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New York, New York 10153
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Attorneys for Debtors and Debtors in Possession

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre : Chapter 11
Blockbuster Inc., ef al.,' : Case No. 10-14997 (BRL)

(Jointly Administered)
Debtors.

X

DEBTORS’ MOTION, PURSUANT TO 11 U.S.C. §§ 105, 363, 364,

AND FED. R. BANKR. P. 2002, 4001, 6004, 6006, 9008, AND 9014, FOR

ENTRY OF: (I) AN ORDER APPROVING (A) BID PROCEDURES,

(B) STALKING HORSE EXPENSE REIMBURSEMENT, (C) NOTICE
OF SALE, AUCTION, AND SALE HEARING, (D) ASSUMPTION
PROCEDURES AND RELATED NOTICES, (E) INCURRENCE

OF SALE-RELATED ADMINISTRATIVE PRIORITY CLAIMS, AND

(F) IMPOSITION OF AN ADMINISTRATIVE STAY; AND (II) AN ORDER
APPROVING THE SALE OF SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS

TO THE HONORABLE BURTON R. LIFLAND,
UNITED STATES BANKRUPTCY JUDGE:

The Debtors, together with the last four digits of each Debtor’s federal tax identification number, are:
Blockbuster Inc. (5102); Blockbuster Canada Inc. (1269); Blockbuster Digital Technologies Inc.
(9222); Blockbuster Distribution, Inc. (0610); Blockbuster Gift Card, Inc. (1855); Blockbuster Global
Services Inc. (3019); Blockbuster International Spain Inc. (7615); Blockbuster Investments LLC
(6313); Blockbuster Procurement LP (2546); Blockbuster Video Italy, Inc (5068); Movielink, LLC
(5575); Trading Zone Inc. (8588); and B> LLC (5219).
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Blockbuster Inc. and its debtor affiliates, as debtors and debtors in possession
(collectively, “Blockbuster” or the “Debtors”)* submit this motion (the “Motion”) and

respectfully represent as follows:

I
PRELIMINARY STATEMENT

1. More than twenty five years ago, Blockbuster became the first national
retail chain provider of in-home entertainment. Since its incorporation in 1982, Blockbuster
has expanded its retail business operations domestically and abroad via a mix of corporate and
franchisee-owned stores, and, more recently, expanded into the by-mail, digital, and vending
distribution channels. Despite these efforts at retaining its brand relevancy and market
presence, Blockbuster has faced a number of challenges in recent years, which, taken together,
have had a negative impact on its overall financial performance.

2. Among the many reasons for declining revenues, the largest challenge
that Blockbuster has faced in the past several years is the rapid rise of new competitors that
use alternative distribution methods to meet customer demands. These competitors have
garnered substantial market share and have eroded the size of Blockbuster’s traditional “brick
and mortar” retail store based customer market, resulting in a decline in revenues. In addition

to competitors that rent, sell, or trade movies and games in new ways, Blockbuster has also

Information regarding Blockbuster’s business, capital structure, and the circumstances leading to
these chapter 11 cases is contained in the Affidavit of Jeffery J. Stegenga Pursuant to Local
Bankruptcy Rule 1007-2 in Support of First Day Motions {Docket No. 3], filed on September 23,
2010 (the “Commencement Date’’), the date on which each of the Debtors commenced a voluntary
case under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code”). The Debtors
are authorized to continue to operate their business and manage their properties as debtors and debtors
in possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. The Debtors’ cases are
being jointly administered pursuant to Rule 1015(b) of the Federal Rules of Bankruptcy Procedure
(the “Bankruptcy Rules”). Further, on October 1, 2010, the United States Trustee for Region 2 (the
“U.S. Trustee”) appointed a statutory committee of unsecured creditors (the “Creditors’
Committee™).
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faced an overall decline in the market for the rental and sale of physical discs, as competition
has increased with providers of direct delivery media entertainment—-sﬁéh as direct broadcast
satellite, on-demand and pay-per-view offerings, growing penetration of broadband Internet
access, TiVo/DVR, and the growth of on-demand digital streaming rentals and sales over the
Internet by services such as Apple’s iTunes service and Amazon.com. Accordingly, at various
points over the past several years, the Debtors experienced liquidity problems and had
difficulty accessing capital.

3. As further detailed in the First Day Affidavit, the commencement of
these chapter 11 cases was the result of months-long negotiations between the Debtors and
certain of the holders (the “Steering Committee”) of approximately 80% in principal amount
of the 11.75% Senior Secured Notes due 2014 issued by Blockbuster Inc. (the “Senior
Secured Notes™). Specifically, immediately prior to the Commencement Date, Blockbuster
entered into a Plan Support Agreement (the “PSA”) with the Steering Committee pursuant to
which they agreed to the terms of a chapter 11 plan (the “Plan”). The Plan contemplated the
substantial deleveraging of Blockbuster by, among other things, converting all of the Senior
Secured Notes into equity of the reorganized Blockbuster, thus providing the reorganized
Blockbuster with a capital structure designed to have the financial flexibility necessary to
enable pursuit of its business plan in an optimal manner.

4. In connection with the PSA, the Steering Committee also agreed,
subject to the participation rights of all holders of the Senior Secured Notes (collectively, the

“DIP Lenders™), to provide debtor in possession financing (the “DIP Facility”)’ to the

3

The DIP Facility was approved pursuant to that certain Final Order (I) Authorizing Postpetition
Superpriority Secured Financing Pursuant to 11 U.S.C. §§ 105(a), 361, 362, 364(c)(1), 364(c)(2),
364(c)(3), 364(d)(1) and 364(e), (1I) Authorizing Postpetition Use of Cash Collateral Pursuant to 11
US.C. § 363, and (I1l1) Granting Adequate Protection Pursuant to 11 U.S.C. §§ 361, 362, 363 and
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Debtors so as to ensure that Blockbuster’s business had sufficient liquidity for ordinary course
operations during the restructuring, which financing was approved by the Court after extensive
negotiations with, and concessions to, the Creditors” Committee. Thus, the Debtors
commenced these chapter 11 cases with the reasonable expectation of consummating the Plan
within the time frame set forth in the PSA given the liquidity runway of the DIP Facility and
the support of its key constituencies.

5. Due to, among other things, poor holiday sales, deteriorating business
operations, the inability to reach a consensus with the DIP Lenders with respect to a long-term
business plan and the failure to meet certain other milestones required by the PSA?, the
Debtors, in conjunction and in consultation with the Steering Committee, determined that the
Plan was no longer feasible. The Debtors and the Steering Committee thus agreed, in an effort
to maximize the value of the Debtors’ estates, to pursue a sale of substantially all of the
Debtors’ assets on an expedited basis under section 363 of the Bankruptcy Code.

6. In furtherance of this process, and recognizing the limited period of
time the DIP Lenders were willing to provide financing and the consensual use of cash
collateral given the Debtors’ liquidity concerns, the Debtors determined to select on an
expedited basis one of two proposals from among certain members of the Steering Committee

who had expressed an interest in serving as a stalking horse bidder. The Debtors required that

364 [Docket No. 432], dated October 27, 2010 (the “DIP Order”). As of the date hereof, no amounts
are outstanding under the DIP Facility for new money borrowings. However, the Roll-UP Notes
provided for in the DIP Facility (as defined therein) are in the amount of $125 million.

Such failure has resulted in the occurrence of a Termination Event under the terms of the PSA and an
Event of Default under the DIP Facility. Accordingly, a “Termination Event” and a “Roll-Up Event,”
as each are defined in the DIP Order, have occurred. As discussed more fully in Section VIL.B below,
the Requisite Lenders (as defined in the DIP Order) have determined to allow for the consensual use
of Cash Collateral during the sale process, terminate the DIP Facility, and have also advised the
Debtors that they intend to deliver a Carve-Out Trigger Notice (as such term is defined in the DIP
Order) to the Debtors, the United States Trustee, and the Creditors’ Committee.
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these two proposals be furnished by January 28, 2011 so that the sale process could advance
promptly and so that a proposal could be selected as a stalking horse to serve as a basis to
create additional interest (particularly in view of the limited stalking horse protections
described below), all with the view of maximizing value.

7. On February 21, 2011, the Debtors entered into that certain Asset
Purchase and Sale Agreement (the “Purchase Agreement”) providing for the sale of
substantially all of their assets or the proceeds of those assets, as described below (the
“Assets”) to a newly formed entity named Cobalt Video Holdco LLC (the “Purchaser” or
“Stalking Horse Bidder” and, with the Purchase Agreement, being sometimes referred to as
the “Stalking Horse Bid’). For purposes of entering into the Purchase Agreement, the
Purchaser was established by Monarch Alternative Capital LP, Owl Creek Asset Management
LP, Stonehill Capital Management, LL.C, and Virde Partners, Inc. who collectively hold more
than 50% of the Senior Secured Notes and each of which is a member of the Steering
Committee. Despite the limited time available td identify the Stalking Horse Bidder and
negotiate the Purchase Agreement, the Debtors believe they have achieved an agreement that
will maximize value in a 363 sale context and one with bid protections favorable to the estates.

8. A copy of the Purchase Agreement, which was the product of hard
fought, arms’ length negotiations among the parties, is annexed hereto as Exhibit “1”.

9. It should be noted that the Purchase Agreement provides that, under
certain circumstances and at the Purchaser’s option, the Purchaser shall have the right to
compel a conversion of the Debtors’ cases to cases under chapter 7 of the Bankruptcy Code

upon or, at Purchaser’s option, following the closing of the Purchase Agreement. Similarly,
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Purchaser has the option to direct the estates’ liquidation of their inventory under an agency
agreement.

10.  Inthat regard, the Purchase Agreement provides that as a condition of
the Purchaser’s obligation to close under the Purchase Agreement, the Order of the
Bankrﬁptcy Court approving the sale to the Purchaser must include provisions ordering that:
(i) in certain circumstances, the Debtors’ chapter 11 cases must be converted to cases under
chapter 7 of the Bankruptcy Code upon the Purchaser’s election of the “Agency Alternative”
(as defined in the Purchase Agreement and as summarized below) and as otherwise provided
in Paragraph 8.8(b) of the Purchase Agreement; (ii) the Agency and License Agreement (as
defined in the Purchase Agreement) shall be binding on the chapter 7 trustee in any such
chapter 7 cases; and (iii) such Order shall be binding on the chapter 7 trustee in any such
chapter 7 cases. In addition, under the Purchase Agreement, the Purchaser has made no
commitment to continue the operations of any portion of the Debtors’ business after

consummation of the Sale Transaction and there is no requirement that the Purchaser do so.
IL.
JURISDICTION

11.  This Court has subject matter jurisdiction to consider and determine this
matter pursuant to 28 U.S.C. § 1334. This is a core proceeding pursuant to 28 U.S.C.

§ 157(b). Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409.

118
RELIEF REQUESTED

12. Pursuant to sections 105, 363, 364, and 365 of the Bankruptcy Code and
Bankruptcy Rules 2002, 4001(c), 6003, 6004, 6006, and 9006, it is requested that the Court

grant the following relief in connection with the sale of the Assets (the “Sale Transaction™) to
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the Stalking Horse Bidder or bidder (which may include the Stalking Horse Bidder) who has a
higher or otherwise better offer at the conclusion of the Auction (as defined below), which
may be selected by the Debtors as the winning bidder (the “Successful Bidder”).

13.  First, a “Bid Procedures Order”, substantially in the form attached
hereto as Exhibit “2”, which will authorize and approve, among other things: (i) the
procedures for the conduct of the auction (the “Auction”) of the Assets (the “Bid
Procedures”), substantially in the form attached as Exhibit “A” to the Bid Procedures Order,
(ii) the reimbursement of the Stalking Horse Bidder for the reasonable, documented costs and
expenses incurred in connection with its bid up to the maximum amount of $5 million (the
“Expense Reimbursement”), (iii) the procedures for the assumption and assignment of
contracts and leases (the “Assumption Procedures”) to any Successful Bidder for the Assets
and the resolution of any objections thereto and related notices, (iv) the scheduling of a
hearing to approve any such Sale Transaction with respect to any bid accepted by the Debtors
(the “Sale Hearing”), (v) the form and manner of notice with respect to the proposed sale of
the Assets, the Auction, and the Sale Hearing (the “Sale Notice™), and (vi) the following
additional relief (collectively, the “Administrative Relief”) so as to assure that the sale process
can proceed to a conclusion on a reasonable basis:

a. the non-payment during the Sale Process Period (as defined below)
of all costs and expenses of administration of the Debtors’ estates

(other than the Critical Expenses,j as hereinafter defined and
limited to the amounts provided in the Sale Budget (as hereinafter

> As described below, the Critical Expenses include certain professional fees and expenses, employee-

related expenses, customer-related liabilities, taxes, and certain critical vendor and supplier payments
related to the Pre-Sale Period as set forth and subject to the Sale Budget.
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defined))® incurred during the period from the Commencement
Date through February 24, 2011 (the “Pre-Sale Period”);

b. the payment in full of (i) all costs and expenses of administration
relating to the period beginning on February 25, 2011 and ending
on the Closing Date (as hereinafter defined) (the “Sale Process
Period”) as provided in and up to the amounts provided in the
Sale Budget (the “Administrative Priority Expenses”), and (ii) the
Critical Expenses; provided, however, that in connection with any
studio agreements between the Debtors and movie studios, only the
following shall be included as Administrative Priority Expenses’:
(x) revenue share fees from the rental of movie titles that accrue
during the Sale Process Period (“Rental Share Fees”) only up to
the amounts provided in the Sale Budget, and (y) previously rented
product fees that accrue during the Sale Process Period from the
sale of movie titles only up to the amounts provided in the Sale
Budget (A) in stores that continue to operate in the ordinary course
(the “Operating Stores PRP Fees”) and (B) in connection with any
previously rented product fees that accrue during the Sale Process
Period from the sale of movie titles in stores that are liquidating
(the “Closing Stores PRP Fees”), provided, that such Closing
Stores PRP Fees shall be limited to an amount no greater than $9
million (the “Closing Stores PRP Fee Cap”) as provided for in the
Sale Budget, and only Operating Stores PRP Fees and Closing
Stores PRP Fees only up to the Closing Store PRP Fee Cap shall
receive superpriority claim status®;

c. pursuant to section 364 of the Bankruptcy Code, the granting of
superpriority claim status (the “Administrative Priority Claim”)’

As set forth below, the Sale Budget is subject to the approval of the DIP Lenders prior to the
conclusion of the hearing to approve the Bid Procedures.

For the avoidance of doubt, Administrative Priority Expenses shall not include (i) any amounts or
claims under any studio agreements other than the subsequently defined Rental Share Fees, Operating
Stores PRP Fees, and Closing Stores PRP Fees accrued during the Sale Process Period up to the
Closing Stores PRP Fee Cap; (ii) any revenue share fees or previously rented product fees or any
other fee or claim that may accrue after the Sale Process Period or as a result of the sale of the Assets;
(ii1) any amounts not detailed in the Sale Budget; and (iv) any Rental Share Fees, Operating Stores
PRP Fees, and Closing Stores PRP Fees owed to a movie studio that stops shipping units or
delivering digital content to the Debtors on cash in advance or other terms agreeable to the Debtors.

Any amount of Closing Stores PRP Fees greater than the Closing Stores PRP Fee Cap shall not
receive superpriority claim status notwithstanding such fees may have been incurred during the Sale
Process Period.

For the avoidance of doubt, (i) any amounts or claims that may be claimed to arise under studio
agreements whether they accrue during or after the Sale Process Period (other than the
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to the Administrative Priority Expenses, senior and prior to all
other costs and expenses of administration in these cases, other
than the Carve-Out Expenses and the DIP Obligations (exclusive
of the Roll-Up Note Obligations) (as each of such terms is defined
in the DIP Order); and

d. pursuant to sections 105(a) and 362 of the Bankruptcy Code and
28 U.S.C. § 959, an injunction enjoining through June 21, 2011
any collection efforts with respect to the payment of administrative
expense claims incurred during or related to the Pre-Sale Period
(the “Administrative Stay”).
14.  Second, a “Sale Order,” substantially in the form to be filed with the
Court on or prior to the hearing to consider approval of, among other things, the Bid
Procedures (the “Bid Procedures Hearing”), that will, inter alia, approve (i) the sale!? of the
Assets pursuant to sections 105, 363(b), (f), and (m), and 365 of the Bankruptcy Code and
Bankruptcy Rules 6004, 6006, 9008, and 9014 in accordance with the terms of either the
Stalking Horse Bid or a modified version thereof with the Successful Bidder, free and clear of
all liens, claims, encumbrances, and other interests (other than certain expressly specified

permitted encumbrances and assumed liabilities, all as more specifically set forth in the

applicable purchase agreement), and (ii) the assumption and assignment of certain executory

aforementioned Rental Share Fees, Operating Stores PRP Fees, and Closing Stores PRP Fees accrued
during the Sale Process Period and, as to Closing Stores PRP Fees, up to the Closing Stores PRP Fee
Cap); (i1) any revenue share fees or previously rented product fees or any other fee or claim that may
accrue after the Sale Process Period or as a result of the sale of the Assets; (ii1) any amounts not
detailed in the Sale Budget; and (iv) any Rental Share Fees, Operating Stores PRP Fees, and Closing
Stores PRP Fees owed to a movie studio that stops shipping units or delivering digital content to the
Debtors on cash in advance or other terms agreeable to the Debtors shall not receive status as
Administrative Priority Claims.
' In certain circumstances, the Purchaser may not take title to all of the Assets but, instead, act as agent
for the disposition of those Assets, receiving the proceeds of doing so in consideration for the
Purchase Price. For ease of reference, this disposition and delivery of the Purchased Assets pursuant
to the Purchase Agreement is included in the use of the word “sale” and the defined term “Sale
Transaction”.
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contracts and unexpired leases related to the Assets and the Sale Transaction, pursuant to
sections 363 and 365 of the Bankruptcy Code.

15.  Bifurcation of costs and expenses of administration as requested herein
is the only way to assure an orderly sale process and avoid immediate and irreparable harm to
these estates. In the absence of such relief, the Debtors will be unable to obtain the goods and
services necessary to sustain their operations and consummate a sale. Indeed, without these
limitations in place, the Debtors have been advised that the DIP Lenders will not continue to
fund or consent to the use of their cash collateral, and the Debtors’ management would be
unwilling to continue to incur obligations, without the assurance that there will be sufficient
resources for payment. Accordingly, entry of the proposed Bid Procedures Order and the
proposed Sale Order with the provisions requested herein is critical to the maximization of the

value of the Assets.

IV.
THE PURCHASE AGREEMENT

16. As stated, the Debtors set a deadline of January 28, 2011 for initial
proposal from members of the Steering Committee who had expressed an interest in becoming
a stalking horse bidder. On January 21, 2011, Blockbuster received a term sheet with a
proposal to acquire the Debtors’ Assets from one of the members of the Steering Committee.
Being the sole proposal submitted from any of the lenders at that time, the Debtors and their
professionals immediately began negotiations with such potential purchaser, attempting to
negotiate the highest or otherwise best terms for these estates that would be utilized as a
stalking horse bid in a 363 sale process. On or about January 28, 2011, Blockbuster received a
competing term sheet from the Purchaser and the Debtors began to negotiate the terms of

purchase with both the initial interested bidder and the Purchaser.
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17. After thoroughly evaluating both proposals and, with the input of their
professional advisors, the Debtors selected the Purchaser to serve as the stalking horse bidder
and entered into the Purchase Agreement to serve as the stalking horse bid.

A. The Purchase Agreement“

18. The salient terms of the Purchase Agreement are summarized as
follows:
a. Deposit: Upon execution of the Purchase Agreement, Purchaser

paid cash in the amount of twenty million dollars ($20,000,000)
into the Escrow Account. The Deposit will be applied at
Closing toward payment of the Purchase Price, or released to
Purchaser or Sellers in accordance with the Purchase
Agreement;

b. Purchase Price: Cash in an amount equal to two hundred sixty-
five million dollars ($265,000,000) or, if the Studio Condition'?
is not satisfied fully and the Assumed Studio Liabilities are not
assumed, two hundred ninety million dollars ($290,000,000),
subject to the following adjustments (as adjusted, the “Purchase
Price”): B

""" The following summary is qualified entirely by the terms of the Purchase Agreement. To the extent

there are any inconsistencies between the description of the Purchase Agreement contained herein and
the terms and conditions of the Purchase Agreement, the terms of the Purchase Agreement shall
control. Capitalized terms used but not defined in this Section IV.A shall have the meaning(s)
ascribed to them in the Purchase Agreement.

Pursuant to the Purchase Agreement, the “Studio Condition™ means that at all times from the date of
the Purchase Agreement until the Closing, (A) at least five (5) of Twentieth Century Fox Home
Entertainment LL.C, Sony Pictures Home Entertainment Inc., Warner Home Video, Paramount Home
Entertainment Inc., Universal Studios Home Entertainment LLLC and The Walt Disney Company
(collectively, with their Affiliates, the “Required Studios’) shall have continued to (i) support Sellers’
digital business on terms materially consistent with or better than those in effect on February 14,
2011, (ii) provide Sellers’ Stores and its international operations with physical copies of movies in
amounts requested by Sellers, on a “cash in advance” or better payment basis and at prices materially
consistent with or better than those in effect on February 14, 2011, and (B) the studios whose
payments are secured, in whole or in part, shall not have taken any court or formal administrative
action or exercised self-help or other similar remedies to foreclose on the assets securing such
payments under the Collateral Trust Agreement prior to the Closing.

'3 The amount of the Purchase Price payment at Closing will be based on estimated amounts for the Cash
Adjustment and Inventory Adjustment, with a post-Closing true-up based on the actual calculations of
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. Cash Adjustment: The Purchase Price shall be increased
(decreased) by an amount equal to the difference between
(a) the aggregate amount of all of the cash, cash equivalents
and freely marketable securities held by the Sellers
immediately prior to the Closing Date minus (b)
$68,400,000 less any unpaid Contract Maintenance Costs'*
plus the Sales Tax Amount; '

. Inventory Adjustment: The Purchase Price shall be
increased (decreased) by an amount equal to the difference
between (a) the sum of the value of the inventory held by
Sellers immediately prior to the Closing Date, calculated
using the methodology set forth on Schedule 1.1(b), plus
the Inventory Liquidation Expenses minus (b)
$635,848,496.66, the reference value of Sellers’

December 31, 2010 inventory count using such
methodology;

. Reimbursable Expenses: The Purchase Price shall be
decreased by no more than five million dollars
($5,000,000), representing HSR Act filing fees of the
Purchaser and reasonable and documented out-of-pocket
fees and expenses (including professional fees) incurred by
Purchaser and each of Monarch Alternative Capital LP,
Owl Creek Asset Management LP, Stonehill Capital
Management, LLC and Virde Partners, Inc.; and

. Revenue Share Adjustment Amount: In the event that any
of the inventory and merchandise located at the Stores and
Distribution Centers at Closing are subject to liabilities and
obligations under Revenue Sharing Agreements that
Purchaser will be required to satisfy post-Closing, and
Purchaser and Sellers agree that Purchaser will acquire

such amounts. Purchaser’s right to receive any such true-up payment will be secured by a
$20,000,000 escrow to be funded out of the Purchase Price at Closing.

If Sellers propose to reject any executory Contract or unexpired real property lease that has not been
designated as a Purchaser Assumed Contract, and Purchaser elects to cause Sellers to defer such
election and does not assume such Excluded Contracts, Purchaser will be responsible for the out-of-
pocket costs and expenses (including any rental amounts due during such period) incurred by Sellers
with respect to (and solely as a result of the deferral of) such Excluded Contracts (“Contract
Maintenance Costs”) during the period from the Proposed Rejection Date to the earlier of the Closing
Date and the Rejection Deferral Date.

On the day immediately prior to the Closing Date, Sellers shall pay all accrued unpaid sales and use
taxes that were generated in the ordinary course of business and remain unpaid, and the Purchase
Price will be increased by an amount (the “Sales Tax Amount™) equal to the lesser of such amount
and $8,000,0000.
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such assets as Purchased Assets, an amount equal to the
aggregate estimated amount of all such liabilities and
obligations (alternatively the parties may agree that such
assets shall be liquidated in connection with Purchaser’s
Agency Alternative election or retained by Sellers and
treated as Excluded Assets (with any such Excluded Assets
being disregarded and not taken into account for purposes
of determining any purchase price adjustments related to
the Closing Inventory Amount).

c. Payment and Allocation of Proceeds: At Closing, the Purchaser
will pay the Purchase Price (including the Deposit) as follows:

. First, an amount in cash necessary to pay in cash and/or
create a sufficient cash reserve necessary to satisfy in cash
all Carve-Out Expenses (as defined in the DIP Order) shall
be paid to an account designated by Sellers;

. Second, an amount equal to the amounts due to the DIP
Agent and/or Senior Indenture Trustee (as defined in the
DIP Order), as applicable, to satisfy and/or create a
sufficient reserve necessary for amounts due to them for
fees and expenses authorized to be paid under the DIP
Order, including, without limitation, under paragraphs
7(d)(iii), 17 and 22(c) thereof and under Section 10.4 of the
DIP Credit Agreement;

. Third, an amount equal to the Estimated Wind Down
Expenses'® and, if the Agency Alternative election is made,
the Approved Sale Expenses'’ shall be paid to the Sellers;

'® " Pursuant to the Purchase Agreement, “Estimated Wind Down Expenses” means Sellers’ reasonable

good faith estimate of the out-of-pocket costs and expenses that Sellers expect to incur in connection
with winding down their bankruptcy estates, which estimate shall include a reasonably detailed
breakdown of such costs and expenses by category and shall be provided in writing by Sellers to
Purchaser not later than the earlier to occur of (i) the Auction and (ii) five (5) Business Days prior to
the Sale Hearing, and which estimate shall be reasonably acceptable to the Purchaser. The budget
(the “Wind-Down Budget”) in which such Estimated Wind Down Expenses will be reflected shall be
subject to the approval of the Requisite DIP Lenders (as such term is defined in the DIP Order) prior
to the conclusion of the hearing to approve the Bid Procedures.

Pursuant to the Purchase Agreement, “Approved Sale Expenses” means Sellers’ reasonable good
faith estimate of the costs and expenses of Sellers in connection with the sale and liquidation of any
of the Purchased Assets, which shall be provided in writing by Sellers to Purchaser not later than the
earlier to occur of (i) the Auction and (ii) five (5) Business Days prior to the Sale Hearing, and shall
be reasonably acceptable to the Purchaser.
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Fourth, an amount equal to twenty million dollars
($20,000,000) shall be deposited into the Purchase Price
Adjustment Escrow;

Fifth, an amount equal to the amounts due under the DIP
Credit Agreement (other than the Roll-Up Notes) shall be
paid to the DIP Agent for immediate distribution to the DIP
Lenders in accordance with the DIP Facility;

Sixth, an amount equal to the aggregate outstanding
amount of Administrative Priority Expenses shall be paid to
the Sellers for payment thereof;

Seventh, an amount equal to the amounts due under the
DIP Credit Agreement with respect to the Roll-Up Notes
shall be paid to the DIP Agent for immediate distribution to
the Roll-Up Noteholders in accordance with the DIP
Facility; and

Eighth, the remaining balance, if any, shall be paid to the
Sellers.

Purchased Assets: Purchaser will acquire all assets (other than

Excluded Assets) of the Sellers, or the proceeds of the
disposition thereof if Purchaser elects the Agency Alternative,
including, without limitation, the following:

all of the outstanding ownership interests in each of the
Non-Debtor Subsidiaries;

all rights, title and interest of the Sellers in the 2009 Trust;

all cash, cash equivalents, bank deposits or similar cash
items of the Sellers;

all accounts and notes receivable and other rights to
payment (including credit card receivables), other than any
accounts and notes receivable or other rights to payment
arising out of or relating to any Excluded Asset and which
receivable or right to payment is created or arises
subsequent to the Closing, arising from the conduct of the
Sellers' business, together with any unpaid financing
charges accrued thereon;

all deposits (including security deposits for rent, electricity,
telephone or otherwise) and prepaid or deferred charges
and expenses of Sellers, including all prepaid rentals and
unbilled charges, fees or deposits, other than deposits or
prepaid charges and expenses paid in connection with or
relating to any Excluded Asset, which are made, created or
arise subsequent to Closing;
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all tangible personal property owned by Sellers related to,
useful in or held for use in the conduct of the Sellers’
business;

all rights, title and interest of the Sellers in each Owned
Property and under each Real Property Lease which is a
Purchaser Assumed Contract, together with all
improvements, fixtures and other appurtenances thereto and
rights in respect thereof;

all rights, title and interest of the Sellers in and to any
property subject to a personal property lease that is related
to, useful in or held for use in the conduct of the Sellers'
business to the extent any such personal property lease is a
Purchaser Assumed Contract;

the Purchased Intellectual Property;

to the extent transferable after giving effect to the Sale
Order, all of the rights and benefits accruing under any of
the Purchaser Assumed Contracts, including each Real
Property Lease, personal property lease or Intellectual
Property License that is a Purchaser Assumed Contract;

the Franchise Arrangements;

all goodwill and other intangible assets associated with the
Sellers' business, including customer and supplier lists and
the goodwill associated with the Purchased Intellectual
Property;

all assets attributable to Non-Debtor Benefit Plans;

all of the Sellers’ assets related to, located at, or used or
useful in connection with the operation of the Distribution
Centers;

all rights, claims and causes of action of Sellers (except to
the extent arising under the Transaction Documents),
including, without limitation, under the Bankruptcy Code
(including, without limitation, chapter 5 thereof); and

all other assets, properties, rights and claims of the Sellers
of any kind or nature which relate to the Business, which
are used or useful in or held for use in the Sellers' business,
or which relate to the Purchased Assets (in each case, other
than the Excluded Assets).

Excluded Assets: Purchaser will acquire all assets of the Sellers

other than the Excluded Assets identified in the Purchase
Agreement, including, without limitation, the following:
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the Excluded Contracts;

all equity interests (other than the outstanding ownership
interests in each of the Non-Debtor Subsidiaries and any
subsidiaries thereof) in the Sellers;

any (i) confidential personnel and medical records
pertaining to any employee not permitted to be transferred
to Purchaser by law; (ii) books and records that the Sellers
are required by law to retain, that relate exclusively to the
Excluded Assets or the Excluded Liabilities, including Tax
Returns (as defined in the Purchase Agreement), financial
statements, and corporate or other entity filings; and (iii)
corporate charters, qualifications to do business, taxpayer
and other identification numbers, corporate seals, minute
books, stock ledgers, stock certificates and any other
documentation related to governance, organization,
maintenance or existence of the Sellers;

any claim, right or interest of any Seller in or to any refund,
rebate, abatement or other recovery for Taxes (as defined in
the Purchase Agreement), together with any interest due
thereon or penalty rebate arising therefrom, for any Tax
period (or portion thereof) ending on or before the Closing
Date;

all rights and claims of the Sellers under the Transaction
Documents;

all Debtor Benefit Plans (and any trusts, 501(c)(9)
organizations, insurance, administrative or other service
contracts relating thereto); and

all restricted cash relating to cash collateralized letters of
credit and/or Excluded Liabilities.

Assumed Liabilities: Purchaser will not assume any liabilities
or obligations of the Sellers, other than the Assumed Liabilities
identified in the Purchase Agreement, including, without
limitation, the following :

all Liabilities of Sellers under the Purchaser Assumed
Contracts solely to the extent of the Assumed Cure Costs
and Liabilities arising from events arising and occurring
following the Closing Date;

all Liabilities with respect to accrued and unpaid wages,
accrued and unused vacation, and the employer’s share of
any payroll Taxes, in each case with respect to Transferred
Employees who accept the Purchaser's offer of employment
and commence employment with the Purchaser on the

16



US_ACTIVE:M3609839\24\27258.0005

Closing Date, in an amount not to exceed one half of the
aggregate amount of such wages, vacation and payroll
taxes accrued during such Transferred Employee’s normal
pay period cycle;

certain Liabilities with regards to employee benefits and tax
expenses as set forth in the Purchase Agreement;

all sales or use or other Taxes of any Seller (but not
including any Taxes assumed by Purchaser pursuant to
Section 2.3(b) of the Purchase Agreement or paid by
Sellers pursuant to the Closing Sales Tax Payment), up to
an aggregate amount not to exceed $1,600,000, that

(1) result from sales and use Tax audits or examinations of
Sellers for periods prior to the Closing Date or (ii) for
which any director, officer or employee of a Seller may be
personally liable under Applicable Law; provided, that
Purchaser shall be entitled to all Tax refunds of Sellers for
Tax periods prior to the Closing Date to the extent they
relate to Taxes that would constitute Assumed Liabilities
pursuant to Section 2.3(d) of the Purchase

Agreement; provided, further, however, that Purchaser
shall not be entitled to any such refund to the extent that it
would cause the aggregate amount of refunds received by
Purchaser pursuant to Section 2.3(d) of the Purchase
Agreement to exceed the aggregate amount of Taxes that
become Assumed Liabilities pursuant to Section 2.3(d) of
the Purchase Agreement;

the Assumed Studio Liabilities (as defined in the Purchase
Agreement), provided, that the Studio Condition is fully
satisfied; and

all Liabilities with respect to the Assumed Cure Costs (as
defined in the Purchase Agreement).

Excluded Liabilities: Excluded Liabilities include all liabilities
or obligations of the Sellers that are not Assumed Liabilities,
and include, without limitation, the following:

all liabilities for accrued expenses and accounts payable
incurred prior to the Closing Date, except to the extent that
the same constitute Assumed Liabilities;

all liabilities arising out of any of the Excluded Assets,
including Excluded Contracts;

all Environmental Liabilities and Obligations, and all other
Liabilities relating to any Laws in connection with any
environmental, health or safety matters based on facts
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arising or existing during Sellers’ operation of the Business
prior to the Closing Date;

all Liabilities relating to any claims for infringement,
dilution, misappropriation or any other violation of or by
the Business Intellectual Property arising from Sellers’
operation of the Business prior to the Closing Date;

all Liabilities for (i) any Taxes of any Seller (other than
those assumed pursuant to Sections 2.3(b) and 2.3(d)) and
(i1) Transfer Taxes;

all Liabilities arising out of, relating to or with respect to (i)
the employment or performance of services by any
Employee of Sellers or any of their Affiliates prior to the
Closing, (ii) termination of employment or services of any
Employee by any Seller or any of its Affiliates, including
any severance payments, (iii) each of the Employee Benefit
Plans subject to Title IV of ERISA and all Debtor Benefit
Plans and (iv) the WARN Act;

all Liabilities arising as a result of any Action initiated at
any time, to the extent related to the business or the
Purchased Assets on or prior to the Closing Date, including
any shareholder actions, actions for breach of contract or
any tort action;

all Liabilities arising under any Indebtedness of Sellers,
including any Liabilities with respect to the DIP Credit
Agreement and any obligations or Liabilities to equity
holders;

all Liabilities with respect to any customer programs or
rights, including merchandise returns;

all Liabilities with respect to any gift cards outstanding on
the Closing Date;

all liabilities with respect to any customer programs or
rights, including merchandise liability;

all liabilities with respect to gift cards outstanding on the
Closing Date;

all Liabilities with respect to any Studio Contracts,
including without limitation, the Revenue Sharing
Agreements;

all Liabilities relating to the failure to comply with any bulk
sales Laws; and
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if the Studio Condition is not fully satisfied, the Assumed
Studio Liabilities.

Sellers’ Obligations with Respect to Stores:

Prior to, on or promptly following the date of the Purchase
Agreement, Sellers shall seek by written request from the
counterparty to each of the Leased Properties — other than
the Initial Liquidating Stores (i) an extension of not less
than ninety (90) days of the April 21, 2011 deadline for
Sellers’ assumption or rejection of such Leased Properties
under section 365 of the Bankruptcy Code (the “Lease
Rejection Deadline”) and (ii) that such counterparty
respond to such request no later than February 27, 2011.
By March 3, 2011, Sellers shall provide Purchaser with a
list of each Leased Property for which extension of the
Lease Rejection Deadline of at least sixty (60) days (a
“Lease Extension’) has not been received. In the event
that any counterparty to a Leased Property has not
affirmatively agreed in writing, by February 28, 2011, to a
Lease Extension, Sellers shall, unless otherwise directed by
Purchaser, promptly, and no later than March 7, 2011,
commence and diligently pursue liquidation of each Store
that is the subject of such Leased Property; provided,
however, that the Protected Stores shall not be subject to
such Liquidation Condition.

The Sellers must commence the liquidation of each of the
609 Stores listed on Schedule 1.1(c) to the Purchase
Agreement (the “Initial Liquidating Stores”) by February
28, 2011 and such liquidations must be completed by the
Closing Date. It shall be a Purchaser Closing Condition
that the Sellers shall have completed the liquidation and
closure of all of the Initial Liquidating Stores.

In connection with the liquidation through the conduct of
“store closing” or similar going out of business sales or
liquidations of any Stores (the “Store Closing
Liquidations”) occurring prior to the Closing Date, Sellers
shall consult with Purchaser as to how such liquidations
shall be conducted, including the selection and terms of
engagement of the liquidators, if any, to be used and the
aggregate estimated expenses to be incurred in connection
with such liquidations.

With respect to any Leased Property (including any
Protected Store or Distribution Center) for which Purchaser
has not previously designated the real property lease as a
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Purchaser Assumed Contract (the “Closing Date Leased
Properties”), Purchaser shall either (i) timely designate as a
Purchaser Assumed Contract the unexpired real property
lease pursuant to which such Closing Date Leased Property
is leased, or (ii) in lieu of assuming the unexpired real
property lease pursuant to which such Closing Date Leased
Property is leased and purchasing the Designated
Liquidation Merchandise and Designated FF&E'® at such
Closing Date Leased Property, elect to have Sellers retain,
and Sellers shall retain, as an Excluded Asset, such
unexpired real property lease and such Designated
Liquidation Merchandise and Designated FF&E and
engage Purchaser as its exclusive agent for the purpose of
conducting Store Closing Liquidations during the
Liquidation Period"® of the Designated Liquidation
Merchandise and Designated FF&E at such Closing Date
Leased Property (the “Agency Alternative”), together with
any additional inventory in transit to such Closing Date
Leased Property as of the Closing Date (the “Agency
Liquidations”™).

. If Purchaser elects the Agency Alternative with respect to
any Closing Date Leased Property, then (A) in the event
that Sellers have obtained Lease Extensions for all of the
Closing Date Leased Properties, Sellers shall carry out
Agency Liquidations at the Closing Date Leased Properties
pursuant to the terms of the Agency and License
Agreement during the Liquidation Period, and (B) in the
event that Sellers shall have obtained Lease Extensions for
less than all of the Closing Date Leased Properties, then in
order to carry out Agency Liquidations at the Closing Date
Leased Properties pursuant to the terms of the Agency and
License Agreement during the Liquidation Period, Sellers
shall (unless instructed by Purchaser to carry out such
Agency Liquidations in the Bankruptcy Cases pursuant to

'® As used in the Purchase Agreement, “Designated FF&E” means all furniture, fixtures and equipment
owned by Sellers and located at the Closing Date Leased Properties and “Designated Liquidation
Merchandise” means all movie, television program, game and cell phone inventory, merchandise,
memorabilia, supplies, food and beverage items and other finished goods inventory owned by Sellers on
the Closing Date and located at, or in transit to, the Closing Date Leased Properties.

' As used in the Purchase Agreement, “Liquidation Period” means (i) with respect to any Leased
Property for which a Lease Extension has been received, the period from the Closing Date until the
expiration of such Lease Extension (which period shall not be less than sixty (60) days) and (ii) with
respect to any Leased Property for which a Lease Extension has not been received, a period of not less
than sixty (60) days following the Closing Date.
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clause (A) even though Sellers shall have obtained Lease
Extensions for less than all of the Closing Date Leased
Properties), either (i) have sought and obtained prior to the
Closing Date appropriate relief under Applicable Law to
extend the date by which Sellers must reject such Closing
Date Leased Property for a period sufficient to permit the
orderly completion of the Agency Liquidation at all
Closing Date Leased Properties after the Closing pursuant
to the Agency and License Agreement (but in any event for
a period not less than the Liquidation Period), or (i1) if such
relief has not been obtained prior to the Closing Date, then,
at Purchaser’s option, convert the Bankruptcy Cases to
cases under chapter 7 of the Bankruptcy Code at the
Closing to permit completion of the Agency Liquidations at
all Closing Date Leased Properties after the Closing
pursuant to the Agency and License Agreement to be
carried out under the provisions of chapter 7 of the
Bankruptcy Code in accordance with the Agency and
License Agreement for a period of not less than the
Liquidation Period. The terms, conditions and procedures
applicable to the conduct of the Store Closing Liquidations
in such Closing Date Leased Properties as to which
Purchaser elects the Agency Alternative are set forth in the
Agency and License Agreement. Under the Agency and
License Agreement, Purchaser shall be entitled to receive
the Proceeds (as defined in the Agency and License
Agreement) from the Agency Liquidations (as defined in
the Agency and License Agreement) and shall be
responsible for the payment of the Expenses (as defined in
the Agency and License Agreement).

In the event that the aggregate number of Leased Properties
for which a Lease Extension has been received plus the
actual number of Protected Stores is not greater than 1,500,
Sellers shall at all times thereafter, in connection with the
Store Closing Liquidations described above, use their
commercially reasonable efforts to make appropriate
arrangements for the liquidation through such Store
Closing Liquidations of inventory at the Distribution
Centers in an amount not less than an average of 10,000
units per Store Closing Liquidation.

Transition Services Agreement. If requested by Purchaser,

Sellers shall negotiate in good faith to execute an agreement at
Closing pursuant to which Sellers will continue to provide to
Purchaser, on terms to be mutually agreed upon, certain general
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and administrative services then being provided by Sellers with
respect to the business.

Use of Name: Upon and following the Closing, Sellers shall not
use the name “Blockbuster” or any of the items listed in the
schedule of Trademarks and Trademark Applications in the
Purchase Agreement or similar names or any service marks,
trademarks, trade names, identifying symbols, logos, emblems,
signs, or insignia related thereto or containing or comprising the
foregoing, including any name or mark confusingly similar
thereto (collectively, the “Purchased Business Name
Trademarks”), other than in the case of disclosures by Sellers of
their former ownership of the business. As promptly as
practicable but in no event later than 120 days following the
Closing Date, each Seller shall remove any Purchased Business
Name Trademarks from its legal name by appropriate legal
proceedings in the jurisdiction of such Seller’s organization.

Assumption of Contracts and Leases: All of the Purchaser
Assumed Contracts shall be assumed by the Sellers at the
Closing and assigned to the Purchaser. All Cure Amounts shall,
with respect to the Purchaser Assumed Contracts, be paid in full
by the Purchaser on or before the Closing Date.

Employees: Prior to the Closing Date, the Purchaser will
offer employment, commencing as of the Closing Date and
contingent upon the Closing, on an at-will basis to
substantially all of the Sellers” employees who are
providing services with respect to the Purchased Assets
immediately prior to the Closing (the “Transferred
Employees™).

Conduct of Business Between Signing and Closing: The

Purchase Agreement requires the Sellers to conduct their
business in the ordinary course of business, maintain their
insurance on the Purchased Assets, preserve their business and
assets and business relationships, continue to operate their
billing and collection procedures, and maintain their business
records. The Purchase Agreement also requires the Sellers to do
the following:

Gift Cards: For a period of 45 days (or such longer period
required by applicable state law or local regulations) after
the date on which the Purchase Agreement is executed, the
Sellers may honor or redeem in accordance with past
practice any gift cards issued by Sellers that are presented
and/or surrendered by customers during such time.
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Upon expiration of such 45 day period (or such longer
period required by applicable state law or local
regulations), the Sellers will not honor or redeem any gift
cards that are outstanding on, or issued subsequent to, the
date of the Purchase Agreement, except to the extent
honored and/or redeemed pursuant to a program for which
Purchaser provides, in its sole discretion, its prior written
consent.

Cash Flow Budget: The Sellers shall operate in accordance
with the Cash Flow Budget approved by the Purchaser and
the Sale Budget approved by the Requisite DIP Lenders
prior to the conclusion of the hearing to approve the Bid
Procedures.

Representations & Warranties; Covenants: The Purchase
Agreement includes customary representations, warranties, and
covenants.

Outside Date: Purchaser or the Sellers may terminate the
Purchase Agreement if the Closing shall not have occurred by
April 20, 2011 (the “Qutside Date’).

Purchaser Termination Events: The Purchaser shall have the
right to terminate the Purchase Agreement upon occurrence of
the following events:

the Bid Procedures Order shall not have been entered by
the Court on or before March 4, 2011;

the Sale Order shall not have been entered by April 11,
2011;

the Bid Procedures Order and/or the Sale Order shall have
been modified in any manner adverse to Purchaser without
Purchaser’s prior written consent (which consent may be
withheld in its sole discretion);

Sellers enter into a definitive agreement with respect to a
Competing Bid, the Court enters an order approving a
Competing Bid or the Court enters an order that otherwise
precludes the consummation of the transactions
contemplated by the Purchase Agreement on the terms and
conditions set forth in the Purchase Agreement;

a Governmental Authority enters an order permanently
restraining, prohibiting or enjoining the Sellers or the
Purchaser from consummating the transactions
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contemplated by the Purchase Agreement and such order
shall have become final and non-appealable or shall have
been vacated prior to the Outside Date;

any of the Sellers' Chapter 11 cases have been dismissed or
converted to a case under chapter 7 of the Bankruptcy
Code;

a breach of any covenant or agreement of the Sellers set
forth in the Purchase Agreement or any representation or
warranty of the Sellers becomes untrue, and in either case,
such that Purchaser’s closing conditions would not be
satisfied and such breach or untruth cannot be cured before
the Outside Date;

any secured creditor of the Sellers obtains relief from the
stay to foreclose on any of the Purchased Assets, the effect
of which would cause or would reasonably be expected to
cause, a Seller Material Adverse Effect (as defined in the
Purchase Agreement);

the Sales Motion has not been filed on or before the second
business day following the date of the Purchase Agreement;

by joint written consent with the Sellers; or

the Sellers have not obtained prior to the conclusion of the
hearing on the Bid Procedures Order, written consent from
the Requisite DIP Lenders (as defined in the DIP Order) of
the Wind-Down Budget and the Sale Budget.

B. Certain “Extraordinary’ Provisions in the
Purchase Agreement that Require Separate Disclosure

19.

The Stalking Horse Bid contains the following provisions, which the

Guidelines for the Conduct of Asset Sales, adopted by this Court’s General Order M-331,

require be separately disclosed:

US_ACTIVE:M3609839\24\27258.0005

Deadlines that Effectively Limit Notice. Concurrently with the

filing of this Motion, the Debtors have filed a motion requesting
that the Court enter an order shortening time with respect to the
hearing to consider the Bid Procedures and the Administrative
Relief, and approve the form and manner of notice to parties to
whom notice of the Bid Procedures Hearing will be given. The
Debtors do not intend to, however, request shortening of the notice
period as to the Sale Hearing and will provide notice of same as
described below.
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Use of Proceeds: As set forth above, the Purchase Agreement
contemplates a definitive allocation of sale proceeds. This
distribution is consistent with the priorities and rights under the
DIP Order and the goal of assuring an orderly wind-down of the
estates after consummation of the Sale Transaction.

Potential Consummation of the Sale Transaction in Chapter 7: As
set forth above (Paragraphs 9, 10 and 18h), the Purchase

Agreement (see Section 8.8 of the Purchase Agreement) provides
that, under certain circumstances as described therein and at the
Purchaser’s option, the Purchaser shall have the right to compel a
conversion of the Debtors’ cases to cases under chapter 7 of the
Bankruptcy Code upon or, at Purchaser’s option, following the
closing of the Purchase Agreement.

In that regard, the Purchase Agreement provides that as a condition
of the Purchaser’s obligation to close under the Purchase
Agreement, the Order of the Bankruptcy Court approving the sale
to the Purchaser must include provisions ordering that: (i) in
certain circumstances, the Debtors’ chapter 11 cases must be
converted to cases under chapter 7 of the Bankruptcy Code upon
the Purchaser’s election of the “Agency Alternative” (as defined in
the Purchase Agreement) and as otherwise provided in Paragraph
8.8(b) of the Purchase Agreement; (ii) the Agency and License
Agreement (as defined in the Purchase Agreement) shall be
binding on the chapter 7 trustee in any such chapter 7 cases; and
(iii) such Order shall be binding on the chapter 7 trustee in any
such chapter 7 cases.

Stalking Horse Bid Protections: The Stalking Horse Bid
incorporates the following provisions:

L. The Stalking Horse Bidder will not be entitled to any
break-up, termination fee, or other compensation.

ii. The Stalking Horse Bidder will be entitled to the Expense
Reimbursement, which will include reimbursement for
expenses incurred in connection with the Sale Transaction,
such as attorneys’ and financial advisor’s fees. The
Expense Reimbursement shall be paid in full in cash from
the sale proceeds.

Record Retention: It is contemplated that the Stalking Horse
Bidder will acquire a substantial portion of the books and records
pertaining to the operation of the business and the Purchased
Assets. The Sellers and the Stalking Horse Bidder are required to
preserve the business records held by each of them relating to the
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20.

business for a period of three (3) years from the Closing Date and
shall make such business records available to the other as may be
reasonably required by such other party; provided, however that
the Sellers shall not be required to preserve such records after the
bankruptcy cases are closed.

Sale of Avoidance Actions: The Purchaser has insisted, in view of
the consideration being provided, that the Purchase Agreement
include the sale of all of the estates’ claims under chapter 5 of the
Bankruptcy Code.

Requested Findings as to Successor Liability: The Purchase
Agreement requires that the Sale Order contain findings of fact and

conclusions of law limiting the Purchaser’s successor liability.
Actual notice of the Sale Hearing to all known creditors of the
Debtors will be provided, in addition to notice by publication.
Accordingly, the Debtors submit that such notice is sufficient for
the requested finding.

Requested Findings as to Fraudulent Conveyances or Transfers:
The Purchaser has insisted on, in view of the consideration being
provided, that the Sale Order contain findings of fact and
conclusions of law with respect to the consideration paid and
presence or absence of the elements of fraudulent transfer or
conveyance.

Sale Free and Clear: As described in this Motion and as provided
in the Sale Order, the sale of the Assets will be free and clear of all
liens, claims, encumbrances, and other interests except for those
permitted encumbrances and Assumed Liabilities, as specified in
the Purchase Agreement.

Relief from Bankruptcy Rule 6004(h): As described below, the
Sellers seek relief from the fourteen-day stay imposed by
Bankruptcy Rule 6004(h).

In order to ensure that the Debtors receive the maximum value for the

Assets, the Debtors and the Stalking Horse Bidder have agreed that the Stalking Horse Bid is

subject to higher or otherwise better offers and that the Auction will take place subject to the

Bid Procedures. The Stalking Horse Bid will serve as the “stalking horse” bid for the sale of

the Assets. As set forth in the Stalking Horse Bid and in the Bid Procedures Order, the

Debtors and the Stalking Horse Bidder have requested that any competing bids be submitted
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by no later than 12:00 p.m. (New York Time) on the third day prior to the Auction (the “Bid
Deadline”) and, that if qualified competing bids as provided in the Bid Procedures are
received, the Auction be conducted no less than three (3) business days prior to the Sale
Hearing. Notably, the only protection for the Stalking Horse Bidder is the Expense
Reimbursement. No break-up fee is being requested, thereby facilitating the making of

competing qualified bids.

V.

SALE NOTICE AND RELATED DEADLINES,
THE BID PROCEDURES, AND THE AUCTION

A. Notice of Sale, Auction, Sale Hearing, and Related Deadlines

21.  The Debtors propose the following notice and other procedures to be

implemented in connection with the sale process:

a. Notice of Sale. Auction, and Sale Hearing: Within three (3)
business days after entry of the Bid Procedures Order, the Debtors

(or their agents) shall:

i. provide the Sale Notice, in substantially the form attached
as Exhibit “B” to the proposed Bid Procedures Order, of
the Bid Procedures Order, this Motion, the Stalking Horse
Bid, the Auction, the Sale Hearing, and the proposed Sale
Order by email, mail, facsimile, or overnight delivery
service, upon: (1) the U.S. Trustee; (2) the attorneys for the
Creditors’ Committee; (3) the attorneys for U.S. Bank
National Association, as trustee under the Indenture, dated
as of October 1, 2009, with respect to the Senior Secured
Notes; (4) the attorneys for The Bank of New York Trust
Company, N.A., as trustee under the Indenture, dated as of
August 20, 2004, with respect to the 9% Senior
Subordinated Notes due 2012 issued by Blockbuster Inc.;
(5) the attorneys for the DIP Lenders; (6) the attorneys for
Wilmington Trust FSB, as agent under the DIP Facility;

(7) each counterparty to an executory contract or unexpired
lease; (8) for each State in which the Debtors’ stores are
located, (x) the Attorney General’s Office, and (y) the
applicable taxing authorities; (9) the United States Attorney
for the Southern District of New York; (10) the attorneys
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for the Purchaser; (11) those parties who have requested
notice pursuant to Bankruptcy Rule 2002; (12) all known
creditors of the Debtors and all entities known to have
asserted any claims against the Assets or the Debtors’
interest in the Assets and other entities known to have
asserted a lien, interest or encumbrance in or upon any of
the Assets; and (13) all known bona fide entities that have
previously expressed an interest in purchasing the Assets in
the last twelve months preceding the date of the Motion
(collectively, the “Sale Notice Parties”);

ii. publish the Sale Notice on one occasion each in The Wall
Street Journal and The New York Times, national editions;
and

iil. cause the Sale Notice to be published on

www kccllc.net/blockbuster (the “Website™).

Date, Time, and Place of Auction: The Debtors propose that the
Auction be conducted at the offices of Weil, Gotshal & Manges
LLP, 767 Fifth Avenue, New York, New York 10153 on a date
approved by the Court commencing approximately thirty (30)
days after entry of the Bid Procedures Order at 10:00 a.m.
(New York time).

Date, Time, and Place of Sale Hearing: The Debtors propose that
the Sale Hearing be held on the first business day that is three (3)
days following the Auction, or as soon thereafter as the Court may
permit. The Sale Hearing may be adjourned, from time to time,
without further notice to the Sale Notice Parties, creditors or other
parties in interest other than by announcement of the adjournment
in open Court or on the Court’s docket.

Notice of Successful Bidder: As soon as immediately practicable
after the Auction, but no later than one (1) business day after
conclusion of the Auction, the Debtors will provide electronic
notice of the results of the Auction on the Court’s docket.

Objection Deadline to Sale Order: In accordance with this Court’s
order (the “Case Management Order”), dated October 21, 2010
[Docket No. 365], establishing case management procedures,
objections to the relief sought in the Sale Order shall be in writing,
filed, and served so as to be actually received by the parties on the
Master Service List (as set forth in the Case Management Order)
by five (5) business days prior to the Sale Hearing, at 4:00 p.m.
(New York time). To the extent the Successful Bidder is an entity
other than the Stalking Horse Bidder, any further objections to the
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Sale Order based solely on the ability of the Successful Bidder to
perform under any Designated Contract (as defined below) shall be
filed by no later than 5:00 p.m. (New York time) on the day that is
one (1) business day prior to the Sale Hearing.

f. Data Room: The data room containing information furnished to
the Purchaser shall be made available to all prospective bidders
who enter into appropriate confidentiality agreements with the
Debtors.

B. The Bid Procedures

22. The Debtors believe that the Bid Procedureszo, substantially in the form
annexed as Exhibit “A” to the Bid Procedures Order, are appropriate and will maximize the
recovery for the Debtors and their estates in connection with the sale of the Assets. The Bid
Procedures provide an appropriate framework for selling the Assets in an orderly fashion and
will enable the Debtors to review, analyze, and compare all bids received to determine which
bid(s) are in the best interests of the Debtors and their economic stakeholders.

23. A summary of certain of the relevant provisions of the Bid Procedures
are as follows:

a. Assets to be Sold: The Auction shall consist of all of the Assets
used in Blockbuster’s business operations, including but not
limited to, its inventory, cash, intellectual property, digital rights,
executory contracts, unexpired leases of nonresidential real
property (including its distribution centers), owned real property,

and the Debtors’ equity interests in their non-Debtor foreign
subsidiaries.

b. Confidentiality Agreements: Upon execution of a valid
confidentiality agreement, in form and substance satisfactory to the
Debtors, any party that the Debtors deem in their discretion
capable of submitting a Qualified Bid (as defined below) that
wishes to conduct due diligence on any of the Assets may be
granted access to all material information that has been or will be
provided to the Purchaser and other such bidders.

0 Capitalized terms not defined herein but pertaining to the Bid Procedures shall have the meaning

ascribed to them in the Bid Procedures.
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c. Qualified Bid: In order to participate in the bidding process and be
deemed a “Qualified Bidder”, each potential bidder (other than the
Stalking Horse Bidder) must submit a “Qualified Bid” by the Bid
Deadline. To constitute a Qualified Bid, a bid must, among other

things:
. be in writing;
° state that such bidder offers to purchase the Assets, or some

substantial portion thereof;

. state that such bidder is prepared to enter into a legally
binding purchase and sale agreement or similar agreement
for the acquisition of such Assets on terms and conditions
no less favorable in the aggregate to the Debtors than the
terms and conditions contained in the Purchase Agreement,
including (i) taking into account payment of the Expense
Reimbursement plus at least $1 million in additional value,
and (ii) provision for a cash component sufficient to pay in
full in cash the Expense Reimbursement and all amounts
set forth in items First through Third and Fifth through
Seventh in paragraph 18c above entitled, “Payment and
Allocation of Proceeds”; '

J include a clean and duly executed Asset Purchase
Agreement (the “Modified APA”) and a marked Modified
APA reflecting the variations from the Purchase
Agreement;

. provide that such bidder’s offer is terminable only in
accordance with its terms as agreed to by the Debtors and
otherwise irrevocable until (i) the closing of the purchase of
the Assets if such bidder is the Successful Bidder (as
defined below) and (ii) for two (2) business days after the
earlier of the closing of the Sale Transaction with the
Successful Bidder or the termination of the Successful Bid,
if such bidder is designated the Back-Up Bidder (as defined
in the Bid Procedures) at the conclusion of the Auction;

L] state that such bidder is financially capable of
consummating the transactions contemplated by the
Modified APA and detail the source(s) of funds that will be
used to consummate the transaction;

° include such financial and other information that will allow
the Debtors to make a reasonable determination as to the
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bidder’s financial and other capabilities to consummate the
transaction contemplated by the Modified APA;

° for any bid that requires the assumption and assignment of
executory contracts or unexpired leases, identification of
which executory contracts and/or unexpired leases are to be
assumed and assigned and provide evidence establishing its
ability to provide adequate assurance of performance of
such executory contracts or unexpired leases;

. fully disclose the identity of each entity that will be bidding
for the applicable Assets or otherwise participating in
connection with such bid, and the complete terms of any
such participation;

. not contain any due diligence or financing contingencies of
any kind;
. include evidence of authorization and approval from the

bidder’s board of directors (or comparable governing body)
with respect to the submission, execution, delivery, and
closing of the Modified APA; and

. include a cash deposit (a “Good Faith Deposit’) in an
amount equal to ten (10%) percent of the value of the
consideration offered to purchase the Assets.

The Debtors, in their discretion, may accept a single Qualified Bid,
or multiple bids for non-overlapping material portions of the
Assets such that, if taken together in the aggregate, would
otherwise meet the standards for a single Qualified Bid.

Bids for Less Than Substantially All the Assets. Notwithstanding
the requirement in paragraph 23.c immediately above that a
Qualified Bid must include an offer to purchase all or a substantial
portion of the Assets, the Debtors will consider bids for less than a
substantial (but nevertheless a material) portion of the Assets. In
this regard, with the goal and primary purpose of selling
substantially all of the Assets, the Debtors, in their discretion, may
accept as a single Qualified Bid, multiple bids for non-overlapping
material portions of the Assets such that, when taken together in
the aggregate, such bids would otherwise meet the standards for a
single Qualified Bid. The Debtors may permit otherwise Qualified
Bidders who submitted bids by the Bid Deadline for less than a
substantial (but nevertheless a material) portion of the Assets but
who were not identified as a component of such a single Qualified
Bid consisting of such multiple bids to participate in the Auction
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and to submit higher or otherwise better bids that in subsequent
rounds of bidding may be considered, together with other bids for
non-overlapping material portions of the Assets, as part of such a
single Qualifying Bid for overbid purposes.

e. Credit Bids: In accordance with section 363(k) of the Bankruptcy
Code, a credit bid may be submitted on behalf of all of the holders
of the Senior Secured Notes to the extent any such credit bid is
authorized by the terms of paragraph 29 of the DIP Order, the
Indenture, and any other documents governing such notes;
provided, however, in order to be considered, any such credit bid
must include a cash component adequate to fund the payment in
full, in cash of the Carve-Out Expenses, the Critical Expenses, the
Administrative Priority Expenses, the Expense Reimbursement, the
Estimated Wind Down Expenses, and the Approved Sale
Expenses. A credit bid may also be submitted on behalf of all
holders of the Roll-Up Notes or all of the DIP Lenders only to the
extent any such credit bid is authorized by the terms of paragraph
29 of the DIP Order, and subject to the foregoing requirements as
to the cash component. A credit bid consistent with this paragraph
shall be deemed to be a Qualified Bid.

f. Reservation of Rights: The Debtors reserve the right, in their
reasonable discretion and subject to the exercise of their business
judgment, to make non-material alterations to the Bid Procedures
and/or to terminate discussions with any and all prospective
acquirers and investors at any time (including the Stalking Horse

Bidder) and without specifying the reasons therefor, but only to the
extent not materially inconsistent with the Bid Procedures.

C. The Auction

24.  As further described in the Bid Procedures, only the Stalking Horse
Bidder and other Qualified Bidders will be entitled to make any subsequent Qualified Bids at
the Auction. Bidding at the Auction will commence with the highest Qualified Bid submitted
by the Qualified Bidders prior to the Auction. Qualified Bidders may then submit successive
bids higher than the previous bid in increments of no less than $1 million. The Debtors
reserve the right, in their reasonable discretion and subject to the exercise of their business
judgment, to announce reductions or increases in minimum incremental bids at any time

during the Auction. All Qualified Bidders shall have the right to submit additional bids and
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make additional modifications to the Stalking Horse Purchase Agreement or their respective
Modified APAs, as applicable, at the Auction to improve such bids. The Debtors may employ
and announce at the Auction additional procedural rules that’ are reasonable under the
circumstances (e.g., the amount of time allotted to make subsequent bids) for conducting the
Auction, provided that such rules are (1) not inconsistent with the Bid Procedures Order, the
Bankruptcy Code, or any order of the Bankruptcy Court entered in connection herewith, and
(ii) disclosed to each Qualified Bidder. As noted above, to facilitate the Auction process and
assist interested parties in preparing bids for the Assets, Qualified Bidders will be required to
provide to the Debtors a Modified APA.

25. The Debtors reserve the right to (i) determine, in their reasonable
discretion and in consultation with the Creditors’ Committee and the Steering Committee (in
the latter case, provided that neither the Stalking Horse Bidder nor any other holder of the
Senior Secured Notes who has submitted, or participated in the submission of, a bid may
participate in the Steering Committee’s consultation rights unless and until such time as the
Stalking Horse Bidder or such other bidder informs the Debtors and the Steering Committee
that it has irrevocably WithdraWn from participating in the Auction), which bid is the highest
or otherwise best (recognizing that, in determining same, a critical consideration shall be
which bid provides the greatest net proceeds available for distribution to creditors by the
estates after payment of, infer alia, the Carve-Out Expenses, Critical Expenses, Administrative
Priority Expenses, and the Expense Reimbursement, if any), and (ii) reject at any time, without
liability, any offer, other than the Stalking Horse Bid, that the Debtors, in their reasonable
discretion and in consultation with the Creditors’ Committee and the Steering Committee,

deem to be (x) inadequate or insufficient, (y) not in conformity with the requirements of the
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Bankruptcy Code, the Bankruptcy Rules, the Local Rules, or procedures set forth therein or in
the Bid Procedures Order, or (z) contrary to the best interests of the Debtors and their estates.
26. The Auction shall continue until the Debtors determine, in consultation
with the Creditors’ Committee and the Steering Committee, and subject to Bankruptcy Court
approval, that the Debtors have received the highest or otherwise best offer or offers for the
Assets from among the Qualified Bidders (including the Stalking Horse Bidder) submitted at
the Auction (the “Successful Bid(s)”) (recognizing that, in determining same, a critical
consideration shall be which bid provides the greatest net proceeds available for distribution to
creditors by the estates after payment of, infer alia, the Carve-Out Expenses, Critical
Expenses, Administrative Priority Expenses, and the Expense Reimbursement, if any). In
making this decision, the Debtors may, in consultation with the Creditors’ Committee and the
Steering Committee, consider, without limitation, the amount of the purchase price, the form
of consideration being offered, the likelihood of the Qualified Bidders’ ability to close a given
transaction, the proposed timing thereof, and rights of such Qualified Bidder and the Debtors
with respect to the termination thereof, the number, type and nature of any changes reflected
in the Modified APA requested by each Qualified Bidder, and the net benefit to the Debtors’
estates. The Qualified Bidder(s) submitting such Successful Bid(s) for the Assets shall
become the “Successful Bidder(s),” and shall have such rights and responsibilities of a
purchaser, as set forth in the Modified APA or Purchase Agreement, as applicable. For the
avoidance of doubt, absent participation in the Auction and the making of an overbid, the
Stalking Horse Bidder cannot be designated the Back-Up Bidder, unless it consents to such

designation.
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217. If no timely, conforming Qualified Bids, other than the Stalking Horse
Bid reflected in the Purchase Agreement, are submitted by the Bid Deadline with respect to
any of the Assets, the Debtors shall not hold the Auction and, instead, shall request at the Sale
Hearing that the Bankruptcy Court approve the Purchase Agreement with the Stalking Horse
Bidder. However, if an Auction is conducted, the Qualified Bidder with the next highest or
otherwise best Qualified Bid for the Assets at the Auction (the “Back-Up Bid”) shall be
required to serve as the back-up bidder (the “Back-Up Bidder”) for such Assets and keep such
Back-Up Bid open and irrevocable for either (i) two (2) business days after the closing of the
Sale Transaction with the Successful Bidder, or (ii) five (5) business days after the termination
of the Successful Bid, whichever applies. Following the Sale Hearing, if the Successful
Bidder fails to consummate an approved Sale Transaction because of a breach or failure to
perform on the part of such Successful Bidder or otherwise, the Back-Up Bidder will be
deemed to be the new Successful Bidder, and the Debtors will be authorized, but not required,
to consummate the sale with the Back-Up Bidder without further order of the Bankruptcy
Court.

28.  Except as otherwise provided in the Bid Procedures, Good Faith
Deposits shall be returned to each bidder not selected by the Debtors as the Successful Bidder
or the Back-Up Bidder by no later than the fifth (5th) business day following the conclusion of
the Auction. The Good Faith Deposit of the Back-Up Bidder shall be held by the Debtors
until one (1) business day after the closing of the sale transaction with the Successful Bidder.

29.  The Debtors will sell the Assets for the highest or otherwise best
Qualified Bid upon the approval of such Qualified Bid by the Court after the Sale Hearing.

The Stalking Horse Bidder and all holders of Senior Secured Notes shall have standing and
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shall retain all rights with respect to any objections each of them may have to the Court’s
approval of any Qualified Bid that the Debtors select as the highest or otherwise best bid at the
conclusion of the Auction.

D. Assumption Procedures

30.  Within three (3) business days after receiving the schedule from the
Stalking Horse Bidder of those executory contracts and unexpired leases it wishes to assume
pursuant to the Purchase Agreement (the “Designated Contracts™) and no later than fifteen
(15) days prior to the Sale Hearing (subject to adjustment as provided below), the Debtors
shall file with the Court and serve on each counterparty to an executory contract or unexpired
lease set forth on such schedule, a notice of assumption, assignment, and cure (the
“Assumption, Assignment, and Cure Notice”), substantially in the form attached as Exhibit
“C” to the proposed Bid Procedures Order. The Assumption, Assignment, and Cure Notice
shall include the Debtors’ calculation of the cure amount (the “Cure Amount”) for each such
Designated Contract. A list of the Designated Contracts and Cure Amounts shall be posted on
the Website and updated as modified.

31. Any counterparty to a Designated Contract shall file and serve any
objections to (i) the proposed assumption and assignment to the Successful Bidder and (ii) if
applicable, the proposed Cure Amount, no later than five (5) business days before the Sale
Hearing; provided, however, that to the extent the Successful Bidder is an entity other than the
Stalking Horse Bidder, any further objections to the Sale Order by a counterparty to a
Designated Contract based solely on the ability of the Successful Bidder to perform under any
such Designated Contract shall be filed by no later than 5:00 p.m. (New York time) on the
date that is one (1) day prior to the Sale Hearing. If any executory contract or unexpired lease

is added to the schedule of Designated Contracts, a copy of the applicable Assumption,
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Assignment, and Cure Notice shall be served on the counterparty by overnight courier service
within (1) one business day of such addition and any counterparty may file an objection as
aforesaid at any time that is one (1) business day prior to the Sale Hearing.

32. If no objection is timely received, (i) the counterparty to a Designated
Contract shall be deemed to have consented to the assumption and assignment of the
Designated Contract to the Successful Bidder and shall be forever barred from asserting any
objection with regard to such assumption and assignment, and (ii) the Cure Amount set forth
in the Assumption, Assignment, and Cure Notice shall be controlling, notwithstanding
anything to the contrary in any Designated Contract, or any other document, and the
counterparty to a Designated Contract shall be deemed to have consented to the Cure Amount
and shall be forever barred from asserting any other claims related to such Designated

Contract against the Debtors or the Successful Bidder, or the property of any of them.

VL

THE SALE IS WARRANTED AND IN THE BEST INTERESTS
OF THE DEBTORS AND THEIR ECONOMIC STAKEHOLDERS

A. Sale of the Assets

33.  Ample authority exists for approval of the proposed sale. Section 363
of the Bankruptcy Code provides, in relevant part, that “[t]he trustee, after notice and a
hearing, may use, sell, or lease, other than in the ordinary course of business, property of the
estate.” 11 U.S.C. § 363(b)(1). Courts in the Second Circuit and others, in applying this
section, have required that the sale of a debtor’s assets be based upon the sound business
judgment of the debtor. See Official Comm. of Unsecured Creditors v. LTV Corp. (In re
Chateaugay Corp.), 973 F.2d 141 (2d Cir. 1992) (holding that a judge reviewing a

section 363(b) application must find from the evidence presented a good business reason to
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grant such application); Comm. of Equity Sec. Holders v. The Lionel Corp. (In re The Lionel
Corp.), 722 F.2d 1063, 1071 (2d Cir. 1983) (same). Once a Court is satisfied that there is a
sound business justification for the proposed sale, the Court must then determine whether

(1) the debtor has provided the interested parties with adequate and reasonable notice, (ii) the
sale price is fair and reasonable, and (iii) the purchaser is proceeding in good faith. In re Betty
Owens Sch., Inc., No. 96 Civ. 3576 (PKL), 1997 U.S. Dist. Lexis 5877, at *11-12 (S.D.N.Y.
Apr. 16, 1997); accord In re Del. and Hudson Ry. Co., 124 B.R. 169, 176 (D. Del. 1991); In re
Decora Indus., Inc., Case No. 00-4459 JJF, 2002 WL 32332749, at *3 (D. Del. May 20,

2002).

34.  As described above, an expeditious sale of the Assets is critical to
preserving and maximizing the value of Blockbuster. Despite efforts by management in the
digital and vending distribution channels to enhance brand relevance and consumer
preference, as well as substantial efforts at reducing costs at the retail store operations through
the lease renegotiation process, Blockbuster’s business has deteriorated. Moreover, given the
current circumstances and the Debtors liquidity constraints, the consummation of the Plan as
contemplated in the PSA is no longer a viable option. Furthermore, absent the DIP Lenders’
continued commitment to finance, the Debtors simply do not have the wherewithal to continue
to operate in chapter 11 without pursuing a sale transaction. Indeed, this is the only course of
action the DIP Lenders are willing to support. Accordingly, the Sale Transaction as proposed
herein appears to be the only viable option to maximize the recoveries for the parties in
interest in these chapter 11 cases.

35.  The Sale Notice that the Debtors propose to provide and the proposed

Bid Procedures are more than adequate and reasonable. As stated, the Sale Notice will be
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served promptly on the Sale Notice Parties and will be timely published in newspapers of
general circulation. In addition, the Debtors’ financial advisors will contact various parties
who have expressed an interest in acquiring assets of the Debtors or entering into a strategic
relationship with the Debtors over the past 12 months to determine whether they are interested
in submitting a competing bid. The Debtors believe that this is more than sufficient notice and
a reasonable period in which to attract competing bids, particularly in view of the extensive
activities engaged in by the Debtors and their financial advisors prior to the Commencement
Date with respect to strategic alternatives.

36. The Debtors believe that the Purchase Price under the Stalking Horse
Bid is fair and reasonable, but the Court will be assured at the Sale Hearing and after the
Auction is concluded, that the Debtors have selected the party or parties with the highest or
otherwise best offer for the Assets, recognizing that, in determining same, a critical
consideration shall be which bid provides the greatest net proceeds available for distribution to
creditors by the estates after the payment of, inter alia, the Carve-Out Expenses, Critical
Expenses, Administrative Priority Claims, and the Expense Reimbursement. Although the
Debtors recognize that the proposed time period between the approval of the Bid Procedures
and the Auction is relatively short, they believe that it is more than adequate to maximize
value in view of marketing efforts that have occurred to date and the Debtors’ existing
liquidity constraints. Moreover, the Debtors have contemplated the possibility that liquidity
constraints or other factors may compel the Successful Bidder or Back-Up Bidder to close in a
superseding chapter 7 case or cases, and as such, in order to ensure that the estates reap the
benefits of the expedited chapter 11 sale and Auction process the Debtors have requested that

the Purchase Agreement and all Qualified Bids and Modified APAs provide that the closing
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will go forward in a chapter 7 without adjustment to the Sale Transaction if conversion is
necessary.

B. Sale Free and Clear of Liens, Claims, Encumbrances, and Interests

37.  Inthe interest of attracting the best offers, the sale of the Assets should
be free and clear of any and all liens, claims, encumbrances and other interests in accordance
with section 363(f) of the Bankruptcy Code, with any such liens, claims, encumbrances and
other interests attaching to the sale proceeds (subject and subordinate in all respects to the
Carve-Out Expenses, the Critical Expenses, the Administrative Priority Claims, and the
Expense Reimbursement, if applicable). Pursuant to section 363(f) of the Bankruptcy Code, a
debtor in possession may sell property of the estate “free and clear of any interest in such
property of an entity other than the estate” if applicable nonbankruptcy law permits sale of
such property free and clear of such interest, if such entity consents, if such interest is a lien
and the price at which such property is to be sold is greater than the aggregate value of all
liens on such property, if such interest is in bona fide dispute, or if such entity could be
compelled, in a legal or equitable proceeding, to accept a money satisfaction of such interest.
11 U.S.C. § 363(H(1)—(5). The Debtors believe that the DIP Lenders will consent to the Sale
Transaction as contemplated by this Motion. With respect to any other party asserting a lien,
claim, encumbrance, or other interest against the assets, the Debtors anticipate that they will
be able to satisfy one or more of the conditions set forth in section 363(f).

C. Protections As a Good Faith Purchaser

38.  Section 363(m) of the Bankruptcy Code protects a good-faith
purchaser’s interest in property purchased from a debtor notwithstanding that the sale
conducted under section 363(b) is later reversed or modified on appeal. Specifically, section

363(m) states that:
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The reversal or modification on appeal of an authorization under
[section 363(b)] ... does not affect the validity of a sale ... to an
entity that purchased ... such property in good faith, whether or not
such entity knew of the pendency of the appeal, unless such
authorization and such sale ... were stayed pending appeal.

11 U.S.C. § 363(m). Section 363(m) fosters the “‘policy of not only affording finality to the
judgment of the [BJankruptcy [Clourt, but particularly to give finality to those orders and

39y

judgments upon which third parties rely.”” Reloeb Co. v. LTV Corp (In re Chateaugay Corp.,
No. 92 Civ. 7054 (PKL), 1993 U.S. Dist. Lexis 6130, at *9 (S.D.N.Y. May 10, 1993) (quoting In
re Abbotts Dairies of Pa., Inc., 788 F.2d 143, 147 3d Cir. 1986). See also Allstate Ins. Co. v.
Hughes, 174 B.R. 884, 888 (S.D.N.Y. 1994) (“Section 363(m) . . . provides that good faith
transfers of property will not be affected by the reversal or modification on appeal of an unstayed
order, whether or not the transferee knew of the pendency of the appeal™); In re Stein & Day,
Inc., 113 B.R. 157, 162 (Bankr. S.D.N.Y. 1990) (“pursuant to 11 U.S.C. § 363(m), good faith
purchasers are protected from the reversal of a sale on appeal unless there is a stay pending
appeal”).

39.  The selection of the Successful Bidder will be the product of arm’s-
length, good-faith negotiations in as competitive a purchasing process as is possible under the
circumstances. Based upon the record to be made at the Sale Hearing, the Debtors will request
a finding that the Successful Bidder is a good-faith purchaser entitled to the protections of

section 363(m) of the Bankruptcy Code.

D. Bid Procedures

40.  The Debtors believe the Bid Procedures are fair and reasonable and will
ensure that the bidding process with respect to the Auction will yield the maximum value for
the Debtors’ estates and creditors. Accordingly, approval of the Bid Procedures, including the

dates established thereby for the Auction and the Sale Hearing, is warranted.
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E. The Expense Reimbursement

41.  Approval of the Expense Reimbursement as a superpriority claim as a
form of bidder protection in connection with a sale of assets pursuant to section 363 of the
Bankruptcy Code has become a recognized practice in chapter 11 cases because it enables a
debtor to ensure a sale to a contractually committed buyer at a price the debtor believes is fair,
while providing the debtor with the potential of obtaining an enhanced recovery through an
auction process.m

42. More specifically, pursuant to the Purchase Agreement, the Expense
Reimbursement is payable in the event that the Purchaser terminates the Purchase Agreement
pursuant to Section 4.4 (exclusive of Sections 4.4(e), (i), (1) and (m)), which is summarized as

follows:

a. Termination prior to the closing by the joint written consent of
Sellers and Purchaser;

b. Termination by either Sellers or Purchaser if the closing has not
occurred by April 20, 2011 (as such date may be extended by the
parties), provided that the party seeking to terminate is not in
material breach of its obligations under the Purchase Agreement

See, e.g., In re Finlay Enters., Inc., et al., Case No. 09-14873 (JMP) (Bankr. S.D.N.Y. Aug. 20,
2009)(approving break-up fee); In re Lehman Bros. Holdings Inc., et al., Case No. 08-13555 (JMP)
(Bankr. S.D.N.Y. Oct. 22, 2008) (approving break-up fee and expense reimbursement); In re Steve &
Barry's Manhattan LLC, et al., Case No. 08-12579 (ALG) (Bankr. S.D.N.Y. Aug. 5, 2008)
(approving break-up fee and expense reimbursement); In re Fortunoff Fine Jewelry and Silverware,
LLC, Case No. 08-10353 (JMP) (Bankr. S.D.N.Y. Feb. 22, 2008) (approving break-up fee); In re
Bally Total Fimess of Greater New York, Inc., Case No. 07-12395(BRL) (Bankr. S.D.N.Y. Aug. 21,
2007) (approving break-up fee and expense reimbursement); In re G+G Retail, Inc., Case No. 06-
10152 (RDD) (Bankr. S.D.N.Y. Jan. 30, 2006); In re Footstar, Inc. Case No. 04-22350 (ASH)
(Bankr. S.D.N.Y. Apr. 6, 2004) (authorizing the debtors to enter into purchase agreements with
break-up fees); Official Comm. of Subordinated Bondholders v. Integrated Res., Inc., (In re
Integrated Res., Inc.), 147 B.R. 650 (S.D.N.Y. 1992), appeal dismissed, 3 F.3d 49 (2d Cir. 1993)
(approving break-up fee and expense reimbursement); In re Twinlab Corp., et al., Case No. 03-15564
(CB) (Bankr. S.D.N.Y. 2003) (approving break-up fee and expense reimbursement); In re Adelphia
Business Solutions, Inc., et al., Case No. 02-11389 (REG) (Bankr. S.D.N.Y. 2002) (approving break-
up fee and expense reimbursement).
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and such breach is the sole reason that the closing has not
occurred;

c. Termination by Purchaser, or prior to entry of the Sale Order, by
Sellers, if (i) Sellers enter into a definitive agreement with respect
to a competing bid; (ii) the Court enters an order approving a
competing bid or (iii) the Court enters an Order that otherwise
precludes consummation of the transaction contemplated by the
Purchase Agreement;

d. Termination by Purchaser or Sellers if an order is entered by a
governmental unit restraining, prohibiting or enjoining either party
from consummating the transaction and such order shall not have
been timely vacated;

e. Termination by Purchaser or Sellers if the Sale Order has not been
entered by the Court on or before April 11, 2011;

f. Termination by Purchaser, if any of the bankruptcy cases are
dismissed or converted to a case under chapter 7 of the Bankruptcy
Code for any reason;

g. Termination by Purchaser (so long as Purchaser is not in material
breach) upon a breach of any covenant or agreement of Sellers in
the Purchase Agreement, of if any representation or warranty of
Sellers shall have been or becomes untrue such that the conditions
to closing in the Purchase Agreement cannot be satisfied;

h. Termination by Purchaser if the Bidding Procedures Order or the
Sale Order is modified in any manner adverse to Purchaser without
Purchaser’s consent; and

1. Termination by Purchaser if any secured creditor obtains relief

from the automatic stay to foreclose on any of the Purchased

Assets, the effect of which would cause, or would reasonably be

expected to cause, a Seller Material Adverse Effect (as such term is

defined in the Purchase Agreement).

43.  As described above, authorization is requested to pay the Expense

Reimbursement to the Stalking Horse Bidder, which is the only bid protection. The Expense
Reimbursement (which will be a superpriority administrative expense) was a material

inducement for, and condition of, the Stalking Horse Bidder’s entry into the Purchase

Agreement. No other form of stalking horse bidder protection is being sought. The Stalking
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Horse Bidder is unwilling to commit to hold open the offer to purchase the Assets under the
terms of the Stalking Horse Bid unless the Stalking Horse Bidder is assured of payment of the
Expense Reimbursement. The Expense Reimbursement will promote more competitive
bidding by inducing the Stalking Horse Bidder to hold its offer open as a minimum or floor
bid on which other bidders—and the Debtors—can rely. Value has been received as a result
of the Stalking Horse Bid and the Stalking Horse Bidder is entitled to be compensated as a
result.

44.  Notably, unlike many other similar situations, no break-up fee is being
provided. The Debtors believe that the requested Expense Reimbursement will not deter or

chill bidding, is reasonable, and will enable the Debtors to maximize the value of their estates.

F. Assumption and Assignment of Designated Contracts

45. To facilitate and effect the sale of the Assets, the Debtors seek
authorization to assume and assign the Designated Contracts to the Successful Bidder. Section
365(a) of the Bankruptcy Code provides that a debtor in possession “subject to the court’s
approval, may assume or reject any executory contract or unexpired lease of the debtor.”

11 US.C. § 365(a). Upon finding that a debtor has exercised its sound business judgment in
determining to assume an executory contract or unexpired lease, Courts will approve the
assumption under section 365(a) of the Bankruptcy Code. See Nostas Assocs. v. Costich (In re
Klein Sleep Prods., Inc.), 78 F.3d 18, 25 (2d Cir. 1996); Orion Pictures Corp. v. Showtime
Networks, Inc. (In re Orion Pictures Corp.), 4 F.3d 1095, 1099 (2d Cir. 1993). In connection
with the proposed sale, the Debtors will only assume and assign the Designated Contracts, i.e.,
those executory contracts and unexpired leases that the Successful Bidder has designated it
wants to assume. The Debtors’ assumption of the Designated Contracts will be contingent

upon payment of Cure Amounts and effective only upon the Closing. Further, section 365(k)
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of the Bankruptcy Code provides that assignment by the debtor to an entity of a contract or
lease “relieves the trustee and the estate from any liability for any breach of such contract or
lease occurring after such assignment.” 11 U.S.C. § 365(k). Pursuant to section 365(k), the
Debtors and the estates will therefore be relieved from any liability for any breach of any
Designated Contract after such assignment to the Successful Bidder. As such, the assumption
of the Designated Contracts will be an exercise of the Debtors’ sound business judgment.

46. Section 365(b)(1) of the Bankruptcy Code requires that any outstanding
defaults under the Designated Contracts that will be assumed must be cured or that adequate
assurance be provided that such defaults will be promptly cured. As set forth above, the
Debtors propose to file with the Court, publish on the Website, and serve on each counterparty
to a Designated Contract a notice which shall include the Debtors’ calculation of the Cure
Amount for each such Designated Contract. Contract counterparties shall have the
opportunity to lodge any objections to the proposed assumption and assignment to the
Successful Bidder and, if applicable, the proposed Cure Amount. The Purchaser shall be
obligated to pay or cause to be paid any and all Cure Amounts with respect to the Designated
Contracts to be assumed. In the event of any dispute relating to any Cure Amount, the
Purchaser may elect not to assume the Designated Contract if it is unsatisfied with the
resolution of such dispute.

47. Pursuant to section 365(f)(2) of the Bankruptcy Code, a debtor may
assign an executory contract or unexpired lease of nonresidential real property if “adequate
assurance of future performance by the assignee of such contract or lease is provided.” 11
U.S.C. § 365(f)(2). The meaning of “adequate assurance of future performance” depends on

the facts and circumstances of each case, but should be given “practical, pragmatic
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construction.” See Carlisle Homes, Inc. v. Azzari (In re Carlisle Homes, Inc.), 103 B.R. 524,
538 (Bankr. D.N.J. 1988) (citation omitted); see also In re Natco Indus., Inc., 54 B.R. 436,
440 (Bankr. S.D.N.Y. 1985) (adequate assurance of future performance does not mean
absolute assurance that debtor will thrive and pay rent); In re Bon Ton Rest. & Pastry Shop,
Inc., 53 B.R. 789, 803 (Bankr. N.D. Ill. 1985) (“[a]lthough no single solution will satisfy every
case, the required assurance will fall considerably short of an absolute guarantee of
performance.”). Among other things, adequate assurance may be given by demonstrating the
assignee’s financial health and experience in managing the type of enterprise or property
assigned. See In re Bygaph, Inc., 56 B.R. 596, 605-06 (Bankr. S.D.N.Y. 1986) (adequate
assurance of future performance is present when prospective assignee of lease has financial
resources and expressed willingness to devote sufficient funding to business to give it strong
likelihood of succeeding; in the leasing context, chief determinant of adequate assurance is
whether rent will be paid). At the Sale Hearing, to the extent necessary, the Debtors will be
prepared to proffer testimony or present evidence to demonstrate the ability of the Successful
Bidder to perform under the Designated Contracts. The Sale Hearing, therefore, will provide
the Court and other interested parties with the opportunity to evaluate the ability of the
Successful Bidder to provide adequate assurance of future performance under the Designated
Contracts, as required by section 365(b)(1)(C) of the Bankruptcy Code. Accordingly, it is
requested that at the conclusion of the Sale Hearing, the proposed assumption and assignment

of the Designated Contracts be approved.
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48.  To facilitate the assumption and assignment of the Designated
Contracts, the Debtors further request the Court find all anti-assignment provisions of the

Designated Contracts to be unenforceable under section 365(f) of the Bankruptcy Code.??

G. Request for Relief Pursuant to Bankruptcy Rules 6004(h) and 6006(d)
49. Bankruptcy Rule 6004(h) provides that an “order authorizing the use,

sale, or lease of property...is stayed until the expiration of 14 days after entry of the order,
unless the court orders otherwise.” FED. R. BANKR. P. 6004(h). Bankruptcy Rule 6006(d)
further provides that an “order authorizing the trustee to assign an executory contract or
unexpired lease under § 365(f) is stayed until the expiration of 14 days after the entry of the
order, unless the court orders otherwise.” FED. R. BANKR. P. 6006(d).

50. In light of the current circumstances and the financial condition of the
Debtors, the Debtors believe that in order to preserve and maximize value, the sale of the
Assets should be consummated as soon as practicable. Accordingly, the Debtors request that
the Sale Order approving the sale of the Assets and the assumption and assignment of the
Designated Contracts be effective immediately upon entry of such order and that the fourteen-

day stay under Bankruptcy Rules 6004(h) and 6006(d) be waived.

H. Appointment of a Consumer Privacy Ombudsman
51. Pursuant to section 363(b)(1) of the Bankruptcy Code, a debtor may sell

or lease personally identifiable information, such as its consumer customer list, so long as it

2

Section 365(f)(1) provides in part that, “notwithstanding a provision in an executory contract or
unexpired lease of the debtor, or in applicable law, that prohibits, restricts, or conditions the
assignment of such contract or lease, the trustee may assign such contract or lease...”
11 US.C. § 365(f)(1). Section 365(f)(3) further provides that “Notwithstanding a provision in an
executory contract or unexpired lease of the debtor, or in applicable law that terminates or modifies,
or permits a party other than the debtor to terminate or modify, such contract or lease or a right or
obligation under such contract or lease on account of an assignment of such contract or lease, such
contract, lease, right, or obligation may not be terminated or modified under such provision because
of the assumption or assignment of such contract or lease by the trustee.” 11 U.S.C. § 365(H)(3).
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complies with the debtor’s privacy policy. 11 U.S.C. § 363(b)(1)(A). If a sale is inconsistent
with the debtor’s privacy policy, Bankruptcy Code section 332 governs the appointment of a
consumer privacy ombudsman. 11 U.S.C. § 332(b)(1).

52.  Should the Debtors sell personally identifiable information, the Debtors
will ensure that the sale is consistent with the Debtors’ current privacy policy. Therefore, the
appointment of a consumer privacy ombudsman is unnecessary at this time. Should the
Debtors propose to sell such information other than in compliance with their privacy policy,
they will promptly notify the Court and seek the appointment of a consumer privacy
ombudsman in accordance with section 332 of the Bankruptcy Code.

L Waiver of Compliance with the Requirements
of Local Rule 6004-1, to the Extent Applicable

53.  The Debtors propose to conduct the sale of the Assets without
employing an appraiser or an auctioneer. The Debtors submit that given the extensive
description of the procedures pursuant to which this sale will be conducted, the requirements
of Rule 6004-1 of the Local Bankruptcy Rules for the Southern District of New York have
been satisfied. Alternatively, to the extent that the Court finds that the Debtors have not met
any applicable provision of Local Bankruptcy Rule 6004-1, the Debtors respectfully request

that the Court waive such requirements with respect to this Motion.

J. Authority to Continue Store Closing Sales
54. By Order dated January 20, 2011, the Court (i) authorized the Debtors

to continue to conduct store closing sales and bulk inventory sales, (ii) approved certain store

closing procedures, and (iii) granted ancillary and related relief overriding or invalidating any
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contractual provisions or state or local laws that may restrict such sales.”” The Debtors
request that the relief granted by such Order be made applicable with equal force to any
similar store closings or bulk sales conducted in connection with this Motion, the Sale
Transaction, or otherwise, whether such sales are conducted by the Debtors, a Successful
Bidder, or another third party agent of either, or in any subsequent chapter 7 case of any
Debtor; provided, however, that any of the foregoing shall be subject to the provisions of such

Order, including the “Store Closing Sales Procedures” approved (and defined) therein.
VIIL.
THE ADMINISTRATIVE RELIEF IS ESSENTIAL TO A SUCCESSFUL SALE

A. Necessity of the Granting of the Administrative Priority
Claims and the Issuance of the Administrative Stay

55. Generally, a debtor in possession may incur unsecured debt in the
ordinary course of its business during a chapter 11 case without the necessity of Court
approval, and any claims on account of such extension of credit are entitled to administrative
claim status. See 11 U.S.C. § 364(a). However, when a debtor in possession is unable to
procure such unsecured credit, section 364(c)(1) of the Bankruptcy Code empowers the Court,
“after notice and a hearing, [to] authorize the obtaining of credit or the incurring of debt . . .
with priority over any or all administrative expenses of the kind specified in section 503(b)
or 507(b) of this title.” 11 U.S.C. § 365(c)(1) (emphasis added). Further, section 105(a) of
the Bankruptcy Code provides:

The court may issue any order, process, or judgment that is necessary or

appropriate to carry out the provisions of this title. No provision of this
title providing for the raising of an issue by a party in interest shall be

23

Order Pursuant to 11 U.S5.C. §§ 105(a) and 363 and Fed R. Bankr. P. 6004 Authorizing the Debtors to
Continue to Conduct Store Closing Sales and Bulk Inventory Sales, Approving Procedures with
Respect to Ordinary Course Store Closing Sales, and Granting Ancillary and Related Relief [Dkt. No.
864]
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construed to preclude the court from, sua sponte, taking any action or

making any determination necessary or appropriate to enforce or

implement court orders or rules, or to prevent an abuse of process.

11 U.S.C. § 105(a).
56.  Courts have previously granted such superpriority status to certain
administrative expenses so as to ensure that creditors working for, or doing business with, a
chapter 11 debtor are not unduly prejudiced by extending credit during the debtor’s sale and
subsequent wind-down period. See, e.g., In re PLVTZ, Inc., Chapter 11 Case No. 07-13532
(Jan. 8, 2008) (Gerber, J.); In re Caldor’s, Inc., Chapter 11 Case No. 95 B 44080 (Jan. 22,
1999) (affirmed 266 B.R. 575 (S.D.N.Y. 2001)) (Garrity, J.); In re Klein Sleep Prods., Inc.,
Chapter 11 Case No. 91 B 12577 (Jan. 4, 1993) (Conrad, J.); In re The Lionel Corporation, et
al., Chapter 11 Case Nos. 91 B 12704 and 91 B 12705 (Lifland, C.J.) (June 28, 1993).**
Courts have also granted injunctive relief to prevent administrative claimants from attempting
to trump this priority status by demanding payment of their existing claims, which, if
permitted, would result in substantial detriment to the debtors’ estates. See In re Caldor’s,
Inc., Chapter 11 Case No. 95 B 44080 (Garrity, J.) (Jan. 22, 1999) (affirmed 266 B.R. 575
(S.D.N.Y. 2001)); In re The Lionel Corporation, et al., Chapter 11 Case Nos. 91 B 12704 and
91 B 12705 (June 28, 1993) (Lifland, C.J.).
57.  As stated, in view of the current circumstances of the Debtors and the

limited amount of financial resources available to them, the Sale Transaction described herein
is the only realistic alternative to maximize the value of these estates. Moreover, under these

circumstances, the Debtors must provide assurance to those parties who supply goods and

services to the Debtors during the period necessary to achieve a sale that they are paid.

* A copy of each of these orders is available upon request to the attorneys for the Debtors.
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Accordingly, as stated above, the Debtors seek authority to implement the following
procedures and relief in order to assure that a Sale Transaction can proceed and be

consummated in an orderly fashion:

a. the non-payment during the Sale Process Period of all costs and
expenses of administration of the Debtors’ estates (other than the
Critical Expenses and limited to the amounts provided in the Sale
Budget) incurred during the Pre-Sale Period;

b. the payment in full of (i) all Administrative Priority Expenses, as
provided in and up to the amounts provided in the Sale Budget,
and (ii) the Critical Expenses; provided, however, that in
connection with any studio agreements between the Debtors and
movie studios, only the following shall be included as
Administrative Priority Expenses25 : (x) Rental Share Fees that
accrue during the Sale Process Period only up to the amounts
provided in the Sale Budget, and (y) Operating Stores PRP Fees
only up to the amounts provided in the Sale Budget and Closing
PRP Fees that accrue during the Sale Process Period from the sale
of movie titles in stores that are liquidating, provided, that such
Closing Stores PRP Fees shall be limited to the Closing Stores
PRP Fee Cap, as provided for in the Sale Budget, and only
Operating Stores PRP Fees and Closing Stores PRP Fees only up
to thezéClosing Store PRP Fee Cap shall receive superpriority claim
status™; :

C. pursuant to section 364 of the Bankruptcy Code, the granting of
superpriority claim status®’ to the Administrative Priority

For the avoidance of doubt, Administrative Priority Expenses shall not include (i) any amounts or
claims under any studio agreements other than Rental Share Fees, Operating Stores PRP Fees, and
Closing Stores PRP Fees accrued during the Sale Process Period and, as to Closing Stores PRP Fees,
up to the Closing Stores PRP Fee Cap; (ii) any revenue share fees or previously rented product fees or
any other fee or claim that may accrue after the Sale Process Period or as a result of the sale of the
Assets; and (iii) any amounts not detailed in the Sale Budget.

Any amount of Closing Stores PRP Fees greater than the Closing Stores PRP Fee Cap shall not
receive superpriority claim status notwithstanding that such fees may have been incurred during the
Sale Process Period.

For the avoidance of doubt, (i) any amounts or claims that may be claimed to arise under studio
agreements whether they accrue during or after the Sale Process Period (other than the
aforementioned Rental Share Fees, Operating Stores PRP Fees, and Closing Stores PRP Fees accrued
during the Sale Process Period and, as to Closing Stores PRP Fees, up to the Closing Stores PRP Fee
Cap) or (ii) any revenue share fee or previously rented product fees or any other fee or claim that may
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Expenses, senior and prior to all other costs and expenses of
administration in these cases, other than the Carve-Out Expenses
and the DIP Obligations (exclusive of the Roll-Up Note
Obligations) (as each of such terms is defined in the DIP Order);
and

d. the imposition of the Administrative Stay.

58. Further, in order to avoid any disruption to the sale process, it will be
necessary to pay (but only pursuant to and as permitted by the Sale Budget) certain
administrative claims (the “Critical Expenses”) that relate to the Pre-Sale Period. These
encompass claims related to employee-related matters and other critical items and include the
following:

a. employee éalary and wages, withholding taxes, and any other
amounts withheld from employees;

b. professional fees and expenses;

C. medical and workers’ compensation coverage premiums, benefits,
claims and expenses;

d. unreimbursed employee business expenses;

e. certain customer obligations (as disclosed in advance by the
Debtors and included in the Sale Budget); and

f. other essential costs and expenses which must be paid during the
period necessary to consummate the sale, including, without
limitation, utility obligations, maintenance charges, taxes,
insurance coverage premiums, and professionals fees and
expenses.

59.  Because the payment of these items will be made from the use of cash
collateral, the Debtors propose that payment of all of the foregoing items (including the
Administrative Priority Expenses and the Critical Expenses) will be subject to an agreed upon

budget subject to the approval of the Requisite DIP Lenders (as defined in the DIP Order) (the

accrue after the Sale Process Period or as a result of the sale of the Assets, shall not receive status as
Administrative Priority Claims.
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“Sale Budget”). A copy of the Sale Budget will be available at the hearing to consider this
Motion and, of course, will be subject to adjustment with the consent of the Requisite DIP
Lenders on an ongoing basis in order to address the fact that it is not possible to predict with
certainty future events. As part of the continued consensual use of Cash Collateral under the
DIP Order, the DIP Lenders have consented to the Administrative Priority Expenses and the
superiority thereof as described above.

60.  Granting the requested extraordinary relief is essential to ensure that
creditors — such as movie studios, game providers, maintenance and janitorial service
providers, landlords, utilities, and employees — are not further prejudiced on account of their
extension of unsecured credit during the Sale Process Period. Since January 17, 2011, the
Debtors, with the consent of the DIP Lenders, have made payments to administrative expense
creditors for goods and services provided post January 17, 2011. Those payments are to be
applied to administrative expense claims related to that period. The Debtors propose to
continue to pay these administrative expense creditors for post January 17, 2011 exposure
accruals consistent with the applicable budget so as to assure that all administrative expense
creditors are treated essentially equally with respect to such period. These creditors will be
providing value to the estates as their continued provision of goods and services will enable
the Debtors to sell the Assets in an orderly process. Indeed, in the absence of this protection,
the sale process would not be able to proceed.

61.  Finally, in order to avoid any undue disruption to the sale process and
avoid a rush to the courthouse by creditors holding Pre-Sale Period claims, the Debtors submit

that it is necessary and appropriate for the Court to impose a stay against any collection efforts
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with respect to such claims. Again, this will assure that the sale process can be consummated
and that no creditor obtains an advantage over those similarly situated.

B. Carve-Out Trigger Notice

62.  As of the date of the filing of this Motion, there are no outstanding
draws on the DIP Facility. Given the Debtors’ failure to meet certain milestones required
under the PSA and DIP Facility, the Debtors have been advised that the PSA and DIP Facility
are going to be terminated. Consequently, there will be no further draws available under the
DIP Facility. However, in furtherance of this sale process, the DIP Lenders are willing to
continue to allow the consensual use of cash collateral through the Sale Process Period limited
to the amounts provided under the Sale Budget and limited to the amounts to be consented to
by the Requisite DIP Lenders in the Wind Down Budget; provided, however, that the DIP
Lenders’ consent to the use of cash collateral shall be subject to the continuation of the sale
process, as detailed herein, to complete the Sale Transaction to the Stalking Horse Bidder or
another bidder who has a higher or otherwise better offer at the conclusion of the Auction.
Given the termination of the DIP Facility, the Debtors have been advised that the Requisite
DIP Lenders intend to deliver a Carve-Out Trigger Notice (as such term is defined in the DIP
Order) to the Debtors, the United States Trustee, and the Creditors’ Committee, in accordance
with the provisions of the DIP Order. Accordingly, pursuant to the terms of the DIP Order,

upon delivery of the Carve-Out Trigger Notice, the Roll-Up Notes shall become effective.

VIIL
NOTICE

63.  No trustee or examiner has been appointed in these chapter 11 cases.
The Debtors have filed a motion requesting the Court set a hearing and notice procedures with

respect to the Bidding Procedures Hearing. The Debtors will serve notice of this Motion in
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accordance with any order entered by the Court with respect to such motion, and propose to
furnish additional notice as described herein. The Debtors submit that no further notice need
be provided.
64.  No previous request for the relief sought herein has been made to this or
any other Court.
WHEREFORE the Debtors respectfully request that the Court grant the relief

requested herein and such other and further relief as is just.

Dated: New York, New York
February 21, 2011

Hegluadons
Stephen Khrotkin

WEIL, GOTSHAL & MANGES LLP

767 Fifth Avenue

New York, New York 10153

Telephone: (212) 310-8000

Facsimile: (212) 310-8007

and

Martin A. Sosland (admitted pro hac vice)
WEIL, GOTSHAL & MANGES LLP
200 Crescent Court, Suite 300

Dallas, Texas 75201

Telephone: (214) 746-7700

Facsimile: (214) 746-7777

Attorneys for Debtors and Debtors in Possession
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EXHIBIT 1

Purchase Agreement
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EXECUTION COPY

ASSET PURCHASE AND SALE AGREEMENT
BY AND AMONG
BLOCKBUSTER INC,,

THE DEBTOR SUBSIDIARIESPARTY HERETO,
AND

COBALT VIDEOHOLDCO LLC

Dated as of February 21, 2011
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ASSET PURCHASE AND SALE AGREEMENT

THIS ASSET PURCHASE AND SALE AGREEMENT, dated asebruary 21, 2011
(this “Agreemerid), is made and entered into by and among Blocldyusic., a Delaware
corporation (“Pareri}, each of the Debtor Subsidiaries (as definedwghnd together with
Parent, “Sellers and individually a “Selléf) and Cobalt Video Holdco LLC, a Delaware limited
liability company (“Purchasgr. Sellers and Purchaser are sometimes heregnreef to
collectively as the “Partiésnd individually as a “Party

WITNESSETH:

WHEREAS, Sellers and their Subsidiaries are glpbaVviders of rental and retail media
entertainment, including movie and game entertammeoducts delivered through one or more
distribution channels (such business and all dlismess conducted by any Seller or any of its
Subsidiaries, the "Busin€3s

WHEREAS, on September 23, 2010, Sellers filed viagnpetitions for relief under
chapter 11 of title 11 of the United States CodeU1S.C. 8§ 10%t seg. (the “Bankruptcy
Codé), in the United States Bankruptcy Court for theughern District of New York (the
“Bankruptcy Couri); and

WHEREAS, on the terms and subject to the conditfmreinafter set forth and pursuant
to a Sale Order (as defined herein), the Partissadto enter into this Agreement pursuant to
which, among other things, Sellers shall sell tecRaser, and Purchaser shall purchase from
Sellers, all of Sellers’ right, title and inter@stand to the Purchased Assets (as defined herein)
and Purchaser shall assume from Sellers and ther@afy, discharge and perform the Assumed
Liabilities (as defined herein).

NOW, THEREFORE, in consideration of the premises @inthe mutual covenants,
representations, warranties and agreements heayeiaiced, and intending to be legally bound
hereby, the Parties hereby agree as follows:

ARTICLE I

DEFINITIONS

Section 1.1 Definitions For the purposes of this Agreement, the follgxterms shall
have the meanings specified in this Section 1.1

“Action” means any action, suit, arbitration, claim, imguproceeding or investigation
by or before any Governmental Authority of any matwivil, criminal, regulatory or otherwise,
in law or in equity.

“Affiliate ” (and, with a correlative meaning “affiliated”) rzues, with respect to any
Person, any direct or indirect subsidiary of suelsBn, and any other Person that directly, or
through one or more intermediaries, controls @oistrolled by or is under common control with
such first Person. As used in this definition,rftrol” (including with correlative meanings,
“controlled by” and “under common control with”) iaxes possession, directly or indirectly, of



power to direct or cause the direction of the managnt or policies (whether through ownership
of securities or partnership or other ownershiprists, by Contract or otherwise).

“Agency and License Agreemémheans the Agency and License Agreement to be
entered into between Purchaser and Sellers suladiaint the form attached as Exhibit A
hereto.

“Applicable Law' means, with respect to any Person, any Law agiplécto such Person
or its business, properties or assets.

“Approved Sale Expenstémeans Seller’s reasonable good faith estimateetosts and
expenses of Sellers in connection with the saldligndaiation of any of the Purchased Assets,
which shall be provided in writing by Sellers torhaser not later than the earlier to occur of (i)
the Auction (as defined in the Bidding Procedureded and (ii) five (5) Business Days prior to
the Sale Hearing (as defined in the Bidding Prooesi@rder) and shall be reasonably acceptable
to Purchaser.

“Assumed Studio Liabilitiesmeans administrative expense liabilities of Sslielated
to the period prior to the date of this Agreemangn aggregate amount equal to $25,000,000,
with respect to any of Sellers’ contracts, agredsjarrangements or understandings with any
one or more of the Required Studios, which lialesitshall be identified by Purchaser, in its sole
discretion, at any time prior to the Closing, pansiuto a supplement to Schedule 1.1¢&)ich
schedule may be amended and/or supplemented blgderc in its sole discretion, at any time
and from time to time prior to the Closing.

“Bankruptcy Casésmneans the chapter 11 cases commenced by Sefie@smtember 23,
2010, jointly administered under Case No. 10-14@&HL).

“Beginning Inventory Amouritmeans an amount equal to $635,848,496.66, the
reference value of the December 31, 2010 inverdomt provided by Sellers to Purchaser,
based on the methodology set forth in Scheduld).1(

“Bidding Procedures Ordémeans an Order of the Bankruptcy Court, subsadntin
the form attached hereto as Exhibit B

“Business Dayymeans a day other than a Saturday, Sunday or d&yeon which
commercial banks in New York City are authorizedesuired by Law to close. Any event the
scheduled occurrence of which would fall on a deat ts not a Business Day shall be deferred
until the next succeeding Business Day.

“Business Intellectual Propeftyneans all (i) Purchased Intellectual Property and
(ii) other Intellectual Property used by any Setleany of its Subsidiaries.

“Cash Flow Budgétmeans the approved DIP Credit Agreement budgeanaended, and
any budget subsequently adopted by Sellers anadaggiby Purchaser in connection with the
DIP Credit Agreement, any refinancing thereof, my ather debtor-in-possession financing
entered into by Sellers.




“Closing Cash Amouritmeans the amount of all cash, cash equivalerddraely
marketable securities held by Sellers as of 11:68 fprevailing eastern time) on the day
immediately preceding the Closing Date, l#ssamounts of any unpaid checks, drafts and wire
transfers issued by Sellers on or prior the Clo8latg, calculated in accordance with GAAP
applied on a basis consistent with the preparatfdhe Balance Sheet, pltise Sales Tax
Amount.

“Closing Inventory Amouritmeans the value of the inventory held by Seléess
of 11:59 p.m. (prevailing eastern time) on the olayediately preceding the Closing Date,
calculated in accordance with the methodologie$mstt on_Schedule 1.1(b)

“COBRA"” means the Consolidated Omnibus Reconciliationdc985, as amended
“Code’ means the Internal Revenue Code of 1986, as amtend

“Collateral Trust Agreemehineans that certain Collateral Trust Agreementedias of
March 31, 2010, by and among Blockbuster CanadaWarner Home Video, Twentieth
Century Fox Home Entertainment LLC, Sony Picturesnd Entertainment Inc., and Home
Trust Company, as Collateral Trustee.

“Competition Law$ means the HSR Act and all other Laws that arégiesl or intended
to prohibit, restrict or regulate (i) actions hayitme purpose or effect of monopolization or
restraint of trade or lessening of competitioniprfgreign investment.

“Contract means any written contract, indenture, note, héoah, instrument, lease,
license, commitment or other agreement.

“Cure Costs means amounts that must be paid and obligatioaisatherwise must be
satisfied, including pursuant to sections 365(lf)Land (B) of the Bankruptcy Code, in
connection with the assumption and/or assignmeangfPurchaser Assumed Contract as
determined pursuant to the Sale Order.

“Debtor Benefit Planismeans the Employee Benefit Plans other than e Debtor
Benefit Plans.

“Debtor Subsidiariesmeans Blockbuster Global Services Inc., Blockbustvestments
LLC, Blockbuster Video Italy, Inc., Blockbuster Didution, Inc., Blockbuster Procurement LP,
Blockbuster Canada Inc., Blockbuster Internati@yain Inc., Blockbuster Digital Technologies
Inc., Movielink, LLC, Blockbuster Gift Card Inc.,rading Zone Inc., and B2 LLC.

“Designated FF&E means all furniture, fixtures and equipment owbgdSellers and
located at the Closing Date Leased Properties.

“Designated Liquidation Merchandiseeans all movie, television program, game and
cell phone inventory, merchandise, memorabiliapap, food and beverage items and other
finished goods inventory owned by Sellers on thes@ig Date and located at, or in transit to, the
Closing Date Leased Properties on the Closing Date.




“DIP _Agent’ has the meaning given to such term in the DIRdEr&greement.

“DIP Credit Agreemeritmeans that certain Senior Secured, Super-Pridrytor-In-
Possession Revolving Credit Agreement, dated &epfember 23, 2010, among Sellers, the
lenders signatory thereto and Wilmington Trust F&Bagent.

“DIP Lenders has the meaning given to such term in the DIRI@r&greement.

“DIP Order’ means the Final Order (I) Authorizing PostpetitiBuperpriority Secured
Financing Pursuant to 11 U.S.C. 88 105(a), 361, 362(c)(1), 364(c)(2), 364(c)(3), 364(d)(1)
and 364(e), (II) Authorizing Postpetition Use ofsBaCollateral Pursuant to 11 U.S.C. 8§ 363,
(1l1) Granting Adequate Protection Pursuant to 15.0. 88 361, 362, 363 and 364, entered by
the Bankruptcy Court in the Bankruptcy Cases (do&ke3), as entered in the Bankruptcy
Cases.

“Distribution Centersmeans (i) all of Sellers’ distribution centerséed throughout the
United States to support Sellers’ by-mail subsmipbusiness and (ii) Sellers’ 850,000 square
foot distribution center located in McKinney, Texas

“Document$ means all files, documents, instruments, pagmyeks, reports, manuals,
records, tapes, microfilms, hard drives, databas®apilations of information, photographs,
letters, budgets, accounts, forecasts, ledgermads) title policies, customer and supplier lists,
regulatory filings, operating data and plans, tecdirdocumentation (design specifications,
functional requirements, operating instructiongjdananuals, flow charts, etc.), user
documentation (installation guides, user manuedsjihg materials, release notes, working
papers, etc.), marketing documentation (includelgsbrochures, flyers, pamphlets, web pages,
etc.), and other similar materials related to thisiBess and the Purchased Assets in each case
whether or not in electronic form.

“Employe€ means any employee of any Seller who performskvpoimarily related to
the operation of the Business.

“Employee Benefit Plarisneans all employee benefit plans (as definedectiSn 3(3)
of ERISA), all employment or individual compensatiagreements, and all other plans, policies,
agreements, payroll practices or arrangements girgyany bonus, incentive, retention, equity
or equity-based compensation, deferred compensatiock purchase, severance pay, sick leave,
vacation pay, salary continuation, disability, vaedf benefit, pension benefit, life insurance,
medical insurance, fringe benefits, educationaktesce, tax gross up, change in control or
other material employee benefit, in each case asich any Seller or their Subsidiaries has any
Liability with respect to any current or former icErs, employees or directors of any Seller or
their Subsidiaries.

“Environmental Law means all Applicable Laws in effect on the dagedof relating to
the environment, natural resources, health andysaf¢he protection thereof, including but not
limited to any applicable provisions of the Commes$ive Environmental Response,
Compensation and Liability Act, 42 U.S.C. 8§ 968%eq., the Hazardous Materials
Transportation Act, 49 U.S.C. § 518tseq., the Resource Conservation and Recovery Act, 42
U.S.C. 8 690Xt seq., the Clean Water Act, 33 U.S.C. § 12%%eq., the Clean Air Act, 42




U.S.C. 8§ 740Et seg., the Toxic Substances Control Act, 15 U.S.C. 8128 seq., the Federal
Insecticide, Fungicide, and Rodenticide Act, 7 8.8 136et seq., the Occupational Safety and
Health Act, 29 U.S.C. § 654 seq., and the Oil Pollution Act of 1990, 33 U.S.C. B2 et seq.,
and the regulations promulgated pursuant therethal analogous state or local statutes.

“Environmental Liabilities and Obligatiohsneans all Liabilities arising from any
impairment or damage to the environment or faitoreomply with Environmental Laws in
connection with the prior or ongoing ownership peration of the Business, including
Liabilities related to: (i) the transportationpistge, use, arrangement for disposal or disposal of
Hazardous Materials or waste; (ii) the Releaseaddtidous Materials or waste; (iii) any other
pollution or contamination of the surface, substirabil, air, ground water, surface water or
marine environments; (iv) any other obligations as@d under Environmental Laws with
respect to the Business; and (v) all obligation wespect to personal injury, property damage,
wrongful death and other damages and losses artisitdgr Applicable Law as a result of any of
the matters identified in clauses (i) — (iv) ofstlgiefinition.

“ERISA” means the Employee Retirement Income SecurityofAd974, as amended.

“Estimated Cash Adjustment Amoutmheans (i) if the Target Cash Amount exceeds the
Estimated Cash Amount, the amount of such excdsshvghall reduce the Closing Date
Payment by such amount, or (ii) if the EstimatedfCamount exceeds the Target Cash
Amount, the amount of such excess, which shalease the Closing Date Payment by such
amount.

“Estimated Inventory Adjustment Amotinnheans (i) if the Beginning Inventory Amount
exceeds the sum of the Estimated Inventory Amgplustthe Inventory Liquidation Expenses,
the amount of such excess, which shall reduce h&rg Date Payment by such amount, or
(i) if the sum of the Estimated Inventory Amouphtis the Inventory Liquidation Expenses
exceeds the Beginning Inventory Amount, the amofistich excess, which shall increase the
Closing Date Payment by such amount.

“Estimated Wind Down Expensesieans Sellers’ reasonable good faith estimatbef
out-of-pocket costs and expenses that Sellers expatcur in connection with winding down
their bankruptcy estates, which estimate shallishela reasonably detailed breakdown of such
costs and expenses by category and shall be prbinderiting by Sellers to Purchaser not later
than the earlier to occur of (i) the Auction (a$inked in the Bidding Procedures Order) and
(i) five (5) Business Days prior to the Sale Hagr{as defined in the Bidding Procedures
Order), and which estimate shall be reasonablymabke to Purchaser.

“GAAP” means United States generally accepted accouptingiples as in effect
during the time period of the relevant financiatstment.

“Governmental Authoritymeans any entity exercising executive, legisitiudicial,
regulatory or administrative functions of or pemtag to United States or foreign federal, state or
local government, any governmental authority, agedepartment, board, commission or
instrumentality or any political subdivision thefeand any tribunal or court or arbitrator(s) of
competent jurisdiction, and shall include the Bapkecy Court.




“Hazardous Materialsmeans all substances defined as “hazardous sudesti
“hazardous wastes,” “hazardous materials,” “pohitéd’ “toxic wastes,” “toxic substances” or
“contaminants” or otherwise regulated under Envinental Laws or with respect to which
liability or standards of conduct are imposed uriglevironmental Laws.

“HSR Act’ means the Hart-Scott-Rodino Antitrust Improvenseftt of 1976, as
amended, and the rules and regulations promuldghézdunder.

“Indebtednessof any Person means, without duplication, (i) gnmcipal of and
premium (if any) in respect of (A) indebtednesswéh Person for money borrowed and
(B) indebtedness evidenced by notes, debentureslshar other similar instruments for the
payment of which such Person is responsible oldjgb) all obligations of such Person issued
or assumed as the deferred purchase price of pyppérconditional sale obligations of such
Person and all obligations of such Person undetidayetention agreement (but excluding
trade accounts payable arising in the Ordinary €mof Business); (iii) all obligations of such
Person under leases required to be capitalizedcordance with GAAP; (iv) all obligations of
such Person for the reimbursement of any obligoaronletter of credit, banker’'s acceptance or
similar credit transaction; (v) all obligationstbk type referred to in clauses (i) through (iv) of
any Persons for the payment of which such Persmasonsible or liable, directly or indirectly,
as obligor, guarantor, surety or otherwise, inalgdjuarantees of such obligations, “keep well”
agreements, agreements to maintain or contribste @acapital to any Person or other similar
agreements or arrangements; and (vi) all obligataitthe type referred to in clauses (i) through
(v) of other Persons secured by any Lien on anggaty or asset of such Person (whether or not
such obligation is assumed by such Person).

“Initial Liquidating Stores means the list of not less than 600 Stores ifiedtby Sellers
in Schedule 1.1(dhat will be subject to liquidation, and with respto which Sellers have
commenced or shall have commenced in-store ligodatr going out of business sales after the
date hereof but in no event later than February@&].

“Intellectual Propertymeans all worldwide intellectual property andhig arising from
or in respect of the following: all (i) inventiondiscoveries, industrial designs, business
methods, patents and patent applications (inclupgingisional and Patent Cooperation Treaty
applications), including continuations, divisionatsntinuations-in-part, reexaminations and
reissues, extensions, renewals and any patentstabe issued with respect to the foregoing;
(ii) trademarks, service marks, certification mat@lective marks, trade names, business
names, assumed names, d/b/a’s, fictitious namasdbrames, trade dress, logos, symbols,
Internet domain names and corporate names, anday@mangibles of a like nature and other
indicia of origin or quality, whether registerediragistered or arising by Law, and all
applications, registrations, and renewals for anye foregoing, together with the goodwill
associated with and symbolized by each of the forgg (iii) published and unpublished works
of authorship in any medium, whether copyrightaisl@ot (including databases and other
compilations of information, computer software, gucode, object code, algorithms, and other
similar materials and Internet website contentpycmhts and moral rights therein and thereto,
and registrations and applications therefor, ahdsllances, renewals, extensions, restorations
and reversions thereof; and (iv) confidential anmppetary information, trade secrets, and
know-how, including methods, processes, businessspschematics, concepts, software and




databases (including source code, object codelgndtams), formulae, drawings, prototypes,
models, designs, devices, technology, researclievelopment and customer information and
lists (collectively, “Trade Secréls

“Intellectual Property Licensésneans (i) any Contract that contains any granaroy
Seller or any of its Subsidiaries to any third Baref any right to use, publish, perform or
exploit any of the Business Intellectual Propeatyd (i) any Contract that contains any grant by
any third Person to any Seller or any of its Subsigls of any right to use, publish, perform or
exploit any Intellectual Property of such third &r concerning or relating to the Business
Intellectual Property.

“Inventory Liguidation Expensésneans the sum of (a) an amount equal to $900@00
lease return conditions actually paid by Sellethwespect to Stores for which liquidations
commenced after January 1, 2011 and which expevesesincurred and paid during the period
beginning January 1, 2011 through the date ofAlyiIeementplus (b) the product of (i) the
aggregate number of Stores that commence and ctanigjeidation or going out of business
sales during the period from January 1, 2011 timilClosing Datequltiplied by (ii) $36,500.

“IRS” means the United States Internal Revenue Service.

“Law” means any foreign, federal, state or local lavelilding common law), statute,
code, ordinance, rule, regulation or other requaenenacted, promulgated, issued or entered by
a Governmental Authority.

“Legal Proceedingmeans any judicial, administrative or arbitratians, suits,
proceedings (public or private) or claims or anggaedings by or before a Governmental
Authority.

“Liabilities” means any and all debts, losses, liabilitiesnpeda(including claims as
defined in the Bankruptcy Code), damages, expefiges, costs, royalties, proceedings,
deficiencies or obligations (including those amgsout of any action, such as any settlement or
compromise thereof or judgment or award thereihgny nature, whether known or unknown,
absolute, contingent, accrued or unaccrued, ligedlar unliquidated, or otherwise and whether
due or to become due, and whether in contract,gtitt liability or otherwise, and whether or
not resulting from third party claims, and any eesble out-of-pocket costs and expenses in
connection therewith (including reasonable legains®ls’, accountants’, or other fees and
expenses incurred in defending any action or iestigating any of the same or in asserting any
rights thereunder or hereunder).

“Lien” means any lien, pledge, mortgage, deed of tegsturity interest, claim, lease,
charge, option, right of first refusal, right ofsi offer, easement, servitude, transfer restnctio
under any shareholder or similar agreement or ebcamee or any other restriction or limitation
whatsoever.

“Liquidation Period means (i) with respect to any Leased Propertywvoich a Lease
Extension has been received, the period from tleif Date until the expiration of such Lease
Extension (which period shall not be less thanysi&0) days) and (ii) with respect to any




Leased Property for which a Lease Extension habeen received, a period of not less than
sixty (60) days following the Closing Date.

“Non-Debtor Benefit Plariameans the Employee Benefit Plans (excluding any
governmental plan or arrangement) as to which amy-BDebtor Subsidiary (or any of their
Subsidiaries) has any Liability arising from oratehg to any current or former employee or
director of any Non-Debtor Subsidiary (or any ddittSubsidiaries) and (i) has been established
under the laws of a jurisdiction other than theteahiStates or any state or other jurisdiction
thereof, and (ii) exclusively covers current andvfer employees or directors of the Non-Debtor
Subsidiaries (or any of their Subsidiaries).

“Non-Debtor Subsidiariésneans the foreign subsidiaries of Sellers thatliated on
Schedule 1.1(d)providedthat Purchaser, in its sole discretion, at angtand from time to time
prior to the Closing, shall be entitled to moditick schedule to (i) remove any one or more of
the subsidiaries of Sellers listed thereon andijoadd any one or more of the subsidiaries of
Sellers that are not Debtors. For the avoidanamabt, the representations and warranties set
forth in Article V with respect to the Non-Debtor Subsidiaries aradpmade by Sellers solely
with respect to the Non-Debtor Subsidiaries thatliated on Schedule 1.1(d} of the date
hereof.

“Order’ means any order, injunction, judgment, decrelnguwrit, assessment or
arbitration award.

“Ordinary Course of Businesmeans the ordinary and usual course of normaltdalay
operations of the Business through the date he@mudistent with past practice during the one
month period prior to the date of this Agreement] without regard to store closures and
liquidations.

“Permits’ means any approvals, authorizations, conserenges, franchises, permits or
certificates.

“Permitted Lien8 means:

(@) with respect to any real property and to the extesitthey do not materially
interfere with the ownership, occupancy, use oraien of the affected Owned Properties or
Real Property Leases in the manner and for theggegpheretofore used by Sellers and their
Subsidiaries in connection with the Business, easgsnrestrictive covenants, and rights-of-way
on, over or in respect of any Owned Property o Reaperty Lease, servitudes, permits, surface
leases and other rights with respect to surfaceatipas;

(b) all rights reserved to or vested in any Governmieka#hority to control or
regulate the Purchased Assets and all obligatindslaties under all Applicable Laws or under
any permit issued by any Governmental Authority;

(c) statutory Liens for current Taxes not yet delingusrthe amount or validity of
which is being contested in good faith;



(d) any Lien that pursuant to section 363(f) of the Baptcy Code will be released
from the Purchased Assets upon entry of the SaderQand

(e) other Liens that will be released on or prior toshg at no cost or expense to
Purchaser.

“Persori means and includes natural persons, corporatlonged partnerships, limited
liability companies, general partnerships, joilmicktcompanies, joint ventures, associations,
companies, trusts, banks, trust companies, laststrbusiness trusts or other organizations,
whether or not legal entities, and all GovernmeAtahorities.

“Pre-Closing Tax Periddmeans any Tax period (or the portion thereof)iegan or
before the Closing Date.

“Protected Storésmeans the retail store locations identified bile3s in a list provided
to Purchaser upon the execution of this Agreement.

“Purchased Intellectual Propettyeans all Intellectual Property owned by any &etir
any Debtor Subsidiary.

“Purchaser Assumed Contrdttseans, to the extent assignable pursuant toose865
of the Bankruptcy Code, all Contracts set forthSmhedule 1.1(efas may be modified prior to
the Closing pursuant to Section R .&which Schedule Purchaser shall deliver in wgitio Sellers
in accordance with the Bidding Procedures Orderveimdh shall not be amended or
supplemented after April 1, 2011 for the purposacliuding any additional Contracts thereon.
For the avoidance of doubt, Purchaser shall haweigiht to remove Contracts from
Schedule 1.1(egt any time and from time to time in accordancta\8iection 2.5(d)

“Purchaser Material Adverse Efféecheans any change, circumstance, fact, condition o
event that individually or in the aggregate witly amher change, circumstance, fact, condition or
event, would or would reasonably be expected teraly delay or impair the ability of
Purchaser to perform its obligations under thise®gnent.

“Reimbursable Expensté means the reasonable and documented out-of-ptedeand
expenses (including the fees and expenses of M|bareed, Hadley & McCloy LLP and
Kramer Levin Naftalis & Frankel LLP as counsel, ahoulihan Lokey Howard & Zukin
Capital, Inc. as financial advisor) incurred by ¢haser and each of Monarch Alternative Capital
LP, Owl Creek Asset Management LP, Stonehill CapMianagement, LLC and Varde Partners,
Inc. (or on its or their behalf) in connection withis Agreement, the Transactions, or related to
or contemplated hereby or thereby, in an aggremyateunt not to exceed $5,000,000.

“Releasé means any release, spill, emission, discharggration, leaking, pumping,
injection, deposit or disposal of Hazardous Matsriiato or through the environment.

“Remedial Actiori means any investigation, response, correctivemacmonitoring or
remedial action required under any Environmental ba by a Governmental Authority to
address a Release or threatened Release of Hagadvidderials.




“Representativésof a Person means its officers, directors, margganployees,
attorneys, investment bankers, accountants and atfemts and representatives.

“Required Studigsmeans Twentieth Century Fox Home EntertainmentLEony
Pictures Home Entertainment Inc., Warner Home V,jidRsvamount Home Entertainment Inc.,
Universal Studios Home Entertainment LLC and Thdt\Wesney Company, together with their
respective Affiliates.

“Revenue Share Adjustment Amoluimieans, in the event that any of the Purchased
Assets that are acquired by Purchaser are subjéabilities or obligations under the Revenue
Sharing Agreements, an amount equal to the aggregéitmated amount of all liabilities and
obligations under the Revenue Sharing Agreemeniitoh the Purchased Assets will be
subject and which Purchaser will be required tesgatollowing the Closing, with such amount
to be determined by the good faith estimate ofeéé&lo be delivered in writing to Purchaser not
less than two (2) Business Days prior to the Chpflate. In the event that Sellers’
counterparties under the Revenue Sharing Agreermentsasserted ownership rights to, or
other restrictions on, sales of any portion ofitheentory and merchandise located at the Stores
and Distributions Centers subject to such Revemaeisy Agreements at Closing (the “Rev
Share Unity, Sellers shall give prompt written notice to Blaser with respect to any such
assertions of ownership or other restrictions waigpect to any Rev Share Units. Not later than
five (5) Business Days prior to the Closing, Sell@nd Purchaser shall mutually agree as to
whether all or any portion of the Rev Share Unlitallsbe (i) liquidated in connection with
Purchaser’s Agency Alternative election, (ii) retd by Sellers and treated as Excluded Assets
or (iii) transferred to Purchaser as Purchasedt8speovided however in the event that Sellers
and Purchaser cannot reach agreement on the trgadfitbe Rev Share Units, the Rev Share
Units shall be retained by Sellers and treatedxatuBed Assets. For the avoidance of doubt, if
any Rev Share Units are retained by Sellers amadetieas Excluded Assets, then, with respect to
such Rev Share Units, (i) no adjustment to the Cashhase Price shall be made pursuant to
Section 3.3(b)(vi)and (ii) in lieu of such adjustment to the CasincRase Price, such Rev Share
Units shall be disregarded and shall not be takenaccount in computing the Estimated
Inventory Amount, the Closing Inventory Amount betFinal Inventory Amount for purposes of
Sections 3.2ind 3.4

“Revenue Sharing Agreemehtaeans, collectively, the “revenue sharing” agreets
between Sellers and certain studios, includingnbtifimited to each of the Required Studios
and Summit Distribution, LLC and Lions Gate Filmg., pursuant to which such studios supply
Sellers with movie titles for a price that includesertain percentage of the revenue Sellers
generate from the rental and/or sale of such titles

“Roll-Up Notes has the meaning given to such term in the DIRdEr&greement.

“Sale Motiori shall mean the motion to be filed by Sellers wilie Bankruptcy Court
seeking entry of the Sale Order and the Bidding&tares Order, in the form attached to the
Form of Bidding Procedures Order attached heretexagit B, which shall not be amended,
supplemented or modified except with Purchaseits pyritten consent to the extent such
amendments, supplements or modifications are aglverBurchaser.
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“Sale Ordet means an order or orders of the Bankruptcy Ceguied pursuant to
sections 105, 363 and 365 of the Bankruptcy Cadfgrm and substance acceptable to
Purchaser, approving this Agreement and all oteh@s and conditions hereof, and approving
and authorizing Sellers to consummate the Trarmaand enter into the Transaction
Documents. Without limiting the generality of tlegegoing, such order shall specifically
include, among other things, provisions orderirag (i) the Bankruptcy Cases be converted to
cases under chapter 7 of the Bankruptcy Code umRtrchaser's election of the Agency
Alternative, in the event that the Agency Liquidais are to be carried out in chapter 7 pursuant
to Section 8.8(h)(ii) the Agency and License Agreement shall belliig on the chapter 7
trustee in any such chapter 7 cases and (iii)aeretrent that any of the Bankruptcy Cases are
converted to cases under chapter 7 of the Bankripde, the Sale Order shall be binding on
the chapter 7 trustee in such chapter 7 cases.

“Sales Tax Amouritmeans the lesser of (x) the amount of the CloSlalgs Tax
Payment paid as of the close of business on thénaiagdiately preceding the Closing Date
pursuant to Section 8.%5d (y) $8,000,000.

“Seller Material Adverse Effetmeans any change, circumstance, fact, conditron o
event that, individually or in the aggregate witty ather change, circumstance, fact, condition
or event, (a) is or would reasonably be expectdtht@ a materially adverse effect on (i) the
Business, financial condition, results of operadigoroperties or assets of Sellers and their
Subsidiaries (taken as a whole) as the same siadl éxisted as of the date hereof, or (ii) the
ability of Sellers to perform their respective gjaliions under this Agreement, or (b) prevents or
materially delays the consummation of the Transastiin each case other than an Excluded
Matter which shall not be taken into account iredetining whether there has been or would
reasonably be expected to be a Seller Material rsdvEffect. “Excluded Mattémeans any
adverse change, circumstance, fact, condition entenesulting from one or more of the
following: (i) the condition of the economy or teecurities markets in general, or any outbreak
of hostilities, terrorist activities or war; (ilné announcements, pendency or consummation of
the sale of the Purchased Assets or any othemdagid’urchaser or its Affiliates contemplated
or required hereunder, including the Store Closilggiidations and the inability of Sellers to pay
any administrative expense claims in the Bankru@tages and any Action taken by any Person
as a result thereof, if, in each case in this @duy the result thereof would not reasonably be
expected to prevent the Business from operatingtaabally in the Ordinary Course of
Business; (iif) any changes in general economibttigal or regulatory conditions; (iv) the
impact on the Business or assets of any Sellenyppatheir Subsidiaries as a result of the
termination of the DIP Credit Agreement and anyiigtof Sellers to use cash collateral; (v) any
Action (including a bankruptcy filing or equivaleptoceeding under Applicable Law) taken by
any Person other than Sellers or their Affiliate®Representatives with respect to Blockbuster
Canada Co.; (vi) any changes in Applicable Lawaamounting rules; or (vii) any material
breach by Purchaser of any covenant or agreemesint@ any representation or warranty of
Purchaser having been or having become untrueyimaerial respect.

“Sellers’ Knowledgé means the knowledge of Jim Keyes, Tom Kurrik@&fifuce Lewis,
Dennis McGill, Jeff Stegenga, Roger Dunlap, Kevawis, Joyce Woodward and Josh D.
Owuso.
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“Stores means Sellers’ domestic non-franchised retailestocations.

“Straddle Perioimeans any Tax period beginning before, and endftey, the Closing
Date.

“Studio Conditiori means that at all times from the date of thiseégnent until the
Closing, (A) at least five (5) of the Required Stasdshall have continued to (i) support Sellers’
digital business on terms materially consistenhwit better than those in effect on February 14,
2011, (ii) provide Sellers’ Stores and its interoiaél operations with physical copies of movies
in amounts requested by Sellers, on a “cash inraxvaor better payment basis and at prices
materially consistent with or better than thoseffiect on February 14, 2011, and (B) the studios
whose payments are secured, in whole or in paat, st have taken any court or formal
administrative action or exercised self-help orotsimilar remedies to foreclose on the assets
securing such payments under the Collateral Trgse@ment prior to the Closing.

“Studio Contractsmean all liabilities and obligations of Sellerghvrespect to any
contracts, agreements, arrangements or undersggith the Required Studios or any of
Sellers’ movie and/or video game suppliers.

“Subsidiary or “subsidiary means, with respect to any Person, any corporalimited
liability company, joint venture or partnershipwaiich such Person (a) beneficially owns, either
directly or indirectly, more than fifty percent @) of (i) the total combined voting power of all
classes of voting securities of such entity erdjtlender ordinary circumstances, to vote in the
election of directors or other governing body oftsiPerson, (ii) the total combined equity
interests, or (iii) the capital or profit interesits the case of a partnership; or (b) otherwise ha
the power to vote or to direct the voting of su#fit securities to elect a majority of the board of
directors or similar governing body of such Person.

“Subsidiary Sharéameans the outstanding ownership interests in e&the Non-
Debtor Subsidiaries.

“Target Cash Amoufitmeans an amount equal to $68,400,06& any Contract
Maintenance Costs described in Section 2.B@)previously reimbursed by Purchaser.

“Tax” means all federal, state, provincial, territoriunicipal, local or foreign income,
profits, franchise, gross receipts, environmentall(ding taxes under Code Section 59A),
customs, duties, net worth, sales, use, goodsemitss, withholding, value added, ad valorem,
employment, social security, disability, occupatipansion, real property, personal property
(tangible and intangible), stamp, transfer, connegaseverance, production, excise and other
taxes, withholdings, duties, levies, imposts afeosimilar charges and assessments (including
any and all fines, penalties and additions attebl# to or otherwise imposed on or with respect
to any such taxes, charges, fees, levies or ofisgsaments, and interest thereon) imposed by or
on behalf of any Governmental Authority.

“Tax Return$ means any report, return, declaration, claimrédund, information report
or return or statement required to be suppliedTaxdang Authority in connection with Taxes,
including any schedule or attachment thereto omaiment thereof.
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“Taxing Authority’ means any Governmental Authority exercising antharity to
impose, regulate, levy, assess or administer tipesition of any Tax.

“Transaction Documernitsneans this Agreement, the Escrow Agreement, slceogv
agreement to be entered into with respect to tlehdse Price Adjustment Escrow, the
Assignment Agreement, the Agency and License Agese@and, if applicable, the Transition
Services Agreement entered into pursuant to Se8t@®hereof, and all other Contracts and
agreements necessary to effectuate the Transactions

“Transition Services Agreeménneans the agreement, if applicable, to be entieted
by Parent and Purchaser pursuant to Sectiohe¥&of.

“Transaction$ means the transactions contemplated by this Agese and the other
Transaction Documents.

“WARN Act” means the federal Worker Adjustment and Retrgimiotification Act, 29
U.S.C. 8§ 210Xt seg. (1988) and any similar state or local “mass |&yoif “plant closing” laws.

Section 1.2 Terms Defined Elsewhere in this AgreemehRbr purposes of this
Agreement, the following terms have meanings st fio the sections indicated:

Term

Section

Accounting Referee

Section 3.4(c)

Agency Alternative

Section 8.8(b)

Agency Liquidations

Section 8.8(b)

Agreement

Preamble

Asset Acquisition Statement

Section 3.5

Assignment Agreement

Section 4.2(d)

Assumed Cure Costs

Section 2.5(a)

Assumed Liabilities

Section 2.3

Balance Sheet

Section 5.5(a)

Balance Sheet Date

Section 5.5(a)

Bankruptcy Code Recitals
Bankruptcy Court Recitals
Business Recitals

Capital Leases Section 5.10(b)
Cash Purchase Price Section 3.1
Closing Section 4.1
Closing Accounts Section 3.4(a)
Closing Date Section 4.1

Closing Date Leased Properties

Section 8.8(b)

Closing Date Payment

Section 3.3(b)

Closing Sales Tax Payment

Section 8.13

Closing Statement

Section 3.4(a)

Competing Bid

Section 7.1(a)

Confidentiality Agreement

Section 8.5
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Term Section
Contract Maintenance Costs Section 2.5(b)
Deposit Section 3.2(a)

Escrow Agent

Section 3.2(a)

Escrow Agreement

Section 3.2(a)

Estimated Cash Amount

Section 3.3(a)

Estimated Inventory Amount

Section 3.3(a)

Excluded Assets Section 2.2
Excluded Contract Section 2.5(b)
Excluded Liabilities Section 2.4

Excluded Matter

Section 1.1 (in Seller Material Adse Effect

definition)

Final Cash Amount

Section 3.4(f)

Final Inventory Amount

Section 3.4(e)

Financial Statements

Section 5.5(a)

Franchise Arrangements

Section 2.1(q)

Lease Extensions

Section 8.8(a)

Leased Properties

Section 8.8(a)

Liquidation Condition

Section 8.8(a)

Material Contracts

Section 5.12(a)

Nonassignable Assets

Section 2.6(d)

Notice Period

Section 2.5(b)

Outside Date

Section 4.4(b)

Owned Properties

Section 5.9(a)

Parent Preamble

Parties Preamble
Personal Property Leases Section 5.10(a)
Proposed Allocation Section 3.5
Proposed Rejection Date Section 2.5(b)
Purchase Price Section 3.1
Purchase Price Adjustment Escrow Section 3.3(c)(iv)
Purchased Assets Section 2.1
Purchased Business Name Section 8.14
Trademarks

Purchaser Preamble
Purchaser Documents Section 6.2

Real Property Lease

Section 5.9(b)

Rejection Deferral Date

Section 2.5(b)

Rejection Deferral Notice

Section 2.5(b)

Removed Contract

Section 2.5(d)

Rev Share Units

Section 1.1 (in Revenue Share Adprst
Amount definition)

Revised Statements Section 3.5
Securities Act Section 6.5
Seller or Sellers Preamble

14




Term Section

Seller Documents Section 5.3

Store Closing Liquidations Section 8.8(a)

Tax Claim Section 9.3(c)

Taxable Consideration Section 3.5

Trade Secrets Section 1.1 (in Intellectual Propeetfynition)
Transfer Taxes Section 9.3(a)

Transferred Employees Section 9.1(a)

Undisclosed Assumed Contract Section 2.5(c)

Section 1.3 Other Definitional and Interpretative Provisions

(@  The words “hereof,” “herein,” and “hereunder” andrds of similar
import, when used in this Agreement, refer to fgseement as a whole and not to any
particular provision of this Agreement.

(b) The definitions contained in this Agreement areligpple to the singular
as well as the plural forms of such terms and éomiasculine as well as to the feminine and
neuter genders of such term.

(c) Whenever the words “include,” “includes” or “incling)” are used in this
Agreement, they shall be deemed to be followechkytords “without limitation.”

(d)  Any reference in this Agreement to “$” shall meanitedd States dollars.

(e)  When calculating the period of time before whiclthwm which or
following which any act is to be done or step taparsuant to this Agreement, the date that is
the reference date in calculating such period sleéixcluded. If the last day of such period is a
non-Business Day, the period in question shall@nthe next succeeding Business Day.

() Any agreement, instrument or statute defined arretl to herein or in
any agreement or instrument that is referred teiheneans such agreement, instrument or
statute as from time to time amended, modifieduppemented including (in the case of
agreements or instruments) by waiver or consen{iaritie case of statutes) by succession of
comparable successor statutes and referencesatbaglhments thereto and instruments
incorporated therein. References to a Personlsoda@its permitted successors and assigns.

(g)  All Article and Section references herein are tticddes and Sections of
this Agreement, unless otherwise specified.

(h)  All Exhibits and Schedules annexed hereto or reteto herein are hereby
incorporated in and made a part of this Agreemerit set forth in full herein. Any capitalized
terms used in any Schedule or Exhibit but not etiser defined therein shall be defined as set
forth in this Agreement.

0] This Agreement shall not be construed as if prephyeone of the Parties,
but rather according to its fair meaning as a what¢ef all Parties had prepared it and, in the
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event an ambiguity or question of intent or intetption arises, this Agreement shall be
construed as jointly drafted by the Parties angnesumption or burden of proof shall arise
favoring or disfavoring any Party by virtue of thethorship of any provision of this Agreement.

ARTICLE Il

PURCHASE AND SALE

Section 2.1 Purchase and Sale of Assef@n the terms and subject to the conditions
set forth in this Agreement, at the Closing, Sselidrall sell, transfer, assign, convey and deliver
to Purchaser (or its designee), and Purchasets(designee) shall purchase, acquire and accept
from Sellers, free and clear of any and all Lievthér than Liens created by Purchaser and
Permitted Liens), all of Sellers’ right, title amderest in, to and under any and all of the assets
properties, rights and claims of any kind or natwieether tangible or intangible, real, personal
or mixed, wherever located and whether or not edror reflected on the books and records of
any Seller, which are used or useful in or heldulee in connection with the operation of the
Business, excluding only the Excluded Assets esbyredentified in_Section 2.%such assets,
properties, rights and claims to be acquired hateyrcollectively, the “Purchased Assgts
The Purchased Assets shall include the following:

(@  all of the outstanding ownership interests in eaictme Non-Debtor
Subsidiaries;

(b)  all rights, title and interest of Sellers in the BB09 Trust;

(© all cash, cash equivalents, bank deposits or simash items of Sellers
(including all items taken into account in deterimgnthe $68,400,000 amount for purposes of
the definition of Target Cash Amount);

(d)  all accounts and notes receivable and other righpsayment (including
credit card receivables), together with any ungiaig@ncing charges accrued thereon, other than
any accounts and notes receivable or other rightgyment arising out of or relating to any
Excluded Asset and which receivable or right torpegt is created or arises subsequent to the
Closing, arising from the conduct of the Business;

(e) all deposits (including security deposits for rexgctricity, telephone or
otherwise) and prepaid or deferred charges andneegeof Sellers, including all prepaid rentals
and unbilled charges, fees or deposits, other diepiosits or prepaid charges and expenses paid
in connection with or relating to any Excluded Asskich are made, created or arise subsequent
to the Closing;

() all tangible personal property owned by Selleratesl to, useful in or held
for use in the conduct of the Business, includiraym, television program, game, and cell
phone inventory, merchandise, memorabilia, supplees] and beverage items, samples,
equipment, televisions, monitors, video playersnpoters, hardware, electronics, file servers,
scanners, printers, networks, copiers, cash regjdteniture, furnishings, fixtures, telephone
lines, telecopy machines, telecommunication equignstoreroom contents, spare parts,
shipping materials, packaging materials, raw makeand other consumables relating to or
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available for sale or use in connection with theiBess; providedchowever that, in the event

that Purchaser elects the Agency Alternative, Pageti Assets shall not include any of the
Designated Liquidation Merchandise or DesignateflEEBt the Closing Date Leased Properties,
and Purchaser shall have the exclusive right, @®gh in Section 8.8(band the Agency and
License Agreement, (i) to direct the sale or ottisposition by Sellers of all such Designated
Liquidation Merchandise and Designated FF&E andhe exclusive right to receive and retain,
for its own account, the proceeds, as set forteiheand in the Agency and License Agreement,
of all such sales and dispositions;

(g) allrights, title and interest of Sellers in eachr@d Property and under
each Real Property Lease which is a Purchaser Ass@untract, together with all
improvements, fixtures and other appurtenancegtih@nd rights in respect thereof;

(n)  all rights, title and interest of Sellers in andatoy property subject to a
personal property lease that is related to, usefai held for use in the conduct of the Business,
to the extent any such personal property leaséisrehaser Assumed Contract;

0] the Purchased Intellectual Property;

()] to the extent transferrable after giving effecthte Sale Order, all of the
rights and benefits accruing under any of the PasehAssumed Contracts, including each Real
Property Lease, personal property lease or Intelég®roperty License that is a Purchaser
Assumed Contract;

(k) all Documents that are used in, held for use im@nded to be used in, or
that arise primarily out of, the Business, inclgddocuments relating to marketing, advertising,
promotional materials, Purchased Intellectual Priyppersonnel files for Transferred
Employees and all files, customer files and docum@ncluding credit information), supplier
lists, records, literature and correspondence, wdnedr not physically located on any of the
premises referred to in clause (g) above, but ekaotu(i) personnel files for Employees who are
not Transferred Employees, (ii) such files as matybe transferred under Applicable Law
regarding privacy, (iii) Documents which any Selkenot permitted to transfer pursuant to any
contractual confidentiality obligation owed to ayrd party and (iv) Documents relating to an
Excluded Asset or Excluded Liability; providdabwever to the extent such Documents relate in
any way to the conduct of the Business, Purchdssl receive copies thereof;

()] all of the rights and benefits accruing under aagniits held, used or
made by any Seller in the Business to the extesigaable, except any such Permit that is an
Excluded Contract;

(m) all warranties and guarantees related to the PsechAssets, including
warranties and guarantees made by suppliers, maotdes and contractors under the Purchased
Assets, and claims against suppliers and othet garties in connection with the Purchaser
Assumed Contracts;

(n)  any rights, demands, claims, causes of actiontgighrecovery, credits,

allowances, rebates, or rights of setoff or sultiogaarising out of or relating to any of the
Purchased Assets;
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(o) all rights of Sellers under non-disclosure or cdefitiality, non-compete,
or non-solicitation agreements with employees agehts of Seller or with third parties to the
extent relating to the Business or the Purchasaegtdgor any portion thereof);

(p)  all third party property and casualty insurancecpeals, and all rights to
third party property and casualty insurance prosegdeach case to the extent received or
receivable in respect of the Business or the PgezhAssets (or to any portion thereof);

(q)  all rights of Sellers under or pursuant to any ¢rase agreements or other
arrangements with franchisees, other than any ageement or arrangement which the
Purchaser has specifically designated as a Renfoesttact pursuant to Section 2.5(d)

(the “Franchise Arrangemefi}s

n all goodwill and other intangible assets associatigh the Business,
including customer and supplier lists and the gabdwssociated with the Purchased Intellectual
Property;

(s) all assets attributable to Non-Debtor Benefit Piamsluding any trusts,
insurance or other funding arrangements);

® all of Sellers’ assets related to, located at,smduor useful in connection
with the operation of Sellers’ Distribution Centgpsovided howevey that, in the event that
Purchaser elects the Agency Alternative, Purchassets shall not include any of the
Designated Liquidation Merchandise or Designate®EEBt the Distribution Centers that are
Closing Date Leased Properties, and Purchaserlsal the exclusive right, as set forth in
Section 8.8(bpand the Agency and License Agreement, (i) to dlittee sale or other disposition
by Sellers of all such Designated Liquidation Menetlise and Designated FF&E and (ii) the
exclusive right to receive and retain, for its ocaatount, the proceeds, as set forth herein and in
the Agency and License Agreement, of all such satelsdispositions;

(u) all rights, claims and causes of action of Selferxxept to the extent
arising under the Transaction Documents), includinder the Bankruptcy Code (including
chapter 5 thereof);

(v) sales and use Tax refunds to the extent provid&gation 2.3(d)and

(w)  all other assets, properties, rights and clainSedters of any kind or
nature which relate to the Business, which are oseeful in or held for use in the Business, or
which relate to the Purchased Assets (in each o#isey, than the Excluded Assets) not otherwise
described in this Section 2.ihcluding, but not limited to, all of Sellers’sets related to, located
at, or used or useful in connection with (i) thetion of all of Sellers’ Stores, (ii) the opeoati
of Sellers’ digital, kiosk and by-mail businesses #iii) Sellers’ franchise businesses.

Section 2.2 Excluded AssetsNothing herein contained shall be deemed tg sell
transfer, assign or convey the Excluded AssetsitoHaser, and Sellers shall retain all right, title
and interest to, in and under the Excluded Asst&gcluded Assetsshall mean only the
following assets:
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(@) the Excluded Contracts, including any accountsivabée arising out of
or in connection with any Excluded Contract;

(b) all equity interests (other than those set fortBéction 2.1(aand any
Subsidiaries thereof) in Sellers;

(© any (i) confidential personnel and medical recqreigaining to any
Employee of Sellers not permitted to be transfetogldurchaser under Applicable Law;
(i) books and records that Sellers are requiretldoy to retain, that relate exclusively to the
Excluded Assets or the Excluded Liabilities, inéhgdTax Returns, financial statements, and
corporate or other entity filings; providelmowevey that Purchaser shall have the right to make
copies of any portions of such retained books acdrds that relate to the Business or any of the
Purchased Assets or Assumed Liabilities; anddarporate charters, qualifications to do
business, taxpayer and other identification numhmEngporate seals, minute books, stock ledgers,
stock certificates and any other documentatiortedlto governance, organization, maintenance
or existence of Sellers; providetiat Purchaser shall have the right to make sapfi@ny
portions of such documents and records;

(d)  any claim, right or interest of any Seller in oratay refund, rebate,
abatement or other recovery for Taxes, togethdr anty interest due thereon or penalty rebate
arising therefrom, for any Tax period (or portiberteof) ending on or before the Closing Date;

(e) all rights and claims of Sellers under the TrarisadDocuments;

() all Debtor Benefit Plans (and any trusts, 501(cd(@enizations,
insurance (including fiduciary insurance), admiasve or other service contracts relating
thereto); and

(g) all restricted cash of Sellers relating to cashatetalized letters of credit
and/or Excluded Liabilities.

Section 2.3 Assumption of Liabilities Purchaser shall assume no Liability of Sellers
except the Liabilities and to the extent expresslyforth in this Section 2 &ollectively, the
“Assumed Liabilities). On the terms and subject to the conditiondaeh in this Agreement,
at the Closing, Purchaser shall assume the Assurabdities and shall agree to pay, discharge,
perform and otherwise satisfy such Assumed Liaédiin accordance with their respective
terms, subject to any defenses or claimed offsserted in good faith against the obligee to
whom such Liabilities of Sellers and their Subgigis are owed. The Assumed Liabilities shall
consist of only the following Liabilities:

(@) all Liabilities of Sellers under the Purchaser Assd Contracts solely to
the extent of the Assumed Cure Costs and Lialsldiesing from events arising and occurring
following the Closing Date;

(b)  all Liabilities of Sellers with respect to accrusad unpaid wages, accrued
and unused vacation, and the employer’s shareyopayroll Taxes, in each case with respect to
Transferred Employees who accept Purchaser’s offemployment and commence
employment with Purchaser; providedat with respect to each Transferred Employe®, t
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maximum aggregate amount of such wages, vacatidpayroll Taxes included in the Assumed
Liabilities shall not exceed an amount equal to loaié of the aggregate amount of such wages,
vacation and payroll Taxes accrued during suchsfesired Employee’s normal pay period
cycle;

(c) all Liabilities of Sellers to the extent specifigabrovided in_Article X

(d)  all sales or use or other Taxes of any Sellerfotiincluding any Taxes
assumed by Purchaser pursuant to Section 208(aid by Sellers pursuant to the Closing Sales
Tax Payment), up to an aggregate amount not tceebd@®#&,600,000, that (i) result from sales and
use Tax audits or examinations of Sellers for mkriprior to the Closing Date or (ii) for which
any director, officer or employee of a Seller maypersonally liable under Applicable Law;
provided that Purchaser shall be entitled to all Tax rdfuaf Sellers for Tax periods prior to the
Closing Date to the extent they relate to Taxeswloauld constitute Assumed Liabilities
pursuant to this Section 2.3(dprovided further, howevey that Purchaser shall not be entitled to
any such refund to the extent that it would cabhseaggregate amount of refunds received by
Purchaser pursuant to this Section 2.3¢dxceed the aggregate amount of Taxes that have
become Assumed Liabilities pursuant to this Sec2@(d)

(e) the Assumed Studio Liabilities, provided, that 8tadio Condition is
fully satisfied; and

) all Liabilities with respect to the Assumed Cures@o

For the avoidance of doubt, while Purchaser isasstiming the Liabilities of any of the Non-
Debtor Subsidiaries, Purchaser acknowledges tkedtitbilities of each Non-Debtor Subsidiary
will remain intact as obligations of such Non-Deat®ubsidiary as such exists on the Closing
Date.

Section 2.4 Excluded Liabilities Notwithstanding anything to the contrary in this
Agreement, the Parties expressly acknowledge arekdbat Purchaser shall not assume or in
any manner whatsoever be liable or responsiblargrLiabilities of any Seller or of any
predecessor of any Seller, existing on the CloBatg or arising thereafter, other than the
Assumed Liabilities. All of the Liabilities of anyeller or of any predecessor of any Seller not
specifically and expressly assumed by Purchasaupat to Section 2.8hall be referred to
herein collectively as the “Excluded LiabilitiesWithout limiting the foregoing, Purchaser shall
not be obligated to assume, and does not assuméeaaby disclaims all of the Excluded
Liabilities, including all of the following Liabities, of each Seller or of any predecessor of any
Seller:

(@) all Liabilities for accrued expenses and accouaigple incurred prior to
the Closing Date, except to the extent that theesaonstitute Assumed Liabilities pursuant to
Section 2.3

(b) all Liabilities arising out of any of the Excludédsets, including
Excluded Contracts;
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(c) all Environmental Liabilities and Obligations, aaldl other Liabilities
relating to any Laws in connection with any envirantal, health or safety matters based on
facts arising or existing during Sellers’ operatajrthe Business prior to the Closing Date;

(d) all Liabilities relating to any claims for infringgent, dilution,
misappropriation or any other violation of or by tBusiness Intellectual Property arising from
Sellers’ operation of the Business prior to thestig Date;

(e) all Liabilities for (i) any Taxes of any Seller f&r than those assumed
pursuant to Sections 2.3(ahd_2.3(d) and (ii) Transfer Taxes;

() all Liabilities arising out of, relating to or witlespect to (i) the
employment or performance of services by any Enmgdayf Sellers or any of their Affiliates
prior to the Closing, (ii) termination of employntear services of any Employee by any Seller or
any of its Affiliates, including any severance pants, (iii) each of the Employee Benefit Plans
subject to Title IV of ERISA and all Debtor Bendfitans and (iv) the WARN Act;

(g) all Liabilities arising as a result of any Actiamtiated at any time, to the
extent related to the Business or the Purchaseet#\es or prior to the Closing Date, including
any shareholder Actions, Actions for breach of cact{ or any tort Actions;

(n)  all Liabilities arising under any Indebtedness ell&s, including any
Liabilities with respect to the DIP Credit Agreenhand any obligations or Liabilities to equity
holders;

0] all Liabilities with respect to any costs and exge(including all legal,
accounting, financial advisory, valuation, investinieanking and other third party advisory or
consulting fees and expenses) incurred by or oalbehany Seller or its Affiliates in
connection with the Bankruptcy Cases or the Trarsmas;

() all Liabilities incurred in the Ordinary CourseBfisiness existing prior to
the filing of the Bankruptcy Cases that are subjectompromise under the Bankruptcy Cases,
other than the Assumed Cure Costs;

(k) all Liabilities with respect to any customer pragsaor rights, including
merchandise returns;

()] all Liabilities with respect to any gift cards otasding on the Closing
Date;

(m) all Liabilities with respect to any Studio Contsancluding the Revenue
Sharing Agreements;

(n)  all Liabilities relating to the failure to complyithr any bulk sales Laws;
and

(o) if the Studio Condition is not fully satisfied, tAessumed Studio
Liabilities.
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Section 2.5 Assumed Contracts

€)) Purchaser Assumed Contract the Closing and pursuant to section 365
of the Bankruptcy Code and the Sale Order, Setleali assume and assign to Purchaser, and
Purchaser shall consent to such assignment froler§ehe Purchaser Assumed Contracts. All
Cure Costs with respect to the Purchaser Assumatt&its shall be paid in full by Purchaser on
or before the Closing Date (the “Assumed Cure Cpsiad Sellers shall have no Liability
therefor.

(b) Excluded ContractsPrior to the Closing, with respect to any execyt
Contract or unexpired real property lease thatwhdHeen designated as a Purchaser Assumed
Contract (each, an "Excluded ContracSellers shall, prior to the rejection of anyhku
Excluded Contract, provide Purchaser with not teas five (5) Business Days notice, which
shall include the proposed date of such rejectioa (Proposed Rejection Dafeof their intent
to reject such Excluded Contract (the “Notice R#io If Purchaser desires to include such
Excluded Contract as a Purchaser Assumed Conitrabgll provide Sellers with written notice
of such election prior to the expiration of the ietPeriod and such Contract shall thereafter be
deemed to be a Purchaser Assumed Contract for gespad this Agreement and the Sale Order
and shall be added to Schedule 1.1(€Purchaser elects not to include such Excludedtract
as a Purchaser Assumed Contract, it shall havegtien upon written notice to Sellers prior to
the expiration of the Notice Period (a "Rejectioaef@ral Noticé) to require Sellers, up until the
date specified in the Rejection Deferral Noticee(tRejection Deferral Date which date shall
be on or before (and may be extended until, intager’'s sole discretion) the date of the
applicable rejection deadline under the Bankrugoye, to defer the rejection of such Excluded
Contract and Purchaser (whether or not the Clostegrs) shall thereafter pay, or promptly
reimburse Sellers for, all out-of-pocket costs ardenses (including any rental amounts due
during such period) incurred by Sellers with respec¢and solely as a result of the deferral of)
such Excluded Contract during the period from thepBsed Rejection Date to the earlier of the
Closing Date and the Rejection Deferral Date (fBeritract Maintenance Co¥tsprovided that
Purchaser shall not have any obligation with resfme€ontract Maintenance Costs if this
Agreement is terminated pursuant to Section 4 di(&ection 4.4(h) Notwithstanding the
foregoing, at any time and from time to time pti@iClosing, Purchaser may elect, by written
notice to Sellers, to cause any one or more oEsteduded Contracts (to the extent not
previously rejected by Sellers after giving notiserequired above) to be included as a Purchaser
Assumed Contract, and such Contract shall be atdd8dhedule 1.1(egnd shall thereafter be
deemed to be a Purchaser Assumed Contract for gespad this Agreement and the Sale Order
and, to the extent such Contract is actually asdame assigned to Purchaser at Closing,
Purchaser shall not have any obligation to paywnburse Sellers for any Contract Maintenance
Costs with respect to such Purchaser Assumed @bntiathe event that Purchaser does not
desire that Sellers defer such rejection or failgrovide Sellers with notice of any election prior
to the expiration of the Notice Period, Sellerslisth@reafter be permitted to file such motions
and other documentation with the Bankruptcy Cond take such other action as they deem
necessary to reject any such Excluded Contraat(sj@liquidate any assets related thereto.

(c) Undisclosed Assumed Contracti prior to, at, or following the Closing
(but prior to the conclusion of the Bankruptcy Ggsany Party becomes aware of any executory
Contract or unexpired lease that has not beenadisdlin writing or that was not made available,
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in each case, to Purchaser prior to the date hdtreotliscovering party shall promptly (but in
any event no later than two (2) Business Days)fytie other party in writing of such executory
Contract or unexpired lease. Purchaser may eledgter than the later of (i) five (5) Business
Days after such notice and (ii) the Closing Dataeceive an assignment of such Seller’s rights
in such executory Contract or unexpired lease (lgumh election by Purchaser, an “Undisclosed
Assumed Contra&t providedthat the Bankruptcy Court enters an order (inrenfand

substance reasonably acceptable to Purchaser #adsBauthorizing the assumption by Sellers
(for Contracts entered prior to the commencemetit@Bankruptcy Cases, whether or not
amended after the commencement of the Bankruptsgyand the assignment to Purchaser of
such Undisclosed Assumed Contract(s). All Curet€osder any and all Undisclosed Assumed
Contracts shall be paid in full by Purchaser.

(d) Removed ContractsPurchaser may elect to remove any Contract(s)
and/or unexpired real property lease(s) (each.eni®ed Contrat} from the list of Purchaser
Assumed Contracts by giving written notice thero$ellers no later than the conclusion of the
Auction (as defined in the Bidding Procedures Oxdé&lpon designation in accordance with the
foregoing, each such Removed Contract shall cealse & Purchaser Assumed Contract for the
purposes of this Agreement and the Sale Order aydthereafter be rejected at Sellers’
discretion without any additional notice to or censfrom Purchaser or any liability of
Purchaser (other than with respect to any Conlathtenance Costs, if applicable).

Section 2.6 Further Conveyances and Assumptions

€)) From time to time following the Closing and exceaptprohibited by Law,
Sellers shall, or shall cause their Affiliatesritgke available to Purchaser such non-confidential
data in personnel records of Transferred Emplogsas reasonably necessary for Purchaser to
transition such employees into Purchaser’s records.

(b) From time to time following the Closing, SellersdaPurchaser shall, and
shall cause their respective Affiliates to, execatknowledge and deliver all such further
conveyances, notices, assumptions, releases aodtanges and such other instruments, and
shall take such further actions, as may be reaspnabessary or appropriate to assure fully to
Purchaser and its respective successors or asaljokthe properties, rights, titles, interests,
estates, remedies, powers and privileges interalbd tonveyed to Purchaser under this
Agreement and the Seller Documents and to assllyedduSellers and their Affiliates and their
successors and assigns, the assumption of the &sdsuiabilities assumed by Purchaser under
this Agreement and the Seller Documents, and terafse make effective the transactions
contemplated hereby and thereby; providedt nothing in this Section 2¢hall require the
Purchaser to assume any Liabilities other tharAgsimed Liabilities.

(c) To the extent not obtained at or prior to Closi@gllers shall use
reasonable best efforts to obtain termination statds, lien releases, discharges, financing
change statements or other documents, noticedier mistruments as Purchaser may reasonably
deem necessary to release Liens (other than Pednhiiins) on the Purchased Assets, each in
form and substance reasonably satisfactory to Reech
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(d) Nothing in this Agreement nor the consummatiorhef Transactions shall
be construed as an attempt or agreement to tramséssign any Purchased Asset, including any
Contract, Permit, certificate, approval, author@abor other right, which (i) is not capable of
being assigned pursuant to section 365 of the Bguiéy Code or transferred pursuant to
section 363 of the Bankruptcy Code to PurchastreaClosing, or (ii) the transfer or assignment
of which would result in a violation of any Appliacie Law, if the consent of a third party is not
obtained prior to such transfer or assignment (‘&dsignable Asséfsunless and until such
consent shall have been obtained. Sellers shalihesr reasonable best efforts, and Purchaser
shall use commercially reasonable efforts to coateewith Sellers, in endeavoring to obtain
such consents; providedat no Party shall be obligated to incur any £ostexpenses or provide
any financial accommodation or other consideratibany nature to any Person to facilitate
obtaining such consent to transfer any Nonassignaséet. To the extent permitted by
Applicable Law, in the event consents to the asammt thereof cannot be obtained, such
Nonassignable Assets shall be held, as of and inenClosing Date, by Sellers in trust for
Purchaser and the covenants and obligations théeeshall be performed by Purchaser in the
applicable Seller's name to the extent it wouldehbgen responsible therefor if such consent or
approval had been obtained, and all benefits ahdations existing thereunder shall be for
Purchaser’s account. Sellers shall promptly pagr ¢ Purchaser all money or other
consideration received by it in respect of all Nesignable Assets. Notwithstanding the
foregoing, Sellers shall not have any obligationeioew any Nonassignable Asset upon the
expiration or termination thereof. In additionthe extent that any Nonassignable Asset
contains an “evergreen” provision that automatjceghews such Nonassignable Asset unless
terminated or cancelled by either party therettleBeshall not be prohibited from terminating
or canceling such Nonassignable Asset as pernptiegsliant to the terms thereof.

Section 2.7 Bulk Sales Laws Purchaser hereby waives compliance by Selldistive
requirements and provisions of any “bulk-transiesivs of any jurisdiction that may otherwise
be applicable with respect to the sale and tramgfany or all of the Purchased Assets to
Purchaser.

Section 2.8 Receivables If, following the Closing, any Seller shall régce payment in
respect of accounts receivable that are includeéderPurchased Assets, then such Seller shall
hold such amounts in trust for Purchaser and ghaihptly forward such payment to Purchaser.

ARTICLE 111

PURCHASE PRICE

Section 3.1 Purchase PriceThe aggregate consideration for the Purchassdté\¢the
“Purchase Pric@ shall be (a) an amount in cash equal to thei@tpBate Payment, subject to
adjustment as provided in Section 8He “Cash Purchase Prigeplus (b) the assumption of
Assumed Liabilities.

Section 3.2 Deposit

(@) Upon the execution of this Agreement, Purchasdl dbposit with
Wilmington Trust Company, as escrow agent (the f@&scAgent), pursuant to that certain
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Escrow Agreement, dated as of the date hereof, giRarent, Purchaser and the Escrow Agent
(the “Escrow Agreemefit by certified check or wire transfer of immedibt available funds, an
amount equal to $20,000,000 (the “Depdsit

(b)  The Parties agree that the Deposit shall (i) béieghps a deposit towards
the Closing Date Payment and delivered to Pare@tasing as provided in Section 3.3(d)
(ii) be returned to Purchaser (with any accruedreggt actually earned thereon and less the
Escrow Agent’s fees and expenses) in the eventliifaAgreement is terminated pursuant to
any provision of Section 4 dther than by Sellers pursuant to (A) Sectioni¥e@k(B) pursuant
to Section 4.4(bin the event that Closing does not occur on ootgethe Outside Date solely as
a result of Purchaser’s material breach of itsgattions under this Agreement (including non-
payment of the Closing Date Payment pursuant ttid3e8.3, or (iii) be paid to Sellers (with
any accrued interest actually earned thereon asdie Escrow Agent’s fees and expenses) in
the event that this Agreement is properly termidde Sellers (A) pursuant to Section 4.4()
(B) pursuant to Section 4.4(by) the event that Closing does not occur on ootigethe Outside
Date solely as a result of Purchaser’'s materiadiref its obligations under this Agreement
(including payment of the Closing Date Payment pain$ to Section 3)3

Section 3.3 Payment of Purchase Price

€)) Not later than three (3) Business Days prior toGhesing Date, Sellers
shall prepare and provide to Purchaser a statesettirig forth (i) the Inventory Liquidation
Expenses and (ii) Sellers’ good faith reasonaltienase of (x) the projected Closing Inventory
Amount (the “Estimated Inventory Amotihtand (y) the projected Closing Cash Amount (the
“Estimated Cash Amoufijt

(b)  Atthe Closing, Purchaser shall deliver, or caasee delivered, the
Closing Date Payment (as defined below) by wiradfar of immediately available funds, as set
forth in clause (c) below. _“Closing Date Paynieneans an amount calculated as follows:

0] an amount equal to $265,000,000 or, if the Studiodition is not
satisfied fully and the Assumed Studio Liabilitea® not assumed pursuant to Section 2.3(e)
$290,000,000;

(i) plus or minus (as applicable) an amount equal to the Estimated
Cash Adjustment Amount;

(i)  plusor minus (as applicable) an amount equal to the Estimated
Inventory Adjustment Amount;

(iv)  minus an amount equal to the Deposit (with any accroestest
actually earned thereon and less the Escrow Ag@sgsand expenses);

(v) minus an amount equal to the Reimbursable Expenses; and

(vi)  minus, if applicable, an amount equal to the Revenueesha
Adjustment Amount.
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(© At the Closing, Purchaser will pay the Closing Daggyment as follows:

0] an amount in cash necessary to pay and/or creaishareserve
sufficient to satisfy in cash all Carve-Out Expenées defined in the DIP Order) shall be paid to
an account designated in writing by Sellers to Raser at least two (2) Business Days prior to
the Closing;

(i) an amount equal to the amounts due to the DIP Amyshfor
Senior Indenture Trustee (as defined in the DIPeQrés applicable, to satisfy and/or create a
sufficient reserve necessary for amounts due o tioe fees and expenses authorized to be paid
under and subject to the provisions of the DIP @Qraeluding under paragraphs 7(d)(iii), 17
and 22(c) thereof and under Section 10.4 of the Crigtlit Agreement;

(i)  an amount equal to the sum of the Estimated WindrDo
Expenses plysf the Agency Alternative election is made, thepfoved Sale Expenses shall be
paid to an account designated in writing by SelleBurchaser at least two (2) Business Days
prior to the Closing;

(iv)  an amount equal to $20,000,000 shall be depositidtie
Escrow Agent pursuant to an escrow agreement sgteed among Purchaser, Sellers and the
Escrow Agent (or such other escrow agent as issddog Purchaser and Parent) for the purposes
of satisfying any adjustments to the Purchase Pagable to Purchaser by Seller pursuant to
Section 3.4the “Purchase Price Adjustment Escipjw

(v) an amount equal to the amounts due under the DdBN{Cr
Agreement, other than with respect to the Roll-Ujes, shall be paid to an account designated
in writing by the DIP Agent to Purchaser at leagt {2) Business Days prior to the Closing, for
immediate distribution to the DIP Lenders in acemce with the DIP Credit Agreement;

(vi) an amount equal to the aggregate outstanding anodunt
Administrative Priority Expenses (as defined in Bieding Procedures Order) shall be paid to
an account designated in writing by Sellers to Raser at least two (2) Business Days prior to
the Closing for payment thereof;

(vi) an amount equal to the aggregate amount due umel&IP Credit
Agreement with respect to the Roll-Up Notes shalphid to an account designated in writing by
the DIP Agent to Purchaser at least two (2) Busirizays prior to the Closing for immediate
distribution to the holders of the Roll-Up Notesaiccordance with the DIP Credit Agreement;

(viii)  the remaining balance, if any, shall be paid ta@ount
designated in writing by Sellers to Purchaser astiévo (2) Business Days prior to the Closing.

(d)  Atthe Closing, Parent and Purchaser shall joimigyruct the Escrow
Agent to transfer to Parent the Deposit (plus thewnt of any accrued interest actually earned
thereon and less the Escrow Agent’s fees and egpghyg wire transfer of immediately
available funds into an account designated in mgiby Parent.
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(e) On or prior to the Closing Date, Purchaser shdiVdeto each of the
counterparties to the Purchaser Assumed Conttaetsii amount of the applicable Cure Costs
for the assumption and assignment of such Contgcg&ellers.

Section 3.4 Purchase Price Adjustment

(@)  As promptly as practicable, but no later than fdng (45) days after the
Closing Date, Purchaser shall cause to be preper@delivered to Parent a closing
statement (the “Closing Statem@rgetting forth Purchaser’s calculation of (i) t@&sing
Inventory Amounplus the Inventory Liquidation Expenses and (ii) thesdhg Cash Amount
(together, the “Closing Accourijs

(b) If Parent disagrees with Purchaser’s calculatiothefClosing Accounts
delivered pursuant to Section 3.4(Bgarent may, within fifteen (15) days after defwef the
Closing Statement, deliver a notice to Purchassagiteeing with such calculation and setting
forth Purchaser’s calculation of such amount. Aagh notice of disagreement shall specify
those items or amounts as to which Parent disagredsParent shall be deemed to have agreed
with all other items and amounts contained in thesiig Statement and the calculation of the
Closing Accounts delivered pursuant to Sectiond.4in the event that Parent fails to timely
deliver a notice of disagreement within such fifté&5) day period, the Closing Statement and
Purchaser’s determination of the Closing Accouhtdlde deemed final and binding on the
Parties.

(c) If a notice of disagreement shall be duly delivgpadsuant to
Section 3.4(h)Purchaser and Parent shall, during the fifte&h gays following such delivery,
use their commercially reasonable efforts to resgieement on the disputed items or amounts in
order to determine, as may be required, the ammiuhe Closing Accounts, which amount shall
not be less than the amount thereof shown in Paecisacalculation delivered pursuant to
Section 3.4(apor more than the amount thereof shown in Pareatculation delivered pursuant
to Section 3.4(b) If during such period, Purchaser and Parenuaable to reach such
agreement, they shall promptly thereafter causedaependent accountant to be mutually agreed
upon by Parent and Purchaser (the "Accounting Ré€Teto review this Agreement and the
disputed items or amounts for the purpose of catmg the Closing Accounts (it being
understood that in making such calculation, theoioting Referee shall be functioning as an
expert and not as an arbitrator). In making swdbutation, the Accounting Referee shall
consider only those items or amounts in the CloSitagement and Purchaser’s calculation of the
Closing Accounts as to which Parent has disagr@&e. Accounting Referee shall deliver to
Purchaser and Parent, as promptly as practicabtenlany case no later than thirty (30) days
from the date of engagement of the Accounting Refgra report setting forth such calculation.
Such report shall be final and binding upon Purehagad Sellers. Sellers shall pay a portion of
the fees and expenses of the Accounting Referea &m®00% multiplied by a fraction, the
numeratorf which is the absolute value of the differeneéneen the Accounting Referee’s
calculation of the Closing Accounts and Parentlsudation of the Closing Accounts, and the
denominatoof which is the sum of (x) the absolute valuehsf tlifference between the
Accounting Referee’s calculation of the Closing duats and Parent’s calculation of the
Closing Accountglus (y) the absolute value of the difference betwdenAccounting Referee’s
calculation of the Closing Accounts and Purchasealsulation of the Closing Accounts, with
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each Seller jointly and severally liable for theienportion allocable to Sellers. Purchaser shall
pay only such portion of the fees and expenselseoAtcounting Referee that Sellers are not
required to pay hereunder.

(d) Purchaser and Parent shall, and shall cause #sgective representatives
to, cooperate and assist in the preparation o€tbeing Statement and the calculation of the
Closing Accounts and in the conduct of the revietemed to in this Section 3.#hcluding, the
making available to the extent necessary of ba@grds, work papers and personnel.

(e) If the Final Inventory Amount exceeds the Estimdteantory Amount
plus the Inventory Liquidation Expenses, Purchabetl pay to Sellers, in the manner provided
in Section 3.4(g)the amount of such excess and, if the Estimateehnitory Amount plus the
Inventory Liquidation Expenses exceeds the Fimakmtory Amount, Sellers shall pay to
Purchaser, as an adjustment to the Cash PurchaseiRithe manner provided in Section 3.4(g)
the amount of such excess. The “Final Inventoryofint means the Closing Inventory Amount
plus Inventory Liquidation Expenses (i) as showRurchaser’s calculation delivered pursuant
to Section 3.4(aif no notice of disagreement with respect theretuly delivered pursuant to
Section 3.4(bpr (ii) if such a notice of disagreement is deledk (A) as agreed by Purchaser
and Parent pursuant to Section 3.4(c}B) in the absence of such agreement, as shote
Accounting Referee’s calculation delivered pursuarection 3.4(¢)provided however that in
no event shall the Final Inventory Amount be lésntPurchaser’s calculation of the Closing
Inventory Amount plus Inventory Liquidation Expeasi#elivered pursuant to Section 3.44a)
more than Parent’s calculation of the Closing InegnAmount plus Inventory Liquidation
Expenses delivered pursuant to Section 3.4(b)

() If the Final Cash Amount exceeds the Estimated @asbunt, Purchaser
shall pay to Sellers, in the manner provided intiad3.4(g) the amount of such excess and, if
the Estimated Cash Amount exceeds the Final CastuAmSellers shall pay to Purchaser, as
an adjustment to the Cash Purchase Price, in theeng@rovided in Section 3.4(t)e amount
of such excess. The “Final Cash Amduneans the Closing Cash Amount (i) as shown in
Purchaser’s calculation delivered pursuant to 8e@&i4(a)if no notice of disagreement with
respect thereto is duly delivered pursuant to 8ei4(b)or (ii) if such a notice of disagreement
is delivered, (A) as agreed by Purchaser and Patgatiant to Section 3.4(oj (B) in the
absence of such agreement, as shown in the AcoguRgferee’s calculation delivered pursuant
to Section 3.4(¢)provided however that in no event shall the Final Cash Amountdss than
Purchaser’s calculation of the Closing Cash Am@snget forth in the Closing Statement
delivered pursuant to Section 3.4@)more than Parent’s calculation of the ClosiagiC
Amount as set forth in its calculations deliveredguant to Section 3.4(b)

()  Any payments pursuant to Sections 3.4(e3.4(f)shall be made within
five (5) Business Days after the Final Inventory dunt or the Final Cash Amount, as
applicable, has been determined pursuant to tlusdBe3.4 by wire transfer by Purchaser or
Sellers, as the case may be, of imnmediately aveifainds to the account of such other Party as
may be designated in writing by such other Pahtythe event that any payments are due to
Purchaser pursuant to Section 3.4(e3.4(f) such amounts shall be paid (i) to Purchaser &y th
Escrow Agent out of the Purchase Price Adjustmectd@v and (ii) if any amounts remain due
to Purchaser after payment to Purchaser of thefatunt of such Purchase Price Adjustment
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Escrow and any earnings thereon, by Sellers ofutnafs available to them. The obligations of
Sellers to pay any purchase price adjustments aotsa_Sections 3.4(e)nd_3.4(f)and this
Section 3.4(g¥khall be joint and several obligations.

Section 3.5 Allocation of Purchase Pricéwithin thirty (30) days after the Closing
Date, Purchaser shall prepare and deliver to Sellerallocation of the Cash Purchase Price, the
Assumed Liabilities and any other items that agated as additional purchase price for Tax
purposes (the “Taxable Consideratipamong the Purchased Assets in accordance with
Section 1060 of the Code (the “Proposed Allocd)iosellers shall have thirty (30) days after
receipt of the Proposed Allocation to notify Pursérain writing of any items of the Proposed
Allocation that are not reasonable in Sellers’ vigivSellers do not object in writing during such
thirty (30) day period, then the Proposed Allocatshall be final and binding on all Parties. If
Sellers object in writing during such thirty (3Qydperiod, then the Parties shall cooperate in
good faith to reach a mutually agreeable allocatibtine Taxable Consideration, which
allocation shall be binding on all Parties. If tharties are unable to reach an agreement within
sixty (60) days of Sellers’ receipt of the Propogdildcation, then any disputed items shall be
referred to the Accounting Referee for resolutemg the determination of the Accounting
Referee shall be final and binding on the PartiEse fees and expenses of the Accounting
Referee shall be paid fifty percent (50%) by Puselnand fifty percent (50%) by Sellers, with
each Seller severally liable for the entire poridiocable to Sellers. In accordance with such
allocation, Purchaser shall prepare and deliv&etlters copies of Form 8594 and any required
exhibits thereto (the "Asset Acquisition StatenignPurchaser shall prepare and deliver to
Sellers (or their designated successors) from toviene revised copies of the Asset Acquisition
Statement (the_ "Revised Stateméngo as to report any matters on the Asset Actjarsi
Statement that need updating (including pursuaptitohase price adjustments, if any),
consistent with the agreed upon allocation. Th#idzashall, and shall cause their respective
Affiliates to, use the allocations set forth in theset Acquisition Statement or, if applicable, the
last Revised Statement for all Tax purposes, fil@ax Returns in a manner consistent with such
allocation statement and take no position contitaeyeto, in each case, unless required to do so
by a change in applicable Tax Laws or good faiftohgion of a Tax contest.

ARTICLE IV

CLOSING AND TERMINATION

Section 4.1 Closing Date Subiject to the satisfaction of the conditiorisfgeh in
Section 10.1Section 10.2nd_Section 10.8r the waiver thereof by the Party entitled tawea
that condition), the closing of the purchase and shthe Purchased Assets and the assumption
of the Assumed Liabilities provided for in Article (the “Closing) shall take place at the offices
of Weil, Gotshal & Manges LLP located at 767 Fiffhenue, New York, New York (or at such
other place as the Parties may designate in wyiah@0:00 a.m. local time on the date that is
three (3) Business Days following the satisfactormvaiver of the conditions set forth in
Article X (other than conditions that by their nature arbdeatisfied at the Closing, but subject
to the satisfaction or waiver of such conditions)jless another time or date, or both, are agreed
to in writing by the Parties. The date on whick @losing shall be held is referred to in this
Agreement as the “Closing DdteUnless otherwise agreed by the Parties in mgitthe Closing
shall be deemed effective and all right, title antérest of Sellers to be acquired by Purchaser
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hereunder shall be considered to have passed thdaar as of 12:01 a.m. (prevailing eastern
time) on the Closing Date.

Section 4.2 Deliveries by Sellers At the Closing, Sellers shall deliver to Puraras

(@)  for each Owned Property listed on Schedule 5,&&)arranty deed duly
executed by the applicable Seller;

(b)  aduly executed copy of the Agency and License &mient;
(© a duly executed bill of sale in the form attachedahibit Chereto;

(d)  aduly executed assignment and assumption agreemitret form
attached as Exhibit Dereto (the “Assignment Agreem®raind duly executed assignments
transferring all of Sellers’ and any Debtor Suleigis rights, titles and interests in and to the
Intellectual Property included in the Purchasedllattual Property, in a form suitable for
recording in the U.S. Patent and Trademark Offiae @.S. Copyright Office;

(e) copies of all consents, waivers and approvals nedetio in
Section 10.1(f)

() stock certificates, if applicable, representing $ubsidiary Shares, duly
endorsed in blank or accompanied by appropriatestea documentation duly endorsed in blank
and with all appropriate stock transfer tax staedfized;

(g)  for each Seller, a certificate of non-foreign ssgbpursuant to Section 1445
of the Code and Treasury Regulation Section 1.148%-

(h)  acertified copy of the Sale Order;

(1) the written resignations of each of the directaranaging members or
equivalent authorized persons of each Non-Debtbsigiary effective as of the Closing; and

()] a certificate signed by an authorized officer afte&eller (in form and
substance reasonably satisfactory to Purchasesyiguotrto Sections 10.1(apd_(b).

Section 4.3 Deliveries by PurchaserAt the Closing, Purchaser shall deliver to
Sellers:

(@ the Closing Date Payment;
(b)  aduly executed copy of the Assignment Agreement;
(© a duly executed copy of the Agency and License &ment; and

(d) acertificate signed by an authorized officer ofdPaser (in form and
substance reasonably satisfactory to Sellers) patgo_Sections 10.2(and_(b)
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Section 4.4 Termination of AgreementThis Agreement may be terminated prior to
the Closing Date as follows:

(@) At any time prior to the Closing Date by the jomttten consent of
Sellers and Purchaser;

(b) By either Sellers or Purchaser if the Closing hatsaccurred on or before
April 20, 2011 (as may be extended by written agre@ of the Parties, the “Outside Date
provided however that a Party may not terminate this Agreemensyoamt to this Section 4.4(b)
if such Party is in breach of its obligations herer in any material respect and such breach is
the sole reason that the Closing has not occuryrestith date;

(c) By the Purchaser or, prior to entry of the Saleddrly Sellers, if
(i) Sellers enter into a definitive agreement wihbpect to a Competing Bid or (ii) the
Bankruptcy Court enters an Order approving a Comg@did or (iii) the Bankruptcy Court
enters an Order that otherwise precludes the comsuion of the Transactions on the terms and
conditions set forth in this Agreement;

(d) By either Sellers or Purchaser, if an Order isreatdy a Governmental
Authority of competent jurisdiction having validfercement authority permanently restraining,
prohibiting or enjoining either Party from consuntmg the Transactions and such Order shall
have become final and non-appealable or shall ane been vacated prior to the Outside Date;

(e) By Purchaser or Sellers, if the Bidding Proced@eder has not been
entered by the Bankruptcy Court on or before Marck011;

() By Purchaser or Sellers, if the Sale Order hadeeh entered by the
Bankruptcy Court on or before April 11, 2011;

(9) By Purchaser, if any of the Bankruptcy Cases asmidised or converted
to a case under chapter 7 of the Bankruptcy Codarfp reason;

(h) By Purchaser, so long as Purchaser is not in brekité obligations under
this Agreement in any material respect, upon adbrefany covenant or agreement of Sellers
set forth in this Agreement, or if any represeotatr warranty of Sellers shall have been or
becomes untrue, in each case such that the camslgiet forth in Section 10.1(a)

Section 10.1(kh)as the case may be, would not be satisfied artdlseach or untruth cannot be
cured by the Outside Date;

(1) By Sellers, so long as Sellers are not in breat¢hef obligations under
this Agreement in any material respect, upon adbref any covenant or agreement of Purchaser
set forth in this Agreement, or if any represeotatr warranty of Purchaser shall have been or
becomes untrue, in each case such that the camslgiet forth in Section 10.2(a)
Section 10.2(kh)as the case may be, would not be satisfied artdlseach or untruth cannot be
cured by the Outside Date;
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()] By Purchaser, if the Bidding Procedures Order erShle Order is
modified in any manner adverse to Purchaser wittteiprior written consent of Purchaser
(which consent may be withheld in Purchaser’s dderetion);

(k) By Purchaser, if any secured creditor of Sellettsiol relief from the stay
to foreclose on any of the Purchased Assets, teetedf which would cause, or would
reasonably be expected to cause, a Seller Matetisdrse Effect;

()] By Purchaser, if the Sale Motion has not been tig&ellers on or before
the second Business Day following the date of ett@cwf this Agreement; and

(m) By Purchaser, if Sellers shall not have obtainedy po the conclusion of
the hearing on the Bidding Procedures Order, writtensent from the Requisite Lenders (as
defined in the DIP Credit Agreement) of a budgaet thill cover, in full, the Estimated Wind
Down Expenses and the Sale Budget (as defineciSale Motion).

Section 4.5 Effect of Termination

@) No termination of this Agreement pursuant to Sectigishall be
effective until notice thereof is given to the ni@mminating Party specifying the provision
hereof pursuant to which such termination is madehe event that this Agreement is validly
terminated as provided herein, this Agreement sifedbme wholly void and of no further force
and effect without liability to Purchaser or Sedleor any of their respective Representatives, and
each shall be fully released and discharged froynLaability or obligation after the date of such
termination and such termination shall be with@ahility to Purchaser or Sellers; provided
however that the obligations of the Parties under thedsAgreement and Sections 455
and_8.7and_Article Xll of this Agreement shall survive any such termoratind shall be
enforceable hereunder.

(b) In the event this Agreement is properly termingiacsuant to Section 4.4
(other than Sections 4.4(et.4(i), 4.4(1) or 4.4(m), Sellers shall promptly (but in no event later
than three (3) Business Days) pay to Purchaseritgytimnsfer of immediately available funds
the Reimbursable Expenses. In the event this Ageeeis properly terminated by Sellers
pursuant to (i) Section 4.4(b) the event that Closing does not occur on ootgethe Outside
Date solely as a result of Purchaser’'s materiadiref its obligations under this Agreement or
(ii) Section 4.4(i)as a result of a material breach by Purchasesdleeremedy of Sellers shall
be retention of the Deposit as provided in Sectid2(a)(ii) Under no circumstance shall
Purchaser have any liability to Sellers for ternioraof this Agreement for any other reason.

ARTICLE YV
REPRESENTATIONS AND WARRANTIESOF SELLERS
Sellers hereby represent and warrant to Purchadeflaws:
Section 5.1 Organization and Good Standingach Seller and each Non-Debtor

Subsidiary is duly organized, validly existing,good standing and duly qualified to transact
business under the laws of the jurisdiction ofatsnation, and is duly qualified or licensed to do
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business in each jurisdiction in which the naturgsobusiness or the ownership or leasing of its
properties makes such qualification or licensingessary, except where the failure to be so
qualified would not reasonably be expected to handyidually or in the aggregate, a Seller
Material Adverse Effect, and, subject to the limidas imposed on Sellers as a result of having
filed petitions for relief under the Bankruptcy @ar pursuant to any Order entered by the
Bankruptcy Court, each Seller and each Non-DehwbtsBliary has the requisite power and
authority to own, lease and operate its propedrasto carry on its business as now conducted.
Other than with respect to Blockbuster NZ Ltd.,le&eller and each Non-Debtor Subsidiary has
delivered or made available to Purchaser true, tetepnd correct copies of its organizational
documents as in effect on the date hereof.

Section 5.2 Ownership of Non-Debtor Subsidiaries

€)) Except as otherwise indicated on Schedule 5.2(bof the outstanding
capital stock or other equity interests of eachB@btor Subsidiary are owned, directly or
indirectly, by the owner reflected on Schedule &) %¢ee and clear of any and all Liens, other
than (i) restrictions on transfer that may be ingabby federal or state securities Laws, (ii) Liens
that arise out of any actions taken by or on bebfdfurchaser or its Affiliates, or (iii) Permitted
Liens. All equity interests of each Non-Debtor Sidiary have been validly issued and are fully
paid, nonassessable and were not issued in violafiany purchase or call option, right of first
refusal, subscription right, preemptive right oy @milar rights.

(b)  There are no outstanding or authorized optionsyexiile or
exchangeable securities or instruments, warraigtstst contracts, calls, puts, rights to subscribe,
conversion rights or other agreements or commiteentvhich Sellers are a party or which are
binding on any of them providing for the issuardisposition or acquisition of any equity
interest of any of the Non-Debtor Subsidiaries.

(© There are no voting trusts, proxies or other agesgsor understandings
with respect to the voting of any equity interelsthe Non-Debtor Subsidiaries.

(d) Except (i) for the equity interests in the Non-Delubsidiaries and other
Sellers and (ii) as set forth on Schedule 5,2%&)lers do not own or hold of record or
beneficially any equity interests in any Person.

Section 5.3 Authorization of AgreementSubject to the entry of the Sale Order,
Sellers have all requisite power, authority anclegpacity to execute and deliver this
Agreement and each other Transaction Documenteagmet, document, or instrument or
certificate contemplated by this Agreement or teekecuted by any such Seller in connection
with the consummation of the transactions contetagdlay this Agreement (the “Seller
Documents”), to perform their respective obligaidrereunder and thereunder and to
consummate the transactions contemplated herebthaneby. The execution and delivery of
this Agreement and the Seller Documents and thewnomation of the transactions
contemplated hereby and thereby have been dulpazghl by all requisite corporate or limited
liability company action, as applicable, on thetdreach Seller. This Agreement has been, and
each of the Seller Documents will be at or priothte Closing, duly and validly executed and
delivered by each Seller which is a party heretbthereto and (assuming the due authorization,
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execution and delivery by the other parties heaet thereto, the entry of the Sale Order and,
with respect to Sellers’ obligations under Secfi@rl4 the entry of the Bidding Procedures
Order) this Agreement constitutes, and each oStiker Documents when so executed and
delivered will constitute, legal, valid and bindiagligations of such Seller enforceable against
such Seller in accordance with their respectiveng$eisubject to applicable bankruptcy,
insolvency, reorganization, moratorium and simligavs affecting creditors’ rights and remedies
generally, and subject, as to enforceability, toegal principles of equity, including principles of
commercial reasonableness, good faith and faiirdgélegardless of whether enforcement is
sought in a proceeding at law or in equity).

Section 5.4 No Violation; Consents

(@) Except as set forth on Schedule 5.4¢ene of the execution and delivery
by Sellers of this Agreement or any of the Sellecments, the consummation of the
transactions contemplated hereby or thereby, optiance by Sellers with any of the provisions
hereof or thereof will conflict with, or result any violation of or default (with or without notice
or lapse of time, or both) under, or give rise togat of termination, cancellation or acceleration
of any obligation or to loss of a material benefitler, or give rise to any obligation of any Seller
or their Subsidiaries to make any payment undéo tine increased, additional, accelerated or
guaranteed rights or entitlements of any Persomenjmal result in the creation of any Liens
(other than Permitted Liens) upon any of the PusetidAssets or the assets of the Non-Debtor
Subsidiaries or cancellation under any provisiofi)ahe certificate of incorporation and bylaws
or comparable organizational documents of any Betlany Non-Debtor Subsidiary; (ii) subject
to entry of the Sale Order, any Contract or Petonwhich any Seller or any Non-Debtor
Subsidiary is a party or by which any of the praijsror assets of any Seller or any Non-Debtor
Subsidiary are bound; (iii) subject to entry of 8&le Order, any Order of any Governmental
Authority applicable to any Seller or any Non-Detffubsidiary or any of the properties or
assets of any Seller or any Non-Debtor Subsidiaryfahe date hereof and as of the Closing
Date; or (iv) subject to entry of the Sale Ordery Applicable Law, other than, in the case of
clauses (i), (iii) and (iv), such conflicts, vitikans, defaults, terminations or cancellations that
would not reasonably be expected to have, indilidwa in the aggregate, a Seller Material
Adverse Effect.

(b) Except as set forth on Schedule 5.4(im consent, waiver, approval,
Order, Permit or authorization of, or declaratioriling with, or notification to, any Person or
Governmental Authority is required on the part oy &eller or any Non-Debtor Subsidiary in
connection with the execution and delivery of thggeement or the Seller Documents, the
compliance by any Seller with any of the provisitweseof or thereof, the consummation of the
transactions contemplated hereby or thereby, thigrament and assumption of the Purchaser
Assumed Contracts, or the taking by any Sellemgf@ther action contemplated hereby or
thereby, except for (i) compliance with the appbiearequirements of the HSR Act, (ii) the entry
of the Sale Order, (iii) the entry of the BiddingbBedures Order with respect to Sellers’
obligations under Section 12.584d (iv) other immaterial consents, waivers, apaixy Orders,
Permits, authorizations, declarations, filings antlfications.

Section 5.5 Financial Information
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(@) Sellers have delivered to Purchaser copies ofi¢audited consolidated
balance sheet of Sellers and their Subsidiaries dsnuary 3, 2010 and the related audited
consolidated statement of income and of cash flo&ellers and their Subsidiaries for the year
then ended and (ii) the unaudited consolidatednoalaheet of Sellers and their Subsidiaries as
at January 2, 2011 and the related consolidatéehséamt of income and cash flows of Sellers
and their Subsidiaries for the twelve (12) monthqukthen ended (such audited and unaudited
statements, including the related notes and schedhéreto, are referred to herein as the
“Financial Statements Each of the Financial Statements is complet @rrect in all material
respects, has been prepared in accordance with GAAsistently applied throughout the
periods indicated without modification of the acobting principles used in the preparation
thereof throughout the periods presented and pie&arly in all material respects the
consolidated financial position, results of openasi and cash flows of Sellers and their
Subsidiaries as at the dates and for the periatisated therein, subject to normal year-end
adjustments and the absence of complete noteg icage of the unaudited statements. For the
purposes hereof, the unaudited consolidated bakimeset of Sellers and their Subsidiaries as at
January 2, 2011 is referred to as the “BalancetShaed January 2, 2011 is referred to as the
“Balance Sheet Date

(b)  Sellers make and keep books, records and accotnth vin reasonable
detail, accurately and fairly reflect the transawas and dispositions of their respective assets.
Sellers maintain systems of internal accountingrodssufficient to provide reasonable
assurances that: (i) transactions are executadcordance with management’s general or
specific authorization; (ii) transactions are refsm as necessary to permit the preparation of
financial statements in conformity with GAAP andntaintain accountability for assets;

(iif) access to assets is permitted only in accocdavith management’s general or specific
authorization; and (iv) the recorded accountabflityassets is compared with the actual levels at
reasonable intervals and appropriate action igtakth respect to any differences.

Section 5.6 No Undisclosed Liabilities No Seller nor any of its Subsidiaries has any
Liabilities that would have been required to béeatd in, reserved against or otherwise
described in the Balance Sheet or the notes thareiccordance with GAAP, other than
Liabilities incurred in the Ordinary Course of Bosss since the Balance Sheet Date, Liabilities
under this Agreement, Liabilities of Sellers thall wot be Assumed Liabilities and Liabilities
that would not reasonably be expected to haveyidhaally or in the aggregate, a Seller Material
Adverse Effect.

Section 5.7 Title to Purchased Asset&xcept as set forth in Schedule,aid other
than the real property subject to the Real Prodezses, Intellectual Property owned by third
parties and licensed to Sellers subject to anyiéateal Property Licenses and personal property
subject to personal property leases (includingPbesonal Property Leases), Sellers own each of
the Purchased Assets, and at the Closing Purchalsbe vested with good and valid title to
such Purchased Assets, free and clear of all Lethgy than Permitted Liens, to the fullest
extent permissible under section 363(f) of the Bapicy Code.

Section 5.8 Taxes Except as set forth on Schedule &8l except as precluded by the
Bankruptcy Code:
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(@) (i) Sellers and each of their Subsidiaries havelyiled (or have caused
to be timely filed) with the appropriate Taxing Aotities all material Tax Returns required to
be filed with respect to the Purchased Assetsr{tpkito account any extension of time to file
granted or obtained with respect to such entiti)all such Tax Returns are complete and
accurate; and (iii) all income and other materiakds due, regardless of whether shown on a
filed Tax Return, have been timely paid.

(b) No Tax audits, investigations or administrativgualicial proceedings are
pending or in progress or, to Sellers’ Knowledgeyenbeen threatened in writing with respect to
the Purchased Assets or the Non-Debtor Subsidiaries

(c) Each of Sellers and the Non-Debtor Subsidiariescbasplied in all
material respects with all Applicable Laws relattnghe payment and withholding of Taxes and
has duly and timely withheld and paid over to thprapriate Taxing Authorities all amounts
required to be so withheld and paid over undefpflicable Laws.

(d) No Seller or any Subsidiary of a Seller has beetypa any “listed
transaction” as defined in Treasury Regulation i8act.6011-4 or subject to any similar
provision of state, local or foreign Law.

(e) Each Non-Debtor Subsidiary is treated as an adsarti@mxable as a
corporation for U.S. federal income Tax purposes.

() No Seller is a foreign person within the meanin@ettion 1445 of the
Code.

(9) No agreement, waiver or other document or arrangemdending or
having the effect of extending the period for assent or collection of Taxes (including, but
not limited to, any applicable statute of limitatg) or the period for filing any Tax Return, has
been executed or filed with any Taxing Authoritydoyon behalf of any of the Non-Debtor
Subsidiaries.

(h) No power of attorney with respect to any Tax mateawurrently in force
with respect to the Purchased Assets, the Busoremsy of the Non-Debtor Subsidiaries that
would, in any manner, bind, obligate, or restriatéhaser.

0] No Tax elections have been made with respect t®tinehased Assets or
the Business or by any Non-Debtor Subsidiary thatld; in any manner, bind, obligate or
restrict Purchaser.

() Other than with respect to customary provisionategl to a Tax pass-
through, employee gross-up or other similar arrereges entered into in the Ordinary Course of
Business, no Tax allocation, Tax sharing or Taxemdity or similar agreement or arrangement
is currently in effect with respect to the Purclib8ssets or the Business or by any Non-Debtor
Subsidiary that would, in any manner, bind, obkgat restrict Purchaser.

Section 5.9 Real Property
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(@) Schedule 5.9(agets forth a complete list of all material readgerty and
interests in real property owned by Sellers and\tbie-Debtor Subsidiaries that is necessary for,
used or held for use in connection with the operaéind conduct of the Business (individually,
an “Owned Propertyand collectively, the “Owned Propertigs Each of Sellers and the Non-
Debtor Subsidiaries has good and marketable (dhet@xtent located in Texas, indefeasible) fee
title to all Owned Properties, free and clear bLans of any nature whatsoever except (i) as set
forth on_Schedule 5.9(afii) matters that are disclosed in the relevélg policy and survey for
such Owned Real Property, (iii) Permitted Liens éagzoning, planning and other limitations
and restrictions of record, none of which wouldsaably be expected to have, individually or
in the aggregate, a material impact on the usgeration of any such Owned Property or
prevent or materially limit the continued use apémtion of the Owned Properties as currently
owned and operated. Except as set forth on Sché&d@fa) the Owned Properties are not
subject to any leases or tenancies or other rifiltscupancy. Neither Seller nor any Non-
Debtor Subsidiary has received notice that anjefitnprovements comprising the Owned
Properties or the business conducted by SellemsyiNon-Debtor Subsidiaries thereon is in
violation of any building line, use or occupancgtrection, limitation, easement, condition or
covenant of record. To Sellers’ Knowledge, theeer physical defects in the buildings or
other facilities or machinery or equipment locas¢eny of the Owned Properties which would
interfere with the use and operation of the Owneapérties as currently used and operated,
other than with respect to such defects as wouldeasonably be expected to have, individually
or in the aggregate, a Seller Material Adverse dffe

(b)  Schedule 5.9(b3ets forth a complete list of all material reagerty and
interests in real property leased by Sellers orMory-Debtor Subsidiaries (individually, a “Real
Property Leaseand collectively, the “Real Property Lea%ess lessee or lessor. Sellers have
provided Purchaser with, or access to, true, cgraecurate and complete copies of all leases
and other instruments and agreements togetherallifimendments, modifications,
supplements, and restatements thereto, if anyaiperg to the Real Property Leases. To Sellers’
Knowledge, there are no physical defects in th&dimgs or other facilities or machinery or
equipment located at any of the properties suligeahy of the Real Property Leases which
would interfere with the continued use and operatibthe properties subject to the Real
Property Leases as currently used and operatest, thitin with respect to such defects as would
not reasonably be expected to have, individuallywahe aggregate, a Seller Material Adverse
Effect.

(c) Except as disclosed in Schedule 5.9(&ither Seller nor any Non-Debtor
Subsidiary has granted to any other Person anystigdverse or otherwise, under such Real
Property Lease, or sublet, assigned or otherwiseeyed all or any portion of the premises
demised under the Real Property Lease or Real Rydpease to any other Person.

Section 5.10 Tangible Personal Property; Capital Leases

(@) Schedule 5.18ets forth all leases of personal property (“Peabo
Property Leasé&sinvolving annual payments in excess of $50,08@ting to personal property
used by Sellers or any of the Non-Debtor Subsielsain connection with the Business or to
which any Seller or any Non-Debtor Subsidiary &y or by which the properties or assets of
any Seller or any Non-Debtor Subsidiary are bound.
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(b) Schedule 5.18ets forth all capital leases (“Capital Ledses/olving
annual payments in excess of $50,000 relatingdpepty used by Sellers or any of the Non-
Debtor Subsidiaries in connection with the Businas® which any Seller or any Non-Debtor
Subsidiary is a party or by which the propertiesssets of any Seller or any Non-Debtor
Subsidiary are bound.

(c) Sellers and the Non-Debtor Subsidiaries have & \aild enforceable
leasehold interest under each of the Personal Rydpeases and Capital Leases under which
each is a lessee, subject to applicable bankruptsglvency, reorganization, moratorium and
similar laws affecting creditors’ rights and remexigenerally and subject, as to enforceability,
to general principles of equity (regardless of leetenforcement is sought in a proceeding at
law or in equity). Each of the Personal Propemgpdes and Capital Leases is in full force and
effect.

(d)  All personal property of Sellers and the Non-Del@absidiaries
(including personal property subject to PersonapBrty Leases) and all property of Sellers or
any of the Non-Debtor Subsidiaries subject to Gapieases, other than any Excluded Asset, is
(i) in good operating condition and repair (ordinand reasonable wear and tear excepted), and
(i) suitable for the purposes for which it is cemtly used.

(e) None of Sellers nor any of the Non-Debtor Subsidghas leased or
subleased to any other Person any property tlsatojgct to a Personal Property Lease or a
Capital Lease. None of Sellers nor any of the Betor Subsidiaries has assigned to any other
Person its interest under any lease or subleaber@gpect to any property subject to a Personal
Property Lease or Capital Lease. The rental st fo each lease or sublease of any item or
distinct group of personal property of each Selleeach Non-Debtor Subsidiary is and
immediately after the Closing will be the actuaite¢ being paid by such Seller or such Non-
Debtor Subsidiary and there are and immediatedr #tfie Closing will be no separate
agreements or understandings in respect thereof.

Section 5.11 Intellectual Property

(@)  Schedule 5.11(agets forth a true and complete list of all materia
issuances and registrations and material applitsafior issuance or registration included in the
Purchased Intellectual Property.

(b)  Schedule 5.11(gets forth a true and complete list of (i) all er&tl
written Intellectual Property Licenses that aredPaser Assumed Contracts and (ii) to Sellers’
Knowledge, all material oral Intellectual Propekigenses that are Purchaser Assumed
Contracts, regardless of whether such Intelledduaperty Licenses involve annual payments by
or to a Seller or an Affiliate of any Seller.

(c) Except as set forth on Schedule 5.11(c)

0] A Seller or one of its Subsidiaries owns all Irdetbial Property
listed on_Schedule 5.11(ahd has valid rights in and to, including righldsuse, publish, and
perform, as applicable, all other Business IntéllacProperty included in the Purchased Assets
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as such Business Intellectual Property is usedarCrdinary Course of Business, in each case,
free and clear of all Liens other than Permitteghisiand Intellectual Property Licenses.

(i) The Purchased Intellectual Property is not theexulgf any
ownership, validity, use, or enforceability chatjeror claim received by Sellers in writing or, to
Sellers’ Knowledge, any outstanding Order restigthe use by Sellers or any of their
Subsidiaries thereof or adversely affecting anthefrights of Sellers or any of their Subsidiaries
thereto, except as would not reasonably be expéatedve, individually or in the aggregate, a
Seller Material Adverse Effect.

(i)  No Seller has received any written notice of anfadk or any
event that with notice or lapse of time, or botlowd constitute a default under any Intellectual
Property License that is a Purchaser Assumed Guraral to which any Seller is a party or by
which it is bound, except for defaults that woutit reasonably be expected to have, individually
or in the aggregate, a Seller Material Adverse &ffd o Sellers’ Knowledge, no Person is
violating any Purchased Intellectual Property osiBass Intellectual Property exclusively
licensed to any Seller or any of its Subsidiariedar an Intellectual Property License that is a
Purchaser Assumed Contract, except for violatibaswould not reasonably be expected to
have, individually or in the aggregate, a Selletéial Adverse Effect.

(iv)  To Sellers’ Knowledge, (A) no Seller nor any of @isbsidiaries is
violating, and since September 23, 2010, has \@dlany Intellectual Property rights of any
other Person and (B) there are no Actions or LBgateedings, pending or threatened,
concerning any claim that Sellers or any of theibSdiaries have infringed, diluted,
misappropriated, or otherwise violated any IntellatProperty rights of any other Person, in
each case, except as would not reasonably be expiechave, individually or in the aggregate,
a Seller Material Adverse Effect.

(v) Sellers and their Subsidiaries have used commbBrecedsonable
efforts to protect the confidentiality of any maaéiTrade Secrets and other material confidential
and proprietary information included in the Purahéssets.

Section 5.12 Material Contracts

(@) Schedule 5.12(agets forth all of the following Contracts to whiahy
Seller or any Non-Debtor Subsidiary is a party ymihich any Seller or any Non-Debtor
Subsidiary is bound in connection with the Businasy which the Purchased Assets may be
bound or affected and that are Purchaser Assumattd@ts (collectively, the “Material
Contract¥):

0] Contracts with any Affiliate or current or formeffioer or director
of any Seller or any of its Subsidiaries or any Niwbtor Subsidiaries;

(i) Contracts pursuant to which a Seller or any oSiibsidiaries or
any Non-Debtor Subsidiary grants to any Personfiemgchise rights or rights to represent a
Seller or any Non-Debtor Subsidiary with respeciny product, or act as agent for any Seller or
any Non-Debtor Subsidiary in connection with the'keting, distribution or sale of any
Business product;
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(i)  Contracts with any labor union or association repnéing any
employees of any Seller or any Non-Debtor Subsydiar

(iv)  Contracts for the sale of any of the assets oBtms@ness, other
than in the Ordinary Course of Business;

(V) Contracts relating to the acquisition by any Seadleany of its
Subsidiaries, or any Non-Debtor Subsidiary of apgrating business or the capital stock of any
other Person;

(vi)  Contracts containing a covenant that restrictslieiSa any
Affiliate of a Seller or any Non-Debtor Subsididrgm engaging in any line of business,
conducting the Business in any geographic areapeting with any Person or hiring any
Person;

(vii)  Contracts relating to incurrence of Indebtednegb®making of
any loans, in each case involving amounts in exae$400,000;

(viii)  Contracts relating to a joint venture of the Bussjeany Seller or
any of its Subsidiaries or any Non-Debtor Subsidgr

(ix)  Contracts which involve the expenditure of morentf5&400,000 in
the aggregate or require performance by any paoteithan one year from the date hereof that,
in either case, are not terminable by a SellengrNon-Debtor Subsidiary without penalty on
less than one hundred eighty (180) days’ notice;

x) the Studio Contracts;

(xi)  the Alliance Agreement, dated as of January 239209 and
between NCR Corporation and Blockbuster Inc.;

(xit)  Contracts providing for severance, retention, cleangontrol or
similar payments; and

(xiii)  Contracts for the employment of any individual olul&time,
part-time or consulting or other basis providingaa compensation in excess of $100,000.

(b) Each of the Material Contracts is in full force aftect and is the legal,
valid and binding obligation of Sellers or a NonHb@ Subsidiary, enforceable against them in
accordance with its terms, subject to applicabl&hagptcy, insolvency, reorganization,
moratorium and similar laws affecting creditorgjhris and remedies generally and subject, as to
enforceability, to general principles of equitygaedless of whether enforcement is sought in a
proceeding at law or in equity). Sellers have gand valid title to the Material Contracts, free
and clear of all Liens (other than Permitted LienSgllers have delivered or otherwise made
available to Purchaser true, correct and complgbées of all of the Material Contracts, together
with all amendments, modifications or supplemehéséto.

Section 5.13 Employee Benefits
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(@) Schedule 5.13(ageparately lists: (i) all material Debtor Ben&fians and
(ii) all material Non-Debtor Benefit Plans.

(b) True, correct and complete copies of each of thiemah Employee
Benefit Plans and with respect to each Non-Debtardit Plan the following documents (as
applicable) have been made available to Purchggle(most recent annual report or similar
document filed with any Governmental Authority) (he most recent financial statement and
actuarial valuation, (iii) the most recent IRS detimation letter or other governmental
registration, and (iv) the most recent summary plescriptions (including letters or other
documents updating such descriptions).

(c) Except as disclosed on Schedule 5.13agrh of the Employee Benefit
Plans (including the Non-Debtor Benefit Plans) moted to qualify for tax-advantaged status
under Applicable Laws so qualifies.

(d) Except as disclosed on Schedule 5.13drh of the Non-Debtor Benefit
Plans has been administered in all material respeaompliance with its terms and all
Applicable Laws and, with respect to each such Bebtor Benefit Plan, (i) all employer and
employee contributions required by Law or by threnof the plan have been made, or, if
applicable, accrued, in accordance with normal aecttog practices; (i) if they are intended to
be funded and/or book-reserved, the fair marketesaf the assets of each funded plan, or the
book reserve established for each plan, togethiramy accrued contributions, is sufficient to
procure or provide for the accrued benefit obligragi with respect to all current and former
participants in such plan according to the acttlasaumptions and valuations most recently
used to account for such obligations in accordavitteapplicable generally accepted accounting
principles; and (iii) it has been registered asunegl and has been maintained in good standing
with applicable regulatory authorities.

(e) Except as disclosed on Schedule 5.13f&re are no judicial or
governmental proceedings pending or, to Sellergwladge, threatened with respect to any
Non-Debtor Benefit Plan other than claims for béeehereunder in the ordinary course.

() Neither the execution and delivery of this Agreetrer the
consummation of the transactions contemplated lyaxgb(i) result in any payment becoming
due to any Employee of any Seller; (ii) increasg laenefits otherwise payable under any
Employee Benefit Plan; or (iii) result in the a@altion of the time of payment or vesting of any
such benefits, in each case, that would be requirée satisfied by Purchaser following the
Closing.

Section 5.14 Labor.

(@) Except as set forth on Schedule 5.146ane of Sellers, the Non-Debtor
Subsidiaries or any of the Debtor Subsidiariespardy to any labor or collective bargaining
agreement.

(b) Except as set forth on Schedule 5.14{h¢re are no (i) strikes, work
stoppages, work slowdowns or lockouts pendingoo&dllers’ Knowledge, threatened against or
involving Seller, any of the Non-Debtor Subsidiara any of the Debtor Subsidiaries, or
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(if) unfair labor practice charges, grievancesanplaints pending or, to Sellers’ Knowledge,
threatened by or on behalf of any employee or gadigmployees of Seller, any of the Non-
Debtor Subsidiaries or any of the Debtor Subsidg&grexcept in each case as would not have a
Seller Material Adverse Effect.

Section 5.15 Litigation. Except (a) as set forth on Schedule 5(bbfor matters before
the Bankruptcy Court involving Sellers or any odithAffiliates, and (c) any matters that will
otherwise be resolved by the Sale Order withoutlaalility or restriction applicable to
Purchaser or the Purchased Assets, there are rab Regreedings pending or, to Sellers’
Knowledge, threatened against any Seller or antg Gubsidiaries, or relating to the Business or
any of the Purchased Assets or Assumed Liabiliiefgre any Governmental Authority, which,
if adversely determined, would reasonably be exquett have, individually or in the aggregate,
a Seller Material Adverse Effect.

Section 5.16 Compliance with Laws; Permits

€)) Except as set forth on Schedule 5.4i6ce September 23, 2010, Sellers
and the Non-Debtor Subsidiaries have (i) conduateticontinue to conduct the Business in
accordance with all Applicable Laws and Orders i@pple to their respective operations or
assets or the Business, (ii) complied with andioaltto comply with all Laws and Orders
applicable to the Purchased Assets and the Assurabilities, and (iii) are not in violation of
any such Law or Order, except where the failudeedan compliance would not reasonably be
expected to have, individually or in the aggregat8gller Material Adverse Effect and except
with respect to Environmental Laws which are adsidsn_Section 5.17Neither any Seller nor
any of its Subsidiaries has received any writteticeaf or been charged with the violation of
any Laws and, to Sellers’ Knowledge, there areautsfor circumstances that would reasonably
be expected to give rise to any such violationgpkevhere such violation would not reasonably
be expected to have, individually or in the aggtega Seller Material Adverse Effect.

(b)  Sellers and the Non-Debtor Subsidiaries currerdalehall Permits which
are required for the operation of the Businessresgmtly conducted, except where the absence
of which would not reasonably be expected to handdyidually or in the aggregate, a Seller
Material Adverse Effect. Neither any Seller noy aits Subsidiaries is in default or violation
(and no event has occurred which, with notice erldipse of time or both, would constitute a
default or violation) of any term, condition or pision of any Permit to which it is a party, and,
to Sellers’ Knowledge, there are no facts or cirstances that would reasonably be expected to
give rise to any such violation, except where stetault or violation would not reasonably be
expected to have, individually or in the aggregat8gller Material Adverse Effect.

Section 5.17 Environmental Matters

€)) Except as set forth on Schedule 5.1.7{f@@ operations of Sellers and their
Subsidiaries are in material compliance with applagable Environmental Laws and all Permits
issued pursuant to Environmental Laws or otheraisgno Seller nor any of its Subsidiaries has
any material Environmental Liabilities or Obligat®and no facts exist or events have occurred
that could reasonably be expected to give riseyosach material Environmental Liabilities or
Obligations.
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(b) Sellers and their Subsidiaries have obtained athRe required under all
applicable Environmental Laws necessary to opeh&t®usiness.

(c) None of Sellers or their Subsidiaries is the sulpéany outstanding
Order or Contract with any Governmental Authorggpecting (i) Environmental Laws,
(i) Remedial Action or (iii) any Release or threa¢d Release of a Hazardous Material.

(d) None of Sellers or their Subsidiaries has receamgdwritten
communication alleging that any Seller or any sf3ubsidiaries may be in violation of any
Environmental Law or any Permit issued pursuaririeironmental Law, or may have any
Environmental Liabilities or Obligations.

(e) To Sellers’ Knowledge, there are no investigatiohthe Business, or
currently or previously owned, operated or leasegp@rty of any Seller or any of its
Subsidiaries pending or, to Sellers’ Knowledgeeditened which would reasonably be expected
to result in the imposition of any material liatylpursuant to any Environmental Law.

Section 5.18 Accounts and Notes Receivable and Payable

(@)  All accounts and notes receivable of Sellers ard\tbn-Debtor
Subsidiaries have arisen from bona fide transastiothe Ordinary Course of Business
consistent with past practice and are payable dimary trade terms, are properly reflected on
Sellers’ and the Non-Debtor Subsidiaries’ books eewdrds and properly reserved for with
respect to doubtful accounts, all in accordance GIRAP.

(b)  All accounts payable of Sellers and Non-Debtor &libses reflected in
the Balance Sheet or arising after the date theneofhe result of bona fide transactions in the
Ordinary Course of Business.

Section 5.19 Insurance Set forth on Schedule 5.i9a list of all material policies of
insurance by which the Purchased Assets and theDbitor Subsidiaries are covered as of the
date hereof. Except as set forth_.on Schedule alllSuch policies are in full force and effect
and there are no material claims pending as ofl#te hereof under any of such policies where
underwriters have reserved their rights or discmoverage under such policy with such
exceptions that would not reasonably be expectéave, individually or in the aggregate, a
Seller Material Adverse Effect.

Section 5.20 Financial Advisors Except as set forth on Schedule 5120 Person has
acted, directly or indirectly, as a broker, finderfinancial advisor for any Seller or any of its
Subsidiaries in connection with the transactiongemplated by this Agreement. No Person is
entitled to any fee or commission or like paymeatrf Purchaser in respect thereof.

Section 5.21 No Other Representations or Warranties; Schedtasept for the
representations and warranties contained in thigl&rvV (as modified by the Schedules hereto),
no Seller nor any other Person makes any exprasgplied representation or warranty with
respect to Sellers, their Subsidiaries, the Businbd& Purchased Assets, the Assumed Liabilities
or the transactions contemplated by this Agreenaemt,Sellers disclaim any other
representations or warranties, whether made bgiSekny Affiliate of Sellers or any of their
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respective officers, directors, employees, agenteresentatives. Except for the
representations and warranties contained in thiglAV (as modified by the Schedules hereto),
Sellers expressly disclaim and negate any reprasemtor warranty, expressed or implied, at
common law, by statute, or otherwise, relating® d¢ondition of the Purchased Assets
(including any implied or express warranty of mewtability or fithess for a particular purpose).
Sellers make no representations or warranties tch@ser regarding the probable success or
profitability of the Business.

ARTICLE VI

REPRESENTATIONS AND WARRANTIES OF PURCHASER
Purchaser hereby represents and warrants to Satldoiows:

Section 6.1 Organization and Good Standing§urchaser is a limited liability company
duly organized, validly existing, in good standengd duly qualified to transact business under
the laws of the State of Delaware and has the séqipower and authority to own, lease and
operate its properties and to carry on its busiaessow conducted.

Section 6.2 Authorization of AgreementPurchaser has all requisite power, authority
and legal capacity to execute and deliver this Agrent, the other Transaction Documents and
each other agreement, document, instrument oficaté contemplated by this Agreement or to
be executed by Purchaser in connection with thewoamation of the transactions contemplated
hereby and thereby (the “Purchaser Docunignis perform its obligations hereunder and
thereunder and to consummate the transactionsroptated hereby and thereby. The
execution, delivery and performance by PurchasénisfAgreement and each Purchaser
Document have been duly authorized by all necedsaitgd liability company action on behalf
of Purchaser. This Agreement has been, and eachder Document will be at or prior to the
Closing, duly executed and delivered by Purchasérassuming the due authorization,
execution and delivery by the other parties heagi thereto) this Agreement constitutes, and
each Purchaser Document when so executed andréeliwél constitute, the legal, valid and
binding obligations of Purchaser, enforceable agdturchaser in accordance with their
respective terms, subject to applicable bankruptsglvency, reorganization, moratorium and
similar laws affecting creditors’ rights and remexigenerally, and subject, as to enforceability,
to general principles of equity, including prin@plof commercial reasonableness, good faith
and fair dealing (regardless of whether enforcerreesbught in a proceeding at law or in

equity).

Section 6.3 No Violation; Consents

€)) None of the execution and delivery by PurchasehisfAgreement or the
Purchaser Documents, the consummation of the tthosa contemplated hereby or thereby, or
the compliance by Purchaser with any of the prowisihereof or thereof will conflict with, or
result in any violation of or default (with or widht notice or lapse of time, or both) under, or
give rise to a right of termination or cancellatiomder any provision of (i) the certificate of
formation and operating agreement or comparablanizgtional documents of Purchaser,
(i) any Contract or Permit to which Purchaser gty or by which Purchaser or its properties
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or assets are bound, (iii) any Order of any Govermiad Authority applicable to Purchaser or by
which any of the properties or assets of Purchasebound or (iv) any Applicable Law, except
in the case of clauses (ii), and (iii) and (ivvasuld not reasonably be expected to have,
individually or in the aggregate, a Purchaser Malédverse Effect.

(b) No consent, waiver, approval, Order, Permit or aagation of, or
declaration or filing with, or notification to, alBerson or Governmental Authority is required
on the part of Purchaser in connection with thecetten and delivery of this Agreement or the
Purchaser Documents, the compliance by Purchasierawy of the provisions hereof or thereof,
the consummation of the transactions contemplateebly or thereby or the taking by Purchaser
of any other action contemplated hereby or therekgept for compliance with the applicable
requirements of the HSR Act, or that would not osably be expected to have, individually or
in the aggregate, a Purchaser Material AdverseckEffe

Section 6.4 Litigation. There are no Legal Proceedings pending or,gd&tiowledge
of Purchaser, threatened against Purchaser, dnitthwurchaser is otherwise a party before any
Governmental Authority, which, if adversely detenel, would reasonably be expected to have
a Purchaser Material Adverse Effect.

Section 6.5 Investment Intention Purchaser is acquiring the Subsidiary Shareggor
own account, for investment purposes only and nitbt avview to the distribution thereof in
violation of the Securities Act of 1933, as amen(tbd “Securities A¢). Purchaser
understands that the Subsidiary Shares have notrbgestered under the Securities Act and
cannot be sold unless subsequently registered tinel&ecurities Act or an exemption from
such registration is available.

Section 6.6 Financial Capability Purchaser (a) will have at the Closing suffitien
funds available to pay the Purchase Price and gpgreses incurred by Purchaser in connection
with the transactions contemplated by this Agredreenrd (b) will have at the Closing the
resources and capabilities (financial or otherwieg)erform its obligations hereunder.

Section 6.7 Bankruptcy There are no bankruptcy, reorganization or gearent
proceedings pending against, being contemplatedriip, the knowledge of Purchaser,
threatened against, Purchaser.

Section 6.8 Financial Advisors Except as set forth on Schedule, &8 Person has
acted, directly or indirectly, as a broker, finderfinancial advisor for Purchaser in connection
with the transactions contemplated hereunder arfélenson is entitled to any fee or commission
or like payment in respect thereof which would bgable by Sellers (other than pursuant to the
requirement to pay the Reimbursable Expenses).

Section 6.9 Condition of the BusinessNotwithstanding anything contained in this
Agreement to the contrary, Purchaser acknowledgesgrees that no Seller is making any
representations or warranties whatsoever, exprassgptied, beyond those expressly given by
Sellers in_Article Vhereof (as modified by the Schedules hereto gslemgnted or amended in
accordance with Section 8 )1 and Purchaser acknowledges and agrees thapteércehe
representations and warranties contained theterPtrchased Assets are being transferred on a

45



“where is” and, as to condition, “as is” basis.réhaser further represents that no Seller or any
of its Affiliates or any other Person has made mpyesentation or warranty, express or implied,
as to the accuracy or completeness of any infoonaggarding Sellers or any of their
Subsidiaries, the Business or the transactionseoguiited by this Agreement not expressly set
forth in this Agreement, and no Seller, any of ti#dfiliates or any other Person will have or be
subject to any liability to Purchaser or any otRerson resulting from the distribution to
Purchaser or its Representatives or Purchaser’sfuaay such information, including any
confidential memoranda distributed on behalf olé&slrelating to the Business or other
publications or data room information provided todhaser or its representatives, in connection
with the sale of the Business and the Transacti®wschaser acknowledges that it has
conducted to its satisfaction its own independewmtstigation of the Business and, in making the
determination to proceed with the TransactionscRaser has relied on the results of its own
independent investigation.

ARTICLE VII

BANKRUPTCY COURT MATTERS

Section 7.1 Competing Transaction

(@)  This Agreement is subject to approval by the Baptay Court and the
consideration by Sellers of higher or better commgebids, including, in consideration of any
sale, transfer, liquidation or disposition of thesBess or assets of Sellers or their Subsidiaries,
or a plan of reorganization or liquidation with pest to the Business or assets of Sellers and
their Subsidiaries (each a “Competing BidFrom the date hereof (and any prior time) antl
the earlier of. (i) the consummation of the Tramiems and (ii) the conclusion of any bid
process described in the Bidding Procedures O8tdiers are permitted to cause their
representatives and Affiliates to initiate contatt, solicit or encourage submission of any
inquiries, proposals or offers by, any Person @diton to Purchaser and its Affiliates, agents
and representatives) in compliance with the Biddingcedures Order in connection with any
sale or other disposition of the Purchased Assetdlze Business. In addition, Sellers shall have
the responsibility and obligation to respond to amyuiries or offers to purchase all or any part
of the Purchased Assets or the Business and pedoynand all other acts related thereto which
are required under the Bankruptcy Code or othediégiple Law, including supplying
information relating to the Business and the asse®ellers and its Subsidiaries to prospective
purchasers.

(b)  Sellers shall not and shall not permit any of tiseibsidiaries to furnish
information concerning Sellers, the Non-Debtor Sdibsies, the Business, or the properties or
assets of Sellers or their Subsidiaries to any tharty, except (i) in the Ordinary Course of
Business, (ii) to any Governmental Authority, an @ursuant to a confidentiality agreement
entered into between any Seller and such third/pa@ellers shall use commercially reasonable
efforts to promptly provide, or identify and makeadable to Purchaser any non-public
information concerning Sellers, the Non-Debtor Sdibsies, the Purchased Assets or the
Business provided to any other Person after the ldateof which was not previously provided to
Purchaser.
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(c) Following the date of the entry of the Sale Ordgsraving this
Agreement and until such time as this Agreemenbleas terminated in accordance with its
express terms, Sellers shall not, nor shall arthef Subsidiaries authorize or permit any
Representative of any Seller to, (i) directly atinectly solicit, initiate or encourage the
submission of any offer or proposal concerning @oynpeting Bid, or (ii) directly or indirectly
participate in any discussions or negotiations mgigg, or furnish to any Person any information
with respect to, or take any other action to ftetdi the making of, any proposal or expression of
interest that constitutes or is reasonably likellead to a Competing Bid.

Section 7.2 Bankruptcy Court Filings As promptly as practicable following the date
of this Agreement (but not later than the secondliBess Day thereafter), Sellers shall file with
the Bankruptcy Court the Sale Motion seeking eafrthe Sale Order and the Bidding
Procedures Order. Purchaser agrees that it waithptly take such actions as are reasonably
requested by Sellers to assist in obtaining erfttiie@ Sale Order and the Bidding Procedures
Order and a finding of adequate assurance of fyger®rmance by Purchaser, including
furnishing affidavits or other documents or infotioa for filing with the Bankruptcy Court for
the purposes, among others, of providing necessayrances of performance by Purchaser
under this Agreement and demonstrating that Puechas “good faith” purchaser under
section 363(m) of the Bankruptcy Code. In the éWlem entry of the Sale Order or the Bidding
Procedures Order shall be appealed, Sellers amth&aer shall use their respective reasonable
best efforts to defend such appeal. Sellers sloalamend, supplement, or modify, or cause to
be amended, supplemented or modified, the Saler@rakor the Bidding Procedures Order, in
any manner adverse to Purchaser without Purchgs#oiswritten consent (which consent may
be withheld in Purchaser’s sole discretion).

ARTICLE VIII

COVENANTS

Section 8.1 Access to Informatian Sellers agree that, prior to the Closing Date,
Purchaser shall be entitled, through its officeraployees and Representatives, to (a) make such
investigation of the properties, businesses andatipas of the Business and (b) make such
examination of the books and records of the Businé& Non-Debtor Subsidiaries, the
Purchased Assets and the Assumed Liabilities ashBser reasonably requests and to make
extracts and copies of such books and records. sAoly investigation and examination shall be
conducted during regular business hours upon reid®advance notice and under reasonable
circumstances and Sellers and their Subsidiaria aboperate fully therein. Purchaser and its
Representatives shall cooperate with Sellers agid Representatives and shall use their
reasonable efforts to minimize any disruption &® Business in connection with such
investigation and examination. Notwithstandingtaimg herein to the contrary, no such
investigation or examination shall be permittedhi® extent that it would require Sellers or any
of their Subsidiaries to disclose information sgbje attorney-client privilege or conflict with
any confidentiality obligations to which such Selbe any of its Subsidiaries is bound. With
respect to any material vendor or other strategrtner of Sellers and their Subsidiaries that
Purchaser desires to contact prior to Closing, lrager shall consult with Sellers and, so long as
in Sellers’ reasonable judgment such contact waotdbe materially detrimental to the Business,
Sellers and their Subsidiaries shall promptly ss@tk use commercially reasonable efforts to
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arrange appropriate meetings and telephone comesemith such parties. No investigation by
Purchaser prior to or after the date of this Agreenshall diminish or obviate any of the
representations, warranties, covenants or agresméellers and the Non-Debtor Subsidiaries
contained in this Agreement or the Seller Documeimsrder that Purchaser may have full
opportunity to make such physical, business, adoogiand legal review, examination or
investigation as it may reasonably request of ffagra of Sellers and their Subsidiaries, Sellers
shall cause the officers, employees, consultagenta, accountants, attorneys and other
representatives of Sellers and their Subsidiaoe®operate fully with such representatives in
connection with such review and examination. $ekall promptly deliver to Purchaser all
pleadings, motions, notices, statements, schedapgdications, reports and other papers filed in
any other judicial or administrative proceedingPaschaser may reasonably request.

Section 8.2 Conduct of the Business Pending the Closing

(@) Prior to the Closing, except (1) as set forth ohesitile 8.2(3)(2) as
required by Applicable Law or by Order of the Bamicy Court, (3) as otherwise expressly
contemplated by this Agreement, or (4) with th@pwritten consent of Purchaser (which
consent shall not be unreasonably withheld, delayexnditioned), Sellers shall, and shall
cause their Subsidiaries to:

0] conduct the Business only in the Ordinary CoursBusiness
(other than Store Closing Liquidations in accordaweh this Agreement) and comply with the
Cash Flow Budget in all material respects;

(i) use their commercially reasonable efforts to (Adsarve the
present business operations, organization and gbadwhe Business, and (B) preserve the
present relationships with Persons having busideabngs with Sellers and their Subsidiaries
(including customers and suppliers of the Business)

@ii)  (A) maintain the books, accounts and records de&eand their

Subsidiaries in the Ordinary Course of Busines} c(tinue to operate billing procedures and
collect accounts receivable utilizing normal pragses and without discounting or accelerating
payment of such accounts, (C) subject to compliavitethe Cash Flow Budget, pay accounts
payable and comply with all contractual and oth#gations applicable to the operation of the
Business, and (D) not permit any material changminpricing, investment, accounting,
financial reporting, inventory, credit, allowanceT@ax practice or policy of Sellers or the Non-
Debtor Subsidiaries that would adversely affect aityhe Non-Debtor Subsidiaries;

(iv)  promptly following the date of this Agreement, pide/ general
notice to the public in connection with the Stotesithg Liquidations that gift cards and/or gift
certificates issued in connection with the operattbthe Business will only be honored or
redeemed as set forth in Section 8.2(b)(xxi)

(v) subject to any confidentiality restrictions whiqgbpdy to Sellers or
their Subsidiaries, use commercially reasonablarsfto consult in good faith from time to time
with the Representatives of Purchaser to repoft la® results of the Business, material
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operational developments as they arise, the gesetails of ongoing operations of the Business
and with respect to the Store Closing Liquidations;

(vi)  other than in the Ordinary Course of Business @oimmnection
with any liquidations or going out of business salaaintain the Purchased Assets and assets of
the Non-Debtor Subsidiaries in their current canditordinary wear and tear excepted;

(vii)  defend and protect the properties and assets leirSahd their
Subsidiaries from infringement or usurpation;

(viii)  maintain in full force and effect until the Closimggurance upon
all of the Purchased Assets and the assets ofdhelbtor Subsidiaries in such amounts and of
such kinds comparable to that in effect on the dathis Agreement; and

(ix)  comply with Applicable Laws, including Environmehtaws,
other than with respect to the failure of such chamge as would not reasonably be expected to
have, individually or in the aggregate, a Selletéial Adverse Effect.

(b) Except (1) as set forth on Schedule 8.2(B) as required by Applicable
Law or Order of the Bankruptcy Court, (3) as otheerncontemplated by this Agreement, (4) as
permitted or contemplated by the Cash Flow Budgets) with the prior written consent of
Purchaser (which consent shall not be unreasonatiyeld or delayed), Sellers shall not, and
shall not permit their Subsidiaries to:

(1) other than with respect to payments made in then@rg Course
of Business on a “payment neutral” basis (i.e. hpayts to vendors with respect to new
extensions of credit from revenue sharing arrangesn@ otherwise) or as otherwise permitted
by the Cash Flow Budget, make any payments to tmaycsvendors or with respect to any
Studio Contract;

(i) (A) increase the compensation of any of their respe
employees, (B) grant any bonus, benefit or othexctlior indirect compensation to any director
or employee, (C) increase the coverage or bersfdgable under (or create any new or
otherwise amend) any Employee Benefit Plan or {i@rrinto any employment, deferred
compensation, severance, consulting, non-competiticcimilar agreement (or amend any such
agreement) to which any Seller or any of its Subsiek is a party or involving a director or
executive officer of any Seller or any of its Swligiies, except, in each case, as required by
Applicable Law from time to time in effect;

(i) (A) make, change or rescind any material electeating to
Taxes, (B) settle or compromise any material claation, suit, litigation, proceeding,
arbitration, investigation, audit or controversiatiag to Taxes, or (C) except as may be required
by Applicable Law or GAAP, make any material chatmany of its methods of accounting for
Tax purposes from those employed in the preparatiais most recent Tax Returns;

(iv)  subject any of the Purchased Assets or the assatSan-Debtor
Subsidiary to any Lien, except for Permitted Liansl except for non-exclusive licenses under
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any Purchased Intellectual Property or any Intali@cProperty owned by any Non-Debtor
Subsidiary granted in the Ordinary Course of Bussne

(v) acquire any material properties or assets thatavoelPurchased
Assets or assets of a Non-Debtor Subsidiary oegxor the purpose of disposing of obsolete
or worthless assets, sell, assign, license, trarnsfavey, lease or otherwise dispose of any of the
Purchased Assets or assets of a Non-Debtor Sulysidia

(vi)  cancel or compromise any material debt or claiwaire or
release any material right of Seller or any oStésidiaries that constitutes a Purchased Asset or
an asset of a Non-Debtor Subsidiary;

(vii) acquire any entity or all or substantially all bétassets of any
entity or enter into any commitment for capital ergitures in excess of $25,000 for any
individual commitment and $100,000 for all commititeein the aggregate;

(viii)  enter into, modify or terminate any labor or cailee bargaining
agreement or, through negotiation or otherwise,evalky commitment or incur any liability to
any labor organization;

(ix)  enter into any Contract for the sale of any Ownexperty or the
sublease with respect to any property subjectRea Property Lease;

x) enter into any transaction or enter into, modifyerew any
Contract which by reason of its size or otherwsseat in the Ordinary Course of Business;

(xi)  enter into any Contract, understanding or commitrtteat
restrains, restricts, limits or impedes the abitityhe Business, or the ability of Purchaser, to
compete with or conduct any business or line ofrfass in any geographic area;

(xii)  terminate, amend, restate, supplement or waiveighis under
(A) prior to the expiration of Purchaser’s rightdesignate Purchaser Assumed Contracts
pursuant to Section 2.5 and subject to Seller$itsiginder Section 2.5(bgny material contracts
of Sellers, (B) following the expiration of Purclea’s right to designate Purchaser Assumed
Contracts, any Purchaser Assumed Contract, (Cjraatgrial contract of any Non-Debtor
Subsidiary or (D) any Permit;

(xiii) amend its certificate or articles of incorporatibglaws, or other
organizational documents or take any other acfiany such amendment or action would have
an adverse effect on the ability of Seller to conshate the Transactions or otherwise adversely
affect the Business or the value, utility or tramability of the Purchased Assets or Subsidiary
Shares;

(xiv) issue, and Sellers shall use their reasonabletetimprohibit any
of their franchisees and franchisees of Non-DeStdrsidiaries from issuing, to any customers
or Employees any gift cards, gift certificates, ebers, discounts or any other offers that may be
redeemable for cash or any inventory offered byBheginess following the Closing Date;

50



(xv) other than with respect to customary advancesxperses to
Employees in the Ordinary Course of Business, naalggoan or advance to any Person;

(xvi) engage in any transaction with respect to the Bssimvith any
officer, director or Affiliate of Sellers or theBubsidiaries;

(xvii) incur or assume any Indebtedness;

(xviii) enter into or agree to enter into any merger oscbdation with
any corporation or other entity, and not engagenynew business or invest in, make a loan,
advance or capital contribution to, or otherwisguaie the securities of, any other Person;

(xix) declare, set aside, make or pay any dividend aratistribution in
respect of the capital stock of Sellers or theibstdiaries or repurchase, redeem or otherwise
acquire any outstanding shares of the capital stockher securities of, or interests in, Sellars o
their Subsidiaries;

(xx) introduce any material change with respect to fexation of the
Business, including any material change in thesypature, composition or quality of products
or services, or make any change in product spatidics or prices or terms of distributions of
such products;

(xxi) honor or redeem (or in any way use assets of Sebankruptcy
estate in connection with the honoring or redenmptif) any gift cards that are outstanding on,
or issued subsequent to, the date hereof, excéipe textent honored and/or redeemed pursuant
to a program for which Purchaser provides, indlg sliscretion, its prior written consent upon
and following the date that is forty-five (45) dgygs such longer period as required by
applicable state or local regulations) after thee deereof; providedhat for the avoidance of
doubt, this Section 8.2(b)(xxghall not restrict Sellers’ right to honor or redegift cards prior
to the expiration of such 45-day period (or, to ééent applicable, such longer period as
required by applicable state or local regulations);

(xxii) issue any equity in any of the Non-Debtor Subsidsror
securities or rights that by their terms may ba@sed or exchanged or converted into equity of
any of the Non-Debtor Subsidiaries; or

(xxiii) agree to do anything prohibited by this Section 8.2

Section 8.3 Consents Sellers shall use (and shall cause each of $wdisidiaries to
use) commercially reasonable efforts, and Purchelssl cooperate with Sellers, to obtain at the
earliest practicable date all consents and appsoeguired to consummate the Transactions,
including the consents and approvals referred ection 5.4(h)provided howevey that
neither Sellers nor Purchaser shall be obligatdéd)tpay any consideration therefor to any third
party from whom consent or approval is requestedh)oagree to any restrictions on its ability to
operate the Business or the Purchased Assets ebRbtor Subsidiaries or hold or exercise
ownership over the Purchased Assets, or initiagdiagation or Legal Proceedings to obtain
any such consent or approval.
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Section 8.4 Appropriate Action; Filings

(@  Through the Closing Date, Sellers and Purchaséira@perate with each
other and use (and shall cause their respectivibaddl to use) commercially reasonable efforts:
(i) to take, or to cause to be taken, all actiams] to do, or to cause to be done, all things
reasonably necessary, proper or advisable onitaipder this Agreement, Applicable Law or
otherwise to consummate and make effective theshcions, (ii) to obtain promptly from any
Governmental Authority any Orders or Permits regghito be obtained by Sellers or Purchaser or
any of their respective Affiliates in connectiorthivthe authorization, execution, delivery and
performance of this Agreement and the consummaiiohe Transactions, (iii) to promptly
make all necessary filings and thereafter makeodingr required submissions with respect to
this Agreement and prompt consummation of the Tethens required under (A) the HSR Act,
(B) any notifications or filings required for theahsactions under other applicable Competition
Laws, and (C) any Applicable Law, (iv) to defend/amd all lawsuits and other proceedings by
or before any Governmental Authority challenginig thgreement or the consummation of the
Transactions, (v) to cause to be lifted or resainaey injunction, decree, ruling, order or other
action of any Governmental Authority adversely etiifey the ability of any of the Parties to
consummate the Transactions, and (vi) to providenpt notification to the other Party of any
actions pursuant to clauses (i) — (v) of this $#c8.4(a) provided howevey that nothing in this
Section 8.4hall be construed as altering the rights or alilbgs of Sellers under Section ;7.1
providedfurther, subject to Section 8.4(kthat neither Purchaser nor any Seller shall be
obligated to pay any consideration or incur anysts obtain any approvals or consents from
third parties, whether or not they may be necesgaoper or advisable to consummate the
Transactions.

(b)  As promptly as practicable, but in no event latemtfive (5) Business
Days after the date of entry of the Bidding ProcedDrder, the Parties shall (i) each file with
the Federal Trade Commission and the Departmehigifce any notifications and report forms,
together with all required supplemental informaticequired to be filed under the HSR Act and
the regulations promulgated thereunder with resgettte Transactions, and request early
termination of the waiting period with respecthe fTransactions and (i) file any notifications or
filings required under the Transactions under o#ipgrlicable Competition Laws. Sellers and
Purchaser shall consult with each other as toppeogriate time of filing such notifications and
shall use their reasonable best efforts to makke Bliegs at the agreed upon time, to respond
promptly to any requests for additional informatimade by the Federal Trade Commission, the
Department of Justice or any other Governmentahduty, to cooperate with each other in
connection with resolving any investigation or atimguiry concerning the Transactions
commenced by the Federal Trade Commission, thereeat of Justice or any other
Governmental Authority and to cause the waitingqusr under the HSR Act to terminate or
expire at the earliest possible date after the ofafiding. Sellers and Purchaser shall use their
reasonable best efforts to (i) eliminate every icipeent under any Competition Law, including
taking all actions necessary to obtain any necesgaproval under applicable Competition Laws
and resisting in good faith any assertion thaflitemsactions contemplated hereby constitute a
violation of the Competition Laws, and (ii) othessiresolve all such objections, if any, as may
be asserted by any Governmental Authority so anéble the Closing to occur as soon as
reasonably possible, all to the end of expeditirgdonsummation of the Transactions
contemplated hereby. In connection with seekimgftihegoing approvals, none of Purchaser or
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Sellers or their respective Affiliates shall beuiqd to, and Sellers (other than Parent) may not,
without the prior written consent of Parent, becaukject to, consent to, or offer or agree to, or
otherwise take any action with respect to, anyirequent, condition, limitation, understanding,
agreement or order to (i) sell, license, assigmdfer, divest, hold separate or otherwise dispose
of any assets, business or portion of businessi@h@ser, Sellers, Non-Debtor Subsidiaries, or
any of their respective Affiliates in any mannéi), donduct, restrict, operate, invest or otherwise
change the assets, business or portion of busoi¢asrchaser, Sellers, Non-Debtor Subsidiaries,
or any of their respective Affiliates in any manner (iii) impose any restriction, requirement or
limitation on the operation of the business oriporbf the business of Purchaser, Sellers, Non-
Debtor Subsidiaries or any of their respective lisfes in any manner.

(© Through the Closing Date, Sellers shall use (amdl shuse their
Subsidiaries to use) commercially reasonable eff@tibject to receipt of the Sale Order) to
promptly obtain all necessary consents and appsdeathe assignment and assumption of all of
the Purchaser Assumed Contracts.

Section 8.5 Confidentiality Purchaser acknowledges that Confidential Infdiona
(as defined in the Confidentiality Agreement) hasiy and in the future will be, provided to it in
connection with this Agreement, including undert®ec8.1, and is subject to the terms of the
confidentiality agreement between Parent and Peserhdated as of the date hereof (the
“Confidentiality Agreemeri), the terms of which are incorporated herein &fgrence.
Purchaser acknowledges and understands that tineeAgnt may be made available by Sellers
to prospective bidders and that such disclosurk sbiabe deemed to violate any confidentiality
obligations owing to Purchaser, whether pursuathivoAgreement, the Confidentiality
Agreement or otherwise. Effective upon, and omgny the Closing, the Confidentiality
Agreement shall terminate. Sellers acknowledgefthen and after the Closing, all non-public
information relating to the Business, includingt bat limited to the Purchased Assets and the
Assumed Liabilities, will be valuable and proprigtéo Purchaser and its Affiliates. Sellers
agree that, from and after the Closing, no Seliirand Sellers will cause their Subsidiaries not
to disclose to any Person any non-public informmatilating to Purchaser and its Affiliates, or
the Business, including but not limited to the Piased Assets, the Non-Debtor Subsidiaries and
the Assumed Liabilities, except as required by loaas otherwise becomes available in the
public domain other than through any action by &eiler in violation of its obligations under
this Section 8.5 The provisions of this Section &H8all survive the Closing.

Section 8.6 Preservation of Records; Cooperatiddellers and Purchaser shall (and
shall cause their Affiliates to) preserve and kieefleir possession all records held by them on
and after the date hereof relating to the PurchAsedts for a period of three (3) years or such
longer period as may be required by Applicable Lgwovided however that in no event shall
Sellers be required to preserve such recordsthiteBankruptcy Cases are closed) and shall
make such records and personnel available to tiex 8arty as may reasonably be required by
such Party, including in connection with any insw&claims or Legal Proceedings involving
the Purchased Assets, or any governmental invéisingaof Sellers or Purchaser or any of their
respective Affiliates related to the Purchased #ssein order to enable Sellers or Purchaser or
any of their respective Affiliates to comply withetir respective obligations hereunder and each
other agreement, document or instrument contentplagesby or thereby or otherwise;
provided however that in no event shall either Party be obligategrovide any information the
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disclosure of which would jeopardize any privilegailable to such Party or any of its Affiliates
relating to such information or which would causelsParty or any of its Affiliates to breach a
confidentiality obligation to which it is bound.uRhaser further acknowledges that Sellers shall
be entitled to copy any such records, at Sell@& sost and expense, and to retain copies of
such records. After the expiration of any applieaketention period, before Purchaser shall
dispose of any of such records, at least ninety d@9s’ prior written notice to such effect shall
be given by Purchaser to Sellers or their succegsora Person designated by Sellers) and
Sellers or their successors (or a Person desigbgt&ellers) shall have the opportunity (but not
the obligation), at their sole cost and expensegtiwove and retain all or any part of such records
as they may in their sole discretion select. mdkient Sellers wish to destroy any records after
the Bankruptcy Cases are closed, before Sellefisdsspose of any of such records, at least
ninety (90) days’ prior written notice to such etfehall be given by Sellers to Purchaser or its
successors (or a Person designated by PurchaseiPuachaser or its successors (or a Person
designated by Purchaser) shall have the opport(mitynot the obligation), at its sole cost and
expense, to remove and retain all or any part ofi sacords as it may in its sole discretion
select.

Section 8.7 Publicity. Prior to the Closing and without limiting or testing any
Party from making any filing with the Bankruptcy @bwith respect to this Agreement or the
Transactions, no Party shall issue any press eel@asublic announcement concerning this
Agreement or the Transactions without obtaininggher written approval of the other Party,
which approval will not be unreasonably withhelddetayed, unless, in the reasonable judgment
of Purchaser or Sellers, disclosure is otherwigeired by Applicable Law or by the Bankruptcy
Court with respect to filings to be made with thenBruptcy Court in connection with this
Agreement or by the applicable rules of the SelesriExchange Commission or any stock
exchange on which Purchaser or such Seller listsrgies, provided that the Party intending to
make such release shall use its best efforts densiwith such Applicable Law or Bankruptcy
Court requirement to consult with the other Parityhwespect to the text thereof. After the
Closing, the Parties may issue public announcenregteding the Transactions so long as such
announcements, in the case of announcements masiellbys, do not disclose the specific terms
or conditions of this Agreement or any Transacimtument except where such terms and
conditions have already been disclosed as reqbyddiw, applicable stock exchange regulation
or in filings that any Seller is required to makehe Bankruptcy Court or office of the United
States Trustee; providedowevey that the issuing party shall use its best effartsonsult with
the other party with respect to the text thereof.

Section 8.8 Lease Extensions:; Store Liquidations

€)) Prior to, on or promptly following the date hereSgllers shall seek by
written request from the counterparty to each uiregreal property lease to which any Seller is
a party (other than the Initial Liquidating Storéle “Leased Properti8g(i) an extension of not
less than ninety (90) days of the April 21, 201adlme for Sellers’ assumption or rejection of
such unexpired real property leases under secbroBthe Bankruptcy Code and (ii) that such
counterparty respond to such request no laterfe@nuary 27, 2011. On or prior to March 3,
2011, Sellers shall provide Purchaser with a listaxh Leased Property for which extension of
such deadline of at least sixty (60) days_(a “Ldasensior)) has not been received. In the
event that any counterparty to a Leased Propedyhbtaffirmatively agreed in writing, by
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February 28, 2011, to a Lease Extension, Sellex, simless otherwise directed by Purchaser,
promptly, and in no event later than March 7, 2@bimmence and diligently pursue liquidation
of such Leased Property (the “Liquidation Condit)pprovided however that the Protected
Stores shall not be subject to the Liquidation Goral In connection with the liquidation
through the conduct of “store closing” or similarirgg out of business sales or liquidations of
any Stores (the “Store Closing Liquidati®nsccurring prior to the Closing Date, Sellerslsha
consult with Purchaser as to how such liquidatiiredl be conducted, including the selection
and terms of engagement of the liquidators, if &nyse used and the aggregate estimated
expenses to be incurred in connection with suahdations.

(b)  With respect to any Leased Property (including Brgtected Store or
Distribution Center) for which Purchaser has nevpusly designated the real property lease as
a Purchaser Assumed Contract (the “Closing Datsdd&roperti€¥, Purchaser shall either
(i) designate as a Purchaser Assumed Contract, before April 1, 2011, the unexpired real
property lease pursuant to which such Closing Retsed Property is leased, or (ii) in lieu of
assuming the unexpired real property lease purgaamhich such Closing Date Leased Property
is leased and purchasing the Designated Liquidafierchandise and Designated FF&E at such
Closing Date Leased Property, elect (as so eletttedAgency Alternativd to have Seller
retain, and Seller shall retain, as an ExcludedfAssich unexpired real property lease and such
Designated Liquidation Merchandise and Designate&lE-and engage Purchaser as its
exclusive agent for the purpose of conducting S&losing Liquidations during the Liquidation
Period of the Designated Liquidation Merchandiseé Besignated FF&E at such Closing Date
Leased Property, together with any additional inegnin transit to such Closing Date Leased
Property as of the Closing Date (the “Agency Liqiidns). If Purchaser elects the Agency
Alternative with respect to any Closing Date LeaBeaperty, then (A) in the event that Sellers
have obtained Lease Extensions for all of the @tp&late Leased Properties, Sellers shall carry
out Agency Liquidations at the Closing Date LeaBeanperties through the end of the
Liquidation Period and pursuant to the terms ofAgency and License Agreement and (B) in
the event that Sellers shall have obtained LeasenBions for less than all of the Closing Date
Leased Properties, then in order to carry out Agémguidations at the Closing Date Leased
Properties pursuant to the terms of the Agencylacehse Agreement during the Liquidation
Period, Sellers shall (unless instructed by Pumhisswriting to carry out such Agency
Liquidations in the Bankruptcy Cases pursuant aoist (A), even though Sellers shall have
obtained Lease Extensions for less than all ofdosing Date Leased Properties) either (x) have
sought and obtained prior to the Closing Date gmeite relief under Applicable Law to extend
the date by which Sellers must reject such CloBatg Leased Property for a period sufficient
to permit the orderly completion of the Agency Lidgtion at all Closing Date Leased Properties
after the Closing pursuant to the Agency and Lieghgreement (but in any event for a period
not less than the Liquidation Period) or (y) if Buelief has not been obtained prior to the
Closing Date, then, at Purchaser’s option, purshargto and to the Sale Order, convert the
Bankruptcy Cases to cases under Chapter 7 of ther@atcy Code at the Closing to permit the
orderly completion of the Agency Liquidations dt@losing Date Leased Properties after the
Closing pursuant to the Agency and License Agreeitoebe carried out under the provisions of
Chapter 7 and in accordance with the Agency andrise Agreement (but in any event for a
period not less than the Liquidation Period). Tdrens, conditions and procedures applicable to
the conduct of the Store Closing Liquidations inlsClosing Date Leased Properties as to
which Purchaser elects the Agency Alternative atdasth in the Agency and License
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Agreement. Under the Agency and License Agreentanthaser shall be entitled to receive the
Proceeds (as defined in the Agency and Licenseehgeat) from the Agency Liquidations and
shall be responsible for the payment of the Expefs® defined in the Agency and License
Agreement).

(c) In the event that the aggregate number of LeasggeRres for which a
Lease Extension has been received plus the aato#ber of Protected Stores is not greater than
1,500, Sellers shall at all times thereafter, inrExtion with the Store Closing Liquidations
described in Section 8.8(a)se their commercially reasonable efforts to negkgropriate
arrangements for the liquidation through such S@osing Liquidations of inventory at the
Distribution Centers in an amount not less thaavarage of 10,000 units per Store Closing
Liquidation.

Section 8.9 Transition Services Agreemenlf requested by Purchaser, Sellers shall
negotiate in good faith to execute an agreeme@tasing pursuant to which Sellers will
continue to provide to Purchaser, on terms to bwiatly agreed upon, certain general and
administrative services then being provided bye3elvith respect to the Business.

Section 8.10 Banks Not less than two (2) Business Days prior toGhasing, Sellers
shall provide to Purchaser a complete and corigobfl the names and locations of all banks in
which any Non-Debtor Subsidiaries have accountate deposit boxes and the names of all
persons authorized to draw thereon or to have ac¢heseto.

Section 8.11 Supplements to ScheduleSellers may (i) by written notice to Purchaser
from time to time prior to the date that is ten)(@i@ys following entry of the Bidding Procedures
Order, supplement or amend the Schedules providesiignt to Sections 5.8.8 5.9 5.10and
5.19in connection with any disclosure related to tlwNDebtor Subsidiaries, and (ii) in
response to any changes or updates to Schedué hylPurchaser, supplement or amend the
Schedules provided pursuant to Sections 5,4} (b)and 5.12(a) Such supplements or
amendments shall be effective to cure and corfecsll purposes, any breach of any
representation or warranty which would have exi#t&ellers had not made such supplements
or amendments. All references to Schedules tleasgsplemented or amended pursuant to this
Section 8.1Kkhall be deemed to be a reference to such Schaslslepplemented or amended.

Section 8.12 Further Assurancestach Seller and Purchaser shall use its comaikgrci
reasonable efforts to (i) take all actions necgssaappropriate to consummate the Transactions
and (ii) cause the fulfillment at the earliest picable date of all of the conditions to their
respective obligations to consummate the Transaxtio

Section 8.13 Payment of Sales Tax AmountBuring the period between the date of
this Agreement and the Closing Date, Sellers walitsue to pay when due and in accordance
with past practices all sales and use taxes geateirathe Ordinary Course of Business. On the
day immediately prior to the Closing Date, Selkgnall pay to the appropriate Taxing
Authorities all accrued unpaid sales and use taxkesh were generated in the Ordinary Course
of Business and remain unpaid at such date (thesi@y Sales Tax Paymént

Section 8.14 Use of Name
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Sellers hereby agree that upon and following thesi@t, Sellers shall not use the name
“Blockbuster” or any of the items listed in the ednle of Trademarks and Trademark
Applications set forth in Schedule 5.11¢a)similar names or any service marks, trademarks,
trade names, identifying symbols, logos, emblenggssor insignia related thereto or containing
or comprising the foregoing, including any namenark confusingly similar thereto
(collectively, the “Purchased Business Name Tradksia other than in the case of disclosures
by Sellers of their former ownership of the Busgedn furtherance thereof, as promptly as
practicable but in no event later than one hundseshty (120) days following the Closing Date,
each Seller shall remove any Purchased Busines& Namemarks from its legal name by
appropriate legal proceedings in the jurisdictibsuch Seller's organization.

ARTICLE IX

EMPLOYEE AND EMPLOYEE BENEFITSMATTERS; TAX MATTERS
Section 9.1 Employment

(@) Transferred EmployeesAt least five (5) days prior to the Closing,
Purchaser shall deliver, in writing individually generally, an offer of employment
commencing on the Closing Date and contingent uperClosing, on an at-will basis (except to
the extent otherwise expressly agreed in a wrigigged by Purchaser and such Employee) and
on such other terms and conditions as Purchasedetaymine, to substantially all of the
Employees who remain employed by Sellers and aré@ging services with respect to the
Purchased Assets immediately prior to the Closiagch individuals who accept such offer are
hereinafter referred to as the “Transferred EmpayeFor the avoidance of doubt, Purchaser
shall not be required to offer employment to anypkyees providing services with respect to
Closing Date Leased Properties as to which Purcledesets the Agency Alternative and such
employees shall not be Transferred Employees.

(b)  Standard ProcedurePursuant to the “Standard Procedure” provided in
Section 4 of Revenue Procedure 2004-53, 2004-2 ZDA(i) Purchaser and Seller shall report
on a predecessor/successor basis as set fortinth@jeSeller will not be relieved from filing a
Form W-2 with respect to any Transferred Employaes, (iii) Purchaser will undertake to file
(or cause to be filed) a Form W-2 for each sucm3fierred Employee with respect to the portion
of the year during which such Employees are empldoyePurchaser that includes the Closing
Date, excluding the portion of such year that dtoiployee was employed by Seller or its
Subsidiaries.

Section 9.2 Employee Benefits

(@  Accrued Vacation Purchaser shall be responsible for all Lialeisitwith
respect to Transferred Employees attributableeo ticcrued and unused vacation, sick days
and personal days through the Closing Date.

(b)  Accrued Wages and Bonu®urchaser shall assume and pay all accrued
and unpaid wages of Transferred Employees thraugitCtosing Date.
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(© Severance Sellers shall be and remain solely responsidni@lf severance
Liabilities and obligations arising under any plamgram, policy or agreement of or with
Sellers or their Affiliates (other than any Non-D@bSubsidiaries).

(d) COBRA. Purchaser shall provide continuation coveragkeuits group
medical plan pursuant to ERISA or Section 4980BhefCode to all Employees as of the
Closing Date and their respective qualified benafies as of the Closing Date, all former
Employees and their qualified beneficiaries whoearttled to such coverage as of the Closing
Date under the Employee Benefit Plans, and allrdtiféected employees” as defined for
purposes of ERISA and Section 4980B of the Codetlaeid qualified beneficiaries.

(e) WARN Act. Within five (5) Business Days after the datecloérSellers
shall provide notice to such Employees of Selleeas they determine, in their sole discretion,
could be entitled to such notice in accordance wighWARN Act or similar state Laws.

() Nothing contained in this Section ®P elsewhere in this Agreement shall
be construed to prevent the termination of employroéany Transferred Employee or any
change in the employee benefits available to aapdterred Employee.

Section 9.3 Tax Matters

€)) Transfer TaxesAll sales, transfer, filing, recordation, regatton,
documentary, stamp, value-added, goods and semcksimilar Taxes and fees arising from or
associated with the Transactions (collectively diisfer Taxe$, whether levied on Purchaser or
Sellers, shall be paid by Sellers. Sellers shalbare at Sellers’ expense, with Purchaser’s
cooperation, any necessary Tax Returns and otleemaentation with respect to any Transfer
Taxes, and the party required by law to file sualk Return shall timely do so.

(b) From the date of this Agreement until the Closengy] taking into account
Section 8.2(h)each Seller, on behalf of itself and its Subsidg shall prepare and file (or cause
to be prepared and filed) in accordance with pesttice and in a timely manner all Tax Returns
relating to such Seller, each of its Subsidiaresl the Purchased Assets, that are required to be
filed on or before the Closing Date (after givirftget to any applicable extensions), and shall
pay all Taxes required to be paid by or on behiaduah Seller, its Subsidiaries, and the
Purchased Assets on or before the Closing Datejdged howevey that Sellers shall deliver to
Purchaser (i) a copy of any material Tax Returref@traddle Period or a Pre-Closing Tax
Period and shall consider in good faith any comsieabmitted by Purchaser at least ten
(10) days prior to the due date for filing such Return (after giving effect to any applicable
extensions), and (ii) written notice of any matefiax payment obligation for which Sellers are
liable hereunder at least ten (10) Business Daygs fur the date on which such payment is
required to be made. After the Closing, Purchakal prepare and file (or cause to be prepared
and filed) all Tax Returns required to be filedwiespect to the Purchased Assets. In
connection with the foregoing, Sellers shall paycRaser, prior to the payment due date, any
amounts attributable to any Tax obligation whiclk@lers’ responsibility under Section 2.4(e)
provided however that Purchaser shall deliver to Sellers (i) aycofpany material Tax Return
and shall consider in good faith any comments stibthby Sellers at least ten (10) days prior to
the due date for filing such Tax Return (after ggveffect to any applicable extensions), and
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(ii) written notice of any material Tax paymentigakion at least ten (10) Business Days prior to
the date on which such payment is required to baeem&Vhenever it is necessary to determine
liability for Taxes in respect of any Seller, arfyits Subsidiaries or the Purchased Assets for a
Straddle Period, the portion of such Tax whichtesldo the portion of the Straddle Period
ending on the Closing Date shall (i) in the casarof Taxes, other than Taxes based upon or
related to income or receipts, be deemed to bartimint of such Tax for the entire Straddle
Period multiplied by a fraction, the numerator dfieh is the number of days in the portion of
the Straddle Period ending on the Closing Datetb@dienominator of which is the number of
days in the entire Straddle Period; and (ii) in¢hse of any Tax based upon or related to income
or receipts, be deemed equal to the amount whiclidame payable on the basis of an interim
closing of the books as of the end of the ClosiageD The dispute resolution provisions of
Section 3.5hould apply in the case of any disagreement regpect to any Tax Returns
governed under this Section 9.3(b)

(c) Sellers, at their expense, shall have the rightnbtithe obligation, to
control the conduct of the defense of any audiine) proceeding, investigation, or other
controversy relating solely to Taxes (“Tax Cldjrfor which Sellers are liable pursuant to
Section 2.4(e)provided however that Sellers will not have the right to settley snch Tax
Claim if the resolution or determination of suchxT@aim is reasonably likely to adversely
affect Purchaser without first obtaining Purchaserfitten consent, such consent to not be
unreasonably withheld, conditioned or delayed.cRaser shall control the conduct of all other
Tax Claims;_providedhowevey that if such Tax Claim, if successful, could zably be
expected to result in any Tax for which Sellers rhayesponsible for under this Agreement,
Purchaser shall (i) promptly notify Sellers in wrg of such claim, (ii) notify Sellers of any
significant developments regarding such claim) ¢idnsider in good faith recommendations of
Sellers in connection with such claim, and (iv) settle any such claim without first obtaining
Sellers’ written consent, such consent to not ieasonably withheld, conditioned or delayed.

(d) Sellers shall cause any Tax allocation, Tax shaondax indemnity
agreement or arrangement (other than this Agregrbetween any Non-Debtor Subsidiary and
any Debtor Subsidiary, or between two Non-Debtdrsgliaries, to be terminated as of the
Closing Date (but only as between such subsidiasied not any third party), and, after the
Closing Date, such Non-Debtor Subsidiary shallormer be bound thereby or have rights or
liabilities thereunder.

(e) Sellers acknowledge and agree that no restructachygities shall be
undertaken by any Seller or any of its Affiliatesconnection with the Bankruptcy Cases (or
otherwise) that may produce any material adversecbasequences for Purchaser and its
Affiliates. Upon Purchaser’s request, the Padieall use their reasonable best efforts to
restructure the transactions contemplated by tgieément in a Tax-efficient manner.
Purchaser may, in its sole discretion and expanake (or cause to be made) an election under
Section 338(g) of the Code (and any correspondirginailar provision of state or local Law)
with respect to the acquisition of any Non-Debtab&diary that is treated as an association
taxable as a corporation for U.S. federal income giaposes, providedowever that such
election shall not materially adversely effect afysellers.
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() Sellers, on the one hand, and Purchaser will peogath other with such
cooperation and information as either of them reably may request of the other in filing any
Tax Return, amended Tax Return or claim for refuledermining a liability for Taxes or a right
to a refund of Taxes, or participating in or conthg any audit or other proceeding in respect of
Taxes. Such cooperation and information shaluicelproviding copies of relevant Tax Returns
or portions thereof, together with accompanyingesicites, related work papers and documents
relating to rulings and other determinations byimgxAuthorities. Any information obtained
under this Section 9.€hall be kept confidential except as may be otlserwecessary in
connection with the filing of Tax Returns or claifes refund or in conducting any audit or other
proceeding.

(@)  Anyreimbursement payment to be made pursuanigdireement shall
be treated by the Parties as an adjustment todkk Burchase Price for all Tax purposes.

ARTICLE X

CONDITIONSTO CLOSING

Section 10.1 Conditions Precedent to Obligations of Purchagére obligation of
Purchaser to consummate the transactions conteed@stthis Agreement is subject to the
fulfillment, on or prior to the Closing Date, ofaaof the following conditions (any or all of
which may be waived by Purchaser, in its sole disan, in whole or in part to the extent
permitted by Applicable Law):

(@) the representations and warranties of Sellersostt iin this Agreement
shall be true and correct at and as of the Clogirgept to the extent such representations and
warranties expressly relate to an earlier datevfirch case such representations and warranties
shall be true and correct on and as of such eadit); providedhowevey that in the event of a
breach of a representation or warranty other thapeesentation or warranty qualified by
materiality or Seller Material Adverse Effect, thendition set forth in this Section 10.1&hall
be deemed satisfied unless the effect of all suehdhes of representations and warranties taken
together results in a Seller Material Adverse Bffaod Purchaser shall have received a
certificate signed by an authorized officer of e&eller (in form and substance reasonably
satisfactory to Purchaser), dated the Closing Datsuych effect;

(b)  Sellers shall have performed and complied in aliemal respects with all
obligations and agreements required in this Agregrnwebe performed or complied with by
them prior to the Closing Date, and Purchaser $taalé received a certificate signed by an
authorized officer of each Seller, dated the Clg$kate, to the forgoing effect;

(c) Sellers shall have executed, delivered and/or fBleduthorized Purchaser
to file such termination statements, lien releadesgharges, financing change statements or
other documents, notices or other instruments ashBser may reasonably deem necessary to
release Liens (other than Permitted Liens) on tivelRased Assets, to the extent Sellers are
authorized to do so absent the consent of the hofdée Lien;
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(d) Sellers shall have completed the Store liquidateoms closures of the
Initial Liquidating Stores and the Stores set fontischedule 10.1(das such schedule shall be
updated from time to time to reflect the Storebediquidated pursuant to Section 8.8(a)

(e)  Sellers shall have delivered, or caused to be eled; to Purchaser all of
the items set forth in Section 44hd

() all material consents (or in lieu thereof waiveacs)he performance by
Sellers of their obligations under this Agreemantioathe consummation of the Transactions
contemplated hereby as are required under any &ziritr which any Seller or Non-Debtor
Subsidiary is a party or by which any of their msp/e assets and properties are bound (i) shall
have been obtained, (ii) shall be in form and sarxs# reasonably satisfactory to Purchaser,
(i) shall not be subject to the satisfaction afyaondition that has not been satisfied or waived
and (iv) shall be in full force and effect, excegtere the failure to obtain any such consent (or
in lieu thereof waiver) could not reasonably beestpd, individually or in the aggregate with
other such failures, to result in a Seller MatefdVerse Effect.

Section 10.2 Conditions Precedent to Obligations of Selleffie obligations of Sellers
to consummate the transactions contemplated byAtinisement are subject to the fulfillment,
prior to or on the Closing Date, of each of thédwing conditions (any or all of which may be
waived by Sellers, in their sole discretion, in \ehor in part to the extent permitted by
Applicable Law):

(@ the representations and warranties of Purchaséorsietn this Agreement
shall be true and correct at and as of the Clogirggpt to the extent such representations and
warranties expressly relate to an earlier datevfirth case such representations and warranties
shall be true and correct on and as of such ealdits);_providedhowevey that in the event of a
breach of a representation or warranty other thapeesentation or warranty qualified by
materiality or Purchaser Material Adverse Effelag tondition set forth in this Section 102(a
shall be deemed satisfied unless the effect afuah breaches of representations and warranties
taken together results in a Purchaser Material AsbvEffect, and Sellers shall have received a
certificate signed by an authorized officer of Fager (in form and substance reasonably
satisfactory to Sellers), dated the Closing Datesuch effect;

(b) Purchaser shall have performed and complied imatkrial respects with
all obligations and agreements required by thise&grent to be performed or complied with by
Purchaser on or prior to the Closing Date, andeB&eBhall have received a certificate signed by
an authorized officer of Purchaser, dated the @ipBiate, to the foregoing effect;

(c) Sellers shall have obtained authorization to usé callateral to fund
(i) all of the wind-down costs of the estates ia Bankruptcy Cases in accordance with the
Estimated Wind Down Expenses and (ii) the costssael expenses related to Store Closing
Liquidations occurring following the Closing in aexdance with the Approved Sale Expenses;

(d) Purchaser shall have paid in full or otherwisessiatil all Cure Costs with
respect to the Purchaser Assumed Contracts shtdorEchedule 1.1(g@yior to or on the
Closing Date; and
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(e) Purchaser shall have delivered, or caused to Ineeded], to Sellers all of
the items set forth in Section 4.3

Section 10.3 Conditions Precedent to Obligations of Purchasdr3gllers The
respective obligations of Purchaser and Sellec®tsummate the transactions contemplated by
this Agreement are subject to the fulfillment, arpagor to the Closing Date, of each of the
following conditions (any or all of which may be m@d by Purchaser and Sellers in whole or in
part to the extent permitted by Applicable Law):

(@  there shall not be in effect any Law or Order iy@ernmental Authority
of competent jurisdiction restraining, enjoiningatherwise prohibiting the consummation of the
Transactions;

(b) the Bankruptcy Court shall have entered the Bidéirmcedures Order
and such Order shall be in full force and effeat ahall not have been reversed, modified,
amended or stayed,;

(c) the Bankruptcy Court shall have entered the SatkeOand such Order
shall be in full force and effect and shall not édeen reversed, modified, amended or stayed,;
and

(d) the waiting period applicable to the transactiomstemplated by this
Agreement under the HSR Act shall have expiredadlyéermination shall have been granted
and the Parties shall have obtained any other atreeproval, order or authorization of, or
registration, declaration or filing with, any Gomerental Authority required to be obtained or
made in connection with the execution and delivdrthis Agreement or the performance of the
Transactions.

Section 10.4 Frustration of Closing ConditiondNeither Sellers nor Purchaser may rely
on the failure of any condition set forth_in Sentit0.], Section 10.2r Section 10.3as the case
may be, if such failure was caused by such Paf#yligre to comply with any provision of this
Agreement.

ARTICLE XI

LIMITATIONS

Section 11.1 Purchaser’s Review

€)) No Reliance Purchaser has had the opportunity to ask quesstand has
received sufficient answers, in connection withdiggision to enter into this Agreement, and to
consummate the Transactions. In connection witettecution and delivery of this Agreement
and the consummation of the Transactions, Purclesenot relied upon, and Purchaser
expressly waives and releases Sellers from anyilityator any claims relating to or arising
from, any representation, warranty, statement,agjwlocument, projection, or other information
of any type provided by Sellers or their Affiliatesany of their respective Representatives,
except for those representations and warrantiesesgly set forth in Article V In deciding to
enter into this Agreement, and to consummate thesactions, Purchaser has relied solely upon
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its own knowledge, investigation, judgment and wsial(and that of its Representatives) and not
on any disclosure or representation made by, odatyto disclose on the part of, Sellers or
their Affiliates or any of their respective Repnetives, other than the express representations
and warranties of Seller set forth_in Article V

(b) Limited Duties Any and all duties and obligations which anytiPanay
have to any other Party with respect to or in cetiog with the Purchased Assets, this
Agreement or the Transactions are limited to thepsifically set forth in this Agreement.
Neither the duties nor obligations of any Party, the rights of any Party, shall be expanded
beyond the terms of this Agreement on the basangflegal or equitable principle or on any
other basis whatsoever.

Section 11.2 No Consequential or Punitive Damagé#¢O PARTY (OR ITS
AFFILIATES OR REPRESENTATIVES) SHALL, UNDER ANY CIRUMSTANCE, BE
LIABLE TO THE OTHER PARTY (OR ITS AFFILIATES OR REHRESENTATIVES) FOR
ANY CONSEQUENTIAL, EXEMPLARY, SPECIAL, INCIDENTAL @R PUNITIVE
DAMAGES CLAIMED BY SUCH OTHER PARTY UNDER THE TERM®F OR DUE TO
ANY BREACH OF THIS AGREEMENT, INCLUDING LOSS OF REBNUE OR INCOME,
DAMAGES BASED ON ANY MULTIPLIER OF PROFITS OR OTHERALUATION
METRIC, COST OF CAPITAL, DIMINUTION OF VALUE OR LOS OF BUSINESS
REPUTATION OR OPPORTUNITY.

ARTICLE XIl1

MISCELLANEOQOUS

Section 12.1 Survival of Representations, Warranties, CovenantsAgreementsThe
representations and warranties of any Party madgrhén any Transaction Document or in any
other instrument delivered pursuant to this Agresnstall terminate at the Closing, or upon
termination of this Agreement pursuant to Sectigh dnd, following the Closing or the
termination of this Agreement, as the case mayhage shall be no Liability in respect thereof
on the part of any Party or any of its Represeraati Except with respect to covenants or
agreements which are to be performed on or prithécClosing, all covenants and agreements
contained in this Agreement shall survive the Qigsh accordance with their respective terms;
provided that any covenant or agreement contained hereas&survival is not limited by its
terms shall survive until fully performed in accamte with its terms.

Section 12.2 Remedies

(@) The Parties acknowledge and agree that the follpwemedies shall be
available upon the following occurrences:

) the sole remedy available to Purchaser in the exesellers’
breach of this Agreement shall be to terminate Aigigeement pursuant to and to the extent
permitted by Section 4.dnd, to the extent provided in Section 4.5{b)eceive the
Reimbursable Expenses and, to the extent provid&gction 3.2(h)the Deposit; and
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(i) the sole remedy available to Sellers in the eveRuochaser’s
breach of this Agreement shall be to terminate Algigeement pursuant to and to the extent
permitted by (A) Section 4.4(lm) the event that Closing does not occur on ootieefhe Outside
Date solely as a result of Purchaser’'s materiadiref its obligations under this Agreement
(including payment of the Closing Date Payment pain$ to_Section 3)3r (B) Section 4.4(j)
and in connection therewith to receive the Deptsithe extent provided in Section 3.2(&3
liquidated damages.

(b)  The Parties acknowledge and agree that no Parliyhstva the right to
seek injunctive or other similar relief to preventremedy any breach or purported breach
hereof, except to enforce the payment of the Reisahle Expenses as provided in
Section 12.14nd the retention or delivery of the Deposit as/led in_Section 3.2(kgnd in
the Escrow Agreement.

Section 12.3 Expenses Except as otherwise set forth in this Agreemiactuding with
respect to Reimbursable Expenses, each Partytstalits own expenses (including attorneys’
fees) incurred in connection with the negotiatiod axecution of this Agreement and each other
agreement, document and instrument contemplatedband the consummation of the
Transactions contemplated hereby and thereby; gedvihowevey Purchaser shall bear sole
responsibility for any governmental charges reatmHSR Act filing fees by Purchaser and its
Affiliates and any UCC-3 filing fees, FAA, ICC, DQTeal estate, title recording or filing fees
and other amounts payable in respect of trandfiegé$i in connection with the transactions
contemplated by this Agreement, which fees, expeand other amounts shall constitute
Reimbursable Expenses and shall be reimbursedrabh&ser as provided in Section 3.3(b)(v)
upon Closing or otherwise pursuant to Section 4.5(b

Section 12.4 Non-Recourse The Parties acknowledge and agree that no pasient
or future director, officer, employee, incorporatmember, partner, stockholder, agent, attorney,
Representative or Affiliate of the Parties to tAgreement, in such capacity, shall have any
liability for any obligations or liabilities of Pahaser or Sellers, as applicable, under this
Agreement or for any claim based on, in respeabiolfy reason of, the Transactions.

Section 12.5 Submission to Jurisdiction

(@  Without limiting any Party’s right to appeal anyder of the Bankruptcy
Court, (i) the Bankruptcy Court shall retain exohegurisdiction to enforce the terms of this
Agreement and to decide any claims or disputes grtfteParties which may arise or result
from, or be connected with, this Agreement, anyabineor default hereunder, or the
Transactions, and (ii) any and all Actions relaiethe foregoing shall be filed and maintained
only in the Bankruptcy Court, and the Parties hgi@mnsent to and submit to the jurisdiction
and venue of the Bankruptcy Court for such purpasekshall receive notices at such locations
as indicated in Section 12.1drovided however that if the Bankruptcy Cases have been fully
and finally dismissed and the Bankruptcy Court ithedl jurisdiction, the Parties agree to and
hereby unconditionally and irrevocably submit te #xclusive jurisdiction of the United States
District Court for the Southern District of New Yositting in New York County.
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(b) The Parties hereby unconditionally and irrevocatdyve, to the fullest
extent permitted by Applicable Law, any objectiohieth they may now or hereafter have to the
laying of venue of any dispute arising out of datiag to this Agreement or any of the
Transactions brought in any court specified in sgben (a) above, or any defense of
inconvenient forum for the maintenance of suchutisp Each of the Parties agrees that a
judgment in any such dispute may be enforced iergtirisdictions by suit on the judgment or in
any other manner provided by Law.

(c) Each of the Parties hereby consents to procesg bemed by any Party
in any suit, Action or proceeding by the mailingaofopy thereof in accordance with the
provisions of Section 12.1 provided however that such service shall not be effective ungl th
actual receipt thereof by the Party being served.

Section 12.6 Waiver of Jury Trial THE PARTIES HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVE, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT THAT THEY MAY HAVE TO TRIAL BY JURY OF
ANY CLAIM OR CAUSE OF ACTION, OR IN ANY PROCEEDINGDIRECTLY OR
INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ONONTRACT,
TORT, OR ANY OTHER THEORY). EACH PARTY (A) CERTIES THAT NO
REPRESENTATIVE, AGENT, OR ATTORNEY OF ANY OTHER PAR HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH ORHEARTY WOULD
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THFOREGOING WAIVER
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTY H/&A BEEN INDUCED
TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS HE MUTUAL
WAIVERS AND CERTIFICATIONS IN THIS_SECTION 12.6

Section 12.7 Authorization of Parent as Representative of Sgller

€)) By entering into and executing this Agreement,&slirrevocably make,
constitute and appoint Parent as their agent, tefeeas of the date hereof, and authorize and
empower Parent to fulfill the role of Sellers’ repentative hereunder, and each Seller appoints
Parent as such Person’s true and lawful attornégcinand agent, for such Person and in such
Person’s name, place and stead for all purposesssaiy or desirable in order for Parent to take
all actions contemplated by this Agreement, with ability to execute and deliver all
instruments, certificates and other documents efyekind incident to the foregoing to all
intents and purposes and with the same effectasSeller could do personally, including to
give and receive notices and communications; teaitip such deliveries, to agree to, negotiate,
enter into settlements and compromises of, and owith orders of courts with respect to such
claims; and to take all actions necessary or ap@i@oin the judgment of Parent for the
accomplishment of the foregoing. The dissolutl@muidation, insolvency or bankruptcy of any
Seller shall not terminate the authority and agesfdyarent as each Seller’'s representative
pursuant to this Section 12.The power of attorney granted in this Sectiory 12 coupled with
an interest and is irrevocable.

(b) Purchaser shall be entitled to rely exclusivelyrupay communication
given or other action taken by Parent pursuartigoAgreement, and shall not be liable for any
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action taken or not taken in good faith relianceaarommunication or other instruction from
Parent.

Section 12.8 Time of EssenceWith regard to all dates and time periods sghfor
referred to in this Agreement, time is of the essen

Section 12.9 Entire Agreement; Amendments and Waiversis Agreement (including
the Schedules and Exhibits hereto) and the otharshction Documents represent the entire
understanding and agreement between the Partiesegpect to the subject matter hereof and
supersedes all prior discussions and agreementedethe Parties with respect to the subject
matter hereof. This Agreement can be amended]aumepted or changed, and any provision
hereof can be waived, only by written instrumenkim@ specific reference to this Agreement
signed by the Party against whom enforcement ofsaishh amendment, supplement,
modification or waiver is sought. No action takmmsuant to this Agreement, including any
investigation by or on behalf of any Party, shalldeemed to constitute a waiver by the Party
taking such action of compliance with any represgon, warranty, covenant or agreement
contained herein. The waiver by any Party of atineof any provision of this Agreement shall
not operate or be construed as a further or cangnwaiver of such breach or as a waiver of any
other or subsequent breach. No failure on thegdaahy Party to exercise, and no delay in
exercising, any right, power or remedy hereundell siperate as a waiver thereof, nor shall any
single or partial exercise of such right, poweremedy by such Party preclude any other or
further exercise thereof or the exercise of angiotight, power or remedy.

Section 12.10Governing Law THIS AGREEMENT, THE RIGHTS AND
OBLIGATIONS OF THE PARTIES HEREUNDER, AND ANY CLAIMDR CONTROVERSY
(WHETHER BASED ON CONTRACT, TORT, OR ANY OTHER THEY) DIRECTLY OR
INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEENT OR THE
NEGOTIATION, EXECUTION OR PERFORMANCE OF THIS AGRBMENT (INCLUDING
ANY CLAIM OR CAUSE OF ACTION BASED UPON, ARISING OUOF OR RELATED
TO ANY REPRESENTATION OR WARRANTY MADE IN OR IN CONECTION WITH
THIS AGREEMENT OR AS AN INDUCEMENT TO ENTER INTO TIS AGREEMENT),
INCLUDING ALL MATTERS OF CONSTRUCTION, VALIDITY AND PERFORMANCE,
SHALL IN ALL RESPECTS BE GOVERNED BY AND INTERPRETE CONSTRUED,
AND DETERMINED IN ACCORDANCE WITH THE INTERNAL LAWSOF THE STATE
OF NEW YORK (WITHOUT REGARD TO ANY CONFLICT OF LAW®ROVISION THAT
WOULD REQUIRE THE APPLICATION OF THE LAW OF ANY OTHR JURISDICTION)
AND, TO THE EXTENT APPLICABLE, THE BANKRUPTCY CODE.

Section 12.11Notices All notices and other communications under Agseement
shall be in writing and shall be deemed duly gitigmhen delivered personally or by prepaid
overnight courier, with a record of receipt, (hetfourth day after mailing if mailed by certified
mail, return receipt requested, or (iii) the dayrahsmission, if sent by facsimile or telecopy
during regular business hours or the Business Baytaansmission, if sent after regular
business hours (with a copy promptly sent by peepaernight courier with record of receipt or
by certified mail, return receipt requested), te Barties at the following addresses or facsimile
numbers (or to such other address or facsimile rmurab a Party may have specified by notice
given to the other Parties pursuant to this Sedtiha)):
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If to Sellers:

Blockbuster Inc.

1201 Elm Street

Dallas, Texas 75270
Phone: (214) 854-4081
Fax: (214) 854-4321
Attention: General Counsel

With a copy to:

Weil, Gotshal & Manges LLP

200 Crescent Court, Suite 300

Dallas, Texas 75201

Phone: 214-746-8178

Fax: 214-746-7777

Attention: D. Gilbert Friedlander
Martin A. Sosland

If to Purchaser:

Cobalt Video Holdco LLC
c/o Milbank, Tweed, Hadley & McCloy LLP
One Chase Manhattan Plaza
New York, New York 10005
Facsimile: (212) 530-5219
Attention: Thomas C. Janson, Esq.
Mark Shinderman, Esq.

Section 12.12Severability If any term or provision of this Agreement isafid, illegal
or incapable of being enforced by Law or publicipglall other terms and provisions hereof
shall nevertheless remain in full force and effaxtong as the legal substance of the
Transactions is not affected in any manner matgr@alverse to any Party. Upon such
determination that any term or provision is invalllkgal or incapable of being enforced, the
Parties shall negotiate in good faith to modifistAgreement so as to effect the original intent of
the Parties as closely as possible in an acceptadot@er in order that the Transactions are
consummated as originally contemplated to the gs¢@xtent possible.

Section 12.13No Right of Set-Off Purchaser for itself and for its Affiliates, sessors
and assigns hereby unconditionally and irrevocalaives any rights of set-off, netting, offset,
recoupment, or similar rights that Purchaser orariis Affiliates, successors and assigns has or
may have with respect to the payment of the PuecRage or any other payments to be made by
Purchaser pursuant to this Agreement or any otbenrdent or instrument delivered by
Purchaser in connection herewith. Each of Selfergtself and for its Affiliates, successors and
assigns hereby unconditionally and irrevocably waigny rights of set-off, netting, offset,
recoupment, or similar rights that Sellers or ahtheir Affiliates, successors and assigns has or
may have with respect to the payment of the Reisdhle Expenses or any other payments to be
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made by Sellers pursuant to this Agreement or aimgraocument or instrument delivered by
Sellers in connection herewith.

Section 12.14Expense Reimbursemer8ubject to entry of the Bidding Procedures
Order, Purchaser shall be entitled to receive thienBursable Expenses as follows: (i) in the
event that the Closing occurs, as a reductionarathount of cash payable pursuant to the
Closing Date Payment, in accordance with Secti8(b3\V) or (ii) in the event that this
Agreement is properly terminated pursuant to Sectid (other than Sections 4.4(&).4(i),

4.4(1) or 4.4(m), from Sellers, as an Administrative Priority Erge (as defined in the Bidding
Procedures Order) and in accordance with Sectilipy.

Section 12.15Binding Effect; AssignmentThis Agreement shall be binding solely upon
and inure to the benefit of the Parties and trespective successors and permitted assigns.
Nothing in this Agreement shall create or be deetoenteate any third party beneficiary rights
in any Person not a Party to this Agreement exicefte extent provided in Section 12.KMo
assignment of this Agreement or of any rights digalions hereunder may be made by any
Party (by operation of law or otherwise) withoug tbrior written consent of the other Party and
any attempted assignment without the required caashall be void; providedhowever that
(i) prior to the Closing, Purchaser may assign gseement and any or all rights or obligations
hereunder (including Purchaser’s right to purchiasePurchased Assets and assume the
Assumed Liabilities) to any Affiliate of Purchassrd (ii) after the Closing, Purchaser (or its
permitted assignee) shall have the right to asssgights and/or delegate its obligations
hereunder (A) to any Affiliates, (B) to any finangisources for collateral purposes or (C) to any
subsequent purchaser of all or any portion of theksor assets of Purchaser or the Business.
Upon any such permitted assignment, the referandéss Agreement to Purchaser shall also
apply to any such assignee unless the contextvaiferequires.

Section 12.16Counterparts This Agreement may be executed and deliveraiu@ng
by electronic transmission) in any number of cotpads, each of which shall be deemed an
original, but all of which together shall constéuine and the same instrument.

[The Remainder of This Page Is Intentionally Leffhrik.]
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IN WITNESS WHEREOQF, each of the Parties hereto has caused this Agreement to be
executed by its respective officers thereunto duly authorized, as applicable, all as of the date first
above written.

BLOCKBUSTER INC.

BLOCKBUSTER PROCUREMENT LP,

By: Blockbuster Distribution, Inc.,
its General Partner

Natge: RN\ M<Dona td
Title: VP )G erars) Couqsw (

BLOCKBUSTER CANADA INC.
BLOCKBUSTER DIGITAL TECHNOLOGIES INC.
BLOCKBUSTER DISTRIBUTION, INC.
BLOCKBUSTER GIFT CARD, INC.
BLOCKBUSTER GLOBAL SERVICES INC.
BLOCKBUSTER INTERNATIONAL SPAIN INC.
BLOCKBUSTER INVESTMENTS LLC
BLOCKBUSTER VIDEO ITALY INC.
MOVIELINK, LLC

TRADING ZONE, INC.

B2 LLC

. X D)

Narje: Red\ M< Done|d
TileNSVP ){ Germara | CToUnsa |
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COBALT VIDEO HOLDCO LLC

Name: Andrew Herenstein
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

Name:
Title: Authorized Signatory
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COBALT VIDEO HOLDCO LLC

Si

y/
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory
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COBALT VIDEO HOLDCO LLC

By:
Name:
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

. 2
/’7 "
By: /g//f)”)
Mame: 6(.«,1& P f?au\@k-
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

[ASSET PURCHASE AND SALE AGREEMENT SIGNATURE PAGE]




COBALT VIDEO HOLDCO LLC

By:

Name:
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

By:

Name:
Title: Authorized Signatory

By;mé/ﬁ/

JToraan a{ffk}

Title: Authorized Sign
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EXHIBIT A

Form of Agency and License Agreement



FORM OF AGENCY AND LICENSE AGREEMENT

This Agency and License Agreement (this_ “Agreerfjendated as of
| |, 2011, is made and entered into by amdng Blockbuster Inc., a Delaware
corporation (“Pareri}, each of the Debtor Subsidiaries (together viAtrent, the “Selletsand
individually a “Sellef) and Cobalt Video Holdco LLC, a Delaware limitkability company, or
its designee or assignee (“PurchdseAll references herein to Purchaser shall bgliapble to
the Purchaser’s designee or assignee.

RECITALS

WHEREAS, Sellers and Purchaser are parties tocerain Asset Purchase and
Sale Agreement, dated as of February [ ], 201& (Burchase Agreemét pursuant to
which, among other things, Sellers shall sell tacRaser, and Purchaser shall purchase from
Sellers, all of Sellers’ right, title and interestand to the Purchased Assets and Purchaser shall
assume from Sellers and thereafter pay, discharg@erform the Assumed Liabilities;

WHEREAS, on September 23, 2010, Sellers filed vialyn petitions for relief
under chapter 11 of title 11 of the United Statesl€; 11 U.S.C. § 10dt seqg. (the “Bankruptcy
Codé), in the United States Bankruptcy Court for theughern District of New York (the
“Bankruptcy Court);

WHEREAS, as contemplated by Section 8.8(b) of theclase Agreement,
Purchaser may elect, in lieu of purchasing andntakitle to and possession of certain of the
inventory, tangible personal property and otheetstcated at certain of Sellers’ Stores and
Distribution Centers, to act as exclusive agenthef Sellers for the purpose of liquidating such
assets in such Stores and Distribution CentersctwBitores and Distribution Centers are set
forth on Exhibit A(the “Designated Liquidation Stofg¢shrough the conduct of “store closing”
or similar going out of business sales (the "Satleiring the Liquidation Period, and the Parties
are entering into this Agreement to provide for thiens, conditions and procedures applicable
to the conduct of such Store Closing Liquidaticars]

WHEREAS, Sellers have agreed and the Bankruptcyt®as approved, to grant
Purchaser a right and license to use the Designatpddation Stores for the purpose of
conducting the Sale in each such Designated LigowleStore, with each such Sale to be
completed no later than the Sale Termination Diiee ‘Store Closing Licen&g

NOW, THEREFORE, in consideration of the mutual ceves and agreements
set forth herein, and for other good and valualoleseration, the receipt and sufficiency of
which are hereby acknowledged, Purchaser and Sélgeby agree as follows:

Section 1.

1.1 Defined Terms The terms set forth below are defined in thetiSes
referenced of this Agreement. Capitalized termsduserein and not otherwise defined shall
have the meanings given to such terms in the Psechgreement:




Defined Term Section Reference
Additional Goods Section 8.7
Administrative Services Section 4.1(d)
Agency Accounts Section 7.2(a)
Agreement Preamble
Bankruptcy Code Recitals
Bankruptcy Court Recitals
Designated Liquidation Store(s) Recitals
Designated Seller Accounts Section 7.2(b)
Events of Default Section 12
Excluded Benefits Section 4.4
Expenses Section 4.1
FF&E Section 13
Final Reconciliation Section 8.6
Liquidation FF&E Section 7.1
Liquidation Merchandise Section 5.1
Parent Preamble
Proceeds Section 7.1
Purchase Agreement Recitals
Purchaser Preamble
Purchaser Claim Section 11.5
Real Estate Occupancy Expenses  Section 4.1(b)
Retained Employee Section 9.1
Sale Recitals
Sale Commencement Date Section 6.1
Sale Term Section 6.1
Sale Termination Date Section 6.1
Sales Tax Account Section 8.3
Sales Taxes Section 8.3
Seller Account Usage Period Section 7.2(a)
Sellers Preamble
Store Closing License Recitals
Store License Period Section 2.1(b)
Supplies Section 8.4
Vacate Date Section 6.2

1.2  Exhibits The Exhibits annexed to this Agreement, asdistelow, are an
integral part of this Agreement:

Exhibit Section Description
Exhibit A Recitals Designated Liquidation Stores




1.3 Currency Unless otherwise specified, all references tmetary
amounts refer to United States dollars.

Section 2.  Appointment as Sellers’ Agent

2.1  Appointment of Agent and Grant of License(a) Sellers hereby
irrevocably appoint Purchaser (or its designeessigaee) to act as Sellers’ exclusive agent for
the limited purpose of conducting the Sale in adance with the terms and conditions of this
Agreement, the Purchase Agreement and the Sale.Orde

(b)  Authorization to Occupy and Manage the Designategiilation Stores
and Corporate Office Sellers hereby grant to Purchaser, effectivefathe date hereof and
through and including the Sale Termination Date da$ined herein) (the “Store License
Period), the Store Closing License and the right to gmcand use the Designated Liquidation
Stores and the furniture, fixtures, equipment aads@nal property located thereat and agree to
use their commercially reasonable efforts to pre\rRdirchaser, at all times during the Sale Term,
full access to the books and records and Contrast¢sl or useful in the operation of the
Designated Liquidation Stores, for the purpose afducting the Sale in accordance with the
terms and conditions of this Agreement, the Purelfggeement and the Sale Order. During the
Store License Period, Purchaser shall be undelutoor obligation to take any directions from
Sellers or their Subsidiaries in connection wite tonduct of the Sale and the operation and
management of the Designated Liquidation Stordgrahan with respect to (i) any Employees
of Sellers with respect to matters unrelated taSake, (i) any terms of the Real Property Leases
pursuant to which such Designated Liquidation Stersubject except as authorized herein and
by the Sale Order and (iii) any applicable orddrghe Bankruptcy Court; and no landlord-tenant
relationship shall be created hereby.

(© Operations For the Account of Purchas@&he conduct of the Sale and the
disposition of the Liquidation Merchandise and thiquidation FF&E shall be for the sole
account of Purchaser, subject to the obligationBwthaser with respect to Expenses, and all
Proceeds shall be the property of Purchaser only.

Section 3. Method of Payment

3.1 Wire Transfers All amounts required to be paid by Purchaser ¢tie8s
under any provision of this Agreement shall be mlagevire transfer of immediately available
funds which shall be wired by Purchaser to a Padmdignated account identified and
communicated in writing to Purchaser not later ttvam (2) Business Days prior to the Closing.

Section 4. Expenses of the Sale

4.1 Expenses Purchaser shall be responsible for the Expeimsasred in
conducting the Sale during the Sale Term. As usa&din, “Expensésshall mean only those
operating expenses of the Sale that arise duriagstle Term with respect to each Designated
Liquidation Store (unless otherwise specified h@rand are set forth below:



(@) Base payroll (inclusive of Sellers’ share of paltakes) for all Retained
Employees (as referred to in Section Beteof) used in conducting the Sale for the adiagb
worked (or in the case of hourly employees, theiachours worked) in connection with the
Sale;

(b) actual Real Estate Occupancy Expenses incurred nggpect to each
Designated Liquidation Store; provided, that expsnpaid by Sellers on a monthly or other
periodic basis (if less frequently than daily) wittspect to any Designated Liquidation Store
shall be calculated on a per-diem basis that nsfldbee number of days during the Sale Term of
such Designated Liquidation Store that are covegesuch payment. Notwithstanding such per-
diem reimbursement of Expenses, in the event Psechacates a Designated Liquidation Store
prior to the end of the then current monthly lepsgod, to the extent that Sellers are compelled
to pay the rent in respect of the remainder of sudmthly lease period following Purchaser’s
vacating the premises, such rent amount shall leendd an Expense for purposes of this
Agreement. As used herein, “Real Estate Occup&ixpensesshall mean all applicable rent;
common area maintenance; utilities; security; hkesping; ordinary course maintenance and
repairs; fixed general liability insurance and mdp taxes for each Real Property Lease in
respect of a Designated Liquidation Store to theergxsuch expenses are incurred or become
payable during the Sale Term at any such Desigriatgadation Store;

(© credit card and bank card fees, chargebacks, disgobad debt expense,
check guarantee fees and any other bank chargeasgeto Store operations to the extent such
fees and charges are incurred after the Sale Conemesnt Date in connection with Sales;

(d) actual costs and expenses for administrative sssvieecessary for the
Sale consisting of sales audit, MIS services, PQStems, payroll processing, cash
reconciliation, inventory processing and handlidagta processing and reporting and any similar
services which are, in each case, incurred at ggb&t®ed Liquidation Store (the “Administrative
Serviced); provided that in no event shall Purchaser be responsiblary costs or expenses
arising out of or related to Sellers’ corporatertread functions;

(e) postage, courier and overnight mail charges aneraibsts of transferring
Liguidation Merchandise between and among the Desggl Liquidation Storeas directed in
writing by Purchaser;

() actual costs and expenses incurred by Sellers iforpgng services
requested by Purchaser pursuant to Sectigrab®

() any other documented costs incurred by Sellerseatwritten direction of
Purchaser.

There will be no double payment of Expenses toetitent Expenses appear or are contained in
more than one Expense category.

4.2 Payment of ExpensesAll Expenses incurred during each week of the
Sale (i.e.,Monday through Sunday) shall be paid by Purch&ser on behalf of Sellers, or
offset from Proceeds held by Sellers, immediatelijoWing the weekly Sale reconciliation by




Sellers and Purchaser pursuant to Section Betow, based upon invoices and other
documentation reasonably satisfactory to Purchaser.

4.3 Excluded Expenses“Expenses” shall not include any costs, expemses
liabilities of or relating to the Designated Ligattbn Stores other than those specifically
referenced in_Section 4.For the avoidance of doubt, the following shait be Expenses: (i)
Excluded Benefits; (i) any rent or other occuparexpenses other than the Real Estate
Occupancy Expenses in accordance with Section Mhgfteof; (iii) any other costs, expenses or
liabilities arising during the Sale Term, otherrihthe Expenses listed above, all of which shall
be paid by Sellers promptly when due during thke Sarm, (iv) any costs or expenses arising
out of or related to Sellers’ obligation to compljth any lease return conditions of any Real
Property Lease and (v) any and all costs, expemselaims arising from the sale of Designated
Liquidation Merchandise, including without limitati costs such as “revenue sharing” claims,
charges relating to the sale of previously rentedipct, costs and claims relating to the Sellers'
sale of product to one buyer, and the like.

4.4  Excluded Benefits As used herein, “Excluded Benefighall mean (a) all
employee benefits, including without limitation,cadion days or vacation pay, sick days or sick
leave, maternity leave or other leaves of absetgcmination or severance pay, union dues or
other amounts due under any union contract or colle bargaining agreement, pension
benefits, ERISA coverage and similar contributigmsyroll taxes, worker’s compensation and
health insurance benefits and (b) any obligatiordeuthe WARN Act.

Section 5. Liquidation Merchandise

5.1 Liquidation Merchandise Subject to this AgreemeRbr purposes of this
Agreement, “Liquidation Merchandisshall mean all movie, television program, gamd aall
phone inventory, merchandise, memorabilia, suppliesd and beverage items and other
finished goods inventory owned by Sellers on thee di@reof and located at, or in transit to, the
Designated Liquidation Stores on the date heredfichv shall include, without limitation,
merchandise that Purchaser elects to include irb#ie and located at the Distribution Centers
which are included in the Designated Liquidationr8 and any such items returned to a Store
(regardless of whether such item was purchased forthhe Sale Commencement Date).

5.2  Calculation of Value of the Liquidation Merchandis&he Sellers agree
that, upon the request of Purchaser, they will, agiee to cause their respective representatives
to, cooperate and assist in the preparation anccdlmilation of the aggregate value of the
Liquidation Merchandise included in the Sale, inohg, without limitation, making available to
the extent necessary, books, records, work paperpersonnel. In order to test the validity of
the aggregate value of the Liquidation Merchandseeflected on the Sellers’ current books and
records, subject to the availability of an invegttaking service, on or within ten (10) days after
the Sale Commencement Date, Purchaser may cabsaaken an SKU and retail price physical
inventory of the Liquidation Merchandise locatedhe Designated Liquidation Stores.




Section 6. Sale Term

6.1 Term Purchaser shall have the right to commence #ie & the date
hereof (the “Sale Commencement Datand the Purchaser shall complete the Sale &b eac
Store, and shall vacate each Store’s premises vior faf Sellers or their representative or
assignee on or before the date that is sixty (@9p dafter the Sale Commencement Date (the
“Sale Termination Dat®. The period from the Sale Commencement Dateth® Sale
Termination Date shall be referred to herein as“8ede Termi. The Sale Termination Date
may be, on a location by location basis, extendethbtual written agreement of Purchaser and
Sellers or accelerated by Purchaser, in which Pasehaser shall provide Sellers with not less
than five (5) Business Days’ advance written notafeany such planned accelerated Sale
Termination Date.

6.2 Vacating the Designated Liquidation StoreSubject to the terms of
Section 6.1hereof, Purchaser shall provide Sellers with esslthan five (5) Business Days’
advance written notice of its intention to vacaty ®esignated Liquidation Store (as to each
Designated Liquidation Store, the “Vacate DateOn the Vacate Date, (i) Purchaser shall
vacate in favor of Sellers or their representatmeassignee, such Designated Liquidation Store;
and (ii) the Sellers shall reject the applicablealReroperty Lease covering such Designated
Liquidation Store such that the effective date doch rejection is the Vacate Date and take all
commercially reasonable actions to mitigate theupaacy Expenses in respect of such Real
Property Lease. Purchaser’s obligation to payEajbenses for each Designated Liquidation
Store shall continue until the applicable VacatéeDarovided howevey that in no event shall
Purchaser be obligated to (x) remove any unsolditaion Merchandise from any Designated
Liquidation Store or (y) comply with any lease retgonditions of any Real Property Lease.

Section 7.  Sale Proceeds

7.1 Proceeds For purposes of this Agreement, “Procéesisall mean the
aggregate of (a)the total amount (in dollars) frath sales of Liquidation Merchandise
(including, but not limited to, credit card procegdanade under this Agreement, exclusive of
Sales Taxes; (b) the total amount (in dollars)liofaes of any FF&E (the_“Liguidation FF&JFE
(including, but not limited to, credit card proceganade under this Agreement, exclusive of
Sales Taxes; and (c) all proceeds of Sellers’ e for loss or damage to Liquidation
Merchandise or Liquidation FF&E, or loss of casisiag from events occurring during the Sale
Term (but not any deductible payable by Sellenespect of such insurance).

7.2 Deposit of Proceeds

€)) Within 21 days after the Sale Commencement Retend where applicable, the “Seller
Account Usage Peridy Purchaser shall establish its own accountsjod¢ed solely for the
deposit of the Proceeds and the disbursement ofiaim@ayable to Purchaser hereunder, which
accounts may be the Designated Seller Accountosg &s Sellers and Purchaser agree (the
“Agency Account®) and Sellers shall promptly upon Purchaser’s estjexecute and deliver all
necessary documents to open and maintain the AgAncgunts;_providedhowever in the
event that Purchaser establishes a reasonablesbsgustification therefor, Sellers shall consent
to an appropriate extension of the applicable B&lecount Usage Period. Purchaser shall




exercise sole signatory authority and control webpect to the Agency Accounts; provided,
however upon request, Purchaser shall deliver to Setiepses of all bank statements and other
information relating to such accounts. Sellerdighat be responsible for and Purchaser shall
pay as an Expense hereunder, all bank fee andehangluding wire transfer charges, related to
the Agency Accounts, whether received during oerathe Sale Term. Upon Purchaser’'s
designation of the Agency Accounts, all ProceedghefSale (including credit card proceeds)
shall be deposited into the Agency Accounts.

(b) During the period between the Sale Commencenate and the date Purchaser
establishes the Agency Accounts, all Proceedseftile (including credit card proceeds), shall
be collected by Purchaser and deposited on a dmbis into Sellers’ existing accounts
designated for the Designated Liquidation Storasalso are designated solely for the deposit of
Proceeds of the Sale (including credit card proggeahd the disbursement of amounts payable
by Purchaser hereunder (the “Designated Seller ds).

7.3  Credit Card ProceedsPurchaser shall use its commercially reasonable
efforts to establish its own Seller identificatimmbers under Purchaser's name to enable
Purchaser to process all credit card sales foriases’s account prior to the expiration of the
Seller Account Usage Period. Until such time ascRaser establishes its own identification
numbers, Purchaser shall have the right (but netabligation) to use Sellers’ credit card
facilities (including Sellers’ credit card termisahnd processor(s), credit card processor coding,
Seller identification number(s) and existing backaunts) for credit card Proceeds. In the event
that Purchaser so elects to use Sellers’ credd tailities, Sellers shall process credit card
transactions on behalf of Purchaser and for Pueclsaaccount, applying customary practices
and procedures. Without limiting the foregoingll&s shall cooperate with Purchaser to down-
load data from all credit card terminals each dagnd) the Sale Term and to effect settlement
with Sellers’ credit card processor(s), and shalletsuch other actions necessary to process
credit card transactions on behalf of Purchaseeu8eéllers’ identification number(s). All credit
card Proceeds will constitute the property of thecRaser and shall be deposited into the
Designated Seller Accounts or Agency Accountshascise may be. To the extent credit card
proceeds are deposited into the Designated Setleouxts, Sellers shall transfer such Proceeds
to Purchaser by wire transfer of immediately avddafunds within one (1) Business Day of
such deposit. At Purchaser’s request, Sellerd shaperate with Purchaser to establish Seller
identification numbers under Purchaser's name tblenPurchaser to process all credit card
Proceeds for Purchaser’s account. Sellers shabbeoesponsible for and Purchaser shall pay as
an Expense hereunder, all credit card fees, chaageschargebacks related to the Sale, whether
received during or after the Sale Term.

Section 8. Conduct of the Sale

8.1  Rights of PurchaserPurchaser shall be permitted to conduct the &ake
“store closing” or similar theme sale in the Desitpa Liquidation Stores throughout the Sale
Term. Notwithstanding anything herein to the canty in addition to any other rights granted to
Purchaser hereunder in conducting the Sale, Pwechaghe exercise of its sole discretion, shall
have the right:




(@) to all Administrative Services during the Sale Teand to establish Sale
prices and Designated Liquidation Stores’ hourscWhare consistent with the terms of
applicable leases, mortgages or other occupanocgeagmts, and local laws or regulations,
including, without limitation, Sunday closing lawsxcept to the extent otherwise provided by
the Sale Order;

(b)  to use without charge (other than Purchaser’s atitig to pay bank fees
pursuant to_Section 4.1(tkereof), during the Sale Term all FF&E, bank actsustore-level
customer lists and mailing lists, computer hardvwaaré software, existing supplies located at the
Designated Liquidation Stores, intangible assetslfding Sellers’ trade names, logos and tax
identification numbers), store keys, case keysursigccodes, and safe and lock combinations
required to gain access to and operate the Desigiadquidation Stores, and any other assets of
Sellers located at the Designated Liquidation Stoj@hether owned, leased, or licensed)
consistent with applicable terms of leases or Besn

(c) to establish and implement advertising, signagelyding interior and
exterior banners), and promotion programs congdistéth a “store closing,” or similar theme
sale (including, without limitation, by means of diee advertising, A-frame, and similar signage
and interior and exterior signs and banners); and

(d)  to transfer Liquidation Merchandise between and ragnithe Designated
Liquidation Stores;

(e)  to use the services of third party vendors or mters in connection with
conducting the Sale at any or all Designated Ligtixh Stores; providedhat the costs and
expenses of any such third party vendors or prosidee for the account of Purchaser; and

() Purchaser shall have the right to supplement tHe ®ah Additional
Goods,_providedhowevey that the cost of expenses incurred therewithl $feaht Purchaser’s
sole expense.

8.2 Terms of Sales to Customers, Law Compliankk sales of Liquidation
Merchandise and Liquidation FF&E will be “final sal' and “as is” and all advertisements and
sales receipts will reflect the same. Purchasel st warrant the Liquidation Merchandise in
any manner, but will, to the extent legally perntiks pass on all manufacturers’ warranties to
customers. All sales will be made only for casitjonally recognized bank credit cards and, in
Purchaser’s discretion, personal checks, provideavever if Purchaser determines to accept
personal checks, Purchaser shall bear the rislossf therefor. For the avoidance of doubt,
Purchaser shall not be required to accept anycgifls or coupons as payment for any of the
Liquidation Merchandise.

8.3  Sales Taxes During the Sale Term, all sales, excise, gresgipts and
other taxes attributable to sales of Liquidationrdh@ndise, Additional Goods and, to the extent
required to be collected by Applicable Law, Liquida FF&E, as indicated on Sellers’ point of
sale equipment (other than taxes on income) payakd@y taxing authority having jurisdiction
(collectively, “Sales Taxé&} shall be added to the sales price of Liquidatiderchandise,
Additional Goods and Liquidation FF&E (as appliagbland collected by Purchaser, and



deposited into trust accounts or other accountsjemsgnated by Purchaser (the “Sales Tax
Account). Sellers shall cooperate and assist Purchaseomnection with promptly paying all
Sales Taxes, which shall be paid from the procéedse Sales Tax Account, and Sellers shall
assist Purchaser in filing all applicable reportd documents required by the applicable taxing
authorities.

8.4  Supplies Purchaser shall have the right to use, withcarge, all
existing supplies located at the Designated LiduodaStores, including, without limitation,
boxes, bags, paper, twine and similar sales méddallectively, “Supplie§. In the event that
additional Supplies are required in any of the Beaied Liquidation Stores during the Sale and
requested by the Purchaser, the acquisition of additional Supplies shall be the responsibility
of Purchaser as an Expense; provijdeavever that Sellers shall reasonably assist Purchaser in
obtaining supplies from Sellers’ vendors at Selleost.

8.5 Gift Certificates/Gift Cards/Merchandise CreditsiiRras

(@) At the Designated Liquidation Stores, Purchasell stz be required to
accept any qift certificates/qgift cards, couponsmarchandise credits issued by Sellers prior to
the date hereof.

(b) To the extent required by Applicable Law, at thesiDeated Liquidation
Stores, Purchaser shall accept returns of goodsbgoSellers prior to the Sale Commencement
Date, and in such case, the Parties shall negatagwod faith a deduction to the Expense
amount to be reimbursed to Sellers by Purchasedbais the actual costs incurred by Purchaser
in accepting such return. If any goods sold byle®glare so returned, such goods shall be
deemed Liquidation Merchandise for sale theredfygPurchaser.

8.6 Sale Reconciliation

(@  On each Wednesday during the Sale Term, commerwinthe second
Wednesday after the Sale Commencement Date, Perclaasl Sellers shall cooperate to
reconcile Expenses and such other Sale-relateds ismrany party shall reasonably request, in
each case for the prior week or partial week (Sainday through Saturday), all pursuant to
procedures agreed upon by Sellers and PurchaséhinWhirty (30) days after the end of the
Sale Term, Purchaser and Sellers shall complet@ahreconciliation of the Sale and Expenses
(the “Final Reconciliatiof), the written results of which shall be certifibg representations of
each of the Sellers and Purchaser as a final settieof accounts between Sellers and Purchaser.
In the event that there is a dispute with respe¢hé Final Reconciliation between Sellers and
Purchaser that cannot be resolved, then any ddpigens shall be referred to the Accounting
Referee for resolution, and the determination & #Accounting Referee shall be final and
binding on the parties hereto. The fees and exgsentthe Accounting Referee shall be paid
fifty percent (50%) by Purchaser and fifty percé€®%) by Sellers, with each Seller severally
liable for the entire portion allocable to Sellers.

(b) For purposes of this_Section ®y entering into and executing this
Agreement, Sellers irrevocably make, constitute gpbint Parent as their agent, effective as of
the date hereof, and authorize and empower Paveiuifill the role of Sellers’ representative



hereunder, and each Seller appoints Parent asParsbn’s true and lawful attorney in fact and
agent, for such Person and in such Person’s ndaxwe pnd stead for all purposes necessary or
desirable in order for Parent to take all actioostemplated by this Agreement, with the ability
to execute and deliver all instruments, certifisad@d other documents of every kind incident to
the foregoing to all intents and purposes and wlih same effect as such Seller could do
personally, including to give and receive noticegl a&communications; to object to such
deliveries, to agree to, negotiate, enter intoesatnts and compromises of, and comply with
orders of courts with respect to such claims; anthke all actions necessary or appropriate in
the judgment of Parent for the accomplishment efftiregoing. The dissolution, liquidation,
insolvency or bankruptcy of any Seller shall notriimate the authority and agency of Parent as
each Seller’s representative pursuant to this &e&i6(b) The power of attorney granted in this
Section 8.6(b)s coupled with an interest and is irrevocable.

(c) Purchaser shall be entitled to rely exclusively namy communication
given or other action taken by Parent pursuanhito Agreement, and shall not be liable for any
action taken or not taken in good faith relianceaooommunication or other instruction from
Parent.

8.7  Additional Goods Subject to obtaining authorization in the SaleléD,
Purchaser may, at Purchaser's expense, supplerhentLiuidation Merchandise in the
Designated Liquidation Stores with additional gqods like kind, mix and quality as has
historically been located in the Designated Liqtima Stores consisted with Sellers’ past
practices (the “Additional Gootys Sales of Additional Goods shall be run throggilers’ cash
register systems, providdtbwever Purchaser shall mark the Additional Goods usiitigee a
“dummy” SKU or department number, so as to distisiguhe sale of Additional Goods from the
sale of Liquidation Merchandise. Sellers and Paseh intend that the transactions relating to
the Additional Goods are, and shall be construecdsue consignment from Purchaser to the
Sellers in all respects and not a consignment éoursty purposes. At all times and for all
purposes the Additional Goods and their proceedf bk the exclusive property of Purchaser,
and no other person or entity shall have any ciagainst any of the Additional Goods or their
proceeds. The Additional Goods shall at all timesain subject to the exclusive control of
Purchaser. Sellers shall, at Purchaser’'s expemskr(ot as an Expense of the Sale), insure the
Additional Goods and, if required, promptly fileyaproofs of loss with regard to same with
Sellers’ insurers.

Section 9. Employee Matters

9.1 Sellers’ EmployeesPurchaser may use Sellers’ employees in theumind
of the Sale to the extent Purchaser, in consuftatith Sellers, deems expedient. Purchaser may
select and schedule the number and type of Sebenployees required for the Sale. Purchaser
shall identify any such employees to be used imeotion with the Sale (each such employee, a
“Retained Employée® prior to the Sale Commencement Date, which idieation may be on an
individual employee basis or individual Designatequidation Store basis (in which event all
employees of Sellers providing services at suchigdased Liquidation Store shall be deemed
identified). Retained Employees shall at all timesain employees of Sellers, and shall not be
considered or deemed to be employees of Purcha$sthing contained in this Agreement and
none of Purchaser's actions taken in respect of Sake shall be deemed to constitute an




assumption by Purchaser of any of Sellers’ oblayetirelating to any of Sellers’ employees
including, without limitation, termination type ahas and obligations, or any other amounts
required to be paid by Applicable Law, other thamdRaser’s obligation to reimburse Sellers for
base payroll for all Retained Employees as sehfant Section 4.1(a)nor shall Purchaser
become liable under any collective bargaining oplelyment agreement or be deemed a joint or
successor employer with respect to such employ8edlers shall not, without Purchaser’s prior
written consent, raise the salary or wages or asgdhe benefits for, or pay any bonuses or grant
any severance or termination rights or make anyroéxtraordinary payments to, any of its
employees in anticipation of the Sale or priorite Sale Termination Date except as required by
Applicable Law from time to time in effect. Selenave not terminated and shall not during the
Sale Term terminate any employee benefits or bemetigrams covering or in respect of
Retained Employees, without prior written noticeéPtarchaser. It is understood and agreed that
Purchaser’s on site supervisors shall not be ereplopf Sellers under any circumstances.

9.2 Termination of EmployeesPurchaser may in its sole discretion stop using
any Retained Employee at any time during the SaemT In the event of Purchaser’s
termination of the services of any Retained EmpdgyRurchaser will provide written notice to
Sellers at least three (3) Business Days prioretberexcept for a termination of services “for
cause” (such as dishonesty, fraud or breach of &meplduties), in which event no prior notice
to Sellers shall be required, provided Purchasal siotify Sellers as soon as practicable after
such termination. Upon delivery to Sellers of d@iceoof termination of services of a Retained
Employee, then Purchaser’s obligations with respestich Retained Employee terminate on the
effective date of such termination, as providediffothe termination notice; providedowever
although such Retained Employee will no longer beduin connection with the Sale, Sellers
shall have the responsibility for terminating theptdoyment of such Retained Employee from
and after the date of this Agreement and until3ake Termination Date, other than with respect
to a Retained Employee for which Purchaser hasdeasing during the Sale and has so notified
Sellers, Sellers shall not transfer or dismiss eyg#s of the Designated Liquidation Stores
without Purchaser’s prior consent (which conseratlsiot be unreasonably withheld), except
“for cause”.

9.3  Payroll Matters During the Sale Term, Sellers shall process @mdthe
base payroll and all related payroll taxes, workeicompensation, employment and
unemployment insurance, and benefits for all RethiBmployees in accordance with its usual
and customary procedures. Any additional personinetl by Purchaser for the Sale shall not be
deemed to be employees of Sellers, nor shall Sdtlerobligated to process the payroll for or
offer benefits to said additional personnel.

Section 10. Representations and Warranties

10.1 Sellers’ Representations and WarrantieSellers hereby jointly and
severally represent and warrant in favor of Purehas follows:

€)) Each Seller (i) is duly organized, validly existingder the laws of the
jurisdiction of its formation; (ii) has all requisicorporate power and authority to own, lease and
operate its assets and properties and to carrysdmusiness as presently conducted; and (iii) is
and during the Sale Term will continue to be, dalyhorized and qualified to do business and in



good standing in each jurisdiction where the natfré@s business or properties requires such
gualification, including all jurisdictions in whictihe Designated Liquidation Stores are located,
except, in each case, to the extent that the &tlmbe in good standing or so qualified could not
reasonably be expected to have a material advéfes# en the ability of Sellers to execute and
deliver this Agreement and perform fully their @altions hereunder.

(b)  Subject to entry and effectiveness of the Sale Q&llers have the right,
power and authority to execute and deliver this ekdgnent and each other document and
agreement contemplated hereby (collectively, tagetwith this Agreement, the_"Agency
Document¥ and to perform fully their obligations thereumdeNo further consent or approval
on the part of any Seller is required for Selleysenter into and deliver this Agreement, to
perform their obligations thereunder, and to consate the Sale. This Agreement has been
duly executed and delivered by Sellers and conetitthe legal, valid and binding obligation of
Sellers enforceable in accordance with its terms. court order or decree of any federal, state,
local, or provincial governmental authority or réggary body is in effect that would prevent or
materially impair, or is required for the Sellec®nsummation of, the transactions contemplated
by this Agreement, and no consent of any thirdypautich has not been obtained is required
therefor, other than as shall be obtained priathto Sale Commencement Date, except for any
such consent the failure of which to be obtainedldmot reasonably be expected to have a
material adverse effect on the ability of Sellerseixecute and deliver this Agreement and
perform fully their obligations hereunder. Otheanifor any consent as shall be obtained prior to
the Sale Commencement Date, and those contracegr@ements identified by Sellers to
Purchaser on or prior to the Sale Commencement, Datey, no contract or other agreement to
which a Seller is a party or by which such Seleptherwise bound will prevent or materially
impair the consummation of the Sale and the otla@stactions contemplated by this Agreement.

10.2 Purchaser’s Representations and Warrantisrchaser hereby represents
and warrants in favor of Sellers as follows:

€)) Purchaser (i) is a limited liability company, dudpnd validly existing and
in good standing under the laws of the State ofalate; (ii) has all requisite power and
authority to carry on its business as presentlydooted and to consummate the transactions
contemplated hereby; and (iii) is and during thée Saerm will continue to be duly authorized
and qualified as a foreign company to do businesk ia good standing in each jurisdiction
where the nature of its business or propertiesiresjguch qualification.

(b) Purchaser has the limited liability company powand authority to
execute and deliver this Agreement and to perfarly fts obligations thereunder. Purchaser
has taken all necessary actions required to aathtine execution, delivery, and performance of
this Agreement, and no further consent or appravakequired on the part of Purchaser for
Purchaser to enter into and deliver this Agreemenperform its obligations thereunder, and to
consummate the Sale. This Agreement has been dabuted and delivered by the Purchaser
and, constitutes the legal, valid and binding dilmn of Purchaser enforceable in accordance
with its terms. No court order or decree of angefal, provincial, state or local governmental
authority or regulatory body is in effect that wduprevent or impair or is required for
Purchaser’'s consummation of the transactions cquitded by this Agreement, and no consent
of any third party which has not been obtainecuired therefor other than as provided herein.



No contract or other agreement to which Purchasargarty or by which Purchaser is otherwise
bound will prevent or impair the consummation ot tltransactions contemplated by this
Agreement.

Section 11. Insurance

11.1 Purchaser’s Liability InsurancePurchaser shall maintain at its cost and
expense until the Sale Termination Date, appraopriability insurance policies including
comprehensive public liability, auto liability amanbrella liability insurance, covering injuries to
persons and property in, or in connection with Raser's operation of the Designated
Liquidation Stores, and shall cause Sellers to &med as additional named insureds with
respect to all such policies. Prior to the Salen@@ncement Date, Purchaser shall deliver to
Sellers certificates evidencing such insuranceingettorth the duration thereof and naming
Sellers as additional named insureds, in form measly satisfactory to Sellers. Prior to the Sale
Termination Date, all such policies shall requiréeast thirty (30) days prior notice to Sellers of
cancellation, non-renewal or material change. him évent of a claim under any such policies
Purchaser shall be responsible for the paymentllofiemluctibles, retentions or self insured
amounts thereunder.

11.2 Sellers’ Liability Insurance Sellers shall continue until the Sale
Termination Date, in such amounts as they currdrdlye in effect, all of their liability insurance
policies including, but not limited to, productsability, comprehensive public liability, auto
liability and umbrella liability insurance, covegninjuries to persons and property in, or in
connection with Sellers’ operation of the Desigdatequidation Stores, and shall cause
Purchaser to be named an additional named insutbdegpect to all such policies. Prior to the
Sale Commencement Date, Sellers shall deliver tcchasger certificates evidencing such
insurance setting forth the duration thereof andiing Purchaser as an additional named
insured, in form reasonably satisfactory to PurehasAll such policies shall require at least
fifteen (15) days prior notice to Purchaser of edlation, non-renewal, or material change.

11.3 Sellers’ Casualty Insurance Sellers shall continue until the Sale
Termination Date, in such amounts as they currehdye in effect, fire, flood, theft and
extended coverage casualty insurance covering idpgidation Merchandise in a total amount
eqgual to no less than the retail value thereoffdsenSale Commencement Date. In the event of
a loss to the Liquidation Merchandise on or afier date hereof, the proceeds of such insurance
attributable to the Liquidation Merchandise (netaofy deductible) shall constitute Proceeds.
Prior to the Sale Commencement Date, Sellers diedilter to Purchaser certificates evidencing
such insurance setting forth the duration thernadiorm and substance reasonably satisfactory to
Purchaser. All such policies shall require attiédieen (15) days prior notice to Purchaser of
cancellation, non-renewal, or material change.le&ekhall not make any change in the amount
of any deductibles or self-insurance amounts pterthe Sale Termination Date without
Purchaser’s prior written consent.

11.4 Worker's Compensation InsuranceSellers shall continue until the Sale
Termination Date, in such amounts as they currehlye in effect, worker's compensation
insurance (including employer liability insurancepvering all Retained Employees in
compliance with all statutory requirements. Ptmthe Sale Commencement Date, Sellers shall




deliver to Purchaser a certificate of their inseerbroker(s) or carrier(s) evidencing such
insurance.

11.5 Risk of Loss Without limiting any other provision of this Agrment,
Sellers acknowledges that Purchaser is conduckiagSale on behalf of Sellers solely in the
capacity of an agent, and that in such capacityPyichaser shall not be deemed to be in
possession or control of the Designated Liquidat®iores or the assets located therein or
associated therewith, or of Sellers’ employeestéatat the Designated Liquidation Stores, and
(ii) except as expressly provided in this Agreementn the Purchase Agreement, Purchaser
does not assume any of Sellers’ obligations oriliteas with respect to any of the foregoing.
Purchaser shall not be deemed to be a successdoyempSellers and Purchaser agree that,
subject to the terms of this Agreement, Sellerdl §fear all responsibility for liability claims of
customers, employees and other persons arising ®oeemts occurring at the Designated
Liquidation Stores during and after the Sale Teemgept to the extent any such claim arises
from the acts or omissions of Purchaser, or itesugors, agents, independent contractors, or
employees located at the Designhated LiquidatiomeStor as a result of Purchaser’s instructions
or actions hereunder (a “Purchaser Claimin the event of any liability claim other tham
Purchaser Claim, Sellers shall administer suchmcland shall present such claim to Sellers’
liability insurance carrier(s) in accordance witlell&s’ policies and procedures existing
immediately prior to the Sale Commencement Datel, stmll provide a copy of the initial
documentation relating to such claim to Purchaséreaaddress listed in this Agreement. To the
extent that a claim constitutes a Purchaser CIBumghaser shall administer such claim and shall
present such claim to its liability insurance carriand shall provide copies of the initial
documentation relating to such claim to Sellers.the event that Sellers and Purchaser cannot
agree whether a claim constitutes a Purchaser C&oh party shall present the claim to its own
liability insurance carrier, and a copy of theiadiclaim documentation shall be delivered to the
other party to the foregoing address.

Section 12. Defaults The following shall constitute “Events of Deftul

hereunder:

(@  Sellers’ or Purchaser’s failure to perform any ledit respective material
obligations hereunder, which failure shall continmecured seven (7) days after receipt of
written notice thereof to the defaulting party; or

(b)  Any representation or warranty made by Sellers orclRaser proves
untrue in any material respect as of the date madé any time and throughout the Sale Term.

(c) In the event of an Event of Default, the non-ddfaglparty may, in its
discretion, elect to terminate this Agreement upeven (7) Business Days’ written notice to the
other party and pursue any and all rights and réeseghd damages resulting from such default
hereunder.

Section 13. Fixtures With respect to furniture, fixtures and equipmewned
by Sellers and located at the Designated Liquidastores (collectively, the “FE&F, such
FF&E was retained by Sellers as Excluded Asset®mutite Purchase Agreement and Sellers
hereby grant Purchaser (or its assignee or degigheeright to sell the FF&E in any of the




Designated Liquidation Stores as Sellers’ exclugigent for Purchasers own account pursuant
to the terms of this Agreement, the Proceeds othvkhall be the property of Purchaser. As of
the Sale Termination Date, Purchaser may abandd®elters, in place any unsold FF&E at the

Designated Liquidation Stores. The proceeds ofsamsequent sale by Sellers of such FF&E
(or abandoned Liquidation Merchandise) shall irnorthe benefit of Sellers.

Section 14. Miscellaneous

14.1 Notices All notices and other communications under tAgreement
shall be in writing and shall be deemed duly giyg@nvhen delivered personally or by prepaid
overnight courier, with a record of receipt, (hetfourth day after mailing if mailed by certified
mail, return receipt requested, or (iii) the dayti@nsmission, if sent by facsimile or telecopy
during regular business hours or the Business DOty &ransmission, if sent after regular
business hours (with a copy promptly sent by peépaernight courier with record of receipt or
by certified mail, return receipt requested), te garties at the following addresses or facsimile
numbers (or to such other address or facsimile murab a party may have specified by notice
given to the other parties pursuant to this Sectibd):

If to Sellers:

Blockbuster Inc.

1201 Elm Street

Dallas, Texas 75270
Phone: (214) 854-4081
Fax: (214) 854-4321
Attention: General Counsel

With a copy to:

Weil, Gotshal & Manges LLP

200 Crescent Court, Suite 300

Dallas, Texas 75201

Phone: 214-746-8178

Fax: 214-746-7777

Attention: D. Gilbert Friedlander
Martin A. Sosland

If to Purchaser:

Cobalt Video Holdco LLC
[ ]

[ ]
Attention: [ ]

With a copy (which shall not constitute notice) to:



Milbank, Tweed, Hadley & McCloy LLP

1 Chase Manhattan Plaza

New York, NY 10005

Phone: 212-530-5921

Fax: 212-822-5921

Attention: Thomas C. Janson, Esq.
Mark Shinderman, Esq

14.2 Governing Law THIS AGREEMENT, THE RIGHTS AND
OBLIGATIONS OF THE PARTIES HEREUNDER, AND ANY CLAIMDR CONTROVERSY
(WHETHER BASED ON CONTRACT, TORT, OR ANY OTHER THEY) DIRECTLY OR
INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEENT OR THE
NEGOTIATION, EXECUTION OR PERFORMANCE OF THIS AGREENT (INCLUDING
ANY CLAIM OR CAUSE OF ACTION BASED UPON, ARISING OU OF OR RELATED
TO ANY REPRESENTATION OR WARRANTY MADE IN OR IN CONECTION WITH
THIS AGREEMENT OR AS AN INDUCEMENT TO ENTER INTO TIS AGREEMENT),
INCLUDING ALL MATTERS OF CONSTRUCTION, VALIDITY AND PERFORMANCE,
SHALL IN ALL RESPECTS BE GOVERNED BY AND INTERPRETE CONSTRUED,
AND DETERMINED IN ACCORDANCE WITH THE INTERNAL LAWSOF THE STATE
OF NEW YORK (WITHOUT REGARD TO ANY CONFLICT OF LAW®ROVISION THAT
WOULD REQUIRE THE APPLICATION OF THE LAW OF ANY OTHR JURISDICTION)
AND, TO THE EXTENT APPLICABLE, THE BANKRUPTCY CODE.

14.3 Submission to Jurisdiction

(@  Without limiting any party’s right to appeal anyder of the Bankruptcy

Court, (i) the Bankruptcy Court shall retain exaohasjurisdiction to enforce the terms of this
Agreement and to decide any claims or disputes gntlo@ parties which may arise or result
from, or be connected with, this Agreement, anybineor default hereunder, or the transactions
contemplated by this Agreement, and (ii) any andAations related to the foregoing shall be
filed and maintained only in the Bankruptcy Coartd the parties hereby consent to and submit
to the jurisdiction and venue of the Bankruptcy @dor such purposes and shall receive notices
at such locations as indicated_in Section 1gprbvided howevey that if the Bankruptcy Cases
have been fully and finally dismissed and the Baptay Court declines jurisdiction, the parties
agree to and hereby unconditionally and irrevocahlgmit to the exclusive jurisdiction of the
United States District Court for the Southern Distof New York sitting in New York County.

(b) The parties hereby unconditionally and irrevocabbive, to the fullest
extent permitted by Applicable Law, any objectiohigh they may now or hereafter have to the
laying of venue of any dispute arising out of oftateg to this Agreement or any of the
transactions contemplated by this Agreement brougtgny court specified in subsection (a)
above, or any defense of inconvenient forum forrttentenance of such dispute. Each of the
parties agrees that a judgment in any such digpatebe enforced in other jurisdictions by suit
on the judgment or in any other manner provided.dy.

(c) Each of the parties hereby consents to procesg lseirved by any party
in any Action by the mailing of a copy thereof iccardance with the provisions of Section 14.1



provided however that such service shall not be effective unt #ctual receipt thereof by the
party being served.

14.4 Waiver of Jury Trial THE PARTIES HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVE, TO THE FULLEST EXTENT PERMITTED BY
APPLICABLE LAW, ANY RIGHT THAT THEY MAY HAVE TO TRIAL BY JURY OF
ANY CLAIM OR CAUSE OF ACTION, OR IN ANY PROCEEDINGDIRECTLY OR
INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ONCONTRACT,
TORT, OR ANY OTHER THEORY). EACH PARTY (A) CERTIES THAT NO
REPRESENTATIVE, AGENT, OR ATTORNEY OF ANY OTHER PAR HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH ORIPARTY WOULD
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THFOREGOING WAIVER
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTY HA& BEEN INDUCED
TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGSTHE MUTUAL
WAIVERS AND CERTIFICATIONS IN THIS_ SECTION 14.4

14.5 Entire Agreement; Amendments and WaiverEhis Agreement and the
other Transaction Documents represent the enticerstanding and agreement between the
parties with respect to the subject matter hereuf aupersedes all prior discussions and
agreements between the parties with respect tsutbject matter hereof. This Agreement can be
amended, supplemented or changed, and any prowigiof can be waived, only by written
instrument making specific reference to this Agreemsigned by the party against whom
enforcement of any such amendment, supplement,ficatthn or waiver is sought. No action
taken pursuant to this Agreement, including anyestigation by or on behalf of any party, shall
be deemed to constitute a waiver by the party tplsnch action of compliance with any
representation, warranty, covenant or agreemertatmd herein. The waiver by any party of a
breach of any provision of this Agreement shall operate or be construed as a further or
continuing waiver of such breach or as a waivearnf other or subsequent breach. No failure
on the part of any party to exercise, and no delagxercising, any right, power or remedy
hereunder shall operate as a waiver thereof, redl ahy single or partial exercise of such right,
power or remedy by such party preclude any othdumher exercise thereof or the exercise of
any other right, power or remedy.

14.6 Successors and Assigrighis Agreement shall inure to the benefit of and
be binding upon Purchaser and Sellers, includiaognbt limited to, any chapter 11 or chapter 7
trustee. Sellers may not assign this Agreemeangrof their obligations hereunder. Purchaser
may assign its rights and obligations under thise&gient, in whole or in part, to one or more
assignees upon written notice to Sellers.

14.7 Execution in Counterparts This Agreement may be executed in
counterparts, each of which shall be deemed amatignd all of which together shall constitute
but one agreement. This Agreement may be exetytéacsimile, and such facsimile signature
shall be treated as an original signature hereunder




14.8 Section Headings The headings of sections of this Agreement are
inserted for convenience only and shall not be icemed for the purpose of determining the
meaning or legal effect of any provisions hereof.

14.9 Termination This Agreement shall remain in full force andeet until
the first to occur of: (i) the expiration of theal® Term with respect to all Designated
Liquidation Stores and completion and certificatlmn Sellers and Purchaser, or determination
by the Accounting Referee, as the case may bdyeoFinal Reconciliation pursuant to Section
8.6 above; provided, that Purchaser shall have reddivéhe aggregate 100% of the Proceeds
(exclusive of any Sales Taxes) and Sellers shai maceived reimbursement of all Expenses
incurred prior to such expiration pursuant to tAgreement, or (iii) termination in accordance
with Section 12hereof. Notwithstanding the foregoing sentenbes Section 14shall survive
any termination of this Agreement.
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IN WITNESS WHEREOF, Purchaser and Sellers hereleg@e this Agency and
License Agreement by their duly authorized repregeres as of the day and year first written
above.
BLOCKBUSTER INC.

By:

Name:
Title:

BLOCKBUSTER PROCUREMENT LP,

By: Blockbuster Distribution, Inc.,
its General Partner

By:

Name:
Title:

BLOCKBUSTER CANADA INC.
BLOCKBUSTER DIGITAL TECHNOLOGIES INC.
BLOCKBUSTER DISTRIBUTION, INC.
BLOCKBUSTER GIFT CARD, INC.
BLOCKBUSTER GLOBAL SERVICES INC.
BLOCKBUSTER INTERNATIONAL SPAIN INC.
BLOCKBUSTER INVESTMENTS LLC
BLOCKBUSTER VIDEO ITALY INC.
MOVIELINK, LLC

TRADING ZONE, INC.

B2 LLC

By:

Name:
Title:



COBALT VIDEO HOLDCO LLC

By:

Name:
Title:



Exhibit A

DESIGNATED LIQUIDATION STORES

[To Be Attached At Closing]



EXHIBIT B
Form of Bidding Procedures Order

(PLEASE SEE EXHIBIT 2 OF THE SALE MOTION)



Exhibit C

FORM OFBILL OF SALE

ThisBILL OF SALE (this “Bill of Sal€”) is made and delivered this [__] day of
[ ], 2011, by Blockbuster Inc., a Delavaorporation (Parent”), and each of the
Debtor Subsidiaries (as defined in the Purchasedégent, and together with Parer@glters’)
for the benefit of Cobalt Video Holdco LLC, a Delan& limited liability company
(“Purchaser”™). Capitalized terms used but not defined hestiall have the meanings ascribed
to such terms in the Purchase Agreement (as hé&egizfined).

WHEREAS, Sellers have entered into that certain Assetlaise and Sale
Agreement, dated as of February [__], 2011 (f& thase Agreement”), by and among Sellers
and Purchaser, the terms of which are incorporiageein by reference, which provides, among
other things, for the sale and assignment by SeltePurchaser of the Purchased Assets.

NOW, THEREFORE, in consideratiomf the mutual promises contained in the
Purchase Agreement, and for other good and valwalnligideration, the receipt and sufficiency
of which are hereby acknowledged, and subjecteéddims and conditions of the Purchase
Agreement:

1. Sellers hereby irrevocably sell, grant, assigamsfer, convey and deliver
unto Purchaser, and its successors and assigasefpall of Sellers’ right, title and interest in
and to the Purchased Assets, free and clear chahyll Liens except for Liens created by
Purchaser and Permitted Lied$) HAVE AND TO HOL D such Purchased Assets with all
rights and appurtenances thereto, unto Purchasgitsasuccessors and assigns, for their use
forever. Purchaser hereby accepts the foregoieg @ant, assignment, transfer, conveyance
and delivery of the Purchased Assets.

2. This Bill of Sale shall inure to the benefitasfd be binding upon the
parties hereto and their respective successorassigns.

3. This Bill of Sale is executed and delivered pard to the Purchase
Agreement. Nothing in this Bill of Sale, expressmplied, is intended to or shall be construed
to modify, expand or limit in any way the termstloé Purchase Agreement. To the extent that
any provision of this Bill of Sale conflicts oriisconsistent with the terms of the Purchase
Agreement, the Purchase Agreement shall govern.

4. At any time or from time to time, at Purchase€asonable request and
without further consideration, Sellers shall execannd deliver to Purchaser such other
instruments of sale, transfer, conveyance, assighara confirmation, provide such materials
and information and take such other actions ashager may reasonably deem necessary or
desirable in order more effectively to transfemwey and assign the Purchased Assets to
Purchaser.



5. This Bill of Sale, and all claims and causeadaifon (whether in contract
or in tort) that may be based upon, arise out attate to this Bill of Sale, or the execution or
performance of this Bill of Sale, shall be govertgdand construed in accordance with the laws
of the State of New York applicable to contractsdimand performed in such State without
giving effect to the choice of law principles ofcbuState or any other jurisdiction that would
require or permit the application of the substantaws of any jurisdiction other than New York.

6. (a) The Bankruptcy Court shall retain excluguresdiction to enforce the
terms of this Bill of Sale and to decide any clamnglisputes among the Parties which may arise
or result from, or be connected with, this Bill®dle, and any and all Actions related to the
foregoing shall be filed and maintained only in Bankruptcy Court, and the Parties hereby
consent to and submit to the jurisdiction and vesfude Bankruptcy Court for such purposes
and shall receive notices at such locations asateld in Section 12.11 of the Purchase
Agreementprovided however that if the Bankruptcy Cases have been fully famally
dismissed and the Bankruptcy Court declines jucigah, the Parties agree to and hereby
unconditionally and irrevocably submit to the exsthe jurisdiction of the United States District
Court for the Southern District of New York sittimngNew York County; and (b) the Parties
hereby unconditionally and irrevocably waive, te thllest extent permitted by Applicable Law,
any objection which they may now or hereafter havéhe laying of venue of any dispute arising
out of or relating to this Bill of Sale broughtamy court specified in subsection (a) above, or
any defense of inconvenient forum for the mainteeasf such dispute. Each of the Parties
agrees that a judgment in any such dispute mayfoeoed in other jurisdictions by suit on the
judgment or in any other manner provided by Law.

7. Nothing contained in this Bill of Sale, expressmplied, shall confer
unto any Person other than the parties heretoeariéispective successors and assigns any right,
obligation, remedy or benefit hereunder.

8. This Bill of Sale may be executed in two or mooeinterparts (including
via facsimile), each of which will be deemed todpeoriginal copy of this Bill of Sale and all of
which, when taken together, will be deemed to danstone and the same instrument.

[THE REMAINDER OF THISPAGE IS INTENTIONALLY LEFT BLANK .]



IN WITNESS WHEREOF, and intending to be legally bdunereby,
Sellers have caused this Bill of Sale to be exetatel delivered as of the date first
above written.

BLOCKBUSTER INC.

By:

Name:
Title:

BLOCKBUSTER PROCUREMENT LP,

By: Blockbuster Distribution, Inc.,
its General Partner

By:

Name:
Title:

BLOCKBUSTER CANADA INC.
BLOCKBUSTER DIGITAL TECHNOLOGIES INC.
BLOCKBUSTER DISTRIBUTION, INC.
BLOCKBUSTER GIFT CARD, INC.
BLOCKBUSTER GLOBAL SERVICES INC.
BLOCKBUSTER INTERNATIONAL SPAIN INC.
BLOCKBUSTER INVESTMENTS LLC
BLOCKBUSTER VIDEO ITALY INC.

MOVIELINK, LLC

TRADING ZONE, INC.

B?LLC

By:

Name:
Title:

BILL OF SALE



Exhibit D

FORM OF ASSIGNMENT AND ASSUMPTION AGREEMENT

This ASSIGNMENT AND ASSUMPTION AGREEMENT, dated abthis [ ]
day of | |, 2011 (thig\reement”), by and among Blockbuster Inc., a Delaware
corporation (Parent”), each of the Debtor Subsidiaries (as definethePurchase Agreement,
and together with ParentSéllers”) and Cobalt Video Holdco LLC, a Delaware limiteability
company (Purchaser”). Capitalized terms used but not defined heshiall have the meanings
ascribed to such terms in the Purchase Agreemsief@inafter defined).

WITNESSETH:

WHEREAS, Sellers have entered into that certaased Purchase and Sale
Agreement, dated as of February [__], 2011 (t& thase Agreement”), by and among Sellers
and Purchaser, the terms of which are incorporiageein by reference, which provides, among
other things, for the transfer by Sellers to Pusenaf the Purchased Assets and the assumption
by Purchaser of the Assumed Liabilities; and

WHEREAS, in accordance with the terms of the PasehAgreement, Sellers and
Purchaser have agreed to enter into this Agreememtiding for (a) the assignment from
Sellers to Purchaser of all of Sellers’ rightgtiind interest in, under and to the Purchaser
Assumed Contracts, on and subject to the termiseoPtirchase Agreement, and (b) the
acceptance by Purchaser of such assignment ardshenption by Purchaser of (i) all
obligations of Sellers under the Purchaser Assu@mdracts and (ii) the other Assumed
Liabilities.

NOW, THEREFORE, in consideration of the foregoamgl other good and
valuable consideration, the receipt and sufficieoicyhich is hereby acknowledged, and subject
to the terms and conditions of the Purchase Agregrtiee parties hereto, intending to be legally
bound hereby, agree as follows:

1. Assignment In accordance with and subject to the term&@fRurchase
Agreement, Sellers hereby irrevocably sell, assigmsfer and convey to Purchaser, to the
extent that such are assignable under Applicabledrad any necessary consents to assignment
have been obtained, all of Sellers’ right, titl@ anterest in, under and to the Purchaser Assumed
Contracts, free and clear of any and all Liens pifm Liens created by Purchaser and
Permitted Liens, to have and to hold, together aithhe rights and appurtenances thereto unto
Purchaser, and the successors and assigns of Bard¢beever (theAssignment”).

2. Acceptance and Assumptioim accordance with and subject to the term$ief t
Purchase Agreement, Purchaser hereby (a) purchadaesevocably accepts the Assignment;
(b) irrevocably assumes all Liabilities of Sellersder the Purchaser Assumed Contracts solely
to the extent of the Assumed Cure Costs and Ltaslarising from events arising and occurring
following the Closing Date and (c) irrevocably as®s, undertakes and agrees to pay, perform
or discharge when due all of the Assumed Liabditidotwithstanding the foregoing, Purchaser




does not take or assume any of the Excluded Liegsliall of which are expressly retained by
Sellers.

3. Parties in InterestThis Agreement shall be binding upon and inarthe benefit
of the parties hereto and their respective successw permitted assigns.

4. Purchase Agreement ControlBhis Agreement is executed and delivered
pursuant to the Purchase Agreement. Nothing ;\Algreement, express or implied, is intended
to or shall be construed to modify, expand or limiany way the terms of the Purchase
Agreement. To the extent that any provision a$ thgreement conflicts or is inconsistent with
the terms of the Purchase Agreement, the Purchgsseent shall govern.

5. Counterparts This Agreement may be executed in two or morsterparts
(including via facsimile), each of which will be &med to be an original copy of this Agreement
and all of which, when taken together, will be dednto constitute one and the same agreement.

6. Governing Law This Agreement, and all claims and causes adma¢tvhether in
contract or in tort) that may be based upon, angeof or relate to this Agreement, or the
execution or performance of this Agreement, shaljbverned by and construed in accordance
with the laws of the State of New York applicaldecontracts made and performed in such State
without giving effect to the choice of law prinagsl of such State or any other jurisdiction that
would require or permit the application of the dabsive laws of any jurisdiction other than
New York.

7. Submission to Jurisdiction(a) The Bankruptcy Court shall retain exclusive
jurisdiction to enforce the terms of this Agreemand to decide any claims or disputes among
the Parties which may arise or result from, or t&senected with, this Agreement, and any and all
Actions related to the foregoing shall be filed amaintained only in the Bankruptcy Court, and
the Parties hereby consent to and submit to thedjation and venue of the Bankruptcy Court
for such purposes and shall receive notices at lmealions as indicated in Section 12dfthe
Purchase Agreement; providdtbwever that if the Bankruptcy Cases have been fully and
finally dismissed and the Bankruptcy Court declipgssdiction, the Parties agree to and hereby
unconditionally and irrevocably submit to the exthe jurisdiction of the United States District
Court for the Southern District of New York sittimgNew York County; and (b) the Parties
hereby unconditionally and irrevocably waive, te thllest extent permitted by Applicable Law,
any objection which they may now or hereafter havéhe laying of venue of any dispute arising
out of or relating to this Agreement brought in aayrt specified in subsection (a) above, or any
defense of inconvenient forum for the maintenarfcioh dispute. Each of the Parties agrees
that a judgment in any such dispute may be enfarcether jurisdictions by suit on the
judgment or in any other manner provided by Law.

8. Third Party BeneficiariesNothing contained in this Agreement, express or
implied, shall confer unto any Person other thanparties hereto or their respective successors
and assigns any right, obligation, remedy or bémefieunder.




IN WITNESS WHEREOF, the parties hereto have duxlgcuted and
delivered this Assignment and Assumption Agreenasridf the date first written above.

BLOCKBUSTER INC.

By:

Name:
Title:

BLOCKBUSTER PROCUREMENT LP,

By: Blockbuster Distribution, Inc.,
its General Partner

By:

Name:
Title:

BLOCKBUSTER CANADA INC.
BLOCKBUSTER DIGITAL TECHNOLOGIES INC.
BLOCKBUSTER DISTRIBUTION, INC.
BLOCKBUSTER GIFT CARD, INC.
BLOCKBUSTER GLOBAL SERVICES INC.
BLOCKBUSTER INTERNATIONAL SPAIN INC.
BLOCKBUSTER INVESTMENTS LLC
BLOCKBUSTER VIDEO ITALY INC.
MOVIELINK, LLC

TRADING ZONE, INC.

B%LLC

By:

Name:
Title:

ASSIGNMENT AND ASSUMPTION AGREEMENT



COBALT VIDEO HOLDCO LLC

By:

Name:
Title:

ASSIGNMENT AND ASSUMPTION AGREEMENT



EXHIBIT 2

Bid Procedures Order
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X
Inre : Chapter 11
BLOCKBUSTER INC., ef al.,' : Case No. 10-14997 (BRL)
(Jointly Administered)
Debtors.
X

ORDER APPROVING, PURSUANT TO 11 U.S.C. §§ 105,
363, 364, AND FED. R. BANKR. P. 2002, 4001, 6004, 6006,

9008, AND 9014, (A) BID PROCEDURES, (B) STALKING HORSE
EXPENSE REIMBURSEMENT, (C) NOTICE OF SALE, AUCTION AND
SALE HEARING, (D) ASSUMPTION PROCEDURES AND RELATED NOTICES,
(E) INCURRENCE OF SALE-RELATED ADMINISTRATIVE PRIORITY
CLAIMS, AND (F) IMPOSITION OF AN ADMINISTRATIVE STAY

Upon the Motion, dated February 21, 201 1,7 of Blockbuster Inc. and its debtor
affiliates, as debtors and debtors in possessions (collectively, “Blockbuster”, or the “Debtors”),
pursuant to 11 U.S.C. §§ 105, 362, 363, 364, 365 and 503 and Fed. R. Bankr. P. 2002, 4001,
6004, 6006, 9008, and 9014, for entry of (I) an order authorizing and approving, among other
things, (A) Bid Procedures in connection with the sale of substantially of all of the Debtors’
assets (the “Assets™), substantially in the form attached hereto as Exhibit “A”, (B) the Expense
Reimbursement, (C) the notice of sale, auction, and sale hearing (the “Sale Notice’),

(D) Assumption Procedures and Assumption, Assignment, and Cure Notices with respect to the

assumption and assignment of executory contracts and unexpired leases in connection with the

' The Debtors, together with the last four digits of each Debtor’s federal tax identification number, are:

Blockbuster Inc. (5102); Blockbuster Canada Inc. (1269); Blockbuster Digital Technologies Inc.
(9222); Blockbuster Distribution, Inc. (0610); Blockbuster Gift Card, Inc. (1855); Blockbuster Global
Services Inc. (3019); Blockbuster International Spain Inc. (7615); Blockbuster Investments LLC
(6313); Blockbuster Procurement LP (2546); Blockbuster Video Italy, Inc (5068); Movielink, LLC
(5575); Trading Zone Inc. (8588); and B> LLC (5219).

N

Capitalized terms used herein but not defined herein shall have the meanings ascribed to such terms
in the Motion.
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Sale Transaction (as hereinafter defined), (E) incurrence of sale-related Administrative Priority
Claims, and (F) imposition of an injunction enjoining any collection efforts (the “Administrative
Stay”) with respect to the payment of administrative expenses related to the period from the
Commencement Date through February 24, 2011 (the “Pre-Sale Period”); and (II) an order

(A) authorizing and approving the sale and related transactions (the “Sale Transaction™)
contemplated by the Stalking Horse Bid of the Debtors’ Assets free and clear of all liens, claims,
and encumbrances to the Successful Bidder, (B) authorizing and approving the assumption and
assignment of certain Designated Contracts to the Stalking Horse Bidder (together with any of its
designees, the “Purchaser”) or the Successful Bidder(s), and (C) granting related relief; and
upon the Court’s consideration of the Motion, the record of the hearing held on March ___, 2011
with respect to the Motion (the “Hearing’), including any objections filed and raised at the
Hearing; and upon all of the proceedings had before the Court; and after due deliberation, and
sufficient cause appearing therefor,

IT IS HEREBY FOUND AND DETERMINED THAT:’

A. The Court has jurisdiction over this matter and over the property of the Debtors
and their respective bankruptcy estates pursuant to 28 U.S.C. §§ 157(a) and 1334. This matter is
a core proceeding pursuant to 28 U.S.C. § 157(b)(2)(A), (N), and (O). The statutory predicates
for the relief sought herein are 11 U.S.C. §§ 105, 363, 364, 365 and 503 and Fed. R. Bankr. P.
2002, 6004, 6006, 9008, and 9014. Venue of these cases and the Motion is proper pursuant to 28
U.S.C. §§ 1408 and 1409.

B. The relief granted herein is in the best interests of the Debtors, their estates, their

stakeholders, and other parties in interest.

Findings of fact shall be construed as conclusions of law and conclusions of law shall be construed as
findings of fact to the fullest extent of the law. See Fed. R. Bankr. P. 7052.
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C. The notice of the Motion and the Hearing given by the Debtors constitutes due
and sufficient notice thereof.

D. The Debtors have articulated good and sufficient reasons for the Court to
(i) approve the Bid Procedures, (ii) approve the Expense Reimbursement as provided in the
Purchase Agreement, (iii) approve the form and manner of notice of the Motion, the Auction, the
Sale Hearing, and the assumption and assignment of the Designated Contracts, and (iv) set the
date of the Auction and the Sale Hearing.

E. The Expense Reimbursement, to the extent payable under the Purchase
Agreement, (i) shall be deemed an actual and necessary cost and expense of preserving the
Debtors’ estates, (i) is of substantial benefit to the Debtors’ estates, (iii) is reasonable and
appropriate, including in light of the size and nature of the Sale Transaction, the necessity to
announce a sale transaction for the Debtors, and the efforts that have been and will be expended
by the Purchaser, (iii) has been negotiated by the parties and their respective advisors at arms’
length and in good faith, and (v) is necessary to ensure that the Purchaser will continue to pursue
the proposed Sale Transaction. The Expense Reimbursement is a material inducement for, and
condition of, the Purchaser’s entry into the Stalking Horse Bid. The Purchaser is unwilling to
commit to purchase the Assets under the terms of the Stalking Horse Bid unless the Purchaser is
assured the Expense Reimbursement.

F. The Bid Procedures are reasonable and appropriate and represent the best method
for maximizing the realizable value of the Assets.

THEREFORE, IT IS ORDERED, ADJUDGED, AND DECREED THAT:

1. The Motion is granted, as provided herein.
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2. All objections filed in response to the relief granted herein, to the extent not

resolved as set forth herein or at the Hearing, are hereby overruled.

The Stalking Horse Bid

3. The Sale Transaction contemplated by the Purchase Agreement (as it may be
amended prior to the Auction) is designated as the “Stalking Horse Bid.”

Bid Procedures

4. The Bid Procedures, substantially in the form annexed hereto as Exhibit “A” and
incorporated herein by reference, are hereby approved. The failure specifically to include or
reference a particular provision of the Bid Procedures in this Order shall not diminish or impair
the effectiveness of such provision.

5. To constitute a “Qualified Bid”, a bid (other than the Stalking Horse Bid) must be
received by the Bid Deadline (as defined in the Bid Procedures) and otherwise comply with all of

the applicable provisions of the Bid Procedures.

Auction and Sale Hearing
6. The Auction shall be held on , 2011 at the offices of Weil, Gotshal &

Manges LLP, 767 Fifth Avenue, New York, New York 10153 at 10:00 a.m. (New York time).
The Court shall hold a hearingon ______,, 2011 at 10:00 a.m. (New York time) (the “Sale
Hearing”) in the United States Bankruptcy Court for the Southern District of New York,
Alexander Hamilton Custom House, One Bowling Green, New York, New York 10004,
Courtroom 623, at which time the Court shall consider the approval of the Sale Transaction as
set forth in the Motion, approve the Successful Bidder(s), and confirm the results of the Auction,
if any. Objections to the Sale Transaction shall be in writing, filed and served so as to be
actually received by the Bankruptcy Court and the following parties (the “Objection Recipients’™)

on or before , 2011 at 5:00 pm New York Time (the “Objection Deadline’):
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the Debtors, c/o Blockbuster Inc., 1201 Elm Street, Dallas, Texas
75270 (Attn: Rod McDonald, Esq.);

the attorneys for the Debtors, Weil, Gotshal & Manges LLP,
attorneys for the Debtors at (i) 767 Fifth Avenue, New York, New
York 10153 (Attn: Stephen Karotkin, Esq.) and (ii) 200 Crescent
Court, Suite 300, Dallas, Texas 75201 (Attn: Martin A. Sosland,
Esq.);

the attorneys for the Creditors’ Committee, Cooley LLP, 1114
Avenue of the Americas, New York, New York 10036 (Attn: Jay
R. Indyke, Esq., Richard Kanowitz, Esq., and Jeffrey L. Cohen,
Esq.);

the Office of the United States Trustee for the Southern District of
New York, 33 Whitehall Street, 21st Floor, New York, New York
10004 (Attn: Brian Masumoto, Esq. and Elisabetta Gasparini,
Esq.);

Sidley Austin LLP, attorneys for the Steering Committee and the
DIP Lenders, 787 Seventh Avenue, New York, New York 10019
(Attn: James Seery, Esq.);

Sheppard, Mullin, Richter & Hampton LLP, attorneys for U.S.
Bank National Association, as trustee under that certain Indenture,
dated October 1, 2009, with respect to the Senior Secured Notes,
333 South Hope St., Floor 43, Los Angeles, California 90071
(Attn: Kyle J. Mathews, Esq.);

Emmet, Marvin & Martin, LLP, attorneys for The Bank of New
York Trust Company, N.A., as trustee under that certain Indenture,
dated as of August 20, 2004, with respect to the 9% Senior
Subordinated Notes due 2012 issued by Blockbuster Inc., 120
Broadway, 32nd Floor, New York, New York 10271 (Attn:
Edward P. Zujkowski, Esq.);

the attorneys for Wilmington Trust FSB as agent under the DIP
Facility, Skadden, Arps, Slate, Meagher & Flom LLP, , 4 Times
Square, New York, New York 10036 (Attn: Peter J. Neckles,

Esq.);

the United States Attorney for the Southern District of New York,
One St. Andrew’s Plaza, Claims Unit — Room 417, New York,
New York 10007,

the Securities & Exchange Commission, Northeast Region, The
Woolworth Building, 233 Broadway, New York, New York 10279
(Attn: John Murray); and



k. the attorneys for the Purchaser, Milbank, Tweed, Hadley &
McCloy LLP, 601 South Figueroa Street, 30th Floor, Los Angeles,
CA 90017-5735 (Attn: Mark Shinderman, Esq. and Brian Kelly,
Esq.).
Objections to the assumption and assignment of Designated Contracts are addressed below.
7. The failure to file and serve an objection to the Sale Transaction by the Objection
Deadline shall be a bar to the assertion thereof at the Sale Hearing or thereafter.
8. The Sale Hearing may be adjourned from time to time without further notice to
the Sale Motion Notice Parties, creditors or other parties in interest other than by announcement

of the adjournment in open court or an entry of a notice of such adjournment on the Court’s

docket.

The Expense Reimbursement

9. The Debtors are authorized and directed to pay the Expense Reimbursement as
provided in the Purchase Agreement without further order of the Court.

10. The Debtors’ obligation to pay the Expense Reimbursement as provided herein
shall survive termination of the Stalking Horse Bid, shall constitute a superpriority
administrative claim against the Debtors’ estates pursuant to sections 105(a), 503( b) and
364(c)(1) of the Bankruptcy Code and shall be senior to, and have priority over, all other claims
against the Debtors, including all claims with respect to the DIP Financing, but subject and
subordinate in all respects to the Carve-Out Expenses, the Critical Expenses, and the
Administrative Priority Expenses. Subject to the foregoing, the Expense Reimbursement shall be
paid in cash from the proceeds of any approved sale.

Authorization

11. The Debtors are authorized to take such actions as contemplated by the Stalking

Horse Bid prior to the Auction and the Sale Hearing, including, without limitation, actions to
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notify creditors, customers,‘regulators or other interested parties regarding the Sale Transaction
and to ro‘l")téi’ryl any nécessary consents or approvals regarding the Sale Transaction.
Notice
12. Notwithstanding anything in the Purchase Agreement to the contrary, notice of
(a) the Motion, (b) the Bid Procedures, (c) the Auction, (d) the Sale Hearing and (e) the proposed
assumption and assignment of the Designated Contracts to the Purchaser pursuant to the Stalking
Horse Bid or to the Successful Bidder shall be good and sufficient, and no other or further notice

shall be required, if given as follows:

(a) Notice of Sale, Auction, and Sale Hearing: Within three (3) business days
after entry of this Order, the Debtors (or their agents) shall:

I. provide notice, in substantially the form attached
hereto as Exhibit “B” (the “Sale Notice™), of this Order, the Sale Motion, the
Stalking Horse Bid, the Auction, the Sale Hearing, and the proposed Sale Order
by email, mail, facsimile or overnight delivery service, upon: (i) the U.S. Trustee;
(i) the attorneys for the Creditors’ Committee; (iii) the attorneys for U.S. Bank
National Association, as trustee under the Indenture, dated as of October 1, 2009,
with respect to the Senior Secured Notes; (iv) the attorneys for The Bank of New
York Trust Company, N.A., as trustee under the Indenture, dated as of August 20,
2004, with respect to the 9% Senior Subordinated Notes due 2012 issued by
Blockbuster Inc.; (v) the attorneys for the DIP Lenders; (vi) the attorneys for
Wilmington Trust FSB, as agent under the DIP Facility; (vii) each counterparty to
an executory contract or unexpired lease; (viii) for each State in which the
Debtors’ stores are located, (x) the Attorney General’s Office, and (y) the
applicable taxing authorities; (ix) the United States Attorney for the Southern
District of New York; (x) the attorneys for the Purchaser; (xi) those parties who
have requested notice pursuant to Bankruptcy Rule 2002; (xii) all known creditors
of the Debtors and all entities known to have asserted any claims against the
Assets or the Debtors’ interest in the Assets and other entities known to have
asserted a lien, interest or encumbrance in or upon any of the Assets; and (xiii) all
known bona fide entities that have previously expressed an interest in purchasing
the Assets in the last twelve (12) months preceding the date of the Motion;

2. publish the Sale Notice on one occasion each in The
Wall Street Journal, and The New York Times, national editions, on or before
March __ ,2011; and

3. cause the Sale Notice to be published on
www kccllc.net/blockbuster (the “Website”) immediately upon entry of this
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Order.

(b) Assumption, Assignment and Cure Notice.

1. Within three (3) business days after receiving the
schedule from the Purchaser of those executory contracts and unexpired leases it
wishes to assume pursuant to the Purchase Agreement (the “Designated
Contracts™) but no later than fifteen (15) days prior to the Sale Hearing, the
Debtors shall file with the Court and serve on each counterparty to a Designated
Contract by email, mail, facsimile or overnight delivery service, a notice of
assumption, assignment and cure substantially in the form attached hereto as
Exhibit “C” (the “Assumption, Assignment and Cure Notice”). The
Assumption, Assignment and Cure Notice shall include the Debtors’ calculation
of the amount necessary to cure all monetary defaults (the “Cure Amount”) for
each such Designated Contract. A list of the Designated Contracts, including
Cure Amounts with respect thereto, will be posted on the Website and updated as
modified. The Debtors reserve the right to provide the Assumption, Assignment
and Cure Notice to counterparties not yet so designated by Purchaser, and
Purchaser reserves the right to supplement its designation of contracts for
assumption and assignment up to April 1, 2011, and to remove a contract from the
list of Designated Contracts at any time prior to conclusion of the Auction.

2. Any counterparty to a Designated Contract shall file
and serve on the Objection Recipients any objections to (i) the proposed
assumption and assignment to the Successful Bidder (and must state in its
objection, with specificity, the legal and factual basis of its objection) and (ii) if
applicable, the proposed Cure Amount (and must state in its objection, with
specificity, what Cure Amount is required with appropriate documentation in
support thereof), no later than 5:00 p.m. (New York time) five (5) business days
before the Sale Hearing; provided, however, that to the extent the Successful
Bidder is an entity other than the Purchaser, any further objections to the Sale
Order by a counterparty to a Designated Contract based solely on the ability of the
Successful Bidder to perform under any such Designated Contract shall be filed
by no later than 5:00 p.m. (New York time) one (1) business day prior to the Sale
Hearing. If any executory contract or unexpired lease is added to the schedule of
Designated Contracts, a copy of the applicable Assumption, Assignment, and
Cure Notice shall be served on the counterparty by overnight courier service
within one (1) day of such addition and any counterparty may file an objection as
aforesaid at any time that is one (1) business day prior to the Sale Hearing. If no
objection is timely received, (x) the counterparty to a Designated Contract shall
be deemed to have consented to the assumption and assignment of the Designated
Contract to the Successful Bidder and shall be forever barred from asserting any
objection with regard to such assumption and assignment, and (y) the Cure
Amount set forth in the Assumption, Assignment and Cure Notice shall be
controlling, notwithstanding anything to the contrary in any Designated Contract,
or any other document, and the counterparty to a Designated Contract shall be
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deemed to have consented to the Cure Amount and shall be forever barred from
asserting any other claims related to such Designated Contract against the Debtors
or the Successful Bidder, or the property of any of them.

3. If the Purchaser is not the Successful Bidder at the
Auction, then prior to the Sale Hearing the Debtors shall send a subsequent notice
to each non-Debtor party to a Designated Contract identifying the Successful
Bidder and publish same on the Website so as to provide adequate notice to such
non-Debtor party. '

Administrative Priority Claims; Administrative Stay

13.  Pursuant to sections 362, 364 and 105(a) of the Bankruptcy Code and 28 U.S.C.
§ 959, the following additional relief is granted:

a. No payments shall be made by the Debtors with respect to any
costs or expenses of administration in the Debtors’ chapter 11
cases incurred during the period from the Commencement Date
through February 24, 2011 (each, a “Pre-Sale Period Claim”);
provided, however that, notwithstanding the foregoing, Critical
Expenses, as determined by the Debtors, may be paid to the extent
provided for in the Sale Budget;

b. No holder of a Pre-Sale Period Claim shall take any action prior to
June 21, 2011 to collect or otherwise realize on such claim,
whether pursuant to judicial process, set off or otherwise;

c. The Debtors are authorized to pay in full all costs and expenses of
administration relating to the Sale Process Period as provided in
and up to the amounts provided for in the Sale Budget (the
“Administrative Priority Expenses”); provided, however, that in
connection with any studio agreements between the Debtors and
movie studios, only the following shall be included as
Administrative Priority Expenses®: (x) revenue share fees from the
rental of movie titles that accrue during the Sale Process Period
(“Rental Share Fees”) only up to the amounts provided in the Sale
Budget, and (y) previously rented product fees that accrue during

* For the avoidance of doubt, Administrative Priority Expenses shall not include (i) any amounts or

claims under any studio agreements other than the subsequently defined Rental Share Fees, Operating
Stores PRP Fees, and Closing Stores PRP Fees accrued during the Sale Process Period up to the
Closing Stores PRP Fee Cap; (ii) any revenue share fees or previously rented product fees or any
other fee or claim that may accrue after the Sale Process Period or as a result of the sale of the Assets;
(iii) any amounts not detailed in the Sale Budget; and (iv) any Rental Share Fees, Operating Stores
PRP Fees, and Closing Stores PRP Fees owed to a movie studio that stops shipping units or
delivering digital content to the Debtors on cash in advance or other terms agreeable to the Debtors.
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the Sale Process Period from the sale of movie titles (A) in stores
that continue to operate in the ordinary course only up to the
amounts provided in the Sale Budget (the “Operating Stores PRP
Fees) and (B) in connection with any previously rented product
fees that accrue during the Sale Process Period from the sale of
movie titles in stores that are liquidating (the “Closing Stores PRP
Fees™), provided, that such Closing Stores PRP Fees shall be
limited to an amount no greater than $9 million (the “Closing
Stores PRP Fee Cap”) as provided for in the Sale Budget, and
only Operating Stores PRP Fees and Closing Stores PRP Fees only
up to the Closing Store PRP Fee Cap shall receive superpriority
claim status’ ; and

d. Notwithstanding anything contained in the DIP Order to the
contrary, pursuant to section 364 of the Bankruptcy Code, all
Administrative Priority Expenses shall have superpriority claim
status® in these chapter 11 cases which shall be senior and prior in
right of payment to all other costs and expenses of administration
of these chapter 11 cases other than the Carve-Out Expenses and
the DIP Obligations (exclusive of the Roll-Up Note Obligations).

For the avoidance of doubt, payment of the Administrative Priority
Expenses shall be subject and subordinate in all respects to the
payment and satisfaction of the Carve-Out Expenses.

Any amount of Closing Stores PRP Fees greater than the Closing Stores PRP Fee Cap shall not
receive superpriority claim status notwithstanding such fees may have been incurred during the Sale
Process Period.

For the avoidance of doubt, (i) any amounts or claims that may be claimed to arise under studio
agreements whether they accrue during or after the Sale Process Period (other than the
aforementioned Rental Share Fees, Operating Stores PRP Fees, and Closing Stores PRP Fees accrued
during the Sale Process Period and, as to Closing Stores PRP Fees, up to the Closing Stores PRP Fee
Cap); (ii) any revenue share fees or previously rented product fees or any other fee or claim that may
accrue after the Sale Process Period or as a result of the sale of the Assets; (iii) any amounts not
detailed in the Sale Budget; and (iv) any Rental Share Fees, Operating Stores PRP Fees, and Closing
Stores PRP Fees owed to a movie studio that stops shipping units or delivering digital content to the
Debtors on cash in advance or other terms agreeable to the Debtors shall not receive such
superpriority claim status.
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14. This Court shall retain jurisdiction to hear and determine all matters arising from

the implementation of this Order.

Dated: New York, New York
, 2011

HONORABLE BURTON R. LIFLAND
UNITED STATES BANKRUPTCY JUDGE
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Bid Procedures
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X
Inre : Chapter 11
Blockbuster Inc., ef al.,! : Case No. 10-14997 (BRL)
(Jointly Administered)
Debtors. :
X

BID PROCEDURES FOR THE SALE
OF SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS

Blockbuster Inc. and certain of its direct or indirect domestic subsidiaries, as
debtors and debtors in possession (collectively, “Blockbuster” or the “Debtors™), set forth the
following bid procedures (the “Bid Procedures™) to be employed in connection with an auction
(the “Auction”) for the sale of substantially all of the Debtors’ assets. At a hearing following the
Auction (the “Sale Hearing”), the Debtors will seek the entry of an order or orders (the “Sale
Order”) from the United States Bankruptcy Court for the Southern District of New York (the
“Bankruptcy Court”) authorizing and approving the sale to the Qualified Bidder(s) (as defined
below) that the Debtors, in consultation with the statutory committee of unsecured creditors (the
“Creditors’ Committee”) and, subject to the conditions described below, the holders of
approximately 80% in principal amount of the 11.75% Senior Secured Notes due 2014 issued by
Blockbuster Inc. (the “Steering Committee”), determine to have made the highest or otherwise
best bid(s) (each, a “Successful Bidder”), recognizing that, in determining the highest or
otherwise best bid, a critical consideration shall be the bid that provides the greatest net proceeds
available for distribution to creditors by the estates after the payment of the Carve-Out Expenses,
Critical Expenses, Administrative Priority Expenses and the Expense Reimbursement (each as
defined and more fully described in the motion seeking, among other things, entry of the Sale
Order (the “Sale Motion™)).

Approvals

The proposed sale(s) shall in all respects be subject to approval by the Bankruptcy
Court and in compliance with: (i) the applicable provisions of chapter 11 of title 11 of the U.S.

The Debtors, together with the last four digits of each Debtor’s federal tax identification number, are:
Blockbuster Inc. (5102); Blockbuster Canada Inc. (1269); Blockbuster Digital Technologies Inc.
(9222); Blockbuster Distribution, Inc. (0610); Blockbuster Gift Card, Inc. (1855); Blockbuster Global
Services Inc. (3019); Blockbuster International Spain Inc. (7615); Blockbuster Investments LLC
(6313); Blockbuster Procurement LP (2546); Blockbuster Video Italy, Inc (5068); Movielink, LLC
(5575); Trading Zone Inc. (8588); and B LLC (5219).

Capitalized terms used but not defined in these Bid Procedures shall have the meanings ascribed to
them in the Sale Motion.
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Code (the “Bankruptcy Code”); (ii) the Federal Rules of Bankruptcy Procedure (the
“Bankruptcy Rules”); and (iii) other applicable rules and law, including, without limitation, the
Local Rules and Orders of the Bankruptcy Court.

Assets to Be Sold

The Auction shall consist of all of the assets (the “Assets™) used in Blockbuster’s
business operations, including but not limited to, its inventory, cash, intellectual property, digital
rights, executory contracts, unexpired leases of nonresidential real property (including its
distribution centers), owned real property, and the Debtors’ equity interests in their non-Debtor
foreign subsidiaries.

Confidentiality Agreements

Upon execution of a valid confidentiality agreement, in form and substance
satisfactory to the Debtors, any party that the Debtors deem in their discretion capable of
submitting a Qualified Bid (as defined below) that wishes to conduct due diligence on any of the
Assets may be granted access to all material information that has been or will be provided to the
Stalking Horse Bidder (as defined below) and other such bidders.

Bid Deadline

Any person or entity interested in participating in the Auction must submit a
Qualified Bid (as defined below) on or before , 2011 at 5:00 p.m. (New York Time)
(the “Bid Deadline) in writing, to: (i) the attorneys for the Debtors, Weil, Gotshal & Manges
LLP, 767 Fifth Avenue, New York, New York 10153 (Attn: Stephen Karotkin, Esq. and Martin
A. Sosland, Esq.); (ii) the attorneys for the Creditors’ Committee, Cooley LLP, 1114 Avenue of
the Americas, New York, New York 10036 (Attn: Jay R. Indyke, Esq., Richard Kanowitz, Esq.,
and Jeffrey L. Cohen, Esq.),; and (iii) the attorneys for the Steering Committee, Sidley Austin
LLP, 787 Seventh Avenue, New York, New York 10019 (Attn: James Seery, Esq.).

Qualified Bids

In order to participate in the bidding process and be deemed a “Qualified Bidder,”
each potential bidder (other than the Stalking Horse Bidder, as defined below) must submit a
“Qualified Bid’ by the Bid Deadline. To constitute a Qualified Bid, a bid must:

(a) be in writing;

(b) state that such bidder offers to purchase the Assets, or some substantial
portion thereof;

(©) state that such bidder is prepared to enter into a legally binding purchase
and sale agreement or similar agreement for the acquisition of such Assets
on terms and conditions no less favorable in the aggregate to the Debtors
than the terms and conditions contained in that certain Asset Purchase and
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(d)

(e)

()

(g

(h)

@

®

(k)

Sale Agreement (the “Stalking Horse APA™),} dated as of , by
and among Blockbuster Inc., the Debtor Subsidiaries Party thereto and
Cobalt Video Holdco LLC (the “Stalking Horse Bidder”), including
(i) taking into account payment of the Expense Reimbursement plus at
least $1 million in additional value, and (ii) provision for a cash
component sufficient to pay in full in cash all amounts set forth in Section
3.3(c) (__) — (_) of the Stalking Horse APA;

include a clean and duly executed Asset Purchase Agreement
(the “Modified APA”) and a marked Modified APA reflecting the
variations from the Stalking Horse APA;

provide that such bidder’s offer is terminable only in accordance with its
terms as agreed to by the Debtors and otherwise irrevocable until (i) the
closing of the purchase of the Assets if such bidder is the Successful
Bidder (as defined below) and (ii) for two (2) business days after the
earlier of the closing of the Sale Transaction with the Successful Bidder or
the termination of the Successful Bid, if such bidder is designated the
Back-Up Bidder (as defined below) at the conclusion of the Auction;

state that such bidder is financially capable of consummating the
transactions contemplated by the Modified APA and detail the source(s) of
funds that will be used to consummate the transaction;

include such financial and other information that will allow the Debtors to
make a reasonable determination as to the bidder’s financial and other
capabilities to consummate the transaction contemplated by the Modified
APA;

for any bid that requires the assumption and assignment of executory
contracts or unexpired leases, the bidder must identify which executory
contracts and/or unexpired leases are to be assumed and assigned and
provide evidence establishing its ability to provide adequate assurance of
performance of such executory contracts or unexpired leases;

not request or entitle the bidder to any transaction or break-up fee, expense
reimbursement, or similar type of payment;

fully disclose the identity of each entity that will be bidding for the
applicable Assets or otherwise participating in connection with such bid,
and the complete terms of any such participation;

not contain any due diligence or financing contingencies of any kind;

A copy of the Stalking Horse APA is available on the Debtors’ claims agent’s website at

www.kcclle.net/blockbuster.
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(D include evidence of authorization and approval from the bidder’s board of
directors (or comparable governing body) with respect to the submission,
execution, delivery and closing of the Modified APA; and

(m) include a cash deposit in an amount equal to ten (10%) percent of the
value of the consideration offered to purchase the Assets (the “Good Faith
Deposit™).

The Debtors, in their discretion, may accept a single Qualified Bid or multiple
bids for non-overlapping material portions of the Assets such that, if taken together in the
aggregate, would otherwise meet the standards for a single Qualified Bid.

Notwithstanding the requirement set forth above that a Qualified Bid must include
an offer to purchase all or a substantial portion of the Assets, the Debtors will consider bids for
less than a substantial (but nevertheless a material) portion of the Assets. In this regard, with the
goal and primary purpose of selling substantially all of the Assets, the Debtors, in their
discretion, may accept as a single Qualified Bid, multiple bids for non-overlapping material
portions of the Assets such that, when taken together in the aggregate, such bids would otherwise
meet the standards for a single Qualified Bid. The Debtors may permit otherwise Qualified
Bidders who submitted bids by the Bid Deadline for less than a substantial (but nevertheless a
material) portion of the Assets but who were not identified as a component of a single Qualified
Bid consisting of such multiple bids, to participate in the Auction and to submit higher or
otherwise better bids that in subsequent rounds of bidding may be considered, together with
other bids for non-overlapping material portions of the Assets, as part of such a single Qualifying
Bid for overbid purposes.

In accordance with section 363(k) of the Bankruptcy Code, a credit bid may be
submitted on behalf of all of the holders of the Senior Secured Notes to the extent any such credit
bid is authorized by the terms of paragraph 29 of the DIP Order, the Indenture, and any other
documents governing such notes; provided, however, in order to be considered, any such credit
bid must include a cash component adequate to fund the payment in full, in cash of the Carve-
Out Expenses, the Critical Expenses, the Administrative Priority Expenses, the Expense
Reimbursement, the Estimated Wind Down Expenses, and the Approved Sale Expenses. A
credit bid may also be submitted on behalf of all holders of the Roll-Up Notes or all of the DIP
Lenders only to the extent any such credit bid is authorized by the terms of paragraph 29 of the
DIP Order, and subject to the foregoing requirements as to the cash component. A credit bid
consistent with this paragraph shall be deemed to be a Qualified Bid.

The Debtors, in consultation with the Creditors’ Committee and, as applicable, the
Steering Committee, shall make a determination regarding whether a bid is a Qualified Bid and
shall notify bidders whether their bids have been determined to be Qualified Bids by no later
than 5:00 p.m. (New York Time) on , 2011. The Stalking Horse Bidder is deemed a
Qualified Bidder and the Stalking Horse APA constitutes a Qualified Bid for all purposes.
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Stalking Horse Bidder Expense Reimbursement

Recognizing the Stalking Horse Bidder’s expenditure of time, energy, and
resources, the Debtors have agreed that if the Stalking Horse Bidder is not the Successful Bidder,
the Debtors will, in certain circumstances, pay to the Stalking Horse Bidder an Expense
Reimbursement not to exceed $5,000,000.

No Qualified Bids

If no timely, conforming Qualified Bids, other than the Stalking Horse APA, are
submitted by the Bid Deadline with respect to any of the Assets, the Debtors shall not hold the
Auction and, instead, shall request at the Sale Hearing that the Bankruptcy Court approve the
Stalking Horse APA with the Stalking Horse Bidder.

Auction

In the event that the Debtors timely receive one or more Qualified Bids other than
the Stalking Horse APA for any of the Assets, the Debtors shall conduct the Auction. The
Auction will be conducted at the offices of Weil, Gotshal & Manges LLP, 767 Fifth Avenue,
New York, New York 10153 on , 2011 at 10:00 a.m. (New York Time), or such other
location as designated by the Debtors in a notice to all Qualified Bidders; provided, however,
that the Debtors shall have the right to cancel the Auction at any time by delivering notice of
such cancellation to all Qualified Bidders; provided further, that the Debtors shall have the right
to conduct any number of Auctions on such date to accommodate Qualified Bids for certain, but
less than all, of the Debtors’ Assets if the Debtors determine, in their business judgment and in
consultation with the Creditors’ Committee and the Steering Committee (subject to the
description of the consultation rights provided on page 7 of these Bid Procedures), that such
process would be in the best interest of the Debtors’ estates.

The Auction shall be governed by the following procedures, subject to
modification by the Debtors at the Auction:

(a) The Stalking Horse Bidder and the Qualified Bidders shall appear in
person at the Auction, or through a duly authorized representative.

b) Only representatives of the Debtors, the Stalking Horse Bidder, holders of
Qualified Bids, the DIP Lenders, the Steering Committee, and the
Creditors’ Committee shall be entitled to be present at the Auction.

(c) Only the Stalking Horse Bidder and Qualified Bidders shall be entitled to
make any subsequent bids at the Auction.

(d  Each Qualified Bidder (including the Stalking Horse Bidder) shall be
required to confirm that it has not engaged in any collusion with respect to

the bidding or the sale.

(e) Bidding shall commence at the amount of the highest Qualified Bid
submitted by the Qualified Bidders prior to the Auction.
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) Qualified Bidders may then submit successive bids higher than the
previous bid in increments of no less than $1 million. The Debtors reserve
the right, in their reasonable discretion and subject to the exercise of their
business judgment, to announce reductions or increases in minimum
incremental bids at any time during the Auction.

(g) All Qualified Bidders shall have the right to submit additional bids and
make additional modifications to the Stalking Horse APA or their

respective Modified APA, as applicable, at the Auction to improve such
bids.

(h) The Auction may include individual negotiations with the Qualified
Bidders and/or open bidding in the presence of all other Qualified Bidders.

) The Debtors reserve the right to (x)determine, in their reasonable
discretion and in consultation with the Creditors’ Committee and the
Steering Committee (subject to the description of the consultation rights
provided on page 7 of these Bid Procedures), which bid is the highest or
otherwise best (recognizing that, in determining same, a critical
consideration shall be which bid provides the greatest net proceeds
available for distribution to creditors by the estates after payment of, inter
alia, the Carve-Out Expenses, the Critical Expenses, the Administrative
Priority Expenses, and the Expense Reimbursement, if any), and (y) reject
at any time, without liability, any offer, other than the Stalking Horse Bid,
that the Debtors, in their reasonable discretion and in consultation with the
Creditors’ Committee and, as applicable, the Steering Committee, deem to
be (1) inadequate or insufficient, (2) not in conformity with the
requirements of the Bankruptcy Code, the Bankruptcy Rules, the Local
Rules, or procedures set forth therein or in the Bid Procedures Order, or
(2) contrary to the best interests of the Debtors and their estates.

() The Auction shall continue until the Debtors determine, in consultation
with the Creditors’ Committee and, as applicable, the Steering Committee,
and subject to Bankruptcy Court approval, that the Debtors have received
the highest or otherwise best offer or offers for the Assets from among the
Qualified Bidders (including the Stalking Horse Bidder) submitted at the
Auction (the “Successful Bid(s)”) (recognizing that, in determining same,
a critical consideration shall be which bid provides the greatest net
proceeds available for distribution to creditors by the estates after payment
of, inter alia, the Carve-Out Expenses, Critical Expenses, Administrative
Priority Expenses, and the Expense Reimbursement, if any). In making
this decision, the Debtors may, in consultation with the Creditors’
Committee and, as applicable, the Steering Committee, consider, without
limitation, the amount of the purchase price, the form of consideration
being offered, the likelihood of the Qualified Bidders’ ability to close a
given transaction, the proposed timing thereof, and rights of such
Qualified Bidder and the Debtors with respect to the termination thereof,
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the number, type and nature of any changes reflected in the Modified APA
requested by each Qualified Bidder, and the net benefit to the Debtors’
estates. The Qualified Bidder(s) submitting such Successful Bid(s) for the
Assets shall become the “Successful Bidder(s),” and shall have such rights
and responsibilities of a purchaser, as set forth in the Modified APA or
Purchase Agreement, as applicable.

After adjournment of the Auction, but prior to the Sale Hearing, the Successful
Bidder(s) shall complete and execute all agreements, contracts, instruments or other documents
evidencing and containing the terms and conditions upon which the Successful Bid(s) were made
and make and pay for all necessary filings with all applicable governmental or other authorities.
Bids made after the close of the Auction shall not be considered by the Debtors.

Reservation of Rights

The Debtors reserve the right, in their reasonable discretion and subject to the
exercise of their business judgment, to make non-material alterations to these Bid Procedures
and/or to terminate discussions with any and all prospective acquirers and investors (including
the Stalking Horse Bidder) at any time and without specifying the reasons therefor, but only to
the extent not materially inconsistent with the Bid Procedures set forth herein.

Back-Up Bidder and Return of Good Faith Deposits

If an Auction is conducted, the Qualified Bidder with the next highest or
otherwise best Qualified Bid for the Assets at the Auction (the “Back-Up Bid”) shall be required
to serve as the back-up bidder (the “Back-Up Bidder”) for such Assets and keep such Back-Up
Bid open and irrevocable for either (i) two (2) business days after the closing of the Sale
Transaction with the Successful Bidder, or (ii) five (5) business days after the termination of the
Successful Bid, whichever applies. Following the Sale Hearing, if the Successful Bidder fails to
consummate an approved Sale Transaction because of a breach or failure to perform on the part
of such Successful Bidder or otherwise, the Back-Up Bidder will be deemed to be the new
Successful Bidder, and the Debtors will be authorized, but not required, to consummate the sale
with the Back-Up Bidder without further order of the Bankruptcy Court. For the avoidance of
doubt, absent participation in the Auction and the making of an overbid, the Stalking Horse
Bidder cannot be designated the Back-Up Bidder, unless it consents to such designation.

Except as otherwise provided herein, Good Faith Deposits shall be returned to
each bidder not selected by the Debtors as the Successful Bidder or the Back-Up Bidder by no
later than the fifth (5th) business day following the conclusion of the Auction. The Good Faith
Deposit of the Back-Up Bidder shall be held by the Debtors until one (1) business day after the
closing of the sale transaction with the Successful Bidder.

Steering Committee

In connection with any consultation rights provided to the Steering Committee
herein, neither the Stalking Horse Bidder nor any other holder of the Senior Secured Notes who
has submitted, or participated in the submission of, a bid may participate in the Steering
Committee’s consultation rights unless and until such time as the Stalking Horse Bidder or such
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other bidder informs the Debtors and the Steering Committee that it has irrevocably withdrawn
from participating in the Auction.

Sale Hearing

The Successful Bid(s) (or the Stalking Horse APA, if no Qualified Bid other than
that of the Stalking Horse Bidder is received or accepted) will be subject to approval by the
Bankruptcy Court. The Sale Hearing will take place on , 2011 at 10:00 a.m. (New York
Time) before the Honorable Burton R. Lifland, United States Bankruptcy Judge, United States
Bankruptcy Court, Southern District of New York, One Bowling Green, New York, New York
10004, Courtroom 623. The Sale Hearing may be adjourned from time to time without further
notice to creditors or parties in interest other than by announcement of the adjournment in open
Court on the date scheduled for the Sale Hearing or on the Court’s docket.
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Exhibit B

Sale Notice
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X
Inre : Chapter 11
BLOCKBUSTER INC.,, et al.,l : Case No. 10-14997 (BRL)
(Jointly Administered)
Debtors.
X

NOTICE OF (I) PROPOSED SALE OF ALL OR
SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS FREE
AND CLEAR OF ALL LIENS, CLAIMS AND ENCUMBRANCES,
(II) BID PROCEDURES, (IIT) AUCTION, AND (1V) SALE HEARING

PLEASE TAKE NOTICE that, on February __, 2011, Blockbuster Inc. and its
debtor affiliates, as debtors and debtors in possession in the above-captioned chapter 11 cases
(collectively, “Blockbuster” or the “Debtors™), filed a motion (the “Sale Motion”) with the
United States Bankruptcy Court for the Southern District of New York (the “Bankruptcy
Court”) seeking entry of (i) an order, among other things, (a) approving certain procedures (the
“Bid Procedures™) for the solicitation of bids and the conduct of an auction (the “Auction”) in
connection with the sale (the “Sale Transaction™) of all or substantially all of the Debtors’ assets
(the “Assets™), (b) approving the form and manner of notice with respect to the proposed sale of
the Assets, the Auction, and the Sale Hearing (as defined below), (¢) approving procedures for
the assumption and assignment of contracts and leases (the “Assumption Procedures™) to any
purchaser of the Assets and/or to resolve any objections thereto and related notices,
(d) scheduling a hearing to approve any such sale with respect to any bid accepted by the
Debtors (the “Sale Hearing”); and (ii) an order (a)authorizing and approving the Sale
Transaction contemplated in that certain Asset Purchase and Sale Agreement, the “Purchase
Agreement”) with Cobalt Video Holdco LLC (the “Purchaser”) or such Successful Bidder(s) (as
such term is defined in the Bid Procedures), and (b) authorizing and approving the assumption
and assignment of certain executory contracts and unexpired leases (the “Designated
Contracts”) in connection with the Sale Transaction.

PLEASE TAKE FURTHER NOTICE that the Auction is currently
scheduled to be conducted at the offices of Weil, Gotshal & Manges LLP, 767 Fifth Avenue,
New York, New York 10153 on , 2011 at 10:00 a.m. (New York Time), at which time

The Debtors, together with the last four digits of each Debtor’s federal tax identification number, are:
Blockbuster Inc. (5102); Blockbuster Canada Inc. (1269); Blockbuster Digital Technologies Inc.
(9222); Blockbuster Distribution, Inc. (0610); Blockbuster Gift Card, Inc. (1855); Blockbuster Global
Services Inc. (3019); Blockbuster International Spain Inc. (7615); Blockbuster Investments LLC
(6313); Blockbuster Procurement LP (2546); Blockbuster Video Italy, Inc (5068); Movielink, LLC
(5575); Trading Zone Inc. (8588); and BZLLC (5219).
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all “Qualified Bidders” (as such term is defined in the Bid Procedures) may bid and
participate pursuant to the terms of the Bid Procedures. As described in the Bid Procedures,
the Debtors are soliciting bids for all of their Assets. The Auction will continue until such time
as the highest or otherwise best offer is determined by the Debtors. The Debtors may adopt rules
for the Auction that will promote the goals of the Auction process and that are not inconsistent
with any of the provisions of the Bid Procedures. Only bidders who submit bids in accordance
with the Bid Procedures will be allowed to attend the Auction.

A copy of the Sale Motion, the Purchase Agreement, the Bid Procedures, and the
order approving the Bid Procedures (the “Bid Procedures Order”) may be obtained by (i)
contacting the attorneys for the Debtors, Weil, Gotshal & Manges LLP at (x) 767 Fifth Avenue,
New York, New York 10153 (Attn: Stephen Karotkin, Esq.) and (y) 200 Crescent Court, Suite
300, Dallas, Texas 75201 (Attn: Martin A. Sosland, Esq.); (ii) accessing the Bankruptcy Court’s
website at http://www.nysb.uscourts.gov (please note that a PACER password is needed to
access documents on the Court’s website); (iii) viewing the docket of these cases at the Clerk of
the Court, United States Bankruptcy Court for the Southern District of New York, Alexander
Hamilton Custom House, One Bowling Green, New York, New York 10004; or (iv) accessing
the public website maintained by the Debtors’ court-appointed claims agent, Kurtzman Carson
Consultants, at www.kccllc.net/blockbuster. Copies of such documents may also be obtained by
contacting Kurtzman Carson Consultants at (877) 660-6684.

PLEASE TAKE FURTHER NOTICE that the Sale Hearing is currently
scheduled to be held on , 2011 at 10:00 am (New York Time) at the United States
Bankruptcy Court for the Southern District of New York, Alexander Hamilton Custom
House, One Bowling Green, New York, New York 10004, Courtroom 623, before the
Honorable Burton R. Lifland, United States Bankruptcy Judge, to consider the Debtors’
selection of the highest or otherwise best bid and approval of the Sale Transaction. The Sale
Hearing may be adjourned, from time to time, without further notice to creditors or parties in
interest other than by announcement of the adjournment in open Court or on the Court’s docket.

PLEASE TAKE FURTHER NOTICE THAT ANY OBJECTIONS TO ANY
RELIEF REQUESTED IN THE SALE MOTION, INCLUDING THE DEBTORS’
REQUEST TO APPROVE THE SALE OF ASSETS FREE AND CLEAR OF ALL LIENS,
CLAIMS, AND ENCUMBRANCES, MUST BE IN WRITING, FILED, AND SERVED SO
AS TO BE ACTUALLY RECEIVED BY , 2011 AT 5:00 P.M. (NEW YORK TIME)
by the Bankruptcy Court and: (a) the Debtors, c/o Blockbuster Inc., 1201 Elm Street, Dallas,
Texas 75270 (Attn: Rod McDonald, Esq.); (b) Weil, Gotshal & Manges LLP, attorneys for the
Debtors at (x) 767 Fifth Avenue, New York, New York 10153 (Attn: Stephen Karotkin, Esq.)
and (y) 200 Crescent Court, Suite 300, Dallas, Texas 75201 (Attn: Martin A. Sosland, Esq.);
(c) the Office of the United States Trustee for Region 2, 33 Whitehall Street, 21st Floor, New
York, New York 10004 (Attn: Brian Masumoto, Esq. and Elisabetta Gasparini, Esq.); (d) the
United States Attorney for the Southern District of New York, One St. Andrew’s Plaza, Claims
Unit — Room 417, New York, New York 10007; (e) the Securities & Exchange Commission,
Northeast Region, The Woolworth Building, 233 Broadway, New York, New York 10279 (Attn:
John Murray); (f) Cooley LLP, attorneys for the Creditors’ Committee, 1114 Avenue of the
Americas, New York, New York 10036 (Attn: Jay R. Indyke, Esq., Richard Kanowitz, Esq., and
Jeffrey L. Cohen, Esq.); (g) Sidley Austin LLP, attorneys for the Steering Committee and the
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DIP Lenders, 787 Seventh Avenue, New York, New York 10019 (Attn: James Seery, Esq.);
(h) Sheppard, Mullin, Richter & Hampton LLP, attorneys for U.S. Bank National Association, as
trustee under that certain Indenture, dated October 1, 2009, with respect to the Senior Secured
Notes, 333 South Hope St., Floor 43, Los Angeles, California 90071 (Attn: Kyle J. Mathews,
Esq.); (i) Emmet, Marvin & Martin, LLP, attorneys for The Bank of New York Trust Company,
N.A., as trustee under that certain Indenture, dated as of August 20, 2004, with respect to the 9%
Senior Subordinated Notes due 2012 issued by Blockbuster Inc., 120 Broadway, 32nd Floor,
New York, New York 10271 (Attn: Edward P. Zujkowski, Esq.); (j) Skadden, Arps, Slate,
Meagher & Flom LLP, attorneys for Wilmington Trust FSB as agent under the DIP Facility, 4
Times Square, New York, New York 10036 (Attn: Peter J. Neckles, Esq.); and (k) Milbank,
Tweed, Hadley & McCloy LLP, 601 South Figueroa Street, 30th Floor, Los Angeles, CA 90017-
5735, the attorneys for the Purchaser (Attn: Mark Shinderman, Esq. and Brian Kelly, Esq.).

This notice is qualified in its entirety by the Bid Procedures Order and the Sale
Motion. All persons and entities are urged to read the Bid Procedures Order and the Sale Motion
and the provisions thereof carefully. To the extent that this notice is inconsistent with the Bid
Procedures Order, the terms of the Bid Procedures Order shall govern.

PLEASE TAKE FURTHER NOTICE THAT THE FAILURE TO ABIDE BY THE
PROCEDURES AND DEADLINES SET FORTH IN THE BID PROCEDURES ORDER
AND THE BID PROCEDURES MAY RESULT IN THE FAILURE OF THE
BANKRUPTCY COURT TO CONSIDER A COMPETING BID OR AN OBJECTION TO
THE PROPOSED SALE TRANSACTION.

Dated: , 2011

WEIL, GOTSHAL & MANGES LLP

767 Fifth Avenue

New York, New York 10153

Telephone: (212) 310-8000

Facsimile: (212) 310-8007

Attorneys for Debtors and Debtors in Possession
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Exhibit C

Notice of Assumption and Assignment
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UNITED STATES BANKRUPTCY COURT-
SOUTHERN DISTRICT OF NEW YORK

X
Inre : Chapter 11
Blockbuster Inc., ef al. ,1 : Case No. 10-14997 (BRL)
(Jointly Administered)
Debtors.
X

NOTICE OF ASSUMPTION, ASSIGNMENT AND CURE AMOUNT
WITH RESPECT TO EXECUTORY CONTRACTS AND UNEXPIRED
LEASES RELATED TO THE SALE OF THE ASSETS OF THE DEBTORS

PLEASE TAKE NOTICE that, on February ___, 2011, Blockbuster Inc. and its
debtor-affiliates in the above-captioned chapter 11 cases (collectively, “Blockbuster” or the
“Debtors’) entered into a Purchase Agreement (the “Purchase Agreement’) with Cobalt Video
Holdco LLC (the “Purchaser”), under which the Debtors have agreed to sell to Purchaser certain
assets (as defined in the Purchase Agreement, the “Assets”), and Purchaser has agreed to assume
(or cause certain of its subsidiaries to assume) certain liabilities, related to the Debtors’ business
(the “Sale Transaction”). The Purchase Agreement is subject to higher or otherwise better
offers and an auction process.

PLEASE TAKE FURTHER NOTICE that, on February __, 2011, the Debtors
filed a motion (the “Sale Motion”) to among other things (a) establish sales and bidding
procedures with respect to the Sale Transaction, (b) approve certain stalking horse bidder
protections, (c) schedule an auction and sale hearing (the “Sale Hearing’) with respect to the
Sale Transaction, and (d) approve the sale of the Assets and the assumption and assignment of
certain contracts and leases relating thereto free and clear of all liens, claims, encumbrances and
other interests.

PLEASE TAKE FURTHER NOTICE that the Sale Hearing is currently
scheduled to be held on , 2011 at 10:00 am (New York Time) at the United States
Bankruptcy Court for the Southern District of New York, Alexander Hamilton Custom House,
One Bowling Green, New York, New York 10004, Courtroom 623, before the Honorable Burton
R. Lifland, United States Bankruptcy Judge, to consider the Debtors’ selection of the highest or
otherwise best bid and the approval of Sale Transaction. The Sale Hearing may be adjourned,

' The Debtors, together with the last four digits of each Debtor’s federal tax identification number, are:

Blockbuster Inc. (5102); Blockbuster Canada Inc. (1269); Blockbuster Digital Technologies Inc.
(9222); Blockbuster Distribution, Inc. (0610); Blockbuster Gift Card, Inc. (1855); Blockbuster Global
Services Inc. (3019); Blockbuster International Spain Inc. (7615); Blockbuster Investments LLC
(6313); Blockbuster Procurement LP (2546); Blockbuster Video Italy, Inc (5068); Movielink, LLC
(5575); Trading Zone Inc. (8588); and B?LLC (5219).
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from time to time, without further notice to creditors or parties in interest other than by
announcement of the adjournment in open Court or on the Court’s docket.

PLEASE TAKE FURTHER NOTICE that, pursuant to the Sale Transaction,
the Debtors have sought authorization to assume and assign certain executory contacts and
unexpired leases relating to the Assets upon consummation of the transactions contemplated by
the Sale Transaction. A list of these executory contracts and unexpired leases (the “Designated
Contracts™) is attached hereto as Exhibit “A” and is also available on the internet at
www kcclle.net/blockbuster (the “Website’), or upon request to the Debtors’ noticing agent at 1-
877-660-6684. The Debtors and the Purchaser reserve the right to remove any Designated
Contracts from such list prior to consummation of the transaction contemplated by the Sale
Transaction.

YOU ARE RECEIVING THIS NOTICE BECAUSE
YOU MAY BE A PARTY TO A DESIGNATED CONTRACT
(OR REPRESENT A PARTY TO A DESIGNATED CONTRACT).

The Debtors have determined what they believe is the appropriate amount to cure
all unpaid amounts due (the “Cure Amount”) for each Designated Contract and have listed such
Cure Amounts on Exhibit “A” hereto and on the Website.

To the extent that you object to (i) the assumption and assignment to the
Purchaser of your respective Designated Contract in connection with the Sale Transaction or
(ii) the Cure Amount, then you must file with the Bankruptcy Court and serve an objection
upon the following parties, so as to be actually received by no later than , 2011 at 5:00
p-m. (New York Time): (a) the Office of the United States Trustee for Region 2, 33 Whitehall
Street, 21st Floor, New York, New York 10004 (Attn: Brian Masumoto, Esq. and Elisabetta
Gasparini, Esq.); (b) the Debtors, c/o Blockbuster Inc., 1201 Elm Street, Dallas, Texas 75270
(Attn: Rod McDonald, Esq.); (c) Weil, Gotshal & Manges LLP, attorneys for the Debtors at (x)
767 Fifth Avenue, New York, New York 10153 (Attn: Stephen Karotkin, Esq.) and (y) 200
Crescent Court, Suite 300, Dallas, Texas 75201 (Attn: Martin A. Sosland, Esq.); (d) the United
States Attorney for the Southern District of New York, One St. Andrew’s Plaza, Claims Unit —
Room 417, New York, New York 10007; (e) the Securities & Exchange Commission, Northeast
Region, The Woolworth Building, 233 Broadway, New York, New York 10279 (Attn: John
Murray); (f) Cooley LLP, attorneys for the Creditors’ Committee, 1114 Avenue of the Americas,
New York, New York 10036 (Attn: Jay R. Indyke, Esq., Richard Kanowitz, Esq., and Jeffrey L.
Cohen, Esq.); (g) Sidley Austin LLP, attorneys for the Steering Committee and the DIP Lenders,
787 Seventh Avenue, New York, New York 10019 (Attn: James Seery, Esq.); (h) Sheppard,
Mullin, Richter & Hampton LLP, attorneys for U.S. Bank National Association, as trustee under
that certain Indenture, dated October 1, 2009, with respect to the Senior Secured Notes, 333
South Hope St., Floor 43, Los Angeles, California 90071 (Attn: Kyle J. Mathews, Esq.);
(i) Emmet, Marvin & Martin, LLP, attorneys for The Bank of New York Trust Company, N.A.,
as trustee under that certain Indenture, dated as of August 20, 2004, with respect to the 9%
Senior Subordinated Notes due 2012 issued by Blockbuster Inc., 120 Broadway, 32nd Floor,
- New York, New York 10271 (Attn: Edward P. Zujkowski, Esq.); (j) Skadden, Arps, Slate,
Meagher & Flom LLP, attorneys for Wilmington Trust FSB as agent under the DIP Facility, 4
Times Square, New York, New York 10036 (Attn: Peter J. Neckles, Esq.); and (k) Milbank,
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Tweed, Hadley & McCloy LLP, 601 South Figueroa Street, 30th Floor, Los Angeles, CA 90017-
5735, attorneys for the Purchaser (Attn: Mark Shinderman, Esq. and Brian Kelly, Esq.). Any
objection to the proposed assumption and assignment must state with specificity the legal
and factual basis on which the objection is premised. Any objection to the Cure Amount
must state with specificity what other Cure Amount is required and provide appropriate
documentation in support thereof.

PLEASE TAKE FURTHER NOTICE that your objection, if any, will be heard
and determined at the Sale Hearing.

PLEASE TAKE FURTHER NOTICE that, if the Purchaser is not the
successful bidder at the Auction, then no less than three (3) days prior to the Sale Hearing, the
Debtors shall send a subsequent notice to you identifying the successful bidder and publish same
on the Website. In such an event, by no later than 5:00 p.m. (New York Time) on , 2011
or such other date that is one (1) business day prior to the Sale Hearing, you may file an
additional objection based solely on the ability of the successful bidder to perform its obligations
under such Designated Contract.

PLEASE TAKE FURTHER NOTICE that, if an objection to a Cure Amount is
filed, the Purchaser or other successful bidder reserves the right to delete the applicable contract
or lease as a Designated Contract if the Cure Amount is ultimately determined by order of the
Court to be higher than the Cure Amount set forth on Exhibit “A” hereto.

PLEASE TAKE FURTHER NOTICE that, if no objection to the assumption an
assignment of a Designated Contract or Cure Amount is timely filed and served, (a) the
counterparty to such a Designated Contract shall be deemed to have consented to the assumption
and assignment of the Designated Contract in connection with the Sale Transaction and shall be
forever barred from asserting any objection with regard to such assumption or assignment, and
(b) the Cure Amount set forth on Exhibit “A” or on the Website shall be controlling,
notwithstanding anything to the contrary in any Designated Contract, or any other document, and
the counterparty to a Designated Contract shall be deemed to have consented to the Cure
Amount and shall be forever barred from asserting any other claims related to such Designated
Contract against the Debtors or the successful bidder, or the property of any of them.

Dated: , 2011

WEIL, GOTSHAL & MANGES LLP

767 Fifth Avenue

New York, New York 10153

Telephone: (212) 310-8000

Facsimile: (212) 310-8007

Attorneys for Debtors and Debtors in Possession
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