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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15@lF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE QUARTERLY PERIOD ENDED MARCH 31, 2001
OR

__ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 @) OF THE SECURITIES
EXCHANGE ACT OF 1934

[COMMISSION FILE NUMBER 0-21379]
FOR THE TRANSITION PERIOD FROM TO

ROWECOM INC.

(Exact name of registrant as specified in its @rart

DELAWARE 04-3370008
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

15 SOUTHWEST PARK, WESTWOOD, MA 02090
(Address of principal executive office)

(781) 410-3300
(Registrant's telephone number, including area)ode

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastiags.

Yes X No

Number of shares outstanding of the issuer's constauk as o

May 7, 2001
Common Stock, per value $.01 per share 12,452,990
Class Number of shares

outstanding
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PART I -- FINANCIAL INFORMATION
ITEM 1. CONSOLIDATED FINANCIAL STATEMENTS

RoweCom Inc.
Consolidated Balance Sheets
(in thousands)

AT MARCH 31, AT DECEMBER 31,

2001 2000
ASSETS:
Current assets:
Cash and cash equivalents .........cccceee... . $ 6,497 $ 26,597
Accounts receivable (net of allowance for doub tful
accounts of $1,980 and $2,349) ................ L. 68,810 94,429
Other current assets ......ccoceveevccces e 2,615 3,503
Total current assets ......cccceeeeeeeeeee. L 77,922 124,529
Property and equipment, net ........cccccoeeeeeeee. L 9,386 9,734
Goodwill, intangible and other assets, net........ ... 17,201 19,523
Total @ssets ..ccocevvvvevciieicieeeees . $ 104,509 $ 153,786

LIABILITIES AND STOCKHOLDERS' DEFICIT:
Current liabilities:

Loans payable .........ccccoieieiiienn $ 28,961
Accounts payable ......... 61,104
Accrued expenses  ....... 11,025
Accrued compensation.. 815
Customer advances....... 24,609
Deferred revenue ..........cccceeevvcinenenne 22,915
Total current liabilities ................. .. 104,884 149,429
Long term debt, net of current portion ........... 6,135 6,135
Other long term liabilities ....................... 1,922 -
Total long term liabilities .........ccocoeeeeeeeee. 8,057 6,135
Commitments and contingencies
Stockholders' deficit:
Common stock, $.01 par value per share, 34,000 ,000 shares authorized,
12,452,990 and 12,450,954 shares issued and
outstanding, respectively 124 124
Additional paid-in capital .. 113,235 113,235
Treasury stock, at Cost ..........ccvvveeeees (53) (53)
Accumulated deficit ........oooovvviieeee. (118,886) (113,319)
Accumulated other comprehensive loss .......... L (2,852) (1,765)
Total stockholders' deficit ............... . (8,432) (1,778)
Total liabilities and stockholders' defici | EPUPT $ 104,509 $ 153,786

The accompanying notes to the unaudited consotidatancial statements are an integral part ofdtstatements.
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RoweCom Inc. Consolidated Statements of Operations

(in thousands, except share data)

THREE MONTHS ENDED

MARCH 31, MARCH 31,

2001 2000
REVENUES ... $114,033 $ 51,787
Cost of revenues 104,556 47,340
Gross Profit .......cceeeeeeniiieeeniinnns 9,477 4,447
Operating expenses:
Sales and marketing .........ccccceeeeviienenn. 6,925 8,671
Research and development .. 1,896 2,961
General and administrative ..................... 3,187 4,162
Amortization of goodwill and intangibles ....... 1,213 1,613
Total operating expenses ................ 13,221 17,407
Loss from operations ..........ccc...... (3,744) (12,960)
Interest and other expense, net ................... (2,187) (1,821)
Loss before income taxes ............... (5,931) (14,781)
Provision (benefit) for income taxes .............. (364) 220
NetloSS .....ocovvveeiieeiiieeie, $ (5,567) $(15,001)
Basic and diluted net loss per share
Basic and diluted net loss per share ........... $ (.45) $ (1.44)
Weighted average shares used in computing basic
and diluted net loss per share ................. 12,453 10,386

The accompanying notes to the unaudited consotidatancial statements are an integral part ofdétstatements.
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RoweCom Inc. Consolidated Statements of Cash Flows

(in thousands)

THREE MONTHS ENDED

MARCH 31, MARCH 31,
2001 2000

Cash flows from operating activities:

NEtIOSS ccvvvviicciieciece e e, $ (5,567) $ (15,001)

Adjustments to reconcile net loss to net cash ( used in)

provided by operating activities:

Depreciation and amortization .........c....... . 2,154 2,363

Amortization of discount on convertible notes. .. 901 809
Changes in operating assets and liabilities:

Accounts receivable ............cccceeeene 23,235 53,507

Other current and long term assets ............ (914) 1,128

Accounts payable ...........cccccevienennnnn. (31,624) (27,236)

Accrued expenses and accrued compensation ..... e (2,006) (1,817)

Customer advancCes ........cccceeevvveeeennnns (14,050) (3,719)

Deferred revenue .........cccceevieeeeeene (10,758) 709

Net cash (used in) provided by operating activi ties ........... (38,629) 10,743
Cash flows from investing activities:

Purchase of property and equipment ............. ... (566) (449)

Cash paid to acquire business, net of cash acqu ired ........... - (105)

Net cash used in investing activities ......... . (566) (554)

Cash flows from financing activities:
Net proceeds from the issuance of common stock ... - 65

Loan repayments (4,000) 50,447
Loan proceeds .........ccoueeeerniiieeeininnes 24,540 (64,480)
Net cash provided by (used in) financing activi ties ........... 20,540 (13,968)
Effect of exchange rateson cash ............ .. (1,445) (193)
Net decrease in cash and cash equivalents ..... ... (20,100) (3,972)
Cash and cash equivalents, beginning of period .... ... 26,597 13,264

Cash and cash equivalents, end of period ..........

SUPPLEMENTARY INFORMATION:
Income taxes paid ...........ccoeeeveininnnns
Interest paid .......ccccceevevveeeeiiriinnnns

$ 117
$ 688

The accompanying notes to the unaudited consotidatancial statements are an integral part ofdletatements.

-5



ROWECOM INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

1. THE COMPANY

The consolidated financial statements include temants of RoweCom Inc. ("RoweCom") and its whallyned subsidiaries. All significant
intercompany accounts and transactions between Romeand its subsidiaries, included in the accomppanfinancial statements, have been
eliminated.

2. INTERIM RESULTS

As permitted by the rules of the Securities andraxge Commission applicable to Quarterly ReportB@m 10-Q, these notes are
condensed and do not contain all the disclosuigsined by generally accepted accounting princigheference should be made to the
consolidated financial statements and related rintdsded in RoweCom's Annual Report on Form 10-K@Athe year ended December 31,
2000, as filed with the Securities and Exchange @@sion on April 30, 2001.

In the opinion of the management of RoweCom, tlee@panying unaudited consolidated financial statémeontain all adjustments
(consisting primarily of normal recurring accruatensidered necessary for a fair statement ofdkelts for the interim period.

The results disclosed in the Consolidated BalateeSat March 31, 2001, the Consolidated Statenfe@perations for the three months
ended March 31, 2001, and the Consolidated Stateofi€?ash Flows for the three months ended Marci2B8Q1 are not necessarily
indicative of the results to be expected for tHeyear.

The preparation of the financial statements in gonfty with generally accepted accounting principlequires management to make
estimates and assumptions that affect the repartemints of assets and liabilities and disclosutb@tontingent assets and liabilities at the
date of the financial statements and the repomeauats of expense during the reporting period. Alatesults could differ from those
estimates.

The financial statements have been prepared osis Wwhich assumes that RoweCom will continue asiaggconcern and which
contemplates the realization of assets and thefaettion of liabilities and commitments in the nalmourse of business. As stated herein and
discussed in detail in Management's Discussionfaradysis, RoweCom has incurred a net loss of $5l6omfor the 2001 Three Month
Period. As of March 31, 2001, RoweCom had cashcastl equivalents of $6.5 million, a working capdeficit of $27.0 million, $48.0

million of seasonal short-term debt and long-teiahilities of $8.1 million. These circumstancesseasubstantial doubt about RoweCom's
ability to continue as a going concern. RoweCoroigiouation as a going concern is dependent upamreRom's ability to raise additional
capital and to generate sufficient cash flows fiapearations to meet RoweCom's obligations on a tirhakis. Management's plans with
regard to these matters include actions takendiwoe RoweCom's cost structure as well as seekidigi@uhl financing arrangements.
Although management continues to pursue these,glaa® is no assurance that RoweCom will be sgéaleis obtaining sufficient financin

or in reducing costs. The financial statementsatantlude any adjustments that might result frova dutcome of this uncertainty.

3. NET LOSS PER COMMON SHARE

Basic net loss per share excludes the effect ofidative options, warrants or convertible secestand is computed by dividing income
available to common stockholders by the weighteztaye number of common shares outstanding fordtiegh Diluted earnings per share
reflects the potential dilution that could occusécurities or other contracts to issue commorksi@re issued, exercised or converted into
common stock. Dilutive common share equivalentsisbrof stock options and warrants calculated ugiegreasury stock method.

-6-



The following is a calculation of net loss per ghar
(in thousands, except per share data)

THREE MONTHS ENDED

MARCH 31, MARCH 31,

2001 2000
Historical
Basic and diluted:
Net loss to common stockholders ............ . ... $(5,567) $ (15,001)
Weighted average number of common shares ..... ... 12,453 10,386
Net loss per common share--basic and diluted. ... $ (.45) $ (1.44)

Options to purchase shares of RoweCom's commoh &itading 1,950,221 and 968,837 at March 31, 28@d 2000, respectively, and
warrants to purchase common stock totaling 1,38d0&l 224,000 at March 31, 2001 and March 31, 2@3pectively, were outstanding but
were not included in the computation of dilutednégs per share as the inclusion of these sharatviave been antidilutive.

4. COMPREHENSIVE LOSS

THREE MONTHS ENDED

MARCH 31, MARCH 31,

2001 2000
NEt I0SS ..ooiiiieiiieiiie et $ (5,567) $ (15,001)
Other comprehensive loss:
Foreign currency translation adjustment..... (1,086) (368)
Comprehensive [0SS .........ccccooeeeiciinennne. $ (6,653) $ (15,369)

5. OPERATING SEGMENT AND GEOGRAPHIC INFORMATION

RoweCom operates in one business segment, that hgirovider of knowledge acquisition and managerservices. RoweCom conducts
operations in the United States, Canada, FranedJtlited Kingdom, Spain, Australia, Korea, and TaaiwRoweCom's reportable segments
are based upon geographic area. RoweCom has fmntable segments: North America, France, the drifiegdom and Other. North
America consists of the United States and Canatteer@onsists of Spain, Australia, the Netherlattus British Virgin Islands, Barbados,
Korea, and Taiwan and were not reported separageliiey are not material. RoweCom evaluates pediocsbased on several factors, of
which the primary financial measure is operatingpime. The accounting policies of the business satmage the same as those described in
Note 1 "Summary of Significant Accounti
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Policies" included in RoweCom's Annual Report omnrd.0-K/A for the year ended December 31, 2000iles with the Securities and
Exchange Commission on April 30, 2001. The follogviable summarizes the revenue, gross profit, tipgréoss, depreciation and
amortization expense, and identifiable assets pgrtable segment.

North United

America  France Kingdom Other Co nsolidated
March 31, 2001
REVENUE ..o $ 91,004 $15,327 $ 5465 $ 2,237 $ 114,033
Gross profit .....cceeeeeeevevieneennnnn. 7,366 1,579 181 351 9,477
Operating 10SS ......cc.coeeiiiieeeennnes (1,808) (536) (949) (451) (3,744)
Depreciation and amortization ............ 1,671 265 63 155 2,154
Identifiable assets ...........c.......... 41,976 48,692 5,950 7,891 104,509
March 31, 2000
REVENUE ....c.eveiiiiiiiicie $ 31,200 $13,047 $ 6,039 $ 1,501 $ 51,787
Gross profit .......cccoceeeveeeninenne 2,068 1,559 542 288 4,447
Operating 10SS .......cccoveerieennnen. (11,767)  (286) (350) (557) (12,960)
Depreciation and amortization ............ 1,808 66 79 410 2,363
Identifiable assets ............cc....... $ 75,427 $44,355 $ 7,182 $21,794 $ 148,758

The loss of any one client's revenues would noeeshly affect RoweCom's revenue or gross profitvé&oom did not derive more than 2%
total revenues from any one client for the threetine ended March 31, 2001 and did not derive nuar 8% of total revenues from any one
client for the three months ended March 31, 2000.

6. SECURED SHORT TERM NOTES

On January 31, 2001, RoweCom closed $9 millionaating rate senior secured notes from severall®ippThe notes are due on December
28, 2001, and interest is payable upon maturithhefloan at a rate of prime plus 1%. The notesaberdinated to all revolving lines of credit
of RoweCom and are collateralized by substant&llpf RoweCom's trade accounts receivables artdinesther assets. As of March 31,
2001, $9.0 million was outstanding.

RoweCom is currently in default on the $9 milli@n®r secured notes due on December 31, 2001 asfiect to Section 9.8, Capital
Expenditures, and

Section 11(g), Undischarged Final Judgements. Re@welas purchased greater than $100,000 in capiatsasince the closing of the loan,
which violates

Section 9.8. In addition, Section 11(g) is violatsdthe lawsuit with two former employees (refePaot 11, Item |. Legal Proceedings) seeks
damages in excess of $50,000 and has remaine@ioditsg for greater than sixty days.

7. UNITED STATES LINE OF CREDIT

On February 5, 2001, RoweCom obtained a $25 millimnof credit for its United States subsidiariesm Fleet Capital. The line of credit is
collateralized by the receivables of RoweCom's éthBtates operating subsidiaries and certain adssts. The line of credit bears interest at
the rate of prime plus 2% and expires on May 30120 his line was paid in full as of April 4, 2000otal fees associated with the line of
credit were approximately $825,000. On April 16020RoweCom received a waiver on its covenants frteet Capital, regarding its non-
compliance with the January 2001 covenants. Rowe®amin compliance with both the February 2001 ldiadch 2001 covenants.

8. ROWECOM FRANCE S.A.S. SECURED SHORT-TERM NOTES

On March 9, 2001, RoweCom France, S.A.S., a whmdlged subsidiary of RoweCom, received extensionhemxisting lines of credit in
France, for a total of (euro)4 million ($4.4 milipfrom Credit Lyonnais, Banque Nationale de P&8aclays Bank, and Banque Populare
Region Quest de Paris in order to pay off the Mas#rinvestments Ltd. $4 million convertible debeatThe loans matured on April 30,
2001. Interest rates range from EUIBOR plus .45%WBOR plus .60%. The extensions are collaterdlizg 60% of the outstanding stock
of RoweCom France, S.A.S., RoweCom UK Limited, RGam Espana S.L., RoweCom Australia Pty. Ltd., Romra®orea, Inc., and
RoweCom Faxon Taiwan-Hong Kong, all of which areoishowed subsidiaries of RoweCom. On April 30, 20the due date was extended
to May 31, 2001.

9. PAYMENT OF $4 MILLION CONVERTIBLE DEBENTURE

On March 12, 2001, RoweCom received a waiver froontybse Investments Ltd., extending the due datésd¥ million six-month
convertible debenture until March 14, 2001. On Matd, 2001 RoweCom paid off the $4 million conuagidebenture, including all accrued
interest.

10. LEGAL PROCEEDINGS

On February 22, 2001, RoweCom was served with adawrought by two former employees and sharelsldERoweCom, David Rifkin
and Julie Beckerman. In that case, the plaintifegad that RoweCom had breached its Employmené&gents with the plaintiffs, resulti



in constructive termination of their employmentiwRoweCom. In addition, the plaintiffs alleged tRatweCom failed to register certain
securities with the SEC, causing the plaintiffaraability to sell their stock at an advantageouserThe lawsuit seeks $1.4 million in
damages, which may be covered by insurance paliRieseCom believes that the lawsuit is without tne&nd intends to defend it vigorous

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

CAUTIONARY NOTE

This quarterly report on Form 10-Q contains forwkroking statements within the meaning of the Rev@ecurities Litigation Reform Act of
1995. This Act provides a "safe harbor" for forwdodking statements to encourage companies to geguiospective information about
themselves so long as they identify these statesrantorward looking and provide meaningful cawdigrstatements identifying important
factors that could cause actual results to diffemfthe projected results. All statements othen ttatements of historical fact made in this
Form 10-Q are forward looking. In particular, thatements herein regarding industry prospects atulef results of operations or financial
position
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are forward-looking statements. Forward-lookingesteents reflect management's current expectatiothsuge inherently uncertain.
RoweCom's actual results may differ significantlynh management's expectations. The risks and @mcies described or discussed in the
section "Business-Additional Factors that may Afffegture Results" in the Form 10-K/A of RoweConedilon April 30, 2001 describes
some, but not all, of the factors that could catsse differences. These risks include, among stltee following:

-The failure to raise additional capital.
-The failure to remain listed on the Nasdaqg Natidarket.

-The failure to maintain our leadership positiorotigh enhancement of our services and catalog ghmiaes, newspapers, journals and e-
journals, books and other knowledge resout

-The failure to significantly and rapidly increaser client base.

-The development by competitors of services singtasuperior to the services we offer.

-The failure to increase penetration of our exgtilient base.

-The failure of businesses to widely adopt intrarsetd the Internet as means for purchasing suliscispand books.
-The inability to identify, attract, retain and rivatte qualified personnel.

OVERVIEW OF ROWECOM'S OPERATIONS AND FINANCIAL PERF ORMANCE

RoweCom is a leading business-to-business prowideigh-quality service and e-commerce solutionspiiarchasing and managing the
acquisition of magazines, newspapers, journalseajodirnals, books and other printed sources of ceroial, scientific and general interest
information and analysis. RoweCom refers to thesdyxts as "knowledge resources." RoweCom offsrsliénts and their employees easy
and convenient access to one of the largest catalioknowledge resources on the Internet. Rowedsmpmovides businesses, academic and
other non-profit institutions with a highly effeeti means of managing and controlling purchasesaofledge resources and reducing costs.
RoweCom's services fall into two main categorigsaly services and desktop services. RoweComtwmgents in knowledge intense
industries, such as business and financial seriesedical; academic and the federal governneerd;corporate and professional services.

RoweCom began significant commercial operationdanch 1996. RoweCom introduced the kStore in JI88¥ land began to significantly
concentrate on library services as a result oatlgpuisition of Dawson's Subscription Business itoDer 1999. Since its inception, RoweC
has incurred significant net losses and, as of Madg 2001, had an accumulated deficit of $118l8ani

Substantially all of RoweCom's revenues are geediay the sale of magazines, newspapers, joursdsirnals, books and other knowledge
resources published by third parties. The salee i each knowledge resource reflects the cd’bteeCom of the knowledge resource plus
the fee retained by RoweCom. A significant portidiRoweCom's revenues are generated in the foudhtey of each year, primarily beca
most subscriptions are purchased or renewed irgthater, with subscriptions generally beginninglanuary 1st.

RESULTS OF OPERATIONS

COMPARISON OF THE THREE MONTHS ENDED MARCH 31, 200IHE 2001 THREE MONTH PERIOD") WITH THE THREE
MONTHS ENDED MARCH 31, 2000 (THE "2000 THREE MONTPERIOD")

REVENUES. Revenues for the 2001 Three Month Pesiec: $114.0 million, as compared to $51.8 millionthe 2000 Three Month Peric
an increase of $62.2 million or 120%. This increasilted primarily from a $52.3 million carryowafrrevenue from the fourth quarter of
2000. The $52.3 million carryover was due to the fhat RoweCom did not finalize its United Stdtae of credit until February 2001, whi
required RoweCom to defer $52.3 million of revetw¢he first quarter of 2001. In addition, the WxitStates recorded $8.3 million more in
revenue during the 2001 Three Month Period thaididuring the 2000 Three Month Period. This growdi be attributed to both timing
issues and growth in our client base.

COST OF REVENUES. Cost of revenues in the 2001 8 Menth Period was $104.6 million as compared 0 .34nillion during the 2000
Three Month Period, an increase of $57.2 millior1®1t%. $48.4 million in cost of revenue was carogdr from the last quarter of 2000,
which was a result of the deferral of revenue &.85million. (Refer to the "Revenues” descriptidimee.) As a percentage of revenues, cost
of revenues increased to 92% during the 2001 TMieeth Period as compared to 91% in the 2000 ThreatMPeriod.

SALES AND MARKETING. Sales and marketing expensesrdased to $6.9 million during the 2001 Three Mdgriod from $8.7 million
in the 2000 Three Month Period, a decrease of lllibn or 20%. Personnel expenses decreased forfidlion in the 2001 Three Month
Period from $5.3 million in the 2000 Three MonthriBd. This decrease was primarily due to synerggatized from the Dawson acquisition,
including the consolidation of the sales and manietepartments and the realignment of the foclRBafeCom's sales and marketing
departments. The termination of RoweCom's "distaeting program” and a cost containment prograenao examples of RoweCon



efforts to reduce expenses. The most significaotedse in personnel was noted in the United Statesre there were 55 fewer people on
March 31, 2001 as compared to March 31, 2000.

RESEARCH AND DEVELOPMENT. Research and developnesipenses decreased to $1.9 million in the 2001€eThi@nth Period from
$3.0 million in the 2000 Three Month Period, a éase of $1.1 million or 36%, primarily as a resdlteductions in staff and a decrease in
consulting expenses associated with the developofé«Btore.
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GENERAL AND ADMINISTRATIVE. General and administiaé expenses decreased to $3.2 million in the Z08#&e Month Period
compared to $4.2 in the 2000 Three Month Periatkaease of $975,000 or 23%. This decrease carirbarpy attributed to reductions in
staff and continuous efforts made to lower ovezaflenses in these areas. For example, the RoweQmurate office reported the most
significant decrease in personnel expenses, wigitaction of $376,000 for the 2001 Three Month &ri

AMORTIZATION OF GOODWILL AND INTANGIBLES. Amortizaton of goodwill and intangibles was $1.2 milliontimee 2001 Three
Month Period compared to $1.6 million in the 2000 de Month Period. Intangible assets were writi@nrdto their fair value as a result of
the charge for the impairment of intangible ase€®%30.1 million in the fourth quarter of 2000. Bhuhe reduced value of the intangible a:
has led to a decrease in amortization expensei@@d1 Three Month Period compared to the 2000eTktenth Period.

INTEREST AND OTHER EXPENSE, NET. Interest expenss 2.2 million in the 2001 Three Month period espared to $1.8 million in
the 2000 Three Month Period. The 2001 period expénprimarily a result of the amortization of tiscount on the debt financing related to
certain debt financings, interest paid on the nbedd by RAM Capital, and interest paid on the Flew of credit. The discount on the debt
financing resulted primarily from warrants issuedlebt holders and certain embedded beneficialarsion features. The 2000 period
expense is primarily a result of the interest paidhe outstanding lines of credit.

PROVISION FOR INCOME TAXES

The benefit for income taxes was $364,000 for @12Three Month Period as compared to a provisiointome taxes of $220,000 for the
2000 Three Month Period. The provision/benefit rded relates to RoweCom's foreign operations.

LIQUIDITY AND CAPITAL RESOURCES

Net cash used in operating activities was $38.6anifor the 2001 Three Month Period as compare$ili®. 7 million of cash provided for ti
2000 Three Month Period. Cash used for the 200&é& Month Period resulted primarily from a net 106$5.6 million, a $31.6 million
decrease in accounts payable, a $14.1 million dseri customer advances and a $10.8 million deerieadeferred revenue. This was
partially offset by a decrease in accounts recdévab$23.2 million. Cash provided by operatinghaties for the 2000 Three Month Period
was primarily attributable to a decrease in accouveteivable of $53.5 million, partially offset bynet loss of $15.0 million and a $27.2
million decrease in accounts payable.

Net cash used in investing activities for the 200tee Month Period was $566,000, all of which wsedito purchase property &
equipment. Net cash used in investing activitiestie 2000 Three Month Period was $554,000, subiatiyrall of which was used to
purchase property and equipment.

Net cash provided by financing activities was $2@ibion for the 2001 Three Month Period as complai®$14.0 million of cash used for t
2000 Three Month Period. Loan proceeds were $24llm offset by loan repayments of $4.0 millioorfthe 2001 Three Month Period.
During the 2000 Three Month Period, repaymentsoand were $64.5 million, offset by loan proceed$5ff.4 million.

The financial statements have been prepared osis Wwhich assumes that RoweCom will continue asiaggconcern and which
contemplates the realization of assets and thefaettion of liabilities and commitments in the nalmourse of business. As stated herein and
discussed in detail in Management's Discussionfaralysis, RoweCom has incurred a net loss of $5l6omfor the 2001 Three Month
Period. As of March 31, 2001, RoweCom had cashcastl equivalents of $6.5 million, a working capdasficit of $27.0 million, $48.0

million of seasonal short-term debt and long-teabilities of $8.1 million.

These factors raise substantial doubt about RowéCalpility to continue as a going concern. Therfial statements do not include any
adjustments relating to the recoverability in disation of recorded asset amounts or to the artoumclassification of liabilities that may be
necessary if RoweCom is unable to continue asrggmwncern. RoweCom's continuation as a going cariselependent on RoweCom's
ability to raise additional capital and to geneu#ficient cash flows from operations to meebitgigations on a timely basis.

RoweCom is continuing to identify and implementi@ts$ to improve RoweCom's liquidity. Anticipateditetions in operating expenses are
expected to be achieved through additional syneffgien the acquisitions in the prior year, incluglibut not limited to: the closing of several
offices, a reduction in headcount, and the conatibd of back-office systems. More specifically M&Com is currently in the process of
consolidating its proprietary subscription systemthe United States, Canada and Europe. Thidewt to lower maintenance levels, as there
will be only one catalog to update and there wglifewer employees required to keep the system dpuaming. In addition, the reduction of
the headcount and the closing of several officdishgithe result of merging the fulfillment depagnts in the United States, Canada and
Europe into only three fulfillment departments. @sesult of these actions and the expected congingriowth in
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revenues, management anticipates that RoweCongevikbrate positive cash flow from operations forftbeal year 2001.

RoweCom requires additional capital to operate Roove's business. Management is currently seekintjiaola long-term debt financing
and equity investments. There can be no assurhatedditional capital will be available on readdleaerms, if at all. Additional equity
investments at this time would create significahttan for existing shareholders.

Existing credit facilities are not expected to bfisient to cover liquidity requirements after Bauber 2001; and RoweCom will face the
prospect of not having adequate funds to opermstauisiness. There can be no assurance that addliti@dit facilities can be arranged by
December 2001, in which case RoweCom would be ertalinake full payments to all of the publishersehalf of those clients who have
not paid RoweCom. In that event, RoweCom would rteeéess continue to send those orders to the ghéaks and attempt to negotiate with
publishers a schedule of payment for those cligratshave not paid for their orders in advance.

As discussed in the Overview, RoweCom has histilyiexperienced seasonal fluctuations in revengeabse approximately three quarters
of RoweCom's revenues have been generated in tinkh fguarter of each year, the time when mosttirtginal subscriptions are purchased or
renewed. As such, RoweCom makes substantial additexpenditures in the fourth quarter as RoweCenerally pays publishers by mid-
December of each year, while the majority of RowGooutstanding receivables from clients are paithé first quarter of the following

year. As a result of this seasonal nature of Rowe€acash flows, RoweCom relies on bank financinglares of credit to cover curre
operating expenses during this period. During 260a8yeCom had difficulty in obtaining a line of cretb support the United States opera
due to RoweCom's credit condition. As a result, BGam did not finalize RoweCom's United States tifieredit until February 2001, which
resulted in the deferral of revenue of approxime$&3.2 million from the fourth quarter of 2000the first quarter of 2001. (Refer to the
revenue section under "Results of Operations".)

REVOLVING LINES OF CREDIT

In March 2001, RoweCom's wholly owned French subsjd RoweCom France S.A.S. obtained extensioritssarurrent lines of credit from
Credit Lyonnais, Banque Nationale de Paris, BascBgnk, and Banque Populare Region Quest de Badk,for (euro)1 million ($1.1
million). All four extensions mature on April 300@1, and are collateralized by 60% of the outstagndiock of RoweCom France, S.A.S.,
RoweCom UK Limited, RoweCom Espana S.L., RoweCortralia Pty. Ltd., RoweCom Korea, Inc., and Rowedearon Taiwan-Hong
Kong, all wholly owned subsidiaries of RoweCom.

In February 2001, RoweCom obtained a $25 millioe bf credit for its United States subsidiariedwiteet Capital. The line of credit is
collateralized by the receivables of RoweCom's éthBtates operating subsidiaries and certain assts. The line of credit bears interest at
the rate of prime plus 2% and expires on May 30120 his line was paid in full as of April 4, 2001.

In January 2001, RoweCom closed $9 million in flogtrate senior secured notes from several sugplidre notes are due on December 28,
2001, and interest is payable upon maturity ofitlae at a rate of prime plus 1%. The notes arerslifated to all revolving lines of credit of
RoweCom and are collateralized by substantiallpfaRoweCom's trade accounts receivables and nesther assets. Outstanding borrow
at March 31, 2001 were $9 million.

In November 2000, RoweCom's wholly owned Frenclsilidry established a line of credit which permaithiaximum borrowing capacity as
follows: 98.0 million French Francs through andurtng April 30, 2001; 52.0 million French Franesrh May 1, 2001 through and includi
June 30, 2001; and 13.0 million French Francs fiafg 1, 2001 through and including August 31, 2@drrowing under the facility is
limited to 100% of the subsidiary's accounts reakig, and accrues interest at the rate of EURIBOBS¢ at March 31, 2001) plus 0.55%.
The line of credit also provides for a 10.0 milliBrench Franc daily overdraft and expires on Augdst?001. Outstanding borrowings at
March 31, 2001 were $9.7 million.

In November 2000, RoweCom's wholly owned Frenclsilidry established a line of credit which permaithiaximum borrowing capacity as
follows: 82.0 million French Francs through andliaing April 15, 2001; 60.0 million French Franesrh April 16, 2001 through and
including June 15, 2001; and 15.0 million
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French Francs from June 16, 2001 through and iimajuduly 31, 2001. Borrowing under the facilityliipited to 120% of the subsidiary's
accounts receivable, and accrues interest at te@f&URIBOR (4.55% at March 31, 2001) or a minimaf 5.75% plus 0.55%. The line of
credit also provides for a 5.0 million French Fratady overdraft and expires on July 31, 2001. @uiding borrowings at March 31, 2001
were $9.6 million.

In November 2000, RoweCom's wholly owned Frenclswlidry established a line of credit which pernaithiaximum borrowing capacity as
follows: 100.0 million French Francs through andimling March 31, 2001; 55.0 million French Frafreen April 1, 2001 through and
including May 31, 2001; and 13.0 million Frenchmas from June 1, 2001 through and including July2BD1. Borrowing under the facility
is limited to 100% of the subsidiary's account®ieable, and accrues interest at the rate of EURBO55% at March 31, 2001) plus 0.50%.
The line of credit also provides for a 5.0 milliBrench Franc daily overdraft and expires on July28D1. Outstanding borrowings at March
31, 2001 were $9.6 million.

In November 2000, RoweCom's wholly owned Frenclswlidry established a line of credit for 45.0 mitliFrench Francs. Borrowing under
the facility is limited to 100% of the subsidiargscounts receivable invoices greater than or équbl0 million French Francs, and accrues
interest at the rate of EURIBOR (4.55% at MarchZ1)1) plus 0.50%. The line of credit also provittesa 5.0 million French Franc daily
overdraft and expires on March 31, 2001. Outstapdimrrowings at March 31, 2001 were $5.6 million.

In October 1999, RoweCom's wholly owned United Kiogy subsidiary entered into a revolving line ofdiréor up to (pound)3.0 million.
The line of credit was collateralized by the sulasigls accounts receivable. In addition, RoweComrgnteed the loan up to an aggregate of
(pound)5.4 million. The line of credit was availaltb the borrower until April 2, 2000 and bore et at the rate of the bank's base rate,
LIBOR (3.21% at December 31, 1999) plus 1%. In N@go0, the revolving line of credit was reneweddoe year and increased to up to
(pound)4.5 million bearing interest at the ratéhaf bank's base rate, LIBOR (4.61% at March 311p00here were no outstanding
borrowings at March 31, 2001.

EURO CURRENCY ISSUES

Effective January 1, 1999, eleven of the fifteemrher countries of the European Union establisheztfconversion rates between their
existing currencies and one common currency (theo"§. The euro trades on currency exchanges anskid in business transactions.
Beginning in January 2002, bills and coins denoteitian the euro will be issued and existing curienevill be withdrawn from circulation.
RoweCom foreign subsidiaries expect to transacagnal portion of their business in the euro dgfiscal 2001. Also, RoweCom's foreign
subsidiaries are not yet required to prepare reporocal regulatory agencies using the euro. iameent expects that IT systems used by
RoweCom's foreign subsidiaries will be repairedeplaced in a timely manner to facilitate businesssactions and reporting to local
government agencies. Cost to repair and/or replasgstems are not expected to be material.

QUANTITATIVE AND QUALITATIVE INFORMATION ABOUT MARK ET RISK
EXCHANGE RATE RISK MANAGEMENT

RoweCom enters into forward currency contracts arilpin European, Australian and Canadian curestd hedge its foreign currency
exposures. Forward currency contracts have matsirti less than one year. These contracts aretaiseduce RoweCom's risk associated
with exchange rate movements, as gains and lossthese contracts are intended to offset exchargges$ and gains on underlying
exposures. RoweCom does not engage in currencylspiea. At March 31, 2001, the face amount of tartding forward currency contracts
to buy and sell United States dollars for non-UhiBates currencies was not material.

INTEREST RATE RISK MANAGEMENT

Due to its short-term duration, the fair value a@i#&Com's borrowings at March 31, 2001 approximagedying value. Interest rate risk was
estimated as the potential increase in fair vadsailting from a hypothetical 10% increase in irgerates. The resulting hypothetical change
was approximately $2.5 million in incremental irggtr expense over the term of the debt.
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RECENT ACCOUNTING PRONOUNCEMENTS
None

PART Il -- OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

On February 22, 2001, RoweCom was served with adawrought by two former employees and sharelmsldERoweCom, David Rifkin
and Julie Beckerman. In that case, the plaintifegad that RoweCom had breached its Employmené&gents with the plaintiffs, resulting
in constructive termination of their employmentiwiRoweCom. In addition, the plaintiffs alleged tRatweCom failed to register certain
securities with the SEC, causing the plaintiffaraability to sell their stock at an advantageouserThe lawsuit seeks $1.4 million in
damages, which may be covered by insurance paliRieseCom believes that the lawsuit is without tn&nd intends to defend it vigorous

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS
None
ITEM 3. DEFAULTS UPON SENIOR SECURIITES

RoweCom is currently in default on the $9 milliengor secured notes due on December 31, 2001 esghect to Section 9.8, Capital
Expenditures, and

Section 11(g), Undischarged Final Judgements. Rawelas purchased greater than $100,000 in capiat@since the closing of the loan,
which violates

Section 9.8. In addition, Section 11(g) is violatedthe lawsuit with two former employees (refePtot II, Item I. Legal Proceedings) seeks
damages in excess of $50,000 and has remaineduoditsg for greater than sixty days.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
None

ITEM 5. OTHER INFORMATION

None

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

None
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SIGNATURE

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

ROWECOM INC.

May 15, 2001 By: /s/ Rodney Smith
Rodney Smith
Vi ce President of Finance, Treasurer, and Interim
Chi ef Financial Oficer (duly authorized officer,
principal financial and accounting officer)
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