicable.

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS

The exhibits filed with this Quarterly Report onrFo10-Q are set forth on the Exhibit Index filedaagart of this report beginning
immediately following the signatures.
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SIGNATURES

Pursuant to the requirements of the Securities &xgb Act of 1934, the registrant has duly causisdréiport to be signed on its behalf
by the undersigned thereunto duly authorized.

VALUEVISION MEDIA, INC.

September 9, 2014 /sl MARK C. BOZEK
Mark C. Bozek

Chief Executive Officer
(Principal Executive Officer)

September 9, 2014 /s/ WILLIAM MCGRATH
William McGrath

Executive Vice President, Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT INDEX
Exhibit
No. Description Manner of Filing
3.1 Articles of Incorporation of the Registrant, as ahed Incorporated by reference (1)
3.2 Amended and Restated By-Laws, as amended Incorporated by reference (2)

10.1 Separation Agreement by and between the RegisirahKeith R. Stewart dated June 22,Incorporated by reference (3)

2014.
311 Certification Filed herewith
31.2 Certification Filed herewith
32 Section 1350 Certification of Chief Executive Officand Chief Financial Filed herewith
Officer
101.INS  XBRL Instance Document Filed herewith
101.SCH XBRL Taxonomy Extension Schema Filed herewith
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Filed herewith
101.DEF XBRL Taxonomy Extension Definition Linkbase Filed herewith
101.LAB  XBRL Taxonomy Extension Label Linkbase Filed herewith
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Filed herewith

(1) Incorporated herein by reference to the Reyigs Quarterly Report on Form 10-Q dated April3011, filed on June 7, 2011, File No.
000-20243.

(2) Incorporated herein by reference to the Remyiss Current Report on Form 8-K dated June 144 2filed on June 20, 2014, File No. 000-
20243.

(3) Incorporated herein by reference to the Reyiss Current Report on Form 8-K dated June 224 2flled on June 25, 2014, File No. 000-
20243.
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Exhibit 31.1
CERTIFICATION
I, Mark C. Bozek, certify that:

1. I have reviewed this report on Form QGsf ValueVision Media, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omgttde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to t
period covered by this report;

3. Based on my knowledge, the financial statement$,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfee periods presented in |
report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls and proceduresauwsed such disclosure controls and procedurbe tbesigned unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial reipgr or caused such internal control over finahceporting to b
designed under our supervision, to provide readenabsurance regarding the reliability of finandi@porting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedsimeport our conclusiol
about the effectiveness of the disclosure control$ procedures, as of the end of the period cougyetis report based
such evaluation; and

(d) Disclosed in this report any change in the regigtsainternal control over financial reporting thatcurred during tf
registrant's most recent fiscal quarter (the resigs fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) andave disclosed, based on our most recent evaluatioriernal control over financi
reporting, to the registrant's auditors and thetaz@mmittee of registrant's board of directors gersons performing the equival
functions):

(a) All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasdrd report financi
information; and

(b) Any fraud, whether or not material, that involvesamagement or other employees who have a significast in the
registrant's internal controls over financial rejray.

Date: September 9, 2014

/sl Mark C. Bozek
Mark C. Bozek

Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION
[, William McGrath, certify that:

1. I have reviewed this report on FormQ®f ValueVision Media, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omgttde a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisietading with respect to t
period covered by this report;

3. Based on my knowledge, the financial statement$,adiner financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, and tfee periods presented in |
report;

4. The registrant's other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

(a) Designed such disclosure controls and proceduresauwsed such disclosure controls and procedurbe tbesigned unc
our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

(b) Designed such internal control over financial reipgr or caused such internal control over finahceporting to b
designed under our supervision, to provide readenabsurance regarding the reliability of finandi@porting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedsimeport our conclusiol
about the effectiveness of the disclosure control$ procedures, as of the end of the period cougyetis report based
such evaluation; and

(d) Disclosed in this report any change in the regigtsainternal control over financial reporting thatcurred during tf
registrant's most recent fiscal quarter (the resigs fourth fiscal quarter in the case of an ahmeport) that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahceporting; and

5. The registrant's other certifying officer(s) andave disclosed, based on our most recent evaluatioriernal control over financi
reporting, to the registrant's auditors and thetaz@mmittee of registrant's board of directors gersons performing the equival
functions):

(a) All significant deficiencies and material weaknesge the design or operation of internal controémofinancial reportin
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasdrd report financi
information; and

(b) Any fraud, whether or not material, that involvesamagement or other employees who have a significast in the
registrant's internal controls over financial rejray.

Date: September 9, 2014

/s/William McGrath
William McGrath

Executive Vice President and Chief Financial Office
(Principal Financial Officer)




Exhibit 32
CERTIFICATION OF THE CHIEF EXECUTIVE AND FINANCIAL  OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ®f ValueVision Media, Inc., a Minnesota corparatithe "Company"), for the quar
ended August 2, 2014as filed with the Securities and Exchange Comimisen or about the date hereof (the "Report"), uhdersigne

officers of the Company certify pursuant to 18 @.SSection 1350, pursuant to Section 906 of thé&@wsOxley Act of 2002, that, to the
knowledge:

» the Report fully complies with the requirementsSeftction 13(a) or 15(d) of the Securities Exchangeoi1934; an

» the information contained in the Report fairly gmets, in all material respects, the financial ctadiand results of operations of
Company.

A signed original of this written statemenfjueed by Section 906 has been provided to the Gomand will be retained by the Comp
and furnished to the Securities and Exchange Cosionior its staff upon request.

Date: September 9, 2014 /s/Mark C. Bozek
Mark C. Bozek
Chief Executive Officer

Date: September 9, 2014 /s/William McGrath
William McGrath
Executive Vice President and Chief Financial Office




