
UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
---------------------------------------------------------------x 
       : 
In re        : Chapter 11 
       : 
BLOCKBUSTER INC., et al.,1  : Case No. 10-14997 (BRL) 
   : 
       : (Jointly Administered) 
  Debtors.    : 
--------------------------------------------------------------- x 

ORDER, PURSUANT TO 11 U.S.C. §§ 105, 363,  
364, 365 AND 503 AND FED. R. BANKR. P.  2002, 4001, 6004,  

6006, 9008, 9014, AND 9019 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 

Upon the Motion, dated February 21, 2011,2 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, 9014, and 9019 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”), (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 

                                                 
1  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 B2 LLC (5219). 

2 Capitalized terms used herein but not defined herein shall have the meanings ascribed to such terms 
in the Motion. 
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unexpired leases in connection with the Sale Transaction (as hereinafter defined), (E) incurrence 

of sale-related Administrative Priority Expenses, 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 10, 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:3 

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, 9014 and 9019.  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. 

                                                 
3  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, including the authorization to incur and pay expenses necessary 

to reach the sale and the application of the proceeds of the sale, (ii) approve the Expense 

Reimbursement as provided in the Purchase Agreement, as amended in the form annexed hereto 

as Exhibit “A” (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, (ii) 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.   
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THEREFORE, IT IS ORDERED, ADJUDGED, AND DECREED THAT: 

1. The Motion is granted, as provided herein. 

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 is designated as 

the “Stalking Horse Bid.”  

Bid Procedures 

4. The Bid Procedures, substantially in the form annexed hereto as Exhibit “B” 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, which 

hereby constitutes a Qualified 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 April 4, 2011 at 10:00 a.m. (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 (the 

“Bankruptcy Court”).  The Debtors shall file a notice announcing the results of the Auction and 

the identity of the Successful Bidder(s) on the Court’s docket and the Website (as defined below) 

as soon as practicable after conclusion of the Auction.  The Court shall hold a hearing on April 7, 

2011 at 10:00 a.m. (New York time) (the “Sale Hearing”), at which time the Court shall 
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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.   

7. Objections to the Sale Transaction, if any, shall be in writing and shall be filed 

and served so as to be actually received by the Bankruptcy Court and the following parties (the 

“Objection Recipients”) on or before March 31, 2011 at 5:00 pm New York Time (the 

“Objection Deadline”):  

a.  the Debtors, c/o Blockbuster Inc., 1201 Elm Street, Dallas, Texas 
75270 (Attn: Rod McDonald, Esq.);  

b. 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.);  

c.  the attorneys for the Creditors’ Committee, Cooley LLP, 1114 
Avenue of the Americas, New York, New York 10036 (Attn: Jay 
R. Indyke, Esq., Richard S. Kanowitz, Esq., and Cathy Hershcopf, 
Esq.); 

d. 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.); 

e. the attorneys for the Steering Committee and the DIP Lenders, 
Sidley Austin LLP, 787 Seventh Avenue, New York, New York 
10019 (Attn: James P. Seery, Esq., Paul S. Caruso, Esq., and Alex 
R. Rovira, Esq.);  

f. the attorneys for U.S. Bank National Association, as trustee (the 
“Senior Secured Indenture Trustee”) under that certain Indenture, 
dated October 1, 2009, with respect to the Senior Secured Notes, 
Sheppard, Mullin, Richter & Hampton LLP, 333 South Hope St., 
Floor 43, Los Angeles, California 90071 (Attn: Kyle J. Mathews, 
Esq.);  

g. the attorneys for The Bank of New York Trust Company, N.A., as 
trustee (the “Senior Subordinated Indenture 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., Emmet, Marvin & Martin, LLP, 120 Broadway, 32nd Floor, 
New York, New York 10271 (Attn: Edward P. Zujkowski, Esq.);  
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h. the attorneys for Wilmington Trust FSB as agent under the DIP 
Facility (the “DIP Agent”), Skadden, Arps, Slate, Meagher & 
Flom LLP, , 4 Times Square, New York, New York 10036 (Attn: 
Peter J. Neckles, Esq.);  

i. the United States Attorney for the Southern District of New York, 
(x) One St. Andrew’s Plaza, Claims Unit – Room 417, New York, 
New York 10007, and (y) 86 Chambers Street, 3d Floor, New 
York, New York 10007 (Attn: Pierre G. Armand, Esq.);  

j. the Securities & Exchange Commission, Northeast Region, The 
Woolworth Building, 233 Broadway, New York, New York 10279 
(Attn: John Murray); 

k. the attorneys for the Purchaser, Milbank, Tweed, Hadley & 
McCloy LLP, at (x) 601 South Figueroa Street, 30th Floor, Los 
Angeles, CA 90017-5735 (Attn: Mark Shinderman, Esq.) and 
(y) One Chase Manhattan Plaza, New York, New York 10005 
(Attn: Tom Janson, Esq.); and 

l. the attorneys for the Ad Hoc Studio Committee of Blockbuster Inc. 
et al. (the “Ad Hoc Studio Committee”), Pachulski Stang Ziehl & 
Jones LLP, 780 Third Avenue, 36th Floor, New York, New York 
10017 (Attn: Robert J. Feinstein, Esq.). 

Objections to the assumption and assignment of Designated Contracts are addressed below. 

8. 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. 

9. 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 

10. The Debtors are authorized and directed to pay the Expense Reimbursement as 

provided in the Purchase Agreement without further order of the Court.   
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11. 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 excluding and 

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, or credited against the purchase price if the 

Stalking Horse Bid is the Successful Bid and the sale contemplated by the Purchase Agreement 

is consummated. 

Authorization 

12. The Debtors are authorized to take any and all such actions as contemplated by 

the Stalking Horse Bid prior to the Auction and the Sale Hearing, including, without limitation, 

actions to notify creditors, customers, regulators or other interested parties regarding the Sale 

Transaction and to obtain any and all necessary consents or approvals regarding the Sale 

Transaction. 

Notice 

13. Notwithstanding anything in the Purchase Agreement to the contrary, notice of 

(a) the Motion, (b) the Bid Procedures, (c) the Auction, (d) the Objection Deadline, (e) the Sale 

Hearing and (f) 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:  
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1. provide notice, in substantially the form attached 
hereto as Exhibit “C” (the “Sale Notice”), of this Order, the Motion, the Stalking 
Horse Bid, the Auction, the Objection Deadline, and the Sale Hearing by email, 
mail, facsimile or overnight delivery service, upon: (i) the U.S. Trustee; (ii) the 
attorneys for the Creditors’ Committee; (iii) the attorneys for the Senior Secured 
Indenture Trustee; (iv) the attorneys for the Senior Subordinated Indenture 
Trustee; (v) the attorneys for the Steering Committee and the DIP Lenders; 
(vi) the attorneys for the DIP Agent; (vii) each counterparty to an executory 
contract or unexpired lease; (viii) in each State in which the Debtors’ stores are 
located: (a) the Attorney General’s Office, and (b) the applicable taxing 
authorities; (ix) the United States Attorney for the Southern District of New York; 
(x) the attorneys for the Purchaser; (xi) the attorneys for the Ad Hoc Studio 
Committee; (xii) those parties who have requested notice pursuant to Bankruptcy 
Rule 2002; (xiii) 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 (xiv) all known bona fide entities that have previously 
expressed an interest in purchasing the Assets in the twelve (12) months 
immediately preceding the date of the Motion; and 

2. cause the Sale Notice to be published on 
www.kccllc.net/blockbuster (the “Website”) as soon as practicable after entry of 
this Order. 

In addition, the Debtors (or their agents) shall publish the Sale Notice on one occasion each in 
The Wall Street Journal and The New York Times, national editions, on or before March 23, 
2011. 

(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 “D” (the “Assumption, Assignment and Cure Notice”).  The 
Assumption, Assignment and Cure Notice shall include (x) the Debtors’ 
calculation of the amount necessary to cure all monetary defaults (the “Cure 
Amount”) for each such Designated Contract, and (y) evidence of the Purchaser’s 
ability to provide adequate assurance of performance of such executory contracts 
or unexpired leases (an “Adequate Assurance Package”).  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 
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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) on March 31, 2011; 
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 12:00 
p.m. (New York time) on the 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 and 
Adequate Assurance Package shall be served on the counterparty by overnight 
courier service within one (1) day of such addition and any such 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 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 
(with, as applicable, a new Adequate Assurance Package) to each affected 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 affected 
non-Debtor party. 

14. As reflected in the budget attached hereto as Exhibit “E” (the “Sale Budget”), the 

DIP Lenders consent to the payment of $3.5 million from Cash Collateral, which shall be made 

as soon as practicable after entry of this Order to an unencumbered, segregated account of the 
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Debtors (the “Administrative Account”) for the benefit of Pre-Sale Period Administrative 

Claims (as defined below) that are not otherwise paid pursuant to the Sale Budget. 

15. The Post Carve-Out Trigger Cap (as defined in the DIP Order) is modified and 

incorporated herein as follows: 

“Post Carve-Out Trigger Cap” means the amount equal to (x) the allowed, actual 

and accrued professional fees and expenses for the Debtors and the Creditors’ 

Committee (the “Estate Professional Fees”) not to exceed the amounts set forth 

in the Sale Budget4 (without any amendment to such amount without the prior 

written consent of the Debtors, the Creditors’ Committee, and the Requisite DIP 

Lenders), plus (y) Estate Professional Fees incurred and unpaid prior to the period 

covered by the Sale Budget, less (z) the amounts actually paid on account of 

unpaid Estate Professional Fees from and after March 16, 2011 through and 

including the closing of the Sale Transaction.  The payment of such Estate 

Professional Fees is subject to the rights of any party, including any of the DIP 

Lenders, to object in the Bankruptcy Court to the allowance of such fees on any 

grounds.   

 
Payment of Purchase Price; Allocation of Proceeds 

16. At the closing of the Sale Transaction, the Successful Bidder shall pay an amount 

equal to the applicable purchase price (which amount will take into account (if applicable) a 

credit of any deposit), in immediately available funds, and the purchase price (to which the liens 

of the Senior Secured Noteholders will immediately attach) will be paid at closing as follows: 

(a) First, cash in an amount necessary to pay and/or create a sufficient reserve 
to satisfy all Carve-Out Expenses (as defined in the DIP Order, including 
as provided for in the Post-Carve Out Trigger Cap, as modified above) 
shall be deposited into an account designated in writing by the Debtors, 
which amount will continue to be subject to the liens of the Senior 
Secured Noteholders and paid out in the priority set forth in this paragraph 

                                                 
4  For purposes of this Order and the DIP Order, the term “Sale Budget” as used in the definition of 

“Post Carve-Out Trigger Cap” shall have the meaning set forth in paragraph 14 hereof. 
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16, to the extent that any portion of such amount is not awarded to the 
applicable professionals.   

(b) Second, cash in 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. 

(c) Third, cash in an amount equal to the amounts due under the DIP Credit 
Agreement (other than the Roll-Up Notes) which shall be paid to the DIP 
Agent for immediate distribution to the DIP Lenders in accordance with 
the DIP Credit Agreement. 

(d) Fourth, cash in an amount equal to $12.5 million to pay the Estimated 
Wind Down Expenses pursuant to the express line items in the Wind-
Down Budget (but only to the extent such Estimated Wind Down 
Expenses have not been previously paid pursuant to the Sale Budget), 
which amount will be held in a segregated account by the Debtors. 

(e) Fifth, if applicable pursuant to the terms of the Successful Bid, any cash 
to be escrowed pursuant to the Sale Transaction for any purchase price 
adjustments, which amount will continue to be subject to the liens of the 
Senior Secured Noteholders and paid out in the priority set forth in this 
paragraph 16 to the extent that any portion of such escrow is paid to the 
Debtors. 

(f) Sixth, cash in an amount up to $10 million to the Debtors for the payment 
of Critical Expenses to the extent not paid from Cash Collateral, which 
Critical Expenses the Debtors may pay in the ordinary course of business. 

(g) Seventh, to each Specified Studio,5 in full and complete satisfaction of all 
“revenue share”, “previously rented product” and other end-of-term 
obligations of the Debtors that would otherwise be payable as a result of 
or at closing under any and all Revenue Sharing Agreements between the 

                                                 
5  Notwithstanding anything contained in the Motion or the Purchase Agreement to the contrary, the 

term “Specified Studios” shall mean Twentieth Century Fox Home Entertainment LLC, Sony 
Pictures Home Entertainment Inc., Warner Home Video, a  Division of Warner Bros. Home 
Entertainment Inc., Paramount Home Entertainment Inc., Universal Studios Home Entertainment 
LLC, The Walt Disney Company, and Summit Entertainment LLC together with their respective 
Studio Affiliates that are engaged in the distribution of packaged and digital audio-visual media.  For 
purposes of this Order, (i) "Studio Affiliate" means, with respect to any Specified Studio, any direct 
or indirect subsidiary of such Specified Studio, and any other Person (as such term is defined in the 
Purchase Agreement) that, directly or through one or more intermediaries, is controlled by such 
Specified Studio; and (ii) “controlled” shall mean the possession, directly or indirectly, of the power 
to direct or cause the direction of the management or policies (whether through ownership of 
securities or partnership or other ownership interests, by Contract (as such term is defined in the 
Purchase Agreement) or representation on the board or similar governing body). 
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Debtors and any Specified Studio, cash in an amount equal to 50% of the 
aggregate amount of all such obligations to such Specified Studio as 
calculated using the actual decay curve methodology set forth on Exhibit 
“F” hereto, provided, that in no event shall the amount of such payment to 
any Specified Studio exceed the product of $4,400,000 multiplied by such 
Specified Studio’s pro rata share of such distribution. 

(h) Eighth, cash in an amount equal to $3,000,000, in full and complete 
satisfaction of all liabilities and obligations of the Debtors to the Specified 
Studios with respect to all pre- and post-closing date “Certified Field 
Destroy” units (“CFDs”), such payment to be allocated ratably on a per-
disk basis to the Specified Studios otherwise entitled to CFD with respect 
to such disks. 

(i) Ninth, cash in an amount sufficient to pay the aggregate outstanding 
amount of any unpaid and accrued, valid Administrative Priority Expenses 
solely in an amount equal to the difference between (i) any amounts 
actually paid to any supplier or provider of goods and services during the 
Sale Process Period (as defined below) per the Sale Budget and (ii) the 
amount expressly budgeted for such supplier or provider pursuant to the 
Sale Budget, notwithstanding how the supplier or provider applies such 
payments received nor the manner in which the Debtors remit such 
payments to the supplier or provider (other than the new accruals of 
Revenue Share Fees and PRP Fees that accrue from March 7, 2011 
through the Closing Date that are paid in accordance with paragraph 
18(c) herein), which amount shall be paid to an account designated in 
writing by the Debtors at least two (2) business days prior to the closing of 
the Sale Transaction for payment thereof. 

(j) Tenth, cash in an amount equal to $125 million to satisfy in full the Roll-
Up Notes, which amount shall be paid to the Senior Indenture Trustee (or 
pursuant to his instructions) for immediate distribution to the Roll-Up 
Noteholders.  

(k) Eleventh, cash in an amount equal to $4 million, which shall be deposited 
in the Administrative Account to be allocated as set forth herein. 

(l) Twelfth, the remaining balance of any sale proceeds shall be paid in the 
following order: (x) first, (1) 75% of any such amounts shall be paid to the 
Senior Indenture Trustee (or pursuant to its directions) for immediate 
distribution to the holders of Senior Secured Notes up to the outstanding 
amount owed to the Senior Secured Noteholders on account of their 
Senior Secured Notes Claims; and (2) 25% of any such sale proceeds shall 
be paid to the Administrative Account up to the amount of unpaid Pre-Sale 
Period Administrative Claims, which is to be allocated as set forth in 
paragraph 19 below; (y) second, the remaining balance of sale proceeds, if 
any, after satisfaction of (x) shall be paid to the Senior Indenture Trustee 
(or pursuant to its directions) for immediate distribution to the holders of 
Senior Secured Notes up to the outstanding amount owed to the Senior 
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Secured Noteholders on account of their Senior Secured Notes Claims; 
and (z) third, the remaining balance of sale proceeds, if any, after 
satisfaction of (x) and (y) shall be paid to the Debtors.    

17. For the avoidance of doubt, the payments to the Specified Studios and their 

affiliates pursuant to paragraph 16 above shall entitle the Debtors, the Successful Bidder, and/or 

any other third party agent of the foregoing to sell all product or CFDs to which such payment 

relates free and clear of any liabilities, liens, encumbrances, or obligations owed to such 

Specified Studios or their affiliates on account of such product or CFDs. 

Administrative Priority Claims; Treatment of Specified Studios; Administrative Stay 

18. 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. Except as expressly provided herein, 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 Administrative 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, and provided, further, however, that nothing 
herein shall adversely affect the rights of any utilities under section 
366 of the Bankruptcy Code. 

b. No holder of a Pre-Sale Period Administrative 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; 
provided, however, that notwithstanding the foregoing, nothing in 
this Order shall (i) prevent any Specified Studio (as defined below) 
from exercising its rights as to any non-Debtor entity to the extent 
that such non-Debtor entity breaches any agreement between such 
Specified Studio and such non-Debtor entity, or (ii) prevent any 
Specified Studio holding collateral pledged by any non-Debtor 
entity from enforcing its rights in its collateral, provided that such 
breach does not arise as a result of a guaranty obligation or cross-
default arising from the breach of another agreement, and provided 
further that nothing herein shall limit or affect the rights of any of 
Twentieth Century Fox Home Entertainment LLC, Sony Pictures 
Home Entertainment Inc., or Warner Home Video, a  Division of 
Warner Bros. Home Entertainment Inc. (the “Secured Studios”) 
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from enforcing their respective rights against non-Debtor 
Blockbuster Canada Co. (“Blockbuster Canada”) or in the 
collateral pledged to them by Blockbuster Canada (the “Canadian 
Collateral”).  All motions filed by any Specified Studio seeking 
adequate protection, reclamation or to compel payment of its 
administrative expenses shall be adjourned sine die subject to 
being restored to the Court’s calendar in the event the Debtors’ 
chapter 11 cases are converted to cases under Chapter 7 or a trustee 
is appointed. 

c. The Debtors are authorized to pay in full all costs and expenses of 
administration relating to the period beginning on February 25, 
2011 and extending through the closing date (the “Closing Date”) 
of the Sale Transaction (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 agreements between the Debtors and any 
Specified Studios, regardless of whether such sums are expressly 
provided for in the Sale Budget, in full and complete satisfaction of 
any and all Revenue Share Fees (as defined below) and PRP Fees 
(as defined below) accruing thereunder during the Sale Process 
Period, the following shall be included as Administrative Priority 
Expenses6: (x) new accruals of revenue share fees from the rental 
of movie titles that accrue during the period from March 7, 2011 
through the Closing Date (“Revenue Share Fees”) shall accrue and 
be paid at a rate of 50% of the rate that would otherwise be payable 
under the Debtors’ existing agreements with the Specified Studios 
on a weekly basis, uncapped (along with a supporting statement), 
and (y) new accruals of fees from the sale of previously rented 
product (“PRP Fees”) that accrue during the period from March 7, 
2011 through the Closing Date from the sale of movie titles shall 
accrue and be paid at a rate equal to 50% of the rate that would 
otherwise be payable under the Debtors’ existing agreements with 
the Specified Studios, on a weekly basis, uncapped (along with a 
supporting statement).  For the avoidance of doubt, regardless of 
the Sale Budget, the Debtors shall continue to pay Revenue Share 

                                                 
6     For the avoidance of doubt, Administrative Priority Expenses shall not include (i) any amounts or 

claims under any studio agreements other than the Revenue Shares Fees and PRP Fees (each as 
defined in this Order) in the amounts payable as provided herein; (ii) any revenue share fees or 
previously rented product fees or any other fee or claim that may accrue prior to the Sale Process 
Period or as a result of the Sale Transaction; and (iii) any Revenue Share Fees or PRP Fees owed to a 
Studio that fails or ceases to comply with the Studio Condition or the Support Condition (as those 
terms are defined in this Order), subject to the opportunity to cure such noncompliance within three 
(3) business days following notice to such Studio and counsel for the Ad Hoc Studio Committee.  
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Fees and PRP Fees to the Specified Studios that actually accrued 
through March 7, 2011 so as to maintain “credit neutrality.” 

d. Notwithstanding anything contained in the Motion or the Purchase 
Agreement to the contrary, the term “Studio Condition” shall mean 
that at all times from the date of this Order until the Closing Date, 
an individual Specified Studio (without regard to compliance with 
the Studio Condition by any other Specified Studio)6 shall (i) have 
continued to ship product to Debtors and non-Debtor Blockbuster 
domestic and international entities, as the case may be, in such 
quantities as requested in the ordinary course of business, on cash 
in advance (“CIA”) terms at the applicable Specified Studio’s 
standard wholesale price (or better terms in each Specified 
Studio’s sole and absolute discretion); (ii) have supported the 
Debtors’ digital business by continuing to offer video on demand 
and electronic sell through services on the same terms and 
conditions as are currently provided by the applicable individual 
Specified Studio, or in accordance with the terms and conditions of 
current agreements, at the sole election of the Specified Studio, 
subject to overall market trends and/or window shifts, and (iii) take 
no adverse action against any non-Debtor Blockbuster entity, 
except that nothing shall affect the rights of the Secured Studios 
under the standstill agreement currently in effect and/or any 
forbearance agreement that the parties thereto may enter into with 
respect to the Canadian Collateral, and any Specified Studio may 
exercise its rights and remedies as to any non-Debtor entity to the 
extent that such non-Debtor entity breaches any agreement 
between such Specified Studio and such non-Debtor entity.  In the 
event that the existing standstill agreement expires or a forbearance 
agreement is not entered into, the Secured Studios' rights with 
respect to Blockbuster Canada and the Canadian Collateral shall 
remain in effect and exercise thereof shall not constitute an 
“adverse action” hereunder.  For the avoidance of doubt, the 
requirement that a Specified Studio ship on CIA terms at standard 
wholesale prices and support the Debtors’ digital business, 
whenever used in this Order, only applies to Specified Studio 
wholly-owned product and does not apply to product that a 
Specified Studio distributes on behalf of another entity and for 
which the Specified Studio does not unilaterally control pricing 
and credit terms.  Notice of any alleged breach of the Specified 

                                                 
6  For the avoidance of doubt, notwithstanding anything to the contrary in the Motion or the version of 

the Purchase Agreement attached thereto relating to compliance with the Studio Condition by no less 
than five out of six Studios, compliance with the Studio Condition shall be considered only on an 
individual, Studio-by-Studio basis, and no complying Studio will receive any adverse treatment based 
on non-compliance by any other Studio. 
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Studio Condition will be sent by the Debtors to any Specified 
Studio alleged to be in breach, with three (3) business days to cure, 
with a copy to counsel to the Ad Hoc Studio Committee.  Such 
notice shall be given by email and overnight delivery to persons 
designated by each Specified Studio and the Ad Hoc Studio 
Committee.  For the avoidance of doubt, three (3) business days to 
cure, in the case of non-shipment of DVDs, shall mean that the 
Debtors and the applicable Specified Studio have reached 
agreement on a means to cure such breach and the Specified Studio 
alleged to be in breach shall have resumed shipments within such 
time frame, not that resumed shipments must be received by the 
Debtors by such third (3rd) business day.  In addition, the exercise 
by any Specified Studio of customary trade practices in the 
ordinary course of business as to any Non-Debtor subsidiary shall 
not constitute “adverse action” hereunder. 

e. In consideration for the payments contemplated in subparagraph 
(c) hereof, subparagraphs 16(g) and (h) above, and clause (c)(iii) of 
the definition of “Qualified Bid” in the Bid Procedures, the 
Specified Studios shall, at the Sale Hearing, affirmatively support 
the Motion, the Bid Procedures, this Order and a sale to the 
Stalking Horse Bidder (unless it is overbid) or any other Successful 
Bid that is no less favorable to the Specified Studios than the 
Stalking Horse Bid or that is otherwise a Qualified Bid (the 
“Support Condition”); provided, that solely for purposes of the 
Support Condition, the definition of “Specified Studio” shall 
include all Studio Affiliates, and shall not be limited to Studio 
Affiliates engaged in the distribution of packaged and digital 
audio-visual media.  For the avoidance of doubt, the Support 
Condition shall not be violated if any Specified Studio objects to a 
sale on terms that are less favorable than the Stalking Horse Bid.   

f. Notwithstanding anything contained in the DIP Order to the 
contrary, pursuant to section 364 of the Bankruptcy Code, all 
accrued and unpaid 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) solely in an amount equal to the difference 
between (i) any amounts actually paid to any supplier or provider 
of goods and services during the Sale Process Period per the Sale 
Budget and (ii) the amount expressly budgeted for such supplier or 
provider pursuant to the Sale Budget, notwithstanding how the 
supplier or provider applies such payments received nor the 
manner in which the Debtors remit such payments to the supplier 
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or provider.7   
 
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. 

19. All amounts deposited in the Administrative Account shall be applied as follows: 

a. First, to be applied ratably to valid, uncontested, and unpaid Pre-
Sale Period Administrative Claims other than those held by any 
Specified Studio (the “Non-Studio Claims”), until such time as the 
Non-Studio Claims have received payments on account of such 
claims in a percentage amount equal to the percentage amount 
received by the Specified Studios in respect of their Frozen 
Balance (as such term is defined in the Bid Procedures and as such 
amounts are set forth on Schedule A attached thereto) under any 
consummated Sale Transaction; and 

b. Second, ratably to all holders of allowed and allowable Pre-Sale 
Period Administrative Claims. 

20. Nothing in this Order shall constitute the assumption, rejection, extension, 

amendment, modification or termination of any executory contracts between the Debtors and any 

Specified Studio, and all such parties’ rights with respect to such matters are expressly reserved, 

except to the extent that this Order provides that specified obligations under such executory 

contracts are satisfied by performance of the terms set forth herein 

21. Any Sale Transaction shall provide that all avoidance actions under chapter 5 of 

the Bankruptcy Code either shall (i) be purchased by the Successful Bidder (including the 

Purchaser) and not prosecuted to any extent and otherwise waived, or (ii) if not purchased, shall 

                                                 
7 For the avoidance of doubt, (i) any amounts or claims under any studio agreements other than the 

Revenue Shares Fees and PRP Fees (each as defined in this Order) in the amounts payable as 
provided herein; (ii) any revenue share fees or previously rented product fees or any other fee or 
claim that may accrue prior to the Sale Process Period or as a result of the Sale Transaction; and 
(iii) any Revenue Share Fees or PRP Fees owed to a Studio that fails or ceases to comply with the 
Studio Condition or the Support Condition (as those terms are defined in this Order), subject to the 
opportunity to cure such noncompliance within three (3) business days following notice to such 
Studio and counsel for the Ad Hoc Studio Committee, shall not receive superpriority claim status.  
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remain with the Debtors’ estates and permanently, unconditionally, and irrevocably waived and 

released on the closing of such Sale Transaction. 

22. This Court shall retain jurisdiction to hear and determine all matters arising from 

the implementation of this Order. 

 

Dated: New York, New York 
March 17, 2011 

 

 /s/ Burton R. Lifland 
 HONORABLE BURTON R. LIFLAND 

UNITED STATES BANKRUPTCY JUDGE 
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ASSET PURCHASE AND SALE AGREEMENT 

THIS AMENDED AND RESTATED ASSET PURCHASE AND SALE AGREEMENT, 
dated as of March 16, 2011 (this "Agreement"), is made and entered into by and among 
Blockbuster Inc., a Delaware corporation ("Parent"), each of the Debtor Subsidiaries (as defined 
below, and together with Parent, "Sellers", and individually a "Seller") and Cobalt Video Holdco 
LLC, a Delaware limited liability company ("Purchaser"). Sellers and Purchaser are sometimes 
herein referred to collectively as the "Parties" and individually as a "Party." 

W I T N E S S E T H: 

WHEREAS, Sellers and their Subsidiaries are global providers of rental and retail media 
entertainment, including movie and game entertainment products delivered through one or more 
distribution channels (such business and all other business conducted by any Seller or any of its 
Subsidiaries, the "Business"); 

WHEREAS, on September 23, 2010, Sellers filed voluntary petitions for relief under 
chapter 11 of title 11 of the United States Code, 11 U.S.C. § 101 et seq. (the "Bankruptcy 
Code"), in the United States Bankruptcy Court for the Southern District of New York (the 
"Bankruptcy Court"); 

WHEREAS, on February 21, 2011, the Parties entered into the Asset Purchase and Sale 
Agreement (the "Original Agreement") on the terms thereof and filed the Original Agreement 
with the Bankruptcy Court; 

WHEREAS, the Parties desire to amend, restate and supersede in its entirety the Original 
Agreement and enter into this Agreement, effective as of the date of the Original Agreement, in 
order to reflect a number of revisions to the Original Agreement; and 

WHEREAS, on the terms and subject to the conditions hereinafter set forth and pursuant 
to a Sale Order (as defined herein), the Parties desire to enter into this Agreement pursuant to 
which, among other things, Sellers shall sell to Purchaser, and Purchaser shall purchase from 
Sellers, all of Sellers' right, title and interest in and to the Purchased Assets (as defined herein) 
and Purchaser shall assume from Sellers and thereafter pay, discharge and perform the Assumed 
Liabilities (as defined herein). 

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

ARTICLE I 

I [ShI 

Section 1.1 	Definitions. For the purposes of this Agreement, the 
following terms shall have the meanings specified in this Section 1.1: 



"Action" means any action, suit, arbitration, claim, inquiry, proceeding or investigation 
by or before any Governmental Authority of any nature, civil, criminal, regulatory or otherwise, 
in law or in equity. 

"Ad Hoc Studio Committee" shall have the meaning specified in the Bidding Procedures 
Order. 

"Affiliate" (and, with a correlative meaning "affiliated") means, with respect to any 
Person, any direct or indirect subsidiary of such Person, and any other Person that directly, or 
through one or more intermediaries, controls or is controlled by or is under common control with 
such first Person. As used in this definition, "control" (including with correlative meanings, 
"controlled by" and "under common control with") means possession, directly or indirectly, of 
power to direct or cause the direction of the management or policies (whether through ownership 
of securities or partnership or other ownership interests, by Contract or otherwise). 

"Agency and License Agreement " means the Agency and License Agreement to be 
entered into between Purchaser and Sellers substantially in the form attached as  Exhibit A  
hereto. 

"Applicable Law" means, with respect to any Person, any Law applicable to such Person 
or its business, properties or assets. 

"Approved Sale Expenses" means Seller's 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 Purchaser. 

"Auction" shall have the meaning specified in the Bidding Procedures Order. 

"Bankruptcy Cases" means the chapter 11 cases commenced by Sellers on September 23, 
2010, jointly administered under Case No. 10-14997 (BRL). 

"Beginning Inventory Amount" means an amount equal to $635,848,496.66, the 
reference value of the December 31, 2010 inventory count provided by Sellers to Purchaser, 
based on the methodology set forth in  Schedule 1.1(a) . 

"Bidding Procedures Order" means an Order of the Bankruptcy Court, substantially in 
the form attached hereto as  Exhibit B . 

"Business Day" means a day other than a Saturday, Sunday or other day on which 
commercial banks in New York City are authorized or required by Law to close. Any event the 
scheduled occurrence of which would fall on a day that is not a Business Day shall be deferred 
until the next succeeding Business Day. 

"Business Intellectual Property " means all (i) Purchased Intellectual Property and 
(ii) other Intellectual Property used by any Seller or any of its Subsidiaries. 

K 



"Cash Flow Budget" means the approved DIP Credit Agreement budget, as amended, and 
any budget subsequently adopted by Sellers and approved by Purchaser in connection with the 
DIP Credit Agreement, any refinancing thereof, or any other debtor-in-possession financing 
entered into by Sellers. 

"Closing Cash Amount" means the amount of all cash, cash equivalents and freely 
marketable securities held by Sellers as of 11:59 p.m. (prevailing eastern time) on the day 
immediately preceding the Closing Date, less the amounts of any unpaid checks, drafts and wire 
transfers issued by Sellers on or prior the Closing Date, calculated in accordance with GAAP 
applied on a basis consistent with the preparation of the Balance Sheet, plus the Sales Tax 
Amount. 

"Closing Inventory Amount" means the value of the inventory held by Sellers as of 11:59 
P.M. (prevailing eastern time) on the day immediately preceding the Closing Date, calculated in 
accordance with the methodologies set forth on Schedule 1.1(a); trovided, that inventory which 
has been paid for in full prior to such time but which is in transit from the supplier to the Stores 
or the Distribution Centers pursuant to customary shipping arrangements in the Ordinary Course 
of Business shall be included in such Closing Inventory Amount to the extent such inventory is 
actually received within twelve (12) Business Days of the Closing Date. 

"COBRA" means the Consolidated Omnibus Reconciliation Act of 1985, as amended 

"Code" means the Internal Revenue Code of 1986, as amended. 

"Competition Laws" means the HSR Act and all other Laws that are designed or intended 
to prohibit, restrict or regulate (i) actions having the purpose or effect of monopolization or 
restraint of trade or lessening of competition or (ii) foreign investment. 

"Contract" means any written contract, indenture, note, bond, loan, instrument, lease, 
license, commitment or other agreement. 

"Cure Costs" means amounts that must be paid and obligations that otherwise must be 
satisfied, including pursuant to sections 365(b)(1)(A) and (B) of the Bankruptcy Code, in 
connection with the assumption and/or assignment of any Purchaser Assumed Contract as 
determined pursuant to the Sale Order. 

"Debtor" has the meaning given to such term in the Sale Motion. 

"Debtor Benefit Plans" means the Employee Benefit Plans other than the Non-Debtor 
Benefit Plans. 

"Debtor Subsidiaries" means Blockbuster Global Services Inc., Blockbuster Investments 
LLC, Blockbuster Video Italy, Inc., Blockbuster Distribution, Inc., Blockbuster Procurement LP, 
Blockbuster Canada Inc., Blockbuster International Spain Inc., Blockbuster Digital Technologies 
Inc., Movielink, LLC, Blockbuster Gift Card Inc., Trading Zone Inc., and B2 LLC. 

"Designated FF&E" means all furniture, fixtures and equipment owned by Sellers and 
located at the Closing Date Leased Properties. 
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"Designated Liguidation Merchandise" means all movie, television program, game and 
cell ohooeinventory, merchandise, memorabilia, 	food and 	dcnsand other 
finished goods inveob/?yowned 6nScl~r on the Closi Date and located at, or in transit to, the 
Closing  Date Leased Properties on the Closing Date. 

"DIPAgreement" means that certain Senior Secured, Super-Priority Debtor-In-  
Possession Revolvi Credit Agreement, dated as of September 23, 2010, among Sellers, the 
lenders signatory thereto and Wilmingto Trust FSB, as agent. 

"DistributionCenters" means (i) all of Sellers' distribution centers located throughout the 
United Stat uhmxuppVrt8c|lers`6v-omu}ouboczipdoobuoineooumd(ii)ScDcm`850,0O0ogouro 
foot distribution center located in McKinney, Texas. 

"Documents"  
records, tapes, microfilms, hard drives, databases, compilations of information, photographs, 
letters, budgets, accounts, forecasts, ledgers, journals, title policies, customer and supplier lists, 
regulatory oOlingm"npem1i data and plans, technical documentation (design specifications, 
functional requirement , operating instructions, logic manuals, flow charts, etc.), user 
documentation (installation guides, user manuals, training materials, release not s, working 
papers, etc.), marketing documentation (including sales brochures, flyers, pamphlets, web pages, 
etc.), and other similar materials related to the Business and the Purchased Assets in each case 
whether or not in electronic form. 

means any employee of any Seller who performs work primarily related to 
the operation  of the Business. 

"Employee Benefit Plans" means all employee benefit plans (as defined in Section 3(3) 
of ERISA), all employment or individual co 	on agreements and all other plans policies, 
agreements, payroll practices or arrangements providing any bonus, incentive 	equity 
or equity-based compensation, deferred compensation, stock purchase, severance pay, sick leave, 
vacation pay, salary continuation, disability, welfare benefit, pension benefit, life insurance, 
medical insurance, fringe benefits, educational assistance, tax gross up, change in control or 
other material employee benefit, in each case as to which any Seller or their Subsidiaries has any 
Liability with respect to any current or former officers, employees or directors of any Seller or 
their Subsidiaries. 

	

"Environmental Law" means all Applicable Laws in effect on the date hereof 	 to 
the environment, natural resources, health and safety or the protection thereof, including but not 
limited to any applicable provisions of the C 	 Environmental Response, 
Compensation and Liability Act, 42O.S.C.89d0letxmy.,the Hazardous Materials 
TnansyortabonAot,49D.S.C.65101etxeg.,theNouourccConmmrvutinouodRccovcry Act, 42 
U.S.C. § 6901 mtx*q., the Clean Water Act, 3] U.S.C. § 125I o/xeq., the Clean Air Act, 42 
[].S.[.&740lctseg., the Toxic Substances Control Act, l5TJ.S.C.8260letsuq.,the Federal  
Insecticide, Fungicide, and Rodenticide Act,70.S.C.8 136 et seq., the Occupational Safety and 
ffcoltbAot,29TJ.S.C.865letvmq.,aodthc{1il Pn/lutiooActoflg90,33[l.8.C.827Olo/seq., 
and the regulations promulgated pursuant thereto, and all analogous state or local statutes. 



"Environmental Liabilities and Obligations" means all Liabilities arising from any 
impairment or damage to the environment or failure to comply with Environmental Laws in 
connection with the prior or ongoing ownership or operation of the Business, including 
Liabilities related to: (i) the transportation, storage, use, arrangement for disposal or disposal of 
Hazardous Materials or waste; (ii) the Release of Hazardous Materials or waste; (iii) any other 
pollution or contamination of the surface, substrata, soil, air, ground water, surface water or 
marine environments; (iv) any other obligations imposed under Environmental Laws with 
respect to the Business; and (v) all obligations with respect to personal injury, property damage, 
wrongful death and other damages and losses arising under Applicable Law as a result of any of 
the matters identified in clauses (i) — (iv) of this definition. 

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended. 

"Estimated Cash Adjustment Amount" means (i) if the Target Cash Amount exceeds the 
Estimated Cash Amount, the amount of such excess, which shall reduce the Closing Date 
Payment by such amount, or (ii) if the Estimated Cash Amount exceeds the Target Cash 
Amount, the amount of such excess, which shall increase the Closing Date Payment by such 
amount. 

"Estimated Inventory Adjustment Amount" means (i) if the Beginning Inventory Amount 
exceeds the sum of the Estimated Inventory Amount  plus  the Inventory Liquidation Expenses, 
the amount of such excess, which shall reduce the Closing Date Payment by such amount, or 
(ii) if the sum of the Estimated Inventory Amount  plus  the Inventory Liquidation Expenses 
exceeds the Beginning Inventory Amount, the amount of such excess, which shall increase the 
Closing Date Payment by such amount. 

"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 Purchaser. 

"Frozen Studio Balance" means, with respect to any Specified Studio, an amount equal to 
24% of the amount set forth opposite such Specified Studio's name in Schedule 1.1(b). 

"GAAP" means United States generally accepted accounting principles as in effect 
during the time period of the relevant financial statement. 

"Governmental Authority" means any entity exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to United States or foreign federal, state or 
local government, any governmental authority, agency, department, board, commission or 
instrumentality or any political subdivision thereof, and any tribunal or court or arbitrator(s) of 
competent jurisdiction, and shall include the Bankruptcy Court. 

"Hazardous Materials" means all substances defined as "hazardous substances," 
"hazardous wastes," "hazardous materials," "pollutants," "toxic wastes," "toxic substances" or 
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44contami -nants" or otherwise regulated under Environmental Laws or with respect to which 
liability or standards of conduct are i 

	
sed under Environmental Laws. 

"HSR 	 means the Hart-Scott-Rodino Antitrus 	 Act of 1976, as 
amended, and the rules and regulationsprVmnulgatzdthercundor. 

"Indebtedness" ofonyPor000meano,wdhmdJon|icu1ioo,(i)tbe principalofood 
premium (if any) in respect of (A) indebtedness of such Person for money borrowed and 
(B) indebtedness evidenced by notes, debentures, bonds or other similar instrument for the 
payment of which such Person is responsible or liable; (ii) all obligations of such Person issued 
or assumed as the deferred purchase price of property, all conditional sale obligations of such 
Person and all obligations of such Person under any title retention agreement (but excluding 
trade accounts payable arising in the Ordinary Course of Business); (iii) all obligations of such 
Person under leases required to be capitalized in accordance with GAAP; (iv) all obligations of 
such Person for the reimbursement of any obligor on any letter of credit, banker's acceptance or 
similar credit transaction; (v) all obligations of the type referred to in clauses (i) through (iv) of 
any Persons for the payment of which such Person is responsible or liable, directly or indirectly, 
as obligor, guarantor, surety or otherwise, including guarantees of such obligations, "keep well" 
agreements, agreement to maintain or contribute cash or capital to any Person or other similar 
agreements or arrangements; and (vi) all obligations of the type referred to in clauses (i) through 
(v) of other Persons secured by any Lien on any property or asset of such Person (whether or not 
such obligation is assumed by such Person). 

"Initial 	Stores" means the list of not less than 600 Stores identified by Sellers 
in 	 that will be subject to liquidation, and with respect to which Sellers have 
commenced or shall have commenced in-store liquidation or goi out of business sales after the 
date hereof but in no event later than February 28, 2011. 

"Intellectual"oeaooa}1vvorldwidcintoUcotuu}pn/Portyaodrkrbt arising from 
or in respect of the following: all (i) inventions, discoveries, industrial designs, business 
methods, patents and patent applications (including provisional and Patent Cooperation Treaty 
applications), including continuations, divisionals, continuations-in-part, reexaminations and 
reissues, extensions, renewals and any patents tha may be issued with respect to th foregoing; 
(ii) trademarks, service marks, certification marks, collective marks, trade names, business 
names, assumed names, dKb/u`o, fictitious names, brand names, trade dress, logos, symbols, 
Internet domain names and corporate names, and general intangibles of a like nature and other 
indicia of origin or quality, whether registered, unregistered or arising by Law, and all 
applications, registrations, and renewals for any of the foregoi , together with the goodwill 
associated with and symbolized by each of the foregoing; (iii) published and unpublished works 
of authorshi in any medium, whether copyrightable or not (including databases and other 
compilations of information, computer software, source code, object code, algorithms,andothor 
similar materials and Internet website content), copyrights and moral rights therein and thereto, 
and registrations and applications therefor, and all issuances, renewals, extensions, restorations 
and reversions thereof; and (iv) confidential and proprietary information, trade secrets, and 
kuow-bovv, including methods, processes, business ploou,mcbcnzatioo,concepts, oof~warcaod 
databases (including source code, object code azu~algorithms),   formulae, drawings, prototypes, 



models, designs, devices, technology, research and development and customer information and 
lists (collectively, "Trade Secrets"). 

"Intellectual Property Licenses" means (i) any Contract that contains any grant by any 
Seller or any of its Subsidiaries to any third Person of any right to use, publish, perform or 
exploit any of the Business Intellectual Property, and (ii) any Contract that contains any grant by 
any third Person to any Seller or any of its Subsidiaries of any right to use, publish, perform or 
exploit any Intellectual Property of such third Person concerning or relating to the Business 
Intellectual Property. 

"Inventory Liquidation Expenses" means the sum of (a) an amount equal to $900,000 for 
lease return conditions actually paid by Sellers with respect to Stores for which liquidations 
commenced after January 1, 2011 and which expenses were incurred and paid during the period 
beginning January 1, 2011 through the date of this Agreement,  plus (b) the product of (i) the 
aggregate number of Stores that commence and complete liquidation or going out of business 
sales during the period from January 1, 2011 until the Closing Date,  multiplied by (ii) $36,500. 

"IRS" means the United States Internal Revenue Service. 

"Law" means any foreign, federal, state or local law (including common law), statute, 
code, ordinance, rule, regulation or other requirement enacted, promulgated, issued or entered by 
a Governmental Authority. 

"Lease Extension" means, with respect to any Leased Property, a writing pursuant to 
which Sellers' counterparty to the lease for such Leased Property has affirmatively agreed to an 
extension of not less than sixty (60) days of the April 21, 2011 deadline for Sellers' assumption 
or rejection of such unexpired real property leases under section 365 of the Bankruptcy Code. 

"Leased Properties" means, collectively, each unexpired real property lease to which any 
Seller is a party (other than the Initial Liquidating Stores). 

"Legal Proceeding" means any judicial, administrative or arbitral actions, suits, 
proceedings (public or private) or claims or any proceedings by or before a Governmental 
Authority. 

"Liabilities" means any and all debts, losses, liabilities, claims (including claims as 
defined in the Bankruptcy Code), damages, expenses, fines, costs, royalties, proceedings, 
deficiencies or obligations (including those arising out of any action, such as any settlement or 
compromise thereof or judgment or award therein), of any nature, whether known or unknown, 
absolute, contingent, accrued or unaccrued, liquidated or unliquidated, or otherwise and whether 
due or to become due, and whether in contract, tort, strict liability or otherwise, and whether or 
not resulting from third party claims, and any reasonable out-of-pocket costs and expenses in 
connection therewith (including reasonable legal counsels', accountants', or other fees and 
expenses incurred in defending any action or in investigating any of the same or in asserting any 
rights thereunder or hereunder). 

"Lien" means any lien, pledge, mortgage, deed of trust, security interest, claim, lease, 
charge, option, right of first refusal, right of first offer, easement, servitude, transfer restriction 
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under any shareholder or similar agreement or encumbrance or any other restriction or limitation 
whatsoever. 

"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. 

"Non-Debtor Benefit Plans" means the Employee Benefit Plans (excluding any 
governmental plan or arrangement) as to which any Non-Debtor Subsidiary (or any of their 
Subsidiaries) has any Liability arising from or relating to any current or former employee or 
director of any Non-Debtor Subsidiary (or any of their Subsidiaries) and (i) has been established 
under the laws of a jurisdiction other than the United States or any state or other jurisdiction 
thereof, and (ii) exclusively covers current and former employees or directors of the Non-Debtor 
Subsidiaries (or any of their Subsidiaries). 

"Non-Debtor Subsidiaries" means the foreign subsidiaries of Sellers that are listed on 
Schedule 1.1(d), provided that Purchaser, in its sole discretion, at any time and from time to time 
prior to the Closing, shall be entitled to modify such schedule to (i) remove any one or more of 
the subsidiaries of Sellers listed thereon and/or (ii) add any one or more of the Subsidiaries of 
Sellers that are not Debtors. For the avoidance of doubt, the representations and warranties set 
forth in Article V with respect to the Non-Debtor Subsidiaries are being made by Sellers solely 
with respect to the Non-Debtor Subsidiaries that are listed on Schedule 1.1(d) as of the date 
hereof. 

"Order" means any order, injunction, judgment, decree, ruling, writ, assessment or 
arbitration award. 

"Ordinary Course of Business" means the ordinary and usual course of normal day to day 
operations of the Business through the date hereof consistent with past practice during the one 
month period prior to the date of this Agreement, and without regard to store closures and 
liquidations. 

"Permits" means any approvals, authorizations, consents, licenses, franchises, permits or 
certificates. 

"Permitted Liens" means: 

(a) 	with respect to any real property and to the extent that they do not materially 
interfere with the ownership, occupancy, use or operation of the affected Owned Properties or 
Real Property Leases in the manner and for the purposes heretofore used by Sellers and their 
Subsidiaries in connection with the Business, easements, restrictive covenants, and rights-of-way 
on, over or in respect of any Owned Property or Real Property Lease, servitudes, permits, surface 
leases and other rights with respect to surface operations; 



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

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

(d) any Lien that pursuant to section 363(f) of the Bankruptcy Code will be released 
from the Purchased Assets upon entry of the Sale Order; and 

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

"Person" means and includes natural persons, corporations, limited partnerships, limited 
liability companies, general partnerships, joint stock companies, joint ventures, associations, 
companies, trusts, banks, trust companies, land trusts, business trusts or other organizations, 
whether or not legal entities, and all Governmental Authorities. 

"Post-Closing Studio Condition " means, with respect to any Specified Studio that is 
engaged in the distribution of packaged and digital audio-visual mere, that at all times from the 
Closing Date until the date of determination, such Specified Studio shall (i) ship to Purchaser and 
Purchaser's domestic and international subsidiaries, as the case may be, in such quantities as 
requested in the ordinary course of business, on a "cash in advance" basis at such Specified 
Studio's standard wholesale price (or better terms in such Specified Studio's sole and absolute 
discretion) and support Purchaser's digital business by continuing to offer video on demand and 
electronic sell through services on the same terms and conditions as is currently provided by 
such Specified Studio, or in accordance with the terms and conditions of current agreements, at 
the sole election of such Specified Studio, subject to overall market trends andlor window shifts 
during the ninety (90) day period following the Closing and (ii) meet with Purchaser during the 
ninety (90) day period following the Closing to discuss future content deals and consider any 
Purchaser proposals or other communications;  provided  that any credit decisions shall remain in 
the sole discretion of such Specified Studio. 

"Pre-Closing Tax Period" means any Tax period (or the portion thereof) ending on or 
before the Closing Date. 

"Protected Stores " means the retail store locations identified by Sellers in a list provided 
to Purchaser upon the execution of this Agreement. 

"Purchased Intellectual Property" means all Intellectual Property owned by any Seller or 
any Debtor Subsidiary. 

"Purchaser Assumed Contracts " means, to the extent assignable pursuant to section 365 
of the Bankruptcy Code, all Contracts set forth on  Schedule 1.1(e)  (as may be modified prior to 
the Closing pursuant to  Section 2.5) , which Schedule Purchaser shall deliver in writing to Sellers 
in accordance with the Bidding Procedures Order and which shall not be amended or 
supplemented after April 3, 2011 for the purpose of including any additional Contracts thereon. 
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For the avoidance of doubt, Purchaser shall have the right to remove Contracts from 
Schedule 1.1(e)  at any time and from time to time in accordance with  Section 2.5(d) . 

"Purchaser Material Adverse Effect " means any change, circumstance, fact, condition or 
event that individually or in the aggregate with any other change, circumstance, fact, condition or 
event, would or would reasonably be expected to materially delay or impair the ability of 
Purchaser to perform its obligations under this Agreement. 

"Reimbursable Expenses" means the reasonable and documented out-of-pocket fees and 
expenses (including the fees and expenses of Milbank, Tweed, Hadley & McCloy LLP and 
Kramer Levin Naftalis & Frankel LLP as counsel, Houlihan Lokey Howard & Zukin Capital, 
Inc. as financial advisor and Zolfo Cooper, LLC) incurred by Purchaser and each of Monarch 
Alternative Capital LP, Owl Creek Asset Management LP, Stonehill Capital Management, LLC 
and Varde Partners, Inc. (or on its or their behalf) in connection with this Agreement, the 
Transactions, or related to or contemplated hereby or thereby, in an aggregate amount not to 
exceed $5,000,000. 

"Release" means any release, spill, emission, discharge, migration, leaking, pumping, 
injection, deposit or disposal of Hazardous Materials into or through the environment. 

"Remedial Action" means any investigation, response, corrective action, monitoring or 
remedial action required under any Environmental Law or by a Governmental Authority to 
address a Release or threatened Release of Hazardous Materials. 

"Representatives " of a Person means its officers, directors, managers, employees, 
attorneys, investment bankers, accountants and other agents and representatives. 

"Revenue Share Adjustment Amount " means, in the event that any of the Purchased 
Assets that are acquired by Purchaser remain subject to any liabilities or obligations under the 
Revenue Sharing Agreements, an amount equal to the aggregate estimated amount of all 
liabilities and obligations under the Revenue Sharing Agreements to which the Purchased Assets 
will be subject and which Purchaser will be required to satisfy following the Closing, with such 
amount to be determined by the good faith estimate of Sellers to be delivered in writing to 
Purchaser not less than two (2) Business Days prior to the Closing Date. In the event that 
Sellers' counterparties under the Revenue Sharing Agreements have asserted ownership rights to, 
or other restrictions on, sales of any portion of the inventory and merchandise located at the 
Stores and Distribution Centers subject to such Revenue Sharing Agreements at Closing (the 
"Rev Share Units"), Sellers shall give prompt written notice to Purchaser with respect to any 
such assertions of ownership or other restrictions with respect to any Rev Share Units. Not later 
than five (5) Business Days prior to the Closing, Sellers and Purchaser shall mutually agree as to 
whether, in the event that any Rev Share Units cannot be acquired by the Purchaser free and 
clear of the liabilities and obligations under the Revenue Sharing Agreements, all or any portion 
of such Rev Share Units shall be (i) liquidated in connection with Purchaser's Agency 
Alternative election, (ii) retained by Sellers and treated as Excluded Assets or (iii) transferred to 
Purchaser as Purchased Assets with the corresponding adjustment to the Purchase Price for the 
Revenue Share Adjustment Amount;  provided, however,  in the event that Sellers and Purchaser 
cannot reach agreement on the treatment of the Rev Share Units, the Rev Share Units shall be 
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retained by Sellers and treated as Excluded Assets. For the avoidance of doubt, if any Rev Share 
Units are retained by Sellers and treated as Excluded Assets, then, with respect to such Rev 
Share Units, (i) no adjustment to the Cash Purchase Price shall be made pursuant to 
Section 3.3(b)(vi), and (ii) in lieu of such adjustment to the Cash Purchase Price, such Rev Share 
Units shall be disregarded and shall not be taken into account in computing the Estimated 
Inventory Amount, the Closing Inventory Amount or the Final Inventory Amount for purposes of 
Sections 3.3 and 3.4. Notwithstanding the foregoing, Sellers shall not be required to give any 
notice with respect to, and Purchaser may not treat as Excluded Assets under this provision, any 
Rev Share Units of any Specified Studio that are being delivered free and clear of all liabilities 
and obligations under the Revenue Sharing Agreements pursuant to the Sale Order. 

"Revenue Sharing Agreements" means, collectively, the "revenue sharing" agreements 
between Sellers and certain studios, including, but not limited to each of the Specified Studios 
and Lions Gate Films Inc., pursuant to which such studios supply Sellers with movie titles for a 
price that includes a certain 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 DIP Credit Agreement. 

"Sale Hearing" shall have the meaning given to such term in the Bidding Procedures 
Order. 

"Sale Motion" shall mean the motion to be filed by Sellers with the Bankruptcy Court 
seeking entry of the Sale Order and the Bidding Procedures Order, in the form the form of 
Bidding Procedures Order attached hereto as Exhibit B, which shall not be amended, 
supplemented or modified except with Purchaser's prior written consent to the extent such 
amendments, supplements or modifications are adverse to Purchaser. 

"Sale Order" means an order or orders of the Bankruptcy Court issued pursuant to 
sections 105, 363 and 365 of the Bankruptcy Code, in form and substance acceptable to 
Purchaser, approving this Agreement and all of the terms and conditions hereof, and approving 
and authorizing Sellers to consummate the Transactions and enter into the Transaction 
Documents. Without limiting the generality of the foregoing, such order shall specifically 
include, among other things, provisions ordering that in the event that any of the Bankruptcy 
Cases are converted to cases under chapter 7 of the Bankruptcy Code, the Sale Order and, if 
applicable, the Agency and License Agreement, shall be binding on the chapter 7 trustee in such 
chapter 7 cases. 

"Sales Tax Amount" means the lesser of (x) the amount of the Closing Sales Tax 
Payment paid as of the close of business on the day immediately preceding the Closing Date 
pursuant to Section 8.13 and (y) $8,000,000. 

"Seller Material Adverse Effect" means any change, circumstance, fact, condition or 
event that, individually or in the aggregate with any other change, circumstance, fact, condition 
or event, (a) is or would reasonably be expected to have a materially adverse effect on (i) the 
Business, financial condition, results of operations, properties or assets of Sellers and their 
Subsidiaries (taken as a whole) as the same shall have existed as of the date hereof, or (ii) the 
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ability of Sellers to perform their respective obligations under this Agreement, or (b) prevents or 
materially delays the consummation of the Transactions, in each case other than an Excluded 
Matter which shall not be taken into account in determining whether there has been or would 
reasonably be expected to be a Seller Material Adverse Effect. " Excluded Matter" means any 
adverse change, circumstance, fact, condition or event resulting from one or more of the 
following: (i) the condition of the economy or the securities markets in general, or any outbreak 
of hostilities, terrorist activities or war; (ii) the announcements, pendency or consummation of 
the sale of the Purchased Assets or any other action by Purchaser or its Affiliates contemplated 
or required hereunder, including the Store Closing Liquidations and the inability of Sellers to pay 
any administrative expense claims in the Bankruptcy Cases and any Action taken by any Person 
as a result thereof, if, in each case in this clause (ii), the result thereof would not reasonably be 
expected to prevent the Business from operating substantially in the Ordinary Course of 
Business; (iii) any changes in general economic, political or regulatory conditions; (iv) the 
impact on the Business or assets of any Seller or any of their Subsidiaries as a result of the 
termination of the DIP Credit Agreement and any ability of Sellers to use cash collateral; (v) any 
Action (including a bankruptcy filing or equivalent proceeding under Applicable Law) taken by 
any Person other than Sellers or their Affiliates or Representatives with respect to Blockbuster 
Canada Co.; (vi) any changes in Applicable Laws or accounting rules; or (vii) any material 
breach by Purchaser of any covenant or agreement herein or any representation or warranty of 
Purchaser having been or having become untrue in any material respect. 

"Sellers' Knowledge" means the knowledge of Jim Keyes, Tom Kurrikoff, Bruce Lewis, 
Dennis McGill, Jeff Stegenga, Roger Dunlap, Kevin Lewis, Joyce Woodward and Josh D. 
Owuso. 

"Specified Studios" means, collectively, Twentieth Century Fox Home Entertainment 
LLC, Sony Pictures Home Entertainment Inc., Warner Home Video, a Division of Warner Bros. 
Home Entertainment Inc., Paramount Home Entertainment Inc., Universal Studios Home 
Entertainment LLC, The Walt Disney Company, and Summit Distribution, LLC, together with 
their respective Studio Affiliates. For purposes of this definition, (i) "Studio Affiliate" means, 
with respect to any Specified Studio, any direct or indirect subsidiary of such Specified Studio, 
and any other Person that, directly or through one or more intermediaries, is controlled by such 
Specified Studio; and (ii) "controlled" shall mean the possession, directly or indirectly, of the 
power to direct or cause the direction of the management or policies (whether through ownership 
of securities or partnership or other ownership interests, by Contract or representation on the 
board or similar governing body). 

"Stores" means Sellers' domestic non-franchised retail store locations. 

"Straddle Period" means any Tax period beginning before, and ending after, the Closing 
Date. 

"Studio Condition" means, with respect to any Specified Studio, that at all times from the 
date of this Agreement until the Closing, (A) in the event that such Specified Studio is engaged 
in the distribution of packaged and digital audio-visual media, it shall have continued to (i) 
support Sellers' digital business on terms materially consistent with or better than those in effect 
on February 14, 2011 and (ii) provide Sellers' Stores and its international operations with 
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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, (B) in the event that such Specified Studio is engaged in the distribution of packaged 
and digital audio-visual media, it shall take no adverse action against any non-Debtor 
Subsidiaries of Sellers, provided that (i) any Specified Studio may exercise its rights and 
remedies as to any non-Debtor Subsidiary of Sellers to the extent that such non-Debtor 
Subsidiary breaches any agreement between such Specified Studio and such non-Debtor 
Subsidiary, provided that such breach does not arise as a result of a guaranty obligation or cross-
default arising from the breach of another agreement, (ii) nothing herein shall limit or affect the 
rights of any of Twentieth Century Fox Home Entertainment LLC, Sony Pictures Home 
Entertainment Inc., or Warner Home Video, a Division of Warner Bros. Home Entertainment as 
a holder of collateral pledged by non-Debtor Subsidiary Blockbuster Canada Co. (the "Canadian 
Collateral"), with respect to enforcing its rights against Blockbuster Canada Co. or with respect 
to the Canadian Collateral and (iii) customary trade practices in the ordinary course of business 
consistent with past practice shall not constitute "adverse action" hereunder and (C) such 
Specified Studio shall have continued to affirmatively support the Bidding Procedures Order 
(including the payment of the Roll-Up Notes), the bidding and sale process contemplated 
thereby, and a sale of the Sellers' assets to Purchaser (unless overbid) at the Sale Hearing. 
Compliance with clause (A) of the Studio Condition shall be satisfied, with respect to any 
Specified Studio if, until the Closing Date, such Specified Studio ships product to Sellers and 
their domestic and international subsidiaries, as the case may be, in such quantities as requested 
in the ordinary course of business on "cash in advance" terms at the applicable Studio's standard 
wholesale price (or better terms in each Studio's sole and absolute discretion) and supporting the 
Sellers' digital business by continuing to offer video on demand and electronic sell through 
services on the same terms and conditions as is currently provided by such Specified Studio, or 
in accordance with the terms and conditions of current agreements, at the sole election of such 
Specified Studio, subject to overall market trends and/or window shifts. 

"Studio Contracts" mean all contracts, agreements, arrangements or understandings 
between Sellers and any of the Specified Studios or any of Sellers' movie and/or video game 
suppliers. 

"Studio Liability Amount" means the aggregate amount, if any, of the Frozen Studio 
Balances of each Specified Studio that has fully satisfied the Studio Condition. 

"Subsidiary" or "subsidiary" means, with respect to any Person, any corporation, limited 
liability company, joint venture or partnership of which such Person (a) beneficially owns, either 
directly or indirectly, more than fifty percent (50%) of (i) the total combined voting power of all 
classes of voting securities of such entity entitled, under ordinary circumstances, to vote in the 
election of directors or other governing body of such Person, (ii) the total combined equity 
interests, or (iii) the capital or profit interests, in the case of a partnership; or (b) otherwise has 
the power to vote or to direct the voting of sufficient securities to elect a majority of the board of 
directors or similar governing body of such Person. 

"Subsidiary Shares" means the outstanding ownership interests in each of the Non-
Debtor Subsidiaries. 
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"Target Cash Amount" means an amount equal to $68,400,000, less any Contract 
Maintenance Costs described in Section 2.5(b) not previously reimbursed by Purchaser. 

"Tax" means all federal, state, provincial, territorial, municipal, local or foreign income, 
profits, franchise, gross receipts, environmental (including taxes under Code Section 59A), 
customs, duties, net worth, sales, use, goods and services, withholding, value added, ad valorem, 
employment, social security, disability, occupation, pension, real property, personal property 
(tangible and intangible), stamp, transfer, conveyance, severance, production, excise and other 
taxes, withholdings, duties, levies, imposts and other similar charges and assessments (including 
any and all fines, penalties and additions attributable to or otherwise imposed on or with respect 
to any such taxes, charges, fees, levies or other assessments, and interest thereon) imposed by or 
on behalf of any Governmental Authority. 

"Tax Returns" means any report, return, declaration, claim for refund, information report 
or return or statement required to be supplied to a Taxing Authority in connection with Taxes, 
including any schedule or attachment thereto or amendment thereof. 

"Taxing Authority" means any Governmental Authority exercising any authority to 
impose, regulate, levy, assess or administer the imposition of any Tax. 

"Transaction Documents" means this Agreement, the Escrow Agreement, the escrow 
agreement to be entered into with respect to the Purchase Price Adjustment Escrow, the 
Assignment Agreement, the Agency and License Agreement and, if applicable, the Transition 
Services Agreement entered into pursuant to Section 8.9 hereof, and all other Contracts and 
agreements necessary to effectuate the Transactions. 

"Transactions" means the transactions contemplated by this Agreement and the other 
Transaction Documents. 

"Transition Services Agreement" means the agreement, if applicable, to be entered into 
by Parent and Purchaser pursuant to Section 8.9 hereof. 

"WARN Act" means the federal Worker Adjustment and Retraining Notification Act, 29 
U.S.C. § 2101 et seq. (1988) and any similar state or local "mass layoff' or "plant closing" laws. 

Section 1.2 Terms Defined Elsewhere in this Agreement. For purposes of 
this Agreement, the following terms have meanings set forth in 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 
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Term Section 
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) 

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 
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 Adverse Effect 

Final Cash Amount Section 3.4(f) 
Final Inventory Amount Section 3.4(e) 
Financial Statements Section 5.5(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) 
Original Agreement Recitals 
Outside Date Section 4.4(b) 
Owned Properties Section 5.9(a) 
Parent Preamble 
Parties Preamble 
Personal Property Leases Section 5.10(a) 
Post-Closing Studio Obligation Section 3.3(g) 
Proposed Allocation Section 3.5 
Proposed Rejection Date Section 2.5(b) 
Purchase Price Section 3.1 
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Term Section  
Purchase Price Adjustment Escrow Section 3.3(h)  
Purchased Assets Section 2.1 
Purchased Business Name 
Trademarks 

Section 8.14 

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 Adjustment 

Amount definition) 
Revised Statements Section 3.5 
Securities Act Section 6.5 
Seller or Sellers Preamble 
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 Property definition) 
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 . 

(a) The words "hereof," "herein," and "hereunder" and words of similar 
import, when used in this Agreement, refer to this Agreement as a whole and not to any 
particular provision of this Agreement. 

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

(c) Whenever the words "include," "includes" or "including" are used in this 
Agreement, they shall be deemed to be followed by the words "without limitation." 

(d) Any reference in this Agreement to "$" shall mean United States dollars. 

(e) When calculating the period of time before which, within which or 
following which any act is to be done or step taken pursuant to this Agreement, the date that is 
the reference date in calculating such period shall be excluded. If the last day of such period is a 
non-Business Day, the period in question shall end on the next succeeding Business Day. 
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(f) Any agreement, instrument or statute defined or referred to herein or in 
any agreement or instrument that is referred to herein means such agreement, instrument or 
statute as from time to time amended, modified or supplemented including (in the case of 
agreements or instruments) by waiver or consent and (in the case of statutes) by succession of 
comparable successor statutes and references to all attachments thereto and instruments 
incorporated therein. References to a Person are also to its permitted successors and assigns. 

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

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

(i) This Agreement shall not be construed as if prepared by one of the Parties, 
but rather according to its fair meaning as a whole, as if all Parties had prepared it and, in the 
event an ambiguity or question of intent or interpretation arises, this Agreement shall be 
construed as jointly drafted by the Parties and no presumption or burden of proof shall arise 
favoring or disfavoring any Party by virtue of the authorship of any provision of this Agreement. 

(j) Any reference in this Agreement to "the date hereof' or "the date of this 
Agreement" shall mean the date of the Original Agreement. 

ARTICLE II 

PURCHASE AND SALE 

Section 2.1 	Purchase and Sale of Assets . On the terms and subject to the 
conditions set forth in this Agreement, at the Closing, Sellers shall sell, transfer, assign, convey 
and deliver to Purchaser (or its designee), and Purchaser (or its designee) shall purchase, acquire 
and accept from Sellers, free and clear of any and all Liens (other than Liens created by 
Purchaser and Permitted Liens), all of Sellers' right, title and interest in, to and under any and all 
of the assets, properties, rights and claims of any kind or nature, whether tangible or intangible, 
real, personal or mixed, wherever located and whether or not carried or reflected on the books 
and records of any Seller, which are used or useful in or held for use in connection with the 
operation of the Business, excluding only the Excluded Assets expressly identified in  Section 2.2  
(such assets, properties, rights and claims to be acquired hereunder, collectively, the " Purchased  
Assets"). The Purchased Assets shall include the following: 

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

(b) all rights, title and interest of Sellers in the BB 2009 Trust; 
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(c) all cash, cash equivalents, bank deposits or similar cash items of Sellers 
(including all items taken into account in determining the $68,400,000 amount for purposes of 
the definition of Target Cash Amount); 

(d) all accounts and notes receivable and other right to payment (including 
 

credit card receivables), together with any unpaid financing charges accrued thereon, 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 Business; 

(e) 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 the Closing; 

(H 	all tangible personal property owned by Sellers related to, useful in or held 
for use in the conduct of the Business, including movie, television program., game, and cell 
phone inventory, merchandise, memorabilia, supplies, food and beverage items, samples, 
equipment, televisions, monitors, video players, computers, hardware, electronics, file servers, 
scanners, printers, networks, copiers, cash registers, furniture, furnishings, fixtures, telephone 
lines, telecopy machines, telecommunication equipment, storeroom contents, spare parts, 
shipping materials, packaging materials, raw materials and other consumables relating to or 
available for sale or use in connection with the Business; provided, however, that, in the event 
that Purchaser elects the Agency Alternative, Purchased Assets shall not include any of the 
Designated Liquidation Merchandise or Designated FF&E at the Closing Date Leased Propert eo, 
and Purchaser shall have the exclusive right, as set forth in 	 and the Agency and 
License Agreement, (i) to direct the sale or other disposition by Sellers of all such Designated 
Liquidation Merchandise and Designated FF&E and (ii) the exclusive right to receive and retain, 
for its own account, the proceeds, as set forth herein and in the Agency and License Agreement, 
of all such sales and dispositions; 

(g) all rights, title and interest of Sellers in each Owned Property and unde 
each Real 	 Lease which is a Purchaser Assumed Contract, together with all 
improvements, fixtures and othe appurtenances thereto and rights in respect thereof; 

(h) all rights, title and interest of Sellers in and to any property subject to a 
personal property lease that is related to, useful in or held for use in the conduc of the Business, 
to the extent any such personal property lease is a Purchaser Assumed Contract; 

(i) the Purchased Intellectual  

@ 	to the extent transferrable 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; 
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(k) 	all Documents that are used i held for use in or intended to be used i or 
that arise 	\vout of, the Business, iuc~utb Documents 	to 	advertising, 
promotional materials, Purchased Intellectua Property, personnel files for Transferred 
Employees and all files, customer files and documents (including credit information), supplier 
lists, records, literature and correspondence, whether or not physically located on any of the 
premises referred to in clause (g) above, but excluding (i) personnel files for Employees who are 
not Transferred Employees, (ii) such files as may not be transferred under Applicable Law 
regarding privacy, (iii) Documents which any Seller is not permitted to transfer pursuant to any 
contractual confidentiality obligation owed to any third party and (iv) Documents relating to an 
Excluded Asset or Excluded Liability; provided, however, to the extent such Documents relate in 
any way to the conduct of the Business, Purchaser shall receive copies thereof; 

(1) 	all of the right and benefits accruing under any Permits held, used or 
made by any Seller in the Business to the extent assignable, except any such Permit that is an 
Excluded Contract; 

(n) 	all warranties and guarantees related to the Purchased Assets including 
 

warranties and guaranteesn\ado6w suppliers, manufacturers and contractors under the Purchased 
Assets, and claims against suppliers and other third parties in connection with the Purchaser 
Assumed Contracts; 

(n) any rights, demands, claims, causes of action, rights of recovery, credits, 
allowances, rebates, or rights of setoff or subrogation arising out of or relating to any of the 
Purchased Assets; 

(o) all rights of Sellers unde 	 or confidentiality, non-compete, 
or non-solicitation agreements with employees and agents of Seller or with third parties to the 
extent relating to the Business or the Purchased Assets (or any portionthozeoM; 

(p) all third party property and casualty insurance proceeds, and all rights to 
third party property and casualty insurance proceeds, in each case to the extent received or 
receivable in respect of the Business or the Purchased Assets (or to any portion thereof); 

(q) all rights of Sellers under or pursuant to any franchise agreements or other 
arrangements with franchisees, other than any such agreement or arrangement which the 
Purchaser has specifically designated as a Removed Contract pur uant to Section 2.5(d); 

(r) all goodwill and other intangible assets associated with the Business, 
including customer and supplier lists and the goodwill associated with the Purchased Intellectual 
Property; 

(s) all assets attributable to Non-Debtor Benefit Plans (including any trusts, 
insurance or other ftinding  arrangements); 

(t) all of Sellers' assets related to, located at, or used or useful in connection 
with the operation of Sellers' Distribution Centers; provided, however, that, in the event that 
Purchaser elects the Agency Alternative, Purchased Assets shall not include any of the 
Designated Li idation Merchandise or Designated FF&E at the Distribution Centers that are 



Closing Date Leased Properties, and Purchaser shall have the exclusive right, as set forth in 
Section 8.8(b) and the Agency and License Agreement, (i) to direct the sale or other disposition 
by Sellers of all such Designated Liquidation Merchandise and Designated FF&E and (ii) the 
exclusive right to receive and retain, for its own account, the proceeds, as set forth herein and in 
the Agency and License Agreement, of all such sales and dispositions; 

(u) all rights, claims and causes of action of Sellers (except to the extent 
arising under the Transaction Documents), but not including any rights, claims and causes of 
action under the Bankruptcy Code (including chapter 5 thereof) or any similar claims and causes 
of action for avoidance, preference or fraudulent conveyance under applicable state law; 

(v) sales and use Tax refunds to the extent provided in Section 2.3(d); and 

(w) all other assets, properties, rights and claims of Sellers of any kind or 
nature which relate to the Business, which are used or useful in or held for use in the Business, or 
which relate to the Purchased Assets (in each case, other than the Excluded Assets) not otherwise 
described in this Section 2.1, including, but not limited to, all of Sellers' assets related to, located 
at, or used or useful in connection with (i) the operation of all of Sellers' Stores, (ii) the operation 
of Sellers' digital, kiosk and by-mail businesses and (iii) Sellers' franchise businesses. 

Section 2.2 	Excluded Assets. Nothing herein contained shall be deemed 
to sell, transfer, assign or convey the Excluded Assets to Purchaser, and Sellers shall retain all 
right, title and interest to, in and under the Excluded Assets. "Excluded Assets" shall mean only 
the following assets: 

(a) the Excluded Contracts, including any accounts receivable arising out of 
or in connection with any Excluded Contract; 

(b) all equity interests (other than those set forth in Section 2.1(a) and any 
Subsidiaries thereof) in Sellers; 

(c) any (i) confidential personnel and medical records pertaining to any 
Employee of Sellers not permitted to be transferred to Purchaser under Applicable Law; 
(ii) books and records that Sellers are required by Law to retain, that relate exclusively to the 
Excluded Assets or the Excluded Liabilities, including Tax Returns, financial statements, and 
corporate or other entity filings; provided, however, that Purchaser shall have the right to make 
copies of any portions of such retained books and records that relate to the Business or any of the 
Purchased Assets or Assumed Liabilities; 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 Sellers; provided, that Purchaser shall have the right to make copies of any 
portions of such documents and records; 

(d) any claim, right or interest of any Seller in or to any refund, rebate, 
abatement or other recovery for Taxes, 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; 

(e) all rights and claims of Sellers under the Transaction Documents; 
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(f) all Debtor Benefit Plans (and any trusts, 501 (c)(9) organizations, 
insurance (including fiduciary insurance), administrative or other service contracts relating 
thereto); 

(g) all rights, claims and causes of action of Sellers under the Bankruptcy 
Code (including chapter 5 thereof) and any similar claims and causes of action for avoidance, 
preference or fraudulent conveyance under applicable state law; and 

(h) all restricted cash of Sellers relating to cash collateralized 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 expressly set forth in this Section 2.3 
(collectively, the "Assumed Liabilities"). On the terms and subject to the conditions set forth in 
this Agreement, at the Closing, Purchaser shall assume the Assumed Liabilities and shall agree to 
pay, discharge, perform and otherwise satisfy such Assumed Liabilities in accordance with their 
respective terms, subject to any defenses or claimed offsets asserted in good faith against the 
obligee to whom such Liabilities of Sellers and their Subsidiaries are owed. The Assumed 
Liabilities shall consist of only the following Liabilities: 

(a) 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; 

(b) all Liabilities of Sellers 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 Purchaser's offer of employment and commence 
employment with Purchaser; provided, that with respect to each Transferred Employee, the 
maximum aggregate amount of such wages, vacation and payroll Taxes included in the Assumed 
Liabilities shall not exceed an amount equal to one half of the aggregate amount of such wages, 
vacation and payroll Taxes accrued during such Transferred Employee's normal pay period 
cycle; 

(c) all Liabilities of Sellers to the extent specifically provided in Article IX; 

(d) all sales or use or other Taxes of any Seller (but not including any Taxes 
assumed by Purchaser pursuant to Section 2.3(b) or paid by Sellers pursuant to the Closing Sales 
Tax Payment), up to an aggregate amount not to exceed $1,600,000, that (i) 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 this Section 2.3(d); 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 this Section 2.3(d) to exceed the aggregate amount of Taxes that have 
become Assumed Liabilities pursuant to this Section 2.3(d); 
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(e) the Post-Closing Studio Obligation, with respect to each Specified Studio 
that fully satisfies the Studio Condition; and 

(f) all Liabilities with respect to the Assumed Cure Costs. 

For the avoidance of doubt, while Purchaser is not assuming the Liabilities of any of the Non-
Debtor Subsidiaries, Purchaser acknowledges that the Liabilities of each Non-Debtor Subsidiary 
will remain intact as obligations of such Non-Debtor Subsidiary as such exists on the Closing 
Date. 

Section 2.4 	Excluded Liabilities. Notwithstanding anything to the 
contrary in this Agreement, the Parties expressly acknowledge and agree that Purchaser shall not 
assume or in any manner whatsoever be liable or responsible for any Liabilities of any Seller or 
of any predecessor of any Seller, existing on the Closing Date or arising thereafter, other than the 
Assumed Liabilities. All of the Liabilities of any Seller or of any predecessor of any Seller not 
specifically and expressly assumed by Purchaser pursuant to Section 2.3 shall be referred to 
herein collectively as the "Excluded Liabilities." Without limiting the foregoing, Purchaser shall 
not be obligated to assume, and does not assume, and hereby disclaims all of the Excluded 
Liabilities, including all of the following Liabilities, of each Seller or of any predecessor of any 
Seller: 

(a) all Liabilities for accrued expenses and accounts payable incurred prior to 
the Closing Date, except to the extent that the same constitute Assumed Liabilities pursuant to 
Section 2.3; 

(b) all Liabilities arising out of any of the Excluded Assets, including 
Excluded Contracts; 

(c) 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 arising or existing during Sellers' operation of the Business prior to the Closing Date; 
provided, that nothing in this Agreement shall (i) release, nullify, or enjoin the enforcement of 
any liability to a governmental unit under Environmental Laws (or any associated liabilities for 
penalties, damages, cost recovery, or injunctive relief) that any entity would be subject to as the 
owner, lessor, lessee, or operator of the property after the Closing Date or (ii) in any way (x) 
diminish the obligation of any entity to comply with Environmental Laws, or (y) diminish the 
obligations of Sellers to comply with Environmental Laws consistent with their rights and 
obligations as debtors in possession under the Bankruptcy Code; 

(d) 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; 

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

(f) 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 
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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; 

(g) 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 Actions; 

(h) 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; 

(i) all Liabilities with respect to any costs and expenses (including all legal, 
accounting, financial advisory, valuation, investment banking and other third party advisory or 
consulting fees and expenses) incurred by or on behalf of any Seller or its Affiliates in 
connection with the Bankruptcy Cases or the Transactions; 

(j) all Liabilities incurred in the Ordinary Course of Business existing prior to 
the filing of the Bankruptcy Cases that are subject to compromise under the Bankruptcy Cases, 
other than the Assumed Cure Costs; 

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

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

(m) all Liabilities (other than the Post-Closing Studio Obligation to the extent 
set forth in  Section 2.3(e))  with respect to any Studio Contracts, including the Revenue Sharing 
Agreements; and 

(n) all Liabilities relating to the failure to comply with any bulk sales Laws. 

Section 2.5  Assumed Contracts . 

(a) Purchaser Assumed Contracts . At the Closing and pursuant to section 365 
of the Bankruptcy Code and the Sale Order, Sellers shall assume and assign to Purchaser, and 
Purchaser shall consent to such assignment from Sellers, the Purchaser Assumed Contracts. All 
Cure Costs with respect to the Purchaser Assumed Contracts shall be paid in full by Purchaser on 
or before the Closing Date (the " Assumed Cure Costs"), and Sellers shall have no Liability 
therefor. 

(b) Excluded Contracts . Prior to the Closing, with respect to any executory 
Contract or unexpired real property lease that has not been designated as a Purchaser Assumed 
Contract (each, an "Excluded Contract "), Sellers shall, prior to the rejection of any such 
Excluded Contract, provide Purchaser with not less than five (5) Business Days notice, which 
shall include the proposed date of such rejection (the " Proposed Rejection Date"), of their intent 
to reject such Excluded Contract (the " Notice Period"). If Purchaser desires to include such 
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Excluded Contract as a Purchaser Assumed Contract, it shall provide Sellers with written notice 
of such election prior to the expiration of the Notice Period and such Contract shall thereafter be 
deemed to be a Purchaser Assumed Contract for purposes of this Agreement and the Sale Order 
and shall be added to Schedule Ll(e). If Purchaser elects not to include such Excluded Contract 
as a Purchaser Assumed Contract, it shall have the option upon written notice to Sellers prior to 
the expiration of the Notice Period (a "Rejection Deferral Notice") to require Sellers, up until the 
date specified in the Rejection Deferral Notice (the "Rejection Deferral Date"), which date shall 
be on or before (and may be extended until, in Purchaser's sole discretion) the date of the 
applicable rejection deadline under the Bankruptcy Code, to defer the rejection of such Excluded 
Contract and Purchaser (whether or not the Closing occurs) shall thereafter pay, or promptly 
reimburse Sellers for, all 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 Contract during the period from the Proposed Rejection Date to the earlier of the 
Closing Date and the Rejection Deferral Date (the "Contract Maintenance Costs"); provided, that 
Purchaser shall not have any obligation with respect to Contract Maintenance Costs if this 
Agreement is terminated pursuant to Section 4.4(e) or Section 4.4(h). Notwithstanding the 
foregoing, at any time and from time to time prior to Closing, Purchaser may elect, by written 
notice to Sellers, to cause any one or more of the Excluded Contracts (to the extent not 
previously rejected by Sellers after giving notice as required above) to be included as a Purchaser 
Assumed Contract, and such Contract shall be added to Schedule 1. 1 (e)  and shall thereafter be 
deemed to be a Purchaser Assumed Contract for purposes of this Agreement and the Sale Order 
and, to the extent such Contract is actually assumed and assigned to Purchaser at Closing, 
Purchaser shall not have any obligation to pay or reimburse Sellers for any Contract Maintenance 
Costs with respect to such Purchaser Assumed Contract. In the event that Purchaser does not 
desire that Sellers defer such rejection or fails to provide Sellers with notice of any election prior 
to the expiration of the Notice Period, Sellers shall thereafter be permitted to file such motions 
and other documentation with the Bankruptcy Court and take such other action as they deem 
necessary to reject any such Excluded Contract(s) and to liquidate any assets related thereto. 

(c) Undisclosed Assumed Contracts. If prior to, at, or following the Closing 
(but prior to the conclusion of the Bankruptcy Cases), any Party becomes aware of any executory 
Contract or unexpired lease that has not been disclosed in writing or that was not made available, 
in each case, to Purchaser prior to the date hereof, the discovering party shall promptly (but in 
any event no later than two (2) Business Days) notify the other party in writing of such executory 
Contract or unexpired lease. Purchaser may elect, no later than the later of (i) five (5) Business 
Days after such notice and (ii) the Closing Date, to receive an assignment of such Seller's rights 
in such executory Contract or unexpired lease (upon such election by Purchaser, an "Undisclosed 
Assumed Contract"); provided that the Bankruptcy Court enters an order (in a form and 
substance reasonably acceptable to Purchaser and Sellers) authorizing the assumption by Sellers 
(for Contracts entered prior to the commencement of the Bankruptcy Cases, whether or not 
amended after the commencement of the Bankruptcy Cases) and the assignment to Purchaser of 
such Undisclosed Assumed Contract(s). All Cure Costs under any and all Undisclosed Assumed 
Contracts shall be paid in full by Purchaser. 

(d) Removed Contracts. Purchaser may elect to remove any Contract(s) 
and/or unexpired real property lease(s) (each, a "Removed Contract") from the list of Purchaser 
Assumed Contracts by giving written notice thereof to Sellers no later than the conclusion of the 



Auction. Upon designation in accordance with the foregoing, each such Removed Contract shall 
cease to be a Purchaser Assumed Contract for the purposes of this Agreement and the Sale Order 
and may thereafter be rejected at Sellers' discretion without any additional notice to or consent 
from Purchaser or any liability of Purchaser (other than with respect to any Contract 
Maintenance Costs, if applicable). 

Section 2.6 Further Conveyances and Assumptions. 

(a) From time to time following the Closing and except as prohibited by Law, 
Sellers shall, or shall cause their Affiliates to, make available to Purchaser such non-confidential 
data in personnel records of Transferred Employees as is reasonably necessary for Purchaser to 
transition such employees into Purchaser's records. 

(b) From time to time following the Closing, Sellers and Purchaser shall, and 
shall cause their respective Affiliates to, execute, acknowledge and deliver all such further 
conveyances, notices, assumptions, releases and acquittances and such other instruments, and 
shall take such further actions, as may be reasonably necessary or appropriate to assure fully to 
Purchaser and its respective successors or assigns, all of the properties, rights, titles, interests, 
estates, remedies, powers and privileges intended to be conveyed to Purchaser under this 
Agreement and the Seller Documents and to assure fully to Sellers and their Affiliates and their 
successors and assigns, the assumption of the Assumed Liabilities assumed by Purchaser under 
this Agreement and the Seller Documents, and to otherwise make effective the transactions 
contemplated hereby and thereby; provided, that nothing in this Section 2.6 shall require the 
Purchaser to assume any Liabilities other than the Assumed Liabilities. 

(c) To the extent not obtained at or prior to Closing, Sellers shall use 
reasonable best efforts to obtain termination statements, lien releases, discharges, financing 
change statements or other documents, notices or other instruments as Purchaser may reasonably 
deem necessary to release Liens (other than Permitted Liens) on the Purchased Assets, each in 
form and substance reasonably satisfactory to Purchaser. 

(d) Nothing in this Agreement nor the consummation of the Transactions shall 
be construed as an attempt or agreement to transfer or assign any Purchased Asset, including any 
Contract, Permit, certificate, approval, authorization or other right, which (i) is not capable of 
being assigned pursuant to section 365 of the Bankruptcy Code or transferred pursuant to 
section 363 of the Bankruptcy Code to Purchaser at the Closing, or (ii) the transfer or assignment 
of which would result in a violation of any Applicable Law, if the consent of a third party is not 
obtained prior to such transfer or assignment ("Nonassignable Assets") unless and until such 
consent shall have been obtained. Sellers shall use their reasonable best efforts, and Purchaser 
shall use commercially reasonable efforts to cooperate with Sellers, in endeavoring to obtain 
such consents; provided that no Party shall be obligated to incur any costs or expenses or provide 
any financial accommodation or other consideration of any nature to any Person to facilitate 
obtaining such consent to transfer any Nonassignable Asset. To the extent permitted by 
Applicable Law, in the event consents to the assignment thereof cannot be obtained, such 
Nonassignable Assets shall be held, as of and from the Closing Date, by Sellers in trust for 
Purchaser and the covenants and obligations thereunder shall be performed by Purchaser in the 
applicable Seller's name to the extent it would have been responsible therefor if such consent or 
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approval had been obtained, and all benefits and obligations existing thereunder shall be for 
Purchaser's account. Sellers shall promptly pay over to Purchaser all money or other 
consideration received by it in respect of all Nonassignable Assets. Notwithstanding the 
foregoing, Sellers shall not have any obligation to renew any Nonassignable Asset upon the 
expiration or termination thereof. In addition, to the extent that any Nonassignable Asset 
contains an "evergreen" provision that automatically renews such Nonassignable Asset unless 
terminated or cancelled by either party thereto, Sellers shall not be prohibited from terminating 
or canceling such Nonassignable Asset as permitted pursuant to the terms thereof. 

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

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

ARTICLE III 

PURCHASE PRICE 

Section 3.1 	Purchase Price . The aggregate consideration for the 
Purchased Assets (the " Purchase Price ") shall be (a) an amount in cash equal to the Closing Date 
Payment, subject to adjustment as provided in  Section 3.4  (the "Cash Purchase Price"),  plus  

(b) the assumption of Assumed Liabilities. 

Section 3.2 	Deposit. 

(a) Upon the execution of this Agreement, Purchaser shall deposit with 
Wilmington Trust Company, as escrow agent (the ` Escrow Agent"), pursuant to that certain 
Escrow Agreement, dated as of the date hereof, among Parent, Purchaser and the Escrow Agent 
(the "Escrow Agreement "), by certified check or wire transfer of immediately available funds, an 
amount equal to $20,000,000 (the "Deposit"). 

(b) The Parties agree that the Deposit shall (i) be applied as a deposit towards 
the Closing Date Payment and delivered to Parent at Closing as provided in  Section 3.3(d),  
(ii) be returned to Purchaser (with any accrued interest actually earned thereon and less the 
Escrow Agent's fees and expenses) in the event that this Agreement is terminated pursuant to 
any provision of  Section 4.4  other than by Sellers pursuant to (A)  Section 4.4(i)  or (B) pursuant 
to  Section 4.4(b)  in the event that Closing does not occur on or before the Outside Date solely as 
a result of Purchaser's material breach of its obligations under this Agreement (including non-
payment of the Closing Date Payment pursuant to  Section 3.3) , or (iii) be paid to Sellers (with 
any accrued interest actually earned thereon and less the Escrow Agent's fees and expenses) in 
the event that this Agreement is properly terminated by Sellers (A) pursuant to  Section 4.4(i)  or 
(B) pursuant to  Section 4.4(b)  in the event that Closing does not occur on or before the Outside 
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Date solely as a result of Purchaser's material breach of its obligations under this Agreement 
(including payment of the Closing Date Payment pursuant to Section 3.3). 

Section 3.3 	Payment of Purchase Price. 

(a) 	Not later than three (3) Business Days prior to the Closing Date, Sellers 
shall prepare and provide to Purchaser a statement setting forth (i) the Inventory Liquidation 
Expenses and (ii) Sellers' good faith reasonable estimate of (x) the projected Closing Inventory 
Amount (the "Estimated Inventory Amount") and (y) the projected Closing Cash Amount (the 
"Estimated Cash Amount"). 

(b) 	At the Closing, Purchaser shall deliver, or cause to be delivered, the 
Closing Date Payment (as defined below) by wire transfer of immediately available funds, as set 
forth in clause (c) below. "Closing Date Payment" means an amount calculated as follows: 

(i) an amount equal to $277,500,000  minus  the Studio Liability 
Amount; 

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

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

(iv) minus  an amount equal to the Deposit (with any accrued interest 
actually earned thereon and less the Escrow Agent's fees and expenses); 

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

(vi) minus,  if applicable, an amount equal to the Revenue Share 
Adjustment Amount. 

(c) 	At the Closing, Purchaser will pay the Closing Date Payment which shall 
be applied as set forth in Section 16 of the form of Bidding Procedures Order attached hereto as 
Exhibit B. 

(d) 	At the Closing, Parent and Purchaser shall jointly instruct the Escrow 
Agent to transfer to Parent the Deposit (plus the amount of any accrued interest actually earned 
thereon and less the Escrow Agent's fees and expenses) by wire transfer of immediately 
available funds into an account designated in writing by Parent. 

(e) 	On or prior to the Closing Date, Purchaser shall deliver to each of the 
counterparties to the Purchaser Assumed Contracts the full amount of the applicable Cure Costs 
for the assumption and assignment of such Contracts by Sellers. 

(f) 	At the Closing Purchaser shall pay (or cause to be paid), by wire transfer 
of immediately available funds, to each Specified Studio that has fully satisfied the Studio 
Condition, an amount equal to 25% of such Specified Studio's respective Frozen Studio Balance. 
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(g) Following the Closing, Purchaser shall pay (or cause to be paid), by wire 
transfer of immediately available funds, to each Specified Studio that has fully satisfied the 
Studio Condition, an amount equal to 75% of such Specified Studio's respective Frozen Studio 
Balance, to be paid ratably over three (3) payments on the first Business Days that are 30, 60 and 
90 days following the Closing Date and which payments shall be secured by letters of credit, 
cash deposited with an independent escrow agent at Purchaser's option, or some other form of 
collateral reasonably acceptable to the Specified Studios, provided that each such payment shall 
be subject to the applicable Specified Studio's having fully satisfied (subject to the opportunity 
to cure within three (3) Business Days following notice to such Specified Studio and counsel for 
the Ad Hoc Studio Committee), to the date of such payment, the Post-Closing Studio Condition 
(the aggregate amounts payable pursuant to this sentence, the "Post-Closing Studio Obligation"). 

(h) At the Closing, an amount equal to $20,000,000 of the Closing Date 
Payment shall be paid to the Escrow Agent from the Closing Date Payment, pursuant to item 
"Sixth" of the payment waterfall set forth in Section 16 of the form of Bidding Procedures Order 
attached hereto as Exhibit B, to be held and disbursed in accordance with an escrow agreement 
to be agreed among Purchaser, Sellers and the Escrow Agent (or such other escrow agent as is 
agreed by Purchaser and Parent) for the purposes of satisfying any adjustments to the Purchase 
Price payable to Purchaser by Seller pursuant to Section 3.4 (the "Purchase Price Adjustment 
Escrow"). 

Section 3.4 Purchase Price Adjustment. 

(a) As promptly as practicable, but no later than forty-five (45) days after the 
Closing Date, Purchaser shall cause to be prepared and delivered to Parent a closing 
statement (the "Closing Statement") setting forth Purchaser's calculation of (i) the Closing 
Inventory Amount lus the Inventory Liquidation Expenses and (ii) the Closing Cash Amount 
(together, the "Closing Accounts"). 

(b) If Parent disagrees with Purchaser's calculation of the Closing Accounts 
delivered pursuant to Section 3.4(a), Parent may, within fifteen (15) days after delivery of the 
Closing Statement, deliver a notice to Purchaser disagreeing with such calculation and setting 
forth Purchaser's calculation of such amount. Any such notice of disagreement shall specify 
those items or amounts as to which Parent disagrees, and Parent shall be deemed to have agreed 
with all other items and amounts contained in the Closing Statement and the calculation of the 
Closing Accounts delivered pursuant to Section 3.4(a). In the event that Parent fails to timely 
deliver a notice of disagreement within such fifteen (15) day period, the Closing Statement and 
Purchaser's determination of the Closing Accounts shall be deemed final and binding on the 
Parties. 

(c) If a notice of disagreement shall be duly delivered pursuant to 
Section 3.4(b), Purchaser and Parent shall, during the fifteen (15) days following such delivery, 
use their commercially reasonable efforts to reach agreement on the disputed items or amounts in 
order to determine, as may be required, the amount of the Closing Accounts, which amount shall 
not be less than the amount thereof shown in Purchaser's calculation delivered pursuant to 
Section 3.4(a) nor more than the amount thereof shown in Parent's calculation delivered pursuant 
to Section 3.4(b). If during such period, Purchaser and Parent are unable to reach such 
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agreement, they shall promptly thereafter cause an independent accountant to be mutually agreed 
upon by Parent and Purchaser (the "Accounting 

	
) to review this Agreement and the 

disputed items or amounts for the purpose of calculating the Closing Accounts (it being 
understood tha in making such calculation, the Acc 	Referee shall be functioning as an 
expert and not as an arbitrator). In making such calculation, the Accounting Referee shall 
consider only those items or amounts in the Closing Statement and Purchaser's calculation of the 
ClosingAccounts uuk) which Parent bum  disagreed. The  nco tingReferee shall d bvcr  to 
Purchaser and Parent, as promptly as practicable (but in any case no later than thirty (30) days 
from the date of engagement of the Accounti Referee), a report setting forth such calculation. 
Such report shall be final and binding upon Purchaser and Sellers. Sellers shall pay a portion of 
the fees and expenses of the Accounti Referee equal to 100% multi ]iedhvafraction"thc 
numerator of which is the absolute value of the difference between the Accounting Referee's 
calculation of the Closing Accounts and Parent's calculation of the Closing Accounts, and the 
denominator of which is the sum of (x) the absolute value of the difference between the 
Accounting Referee's calculation of the Closing Accounts and Parent's ca/co/atinuVftbc 
Closing Accounts plus (y) the absolute value of the difference between the Accounting Referee's 
calculation of the Closing Accounts and Purchaser's calculation of the Closi Accounts, with 
each Seller jointly and severally liable for the entire portion allocable to Sellers. Purchaser shall 
pay only such portion of the fees and expenses of the Accounting Referee that Sellers are not 
required to pay hereunder. 

(d) Purchaser and Parent shall, and shall cause their respective representatives 
to, cooperat and assist in the preparation of the Closing Statement and the calculation of the 
Closing Accounts and in the conduct of the review referred to in this Section 3.4, including, the 
making available to the extent necessary of books, records, work papers and personnel. 

(e) If the Final Inventory Amount exceeds the Estimated Inventory Amount 
plus the Inventory Liquidation Expenses, Purchaser shall pay to Sellers, in the manner provided 
in 	 the amount of such excess and, if the Estimated Inventory Amount plus the 
Inventory Liquidation Expenses exceeds the Final Inventory Amount, Sellers shall pay to 
Purchaser, as an adjustment to the Cash Purchase Price, in the manner provided in Section 3.4(g) 
the amount of such excess. 	 "Final Inventory 	 `zocana1bnClooiog Inventory Amount 
plus Inventory Liquidation Expenses (i) as shown in Purchaser's calculation delivered pursuant 
to 	 if no notice of disagreement with respect thereto is duly delivered pursuant to 
Section 3.4(b) or (ii) if such a notice of disagreement is delivered, (A) as agreed by Purchaser 
and Parent pursuant to Section 

	
Vz(B)bu the absence oF such ugreeozeot,onohn`mmiothe 

Accounting Referee's oalcoJn1b`odelivered pursuant tn provided, 
	

that in 
no event shall the Final Inventory Amount be less than Purchaser's calculation of the Closing 

 

Inventory Amount plus Inventory Liquidation Expenses delivered pursuant to 	 or 
more thuoPazent`oculuuladmmofdboClnoingTovcotoryAozouotphzsInvcotoryLiquidation 
Expenses delivered pursuant to Section 

 

(f) If the Final Cash Amount exceeds the Estimated Cash Amount, Purchaser 
shall pay to Sellers, in the manner provided in the amount of such excess and if 
the Estimated Cash Amount exceeds the Final Cash Amount Sellers shall pay to Purchaser, as 
an adjustment to the Cash Purchase Price, in the manner provided in the amount 
of such excess. The "Final 	 Amount" means the Closing Cash Amount (i) as shown in 



Purchaser's calculation delivered pursuant to Section 3.4(a) if no notice of disagreement with 
respect thereto is duly delivered pursuant to Section 3.4(b) or (ii) if such a notice of disagreement 
is delivered, (A) as agreed by Purchaser and Parent pursuant to Section 3.4(c) or (B) in the 
absence of such agreement, as shown in the Accounting Referee's calculation delivered pursuant 
to Section 3.4(c); provided, however, that in no event shall the Final Cash Amount be less than 
Purchaser's calculation of the Closing Cash Amount as set forth in the Closing Statement 
delivered pursuant to Section 3.4(a) or more than Parent's calculation of the Closing Cash 
Amount as set forth in its calculations delivered pursuant to Section 3.4(b). 

(g) 	Any payments pursuant to Sections 3.4(e) or 3.4(f) shall be made within 
five (5) Business Days after the Final Inventory Amount or the Final Cash Amount, as 
applicable, has been determined pursuant to this Section 3.4, by wire transfer by Purchaser or 
Sellers, as the case may be, of immediately available funds to the account of such other Party as 
may be designated in writing by such other Party. In the event that any payments are due to 
Purchaser pursuant to Section 3.4(e) or 3.4(f), such amounts shall be paid (i) to Purchaser by the 
Escrow Agent out of the Purchase Price Adjustment Escrow and (ii) if any amounts remain due 
to Purchaser after payment to Purchaser of the full amount of such Purchase Price Adjustment 
Escrow and any earnings thereon, by Sellers out of funds available to them. The obligations of 
Sellers to pay any purchase price adjustments pursuant to Sections 3.4(e) and 3.4(f) and this 
Section 3.4(g) shall be joint and several obligations. 

Section 3.5 	Allocation of Purchase Price. Within thirty (30) days after the 
Closing Date, Purchaser shall prepare and deliver to Sellers an allocation of the Cash Purchase 
Price, the Assumed Liabilities and any other items that are treated as additional purchase price 
for Tax purposes (the "Taxable Consideration") among the Purchased Assets in accordance with 
Section 1060 of the Code (the "Proposed Allocation"). Sellers shall have thirty (30) days after 
receipt of the Proposed Allocation to notify Purchaser in writing of any items of the Proposed 
Allocation that are not reasonable in Sellers' view. If Sellers do not object in writing during such 
thirty (30) day period, then the Proposed Allocation shall be final and binding on all Parties. If 
Sellers object in writing during such thirty (30) day period, then the Parties shall cooperate in 
good faith to reach a mutually agreeable allocation of the Taxable Consideration, which 
allocation shall be binding on all Parties. If the Parties are unable to reach an agreement within 
sixty (60) days of Sellers' receipt of the Proposed Allocation, then any disputed items shall be 
referred to the Accounting Referee for resolution, and the determination of the Accounting 
Referee shall be final and binding on the Parties. The fees and expenses of the Accounting 
Referee shall be paid fifty percent (50%) by Purchaser and fifty percent (50%) by Sellers, with 
each Seller severally liable for the entire portion allocable to Sellers. In accordance with such 
allocation, Purchaser shall prepare and deliver to Sellers copies of Form 8594 and any required 
exhibits thereto (the "Asset Acquisition Statement"). Purchaser shall prepare and deliver to 
Sellers (or their designated successors) from time to time revised copies of the Asset Acquisition 
Statement (the "Revised Statements") so as to report any matters on the Asset Acquisition 
Statement that need updating (including pursuant to purchase price adjustments, if any), 
consistent with the agreed upon allocation. The Parties shall, and shall cause their respective 
Affiliates to, use the allocations set forth in the Asset Acquisition Statement or, if applicable, the 
last Revised Statement for all Tax purposes, file all Tax Returns in a manner consistent with such 
allocation statement and take no position contrary thereto, in each case, unless required to do so 
by a change in applicable Tax Laws or good faith resolution of a Tax contest. 
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ARTICLE IV 

CLOSING AND TERMINATION 

Section 4.1 	Closing Date. Subject to the satisfaction of the conditions set 
forth in Section 10.1, Section 10.2 and Section 10.3 (or the waiver thereof by the Party entitled to 
waive that condition), the closing of the purchase and sale of the Purchased Assets and the 
assumption of the Assumed Liabilities provided for in Article II (the "Closing") shall take place 
at the offices of Weil, Gotshal & Manges LLP located at 767 Fifth Avenue, New York, New 
York (or at such other place as the Parties may designate in writing) at 10:00 a.m. local time on 
the date that is three (3) Business Days following the satisfaction or waiver of the conditions set 
forth in Article X (other than conditions that by their nature are to be satisfied at the Closing, but 
subject to the satisfaction or waiver of such conditions), unless another time or date, or both, are 
agreed to in writing by the Parties. The date on which the Closing shall be held is referred to in 
this Agreement as the "Closing Date." Unless otherwise agreed by the Parties in writing, the 
Closing shall be deemed effective and all right, title and interest of Sellers to be acquired by 
Purchaser hereunder shall be considered to have passed to Purchaser 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 
Purchaser: 

(a) for each Owned Property listed on Schedule 5.9(a), a warranty deed duly 
executed by the applicable Seller; 

(b) a duly executed copy of the Agency and License Agreement; 

(c) a duly executed bill of sale in the form attached as Exhibit C hereto; 

(d) a duly executed assignment and assumption agreement in the form 
attached as Exhibit D hereto (the "Assignment Agreement") and duly executed assignments 
transferring all of Sellers' and any Debtor Subsidiary's rights, titles and interests in and to the 
Intellectual Property included in the Purchased Intellectual Property, in a form suitable for 
recording in the U.S. Patent and Trademark Office and U.S. Copyright Office; 

(e) copies of all consents, waivers and approvals referred to in 
Section 10.1(g); 

(f) stock certificates, if applicable, representing the Subsidiary Shares, duly 
endorsed in blank or accompanied by appropriate transfer documentation duly endorsed in blank 
and with all appropriate stock transfer tax stamps affixed; 

(g) for each Seller, a certificate of non-foreign status pursuant to Section 1445 
of the Code and Treasury Regulation Section 1.1445-2(b); 

(h) a certified copy of the Sale Order; 
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(i) the written resignations of each of the directors, managing members or 
equivalent authorized persons of each Non-Debtor Subsidiary effective as of the Closing; and 

(j) a certificate signed by an authorized officer of each Seller (in form and 
substance reasonably satisfactory to Purchaser) pursuant to  Sections 10.1(a)  and L). 

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

(a) the Closing Date Payment; 

(b) a duly executed copy of the Assignment Agreement; 

(c) a duly executed copy of the Agency and License Agreement; 

(d) a certificate signed by an authorized officer of Purchaser (in form and 
substance reasonably satisfactory to Sellers) pursuant to  Sections 10.2(a)  and (b); and 

(e) with respect to each Specified Studio that fully satisfies the Studio 
Condition and has a Post-Closing Studio Obligation that is an Assumed Liability pursuant to 
Section 2.3(e), an assumption agreement, in form and substance reasonably acceptable to 
Purchaser and such Specified Studio, regarding their respective obligations with respect to such 
Post-Closing Studio Obligation. 

Section 4.4  Termination of Agreement . This Agreement may be 
terminated prior to the Closing Date as follows: 

(a) At any time prior to the Closing Date by the joint written consent of 
Sellers and Purchaser; 

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

(c) By the 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 or (ii) the 
Bankruptcy Court enters an Order approving a Competing Bid or (iii) the Bankruptcy Court 
enters an Order that otherwise precludes the consummation of the Transactions on the terms and 
conditions set forth in this Agreement; 

(d) By either Sellers or Purchaser, if an Order is entered by a Governmental 
Authority of competent jurisdiction having valid enforcement authority permanently restraining, 
prohibiting or enjoining either Party from consummating the Transactions and such Order shall 
have become final and non-appealable or shall not have been vacated prior to the Outside Date; 
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(e) By Purchaser or Sellers, if the Bidding Procedures Order has not been 
entered by the Bankruptcy Court in the form attached hereto as  Exhibit B,  on or before 
March 18, 2011; 

(f) By Purchaser or Sellers, if the Sale Order has not been entered by the 
Bankruptcy Court on or before April 11, 2011; 

(g) 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; 

(h) By Purchaser, so long as Purchaser is not in breach of its obligations under 
this Agreement in any material respect, upon a breach of any covenant or agreement of Sellers 
set forth in this Agreement, or if any representation or warranty of Sellers shall have been or 
becomes untrue, in each case such that the conditions set forth in  Section 10.1 (a)  or 
Section 10.1(b),  as the case may be, would not be satisfied and such breach or untruth cannot be 
cured by the Outside Date; 

(i) By Sellers, so long as Sellers are not in breach of their obligations under 
this Agreement in any material respect, upon a breach of any covenant or agreement of Purchaser 
set forth in this Agreement, or if any representation or warranty of Purchaser shall have been or 
becomes untrue, in each case such that the conditions set forth in  Section 10.2(a)  or 
Section 10.2(b),  as the case may be, would not be satisfied and such breach or untruth cannot be 
cured by the Outside Date; 

(j) By Purchaser, (i) if the Bidding Procedures Order is not entered by the 
Bankruptcy Court in the form attached hereto as  Exhibit B,  with respect to any of the provisions 
set forth in Sections 16, 17 or 18 of such form (ii) the Bidding Procedures Order is modified in 
any respect from the form of Bidding Procedures attached hereto as  Exhibit B,  with respect to 
any of the provisions set forth in Sections 16, 17 or 18 of such form or (iii) if the Bidding 
Procedures Order or the Sale Order is modified in any manner adverse to Purchaser, in the case 
of any of clauses (i), (ii) or (iii) without the prior written consent of Purchaser (which consent 
may be withheld in Purchaser's sole discretion); 

(k) By Purchaser, if any secured creditor of 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; 

(1) 	By Purchaser, if the Sale Motion has not been filed by Sellers on or before 
the second Business Day following the date of execution of this Agreement; and 

(m) 	By Purchaser, if Sellers shall not have obtained, prior to the conclusion of 
the hearing on the Bidding Procedures Order, written consent from the Requisite Lenders (as 
defined in the DIP Credit Agreement) of a budget that will cover, in full, the Estimated Wind 
Down Expenses and the Sale Budget (as defined in the Sale Motion). 
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Section 4.5 	Effect of Termination . 

(a) No termination of this Agreement pursuant to  Section 4.4  shall be 
effective until notice thereof is given to the non-terminating Party specifying the provision 
hereof pursuant to which such termination is made. In the event that this Agreement is validly 
terminated as provided herein, this Agreement shall become wholly void and of no further force 
and effect without liability to Purchaser or Sellers, or any of their respective Representatives, and 
each shall be fully released and discharged from any Liability or obligation after the date of such 
termination and such termination shall be without liability to Purchaser or Sellers;  provided,  
however , that the obligations of the Parties under the Escrow Agreement and  Sections 4.5,  8.5, 
and 8_7 and  Article XII  of this Agreement shall survive any such termination and shall be 
enforceable hereunder. 

(b) In the event this Agreement is properly terminated pursuant to  Section 4.4  
(other than  Sections 4.4(e) ,  4.4(i), 4.4(1)  or  44(m))), Sellers shall promptly (but in no event later 
than three (3) Business Days) pay to Purchaser by wire transfer of immediately available funds 
the Reimbursable Expenses. In the event this Agreement is properly terminated by Sellers 
pursuant to (i)  Section 4.4(b)  in the event that Closing does not occur on or before the Outside 
Date solely as a result of Purchaser's material breach of its obligations under this Agreement or 
(ii)  Section 4.4(i)  as a result of a material breach by Purchaser, the sole remedy of Sellers shall 
be retention of the Deposit as provided in  Section 12.2(a)(ii) . Under no circumstance shall 
Purchaser have any liability to Sellers for termination of this Agreement for any other reason. 

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF SELLERS 

Sellers hereby represent and warrant to Purchaser as follows: 

Section 5.1 	Organization and Good Standing . Each Seller and each Non- 
Debtor Subsidiary is duly organized, validly existing, in good standing and duly qualified to 
transact business under the laws of the jurisdiction of its formation, and is duly qualified or 
licensed to do business in each jurisdiction in which the nature of its business or the ownership 
or leasing of its properties makes such qualification or licensing necessary, except where the 
failure to be so qualified would not reasonably be expected to have, individually or in the 
aggregate, a Seller Material Adverse Effect, and, subject to the limitations imposed on Sellers as 
a result of having filed petitions for relief under the Bankruptcy Code, or pursuant to any Order 
entered by the Bankruptcy Court, each Seller and each Non-Debtor Subsidiary has the requisite 
power and authority to own, lease and operate its properties and to carry on its business as now 
conducted. Other than with respect to Blockbuster NZ Ltd., each Seller and each Non-Debtor 
Subsidiary has delivered or made available to Purchaser true, complete and correct copies of its 
organizational documents as in effect on the date hereof. 

Section 5.2  Ownership of Non-Debtor Subsidiaries . 

(a) 	Except as otherwise indicated on  Schedule 5.2(a),  all of the outstanding 
capital stock or other equity interests of each Non-Debtor Subsidiary are owned, directly or 
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indirectly, by the owner reflected on Schedule 5.2(a), free and clear of any and all Liens, other 
than (i) restrictions on transfer that may be imposed by federal or state securities Laws, (ii) Liens 
that arise out of any actions taken by or on behalf of Purchaser or its Affiliates, or (iii) Permitted 
Liens. All equity interests of each Non-Debtor Subsidiary have been validly issued and are fully 
paid, nonassessable and were not issued in violation of any purchase or call option, right of first 
refusal, subscription right, preemptive right or any similar rights. 

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

(c) There are no voting trusts, proxies or other agreements or understandings 
with respect to the voting of any equity interest of the Non-Debtor Subsidiaries. 

(d) Except (i) for the equity interests in the Non-Debtor Subsidiaries and other 
Sellers and (ii) as set forth on Schedule 5.2(d), Sellers do not own or hold of record or 
beneficially any equity interests in any Person. 

Section 5.3 	Authorization of Agreement. Subject to the entry of the Sale 
Order, Sellers have all requisite power, authority and legal capacity to execute and deliver this 
Agreement and each other Transaction Document, agreement, document, or instrument or 
certificate contemplated by this Agreement or to be executed by any such Seller in connection 
with the consummation of the transactions contemplated by this Agreement (the "Seller 
Documents"), to perform their respective obligations hereunder and thereunder and to 
consummate the transactions contemplated hereby and thereby. The execution and delivery of 
this Agreement and the Seller Documents and the consummation of the transactions 
contemplated hereby and thereby have been duly authorized by all requisite corporate or limited 
liability company action, as applicable, on the part of each Seller. This Agreement has been, and 
each of the Seller Documents will be at or prior to the Closing, duly and validly executed and 
delivered by each Seller which is a party hereto and thereto and (assuming the due authorization, 
execution and delivery by the other parties hereto and thereto, the entry of the Sale Order and, 
with respect to Sellers' obligations under Section 12.14, the entry of the Bidding Procedures 
Order) this Agreement constitutes, and each of the Seller Documents when so executed and 
delivered will constitute, legal, valid and binding obligations of such Seller enforceable against 
such Seller in accordance with their respective terms, subject to applicable bankruptcy, 
insolvency, reorganization, moratorium and similar laws affecting creditors' rights and remedies 
generally, and subject, as to enforceability, to general principles of equity, including principles of 
commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is 
sought in a proceeding at law or in equity). 

Section 5.4 No Violation: Consents. 

(a) 	Except as set forth on Schedule 5.4(a), none of the execution and delivery 
by Sellers of this Agreement or any of the Seller Documents, the consummation of the 
transactions contemplated hereby or thereby, or compliance by Sellers with any of the provisions 
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hereof or thereof will conflict with, or result in any violation of or default (with or without notice 
or lapse of time, or both) under, or give rise to a right of termination, cancellation or acceleration 
of any obligation or to loss of a material benefit under, or give rise to any obligation of any Seller 
or their Subsidiaries to make any payment under or to the increased, additional, accelerated or 
guaranteed rights or entitlements of any Person under, or result in the creation of any Liens 
(other than Permitted Liens) upon any of the Purchased Assets or the assets of the Non-Debtor 
Subsidiaries or cancellation under any provision of (i) the certificate of incorporation and bylaws 
or comparable organizational documents of any Seller or any Non-Debtor Subsidiary; (ii) subject 
to entry of the Sale Order, any Contract or Permit to which any Seller or any Non-Debtor 
Subsidiary is a party or by which any of the properties or assets of any Seller or any Non-Debtor 
Subsidiary are bound; (iii) subject to entry of the Sale Order, any Order of any Governmental 
Authority applicable to any Seller or any Non-Debtor Subsidiary or any of the properties or 
assets of any Seller or any Non-Debtor Subsidiary as of the date hereof and as of the Closing 
Date; or (iv) subject to entry of the Sale Order, any Applicable Law, other than, in the case of 
clauses (ii), (iii) and (iv), such conflicts, violations, defaults, terminations or cancellations that 
would not reasonably be expected to have, individually or in the aggregate, a Seller Material 
Adverse Effect. 

(b) 	Except as set forth on Schedule 5.4(b), no consent, waiver, approval, 
Order, Permit or authorization of, or declaration or filing with, or notification to, any Person or 
Governmental Authority is required on the part of any Seller or any Non-Debtor Subsidiary in 
connection with the execution and delivery of this Agreement or the Seller Documents, the 
compliance by any Seller with any of the provisions hereof or thereof, the consummation of the 
transactions contemplated hereby or thereby, the assignment and assumption of the Purchaser 
Assumed Contracts, or the taking by any Seller of any other action contemplated hereby or 
thereby, except for (i) compliance with the applicable requirements of the HSR Act, (ii) the entry 
of the Sale Order, (iii) the entry of the Bidding Procedures Order with respect to Sellers' 
obligations under Section 12.14 and (iv) other immaterial consents, waivers, approvals, Orders, 
Permits, authorizations, declarations, filings and notifications. 

Section 5.5 	Financial Information. 

(a) 	Sellers have delivered to Purchaser copies of (i) the audited consolidated 
balance sheet of Sellers and their Subsidiaries as at January 3, 2010 and the related audited 
consolidated statement of income and of cash flows of Sellers and their Subsidiaries for the year 
then ended and (ii) the unaudited consolidated balance sheet of Sellers and their Subsidiaries as 
at January 2, 2011 and the related consolidated statement of income and cash flows of Sellers 
and their Subsidiaries for the twelve (12) month period then ended (such audited and unaudited 
statements, including the related notes and schedules thereto, are referred to herein as the 
"Financial Statements"). Each of the Financial Statements is complete and correct in all material 
respects, has been prepared in accordance with GAAP consistently applied throughout the 
periods indicated without modification of the accounting principles used in the preparation 
thereof throughout the periods presented and presents fairly in all material respects the 
consolidated financial position, results of operations and cash flows of Sellers and their 
Subsidiaries as at the dates and for the periods indicated therein, subject to normal year-end 
adjustments and the absence of complete notes in the case of the unaudited statements. For the 
purposes hereof, the unaudited consolidated balance sheet of Sellers and their Subsidiaries as at 
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January 2, 2011 is referred to as the "Balance Sheet" and January 2, 2011 is referred to as the 
"Balance Sheet Date." 

(b) 	Sellers make and keep books, records and accounts which, in reasonable 
detail, accurately and fairly reflect the transactions and dispositions of their respective assets. 
Sellers maintain systems of internal accounting controls sufficient to provide reasonable 
assurances that: (i) transactions are executed in accordance with management's general or 
specific authorization; (ii) transactions are recorded as necessary to permit the preparation of 
financial statements in conformity with GAAP and to maintain accountability for assets; 
(iii) access to assets is permitted only in accordance with management's general or specific 
authorization; and (iv) the recorded accountability for assets is compared with the actual levels at 
reasonable intervals and appropriate action is taken with 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 be reflected in, reserved against 
or otherwise described in the Balance Sheet or the notes thereto in accordance with GAAP, other 
than Liabilities incurred in the Ordinary Course of Business since the Balance Sheet Date, 
Liabilities under this Agreement, Liabilities of Sellers that will not be Assumed Liabilities and 
Liabilities that would not reasonably be expected to have, individually or in the aggregate, a 
Seller Material Adverse Effect. 

Section 5.7 	Title to Purchased Assets. Except as set forth in Schedule 5.7 
and other than the real property subject to the Real Property Leases, Intellectual Property owned 
by third parties and licensed to Sellers subject to any Intellectual Property Licenses and personal 
property subject to personal property leases (including the Personal Property Leases), Sellers 
own each of the Purchased Assets, and at the Closing Purchaser will be vested with good and 
valid title to such Purchased Assets, free and clear of all Liens, other than Permitted Liens, to the 
fullest extent permissible under section 363(f) of the Bankruptcy Code. 

Section 5.8 	Taxes. Except as set forth on Schedule 5.8 and except as 
precluded by the Bankruptcy Code: 

(a) (i) Sellers and each of their Subsidiaries have timely filed (or have caused 
to be timely filed) with the appropriate Taxing Authorities all material Tax Returns required to 
be filed with respect to the Purchased Assets (taking into account any extension of time to file 
granted or obtained with respect to such entity); (ii) all such Tax Returns are complete and 
accurate; and (iii) all income and other material Taxes due, regardless of whether shown on a 
filed Tax Return, have been timely paid. 

(b) No Tax audits, investigations or administrative or judicial proceedings are 
pending or in progress or, to Sellers' Knowledge, have been threatened in writing with respect to 
the Purchased Assets or the Non-Debtor Subsidiaries. 

(c) Each of Sellers and the Non-Debtor Subsidiaries has complied in all 
material respects with all Applicable Laws relating to the payment and withholding of Taxes and 
has duly and timely withheld and paid over to the appropriate Taxing Authorities all amounts 
required to be so withheld and paid over under all Applicable Laws. 
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(d) No Seller or any Subsidiary of a Seller has been party to any "listed 
transaction" as defined in Treasury Regulation Section 1.6011-4 or subject to any similar 
provision of state, local or foreign Law. 

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

(f) No Seller is a foreign person within the meaning of Section 1445 of the 

(g) No agreement, waiver or other document or arrangement extending or 
having the effect of extending the period for assessment or collection of Taxes (including, but 
not limited to, any applicable statute of limitations) or the period for filing any Tax Return, has 
been executed or filed with any Taxing Authority by or on behalf of any of the Non-Debtor 
Subsidiaries. 

(h) No power of attorney with respect to any Tax matter is currently in force 
with respect to the Purchased Assets, the Business or any of the Non-Debtor Subsidiaries that 
would, in any manner, bind, obligate, or restrict Purchaser. 

(i) No Tax elections have been made with respect to the Purchased Assets or 
the Business or by any Non-Debtor Subsidiary that would, in any manner, bind, obligate or 
restrict Purchaser. 

(j) Other than with respect to customary provisions related to a Tax pass-
through, employee gross-up or other similar arrangements entered into in the Ordinary Course of 
Business, no Tax allocation, Tax sharing or Tax indemnity or similar agreement or arrangement 
is currently in effect with respect to the Purchased Assets or the Business or by any Non-Debtor 
Subsidiary that would, in any manner, bind, obligate or restrict Purchaser. 

Section 5.9 	Real Property . 

(a) 	Schedule 5.9(a)  sets forth a complete list of all material real property and 
interests in real property owned by Sellers and the Non-Debtor Subsidiaries that is necessary for, 
used or held for use in connection with the operation and conduct of the Business (individually, 
an "Owned Property" and collectively, the "Owned Properties "). Each of Sellers and the Non-
Debtor Subsidiaries has good and marketable (or, to the extent located in Texas, indefeasible) fee 
title to all Owned Properties, free and clear of all Liens of any nature whatsoever except (i) as set 
forth on  Schedule 5.9(a),  (ii) matters that are disclosed in the relevant title policy and survey for 
such Owned Property, (iii) Permitted Liens and (iv) zoning, planning and other limitations and 
restrictions of record, none of which would reasonably be expected to have, individually or in the 
aggregate, a material impact on the use or operation of any such Owned Property or prevent or 
materially limit the continued use and operation of the Owned Properties as currently owned and 
operated. Except as set forth on  Schedule 5.9(a),  the Owned Properties are not subject to any 
leases or tenancies or other rights of occupancy. Neither Seller nor any Non-Debtor Subsidiary 
has received notice that any of the improvements comprising the Owned Properties or the 
business conducted by Sellers or any Non-Debtor Subsidiaries thereon is in violation of any 
building line, use or occupancy restriction, limitation, easement, condition or covenant of record. 



To Sellers' Knowledge, there are no physical defects in the buildings or other facilities or 
machinery or equipment located at any of the Owned Properties which would interfere with the 
use and operation of the Owned Properties as currently used and operated, other than with 
respect to such defects as would not reasonably be expected to have, individually or in the 
aggregate, a Seller Material Adverse Effect. 

(b) Schedule 5.9(b) sets forth a complete list of all material real property and 
interests in real property leased by Sellers or any Non-Debtor Subsidiaries (individually, a 
Property Lease" and collectively, the "Real Property Leases") as lessee or lessor. Sellers have 
provided Purchaser with, or access to, true, correct, accurate and complete copies of all leases 
and other instruments and agreements together with all amendments, modifications, 
supplements, and restatements thereto, if any, pertaining to the Real Property Leases. To Sellers' 
Knowledge, there are no physical defects in the buildings or other facilities or machinery or 
equipment located at any of the properties subject to any of the Real Property Leases which 
would interfere with the continued use and operation of the properties subject to the Real 
Property Leases as currently used and operated, other than with respect to such defects as would 
not reasonably be expected to have, individually or in the aggregate, a Seller Material Adverse 
Effect. 

(c) Except as disclosed in Schedule 5.9(c), neither Seller nor any Non-Debtor 
Subsidiary has granted to any other Person any rights, adverse or'olherwise, under such Real 
Property Lease, or sublet, assigned or otherwise conveyed all or any portion of the premises 
demised under the Real Property Lease or Real Property Lease to any other Person. 

Section 5.10 Tangible Personal Property: Capital Leases. 

(a) Schedule 5.10 sets forth all leases of personal property ("Personal 
Property Leases") involving annual payments in excess of $50,000 relating to personal property 
used by Sellers or any of the Non-Debtor Subsidiaries in connection with the Business or to 
which any Seller or any Non-Debtor Subsidiary is a party or by which the properties or assets of 
any Seller or any Non-Debtor Subsidiary are bound. 

(b) Schedule 5.10 sets forth all capital leases ("Capital Leases") involving 
annual payments in excess of $50,000 relating to property used by Sellers or any of the Non-
Debtor Subsidiaries in connection with the Business or to which any Seller or any Non-Debtor 
Subsidiary is a party or by which the properties or assets of any Seller or any Non-Debtor 
Subsidiary are bound. 

(c) Sellers and the Non-Debtor Subsidiaries have a valid and enforceable 
leasehold interest under each of the Personal Property Leases and Capital Leases under which 
each is a lessee, subject to applicable bankruptcy, insolvency, reorganization, moratorium and 
similar laws affecting creditors' rights and remedies generally and subject, as to enforceability, 
to general principles of equity (regardless of whether enforcement is sought in a proceeding at 
law or in equity). Each of the Personal Property Leases and Capital Leases is in full force and 
effect. 



(d) 	All personal property of Sellers and the Non-Debtor Subsidiaries 
(including personal property subject to Personal Property Leases) and all property of Sellers or 
any of the Non-Debtor Subsidiaries subject to Capital Leases, other than any Excluded Asset, is 
(i) in good operating condition and repair (ordinary and reasonable wear and tear excepted), and 
(ii) suitable for the purposes for which it is currently used. 

(e) 	None of Sellers nor any of the Non-Debtor Subsidiaries has leased or 
subleased to any other Person any property that is subject to a Personal Property Lease or a 
Capital Lease. None of Sellers nor any of the Non-Debtor Subsidiaries has assigned to any other 
Person its interest under any lease or sublease with respect to any property subject to a Personal 
Property Lease or Capital Lease. The rental set forth in each lease or sublease of any item or 
distinct group of personal property of each Seller or each Non-Debtor Subsidiary is and 
immediately after the Closing will be the actual rental being paid by such Seller or such Non-
Debtor Subsidiary and there are and immediately after the Closing will be no separate 
agreements or understandings in respect thereof. 

Section 5.11 Intellectual Property. 

(a) Schedule 5.11(a) sets forth a true and complete list of all material 
issuances and registrations and material applications for issuance or registration included in the 
Purchased Intellectual Property. 

(b) Schedule 5.11(b) sets forth a true and complete list of (i) all material 
written Intellectual Property Licenses that are Purchaser Assumed Contracts and (ii) to Sellers' 
Knowledge, all material oral Intellectual Property Licenses that are Purchaser Assumed 
Contracts, regardless of whether such Intellectual Property 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): 

(i) A Seller or one of its Subsidiaries owns all Intellectual Property 
listed on Schedule 5.11(a) and has valid rights in and to, including rights to use, publish, and 
perform, as applicable, all other Business Intellectual Property included in the Purchased Assets 
as such Business Intellectual Property is used in the Ordinary Course of Business, in each case, 
free and clear of all Liens other than Permitted Liens and Intellectual Property Licenses. 

(ii) The Purchased Intellectual Property is not the subject of any 
ownership, validity, use, or enforceability challenge or claim received by Sellers in writing or, to 
Sellers' Knowledge, any outstanding Order restricting the use by Sellers or any of their 
Subsidiaries thereof or adversely affecting any of the rights of Sellers or any of their Subsidiaries 
thereto, except as would not reasonably be expected to have, individually or in the aggregate, a 
Seller Material Adverse Effect. 

(iii) No Seller has received any written notice of any default or any 
event that with notice or lapse of time, or both, would constitute a default under any Intellectual 
Property License that is a Purchaser Assumed Contract and to which any Seller is a party or by 
which it is bound, except for defaults that would not reasonably be expected to have, individually 
or in the aggregate, a Seller Material Adverse Effect. To Sellers' Knowledge, no Person is 
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violating any Purchased Intellectual Property or Business Intellectual Property exclusively 
licensed to any Seller or any of its Subsidiaries under an Intellectual Property License that is a 
Purchaser Assumed Contract, except for violations that would not reasonably be expected to 
have, individually or in the aggregate, a Seller Material Adverse Effect. 

(iv) To Sellers' Knowledge, (A) no Seller nor any of its Subsidiaries is 
violating, and since September 23, 2010, has violated, any Intellectual Property rights of any 
other Person and (B) there are no Actions or Legal Proceedings, pending or threatened, 
concerning any claim that Sellers or any of their Subsidiaries have infringed, diluted, 
misappropriated, or otherwise violated any Intellectual Property rights of any other Person, in 
each case, except as would not reasonably be expected to have, individually or in the aggregate, 
a Seller Material Adverse Effect. 

(v) Sellers and their Subsidiaries have used commercially reasonable 
efforts to protect the confidentiality of any material Trade Secrets and other material confidential 
and proprietary information included in the Purchased Assets. 

Section 5.12 Material Contracts. 

(a) 	Schedule 5.12(a) sets forth all of the following Contracts to which any 
Seller or any Non-Debtor Subsidiary is a party or by which any Seller or any Non-Debtor 
Subsidiary is bound in connection with the Business or by which the Purchased Assets may be 
bound or affected and that are Purchaser Assumed Contracts (collectively, the "Material 
Contracts"): 

(i) Contracts with any Affiliate or current or former officer or director 
of any Seller or any of its Subsidiaries or any Non-Debtor Subsidiaries; 

(ii) Contracts pursuant to which a Seller or any of its Subsidiaries or 
any Non-Debtor Subsidiary grants to any Person any franchise rights or rights to represent a 
Seller or any Non-Debtor Subsidiary with respect to any product, or act as agent for any Seller or 
any Non-Debtor Subsidiary in connection with the marketing, distribution or sale of any 
Business product; 

(iii) Contracts with any labor union or association representing any 
employees of any Seller or any Non-Debtor Subsidiary; 

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

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

(vi) Contracts containing a covenant that restricts a Seller or any 
Affiliate of a Seller or any Non-Debtor Subsidiary from engaging in any line of business, 
conducting the Business in any geographic area, competing with any Person or hiring any 
Person; 
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(vii) Contracts relating to incurrence of Indebtedness or the making of 
any loans, in each case involving amounts in excess of $100,000; 

(viii) Contracts relating to a joint venture of the Business, any Seller or 
any of its Subsidiaries or any Non-Debtor Subsidiaries; 

(ix) Contracts which involve the expenditure of more than $100,000 in 
the aggregate or require performance by any party more than one year from the date hereof that, 
in either case, are not terminable by a Seller or any Non-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 23, 2009, by and 
between NCR Corporation and Blockbuster Inc.; 

(xii) Contracts providing for severance, retention, change in control or 
similar payments; and 

(xiii) Contracts for the employment of any individual on a full-time, 
part-time or consulting or other basis providing annual compensation in excess of $100,000. 

(b) 	Each of the Material Contracts is in full force and effect and is the legal, 
valid and binding obligation of Sellers or a Non-Debtor Subsidiary, enforceable against them in 
accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium and similar laws affecting creditors' rights and remedies generally and subject, as to 
enforceability, to general principles of equity (regardless of whether enforcement is sought in a 
proceeding at law or in equity). Sellers have good and valid title to the Material Contracts, free 
and clear of all Liens (other than Permitted Liens). Sellers have delivered or otherwise made 
available to Purchaser true, correct and complete copies of all of the Material Contracts, together 
with all amendments, modifications or supplements thereto. 

Section 5.13  Employee Benefits . 

(a) Schedule 5.13(a)  separately lists: (i) all material Debtor Benefit Plans and 
(ii) all material Non-Debtor Benefit Plans. 

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

(c) Except as disclosed on  Schedule 5.13(c),  each of the Employee Benefit 
Plans (including the Non-Debtor Benefit Plans) intended to qualify for tax-advantaged status 
under Applicable Laws so qualifies. 
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(d) Except as disclosed on  Schedule 5.13(d),  each of the Non-Debtor Benefit 
Plans has been administered in all material respects in compliance with its terms and all 
Applicable Laws and, with respect to each such Non-Debtor Benefit Plan, (i) all employer and 
employee contributions required by Law or by the terms of the plan have been made, or, if 
applicable, accrued, in accordance with normal accounting practices; (ii) if they are intended to 
be funded and/or book-reserved, the fair market value of the assets of each funded plan, or the 
book reserve established for each plan, together with any accrued contributions, is sufficient to 
procure or provide for the accrued benefit obligations with respect to all current and former 
participants in such plan according to the actuarial assumptions and valuations most recently 
used to account for such obligations in accordance with applicable generally accepted accounting 
principles; and (iii) it has been registered as required and has been maintained in good standing 
with applicable regulatory authorities. 

(e) Except as disclosed on  Schedule 5.13(e) , there are no judicial or 
governmental proceedings pending or, to Sellers' Knowledge, threatened with respect to any 
Non-Debtor Benefit Plan other than claims for benefits thereunder in the ordinary course. 

(f) Neither the execution and delivery of this Agreement nor the 
consummation of the transactions contemplated hereby will (i) result in any payment becoming 
due to any Employee of any Seller; (ii) increase any benefits otherwise payable under any 
Employee Benefit Plan; or (iii) result in the acceleration of the time of payment or vesting of any 
such benefits, in each case, that would be required to be satisfied by Purchaser following the 
Closing. 

Section 5.14  Labor . 

(a) Except as set forth on  Schedule 5.14(a),  none of Sellers, the Non-Debtor 
Subsidiaries or any of the Debtor Subsidiaries is a party to any labor or collective bargaining 
agreement. 

(b) Except as set forth on  Schedule 5.14(b),  there are no (i) strikes, work 
stoppages, work slowdowns or lockouts pending or, to Sellers' Knowledge, threatened against or 
involving Seller, any of the Non-Debtor Subsidiaries or any of the Debtor Subsidiaries, or 
(ii) unfair labor practice charges, grievances or complaints pending or, to Sellers' Knowledge, 
threatened by or on behalf of any employee or group of employees of Seller, any of the Non-
Debtor Subsidiaries or any of the Debtor Subsidiaries, except in each case as would not have a 
Seller Material Adverse Effect. 

Section 5.15  Litigation . Except (a) as set forth on  Schedule 5.15,  (b) for 
matters before the Bankruptcy Court involving Sellers or any of their Affiliates, and (c) any 
matters that will otherwise be resolved by the Sale Order without any Liability or restriction 
applicable to Purchaser or the Purchased Assets, there are no Legal Proceedings pending or, to 
Sellers' Knowledge, threatened against any Seller or any of its Subsidiaries, or relating to the 
Business or any of the Purchased Assets or Assumed Liabilities, before any Governmental 
Authority, which, if adversely determined, would reasonably be expected to have, individually or 
in the aggregate, a Seller Material Adverse Effect. 
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Section 5.16 Compliance with Laws, Permits. 

(a) Except as set forth on Schedule 5.16, since September 23, 2010, Sellers 
and the Non-Debtor Subsidiaries have (i) conducted and continue to conduct the Business in 
accordance with all Applicable Laws and Orders applicable to their respective operations or 
assets or the Business, (ii) complied with and continue to comply with all Laws and Orders 
applicable to the Purchased Assets and the Assumed Liabilities, and (iii) are not in violation of 
any such Law or Order, except where the failure to be in compliance would not reasonably be 
expected to have, individually or in the aggregate, a Seller Material Adverse Effect and except 
with respect to Environmental Laws which are addressed in Section 5.17. Neither any Seller nor 
any of its Subsidiaries has received any written notice of or been charged with the violation of 
any Laws and, to Sellers' Knowledge, there are no facts or circumstances that would reasonably 
be expected to give rise to any such violation, except where such violation would not reasonably 
be expected to have, individually or in the aggregate, a Seller Material Adverse Effect. 

(b) Sellers and the Non-Debtor Subsidiaries currently have all Permits which 
are required for the operation of the Business as presently conducted, except where the absence 
of which would not reasonably be expected to have, individually or in the aggregate, a Seller 
Material Adverse Effect. Neither any Seller nor any of its Subsidiaries is in default or violation 
(and no event has occurred which, with notice or the lapse of time or both, would constitute a 
default or violation) of any term, condition or provision of any Permit to which it is a party, and, 
to Sellers' Knowledge, there are no facts or circumstances that would reasonably be expected to 
give rise to any such violation, except where such default or violation would not reasonably be 
expected to have, individually or in the aggregate, a Seller Material Adverse Effect. 

Section 5.17 Environmental Matters. 

(a) Except as set forth on Schedule 5.17(a), the operations of Sellers and their 
Subsidiaries are in material compliance with all applicable Environmental Laws and all Permits 
issued pursuant to Environmental Laws or otherwise and no Seller nor any of its Subsidiaries has 
any material Environmental Liabilities or Obligations and no facts exist or events have occurred 
that could reasonably be expected to give rise to any such material Environmental Liabilities or 
Obligations. 

(b) Sellers and their Subsidiaries have obtained all Permits required under all 
applicable Environmental Laws necessary to operate the Business. 

(c) None of Sellers or their Subsidiaries is the subject of any outstanding 
Order or Contract with any Governmental Authority respecting (i) Environmental Laws, 
(ii) Remedial Action or (iii) any Release or threatened Release of a Hazardous Material. 

(d) None of Sellers or their Subsidiaries has received any written 
communication alleging that any Seller or any of its Subsidiaries maybe in violation of any 
Environmental Law or any Permit issued pursuant to Environmental Law, or may have any 
Environmental Liabilities or Obligations. 

(e) To Sellers' Knowledge, there are no investigations of the Business, or 
currently or previously owned, operated or leased property of any Seller or any of its 



Subsidiaries pending or, to Sellers' 	, threatened which would reasonably be expected 
to result in the imposition of any material liability pursuant to any Environmental Law. 

Section 5.18 Accounts and Notes Receivable 
 

(a) All accounts and notes receivable of Seller and the Non-Debtor 
Subsidiaries have arisen from bona fide transactions in the Ordinary Course of Business 
consistent with pas practice and are payable on ordinary trade terms, are properly reflected on 
Sellers' and the Non-Debtor Subsidiaries' books and records and properly reserved for with 
respect to doubtful accounts, all in accordance with GAAP. 

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

Section 5.19 Insurance. Set forth on Schedule 5.19 is a list of all material 
policies of insurance by which the Purchased Assets and the Non-Debtor Subsidiaries are 
covered as of the date hereof. Except as set forth on Schedule 5.19, all such policies are in full 
force and effect and there are no material claims pending as of the date hereof under any of such 
policies where underwriters have reserved their rights or disclaimed coverage under such policy 
with such exceptions that would not reasonably be expected to have, individually or in the 
aggregate, a Seller Material Adverse Effect. 

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

Section 5.21 	 Except 
for the representations and warranties contained in this Article V (as modified by the Schedules 
hereto), no Seller nor any other Person makes any express or implied representation or warranty 
with respect to Sellers, their Subsidiaries, the Business, the Purchased Assets, the Assumed 
Liabilities or the transactions contemplated by this Agreement, and Sellers disclaim any other 
representations or warranties, whether made by Sellers, any Affiliate of Sellers or any of their 
respective officers, directors, employees, agents or representatives. Except for the 
representations and warranties contained in this Article V (as modified by the Schedules hereto), 
Sellers expressly disclaim and negate any representation or warranty, expressed or implied, at 
common law, by statute, or otherwise, relating to the condition of the Purchased Assets 
(including any implied or express warranty of merchantability or fitness for a particular purpose). 
Sellers make no representations or warranties to Purchaser regarding the probable success or 
profitability of the Business. 

ARTICLE VI 

REPRESENTATIONS AND WARRANTIES OF PURCHASER 

Purchaser hereby represents and warrants to Sellers as follows: 
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Section 6.1 	Organization and Good Standing . Purchaser is a limited 
liability company duly organized, validly existing, in good standing and duly qualified to 
transact business under the laws of the State of Delaware and has the requisite power and 
authority to own, lease and operate its properties and to carry on its business as now conducted. 

Section 6.2  Authorization of Agreement . Purchaser has all requisite 
power, authority and legal capacity to execute and deliver this Agreement, the other Transaction 
Documents and each other agreement, document, instrument or certificate contemplated by this 
Agreement or to be executed by Purchaser in connection with the consummation of the 
transactions contemplated hereby and thereby (the " Purchaser Documents "), to perform its 
obligations hereunder and thereunder and to consummate the transactions contemplated hereby 
and thereby. The execution, delivery and performance by Purchaser of this Agreement and each 
Purchaser Document have been duly authorized by all necessary limited liability company action 
on behalf of Purchaser. This Agreement has been, and each Purchaser Document will be at or 
prior to the Closing, duly executed and delivered by Purchaser and (assuming the due 
authorization, execution and delivery by the other parties hereto and thereto) this Agreement 
constitutes, and each Purchaser Document when so executed and delivered will constitute, the 
legal, valid and binding obligations of Purchaser, enforceable against Purchaser in accordance 
with their respective terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium and similar laws affecting creditors' rights and remedies generally, and subject, as to 
enforceability, to general principles of equity, including principles of commercial 
reasonableness, good faith and fair dealing (regardless of whether enforcement is sought in a 
proceeding at law or in equity). 

Section 6.3 	No Violation; Consents . 

(a) None of the execution and delivery by Purchaser of this Agreement or the 
Purchaser Documents, the consummation of the transactions contemplated hereby or thereby, or 
the compliance by Purchaser with any of the provisions hereof or thereof will conflict with, or 
result in any violation of or default (with or without notice or lapse of time, or both) under, or 
give rise to a right of termination or cancellation under any provision of (i) the certificate of 
formation and operating agreement or comparable organizational documents of Purchaser, 
(ii) any Contract or Permit to which Purchaser is a party or by which Purchaser or its properties 
or assets are bound, (iii) any Order of any Governmental Authority applicable to Purchaser or by 
which any of the properties or assets of Purchaser are bound or (iv) any Applicable Law, except 
in the case of clauses (ii), and (iii) and (iv) as would not reasonably be expected to have, 
individually or in the aggregate, a Purchaser Material Adverse Effect. 

(b) No consent, waiver, approval, Order, Permit or authorization of, or 
declaration or filing with, or notification to, any Person or Governmental Authority is required 
on the part of Purchaser in connection with the execution and delivery of this Agreement or the 
Purchaser Documents, the compliance by Purchaser with any of the provisions hereof or thereof, 
the consummation of the transactions contemplated hereby or thereby or the taking by Purchaser 
of any other action contemplated hereby or thereby, except for compliance with the applicable 
requirements of the HSR Act, or that would not reasonably be expected to have, individually or 
in the aggregate, a Purchaser Material Adverse Effect. 



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

Section 6.5 	Investment Intention. Purchaser is acquiring the Subsidiary 
Shares for its own account, for investment purposes only and not with a view to the distribution 
thereof in violation of the Securities Act of 1933, as amended (the "Securities Act"). Purchaser 
understands that the Subsidiary Shares have not been registered under the Securities Act and 
cannot be sold unless subsequently registered under the Securities Act or an exemption from 
such registration is available. 

Section 6.6 	Financial Capability. Purchaser (a) will have at the Closing 
sufficient funds available to pay the Purchase Price and any expenses incurred by Purchaser in 
connection with the transactions contemplated by this Agreement, and (b) will have at the 
Closing the resources and capabilities (financial or otherwise) to perform its obligations 
hereunder. 

Section 6.7 Bankruptcy. There are no bankruptcy, reorganization or 
arrangement proceedings pending against, being contemplated by, or to the knowledge of 
Purchaser, threatened against, Purchaser. 

Section 6.8 	Financial Advisors. Except as set forth on Schedule 6.8, no 
Person has acted, directly or indirectly, as a broker, finder or financial advisor for Purchaser in 
connection with the transactions contemplated hereunder and no Person is entitled to any fee or 
commission or like payment in respect thereof which would be payable by Sellers (other than 
pursuant to the requirement to pay the Reimbursable Expenses). 

Section 6.9 Condition of the Business. Notwithstanding anything 
contained in this Agreement to the contrary, Purchaser acknowledges and agrees that no Seller is 
making any representations or warranties whatsoever, express or implied, beyond those 
expressly given by Sellers in Article V hereof (as modified by the Schedules hereto as 
supplemented or amended in accordance with Section 8.111, and Purchaser acknowledges and 
agrees that, except for the representations and warranties contained therein, the Purchased Assets 
are being transferred on a "where is" and, as to condition, "as is" basis. Purchaser further 
represents that no Seller or any of its Affiliates or any other Person has made any representation 
or warranty, express or implied, as to the accuracy or completeness of any information regarding 
Sellers or any of their Subsidiaries, the Business or the transactions contemplated by this 
Agreement not expressly set forth in this Agreement, and no Seller, any of their Affiliates or any 
other Person will have or be subject to any liability to Purchaser or any other Person resulting 
from the distribution to Purchaser or its Representatives or Purchaser's use of, any such 
information, including any confidential memoranda distributed on behalf of Sellers relating to 
the Business or other publications or data room information provided to Purchaser or its 
representatives, in connection with the sale of the Business and the Transactions. Purchaser 
acknowledges that it has conducted to its satisfaction its own independent investigation of the 
Business and, in making the determination to proceed with the Transactions, Purchaser has relied 
on the results of its own independent investigation. 



ARTICLE VII 

BANKRUPTCY COURT MATTERS 

Section 7.1 	Competing Transaction. 

(a) This Agreement is subject to approval by the Bankruptcy Court and the 
consideration by Sellers of higher or better competing bids, including, in consideration of any 
sale, transfer, liquidation or disposition of the Business or assets of Sellers or their Subsidiaries, 
or a plan of reorganization or liquidation with respect to the Business or assets of Sellers and 
their Subsidiaries (each a "Competing Bid"). From the date hereof (and any prior time) and until 
the earlier of: (i) the consummation of the Transactions and (ii) the conclusion of any bid 
process described in the Bidding Procedures Order, Sellers are permitted to cause their 
representatives and Affiliates to initiate contact with, solicit or encourage submission of any 
inquiries, proposals or offers by, any Person (in addition to Purchaser and its Affiliates, agents 
and representatives) in compliance with the Bidding Procedures Order in connection with any 
sale or other disposition of the Purchased Assets and the Business. In addition, Sellers shall have 
the responsibility and obligation to respond to any inquiries or offers to purchase all or any part 
of the Purchased Assets or the Business and perform any and all other acts related thereto which 
are required under the Bankruptcy Code or other Applicable Law, including supplying 
information relating to the Business and the assets of Sellers and its Subsidiaries to prospective 
purchasers. 

(b) Sellers shall not and shall not permit any of their Subsidiaries to furnish 
information concerning Sellers, the Non-Debtor Subsidiaries, the Business, or the properties or 
assets of Sellers or their Subsidiaries to any third party, except (i) in the Ordinary Course of 
Business, (ii) to any Governmental Authority, or (iii) pursuant to a confidentiality agreement 
entered into between any Seller and such third party. Sellers shall use commercially reasonable 
efforts to promptly provide, or identify and make available to Purchaser any non-public 
information concerning Sellers, the Non-Debtor Subsidiaries, the Purchased Assets or the 
Business provided to any other Person after the date hereof which was not previously provided to 
Purchaser. 

(c) Following the date of the entry of the Sale Order approving this 
Agreement and until such time as this Agreement has been terminated in accordance with its 
express terms, Sellers shall not, nor shall any of their Subsidiaries authorize or permit any 
Representative of any Seller to, (i) directly or indirectly solicit, initiate or encourage the 
submission of any offer or proposal concerning any Competing Bid, or (ii) directly or indirectly 
participate in any discussions or negotiations regarding, or furnish to any Person any information 
with respect to, or take any other action to facilitate the making of, any proposal or expression of 
interest that constitutes or is reasonably likely to lead 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 second Business Day thereafter), 
Sellers shall file with the Bankruptcy Court the Sale Motion seeking entry of the Sale Order and 
the Bidding Procedures Order. Purchaser agrees that it will promptly take such actions as are 
reasonably requested by Sellers to assist in obtaining entry of the Sale Order and the Bidding 



Procedures Order and a finding of adequate assurance of future performance by Purchaser, 
including furnishing affidavits or other documents or information for filing with the Bankruptcy 
Court for the purposes, among others, of providing necessary assurances of performance by 
Purchaser under this Agreement and demonstrating that Purchaser is a "good faith" purchaser 
under section 363(m) of the Bankruptcy Code. In the event the entry of the Sale Order or the 
Bidding Procedures Order shall be appealed, Sellers and Purchaser shall use their respective 
reasonable best efforts to defend such appeal. Sellers shall not amend, supplement, or modify, or 
cause to be amended, supplemented or modified, the Sale Order andlor the Bidding Procedures 
Order, in any manner adverse to Purchaser without Purchaser's prior written consent (which 
consent may be withheld in Purchaser's sole discretion). 

ARTICLE VIII 

COVENANTS 

Section 8.1 	Access to Information . Sellers agree that, prior to the Closing 
Date, Purchaser shall be entitled, through its officers, employees and Representatives, to 
(a) make such investigation of the properties, businesses and operations of the Business and 
(b) make such examination of the books and records of the Business, the Non-Debtor 
Subsidiaries, the Purchased Assets and the Assumed Liabilities as Purchaser reasonably requests 
and to make extracts and copies of such books and records. Any such investigation and 
examination shall be conducted during regular business hours upon reasonable advance notice 
and under reasonable circumstances and Sellers and their Subsidiaries shall cooperate fully 
therein. Purchaser and its Representatives shall cooperate with Sellers and their Representatives 
and shall use their reasonable efforts to minimize any disruption to the Business in connection 
with such investigation and examination. Notwithstanding anything herein to the contrary, no 
such investigation or examination shall be permitted to the extent that it would require Sellers or 
any of their Subsidiaries to disclose information subject to attorney-client privilege or conflict 
with any confidentiality obligations to which such Seller or any of its Subsidiaries is bound. 
With respect to any material vendor or other strategic partner of Sellers and their Subsidiaries 
that Purchaser desires to contact prior to Closing, Purchaser shall consult with Sellers and, so 
long as in Sellers' reasonable judgment such contact would not be materially detrimental to the 
Business, Sellers and their Subsidiaries shall promptly seek and use commercially reasonable 
efforts to arrange appropriate meetings and telephone conferences with such parties. No 
investigation by Purchaser prior to or after the date of this Agreement shall diminish or obviate 
any of the representations, warranties, covenants or agreements of Sellers and the Non-Debtor 
Subsidiaries contained in this Agreement or the Seller Documents. In order that Purchaser may 
have full opportunity to make such physical, business, accounting and legal review, examination 
or investigation as it may reasonably request of the affairs of Sellers and their Subsidiaries, 
Sellers shall cause the officers, employees, consultants, agents, accountants, attorneys and other 
representatives of Sellers and their Subsidiaries to cooperate fully with such representatives in 
connection with such review and examination. Sellers shall promptly deliver to Purchaser all 
pleadings, motions, notices, statements, schedules, applications, reports and other papers filed in 
any other judicial or administrative proceeding as Purchaser may reasonably request. 
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Section 8.2 Conduct of the Business Pending the Closing. 

(a) 	Prior to the Closing, except (1) as set forth on 	 (2) as 
required by Applicable Law or by Order of the Bankruptcy Court, (3) as otherwise- expressly 
contemplated by this Agreement, or (4) with the prior written consent of Purchaser (which 
consent shall not be unreasonably withheld, delayed or conditioned), Sellers shall, and shall 
cause their Subsidiaries to: 

(i) conduct the Business only in the Ordinary Course of Business 
(other than Store Closing Li idations in accordance with this Agreement) and comply with the 
Cash Flow Budget in all material respects; 

(ii) use their commercially reasonable efforts to (A) preserve the 
present business operations, organization and goodwill of the Business, and (B) preserve the 
present relationships with Persons having business dealings with Sellers and their Subsidiaries 
(including customers and suppliers of the Business); 

(iii) (A) maintain the books, accounts and records of Sellers and their 
Subsidiaries in the Ordinary Course of Busi 	(B) continue to operate billing procedures and 
collect account receivable utilizing normal procedures and without discounti or accelerating 
payment of such accounts, (C) subject to compliance with the Cash Flow Budget, pay accounts 
payable and comply with all contractual and other obligations applicable to the operation of the 
Business, and (D) not permit any material change in any pricing, investment, accounting, 
financial reporting, inventory, credit, allowance or Tax practice or policy of Sellers or the Non-
Debtor Subsidiaries that would adversely affect any of the Non-Debtor Subsidiaries; 

(iv) promptly following the date of this Agreement, provide general 
notice to the public in connection with the Store Closing Liquidations that gift cards uudlorgift 
certificates issued in connection with the operation of the Business will only be honored or 
redeemed as set forth in 

(v) subject to any confidentiality restrictions which apply to Sellers or 
their Subsidiaries, use commercially reasonable efforts to consult in good faith from time to time 
with the Representatives of Purchaser to report cash flow results of the Business, material 
operational developments as they arise, the general status of ongoing operations of the Business 
and with respect to the Store Closing Liquidations; 

(vi) other than in the Ordinary Course of Business or in connection 
with any liquidations or going out of business sales, maintain the Purchased Assets and assets of 
the Non-Debtor Subsidiaries in their current condition, ordinary wear and tear except d; 

(vii) defend and protect the properties and assets of Sellers and their 
Subsidiaries from inffingement or usurpation; 

(viii) maintain in full force and effect until the Closing insurance upon 
all of the Purchased Assets and the assets of the Non-Debtor Subsidiaries in such amounts and of 
such kinds comparable to that in effect on the date of this Agreement; and 
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(ix) comply with Applicable Laws, including Environmental Laws, 
other than with respect to the failure of such compliance as would not reasonably be expected to 
have, individually or in the aggregate, a Seller Material Adverse Effect. 

(b) 	Except (1) as set forth on Schedule 8.2(b), (2) as required by Applicable 
Law or Order of the Bankruptcy Court, (3) as otherwise contemplated by this Agreement, (4) as 
permitted or contemplated by the Cash Flow Budget, or (5) with the prior written consent of 
Purchaser (which consent shall not be unreasonably withheld or delayed), Sellers shall not, and 
shall not permit their Subsidiaries to: 

(i) other than with respect to payments made in the Ordinary Course 
of Business on a "payment neutral" basis (i.e., payments to vendors with respect to newly 
accruing obligations on account of revenue sharing arrangements or otherwise) or as otherwise 
permitted by the Cash Flow Budget or to the extent expressly permitted or required by this 
Agreement, make any payments to any studio vendors or with respect to any Studio Contract; 

(ii) (A) increase the compensation of any of their respective 
employees, (B) grant any bonus, benefit or other direct or indirect compensation to any director 
or employee, (C) increase the coverage or benefits available under (or create any new or 
otherwise amend) any Employee Benefit Plan or (D) enter into any employment, deferred 
compensation, severance, consulting, non-competition or similar agreement (or amend any such 
agreement) to which any Seller or any of its Subsidiaries is a party or involving a director or 
executive officer of any Seller or any of its Subsidiaries, except, in each case, as required by 
Applicable Law from time to time in effect; 

(iii) (A) make, change or rescind any material election relating to 
Taxes, (B) settle or compromise any material claim, action, suit, litigation, proceeding, 
arbitration, investigation, audit or controversy relating to Taxes, or (C) except as may be required 
by Applicable Law or GAAP, make any material change to any of its methods of accounting for 
Tax purposes from those employed in the preparation of its most recent Tax Returns; 

(iv) subject any of the Purchased Assets or the assets of a Non-Debtor 
Subsidiary to any Lien, except for Permitted Liens and except for non-exclusive licenses under 
any Purchased Intellectual Property or any Intellectual Property owned by any Non-Debtor 
Subsidiary granted in the Ordinary Course of Business; 

(v) acquire any material properties or assets that would be Purchased 
Assets or assets of a Non-Debtor Subsidiary or, except for the purpose of disposing of obsolete 
or worthless assets, sell, assign, license, transfer, convey, lease or otherwise dispose of any of the 
Purchased Assets or assets of a Non-Debtor Subsidiary; 

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

(vii) acquire any entity or all or substantially all of the assets of any 
entity or enter into any commitment for capital expenditures in excess of $25,000 for any 
individual commitment and $100,000 for all commitments in the aggregate; 
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(viii) enter into, modify or terminate any labor or collective bargaining 
agreement or, through negotiation or otherwise, make any commitment or incur any liability to 
any labor organization; 

(ix) enter into any Contract for the sale of any Owned Property or the 
sublease with respect to any property subject to a Real Property Lease; 

(x) enter into any transaction or enter into, modify or renew any 
Contract which by reason of its size or otherwise is not in the Ordinary Course of Business; 

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

(xii) terminate, amend, restate, supplement or waive any rights under 
(A) prior to the expiration of Purchaser's right to designate Purchaser Assumed Contracts 
pursuant to Section 2.5 and subject to Sellers' rights under  Section 2.5(b),  any material contracts 
of Sellers, (B) following the expiration of Purchaser's right to designate Purchaser Assumed 
Contracts, any Purchaser Assumed Contract, (C) any material contract of any Non-Debtor 
Subsidiary or (D) any Permit; 

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

(xiv) issue, and Sellers shall use their reasonable efforts to prohibit any 
of their franchisees and franchisees of Non-Debtor Subsidiaries from issuing, to any customers 
or Employees any gift cards, gift certificates, vouchers, discounts or any other offers that may be 
redeemable for cash or any inventory offered by the Business following the Closing Date; 

(xv) other than with respect to customary advances for expenses to 
Employees in the Ordinary Course of Business, make any loan or advance to any Person; 

(xvi) engage in any transaction with respect to the Business with any 
officer, director or Affiliate of Sellers or their Subsidiaries; 

(xvii) incur or assume any Indebtedness; 

(xviii) enter into or agree to enter into any merger or consolidation with 
any corporation or other entity, and not engage in any new business or invest in, make a loan, 
advance or capital contribution to, or otherwise acquire the securities of, any other Person; 

(xix) declare, set aside, make or pay any dividend or other distribution in 
respect of the capital stock of Sellers or their Subsidiaries or repurchase, redeem or otherwise 
acquire any outstanding shares of the capital stock or other securities of, or interests in, Sellers or 
their Subsidiaries; 
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(xx) introduce any material change with respect to the operation of the 
Business, including any material change in the types, nature, composition or quality of products 
or services, or make any change in product specifications or prices or terms of distributions of 
such products; 

(xxi) honor or redeem (or in any way use assets of Sellers' bankruptcy 
estate in connection with the honoring or redemption of) any gift cards that are outstanding on, 
or issued subsequent to, the date hereof, except to the extent honored and/or redeemed pursuant 
to a program for which Purchaser provides, in its sole discretion, its prior written consent upon 
and following the date that is forty-five (45) days (or such longer period as required by 
applicable state or local regulations) after the date hereof, provided, that for the avoidance of 
doubt, this Section 8.2(b)(xxi) shall not restrict Sellers' right to honor or redeem gift cards prior 
to the expiration of such 45-day period (or, to the extent applicable, such longer period as 
required by applicable state or local regulations); 

(xxii) issue any equity in any of the Non-Debtor Subsidiaries, or 
securities or rights that by their terms may be exercised 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 their 
Subsidiaries to use) commercially reasonable efforts, and Purchaser shall cooperate with Sellers, 
to obtain at the earliest practicable date all consents and approvals required to consummate the 
Transactions, including the consents and approvals referred to in Section 5.4(b); provided, 
however, that neither Sellers nor Purchaser shall be obligated to (a) pay any consideration 
therefor to any third party from whom consent or approval is requested, or (b) agree to any 
restrictions on its ability to operate the Business or the Purchased Assets or Non-Debtor 
Subsidiaries or hold or exercise ownership over the Purchased Assets, or initiate any litigation or 
Legal Proceedings to obtain any such consent or approval. 

Section 8.4 	Appropriate Action: Filings. 

(a) 	Through the Closing Date, Sellers and Purchaser shall cooperate with each 
other and use (and shall cause their respective Affiliates to use) commercially reasonable efforts: 
(i) to take, or to cause to be taken, all actions, and to do, or to cause to be done, all things 
reasonably necessary, proper or advisable on its part under this Agreement, Applicable Law or 
otherwise to consummate and make effective the Transactions, (ii) to obtain promptly from any 
Governmental Authority any Orders or Permits required to be obtained by Sellers or Purchaser or 
any of their respective Affiliates in connection with the authorization, execution, delivery and 
performance of this Agreement and the consummation of the Transactions, (iii) to promptly 
make all necessary filings and thereafter make any other required submissions with respect to 
this Agreement and prompt consummation of the Transactions required under (A) the HSR Act, 
(B) any notifications or filings required for the Transactions under other applicable Competition 
Laws, and (C) any Applicable Law, (iv) to defend any and all lawsuits and other proceedings by 
or before any Governmental Authority challenging this Agreement or the consummation of the 
Transactions, (v) to cause to be lifted or rescinded any injunction, decree, ruling, order or other 
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action of any Governmental Authority adversely affecting the ability of any of the Parties to 
consummate the Transactions, and (vi) to provide prompt notification to the other Party of any 
actions pursuant to clauses (i) — (v) of this provided, 	that 	 in this 
Section 	 mbaDbououubncduaultc~ 	 obligations 	Section 7.1; 
prov ided 
	subject to 	 that neither Purchaser nor any Seller shall be 

obligated to pay any consideration or incur any costs to obtain any approvals or consentsfrom 
third parties, whether or not they may be necessary, proper or advisable to consummate the 
Transactions. 

(b) As promptly as practicable ,  but in no even later than five (5) Business 
Days after the dat of entry of the Bidding Procedures Order the Parties sha ll (i) each file with 
the Federal Trade Commission and the Department of Justice any notifications and report forms, 
together with all required supplemental information, required to be filed under t he HSR Act and 
the regulations promulgated thereunder with respect to the Transactions, and request early 
termination of the waiting period with respect to the Transactions and (ii) file any notifications or 
filings required under the Transactions under other applicable Competition Laws. Sellers and 
Purchaser shall consult with each other as to the appropriate time of fili such notifications and 
shall use their reasonable best efforts to make such filings at the agreed upon time, to respond 
promptly to any requests for a dditional information made by the Federal Trade Commission, t he 
Department of Justice or any other Governmental Authority , to cooperate with each other in 
connection with resolving any investigation or other inquiry concerning the Transact ions 
commenced by the Federal Trade Commission, the Department of Justice or any other 
Governmental Authority and to cause the waiting periods under the HSR Act to terminate or 
expire at the earliest possible date after the date of fili 	Sellers and Purchaser shall use their 
reasonable best efforts to (i) eliminate every impediment under any Competition Law, including 
taking all actions necessary to obtain any necessary approval under applicable Competition Laws 
and resisting in good faith any assertion that the Transactions contemplated hereby constitute a 
violation of the Competition Laws, and (ii) otherwise resolve all such objections, if any, as may 
be asserted by any Governmental Authority so as to enable the Closi to occur as soon as 
reasonably possible, all to the end of expediti the consummation of the Transactions 
contemplated hereby In connection with seeking the foregoi ng approvals, none of Purchaser or 
Sellers or their respective Affiliates shall be required to, and Sellers (other than Parent) may not, 
without the prior written consent of Parent, become subject to, consent to, or offer or agree to, or 
otherwise take any action with respect to, any requirement, condition, limitation, understanding, 
agreement or order to (i) sell, license, assign, transfer, divest, hold separate or otherwise dispose 
of any assets, business or portion of business of Purchaser, Sellers, Non-Debtor Subsidiaries, or 
any of their respective Affiliates in any manner (ii) conduct, restrict, operate, invest or otherwise 
change the assets, business or portion of business of Purchaser, Sellers, Non-Debtor Subsidiaries, 
or any of their respective Affiliates in any manner, or (iii) impose any restriction, requirement or 
limitation on the operation of the business or portionofdhehosineoaofIurcbooer, Sellers, Non-
Debtor Subsidiaries or any of their respective Affiliates in any manner. 

(c) Through the Closing Date , Sellers shall use (and shall cause their 
Subsidiaries to use) commercially reasonable efforts (subject to receipt of the Sale Order) to 
promptly obtain all necessary consents and approvals for the assignment and assumption of all of 
the Purchaser Assumed Contracts. 
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Section 8.5 	Confidentiality. Purchaser acknowledges that Confidential 
Information (as defined in the 	 has been, and in the future will be, 
provided to it in connection with this Agreement, including under Section 8.1, and is subject to 
the terms of the confidentiality agreement between Parent and Purchaser, dated as of the date 
hereof (the 	 `),tbo1orz000fYvbiobuneincmrpnratodbcrciobv 
reference. Purchaser acknowledges and understands that this Agreement may be made available 
by Sellers to prospective bidders and that such disclosure shall not be deemed to violate any 
confidentiality obligations owing to Purchaser, whether pursuant to this Agreement, the 
Confidentiality Agreement or otherwise. Effective upon, and only upon, the Closing, the 
Confidentiality Agreement shall terminate. Sellers acknowledge that from and after the Closi  
VU non-public information relating to the Business, including, but not limited to the Purchased 
Assets and the Assumed Liabilities, will be valuable and proprietary to Purchaser and its 
Affiliates. Sellers agree that, from and after the Closing, no Seller will and Sellers will cause 
their Subsidiaries not to disclose to any Person any non-public information relating to Purchaser 
and its Affiliates, or the Business, including but not limited to the Purchased Assets, the Non-
Debtor Subsidiaries and the Assumed Liabilities, except as required by Law or as otherwise 
becomes available in the public domain other than through any action by any Seller in violation 
of its obligations under this Section 8.5. The provisions of this Section 	shall survive the 
Closing. 

Section 8.6 	 Sellers and Purchaser 
shall (and shall cause their Affiliates to) preserve and keep in their possession all records held by 
them on and after the date hereof relating to the Purchased Assets for a period of three (3) years 
or such longer period as may be required by Applicable Law;(provided, however, that inom 
event shall Sellers be required to preserve such records after the B 	cy Cases are closed) 
and shall make such records and personnel available to the other Party as may reasonably be 
required by such Party, including in connection with any insurance claims or Legal Proceedings 
involving the Purchased Assets, or any governmental investigations of Sellers or Purchaser or 
any of their respective Affiliates related to the Purchased Asset or in order to enable Sellers or 
Purchaser or any of their respective Affiliates to comply with their respective obligations 
hereunder and each other agreement, document or instrument contemplated hereby or thereby or 
otherwise; provided, however, that in no event shall either Party be obligated to provide any 
information the disclosure of which would jeopardize any privilege available to such Party or 
any of its Affiliates relati to such infon -nation or which would cause such Party or any of its 
Affiliates to breach a confidentiality obligation to which it is bound. Purchaser further 
acknowledges that Sellers shall be entitled to copy any such records, at Sellers' sole cost and 
expense, and to retain copies of such records. After the expiration of any applicable retention 
period, before Purchaser shall dispose of any of such records, at least ninety (90) days' prior 
written notice to such effect shall be given by Purchaser to Sellers or their successors (or a 
Person desi nated by Sellers) and Sellers or their successors (or a Person designated by Sellers) 
shall have the opportunity (but not the obligation), at their sole cost and expense, to remove and 
retain all or any part of such records as they may in their sole discretion select. In the event 
Sellers wish to destroy any records after the B 	tcy Cases are closed, before Sellers shall 
dispose of any of such records, at least ninety (90) days' prior written notice to such effect shall 
be given by Sellers to Purchaser or its successors (or a Person designated by Purchaser) and 
Purchaser or its successors (or a Person designated by Purchaser) shall have the opportunity (but 
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not the obligation), at its sole cost and expense, to remove and retain all or any part of such 
records as it may in its sole discretion select. 

Section 8.7 	Publicity. Prior to the Closing and without limiting or 
restricting any Party from making any filing with the Bankruptcy Court with respect to this 
Agreement or the Transactions, no Party shall issue any press release or public announcement 
concerning this Agreement or the Transactions without obtaining the prior written approval of 
the other Party, which approval will not be unreasonably withheld or delayed, unless, in the 
reasonable judgment of Purchaser or Sellers, disclosure is otherwise required by Applicable Law 
or by the Bankruptcy Court with respect to filings to be made with the Bankruptcy Court in 
connection with this Agreement or by the applicable rules of the Securities Exchange 
Commission or any stock exchange on which Purchaser or such Seller lists securities, provided 
that the Party intending to make such release shall use its best efforts consistent with such 
Applicable Law or Bankruptcy Court requirement to consult with the other Party with respect to 
the text thereof. After the Closing, the Parties may issue public announcements regarding the 
Transactions so long as such announcements, in the case of announcements made by Sellers, do 
not disclose the specific terms or conditions of this Agreement or any Transaction Document 
except where such terms and conditions have already been disclosed as required by Law, 
applicable stock exchange regulation or in filings that any Seller is required to make in the 
Bankruptcy Court or office of the United States Trustee; provided, however, that the issuing 
party shall use its best efforts to consult with the other party with respect to the text thereof. 

Section 8.8 	Lease Extensions; Store Liquidations. 

(a) Sellers shall have commenced, and shall diligently pursue, unless 
otherwise directed by Purchaser, liquidation of each Leased Property for which the lease 
counterparty has not provided a Lease Extension by February 28, 2011 (the "Liquidation 
Condition"); provided, however, that the Protected Stores shall not be subject to the Liquidation 
Condition. 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. On or promptly following April 1, 2011 (and in no event more than one 
Business Day thereafter), Sellers shall provide Purchaser with a list of each Protected Store for 
which a Lease Extension has not been received, and Purchaser shall be entitled, in its discretion 
at any time following the date of the Auction and on or before the fifth (5th) Business Day prior 
to the Closing Date, to provide written notice to Sellers of its election to require Sellers to 
transport all such Designated Liquidation Merchandise and Designated FF&E located in each 
such Protected Store to one or more other Closing Date Leased Properties designated by 
Purchaser, at Sellers' sole cost and expense, prior to the Closing and prior to the Sellers' 
rejection of the unexpired real property lease pursuant to which such Protected Store is leased, 
provided that Sellers shall not be required to transport any such Designated Liquidation 
Merchandise and Designated FF&E until after the closing of the Auction. 

(b) 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 
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a Purchaser Assumed Contract (the "Closing Date Leased Properties"), Purchaser shall, in its 
sole discretion, either (i) designate as a Purchaser Assumed Contract, on or before April 1, 2011, 
the unexpired real property lease pursuant to which such Closing Date Leased Property is leased 
(for the avoidance of doubt Purchaser may remove any such lease from the list of Purchaser 
Assumed Contracts in accordance with Section 2.5(d)), 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 (as so elected, the "Agency Alternative") to have Seller retain, and Seller 
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, 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 Sellers shall carry out Agency 
Liquidations at the Closing Date Leased Properties, as debtors in possession under the 
Bankruptcy Cases, through the end of the Liquidation Period and pursuant to the terms of the 
Agency and License Agreement. 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 and shall be responsible 
for the payment of the Expenses (as defined in the Agency and License Agreement). 

Section 8.9 	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 and 
administrative services then being provided by Sellers with respect to the Business. 

Section 8.10 Banks. Not less than two (2) Business Days prior to the 
Closing, Sellers shall provide to Purchaser a complete and correct list of the names and locations 
of all banks in which any Non-Debtor Subsidiaries have accounts or safe deposit boxes and the 
names of all persons authorized to draw thereon or to have access thereto. 

Section 8.11 implements to Schedules. Sellers may (i) by written notice 
to Purchaser from time to time prior to the date that is ten (10) days following entry of the 
Bidding Procedures Order, supplement or amend the Schedules provided pursuant to 
Sections 5.4, 5.8, 5.9. 5. l0 and 5.19 in connection with any disclosure related to the Non-Debtor 
Subsidiaries, and (ii) in response to any changes or updates to Schedule 1.1(e) by Purchaser, 
supplement or amend the Schedules provided pursuant to Sections 5.4(b), 5.11(b) and 5.12(a). 
Such supplements or amendments shall be effective to cure and correct, for all purposes, any 
breach of any representation or warranty which would have existed if Sellers had not made such 
supplements or amendments. All references to Schedules that are supplemented or amended 
pursuant to this Section 8.11 shall be deemed to be a reference to such Schedule as supplemented 
or amended. 
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Section 8.12 Further Assurances. Each Seller and Purchaser shal use its 
commercially reasonable efforts to (i) take all actions necessary or appropriate to consummate 
the Transactions and (ii) cause the fulfillment at the earliest practicable date of all of the 
conditions to their respective obligations to consummate the Transactions. 

Section 8.13 Payment of Sales Tax Amounts. During the period between 
the date of this Agreement and the Closing Date, Sellers will continue to pay when due and in 
accordance with past practices all sales and use taxes generated in the Ordinary Course of 
Business. On the day immediately prior to the Closing Date, Sellers shall pay to the appropriate 
Taxing Authorities all accrued unpaid sales and use taxes which were generated in the Ordinary 
Course of Business and rem in unpaid at such dat (the "Closing 	 `). 

Section 8.14 Use of Name. Sellers hereby agree that upon and followi 
the Closing, Sellers shall not use the name "Blockbuster" or any of the items listed in the 
schedule of Trademarks and Trademark Applications set forth in 	 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, includi any name 
or mark confusingly similar thereto (collectively, the 	 Trademarks"), 
other than in the case of disclosures by Sellers of their former ownership of the Business. In 
furtherance thereof, as promptly as practicable but in no event lat r than one hundred twenty 
(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 jurisdictionofsuch 
Seller's organization. 

Section 0.15 Notice of Breach of Studio Condition. In the event that any 
Specified Studio breaches the Studio Condition, Sellers shall provide written notice thereof to 
such Specified Studio (with a copy to counsel to the Ad Hoc Studio Committee), by email and 
overnight delivery to the person designated in writing to Sellers by such Specified Studio and the 
Ad Hoc Studio Committee, and such Specified Studio shall have three (3) Business Days after 
the date of such notice to cure such breach, and if such breach is not fully cured within such 
period such Specified Studio shall have failed to satisfy the Studio Condition for all purposes 
under this Agreement. For the avoidance of doubt, with respect to any Specified Studio's non-
shipment of DVD's, having three (3) Business Days to cure shall mean that Sellers and such 
Specified Studio have reached agreement on a means to cure such breach and such Specified 
Studio shall have resumed shipments within such time frame, not that resumed shipments must 
be received by Sellers by such third Business Day. 

ARTICLE IX 

EMPLOYEE AND EMPLOYEE BENEFITS MATTERS; TAX MATTERS 

Section 9.1 

(a) 	Transferred Employees. At least five (5) days prior to the 
Purchaser sha 	in writing individually or generally, an offer of employment 
commencing on the Closi Date and contingent upon the Closing, on an at-will basi 	to 
the extent otherwise expressly agreed in a writing signed by Purchaser and such Employee) and 

~~ 



on such other terms and conditions as Purchaser may determine, to substantially all of the 
Employees who remain employed by Sellers and are providi services with respect to the 
Purchased Assets immediately prior to the Closi  Such individuals who accept such offer are 
hereinafter referred to as the Employees." For the avoidance of doubt, Purchaser 
shall not be re i d to offer employment to any employees providing services with respect to 
Closing Date Leased Properties as to which Purchaser elects the Agency Alternative and such 
employees shall not be Transferred Employees. 

(b) 	Standard Procedure. Pursuant to the "Standard Procedure" provided in 
Section 4 of Revenue Procedure 2004-53, 2004-2 C.B. 20, (i) Purchaser and Seller shall report 
on a predecessor/successor basis as set forth therein, (ii) Seller will not be relieved from filing a 
Form W-2 with respect to any Transferred Employees, and (iii) Purchaser will undertake to file 
(or cause to be filed) a Form W-2 for each such Transferred Employee with respect to the portion 
of the year during which such Employees are employed by Purchaser tha includes the Closing 
Date, excluding the portion of such year that such Employee was employed by Seller or its 
Subsidiaries. 

Section 9.2 	Employee Benefits. 

(a) Accrued Vacation. Purchaser sha be responsible for all Liabilities with 
respect to Transferred Employees attributable to their accrued and unused vacation, sick days 
and personal days through the Closi Date. 

(b) Accrued Wages and Bonus. Purchaser shall assume and pay all accrued 
and unpaidvvagcooy?nanmfeoedBnoployepmthrongh1be[looingDo1e. 

(c) Severance. Sellers shall be and remain solely responsible for all severance 
Liabilities and obligations arising under any plan, program, policy or agreement of or with 
Sellers or their Affiliates (other than any Non-Debtor Subsidiaries). 

(d) COBRA. Purchaser shall provide continuation coverage under its group 
medical plan pursuant to ERISA or Section 4980B of th Code to all Employees as of the 
Closing Date and their respective qualified beneficiaries as of the Closing Date, all former 
Employees and their qualified beneficiaries who are entitled to such coverage as of the Closing 
Date under the Employee Benefit Plans, and all other "affected employees" as defined for 
purposes of ERISA and Section 4980B of the Code and their qualified beneficiaries. 

(e) WARN Act. Within five (5) Business Days after the date hereof Sellers 
shall provide notice to such Employees of Sellers that they determine, in their sole discretion, 
could be entitled to such notice in accordance with the WARN Act or similar stat Laws. 

A0 	Nothing contained in this Section 9.2 or elsewhere in this Agreement shall  
be construed to prevent the termination of employment of any Transferred Employee or any 
change in the employee benefit available to any Transferred Employee. 
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Section 9.3 	Tax Matters. 

(a) Transfer Taxes .  All sales ,  transfer ,  filing ,  
documentary, stamp, valueadded, goods and services and similar Taxes and fees arising from or 
associated with the Transactions (collectively , 	 ), whether levied on Purchaser or 
Sellers, shall be paid by Sellers . Sellers sha ll prepare at Sellers' expense, with Purchaser's 
cooperation, any necessary Tax Returns and other documentat ion with respect to any Transfer 
Taxes, and the party required by law to file such Tax Return shall timely do so. 

(b) From the date of this Agreement until the Closi ng, and taking into account 
Section 8.2(b), each Seller,  on behalf of itself and its Subsidiaries, shal prepare and file (or cause 
to be prepared and filed) in accordance with past practice and in a timely manner all Tax Returns 
relating to such Seller, each of its Subsidiaries, and the Purchased Assets, that are required to be 
filed on or before the Closing Date (after giving effect to any applicable extensions), and shall 
pay all Taxes required to be paid by or o n behalf of such Seller, its Subsidiaries, and the 
Purchased Assets on or before the Closi ng  Date;  provided ,  however ,  that Sellers shall deliver }ivcr to 
Purchaser (i) a copy of any material Tax Return for a Straddle Period or a Pre-Closing Tax 
Period and shall consider in good faith any comments submitted by Purchaser at least ten 
(10) days prior to the due date for filing such Tax Return (after giving effect to any applicable 
extensions), and (ii) written notice of any material Tax payment obligation for which Sellers are 
liable hereunder at least ten (10) Business Days prior to the date on which such payment is 
required to be made. After the Closi , Purchaser shall prepare and file (or cause to be prepared 
and filed) all Tax Returns required to be filed with respect to the Purchased Assets. In 
connection with the foregoing, Sellers shall pay Purchaser, prior to the payment due date, any 
amounts attributable to any Tax obligation which is Sellers' responsibility under  Section 2.4(e); 
provided, however, that Purchaser shall deliver to Sellers (i) a copy of any material Tax Return 
and shall consider in good faith any comments submitted by Sellers at least ten (10) days prior to 
the due date for filing such Tax Return (after giving effect to any applicable extensions), and 
(ii) written notice of any material Tax payment obligation at least ten (10) Business Days prior to 
the date on which such payment is required to be made. Whenever it is necessary to determine 
liability for Taxes in respect of any Seller, any of its Subsidiaries or the Purchased Assets for a 
Straddle Period, the portion of such Tax which relates to the portion of the Straddle Period 
ending on the Closing Date shall (i) in the case of any Taxes, other than Taxes based upon or 
related to income or receipts, be deemed to be the amount of such Tax for the entire Straddle 
Period multiplied by a fraction, the numerator of which is the number of days in the portion of 
the Straddle Period ending on the Closing Date and the denominator of which is the number of 
days in the entire Straddle Period; and (ii) in the case of any Tax based upon or related to income 
or receipts, be deemed equal to the amount which would be payable on the basis of an interim 
closing of the books as of the end of the Closing Date. The dispute resolution provisions of 
Sect ion 	should apply in the case of any disagreement with respect to any Tax Returns 
governed under this  Section 9.3(b). 

(c) Sellers ,  at their expense, shall have t he right , but not the obligation, to 
control the conduct of the defense of any audit, claim, proceeding, investigation, or other 
controversy relati solely to Taxes ( 	Claim") for which Seller are liable pursuant to 
Section 2.4(e); provided, however, that Sellers will not have the right to settle any such Tax 
Claim if the resolution or determination of such Tax Claim is reasonably likely to adversely 
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affect Purchaser without first obtaining Purchaser's written consent, such consent to not be 
unreasonably withheld, conditioned or delayed. Purchaser shall control the conduct of all other 
Tax Claims; provided, however, that if such Tax Claim, if successful, could reasonably be 
expected to result in any Tax for which Sellers may be responsible for under this Agreement, 
Purchaser shall (i) promptly notify Sellers in writing of such claim, (ii) notify Sellers of any 
significant developments regarding such claim, (iii) consider in good faith recommendations of 
Sellers in connection with such claim, and (iv) not settle any such claim without first obtaining 
Sellers' written consent, such consent to not be unreasonably withheld, conditioned or delayed. 

(d) Sellers shall cause any Tax allocation, Tax sharing, or Tax indemnity 
agreement or arrangement (other than this Agreement) between any Non-Debtor Subsidiary and 
any Debtor Subsidiary, or between two Non-Debtor Subsidiaries, to be terminated as of the 
Closing Date (but only as between such subsidiaries, and not any third party), and, after the 
Closing Date, such Non-Debtor Subsidiary shall no longer be bound thereby or have rights or 
liabilities thereunder. 

(e) Sellers acknowledge and agree that no restructuring activities shall be 
undertaken by any Seller or any of its Affiliates in connection with the Bankruptcy Cases (or 
otherwise) that may produce any material adverse Tax consequences for Purchaser and its 
Affiliates. Upon Purchaser's request, the Parties shall use their reasonable best efforts to 
restructure the transactions contemplated by this Agreement in a Tax-efficient manner. 
Purchaser may, in its sole discretion and expense, make (or cause to be made) an election under 
Section 338(g) of the Code (and any corresponding or similar provision of state or local Law) 
with respect to the acquisition of any Non-Debtor Subsidiary that is treated as an association 
taxable as a corporation for U.S. federal income Tax purposes, provided, however, that such 
election shall not materially adversely effect any of Sellers. 

(f) Sellers, on the one hand, and Purchaser will provide each other with such 
cooperation and information as either of them reasonably may request of the other in filing any 
Tax Return, amended Tax Return or claim for refund, determining a liability for Taxes or a right 
to a refund of Taxes, or participating in or conducting any audit or other proceeding in respect of 
Taxes. Such cooperation and information shall include providing copies of relevant Tax Returns 
or portions thereof, together with accompanying schedules, related work papers and documents 
relating to rulings and other determinations by Taxing Authorities. Any information obtained 
under this Section 9.3 shall be kept confidential except as may be otherwise necessary in 
connection with the filing of Tax Returns or claims for refund or in conducting any audit or other 
proceeding. 

(g) Any reimbursement payment to be made pursuant to this Agreement shall 
be treated by the Parties as an adjustment to the Cash Purchase Price for all Tax purposes. 

F "AItoIt 

CONDITIONS TO CLOSING 

Section 10.1 Conditions Precedent to Obligations of Purchaser. The 
obligation of Purchaser to consummate the transactions contemplated by this Agreement is 
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subject to the fulfillment, on or prior to the Closing Date, of each of the following conditions 
(any or all of whic may be waived by Purchaser, in its sole discretion, in whole or in part to the 
extent permitted by Applicable Law): 

(a) the representations and warranties of Sellers set forth in this Agreement 
shall be true and correct at and as of the Closing, except to the extent such representations and 
warranties expressly relate to an earlier date (in which case such representations and warranties 
shall be true and correct on and as of such earlier date); provided, however, that in the event of a 
breach of a representation or warranty other than a representation or warranty qualified by 
materiality or Seller Material Adverse Effect, the condition set forth in this 	 shall 
be deemed satisfied unless the effect of all such breaches of representations and warranties taken 
together results in a Seller Material Adverse Effect, and Purchaser shall have received a 
certificate signed by an authorized officer of each Seller (in form and substance reasonably 
satisfactory to Purchaser), dated the Closing Date, to such effect; 

(b) Sellers shall have performed and complied in all material respects with all 
obligations and agreements required in this Agreement to be performed or complied with by 
them prior to the Closing Date, and Purchaser shall have received a certificate signed by an 
authorized officer of each Seller, dated the Closing Date, to the forgoi effect; 

(c) Sellers shall have executed, delivered and/or filed or authorized Purchaser 
to file such termination statements, lien releases, discharges, financing change statements or 
other documents, notices or other instruments as Purchaser may reasonably deem necessary to 
release Liens (other than Permitted Liens) on the Purchased Assets, to the extent Sellers are 
authorized to do so absent the consent of the holder of the Lien; 

(d) Sellers shall have completed the Store liquidations and closures of the 
Initial Liquidati Stores and the Stores set forth in 	 as such schedule shall be 
updated from time to time to reflect the Stores to be liquidated pursuant to Section 8.8(a); 

(e) the Bidding Procedures Order provisions regarding the Specified Studios, 
as set forth in Section 17, 18 and 19 of the form of Bidding Procedures Order attached hereto as 
Exhibit B, shall be in full force and effect (which shall provide that, pursuant to such Bidding 
Procedures Order and subject to payment of the amounts to be paid to Specified Studios pursuant 
to clauses (g) and (h) of Section \6 thereof (the ^ 	 "), Sellers or Purchaser (or, if 
applicable, Purchaser's assignee or designee under the Agency and License Agreement) shall be 
entitled to sell all inventory (includi without limitation all "Certified Field Destroy" units 
(^ 	̀)towbicbNbcStodioPaycocutorcbde,frecaodoleozofaoyliobilidco,beou, 
encumbrances or obligations owed to such Specified Studios or their affiliates on account of 
such inventory (including without limitation CFDs)); 

(f) Sellers shall have delivered, or caused to be delivered, to Purchaser all of 
the items set forth in 	and 

(g) all material consents (or in lieu thereof waivers) to the performance by 
Sellers of their obligations under this Agreement or to the consummation of the Transactions 
contemplated hereby as are required under any Contract to which any Seller or Non-Debtor 
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Subsidiary is a party or by which any of their respective assets and properties are bound (i) shall 
have been obtained, (ii) shall be in form and substance reasonably satisfactory to Purchaser, 
(iii) shall not be subject to the satisfaction of any condition that has not been satisfied or waived 
and (iv) shall be in full force and effect, except where the failure to obtain any such consent (or 
in lieu thereof waiver) could not reasonably be expected, individually or in the aggregate with 
other such failures, to result in a Seller Material Adverse Effect. 

Section 10.2 Conditions Precedent to Obligations of Sellers. The 
obligations of Sellers to consummate the transactions contemplated by this Agreement are 
subject to the fulfillment, prior to or on the Closing Date, of each of the following conditions 
(any or all of which may be waived by Sellers, in their sole discretion, in whole or in part to the 
extent permitted by Applicable Law): 

(a) the representations and warranties of Purchaser set forth in this Agreement 
shall be true and correct at and as of the Closing, except to the extent such representations and 
warranties expressly relate to an earlier date (in which case such representations and warranties 
shall be true and correct on and as of such earlier date); provided, however, that in the event of a 
breach of a representation or warranty other than a representation or warranty qualified by 
materiality or Purchaser Material Adverse Effect, the condition set forth in this Section 10.2(a) 
shall be deemed satisfied unless the effect of all such breaches of representations and warranties 
taken together results in a Purchaser Material Adverse Effect, and Sellers shall have received a 
certificate signed by an authorized officer of Purchaser (in form and substance reasonably 
satisfactory to Sellers), dated the Closing Date, to such effect; 

(b) Purchaser shall have performed and complied in all material respects with 
all obligations and agreements required by this Agreement to be performed or complied with by 
Purchaser on or prior to the Closing Date, and Sellers shall have received a certificate signed by 
an authorized officer of Purchaser, dated the Closing Date, to the foregoing effect; 

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

(d) Purchaser shall have paid in full or otherwise satisfied all Cure Costs with 
respect to the Purchaser Assumed Contracts set forth on Schedule 1.1(e) prior to or on the 
Closing Date; and 

(e) Purchaser shall have delivered, or caused to be delivered, to Sellers all of 
the items set forth in Section 4.3. 

Section 10.3 Conditions Precedent to Obligations of Purchaser and Sellers. 
The respective obligations of Purchaser and Sellers to consummate the transactions contemplated 
by this Agreement are subject to the fulfillment, on or prior to the Closing Date, of each of the 
following conditions (any or all of which may be waived by Purchaser and Sellers in whole or in 
part to the extent permitted by Applicable Law): 
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(a) there shall not be in effect any Law or Order by a Governmental Authority 
of competent jurisdiction restraining, enjoining or otherwise prohibiting the consummation of the 
Transactions; 

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

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

(d) the waiting period applicable to the transactions contemplated by this 
Agreement under the HSR Act shall have expired or early termination shall have been granted 
and the Parties shall have obtained any other consent, approval, order or authorization of, or 
registration, declaration or filing with, any Governmental Authority required to be obtained or 
made in connection with the execution and delivery of this Agreement or the performance of the 
Transactions. 

Section 10.4 Frustration of Closing Conditions. Neither Sellers nor 
Purchaser may rely on the failure of any condition set forth in Section 10.1, Section 10.2 or 
Section 10.3, as the case may be, if such failure was caused by such Party's failure to comply 
with any provision of this Agreement. 

ARTICLE XI 

LIMITATIONS 

Section 11.1 Purchaser's Review. 

(a) No Reliance. Purchaser has had the opportunity to ask questions, and has 
received sufficient answers, in connection with its decision to enter into this Agreement, and to 
consummate the Transactions. In connection with the execution and delivery of this Agreement 
and the consummation of the Transactions, Purchaser has not relied upon, and Purchaser 
expressly waives and releases Sellers from any Liability for any claims relating to or arising 
from, any representation, warranty, statement, advice, document, projection, or other information 
of any type provided by Sellers or their Affiliates or any of their respective Representatives, 
except for those representations and warranties expressly set forth in Article V. In deciding to 
enter into this Agreement, and to consummate the Transactions, Purchaser has relied solely upon 
its own knowledge, investigation, judgment and analysis (and that of its Representatives) and not 
on any disclosure or representation made by, or any duty to disclose on the part of, Sellers or 
their Affiliates or any of their respective Representatives, other than the express representations 
and warranties of Seller set forth in Article V. 

(b) Limited Duties. Any and all duties and obligations which any Party may 
have to any other Party with respect to or in connection with the Purchased Assets, this 
Agreement or the Transactions are limited to those specifically set forth in this Agreement. 
Neither the duties nor obligations of any Party, nor the rights of any Party, shall be expanded 



beyond the terms of this Agreement on the basis of any legal or equitable principle or on any 
other basis whatsoever. 

Section 11.2  No Consequential or Punitive Damages . NO PARTY (OR 
ITS AFFILIATES OR REPRESENTATIVES) SHALL, UNDER ANY CIRCUMSTANCE, BE 
LIABLE TO THE OTHER PARTY (OR ITS AFFILIATES OR REPRESENTATIVES) FOR 
ANY CONSEQUENTIAL, EXEMPLARY, SPECIAL, INCIDENTAL OR PUNITIVE 
DAMAGES CLAIMED BY SUCH OTHER PARTY UNDER THE TERMS OF OR DUE TO 
ANY BREACH OF THIS AGREEMENT, INCLUDING LOSS OF REVENUE OR INCOME, 
DAMAGES BASED ON ANY MULTIPLIER OF PROFITS OR OTHER VALUATION 
METRIC, COST OF CAPITAL, DIMINUTION OF VALUE OR LOSS OF BUSINESS 
REPUTATION OR OPPORTUNITY. 

ARTICLE XII 

MISCELLANEOUS 

Section 12.1  Survival of Representations, Warranties. Covenants and  
Agreements . The representations and warranties of any Party made herein, in any 

Transaction Document or in any other instrument delivered pursuant to this Agreement shall 
terminate at the Closing, or upon termination of this Agreement pursuant to  Section 4.4,  and, 
following the Closing or the termination of this Agreement, as the case may be, there shall be no 
Liability in respect thereof on the part of any Party or any of its Representatives. Except with 
respect to covenants or agreements which are to be performed on or prior to the Closing, all 
covenants and agreements contained in this Agreement shall survive the Closing in accordance 
with their respective terms;  provided,  that any covenant or agreement contained herein whose 
survival is not limited by its terms shall survive until fully performed in accordance with its 
terms. 

Section 12.2  Remedies . 

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

(i) the sole remedy available to Purchaser in the event of Sellers' 
breach of this Agreement shall be to terminate this Agreement pursuant to and to the extent 
permitted by  Section 4.4  and, to the extent provided in  Section 4.5(b),  to receive the 
Reimbursable Expenses and, to the extent provided in  Section 3.2(b),  the Deposit; and 

(ii) the sole remedy available to Sellers in the event of Purchaser's 
breach of this Agreement shall be to terminate this Agreement pursuant to and to the extent 
permitted by (A)  Section 4.4(b)  in the event that Closing does not occur on or before the Outside 
Date solely as a result of Purchaser's material breach of its obligations under this Agreement 
(including payment of the Closing Date Payment pursuant to  Section 3.3)  or (B)  Section 4.4(i),  
and in connection therewith to receive the Deposit, to the extent provided in  Section 3.2(b),  as 
liquidated damages. 
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(b) 	The Parties acknowledge and agree that no Party shall have the right to 
seek injunctive or other similar relief to prevent or remedy any breach or purported breach 
hereof, except to enforce the payment of the Reimbursable Expenses as provided in 
Section 12.14 and the retention or delivery of the Deposit as provided in Section 3.2(b) and in 
the Escrow Agreement. 

Section 12.3 Expenses. Except as otherwise set forth in this Agreement, 
including with respect to Reimbursable Expenses, each Party shall bear its own expenses 
(including attorneys' fees) incurred in connection with the negotiation and execution of this 
Agreement and each other agreement, document and instrument contemplated hereby and the 
consummation of the Transactions contemplated hereby and thereby; provided, however, 
Purchaser shall bear sole responsibility for any governmental charges relating to HSR Act filing 
fees by Purchaser and its Affiliates and any UCC-3 filing fees, FAA, ICC, DOT, real estate, title 
recording or filing fees and other amounts payable in respect of transfer filings in connection 
with the transactions contemplated by this Agreement, which fees, expenses and other amounts 
shall constitute Reimbursable Expenses and shall be reimbursed to Purchaser 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 
past, present or future director, officer, employee, incorporator, member, partner, stockholder, 
agent, attorney, Representative or Affiliate of the Parties to this Agreement, in such capacity, 
shall have any liability for any obligations or liabilities of Purchaser or Sellers, as applicable, 
under this Agreement or for any claim based on, in respect of, or by reason of, the Transactions. 

Section 12.5 Submission to Jurisdiction. 

(a) Without limiting any Party's right to appeal any Order of the Bankruptcy 
Court, (i) the Bankruptcy Court shall retain exclusive jurisdiction to enforce the terms of this 
Agreement and to decide any claims or disputes among the Parties which may arise or result 
from, or be connected with, this Agreement, any breach or default hereunder, or the 
Transactions, and (ii) any and all Actions related to the foregoing shall be filed and maintained 
only in the Bankruptcy Court, and the Parties hereby consent to and submit to the jurisdiction 
and venue of the Bankruptcy Court for such purposes and shall receive notices at such locations 
as indicated in Section 12.11; provided, however, that if the Bankruptcy Cases have been fully 
and finally dismissed and the Bankruptcy Court declines jurisdiction, the Parties agree to and 
hereby unconditionally and irrevocably submit to the exclusive jurisdiction of the United States 
District Court for the Southern District of New York sitting in New York County. 

(b) The Parties hereby unconditionally and irrevocably waive, to the fullest 
extent permitted by Applicable Law, any objection which they may now or hereafter have to the 
laying of venue of any dispute arising out of or relating to this Agreement or any of the 
Transactions brought in any court specified in subsection (a) above, or any defense of 
inconvenient forum for the maintenance of such dispute. Each of the Parties agrees that a 
judgment in any such dispute may be enforced in other jurisdictions by suit on the judgment or in 
any other manner provided by Law. 



(c) Each of the Parties hereby consents to process being served by any Party 
in any suit, Action or proceeding by the mailing of a copy thereof in accordance with the 
provisions of Section 12.11; provided, however, that such service shall not be effective until the 
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 PROCEEDING, 
DIRECTLY OR INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEMENT 
OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON 
CONTRACT, TORT, OR ANY OTHER THEORY). EACH PARTY (A) CERTIFIES THAT 
NO REPRESENTATIVE, AGENT, OR ATTORNEY OF ANY OTHER PARTY HAS 
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD 
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER 
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTY HAS BEEN INDUCED 
TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL 
WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.6. 

Section 12.7 Authorization of Parent as Representative of Sellers. 

(a) By entering into and executing this Agreement, Sellers irrevocably make, 
constitute and appoint Parent as their agent, effective as of the date hereof, and authorize and 
empower Parent to fulfill the role of Sellers' representative hereunder, and each Seller appoints 
Parent as such Person's true and lawful attorney in fact and agent, for such Person and in such 
Person's name, place and stead for all purposes necessary or desirable in order for Parent to take 
all actions contemplated by this Agreement, with the ability to execute and deliver all 
instruments, certificates and other documents of every kind incident to the foregoing to all 
intents and purposes and with the same effect as such Seller could do personally, including to 
give and receive notices and communications; to object to such deliveries, to agree to, negotiate, 
enter into settlements and compromises of, and comply with orders of courts with respect to such 
claims; and to take all actions necessary or appropriate in the judgment of Parent for the 
accomplishment of the foregoing. The dissolution, liquidation, insolvency or bankruptcy of any 
Seller shall not terminate the authority and agency of Parent as each Seller's representative 
pursuant to this Section 12.7. The power of attorney granted in this Section 12.7 is coupled with 
an interest and is irrevocable. 

(b) Purchaser shall be entitled to rely exclusively upon any communication 
given or other action taken by Parent pursuant to this Agreement, and shall not be liable for any 
action taken or not taken in good faith reliance on a communication or other instruction from 
Parent. 

Section 12.8 Time of Essence. With regard to all dates and time periods 
set forth or referred to in this Agreement, time is of the essence. 

Section 12.9 Entire Agreement; Amendments and Waivers. This 
Agreement (including the Schedules and Exhibits hereto) and the other Transaction Documents 
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represent the entire understanding and agreement between the Parties with respect to the subject 
matter hereof and supersedes all prior discussions and agreements between the Parties with 
respect to the subject matter hereof. This Agreement can be amended, supplemented or changed, 
and any provision hereof can be waived, only by written instrument making specific reference to 
this Agreement signed by the Party against whom enforcement of any such amendment, 
supplement, modification or waiver is sought. No action taken pursuant to this Agreement, 
including any investigation by or on behalf of any Party, shall be deemed to constitute a waiver 
by the Party taking such action of compliance with any representation, warranty, covenant or 
agreement contained herein. The waiver by any Party of a breach of any provision of this 
Agreement shall not operate or be construed as a further or continuing waiver of such breach or 
as a waiver of any other or subsequent breach. No failure on the part of any Party to exercise, 
and no delay in exercising, any right, power or remedy hereunder shall operate as a waiver 
thereof, nor shall any single or partial exercise of such right, power or remedy by such Party 
preclude any other or further exercise thereof or the exercise of any other right, power or remedy. 

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

Section 12.11 Notices. All notices and other communications under this 
Agreement shall be in writing and shall be deemed duly given (i) when delivered personally or 
by prepaid overnight courier, with a record of receipt, (ii) the fourth day after mailing if mailed 
by certified mail, return receipt requested, or (iii) the day of transmission, if sent by facsimile or 
telecopy during regular business hours or the Business Day after transmission, if sent after 
regular business hours (with a copy promptly sent by prepaid overnight courier with record of 
receipt or by certified mail, return receipt requested), to the Parties at the following addresses or 
facsimile numbers (or to such other address or facsimile number as a Party may have specified 
by notice given to the other Parties pursuant to this Section 12.11): 

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 12.12 Severability. If any term or provision of this Agreement is 
invalid, illegal or incapable of being enforced by Law or public policy, all other terms and 
provisions hereof shall nevertheless remain in full force and effect so long as the legal substance 
of the Transactions is not affected in any manner materially adverse to any Party. Upon such 
determination that any term or provision is invalid, illegal or incapable of being enforced, the 
Parties shall negotiate in good faith to modify this Agreement so as to effect the original intent of 
the Parties as closely as possible in an acceptable manner in order that the Transactions are 
consummated as originally contemplated to the greatest extent possible. 

Section 12.13 No Right of Set-Off. Purchaser for itself and for its Affiliates, 
successors and assigns hereby unconditionally and irrevocably waives any rights of set-off, 
netting, offset, recoupment, or similar rights that Purchaser or any of its Affiliates, successors 
and assigns has or may have with respect to the payment of the Purchase Price or any other 
payments to be made by Purchaser pursuant to this Agreement or any other document or 
instrument delivered by Purchaser in connection herewith. Each of Sellers, for itself and for its 
Affiliates, successors and assigns hereby unconditionally and irrevocably waives any rights of 
set-off, netting, offset, recoupment, or similar rights that Sellers or any of their Affiliates, 
successors and assigns has or may have with respect to the payment of the Reimbursable 
Expenses or any other payments to be made by Sellers pursuant to this Agreement or any other 
document or instrument delivered by Sellers in connection herewith. 

Section 12.14 Expense Reimbursement. Subject to entry of the Bidding 
Procedures Order, Purchaser shall be entitled to receive the Reimbursable Expenses as follows: 
(i) in the event that the Closing occurs, as a reduction in the amount of cash payable pursuant to 



the Closing Date Payment, in accordance with Section 3.3(b)(v) or (ii) in the event that this 
Agreement is properly terminated pursuant to Section 4.4 (other than Sections 4.4(e), 4.4(i), 
4.4( or 4.4(m)), from Sellers, as an Administrative Priority Expense (as defined in the Bidding 
Procedures Order) and in accordance with Section 4.5(b). 

Section 12.15 Binding Effect; Assignment. This Agreement shall be 
binding solely upon and inure to the benefit of the Parties and their respective successors and 
permitted assigns. Nothing in this Agreement shall create or be deemed to create any third party 
beneficiary rights in any Person not a Party to this Agreement except to the extent provided in 
Section 12.4. No assignment of this Agreement or of any rights or obligations hereunder may be 
made by any Party (by operation of law or otherwise) without the prior written consent of the 
other Party and any attempted assignment without the required consents shall be void; provided, 
however, that (i) prior to the Closing, Purchaser may assign this Agreement and any or all rights 
or obligations hereunder (including Purchaser's right to purchase the Purchased Assets and 
assume the Assumed Liabilities) to any Affiliate of Purchaser and (ii) after the Closing, 
Purchaser (or its permitted assignee) shall have the right to assign its rights and/or delegate its 
obligations hereunder (A) to any Affiliates, (B) to any financing sources for collateral purposes 
or (C) to any subsequent purchaser of all or any portion of the stock or assets of Purchaser or the 
Business. Upon any such permitted assignment, the references in this Agreement to Purchaser 
shall also apply to any such assignee unless the context otherwise requires. 

Section 12.16 Counterparts. This Agreement may be executed and 
delivered (including by electronic transmission) in any number of counterparts, each of which 
shall be deemed an original, but all of which together shall constitute one and the same 
instrument. 

[The Remainder of This Page Is Intentionally Left Blank] 
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IN WITNESS WHEREOF, 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. 

By: 
N ne: 
Ti :  

BLOCKBUSTER PROCUREMENT LP, 

By: Blockbuster Distribution, Inc, its General Partner 

By:  ~X=D 	— 
*me: 	.4NtiALD 
ithc 	4 cfL-( 

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: 
Nam5 4)A(ç 
Title . 	Jr k 
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COBALT VIDEO HOLDCO LLC 

By: 
Na 
Title 	4J,iizeI ç7yi#4, 

By: 
Name: 
Title: 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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Too 	E9L OM XJ/)i1 	(MA TTOa/9T/O 

COBALT VIDEO HOLUCO LLC 

By: 

By: ____ 
Name: 
Title: 

By: ____ 
Name: 
Title: 

[AMENDED AND RESTATED ASSET PURCH*SE AND SALE AGREEMENT SIGNATURE ?AGEJ 

T 
	

SC I 92CS2 I 2 
	

1119W 13SSU A3380 IMO 
	

WdLCC 1102 91 JBW 



COBALT VIDEO HOLDCO LLC 

By: 
Name: 
Title: 

By: 
Name: 
Title: 

By: 
Na : 	Brad P. Bauer 
Title: 	Authorized Signatory 

By: 
Name: 
Title: 
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By:  
Name: 
Title: 

By:  
Name: 
Title: 

By: 
Name: 
Title: 

By: 

Title. Jvllu~ 
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Form of Agency and License Agreement 
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Form of Bidding Procedures Order 



EXHIBIT C 

Form of Bill of Sale 



Form of Assignment Agreement 
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ASSET PURCHASE AND SALE AGREEMENT 

1 	i 

BLOCKBUSTER INC., 

THE DEBTOR SUBSIDIARIES PARTY HERETO, 

I.j►1l 

•1 	gvj I 1 i i) P11111  

Dated as of 	 2011 
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ASSET PURCHASE AND SALE AGREEMENT 

THIS, MLj1) LUAN 1L'IJ1ASSET PURCHASE AND SALE AGREEMENT, 
dated as of 	. ...IJiJ 2011 (this "Agreement"), is made and entered into by and 
among Blockbuster Inc., a Delaware corporation ("Parent"), each of the Debtor Subsidiaries (as 
defined below, and together with Parent, "Sellers", and individually a "Seller") and Cobalt Video 
Holdco LLC, a Delaware limited liability company ("Purchaser"). Sellers  and Purchaser are 
sometimes herein referred to collectively as the "Parties" and individually as a "Party." 

W I T N E S S E T H: 

WHEREAS, Sellers and their Subsidiaries are global providers of rental and retail media 
entertainment, including movie and game entertainment products delivered through one or more 
distribution channels (such business and all other business conducted by any Seller or any of its 
Subsidiaries, the "Business"); 

WHEREAS, on September 23, 2010, Sellers filed voluntary petitions for relief under 
chapter 11 of title 11 of the United States Code, 11 U.S.C. § 101 et seq. (the "Bankruptcy 
Code"), in the United States Bankruptcy Court for the Southern District of New York (the 
"Bankruptcy Court"); . .. 

V " DEAS. C 	jTh\' 2L.2SLLJ Ij1J 	t. d, 	thL,it.i 	UiIL. 

d. 	
.' 	Lu 	iijtufliih.jjgjL 
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WHEREAS, on the terms and subject to the conditions hereinafter set forth and pursuant 
to a Sale Order (as defined herein), the Parties desire to enter into this Agreement pursuant to 
which, among other things, Sellers shall sell to Purchaser, and Purchaser shall purchase from 
Sellers, all of Sellers' right, title and interest in and to the Purchased Assets (as defined herein) 
and Purchaser shall assume from Sellers and thereafter pay, discharge and perform the Assumed 
Liabilities (as defined herein). 

NOW, THEREFORE, in consideration of the premises and of the mutual covenants, 
representations, warranties and agreements herein contained, 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 
following terms shall have the meanings specified in this Section 1.1: 



"Action" means any action, suit, arbitration, claim, inquiry, proceeding or investigation 
by or before any Governmental Authority of any nature, civil, criminal, regulatory or otherwise, 
in law or in equity. 

"Affiliate" (and, with a correlative meaning "affiliated") means, with respect to any 
Person, any direct or indirect subsidiary of such Person, and any other Person that directly, or 
through one or more intermediaries, controls or is controlled by or is under common control with 
such first Person. As used in this definition, "control" (including with correlative meanings, 
"controlled by" and "under common control with") means possession, directly or indirectly, of 
power to direct or cause the direction of the management or policies (whether through ownership 
of securities or partnership or other ownership interests, by Contract or otherwise). 

"Agency and License Agreement" means the Agency and License Agreement to be 
entered into between Purchaser and Sellers substantially in the form attached as Exhibit A 
hereto. 

"Applicable Law" means, with respect to any Person, any Law applicable to such Person 
or its business, properties or assets. 

"Approved Sale Expenses" means Seller's 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 Purchaser. 

"Bankruptcy Cases" means the chapter 11 cases commenced by Sellers on September 23, 
2010, jointly administered under Case No. 10-14997 (BRL). 

"Beginning Inventory Amount" means an amount equal to $635,848,496.66, the 
reference value of the December 31, 2010 inventory count provided by Sellers to Purchaser, 
based on the methodology set forth in Schedule 1.1i. 



"Bidding Procedures Order" means an Order of the Bankruptcy Court, substantially in 
the form attached hereto as Exhibit B. 

"Business Day" means a day other than a Saturday, Sunday or other day on which 
commercial banks in New York City are authorized or required by Law to close. Any event the 
scheduled occurrence of which would fall on a day that is not a Business Day shall be deferred 
until the next succeeding Business Day. 

"Business Intellectual Property" means all (i) Purchased Intellectual Property and (ii) 
other Intellectual Property used by any Seller or any of its Subsidiaries. 

"Cash Flow Budget" means the approved DIP Credit Agreement budget, as amended, and 
any budget subsequently adopted by Sellers and approved by Purchaser in connection with the 
DIP Credit Agreement, any refinancing thereof, or any other debtor-in-possession financing 
entered into by Sellers. 

"Closing Cash Amount" means the amount of all cash, cash equivalents and freely 
marketable securities held by Sellers as of 11:59 p.m. (prevailing eastern time) on the day 
immediately preceding the Closing Date, less the amounts of any unpaid checks, drafts and wire 
transfers issued by Sellers on or prior the Closing Date, calculated in accordance with GAAP 
applied on a basis consistent with the preparation of the Balance Sheet, pi  the Sales Tax 
Amount. 

"Closing Inventory Amount" means the value of the inventory held by Sellers as of 11:59 
p.m. (prevailing eastern time) on the day immediately preceding the Closing Date, calculated in 

	

accordance with the methodologies set forth on Schedule 1.1( 	 ventory 
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"COBRA" means the Consolidated Omnibus Reconciliation Act of 1985, as amended 

"Competition Laws" means the HSR Act and all other Laws that are designed or intended 
to prohibit, restrict or regulate (i) actions having the purpose or effect of monopolization or 
restraint of trade or lessening of competition or (ii) foreign investment. 

"Contract" means any written contract, indenture, note, bond, loan, instrument, lease, 
license, commitment or other agreement. 
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"Cure Costs" means amounts that must be paid and obligations that otherwise must be 
satisfied, including pursuant to sections 365(b)(1)(A) and (B) of the Bankruptcy Code, in 
connection with the assumption and/or assignment of any Purchaser Assumed Contract as 
determined pursuant to the Sale Order. 

„ 

"Debtor Benefit Plans" means the Employee Benefit Plans other than the Non-Debtor 
Benefit Plans. 

"Debtor Subsidiaries" means Blockbuster Global Services Inc., Blockbuster Investments 
LLC, Blockbuster Video Italy, Inc., Blockbuster Distribution, Inc., Blockbuster Procurement LP, 
Blockbuster Canada Inc., Blockbuster International Spain Inc., Blockbuster Digital Technologies 
Inc., Movielink, LLC, Blockbuster Gift Card Inc., Trading Zone Inc., and B2 LLC. 

"Designated FF&E" means all furniture, fixtures and equipment owned by Sellers and 
located at the Closing Date Leased Properties. 

"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 on the Closing Date. 

"DIP Credit Agreement" means that certain Senior Secured, Super-Priority Debtor-In-
Possession Revolving Credit Agreement, dated as of September 23, 2010, among Sellers, the 
lenders signatory thereto and Wilmington Trust FSB, as agent. 

I }lp. c.f j 	 e t. 

"Distribution Centers" means (i) all of Sellers' distribution centers located throughout the 
United States to support Sellers' by-mail subscription business and (ii) Sellers' 850,000 square 
foot distribution center located in McKinney, Texas. 

"Documents" means all files, documents, instruments, papers, books, reports, manuals, 
records, tapes, microfilms, hard drives, databases, compilations of information, photographs, 
letters, budgets, accounts, forecasts, ledgers, journals, title policies, customer and supplier lists, 
regulatory filings, operating data and plans, technical documentation (design specifications, 
functional requirements, operating instructions, logic manuals, flow charts, etc.), user 
documentation (installation guides, user manuals, training materials, release notes, working 
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papers, etc.), marketing documentation (including sales brochures, flyers, pamphlets, web pages, 
etc.), and other similar materials related to the Business and the Purchased Assets in each case 
whether or not in electronic form. 

"Employee" means any employee of any Seller who performs work primarily related to 
the operation of the Business. 

"Employee Benefit Plans" means all employee benefit plans (as defined in Section 3(3) 
of ERISA), all employment or individual compensation agreements, and all other plans, policies, 
agreements, payroll practices or arrangements providing any bonus, incentive, retention, equity 
or equity-based compensation, deferred compensation, stock purchase, severance pay, sick leave, 
vacation pay, salary continuation, disability, welfare benefit, pension benefit, life insurance, 
medical insurance, fringe benefits, educational assistance, tax gross up, change in control or 
other material employee benefit, in each case as to which any Seller or their Subsidiaries has any 
Liability with respect to any current or former officers, employees or directors of any Seller or 
their Subsidiaries. 

"Environmental Law" means all Applicable Laws in effect on the date hereof relating to 
the environment, natural resources, health and safety or the protection thereof, including but not 
limited to any applicable provisions of the Comprehensive Environmental Response, 
Compensation and Liability Act, 42 U.S.C. § 9601 et seq., the Hazardous Materials 
Transportation Act, 49 U.S.C. § 5101 et seq., the Resource Conservation and Recovery Act, 42 
U.S.C. § 6901 et seq., the Clean Water Act, 33 U.S.C. § 1251 et seq., the Clean Air Act, 42 
U.S.C. § 7401 et seq., the Toxic Substances Control Act, 15 U.S.C. § 2601 et seq., the Federal 
Insecticide, Fungicide, and Rodenticide Act, 7 U.S.C. § 136 et seq., the Occupational Safety and 
Health Act, 29 U.S.C. § 651 et seq., and the Oil Pollution Act of 1990, 33 U.S.C. § 2701 et seq., 
and the regulations promulgated pursuant thereto, and all analogous state or local statutes. 

"Environmental Liabilities and Obligations" means all Liabilities arising from any 
impairment or damage to the environment or failure to comply with Environmental Laws in 
connection with the prior or ongoing ownership or operation of the Business, including 
Liabilities related to: (i) the transportation, storage, use, arrangement for disposal or disposal of 
Hazardous Materials or waste; (ii) the Release of Hazardous Materials or waste; (iii) any other 
pollution or contamination of the surface, substrata, soil, air, ground water, surface water or 
marine environments; (iv) any other obligations imposed under Environmental Laws with 
respect to the Business; and (v) all obligations with respect to personal injury, property damage, 
wrongful death and other damages and losses arising under Applicable Law as a result of any of 
the matters identified in clauses (i) — (iv) of this definition. 

"ERISA" means the Employee Retirement Income Security Act of 1974, as amended. 

"Estimated Cash Adjustment Amount" means (i) if the Target Cash Amount exceeds the 
Estimated Cash Amount, the amount of such excess, which shall reduce the Closing Date 
Payment by such amount, or (ii) if the Estimated Cash Amount exceeds the Target Cash 
Amount, the amount of such excess, which shall increase the Closing Date Payment by such 
amount. 
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"Estimated Inventory Adjustment Amount" means (i) if the Beginning Inventory Amount 
exceeds the sum of the Estimated Inventory Amount plus the Inventory Liquidation Expenses, 
the amount of such excess, which shall reduce the Closing Date Payment by such amount, or (ii) 
if the sum of the Estimated Inventory Amount ply5 the Inventory Liquidation Expenses exceeds 
the Beginning Inventory Amount, the amount of such excess, which shall increase the Closing 
Date Payment by such amount. 

"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 .tJt±14m dtwe44414 and (ii) 
five (5) Business Days prior to the Sale Hearing-, ................ . 

and which estimate shall be reasonably acceptable to Purchaser. 
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"GAAP" means United States generally accepted accounting principles as in effect 
during the time period of the relevant financial statement. 

"Governmental Authority" means any entity exercising executive, legislative, judicial, 
regulatory or administrative functions of or pertaining to United States or foreign federal, state or 
local government, any governmental authority, agency, department, board, commission or 
instrumentality or any political subdivision thereof, and any tribunal or court or arbitrator(s) of 
competent jurisdiction, and shall include the Bankruptcy Court. 

"Hazardous Materials" means all substances defined as "hazardous substances," 
"hazardous wastes," "hazardous materials," "pollutants," "toxic wastes," "toxic substances" or 
"contaminants" or otherwise regulated under Environmental Laws or with respect to which 
liability or standards of conduct are imposed under Environmental Laws. 

"HSR Act" means the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as 
amended, and the rules and regulations promulgated thereunder. 

"Indebtedness" of any Person means, without duplication, (i) the principal of and 
premium (if any) in respect of (A) indebtedness of such Person for money borrowed and (B) 
indebtedness evidenced by notes, debentures, bonds or other similar instruments for the payment 
of which such Person is responsible or liable; (ii) all obligations of such Person issued or 
assumed as the deferred purchase price of property, all conditional sale obligations of such 
Person and all obligations of such Person under any title retention agreement (but excluding 
trade accounts payable arising in the Ordinary Course of Business); (iii) all obligations of such 
Person under leases required to be capitalized in accordance with GAAP; (iv) all obligations of 
such Person for the reimbursement of any obligor on any letter of credit, banker's acceptance or 
similar credit transaction; (v) all obligations of the type referred to in clauses (i) through (iv) of 
any Persons for the payment of which such Person is responsible or liable, directly or indirectly, 
as obligor, guarantor, surety or otherwise, including guarantees of such obligations, "keep well" 
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agreements, agreements to maintain or contribute cash or capital to any Person or other similar 
agreements or arrangements; and (vi) all obligations of the type referred to in clauses (i) through 
(v) of other Persons secured by any Lien on any property 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 identified by Sellers 
in Schedule 1.1(c) that will be subject to liquidation, and with respect to which Sellers have 
commenced or shall have commenced in-store liquidation or going out of business sales after the 
date hereof but in no event later than February 28, 2011. 

"Intellectual Property" means all worldwide intellectual property and rights arising from 
or in respect of the following: all (i) inventions, discoveries, industrial designs, business 
methods, patents and patent applications (including provisional and Patent Cooperation Treaty 
applications), including continuations, divisionals, continuations-in-part, reexaminations and 
reissues, extensions, renewals and any patents that may be issued with respect to the foregoing; 
(ii) trademarks, service marks, certification marks, collective marks, trade names, business 
names, assumed names, d/b/a's, fictitious names, brand names, trade dress, logos, symbols, 
Internet domain names and corporate names, and general intangibles of a like nature and other 
indicia of origin or quality, whether registered, unregistered or arising by Law, and all 
applications, registrations, and renewals for any of the foregoing, together with the goodwill 
associated with and symbolized by each of the foregoing; (iii) published and unpublished works 
of authorship in any medium, whether copyrightable or not (including databases and other 
compilations of information, computer software, source code, object code, algorithms, and other 
similar materials and Internet website content), copyrights and moral rights therein and thereto, 
and registrations and applications therefor, and all issuances, renewals, extensions, restorations 
and reversions thereof; and (iv) confidential and proprietary information, trade secrets, and 
know-how, including methods, processes, business plans, schematics, concepts, software and 
databases (including source code, object code and algorithms), formulae, drawings, prototypes, 
models, designs, devices, technology, research and development and customer information and 
lists (collectively, "Trade Secrets"). 

"Intellectual Property Licenses" means (i) any Contract that contains any grant by any 
Seller or any of its Subsidiaries to any third Person of any right to use, publish, perform or 
exploit any of the Business Intellectual Property, and (ii) any Contract that contains any grant by 
any third Person to any Seller or any of its Subsidiaries of any right to use, publish, perform or 
exploit any Intellectual Property of such third Person concerning or relating to the Business 
Intellectual Property. 

"Inventory Liquidation Expenses" means the sum of (a) an amount equal to $900,000 for 
lease return conditions actually paid by Sellers with respect to Stores for which liquidations 
commenced after January 1, 2011 and which expenses were incurred and paid during the period 
beginning January 1, 2011 through the date of this Agreement,  plus  (b) the product of (i) the 
aggregate number of Stores that commence and complete liquidation or going out of business 
sales during the period from January 1, 2011 until the Closing Date,  multiplied by  (ii) $36,500. 

"IRS" means the United States Internal Revenue Service. 



"Law" means any foreign, federal, state or local law (including common law), statute, 
code, ordinance, rule, regulation or other requirement enacted, promulgated, issued or entered by 
a Governmental Authority. 

LGL 	ll.~~'•- ~ 1  	~._ b=. ;L- i_ 1 	':ei 	~..i.~4 L1 1 ~_t ~_`}~b3 	•$ 	:t i  t11 	~ 1.L:\  

"Legal Proceeding" means any judicial, administrative or arbitral actions, suits, 
proceedings (public or private) or claims or any proceedings by or before a Governmental 
Authority. 

"Liabilities" means any and all debts, losses, liabilities, claims (including claims as 
defined in the Bankruptcy Code), damages, expenses, fines, costs, royalties, proceedings, 
deficiencies or obligations (including those arising out of any action, such as any settlement or 
compromise thereof or judgment or award therein), of any nature, whether known or unknown, 
absolute, contingent, accrued or unaccrued, liquidated or unliquidated, or otherwise and whether 
due or to become due, and whether in contract, tort, strict liability or otherwise, and whether or 
not resulting from third party claims, and any reasonable out-of-pocket costs and expenses in 
connection therewith (including reasonable legal counsels', accountants', or other fees and 
expenses incurred in defending any action or in investigating any of the same or in asserting any 
rights thereunder or hereunder). 

"Lien" means any lien, pledge, mortgage, deed of trust, security interest, claim, lease, 
charge, option, right of first refusal, right of first offer, easement, servitude, transfer restriction 
under any shareholder or similar agreement or encumbrance or any other restriction or limitation 
whatsoever. 

"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. 

"Non-Debtor Benefit Plans " means the Employee Benefit Plans (excluding any 
governmental plan or arrangement) as to which any Non-Debtor Subsidiary (or any of their 
Subsidiaries) has any Liability arising from or relating to any current or former employee or 
director of any Non-Debtor Subsidiary (or any of their Subsidiaries) and (i) has been established 
under the laws of a jurisdiction other than the United States or any state or other jurisdiction 
thereof, and (ii) exclusively covers current and former employees or directors of the Non-Debtor 
Subsidiaries (or any of their Subsidiaries). 

"Non-Debtor Subsidiaries " means the foreign subsidiaries of Sellers that are listed on 
Schedule 1.1(d) , provided that Purchaser, in its sole discretion, at any time and from time to time 



prior to the Closing, shall be entitled to modify such schedule to (i) remove any one or more of 
the subsidiaries of Sellers listed thereon and/or (ii) add any one or more of the 

of Sellers that are not Debtors. For the avoidance of doubt, the 
representations and warranties set forth in Article V with respect to the Non-Debtor Subsidiaries 
are being made by Sellers solely with respect to the Non-Debtor Subsidiaries that are listed on 
Schedule 1.1(d) as of the date hereof. 

"Order" means any order, injunction, judgment, decree, ruling, writ, assessment or 
arbitration award. 

"Ordinary Course of Business" means the ordinary and usual course of normal day to day 
operations of the Business through the date hereof consistent with past practice during the one 
month period prior to the date of this Agreement, and without regard to store closures and 
liquidations. 

"Permits" means any approvals, authorizations, consents, licenses, franchises, permits or 
certificates. 

"Permitted Liens" means: 

(a) with respect to any real property and to the extent that they do not materially 
interfere with the ownership, occupancy, use or operation of the affected Owned Properties or 
Real Property Leases in the manner and for the purposes heretofore used by Sellers and their 
Subsidiaries in connection with the Business, easements, restrictive covenants, and rights-of-way 
on, over or in respect of any Owned Property or Real Property Lease, servitudes, permits, 
surface leases and other rights with respect to surface operations; 

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

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

(d) any Lien that pursuant to section 363(f) of the Bankruptcy Code will be released 
from the Purchased Assets upon entry of the Sale Order; and 

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

"Person" means and includes natural persons, corporations, limited partnerships, limited 
liability companies, general partnerships, joint stock companies, joint ventures, associations, 
companies, trusts, banks, trust companies, land trusts, business trusts or other organizations, 
whether or not legal entities, and all Governmental Authorities. 
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"Pre-Closing Tax Period" means any Tax period (or the portion thereof) ending on or 
before the Closing Date. 

"Protected Stores" means the retail store locations identified by Sellers in a list provided 
to Purchaser upon the execution of this Agreement. 

"Purchased Intellectual Property" means all Intellectual Property owned by any Seller or 
any Debtor Subsidiary. 

"Purchaser Assumed Contracts" means, to the extent assignable pursuant to section 365 
of the Bankruptcy Code, all Contracts set forth on Schedule 1.1(e) (as may be modified prior to 
the Closing pursuant to Section 2.5), which Schedule Purchaser shall deliver in writing to Sellers 
in accordance with the Bidding Procedures Order and which shall not be amended or 
supplemented after April 4- 2011 for the purpose of including any additional Contracts thereon. 
For the avoidance of doubt, Purchaser shall have the right to remove Contracts from Schedule 
1.1 e at any time and from time to time in accordance with Section 2.5(d). 

"Purchaser Material Adverse Effect" means any change, circumstance, fact, condition or 
event that individually or in the aggregate with any other change, circumstance, fact, condition 
or event, would or would reasonably be expected to materially delay or impair the ability of 
Purchaser to perform its obligations under this Agreement. 

"Reimbursable Expenses" means the reasonable and documented out-of-pocket fees and 
expenses (including the fees and expenses of Milbank, Tweed, Hadley & McCloy LLP and 
Kramer Levin Naftalis & Frankel LLP as counsel, a--Houlihan Lokey Howard & Zukin 

	

Capital, Inc. as financial advisor 	). , ' . -> 	 `) incurred by Purchaser and each of 
Monarch Alternative Capital LP, Owl Creek Asset Management LP, Stonehill Capital 
Management, LLC and Varde Partners, Inc. (or on its or their behalf) in connection with this 
Agreement, the Transactions, or related to or contemplated hereby or thereby, in an aggregate 
amount not to exceed $5,000,000. 

"Release" means any release, spill, emission, discharge, migration, leaking, pumping, 
injection, deposit or disposal of Hazardous Materials into or through the environment. 



"Remedial Action" means any investigation, response, corrective action, monitoring or 
remedial action required under any Environmental Law or by a Governmental Authority to 
address a Release or threatened Release of Hazardous Materials. 

"Representatives" of a Person means its officers, directors, managers, employees, 
attorneys, investment bankers, accountants and other agents and representatives. 

"Revenue Share Adjustment Amount" means, in the event that any of the Purchased 
Assets that are acquired by Purchaser 	iu subject tom liabilities or obligations under the 
Revenue Sharing Agreements, an amount equal to the aggregate estimated amount of all 
liabilities and obligations under the Revenue Sharing Agreements to which the Purchased Assets 
will be subject and which Purchaser will be required to satisfy following the Closing, with such 
amount to be determined by the good faith estimate of Sellers to be delivered in writing to 
Purchaser not less than two (2) Business Days prior to the Closing Date. In the event that 
Sellers' counterparties under the Revenue Sharing Agreements have asserted ownership rights 
to, or other restrictions on, sales of any portion of the inventory and merchandise located at the 
Stores and 	 . ;_r? 	Centers subject to such Revenue Sharing Agreements at 
Closing (the "Rev Share Units "), Sellers shall give prompt written notice to Purchaser with 
respect to any such assertions of ownership or other restrictions with respect to any Rev Share 
Units. Not later than five (5) Business Days prior to the Closing, Sellers and Purchaser shall 
mutually agree as to whether y 	as, ~,* z~ 	b this  
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all or any portion of e=l Rev Share Units shall be (i) liquidated in connection 
with Purchaser's Agency Alternative election, (ii) retained by Sellers and treated as Excluded 
Assets or (iii) transferred to Purchaser as Purchased Assets  with the c )rresn g sic justrx erit to  
s1t ~ a e P,ri 	t _ _tile 	i;,, F 1tent AU1Q = ;  provided ,  however, in the event 
that Sellers and Purchaser cannot reach agreement on the treatment of the Rev Share Units, the 
Rev Share Units shall be retained by Sellers and treated as Excluded Assets. For the avoidance 
of doubt, if any Rev Share Units are retained by Sellers and treated as Excluded Assets, then, 
with respect to such Rev Share Units, (i) no adjustment to the Cash Purchase Price shall be made 
pursuant to  Section 3.3 b (vi) , and (ii) in lieu of such adjustment to the Cash Purchase Price, 
such Rev Share Units shall be disregarded and shall not be taken into account in computing the 
Estimated Inventory Amount, the Closing Inventory Amount or the Final Inventory Amount for 
purposes of  Sections 3.3  and 14.  Notwithstanding the fore oing, Sellers shall not be required to  

orovision. any Rev Share Units of any Snecified Studio that are being delivered free and clear of 
all liabilities and 
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"Revenue Sharing Agreements " means, collectively, the "revenue sharing" agreements 
between Sellers and certain studios, including, but not limited to each of the 
Studios 	 and Lions Gate Films Inc., pursuant to which such 
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studios supply Sellers with movie titles for a pri ce that includes a certain 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 DIP Credit 

_ 

"Sale Motion" shall mean the motion to be filed by Sellers with the Bankruptcy Court 
seeking entry of the Sale Order and the Bidding Procedures Order , in the 	 the 

ft:i:a of Bidding Procedures Order attached hereto as Exhibit B, which shall not be 
amended, supplement d or modified except with Purchaser's priorvmittenonnacottothccxtezd 
such amendments, supplements or modifications are adverse to Purchaser. 

"Sale Order' means an order or orders of the Bankruptcy Court issued pursuant to 
sections 105 °  363 and 365 of the B 	Code, in form and substance acceptable to 
Purchaser, approving this Agreement and all of the terms and conditions hereof , and approving 
and authorizing Sellers to consummate the Transactions and enter into the Transaction 
Documents. Without limiting the generality of the foregoing, such order shall specifically 
include, among other things, provisions ordering that 44-4  

+j~  

, 

.: -`''~ . —~ 	+. 	-^ ^ 4±';4-in the evcolthutonyoftbe Bankruptcy Cases are 
converted to cases under chapter 7 of the Bankruptcy Code , the Sale Order 

shaDhc binding on the chapter 7 trustee in such chapter 7 
cases. 

"Sales Tax Amount" means the lesser of (x) the amount of the Closing Sales Tax 
Payment paid as of the close of business on the day immediately precedi the Closi Date 
pursuant to Section 8.13 and (y) $8,000,000. 

"Seller Material Adverse Effect" means any change, circumstance, fact , conditio or 
event that, individually or in the aggregate with any other change, circumstance, fact ,  condition 
or event, (a) is or would reasonably be expected to have a materially adverse effect on (i) the 
Business, financial condition, results of operations, properties or assets of Sellers and their 
Subsidiaries (taken as a whole) as the same shall have existed as of the date hereof or (ii) the 
ability of Sellers to perform their respective obligations under this Agreement, or (b) preventsor 
materially delays the consummation of the Transactions, in each case other than an Excluded 
Matter which shall not be take into account in determini ng whether there has been or would 
reasonably be expected to be a Seller Material Adverse Effect. " Excluded `mcuumaoy 
adverse change, circumstance, fact, condition or event resulting from one or more of the 
following : (i) the condition of the economy or the securities markets in general, or any outbreak 
of hostilities, terrorist activities or war; (ii) the announcements, pendency or consummation of 
the sale of the Purchased Assets or any other action by Purchaser or its Affiliates contemplated 
or required hereunder, including the Store Closing Li idations and the inability of Sellers to 
pay any administrative expense claims in the Bankruptcy Cases and any   Acdnntaken by any 

12 



Person as a result thereof, if, in each case in this clause (ii), the result thereof would not 
reasonably be expected to prevent the Business from operating substantially in the Ordinary 
Course of Business; (iii) any changes in general economic, political or regulatory conditions; (iv) 
the impact on the Business or assets of any Seller or any of their Subsidiaries as a result of the 
termination of the DIP Credit Agreement and any ability of Sellers to use cash collateral; (v) any 
Action (including a bankruptcy filing or equivalent proceeding under Applicable Law) taken by 
any Person other than Sellers or their Affiliates or Representatives with respect to Blockbuster 
Canada Co.; (vi) any changes in Applicable Laws or accounting rules; or (vii) any material 
breach by Purchaser of any covenant or agreement herein or any representation or warranty of 
Purchaser having been or having become untrue in any material respect. 

"Sellers' Knowledge" means the knowledge of Jim Keyes, Tom Kurrikoff, Bruce Lewis, 
Dennis McGill, Jeff Stegenga, Roger Dunlap, Kevin Lewis, Joyce Woodward and Josh D. 
Owuso. 

. 	 . 	 . 	 . 
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"Stores" means Sellers' domestic non-franchised retail store locations. 

"Straddle Period" means any Tax period beginning before, and ending after, the Closing 
Date. 

"Studio Condition" means 4 	Jp'ct 	 that at all times from the 
date of this Agreement until the Closing, (A) . 	 . 

th f uuh Specified Studio is entia.ed in thc d.1stribut1on of p Lgcd and d 
jJt shall have continued to (i) support Sellers' digital business on terms materially 

consistent with or better than those in effect on February 14, 
. . 211-u (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, 

,. 	 . 

. 	 . 	 (-.. 	 k ........ 

...... 

studio is LI_ jjihe distribution ot paU iged md duntal audio-s isual mcdii it sli II take no 
tugjst any non-Debtor Subsidiaries of Se1r& orovided that 	any Specified 

ercise its ththi d remedies gsjoany non-Debtor Subsidiary of SeileraioJhi 
extent th uch non-Debtor Subsidiary breaches any agreement bcten such Specified Studio 
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"Studio Contracts " mean all 	•i• : - 	:..  
contracts, agreements, arrangements or understandings -t_,t  s1 	1,adt  the 
i:'_cfij Studios or any of Sellers' movie and/or video game suppliers. 

he aggregate `mount. if any, of the Frozen Studio- 
z. I 	1, , f >, 	pecrfi c 4t c? 	̀° !- , j  f dly  a bailed t1 s:--S .t?di -C`~ ~ ditior 

"Subsidiary" or "subsidiary" means, with respect to any Person, any corporation, limited 
liability company, joint venture or partnership of which such Person (a) beneficially owns, either 
directly or indirectly, more than fifty percent (50%) of (i) the total combined voting power of all 
classes of voting securities of such entity entitled, under ordinary circumstances, to vote in the 
election of directors or other governing body of such Person, (ii) the total combined equity 
interests, or (iii) the capital or profit interests, in the case of a partnership; or (b) otherwise has 
the power to vote or to direct the voting of sufficient securities to elect a majority of the board of 
directors or similar governing body of such Person. 

"Subsidiary Shares " means the outstanding ownership interests in each of the Non-
Debtor Subsidiaries. 

"Target Cash Amount" means an amount equal to $68,400,000, less any Contract 
Maintenance Costs described in  Section 2.5(b)  not previously reimbursed by Purchaser. 

"Tax" means all federal, state, provincial, territorial, municipal, local or foreign income, 
profits, franchise, gross receipts, environmental (including taxes under Code Section 59A), 
customs, duties, net worth, sales, use, goods and services, withholding, value added, ad valorem, 
employment, social security, disability, occupation, pension, real property, personal property 
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(tangible and intangible), stamp, transfer, conveyance, severance, production, excise and other 
taxes, withholdings, duties, levies, imposts and other similar charges and assessments (including 
any and all fines, penalties and additions attributable to or otherwise imposed on or with respect 
to any such taxes, charges, fees, levies or other assessments, and interest thereon) imposed by or 
on behalf of any Governmental Authority. 

"Tax Returns" means any report, return, declaration, claim for refund, information report 
or return or statement required to be supplied to a Taxing Authority in connection with Taxes, 
including any schedule or attachment thereto or amendment thereof. 

"Taxing Authority" means any Governmental Authority exercising any authority to 
impose, regulate, levy, assess or administer the imposition of any Tax. 

"Transaction Documents" means this Agreement, the Escrow Agreement, the escrow 
agreement to be entered into with respect to the Purchase Price Adjustment Escrow, the 
Assignment Agreement, the Agency and License Agreement and, if applicable, the Transition 
Services Agreement entered into pursuant to Section 8.9 hereof, and all other Contracts and 
agreements necessary to effectuate the Transactions. 

"Transition Services Agreement" means the agreement, if applicable, to be entered into 
by Parent and Purchaser pursuant to Section 8.9 hereof. 

"WARN Act" means the federal Worker Adjustment and Retraining Notification Act, 29 
U.S.C. § 2101 et seq. (1988) and any similar state or local "mass layoff' or "plant closing" laws. 

Section 1.2 	 Terms Defined Elsewhere in this Agreement. For purposes of 
this Agreement, the following terms have meanings set forth in 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 

15 



Term Section  
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 
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 Adverse Effect 

definition)  
Final Cash Amount Section 3.4(f)  
Final Inventory Amount Section 3.4(e)  
Financial Statements Section 5.5(a) 

Liquidation Condition Section 8.8(a)  
Material Contracts Section 5.12(a)  
Nonassignable Assets Section 2.6(d)  
Notice Period 

Outside Date 

Section 2.5(b)  

Section 4.4(b)  
Owned Properties Section 5.9(a )  
Parent Preamble 
Parties Preamble 
Personal Property Leases Section 5.10(a) 

Y 	9~ifr 	,: '~.t' 	.~Iz}7"€i t7( 

Proposed Allocation Section 3.5 
Proposed Rejection Date Section 2.5(b )  
Purchase Price Section 3.1 
Purchase Price Adjustment Escrow Section 3.3 
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Term Section  
Purchased Assets Section 2.1 
Purchased Business Name 
Trademarks 

Section 8.14 

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 Adjustment 

Amount definition)  
Revised Statements Section 3.5 
Securities Act Section 6.5 
Seller or Sellers Preamble 
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 Property definition)  
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 . 

(a) The words "hereof," "herein," and "hereunder" and words of similar 
import, when used in this Agreement, refer to this Agreement as a whole and not to any 
particular provision of this Agreement. 

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

(c) Whenever the words "include," "includes" or "including" are used in this 
Agreement, they shall be deemed to be followed by the words "without limitation." 

(d) Any reference in this Agreement to "$" shall mean United States dollars. 

(e) When calculating the period of time before which, within which or 
following which any act is to be done or step taken pursuant to this Agreement, the date that is 
the reference date in calculating such period shall be excluded. If the last day of such period is a 
non-Business Day, the period in question shall end on the next succeeding Business Day. 

(f) Any agreement, instrument or statute defined or referred to herein or in 
any agreement or instrument that is referred to herein means such agreement, instrument or 
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statute as from time to time amended, modified or supplemented including (in the case of 
agreements or instruments) by waiver or consent and (in the case of statutes) by succession of 
comparable successor statutes and references to all attachments thereto and instruments 
incorporated therein. References to a Person are also to its permitted successors and assigns. 

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

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

(i) This Agreement shall not be construed as if prepared by one of the Parties, 
but rather according to its fair meaning as a whole, as if all Parties had prepared it and, in the 
event an ambiguity or question of intent or interpretation arises, this Agreement shall be 
construed as jointly drafted by the Parties and no presumption or burden of proof shall arise 
favoring or disfavoring any Party by virtue of the authorship of any provision of this Agreement. 

'°,ii 	c 	?a! Th '\, r 	cnt c1  
rt  

ARTICLE II 

PURCHASE AND SALE 

	

Section 2.1 	 Purchase and Sale of Assets . On the terms and subject to the 
conditions set forth in this Agreement, at the Closing, Sellers shall sell, transfer, assign, convey 
and deliver to Purchaser (or its designee), and Purchaser (or its designee) shall purchase, acquire 
and accept from Sellers, free and clear of any and all Liens (other than Liens created by 
Purchaser and Permitted Liens), all of Sellers' right, title and interest in, to and under any and all 
of the assets, properties, rights and claims of any kind or nature, whether tangible or intangible, 
real, personal or mixed, wherever located and whether or not carried or reflected on the books 
and records of any Seller, which are used or useful in or held for use in connection with the 
operation of the Business, excluding only the Excluded Assets expressly identified in  Section 2.2  
(such assets, properties, rights and claims to be acquired hereunder, collectively, the " Purchased  
Assets"). The Purchased Assets shall include the following: 

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

(b) all rights, title and interest of Sellers in the BB 2009 Trust; 

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



(d) all accounts and notes receivable and other right to payment 
credit cardreceivables), together with any unpaid financing charges accrued thereon, other than 
any account 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 Business; 

(e) all(including 	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 the Closing; 

(f) all tangible personal property owned by Sellers related to, useful in or held 
for use in the conduct of the Business, including movie, television program, game, and cell 
phone inventory, merchandise, memorabilia, supplies, food and beverage items, samples, 
equipment, televisions, monitors, video players, computers, hardware, electronics, {]lc servers, 
scanners, printers, networks, copiers, cash registers, furniture, furnishings, fixtures, telephone 
lines, telecopy machines, telecommunication equipment, storeroom contents, spare parts, 
shipping mat ziu|o`puckugioguzatcrio|a,rawmateriulmuudotboruoomozoablemrc/adngtoor 
available for sale or use in connection with the Business; provided, however, that, in the event 
that Purchaser elects the Agency Alternative, Purchased Assets shall not include any of the 
Designated Liquidation Merchandise or Designated FF&E at the Closing Date Leased 
Properties, and Purchaser shall have the exclusive right, as set forth in 	 and the 
Agency and License Agreement, (i) to direct the sale or other disposition by Sellers of all such 
Designated Li idation Merchandise and Designated FF&E and (ii) the exclusive right to 
receive and retain, for its own account, the proceeds, as set forth herein and in the Agency and 
License Agreement, of all such sales and dispositions; 

(g) all rights, title and interest of 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; 

(h) all rights, title and interest of 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 Business, 
to the extent any such personal property lease is a Purchaser Assumed Contract; 

@ 	the Purchased Intellectua 

Q 	to the extent transferrable after giving effect to the Sale Orde aDofthe 
rights and benefit accruing  uoderany ofthe Purchaser Assumed Contracts, including each Real 
Property Lease, personal property lease or Intellectual Property License that is a Purchaser 
Assumed Contract; 

(k) 	all Document that are used i held for use in or intended to be used i or 
that arise primarily out of, the Business, including Documents 	 to marketing, advertising, 

onal materials, Purchased Intellectual Property, personnel files for Transferred 
Employees and all files, customer files and documents (including credit information), supplier 
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lists, records, literature and correspondence, whether or not physically located on any of the 
premises referred to in clause (g) above, but excluding (i) personnel files for Employees who are 
not Transferred Employees, (ii) such files as may not be transferred under Applicable Law 
regarding privacy, (iii) Documents which any Seller is not permitted to transfer pursuant to any 
contractual confidentiality obligation owed to any third party and (iv) Documents relating to an 
Excluded Asset or Excluded Liability; provided, however, to the extent such Documents relate in 
any way to the conduct of the Business, Purchaser shall receive copies thereof, 

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

(m) all warranties and guarantees related to the Purchased Assets, including 
warranties and guarantees made by suppliers, manufacturers and contractors under the Purchased 
Assets, and claims against suppliers and other third parties in connection with the Purchaser 
Assumed Contracts; 

(n) any rights, demands, claims, causes of action, rights of recovery, credits, 
allowances, rebates, or rights of setoff or subrogation arising out of or relating to any of the 
Purchased Assets; 

(o) all rights of Sellers under non-disclosure or confidentiality, non-compete, 
or non-solicitation agreements with employees and agents of Seller or with third parties to the 
extent relating to the Business or the Purchased Assets (or any portion thereof); 

(p) all third party property and casualty insurance proceeds, and all rights to 
third party property and casualty insurance proceeds, in each case to the extent received or 
receivable in respect of the Business or the Purchased Assets (or to any portion thereof); 

(q) all rights of Sellers under or pursuant to any franchise agreements or other 
arrangements with franchisees, other than any such agreement or arrangement which the 
Purchaser has specifically designated as a Removed Contract pursuant to Section 2.5(d) 	- 

(r) all goodwill and other intangible assets associated with the Business, 
including customer and supplier lists and the goodwill associated with the Purchased Intellectual 
Property; 

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

(t) all of Sellers' assets related to, located at, or used or useful in connection 
with the operation of Sellers' Distribution Centers; provided, however, that, in the event that 
Purchaser elects the Agency Alternative, Purchased Assets shall not include any of the 
Designated Liquidation Merchandise or Designated FF&E at the Distribution Centers that are 
Closing Date Leased Properties, and Purchaser shall have the exclusive right, as set forth in 
Section 88(b) and the Agency and License Agreement, (i) to direct the sale or other disposition 
by Sellers of all such Designated Liquidation Merchandise and Designated FF&E and (ii) the 



exclusive right to receive and retain, for its own account, the proceeds, as set forth herein and in 
the Agency and License Agreement, of all such sales and dispositions; 

(u) all rights, claims and causes of action of Sellers (except to the extent 
arising under the Transaction Documents), ~Lincludin 
°za under the Bankruptcy Code (including chapter 5 thereof)~.,~i imil 	1 	a 1 , 

tainc  

(v) sales and use Tax refunds to the extent provided in Section 2.3(d); and 

(w) all other assets, properties, rights and claims of Sellers of any kind or 
nature which relate to the Business, which are used or useful in or held for use in the Business, 
or which relate to the Purchased Assets (in each case, other than the Excluded Assets) not 
otherwise described in this Section 2.1, including, but not limited to, all of Sellers' assets related 
to, located at, or used or useful in connection with (i) the operation of all of Sellers' Stores, (ii) 
the operation of Sellers' digital, kiosk and by-mail businesses and (iii) Sellers' franchise 
businesses. 

	

Section 2.2 	 Excluded Assets. Nothing herein contained shall be deemed 
to sell, transfer, assign or convey the Excluded Assets to Purchaser, and Sellers shall retain all 
right, title and interest to, in and under the Excluded Assets. `Excluded Assets" shall mean only 
the following assets: 

(a) the Excluded Contracts, including any accounts receivable arising out of 
or in connection with any Excluded Contract; 

(b) all equity interests (other than those set forth in Section 2.1(a) and any 
Subsidiaries thereof) in Sellers; 

(c) any (i) confidential personnel and medical records pertaining to any 
Employee of Sellers not permitted to be transferred to Purchaser under Applicable Law; (ii) 
books and records that Sellers are required by Law to retain, that relate exclusively to the 
Excluded Assets or the Excluded Liabilities, including Tax Returns, financial statements, and 
corporate or other entity filings;rroovi ed, however, that Purchaser shall have the right to make 
copies of any portions of such retained books and records that relate to the Business or any of the 
Purchased Assets or Assumed Liabilities; 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 Sellers; provided, that Purchaser shall have the right to make copies 
of any portions of such documents and records; 

(d) any claim, right or interest of any Seller in or to any refund, rebate, 
abatement or other recovery for Taxes, 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; 

(e) all rights and claims of Sellers under the Transaction Documents; 
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(f) 	all Debtor Benefit Plans (and any trusts, 501 (c)(9) organizations, 
insurance (including fiduciary insurance), administrative or other service contracts relating 
thereto); 

i_ i< of 	a 	v_~r  ~,1iu ~,~ 	̀? 	_hand 

(..., 	,.-all restricted cash of Sellers relating to cash collateralized letters of 
credit andlor Excluded Liabilities. 

Section 2.3 	 Assumption of Liabilities. Purchaser shall assume no 
Liability of Sellers except the Liabilities and to the extent expressly set forth in this Section 2.3 
(collectively, the "Assumed Liabilities"). On the terms and subject to the conditions set forth in 
this Agreement, at the Closing, Purchaser shall assume the Assumed Liabilities and shall agree 
to pay, discharge, perform and otherwise satisfy such Assumed Liabilities in accordance with 
their respective terms, subject to any defenses or claimed offsets asserted in good faith against 
the obligee to whom such Liabilities of Sellers and their Subsidiaries are owed. The Assumed 
Liabilities shall consist of only the following Liabilities: 

(a) 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; 

(b) all Liabilities of Sellers 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 Purchaser's offer of employment and commence 
employment with Purchaser; provided, that with respect to each Transferred Employee, the 
maximum aggregate amount of such wages, vacation and payroll Taxes included in the Assumed 
Liabilities shall not exceed an amount equal to one half of the aggregate amount of such wages, 
vacation and payroll Taxes accrued during such Transferred Employee's normal pay period 
cycle; 

(c) all Liabilities of Sellers to the extent specifically provided in Article IX; 

(d) all sales or use or other Taxes of any Seller (but not including any Taxes 
assumed by Purchaser pursuant to Section 2.3(b) or paid by Sellers pursuant to the Closing Sales 
Tax Payment), up to an aggregate amount not to exceed $1,600,000, that (i) 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 this Section 2.3(d); 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 this Section 2.3(d) to exceed the aggregate amount of Taxes that have 
become Assumed Liabilities pursuant to this Section 2.3(d); 
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;and 

(f) all Liabilities with respect to the Assumed Cure Costs. 

For the avoidance of doubt, while Purchaser is not assuming the Liabilities of any of the Non-
Debtor Subsidiaries, Purchaser acknowledges that the Liabilities of each Non-Debtor Subsidiary 
will remain intact as obligations of such Non-Debtor Subsidiary as such exists on the Closing 
Date. 

Section 2.4 	 Excluded Liabilities. Notwithstanding anything to the 
contrary in this Agreement, the Parties expressly acknowledge and agree that Purchaser shall not 
assume or in any manner whatsoever be liable or responsible for any Liabilities of any Seller or 
of any predecessor of any Seller, existing on the Closing Date or arising thereafter, other than the 
Assumed Liabilities. All of the Liabilities of any Seller or of any predecessor of any Seller not 
specifically and expressly assumed by Purchaser pursuant to Section 2.3 shall be referred to 
herein collectively as the `Excluded Liabilities." Without limiting the foregoing, Purchaser shall 
not be obligated to assume, and does not assume, and hereby disclaims all of the Excluded 
Liabilities, including all of the following Liabilities, of each Seller or of any predecessor of any 
Seller: 

(a) all Liabilities for accrued expenses and accounts payable incurred prior to 
the Closing Date, except to the extent that the same constitute Assumed Liabilities pursuant to 
Section 2.3; 

(b) all Liabilities arising out of any of the Excluded Assets, including 
Excluded Contracts; 

(c) 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 arising or existing during Sellers' operation of the Business prior to the Closing Date;_ 
pmyided. that nothing in this A greement  

0' 	unit under Environmental  La s 7r any associated  bilit'es for 

clir irsl tl?e_ l l x_._._` .tt #`' 	ant v 	jy,  rvith Environmental Laws. or #y) diminish in`sh tl e 

obligations as debtors in nossssion under the Bankruptcy Code: 

(d) 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; 

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

(g) 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 Actions; 

(h) 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; 

(i) all Liabilities with respect to any costs and expenses (including all legal, 
accounting, financial advisory, valuation, investment banking and other third party advisory or 
consulting fees and expenses) incurred by or on behalf of any Seller or its Affiliates in 
connection with the Bankruptcy Cases or the Transactions; 

(j) all Liabilities incurred in the Ordinary Course of Business existing prior to 
the filing of the Bankruptcy Cases that are subject to compromise under the Bankruptcy Cases, 
other than the Assumed Cure Costs; 

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

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

(m) all Liabilities 	' 	,^ °' P 	(Th, n tjjisiQ1bJj.g ., 1? 
respect to any Studio Contracts, including the Revenue Sharing 

Agreements;_ ,, 

(n) all Liabilities relating to the failure to comply with any bulk sales Laws= 

Hit -HtI: 

	

Section 2.5 	 Assumed Contracts. 

	

(a) 	Purchaser Assumed Contracts. At the Closing and pursuant to section 365 
of the Bankruptcy Code and the Sale Order, Sellers shall assume and assign to Purchaser, and 
Purchaser shall consent to such assignment from Sellers, the Purchaser Assumed Contracts. All 
Cure Costs with respect to the Purchaser Assumed Contracts shall be paid in full by Purchaser on 
or before the Closing Date (the "Assumed Cure Costs"), and Sellers shall have no Liability 
therefor. 
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(b) Excluded Contracts. Prior to the Closing, with respect to any executory 
Contract or unexpired real property lease that has not been designated as a Purchaser Assumed 
Contract (each, an "Excluded Contract"), Sellers shall, prior to the rejection of any such 
Excluded Contract, provide Purchaser with not less than five (5) Business Days notice, which 
shall include the proposed date of such rejection (the "Proposed Rejection Date"), of their intent 
to reject such Excluded Contract (the "Notice Period"). If Purchaser desires to include such 
Excluded Contract as a Purchaser Assumed Contract, it shall provide Sellers with written notice 
of such election prior to the expiration of the Notice Period and such Contract shall thereafter be 
deemed to be a Purchaser Assumed Contract for purposes of this Agreement and the Sale Order 
and shall be added to Schedule 1.1(e). If Purchaser elects not to include such Excluded Contract 
as a Purchaser Assumed Contract, it shall have the option upon written notice to Sellers prior to 
the expiration of the Notice Period (a "Rejection Deferral Notice") to require Sellers, up until the 
date specified in the Rejection Deferral Notice (the "Rejection Deferral Date"), which date shall 
be on or before (and may be extended until, in Purchaser's sole discretion) the date of the 
applicable rejection deadline under the Bankruptcy Code, to defer the rejection of such Excluded 
Contract and Purchaser (whether or not the Closing occurs) shall thereafter pay, or promptly 
reimburse Sellers for, all 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 Contract during the period from the Proposed Rejection Date to the earlier of the 
Closing Date and the Rejection Deferral Date (the "Contract Maintenance Costs"); provided, that 
Purchaser shall not have any obligation with respect to Contract Maintenance Costs if this 
Agreement is terminated pursuant to Section 4.4(e) or Section 4.4(h). Notwithstanding the 
foregoing, at any time and from time to time prior to Closing, Purchaser may elect, by written 
notice to Sellers, to cause any one or more of the Excluded Contracts (to the extent not 
previously rejected by Sellers after giving notice as required above) to be included as a 
Purchaser Assumed Contract, and such Contract shall be added to Schedule 1.1(e) and shall 
thereafter be deemed to be a Purchaser Assumed Contract for purposes of this Agreement and 
the Sale Order and, to the extent such Contract is actually assumed and assigned to Purchaser at 
Closing, Purchaser shall not have any obligation to pay or reimburse Sellers for any Contract 
Maintenance Costs with respect to such Purchaser Assumed Contract. In the event that 
Purchaser does not desire that Sellers defer such rejection or fails to provide Sellers with notice 
of any election prior to the expiration of the Notice Period, Sellers shall thereafter be permitted 
to file such motions and other documentation with the Bankruptcy Court and take such other 
action as they deem necessary to reject any such Excluded Contract(s) and to liquidate any assets 
related thereto. 

(c) Undisclosed Assumed Contracts. If prior to, at, or following the Closing 
(but prior to the conclusion of the Bankruptcy Cases), any Party becomes aware of any executory 
Contract or unexpired lease that has not been disclosed in writing or that was not made available, 
in each case, to Purchaser prior to the date hereof, the discovering party shall promptly (but in 
any event no later than two (2) Business Days) notify the other party in writing of such 
executory Contract or unexpired lease. Purchaser may elect, no later than the later of (i) five (5) 
Business Days after such notice and (ii) the Closing Date, to receive an assignment of such 
Seller's rights in such executory Contract or unexpired lease (upon such election by Purchaser, 
an "Undisclosed Assumed Contract"); provided that the Bankruptcy Court enters an order (in a 
form and substance reasonably acceptable to Purchaser and Sellers) authorizing the assumption 
by Sellers (for Contracts entered prior to the commencement of the Bankruptcy Cases, whether 
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or not amended after the commencement of the Bankruptcy Cases) and the assignment to 
Purchaser of such Undisclosed Assumed Contract(s). All Cure Costs under any and all 
Undisclosed Assumed Contracts shall be paid in full by Purchaser. 

(d) 	Removed Contracts. Purchaser may elect to remove any Contract(s) 
and/or unexpired real property lease(s) (each, a "Removed Contract") from the list of Purchaser 
Assumed Contracts by giving written notice thereof to Sellers no later than the conclusion of the 
Auction4+ 	a :..:4414'+: 	. Upon designation in accordance with the 
foregoing, each such Removed Contract shall cease to be a Purchaser Assumed Contract for the 
purposes of this Agreement and the Sale Order and may thereafter be rejected at Sellers' 
discretion without any additional notice to or consent from Purchaser or any liability of 
Purchaser (other than with respect to any Contract Maintenance Costs, if applicable). 

Section 2.6 	 Further Conveyances and Assumptions. 

(a) From time to time following the Closing and except as prohibited by Law, 
Sellers shall, or shall cause their Affiliates to, make available to Purchaser such non-confidential 
data in personnel records of Transferred Employees as is reasonably necessary for Purchaser to 
transition such employees into Purchaser's records. 

(b) From time to time following the Closing, Sellers and Purchaser shall, and 
shall cause their respective Affiliates to, execute, acknowledge and deliver all such further 
conveyances, notices, assumptions, releases and acquittances and such other instruments, and 
shall take such further actions, as may be reasonably necessary or appropriate to assure fully to 
Purchaser and its respective successors or assigns, all of the properties, rights, titles, interests, 
estates, remedies, powers and privileges intended to be conveyed to Purchaser under this 
Agreement and the Seller Documents and to assure fully to Sellers and their Affiliates and their 
successors and assigns, the assumption of the Assumed Liabilities assumed by Purchaser under 
this Agreement and the Seller Documents, and to otherwise make effective the transactions 
contemplated hereby and thereby; provided, that nothing in this Section 2.6 shall require the 
Purchaser to assume any Liabilities other than the Assumed Liabilities. 

(c) To the extent not obtained at or prior to Closing, Sellers shall use 
reasonable best efforts to obtain termination statements, lien releases, discharges, financing 
change statements or other documents, notices or other instruments as Purchaser may reasonably 
deem necessary to release Liens (other than Permitted Liens) on the Purchased Assets, each in 
form and substance reasonably satisfactory to Purchaser. 

(d) Nothing in this Agreement nor the consummation of the Transactions shall 
be construed as an attempt or agreement to transfer or assign any Purchased Asset, including any 
Contract, Permit, certificate, approval, authorization or other right, which (i) is not capable of 
being assigned pursuant to section 365 of the Bankruptcy Code or transferred pursuant to section 
363 of the Bankruptcy Code to Purchaser at the Closing, or (ii) the transfer or assignment of 
which would result in a violation of any Applicable Law, if the consent of a third party is not 
obtained prior to such transfer or assignment ("Nonassignable Assets") unless and until such 
consent shall have been obtained. Sellers shall use their reasonable best efforts, and Purchaser 
shall use commercially reasonable efforts to cooperate with Sellers, in endeavoring to obtain 
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such consents; provided that no Party shall be obligated to incur any costs or expenses or provide 
any financial accommodation or other consideration of any nature to any Person to facilitate 
obtaining such consent to transfer any Nonassignable Asset. To the extent permitted by 
Applicable Law, in the event consents to the assignment thereof cannot be obtained, such 
Nonassignable Assets shall be held, as of and from the Closing Date, by Sellers in trust for 
Purchaser and the covenants and obligations thereunder shall be performed by Purchaser in the 
applicable Seller's name to the extent it would have been responsible therefor if such consent or 
approval had been obtained, and all benefits and obligations existing thereunder shall be for 
Purchaser's account. Sellers shall promptly pay over to Purchaser all money or other 
consideration received by it in respect of all Nonassignable Assets. Notwithstanding the 
foregoing, Sellers shall not have any obligation to renew any Nonassignable Asset upon the 
expiration or termination thereof. In addition, to the extent that any Nonassignable Asset 
contains an "evergreen" provision that automatically renews such Nonassignable Asset unless 
terminated or cancelled by either party thereto, Sellers shall not be prohibited from terminating 
or canceling such Nonassignable Asset as permitted pursuant to the terms thereof. 

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

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

ARTICLE III 

PURCHASE PRICE 

Section 3.1 	 Purchase Price . The aggregate consideration for the 
Purchased Assets (the " Purchase Price") shall be (a) an amount in cash equal to the Closing Date 
Payment, subject to adjustment as provided in  Section 3.4  (the "Cash Purchase Price"),  plus  (b) 
the assumption of Assumed Liabilities. 

Section 3.2 	 Deposit. 

(a) Upon the execution of this Agreement, Purchaser shall deposit with 
Wilmington Trust Company, as escrow agent (the " Escrow Agent"), pursuant to that certain 
Escrow Agreement, dated as of the date hereof, among Parent, Purchaser and the Escrow Agent 
(the `Escrow Agreement "), by certified check or wire transfer of immediately available funds, an 
amount equal to $20,000,000 (the "Deposit"). 

(b) The Parties agree that the Deposit shall (i) be applied as a deposit towards 
the Closing Date Payment and delivered to Parent at Closing as provided in  Section 3.3(d) , (ii) 
be returned to Purchaser (with any accrued interest actually earned thereon and less the Escrow 
Agent's fees and expenses) in the event that this Agreement is terminated pursuant to any 
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provision of Section 4.4 other than by Sellers pursuant to (A) Section 4.4(i) or (B) pursuant to 
Section 4.4(b) in the event that Closing does not occur on or before the Outside Date solely as a 
result of Purchaser's material breach of its obligations under this Agreement (including non-
payment of the Closing Date Payment pursuant to Section 3.3), or (iii) be paid to Sellers (with 
any accrued interest actually earned thereon and less the Escrow Agent's fees and expenses) in 
the event that this Agreement is properly terminated by Sellers (A) pursuant to Section 4.4(i) or 
(B) pursuant to Section 4.4(b) in the event that Closing does not occur on or before the Outside 
Date solely as a result of Purchaser's material breach of its obligations under this Agreement 
(including payment of the Closing Date Payment pursuant to Section 3.3). 

	

Section 3.3 	 Payment of Purchase Price. 

	

(a) 	Not later than three (3) Business Days prior to the Closing Date, Sellers 
shall prepare and provide to Purchaser a statement setting forth (i) the Inventory Liquidation 
Expenses and (ii) Sellers' good faith reasonable estimate of (x) the projected Closing Inventory 
Amount (the "Estimated Inventory Amount") and (y) the projected Closing Cash Amount (the 
"Estimated Cash Amount"). 

	

(b) 	At the Closing, Purchaser shall deliver, or cause to be delivered, the 
Closing Date Payment (as defined below) by wire transfer of immediately available funds, as set 
forth in clause (c) below. "Closing Date Payment" means an amount calculated as follows: 

(i) 	an amount equal to $'Z 

itl j 	LA  

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

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

(iv) minus an amount equal to the Deposit (with any accrued interest 
actually earned thereon and less the Escrow Agent's fees and expenses); 

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

(vi) minus, if applicable, an amount equal to the Revenue Share 
Adjustment Amount. 

	

(c) 	At the Closing, Purchaser will pay the Closing Date Payment a44iow: 
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(d) At the Closing, Parent and Purchaser shall jointly instruct the Escrow 
Agent to transfer to Parent the Deposit (plus the amount of any accrued interest actually earned 
thereon and less the Escrow Agent's fees and expenses) by wire transfer of immediately 
available funds into an account designated in writing by Parent. 

(e) On or prior to the Closing Date, Purchaser shall deliver to each of the 
counterparties to the Purchaser Assumed Contracts the full amount of the applicable Cure Costs 
for the assumption and assignment of such Contracts by Sellers. 
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Section 3.4 	 Purchase Price Adjustment . 

(a) As promptly as practicable, but no later than forty-five (45) days after the 
Closing Date, Purchaser shall cause to be prepared and delivered to Parent a closing statement 
(the "Closing Statement") setting forth Purchaser's calculation of (i) the Closing Inventory 
Amount  plus  the Inventory Liquidation Expenses and (ii) the Closing Cash Amount (together, 
the "Closing Accounts"). 

(b) If Parent disagrees with Purchaser's calculation of the Closing Accounts 
delivered pursuant to  Section 3.4(a) , Parent may, within fifteen (15) days after delivery of the 
Closing Statement, deliver a notice to Purchaser disagreeing with such calculation and setting 
forth Purchaser's calculation of such amount. Any such notice of disagreement shall specify 
those items or amounts as to which Parent disagrees, and Parent shall be deemed to have agreed 
with all other items and amounts contained in the Closing Statement and the calculation of the 
Closing Accounts delivered pursuant to  Section 3.4(a) . In the event that Parent fails to timely 
deliver a notice of disagreement within such fifteen (15) day period, the Closing Statement and 
Purchaser's determination of the Closing Accounts shall be deemed final and binding on the 
Parties. 

(c) If a notice of disagreement shall be duly delivered pursuant to  Section  
3.4(b), Purchaser and Parent shall, during the fifteen (15) days following such delivery, use their 
commercially reasonable efforts to reach agreement on the disputed items or amounts in order to 
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determine, as may be required, the amount of the Closing Accounts, which amount shall not be 
less than the amount thereof shown in Purchaser's calculation delivered pursuant to Section 
3.4(a)  nor more than the amount thereof shown in Parent's calculation delivered pursuant to 
Section 3.4(b) . If during such period, Purchaser and Parent are unable to reach such agreement, 
they shall promptly thereafter cause an independent accountant to be mutually agreed upon by 
Parent and Purchaser (the " Accounting Referee ") to review this Agreement and the disputed 
items or amounts for the purpose of calculating the Closing Accounts (it being understood that in 
making such calculation, the Accounting Referee shall be functioning as an expert and not as an 
arbitrator). In making such calculation, the Accounting Referee shall consider only those items 
or amounts in the Closing Statement and Purchaser's calculation of the Closing Accounts as to 
which Parent has disagreed. The Accounting Referee shall deliver to Purchaser and Parent, as 
promptly as practicable (but in any case no later than thirty (30) days from the date of 
engagement of the Accounting Referee), a report setting forth such calculation. Such report shall 
be final and binding upon Purchaser and Sellers. Sellers shall pay a portion of the fees and 
expenses of the Accounting Referee equal to 100% multiplied by a fraction, the  numerator  of 
which is the absolute value of the difference between the Accounting Referee's calculation of the 
Closing Accounts and Parent's calculation of the Closing Accounts, and the  denominator  of 
which is the sum of (x) the absolute value of the difference between the Accounting Referee's 
calculation of the Closing Accounts and Parent's calculation of the Closing Accounts  plus  (y) the 
absolute value of the difference between the Accounting Referee's calculation of the Closing 
Accounts and Purchaser's calculation of the Closing Accounts, with each Seller jointly and 
severally liable for the entire portion allocable to Sellers. Purchaser shall pay only such portion 
of the fees and expenses of the Accounting Referee that Sellers are not required to pay 
hereunder. 

(d) Purchaser and Parent shall, and shall cause their respective representatives 
to, cooperate and assist in the preparation of the Closing Statement and the calculation of the 
Closing Accounts and in the conduct of the review referred to in this  Section 3.4 , including, the 
making available to the extent necessary of books, records, work papers and personnel. 

(e) If the Final Inventory Amount exceeds the Estimated Inventory Amount 
plus the Inventory Liquidation Expenses, Purchaser shall pay to Sellers, in the manner provided 
in  Section 3.4(g) , the amount of such excess and, if the Estimated Inventory Amount plus the 
Inventory Liquidation Expenses exceeds the Final Inventory Amount, Sellers shall pay to 
Purchaser, as an adjustment to the Cash Purchase Price, in the manner provided in  Section 3.4(g)  
the amount of such excess. The " Final Inventory Amount" means the Closing Inventory Amount 
plus Inventory Liquidation Expenses (i) as shown in Purchaser's calculation delivered pursuant 
to  Section 3.4(a)  if no notice of disagreement with respect thereto is duly delivered pursuant to 
Section 3.4(b)  or (ii) if such a notice of disagreement is delivered, (A) as agreed by Purchaser 
and Parent pursuant to  Section 3.4(c)  or (B) in the absence of such agreement, as shown in the 
Accounting Referee's calculation delivered pursuant to  Section 3.4(c) ;  provided ,  however, that 
in no event shall the Final Inventory Amount be less than Purchaser's calculation of the Closing 
Inventory Amount plus Inventory Liquidation Expenses delivered pursuant to  Section 3.4(a)  or 
more than Parent's calculation of the Closing Inventory Amount plus Inventory Liquidation 
Expenses delivered pursuant to  Section 3.4(b) . 
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(f) If the Final Cash Amount exceeds the Estimated Cash Amount, Purchaser 
shall pay to Sellers, in the manner provided in Section 3.4(g), the amount of such excess and, if 
the Estimated Cash Amount exceeds the Final Cash Amount, Sellers shall pay to Purchaser, as 
an adjustment to the Cash Purchase Price, in the manner provided in Section 3.4(g) the amount 
of such excess. The "Final Cash Amount" means the Closing Cash Amount (i) as shown in 
Purchaser's calculation delivered pursuant to Section 3.4(a) if no notice of disagreement with 
respect thereto is duly delivered pursuant to Section 3.4(b) or (ii) if such a notice of 
disagreement is delivered, (A) as agreed by Purchaser and Parent pursuant to Section 3.4(c) or 
(B) in the absence of such agreement, as shown in the Accounting Referee's calculation 
delivered pursuant to Section 3.4(c); provided, however, that in no event shall the Final Cash 
Amount be less than Purchaser's calculation of the Closing Cash Amount as set forth in the 
Closing Statement delivered pursuant to Section 3.4(a) or more than Parent's calculation of the 
Closing Cash Amount as set forth in its calculations delivered pursuant to Section 3.4(b). 

(g) Any payments pursuant to Sections 3.402 or 3Affl shall be made within 
five (5) Business Days after the Final Inventory Amount or the Final Cash Amount, as 
applicable, has been determined pursuant to this Section 3.4, by wire transfer by Purchaser or 
Sellers, as the case may be, of immediately available funds to the account of such other Party as 
may be designated in writing by such other Party. In the event that any payments are due to 
Purchaser pursuant to Section 3.4(e) or 3.4(f), such amounts shall be paid (i) to Purchaser by the 
Escrow Agent out of the Purchase Price Adjustment Escrow and (ii) if any amounts remain due 
to Purchaser after payment to Purchaser of the full amount of such Purchase Price Adjustment 
Escrow and any earnings thereon, by Sellers out of funds available to them. The obligations of 
Sellers to pay any purchase price adjustments pursuant to Sections 3.4(e) and 3.4 and this 
Section 3.4(g) shall be joint and several obligations. 

Section 3.5 	 Allocation of Purchase Price. Within thirty (30) days after the 
Closing Date, Purchaser shall prepare and deliver to Sellers an allocation of the Cash Purchase 
Price, the Assumed Liabilities and any other items that are treated as additional purchase price 
for Tax purposes (the "Taxable Consideration") among the Purchased Assets in accordance with 
Section 1060 of the Code (the "Proposed Allocation"). Sellers shall have thirty (30) days after 
receipt of the Proposed Allocation to notify Purchaser in writing of any items of the Proposed 
Allocation that are not reasonable in Sellers' view. If Sellers do not object in writing during 
such thirty (30) day period, then the Proposed Allocation shall be final and binding on all 
Parties. If Sellers object in writing during such thirty (30) day period, then the Parties shall 
cooperate in good faith to reach a mutually agreeable allocation of the Taxable Consideration, 
which allocation shall be binding on all Parties. If the Parties are unable to reach an agreement 
within sixty (60) days of Sellers' receipt of the Proposed Allocation, then any disputed items 
shall be referred to the Accounting Referee for resolution, and the determination of the 
Accounting Referee shall be final and binding on the Parties. The fees and expenses of the 
Accounting Referee shall be paid fifty percent (50%) by Purchaser and fifty percent (50%) by 
Sellers, with each Seller severally liable for the entire portion allocable to Sellers. In accordance 
with such allocation, Purchaser shall prepare and deliver to Sellers copies of Form 8594 and any 
required exhibits thereto (the "Asset Acquisition Statement"). Purchaser shall prepare and 
deliver to Sellers (or their designated successors) from time to time revised copies of the Asset 
Acquisition Statement (the "Revised Statements") so as to report any matters on the Asset 
Acquisition Statement that need updating (including pursuant to purchase price adjustments, if 
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any), consistent with the agreed upon allocation. The Parties shall, and shall cause their 
respective Affiliates to, use the allocations set forth in the Asset Acquisition Statement or, if 
applicable, the last Revised Statement for all Tax purposes, file all Tax Returns in a manner 
consistent with such allocation statement and take no position contrary thereto, in each case, 
unless required to do so by a change in applicable Tax Laws or good faith resolution of a Tax 
contest. 

ARTICLE IV 

CLOSING AND TERMINATION 

	

Section 4.1 	 Closing Date . Subject to the satisfaction of the conditions set 
forth in  Section 10.1 ,  Section 10.2  and  Section 10.3  (or the waiver thereof by the Party entitled 
to waive that condition), the closing of the purchase and sale of the Purchased Assets and the 
assumption of the Assumed Liabilities provided for in  Article II  (the "Closing") shall take place 
at the offices of Weil, Gotshal & Manges LLP located at 767 Fifth Avenue, New York, New 
York (or at such other place as the Parties may designate in writing) at 10:00 a.m. local time on 
the date that is three (3) Business Days following the satisfaction or waiver of the conditions set 
forth in  Article X  (other than conditions that by their nature are to be satisfied at the Closing, but 
subject to the satisfaction or waiver of such conditions), unless another time or date, or both, are 
agreed to in writing by the Parties. The date on which the Closing shall be held is referred to in 
this Agreement as the "Closing Date ." Unless otherwise agreed by the Parties in writing, the 
Closing shall be deemed effective and all right, title and interest of Sellers to be acquired by 
Purchaser hereunder shall be considered to have passed to Purchaser 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 
Purchaser: 

(a) for each Owned Property listed on  Schedule 5.9(a) , a warranty deed duly 
executed by the applicable Seller; 

(b) a duly executed copy of the Agency and License Agreement; 

(c) a duly executed bill of sale in the form attached as Exhibit C hereto; 

(d) a duly executed assignment and assumption agreement in the form 
attached as  Exhibit D  hereto (the " Assignment Agreement") and duly executed assignments 
transferring all of Sellers' and any Debtor Subsidiary's rights, titles and interests in and to the 
Intellectual Property included in the Purchased Intellectual Property, in a form suitable for 
recording in the U.S. Patent and Trademark Office and U.S. Copyright Office; 

(e) copies of all consents, waivers and approvals referred to in  Section 
10.1 f; 
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(f) stock certificates, if applicable, representing the Subsidiary Shares, duly 
endorsed in blank or accompanied by appropriate transfer documentation duly endorsed in blank 
and with all appropriate stock transfer tax stamps affixed; 

(g) for each Seller, a certificate of non-foreign status pursuant to Section 1445 
of the Code and Treasury Regulation Section 1.1445-2(b); 

(h) a certified copy of the Sale Order; 

(i) the written resignations of each of the directors, managing members or 
equivalent authorized persons of each Non-Debtor Subsidiary effective as of the Closing; and 

(j) a certificate signed by an authorized officer of each Seller (in form and 
substance reasonably satisfactory to Purchaser) pursuant to Sections 10.1(a) and k)). 

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

(a) the Closing Date Payment; 

(b) a duly executed copy of the Assignment Agreement; 

(c) a duly executed copy of the Agency and License Agreement;aii4 

(d) a certificate signed by an authorized officer of Purchaser (in form and 
substance reasonably satisfactory to Sellers) pursuant to Sections 10.2(a) and 

(C) 

1iwa  ILYsIU ppjhat is an Assumed LlabIllt\ oursuant to 
Llfl 

fji. 	C. 1iJ: UcL 

Section 4.4 	 Termination of Agreement. This Agreement may be 
terminated prior to the Closing Date as follows: 

(a) At any time prior to the Closing Date by the joint written consent of 
Sellers and Purchaser; 

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

(c) By the 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 or (ii) the Bankruptcy 
Court enters an Order approving a Competing Bid or (iii) the Bankruptcy Court enters an Order 
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that otherwise precludes t he consummation of t he Transactions on t he terms and condition set 
forth in this 

(d) By either Sellers or Purchaser ,  if an Order is entered by a Governmental 
Authority of competent jurisdiction having valid enforcement authority permanently restraining, 
prohibiting or e 'oioiogcitbcrpart'frnrouonauozu)atiogthc7rannac\j*nauodsncbOrderobuD 
have become final and non-appealable or shall not have been vacated prior  prior to the Outside Date; 

(e) By Purchaser or Sellers, if the Bidding Procedures Order has not been  
o tencd6v  the IB 	Court jjth  
4c& 2011; 

(f) By Purchaser or Sellers, if the Sale Order has not been entered by the 
Bankruptcy Court on or before   Aprilll,20li; 

(g) By Purchaser, if any of the B 	tcy Cases are dismissed or converted 
to a case under chapter 7 of the B 	tcy Code for any reason; 

(h) By Purchaser, so long as Purchaser is not in breach of its obligations under 
this Agreement in any ma rial respect, upon a breach of any covenant or agreement of Sellers 
set forth in this Agreement, or if any representation or warranty of Sellers shall have been or 
becomes untrue, in each case such that the conditions set forth in 	 or Section 

as the case may be, would not be satisfied and such breach or untruth cannot be cured by 
the Outside Date;  " 

(i) By Sellers, so long as Sellers are not in breach of their obligations under 
this Agreement in any material respect, upon a breach of any covenant or agreement of 
Purchaser set forth in this Agreement, or if any representation or warranty of Purchaser shall 
have been or becomes untrue, in each case such that the conditions set forth in 	 or 
Section 10.2(b), as the case may be, would not be satisfied and such breach or untruth cannot be 
cured by the Out ide Date; 

(j) By Purchaser, 
'` 	 ~ 

	
~I~ to any of the Drovisions 

Sec1»v 1 6 17 or I ot such toim (ii) th Bidding Proceduie Order is modified in  

in Sections 16. 17 or I 8ofsuch form or liii the Bidding 
Procedures Order or t he Sale Order is modified in any manner adve s to Purc}au 

without the priorvvritteocooaco1oflurohnsoz(*hjchcoosent 
may be withheld in Purchaser's sole discretion); 

(k) By Purchaser, if any secured creditor of 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; 

(1) 	By Purchaser, if the Sale Motion has not been filed by Sellers on or before 
the second Business Day following the date of execution of this Agreement; and 
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(m) 	By Purchaser, if Sellers shall not have obtained, prior to the conclusion of 
the hearing on the Bidding Procedures Order, written consent from the Requisite Lenders (as 
defined in the DIP Credit Agreement) of a budget that will cover, in full, the Estimated Wind 
Down Expenses and the Sale Budget (as defined in the Sale Motion). 

	

Section 4.5 	 Effect of Termination. 

(a) No termination of this Agreement pursuant to Section 4.4 shall be 
effective until notice thereof is given to the non-terminating Party specifying the provision 
hereof pursuant to which such termination is made. In the event that this Agreement is validly 
terminated as provided herein, this Agreement shall become wholly void and of no further force 
and effect without liability to Purchaser or Sellers, or any of their respective Representatives, 
and each shall be fully released and discharged from any Liability or obligation after the date of 
such termination and such termination shall be without liability to Purchaser or Sellers; 
provided, however, that the obligations of the Parties under the Escrow Agreement and Sections 
4_5,8_5, and U  and Article XII of this Agreement shall survive any such termination and shall 
be enforceable hereunder. 

(b) In the event this Agreement is properly terminated pursuant to Section 4.4 
(other than Sections 4.4(e), 4.4 i , 4.4(1) or 44(m)), Sellers shall promptly (but in no event later 
than three (3) Business Days) pay to Purchaser by wire transfer of immediately available funds 
the Reimbursable Expenses. In the event this Agreement is properly terminated by Sellers 
pursuant to (i) Section 4.4(b) in the event that Closing does not occur on or before the Outside 
Date solely as a result of Purchaser's material breach of its obligations under this Agreement or 
(ii) Section 4.4(i) as a result of a material breach by Purchaser, the sole remedy of Sellers shall 
be retention of the Deposit as provided in Section 12.2(a)(ii). Under no circumstance shall 
Purchaser have any liability to Sellers for termination of this Agreement for any other reason. 

ARTICLE V 

REPRESENTATIONS AND WARRANTIES OF SELLERS 

Sellers hereby represent and warrant to Purchaser as follows: 

	

Section 5.1 	 Organization and Good Standing. Each Seller and each Non- 
Debtor Subsidiary is duly organized, validly existing, in good standing and duly qualified to 
transact business under the laws of the jurisdiction of its formation, and is duly qualified or 
licensed to do business in each jurisdiction in which the nature of its business or the ownership 
or leasing of its properties makes such qualification or licensing necessary, except where the 
failure to be so qualified would not reasonably be expected to have, individually or in the 
aggregate, a Seller Material Adverse Effect, and, subject to the limitations imposed on Sellers as 
a result of having filed petitions for relief under the Bankruptcy Code, or pursuant to any Order 
entered by the Bankruptcy Court, each Seller and each Non-Debtor Subsidiary has the requisite 
power and authority to own, lease and operate its properties and to carry on its business as now 
conducted. Other than with respect to Blockbuster NZ Ltd., each Seller and each Non-Debtor 
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Subsidiary has delivered or made available to Purchaser true, complete and correct copies  of its 
organizational documents as in effect on the date hereof 

Section 5.2 	 Ownership of Non-Debtor Subsidiaries. 

(a) Except as otherwise indicated on 	 all of the outstanding 
capital stock or other equity interests of each Non-Debtor Subsidiary are owned, directly or 

, by the owner reflected on free and clear of any and all Liens, other 
than (i) restrictions on transfer that may be imposed by federal or state securities Laws, (ii) Liens 
that arise out of any actions taken by or on behalf of Purchaser or its Affiliates, or (iii) Permitted 
Liens. All equity interests of each Non-Debtor Subsidiary have been validly issued and are fully 
paid, nonassessable and were not issued in violation of any purchase or call option, right of first 
refusal, subscri tion right, preemptive right or any similar rights. 

(b) There are no outstanding or authorized options, convertible or 
exchangeable securities or instruments, warrants, rights, contracts, calls, puts, rights to subscribe, 
conversion rights or other agreements or commitment to wh ch Sellers are a party or which are 
binding on any of them providing for the issuance, disposition or acquisition of any equity 
interest of any of the Non-Debtor Subsidiaries. 

(c) There are no voting trusts, proxies or other agreements or understandings 
with respect to the voting of any equity interest of the Non-Debtor Subsidiaries. 

(d) Except (i) for the equity interests in the Non-Debtor Subsidiaries and other 

	

Sellers and (ii) as 	set forth on 	 Sellers do not own or hold of record or 
beneficially any equity interests in any Person. 

	

Section 5.3 	 Authorization of Agreement. Subject to the entry of the Sale 
Order, Sellers have all requisite power, authority and legal capacity to execute and deliver this 
Agreement and each other Transaction Document, agreement, document, or instrument or 
certificate contemplated by this Agreement or to be executed by any such Seller in connection 
with the consummation of the transactions contemplated by this Agreement (the "Seller  

Documents"), to perform their respective obligations hereunder and thereunder and to 
consummate the transactions contemplated hereby and thereby. The execution and delivery of 
this Agreement and the Seller Documents and the consummation of the transactions 
contemplated hereby and thereby have been duly authorized by all requisite corporate or limited 
liability company action, as applicable, on the part of each Seller. This Agreement has been, and 
each of the Seller Documents will be at or priortn the Closing, duly and validly executed and 
delivered by each Seller which is a party hereto and thereto and (assuming the due authorization, 
execution and delivery by the other parties hereto and thereto, the entry of the Sale Order and, 
with respect to Sellers' obligations under Section 12.14, the entry of the Bidding Procedures 
Order) this Agreement constitutes, and each of the Seller Document when so execut d and 
delivered will constitute, legal, valid and binding obligations of such Seller enforceable against 
such Seller in accordance with their respective terms, subject to applicable bankruptcy, 
insolvency, reorganization, moratorium and similar laws affecting creditors' rights and remedies 
generally, and subject, as to enforceability, to general principles of equity, including principles 
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of commercial reasonableness, good faith and fair dealing (regardless of whether enforcement is 
sought in a proceeding at law or in equity). 

	

Section 5.4 	 No Violation; Consents. 

(a) Except as set forth on Schedule 5.4(a), none of the execution and delivery 
by Sellers of this Agreement or any of the Seller Documents, the consummation of the 
transactions contemplated hereby or thereby, or compliance by Sellers with any of the provisions 
hereof or thereof will conflict with, or result in any violation of or default (with or without notice 
or lapse of time, or both) under, or give rise to a right of termination, cancellation or acceleration 
of any obligation or to loss of a material benefit under, or give rise to any obligation of any 
Seller or their Subsidiaries to make any payment under or to the increased, additional, 
accelerated or guaranteed rights or entitlements of any Person under, or result in the creation of 
any Liens (other than Permitted Liens) upon any of the Purchased Assets or the assets of the 
Non-Debtor Subsidiaries or cancellation under any provision of (i) the certificate of 
incorporation and bylaws or comparable organizational documents of any Seller or any Non-
Debtor Subsidiary; (ii) subject to entry of the Sale Order, any Contract or Permit to which any 
Seller or any Non-Debtor Subsidiary is a party or by which any of the properties or assets of any 
Seller or any Non-Debtor Subsidiary are bound; (iii) subject to entry of the Sale Order, any 
Order of any Governmental Authority applicable to any Seller or any Non-Debtor Subsidiary or 
any of the properties or assets of any Seller or any Non-Debtor Subsidiary as of the date hereof 
and as of the Closing Date; or (iv) subject to entry of the Sale Order, any Applicable Law, other 
than, in the case of clauses (ii), (iii) and (iv), such conflicts, violations, defaults, terminations or 
cancellations that would not reasonably be expected to have, individually or in the aggregate, a 
Seller Material Adverse Effect. 

(b) Except as set forth on Schedule 5.4(b), no consent, waiver, approval, 
Order, Permit or authorization of, or declaration or filing with, or notification to, any Person or 
Governmental Authority is required on the part of any Seller or any Non-Debtor Subsidiary in 
connection with the execution and delivery of this Agreement or the Seller Documents, the 
compliance by any Seller with any of the provisions hereof or thereof, the consummation of the 
transactions contemplated hereby or thereby, the assignment and assumption of the Purchaser 
Assumed Contracts, or the taking by any Seller of any other action contemplated hereby or 
thereby, except for (i) compliance with the applicable requirements of the HSR Act, (ii) the entry 
of the Sale Order, (iii) the entry of the Bidding Procedures Order with respect to Sellers' 
obligations under Section 12.14 and (iv) other immaterial consents, waivers, approvals, Orders, 
Permits, authorizations, declarations, filings and notifications. 

	

Section 5.5 	 Financial Information. 

(a) 	Sellers have delivered to Purchaser copies of (i) the audited consolidated 
balance sheet of Sellers and their Subsidiaries as at January 3, 2010 and the related audited 
consolidated statement of income and of cash flows of Sellers and their Subsidiaries for the year 
then ended and (ii) the unaudited consolidated balance sheet of Sellers and their Subsidiaries as 
at January 2, 2011 and the related consolidated statement of income and cash flows of Sellers 
and their Subsidiaries for the twelve (12) month period then ended (such audited and unaudited 
statements, including the related notes and schedules thereto, are referred to herein as the 



"Financial Statements"). Each of the Financial Statements is complete and correc in all materia 
respects, has been prepared in accordance with GAAP consistently applied throughout the 
periods indicated without modification of the acc 	'noi les used in the prepara ion 
thereof throughout the periods presented and presents fairly in all material respects t he 
consolidated financial position, results of operations and cash flows of Sellers and their 
Subsidiaries as at the dates and for the periods indicated therein, subject to normal year-end 
adjustments and the absence of complete notes in the case of the unaudited statement s . For the 
purposes hereof, the unaudited consolidated balance sheet of Sellers and their Subsidiaries as at 
January 2,20llie referred toaa the ^ Sheet"uud January 2, 2011 is referred to as the 
"Balance Sheet Date." 

(b) 	Sellers make and keep books , records and accounts which , in reasonable 
detail ,  accurately and fairly reflect t he transactions and dispositions of their respective assets. 
Sellers maintain system of internal acc 	controls sufficient to providercom000ble 
assurances that: (i) transactions are executed in accordance with management's general or 
specific authorization; (ii) transactions are recorded as necessary to permit the preparation of 
financial statements in conformity with GAAP and to maintain accountability for assets; (iii) 
access to assets is permitted only in accordance with management's general or specific 
authorization; and (iv) the recorded accountability for assets is compared with the actual levels at 
reasonable intervals and appropriate action is taken with respect to any differences. 

Section 5.6 	 No Undisclosed Liabilities .  No Seller nor any of its 
Subsidiaries has any Liabilities that would have been req uired to be reflected i reserve d  
or otherw se described in the Balance Sheet or the notes thereto in accordance with GAAP, other 
than Liabilities incurred in the Ordi 	Course of Business since the Balance Sheet Date, 
Liabilities under this Agreement, Liabilities of Sellers that will not be Assumed Liabilities and 
Liabilities that would not reasonably be expected to have, individually or in the aggregate, a 
Seller Material Adverse Effect. 

Section 5.7 	 Title to Purchased Assets. Except as set forth in  Schedule 
5 .2 and other than the real property subject to the Real Property Leases, Intellectual  Property 
owned by third parties and licensed to Sellers subject to any Intellectual Property Licenses and 
personal property subject to personal property leases (including the Personal Property Leases), 
Sellers own each of the Purchased Assets, and at the Closing Purchaser will be vested with good 
and valid title to such Purchased Assets, free and clear of all Liens, other than Permitted Liens, 
to the fullest extent permissible under section 363(f) of the B tcy Code. 

Section 5.8 	 Taxes 	as set forth on Schedule 5.8 and except as 
precluded by the Bankruptcy Code: 

(a) 	(i) Sellers and each of their Subsidiaries have timely filed (or have caused 
to be timely filed with the appropriate Taxing Authorities all material Tax Returns req uired to 
be filed with respect to the Purchased Assets 	into account any extension of time to file 
granted or obtained with respect to such entity); (ii) all such Tax Returns are complete and 
accurate; and (iii) all income and other material Taxes due, regardless of whether shown on a 
filed Tax Return, have been timely paid. 
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(b) No Tax audits, investigations or administrative or judicial proceedings are 
pending or in progress or, to Sellers' Knowledge, have been threatened in writing with respect to 
the Purchased Assets or the Non-Debtor Subsidiaries. 

(c) Each of Sellers and the Non-Debtor Subsidiaries has complied in all 
material respects with all Applicable Laws relating to the payment and withholding of Taxes and 
has duly and timely withheld and paid over to the appropriate Taxing Authorities all amounts 
required to be so withheld and paid over under all Applicable Laws. 

(d) No Seller or any Subsidiary of a Seller has been party to any "listed 
transaction" as defined in Treasury Regulation Section 1.6011-4 or subject to any similar 
provision of state, local or foreign Law. 

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

(f) No Seller is a foreign person within the meaning of Section 1445 of the 
Code. 

(g) No agreement, waiver or other document or arrangement extending or 
having the effect of extending the period for assessment or collection of Taxes (including, but 
not limited to, any applicable statute of limitations) or the period for filing any Tax Return, has 
been executed or filed with any Taxing Authority by or on behalf of any of the Non-Debtor 
Subsidiaries. 

(h) No power of attorney with respect to any Tax matter is currently in force 
with respect to the Purchased Assets, the Business or any of the Non-Debtor Subsidiaries that 
would, in any manner, bind, obligate, or restrict Purchaser. 

(i) No Tax elections have been made with respect to the Purchased Assets or 
the Business or by any Non-Debtor Subsidiary that would, in any manner, bind, obligate or 
restrict Purchaser. 

(j) Other than with respect to customary provisions related to a Tax pass-
through, employee gross-up or other similar arrangements entered into in the Ordinary Course of 
Business, no Tax allocation, Tax sharing or Tax indemnity or similar agreement or arrangement 
is currently in effect with respect to the Purchased Assets or the Business or by any Non-Debtor 
Subsidiary that would, in any manner, bind, obligate or restrict Purchaser. 

	

Section 5.9 	 Real Property. 

	

(a) 	Schedule 5.9(a) sets forth a complete list of all material real property and 
interests in real property owned by Sellers and the Non-Debtor Subsidiaries that is necessary for, 
used or held for use in connection with the operation and conduct of the Business (individually, 
an "Owned Property" and collectively, the "Owned Properties"). Each of Sellers and the Non-
Debtor Subsidiaries has good and marketable (or, to the extent located in Texas, indefeasible) fee 
title to all Owned Properties, free and clear of all Liens of any nature whatsoever except (i) as set 
forth on Schedule 5.9(a), (ii) matters that are disclosed in the relevant title policy and survey for 
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such Owned ; :., Property, (iii) Permitted Liens and (iv) zoning, planning and other limitations 
and restrictions of record, none of which would reasonably be expected to have, individually or 
in the aggregate, a material impact on the use or operation of any such Owned Property or 
prevent or materially limit the continued use and operation of the Owned Properties as currently 
owned and operated. Except as set forth on Schedule 5.9(a), the Owned Properties are not 
subject to any leases or tenancies or other rights of occupancy. Neither Seller nor any Non-
Debtor Subsidiary has received notice that any of the improvements comprising the Owned 
Properties or the business conducted by Sellers or any Non-Debtor Subsidiaries thereon is in 
violation of any building line, use or occupancy restriction, limitation, easement, condition or 
covenant of record. To Sellers' Knowledge, there are no physical defects in the buildings or 
other facilities or machinery or equipment located at any of the Owned Properties which would 
interfere with the use and operation of the Owned Properties as currently used and operated, 
other than with respect to such defects as would not reasonably be expected to have, individually 
or in the aggregate, a Seller Material Adverse Effect. 

(b) Schedule 59(b) sets forth a complete list of all material real property and 
interests in real property leased by Sellers or any Non-Debtor Subsidiaries (individually, a "Real 
Property Lease" and collectively, the "Real Property Leases") as lessee or lessor. Sellers have 
provided Purchaser with, or access to, true, correct, accurate and complete copies of all leases 
and other instruments and agreements together with all amendments, modifications, 
supplements, and restatements thereto, if any, pertaining to the Real Property Leases. To 
Sellers' Knowledge, there are no physical defects in the buildings or other facilities or machinery 
or equipment located at any of the properties subject to any of the Real Property Leases which 
would interfere with the continued use and operation of the properties subject to the Real 
Property Leases as currently used and operated, other than with respect to such defects as would 
not reasonably be expected to have, individually or in the aggregate, a Seller Material Adverse 
Effect. 

(c) Except as disclosed in Schedule 5.9(c), neither Seller nor any Non-Debtor 
Subsidiary has granted to any other Person any rights, adverse or otherwise, under such Real 
Property Lease, or sublet, assigned or otherwise conveyed all or any portion of the premises 
demised under the Real Property Lease or Real Property Lease to any other Person. 

Section 5.10 	 Tangible Personal Property; Capital Leases. 

(a) Schedule 5.10 sets forth all leases of personal property ("Personal 
Property Leases") involving annual payments in excess of $50,000 relating to personal property 
used by Sellers or any of the Non-Debtor Subsidiaries in connection with the Business or to 
which any Seller or any Non-Debtor Subsidiary is a party or by which the properties or assets of 
any Seller or any Non-Debtor Subsidiary are bound. 

(b) Schedule 5.10 sets forth all capital leases ("Capital Leases") involving 
annual payments in excess of $50,000 relating to property used by Sellers or any of the Non-
Debtor Subsidiaries in connection with the Business or to which any Seller or any Non-Debtor 
Subsidiary is a party or by which the properties or assets of any Seller or any Non-Debtor 
Subsidiary are bound. 
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(c) 	Sellers and the Non-Debtor Subsidiaries have a valid and enforceable 
leasehold interest under each of the Personal Property Leases and Capital Leases under which 
each is a lessee, subject to applicable bankruptcy, insolvency, reorganization, moratorium and 
similar laws affecting creditors' rights and remedies generally and subject, as to enforceability, 
to general principles of equity (regardless of whether enforcement is sought in a proceeding at 
law or in equity). Each of the Personal Property Leases and Capital Leases is in full force and 
effect. 

(d) 	All personal property of Sellers and the Non-Debtor Subsidiaries 
(including personal property subject to Personal Property Leases) and all property of Sellers or 
any of the Non-Debtor Subsidiaries subject to Capital Leases, other than any Excluded Asset, is 
(i) in good operating condition and repair (ordinary and reasonable wear and tear excepted), and 
(ii) suitable for the purposes for which it is currently used. 

(e) 	None of Sellers nor any of the Non-Debtor Subsidiaries has leased or 
subleased to any other Person any property that is subject to a Personal Property Lease or a 
Capital Lease. None of Sellers nor any of the Non-Debtor Subsidiaries has assigned to any other 
Person its interest under any lease or sublease with respect to any property subject to a Personal 
Property Lease or Capital Lease. The rental set forth in each lease or sublease of any item or 
distinct group of personal property of each Seller or each Non-Debtor Subsidiary is and 
immediately after the Closing will be the actual rental being paid by such Seller or such Non-
Debtor Subsidiary and there are and immediately after the Closing will be no separate 
agreements or understandings in respect thereof. 

Section 5.11 	 Intellectual Property. 

(a) Schedule 5.1 l(a) sets forth a true and complete list of all material 
issuances and registrations and material applications for issuance or registration included in the 
Purchased Intellectual Property. 

(b) Schedule 5.11(b) sets forth a true and complete list of (i) all material 
written Intellectual Property Licenses that are Purchaser Assumed Contracts and (ii) to Sellers' 
Knowledge, all material oral Intellectual Property Licenses that are Purchaser Assumed 
Contracts, regardless of whether such Intellectual Property 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): 

(i) A Seller or one of its Subsidiaries owns all Intellectual Property 
listed on Schedule 5.11(a) and has valid rights in and to, including rights to use, publish, and 
perform, as applicable, all other Business Intellectual Property included in the Purchased Assets 
as such Business Intellectual Property is used in the Ordinary Course of Business, in each case, 
free and clear of all Liens other than Permitted Liens and Intellectual Property Licenses. 

(ii) The Purchased Intellectual Property is not the subject of any 
ownership, validity, use, or enforceability challenge or claim received by Sellers in writing or, to 
Sellers' Knowledge, any outstanding Order restricting the use by Sellers or any of their 
Subsidiaries thereof or adversely affecting any of the rights of Sellers or any of their Subsidiaries 
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thereto, except as would not reasonably be expected to have, individually or in the aggregate, a 
Seller Material Adverse Effect. 

(iii) No Seller has received any written notice of any default or any 
event that with notice or lapse of time, or both, would constitute a default under any Intellectual 
Property License that is a Purchaser Assumed Contract and to which any Seller is a party or by 
which it is bound, except for defaults that would not reasonably be expected to have, 
individually or in the aggregate, a Seller Material Adverse Effect. To Sellers' Knowledge, no 
Person is violating any Purchased Intellectual Property or Business Intellectual Property 
exclusively licensed to any Seller or any of its Subsidiaries under an Intellectual Property 
License that is a Purchaser Assumed Contract, except for violations that would not reasonably be 
expected to have, individually or in the aggregate, a Seller Material Adverse Effect. 

(iv) To Sellers' Knowledge, (A) no Seller nor any of its Subsidiaries is 
violating, and since September 23, 2010, has violated, any Intellectual Property rights of any 
other Person and (B) there are no Actions or Legal Proceedings, pending or threatened, 
concerning any claim that Sellers or any of their Subsidiaries have infringed, diluted, 
misappropriated, or otherwise violated any Intellectual Property rights of any other Person, in 
each case, except as would not reasonably be expected to have, individually or in the aggregate, 
a Seller Material Adverse Effect. 

(v) Sellers and their Subsidiaries have used commercially reasonable 
efforts to protect the confidentiality of any material Trade Secrets and other material confidential 
and proprietary information included in the Purchased Assets. 

Section 5.12 	 Material Contracts. 

(a) 	Schedule 5.12(a) sets forth all of the following Contracts to which any 
Seller or any Non-Debtor Subsidiary is a party or by which any Seller or any Non-Debtor 
Subsidiary is bound in connection with the Business or by which the Purchased Assets may be 
bound or affected and that are Purchaser Assumed Contracts (collectively, the "Material 
Contracts"): 

(i) Contracts with any Affiliate or current or former officer or director 
of any Seller or any of its Subsidiaries or any Non-Debtor Subsidiaries; 

(ii) Contracts pursuant to which a Seller or any of its Subsidiaries or 
any Non-Debtor Subsidiary grants to any Person any franchise rights or rights to represent a 
Seller or any Non-Debtor Subsidiary with respect to any product, or act as agent for any Seller or 
any Non-Debtor Subsidiary in connection with the marketing, distribution or sale of any 
Business product; 

(iii) Contracts with any labor union or association representing any 
employees of any Seller or any Non-Debtor Subsidiary; 

(iv) Contracts for the sale of any of the assets of the Business, other 
than in the Ordinary Course of Business; 
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(v) Contracts relating to the acquisition by any Seller or any of its 
Subsidiaries, or any Non-Debtor Subsidiary of any operating business or the capital stock of any 
other Person; 

(vi) Contracts containing a covenant that restricts a Seller or any 
Affiliate of a Seller or any Non-Debtor Subsidiary from engaging in any line of business, 
conducting the Business in any geographic area, competing with any Person or hiring any 
Person; 

(vii) Contracts relating to incurrence of Indebtedness or the making of 
any loans, in each case involving amounts in excess of $100,000; 

(viii) Contracts relating to a joint venture of the Business, any Seller or 
any of its Subsidiaries or any Non-Debtor Subsidiaries; 

(ix) Contracts which involve the expenditure of more than $100,000 in 
the aggregate or require performance by any party more than one year from the date hereof that, 
in either case, are not terminable by a Seller or any Non-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 23, 2009, by and 
between NCR Corporation and Blockbuster Inc.; 

(xii) Contracts providing for severance, retention, change in control or 
similar payments; and 

(xiii) Contracts for the employment of any individual on a full-time, 
part-time or consulting or other basis providing annual compensation in excess of $100,000. 

(b) 	Each of the Material Contracts is in full force and effect and is the legal, 
valid and binding obligation of Sellers or a Non-Debtor Subsidiary, enforceable against them in 
accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium and similar laws affecting creditors' rights and remedies generally and subject, as to 
enforceability, to general principles of equity (regardless of whether enforcement is sought in a 
proceeding at law or in equity). Sellers have good and valid title to the Material Contracts, free 
and clear of all Liens (other than Permitted Liens). Sellers have delivered or otherwise made 
available to Purchaser true, correct and complete copies of all of the Material Contracts, together 
with all amendments, modifications or supplements thereto. 

Section 5.13 	Employee Benefits . 

(a) Schedule 5.13(a)  separately lists: (i) all material Debtor Benefit Plans and 
(ii) all material Non-Debtor Benefit Plans. 

(b) True, correct and complete copies of each of the material Employee 
Benefit Plans and with respect to each Non-Debtor Benefit Plan the following documents (as 



applicable) have been made available to Purchaser (i) the most recent annual report or similar 
document filed with any Governmental Authority, (ii) the most recent financial statement and 
actuarial valuation, (iii) the most recent IRS determination letter or other governmental 
registration, and (iv) the most recent summary plan descriptions (including letters or other 
documents updating such descriptions). 

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

(d) Except as disclosed on 	 each of the Non-Debtor Benefit 
Plans has been administered in all material respects in compliance with its terms and all 
Applicable Laws and, with respect to each such Non-Debtor Benefit Plan, (i) all employer and 
employee contributions required by Law or by the terms of the plan have been made, or, if 
applicable, accrued, in accordance with normal accounting practices; (ii) if they are intended to 
be funded andlor book-reserved, the fair market value of the assets of each funded plan, or the 
book reserve established for each plan, together with any accrued contributions, is sufficient to 
procure or provide for the accrued benefit obligations with respect to all current and former 
participants in such plan according to the actuarial assumptions and valuations most recently 
used to account for such obligations in accordance with applicable generally accepted accounting 
principles; and (iii) it has been registered as required and has been maintained in good standing 
with applicable regulatory authorities. 

(e) Except as disclosed on 	 there are no judicial or 
governmental proceedi s pending or, to Sellers' Knowledge, threatened with respect to any 
Non-Debtor Benefit Plan other than claims for benefits thereunder in the ordinary cour o. 

(H 	Neither the execution and delivery of this Agreement nor the 
consummation of the transactions contemplated hereby will (i) result in any payment becoming 
due to any Employee of any Seller; (ii) increase any benefits otherwise payable under any 
Employee Benefit Plan; or (iii) result in the acceleration of the time of payment or vesting of any 
such benefits, in each case, that would be required to be satisfied by Purchaser following the 
Closing. 

Section 5.14 	 Labor. 

(a) Except as set forth on 	 none of Sellers, the Non-Debtor 
Subsidiaries or any of the Debtor Subsidiaries is a party to any labor or collective bargaining 
agreement. 

(b) Except as set forth on 	 there are no (i) strikes, work 
stoppages, work slowdowns or lockouts pending or, to Sellers' Knowledge, threatened againstor 
involving Seller, any of the Non-Debtor Subsidiaries or any of the Debtor Subsidiaries, or (ii) 
unfair labor practice charges, grievancesorcomplaint 	or, to Sellers' Knowledge, 
threatened by or on behalf of any employee or group of employees of Seller any of the Non-
Debtor Subsidiaries or any of the Debtor Subsidiaries, except in each case as would not have a 
Seller Material Adverse Effect. 
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Section 5.15 	 Litigation. Except (a) as set forth on Schedule 5.15 , (b) for 
matters before the Bankruptcy Court involving Sellers or any of their Affiliates, and (c) any 
matters that will otherwise be resolved by the Sale Order without any Liability or restriction 
applicable to Purchaser or the Purchased Assets, there are no Legal Proceedings pending or, to 
Sellers' Knowledge, threatened against any Seller or any of its Subsidiaries, or relating to the 
Business or any of the Purchased Assets or Assumed Liabilities, before any Governmental 
Authority, which, if adversely determined, would reasonably be expected to have, individually or 
in the aggregate, a Seller Material Adverse Effect. 

Section 5.16 	 Compliance with Laws; Permits. 

(a) Except as set forth on Schedule 5.16, since September 23, 2010, Sellers 
and the Non-Debtor Subsidiaries have (i) conducted and continue to conduct the Business in 
accordance with all Applicable Laws and Orders applicable to their respective operations or 
assets or the Business, (ii) complied with and continue to comply with all Laws and Orders 
applicable to the Purchased Assets and the Assumed Liabilities, and (iii) are not in violation of 
any such Law or Order, except where the failure to be in compliance would not reasonably be 
expected to have, individually or in the aggregate, a Seller Material Adverse Effect and except 
with respect to Environmental Laws which are addressed in Section 5.17. Neither any Seller nor 
any of its Subsidiaries has received any written notice of or been charged with the violation of 
any Laws and, to Sellers' Knowledge, there are no facts or circumstances that would reasonably 
be expected to give rise to any such violation, except where such violation would not reasonably 
be expected to have, individually or in the aggregate, a Seller Material Adverse Effect. 

(b) Sellers and the Non-Debtor Subsidiaries currently have all Permits which 
are required for the operation of the Business as presently conducted, except where the absence 
of which would not reasonably be expected to have, individually or in the aggregate, a Seller 
Material Adverse Effect. Neither any Seller nor any of its Subsidiaries is in default or violation 
(and no event has occurred which, with notice or the lapse of time or both, would constitute a 
default or violation) of any term, condition or provision of any Permit to which it is a party, and, 
to Sellers' Knowledge, there are no facts or circumstances that would reasonably be expected to 
give rise to any such violation, except where such default or violation would not reasonably be 
expected to have, individually or in the aggregate, a Seller Material Adverse Effect. 

Section 5.17 	 Environmental Matters. 

(a) Except as set forth on Schedule 5.17(a), the operations of Sellers and their 
Subsidiaries are in material compliance with all applicable Environmental Laws and all Permits 
issued pursuant to Environmental Laws or otherwise and no Seller nor any of its Subsidiaries has 
any material Environmental Liabilities or Obligations and no facts exist or events have occurred 
that could reasonably be expected to give rise to any such material Environmental Liabilities or 
Obligations. 

(b) Sellers and their Subsidiaries have obtained all Permits required under all 
applicable Environmental Laws necessary to operate the Business. 



(c) None of Sellers or their Subsidiaries is the subject of any outstanding 
Order or Contract with any Governmental Authority respecting (i) Environmental Laws, (ii) 
Remedial Action or (iii) any Release or threatened Release of a Hazardous Material. 

(d) None of Sellers or their Subsidiaries has received any written 
communication alleging that any Seller or any of its Subsidiaries may be in violation of any 
Environmental Law or any Permit issued pursuant to Environmental Law, or may have any 
Environmental Liabilities or Obligations. 

(e) To Sellers' Knowledge, there are no investigations of the Business, or 
currently or previously owned, operated or leased property of any Seller or any of its 
Subsidiaries pending or, to Sellers' Knowledge, threatened which would reasonably be expected 
to result in the imposition of any material liability pursuant to any Environmental Law. 

Section 5.18 	 Accounts and Notes Receivable and Payable. 

(a) All accounts and notes receivable of Sellers and the Non-Debtor 
Subsidiaries have arisen from bona fide transactions in the Ordinary Course of Business 
consistent with past practice and are payable on ordinary trade terms, are properly reflected on 
Sellers' and the Non-Debtor Subsidiaries' books and records and properly reserved for with 
respect to doubtful accounts, all in accordance with GAAP. 

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

Section 5.19 	 Insurance. Set forth on Schedule 5.19 is a list of all material 
policies of insurance by which the Purchased Assets and the Non-Debtor Subsidiaries are 
covered as of the date hereof. Except as set forth on Schedule 5.19, all such policies are in full 
force and effect and there are no material claims pending as of the date hereof under any of such 
policies where underwriters have reserved their rights or disclaimed coverage under such policy 
with such exceptions that would not reasonably be expected to have, individually or in the 
aggregate, a Seller Material Adverse Effect. 

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

Section 5.21 	 No Other Representations or Warranties: Schedules. Except 
for the representations and warranties contained in this Article V (as modified by the Schedules 
hereto), no Seller nor any other Person makes any express or implied representation or warranty 
with respect to Sellers, their Subsidiaries, the Business, the Purchased Assets, the Assumed 
Liabilities or the transactions contemplated by this Agreement, and Sellers disclaim any other 
representations or warranties, whether made by Sellers, any Affiliate of Sellers or any of their 
respective officers, directors, employees, agents or representatives. Except for the 
representations and warranties contained in this Article V (as modified by the Schedules hereto), 
Sellers expressly disclaim and negate any representation or warranty, expressed or implied, at 
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common law, by statute, or otherwise, relating to the condition of the Purchased Assets 
(including any implied or express warranty of merchantability or fitness for a particular 
purpose). Sellers make no representations or warranties to Purchaser regarding the probable 
success or profitability of the Business. 

ARTICLE VI 

REPRESENTATIONS AND WARRANTIES OF PURCHASER 

Purchaser hereby represents and warrants to Sellers as follows: 

	

Section 6.1 	 Organization and Good Standing. Purchaser is a limited 
liability company duly organized, validly existing, in good standing and duly qualified to 
transact business under the laws of the State of Delaware and has the requisite power and 
authority to own, lease and operate its properties and to carry on its business as now conducted. 

	

Section 6.2 	 Authorization of Agreement. Purchaser has all requisite 
power, authority and legal capacity to execute and deliver this Agreement, the other Transaction 
Documents and each other agreement, document, instrument or certificate contemplated by this 
Agreement or to be executed by Purchaser in connection with the consummation of the 
transactions contemplated hereby and thereby (the "Purchaser Documents"), to perform its 
obligations hereunder and thereunder and to consummate the transactions contemplated hereby 
and thereby. The execution, delivery and performance by Purchaser of this Agreement and each 
Purchaser Document have been duly authorized by all necessary limited liability company action 
on behalf of Purchaser. This Agreement has been, and each Purchaser Document will be at or 
prior to the Closing, duly executed and delivered by Purchaser and (assuming the due 
authorization, execution and delivery by the other parties hereto and thereto) this Agreement 
constitutes, and each Purchaser Document when so executed and delivered will constitute, the 
legal, valid and binding obligations of Purchaser, enforceable against Purchaser in accordance 
with their respective terms, subject to applicable bankruptcy, insolvency, reorganization, 
moratorium and similar laws affecting creditors' rights and remedies generally, and subject, as to 
enforceability, to general principles of equity, including principles of commercial 
reasonableness, good faith and fair dealing (regardless of whether enforcement is sought in a 
proceeding at law or in equity). 

	

Section 6.3 	 No Violation: Consents. 

	

(a) 	None of the execution and delivery by Purchaser of this Agreement or the 
Purchaser Documents, the consummation of the transactions contemplated hereby or thereby, or 
the compliance by Purchaser with any of the provisions hereof or thereof will conflict with, or 
result in any violation of or default (with or without notice or lapse of time, or both) under, or 
give rise to a right of termination or cancellation under any provision of (i) the certificate of 
formation and operating agreement or comparable organizational documents of Purchaser, (ii) 
any Contract or Permit to which Purchaser is a party or by which Purchaser or its properties or 
assets are bound, (iii) any Order of any Governmental Authority applicable to Purchaser or by 
which any of the properties or assets of Purchaser are bound or (iv) any Applicable Law, except 



in the case of clauses (ii), and (iii) and (iv) as would not reasonably be expected to have, 
individually or in the aggregate, a Purchaser Material Adverse Effect. 

	

(b) 	No consent, waiver, approval, Order, Permit or authorization of, or 
declaration or filing with, or notification to, any Person or Governmental Authority is required 
on the part of Purchaser in connection with the execution and delivery of this Agreement or the 
Purchaser Documents, the compliance by Purchaser with any of the provisions hereof or thereof, 
the consummation of the transactions contemplated hereby or thereby or the taking by Purchaser 
of any other action contemplated hereby or thereby, except for compliance with the applicable 
requirements of the HSR Act, or that would not reasonably be expected to have, individually or 
in the aggregate, a Purchaser Material Adverse Effect. 

	

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

	

Section 6.5 	 Investment Intention . Purchaser is acquiring the Subsidiary 
Shares for its own account, for investment purposes only and not with a view to the distribution 
thereof in violation of the Securities Act of 1933, as amended (the " Securities Act"). Purchaser 
understands that the Subsidiary Shares have not been registered under the Securities Act and 
cannot be sold unless subsequently registered under the Securities Act or an exemption from 
such registration is available. 

	

Section 6.6 	Financial Capability . Purchaser (a) will have at the Closing 
sufficient funds available to pay the Purchase Price and any expenses incurred by Purchaser in 
connection with the transactions contemplated by this Agreement, and (b) will have at the 
Closing the resources and capabilities (financial or otherwise) to perform its obligations 
hereunder. 

	

Section 6.7 	Bankruptcy. There are no bankruptcy, reorganization or 
arrangement proceedings pending against, being contemplated by, or to the knowledge of 
Purchaser, threatened against, Purchaser. 

	

Section 6.8 	 Financial Advisors . Except as set forth on  Schedule 6.8 , no 
Person has acted, directly or indirectly, as a broker, finder or financial advisor for Purchaser in 
connection with the transactions contemplated hereunder and no Person is entitled to any fee or 
commission or like payment in respect thereof which would be payable by Sellers (other than 
pursuant to the requirement to pay the Reimbursable Expenses). 

	

Section 6.9 	Condition of the Business . Notwithstanding anything 
contained in this Agreement to the contrary, Purchaser acknowledges and agrees that no Seller is 
making any representations or warranties whatsoever, express or implied, beyond those 
expressly given by Sellers in  Article V  hereof (as modified by the Schedules hereto as 
supplemented or amended in accordance with  Section 8.11 ), and Purchaser acknowledges and 
agrees that, except for the representations and warranties contained therein, the Purchased Assets 
are being transferred on a "where is" and, as to condition, "as is" basis. Purchaser further 

49 



represents that no Seller or any of its Affiliates or any other Person has made any representation 
or warranty, express or implied, as to the accuracy or completeness of any information regarding 
Sellers or any of their Subsidiaries, the Business or the transactions contemplated by this 
Agreement not expressly set forth in this Agreement, and no Seller, any of their Affiliates or any 
other Person will have or be subject to any liability to Purchaser or any other Person resulting 
from the distribution to Purchaser or its Representatives or Purchaser's use of, any such 
information, including any confidential memoranda distributed on behalf of Sellers relating to 
the Business or other publications or data room information provided to Purchaser or its 
representatives, in connection with the sale of the Business and the Transactions. Purchaser 
acknowledges that it has conducted to its satisfaction its own independent investigation of the 
Business and, in making the determination to proceed with the Transactions, Purchaser has relied 
on the results of its own independent investigation. 

ARTICLE VII 

•_ ►  .44siaKw&Es1u 1 	II 4 

	

Section 7.1 	 Competing Transaction. 

(a) This Agreement is subject to approval by the Bankruptcy Court and the 
consideration by Sellers of higher or better competing bids, including, in consideration of any 
sale, transfer, liquidation or disposition of the Business or assets of Sellers or their Subsidiaries, 
or a plan of reorganization or liquidation with respect to the Business or assets of Sellers and 
their Subsidiaries (each a "Competing Bid"). From the date hereof (and any prior time) and until 
the earlier of (i) the consummation of the Transactions and (ii) the conclusion of any bid 
process described in the Bidding Procedures Order, Sellers are permitted to cause their 
representatives and Affiliates to initiate contact with, solicit or encourage submission of any 
inquiries, proposals or offers by, any Person (in addition to Purchaser and its Affiliates, agents 
and representatives) in compliance with the Bidding Procedures Order in connection with any 
sale or other disposition of the Purchased Assets and the Business. In addition, Sellers shall 
have the responsibility and obligation to respond to any inquiries or offers to purchase all or any 
part of the Purchased Assets or the Business and perform any and all other acts related thereto 
which are required under the Bankruptcy Code or other Applicable Law, including supplying 
information relating to the Business and the assets of Sellers and its Subsidiaries to prospective 
purchasers. 

(b) Sellers shall not and shall not permit any of their Subsidiaries to furnish 
information concerning Sellers, the Non-Debtor Subsidiaries, the Business, or the properties or 
assets of Sellers or their Subsidiaries to any third party, except (i) in the Ordinary Course of 
Business, (ii) to any Governmental Authority, or (iii) pursuant to a confidentiality agreement 
entered into between any Seller and such third party. Sellers shall use commercially reasonable 
efforts to promptly provide, or identify and make available to Purchaser any non-public 
information concerning Sellers, the Non-Debtor Subsidiaries, the Purchased Assets or the 
Business provided to any other Person after the date hereof which was not previously provided 
to Purchaser. 
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N 	Following the date of the entry of the Sale Order approving this 
Agreement and until such time as this Agreement has been terminated in accordance with its 
express terms, Sellers shall not, nor shall any of thei Subsidiaries authorize or permit any 
Representative of any Seller to, (i) directly or indirectly solicit, initiate or encourage the 
submission of any offer or proposal concerning any Competing Bid, or (ii) directly or indirectly 
participate in any discussions or negotiations regarding, or famish to any Person any information 
with respect to, or take any other action to facilitate the making of any proposal or expression of 
interest that constitutes or is reasonably likely to lead 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 second Business Day thereafter), 
Sellers shall file with the Bankruptcy Court the Sale Motion seeking entry of the Sale Order and 
the Bidding Procedures Order. Purchaser agrees that it will promptly take such actions as are 
reasonably requested by Sellers to assist in obtaining entry of the Sale Order and the Bidding 
Procedures Order and a finding of adequate assurance of future performance by Purchaser, 
including furnishing affidavits or other documents or information for filing with the B 	y 
Court for the purposes, among others, of providing necessary assurances of performance by 
Purchaser under this Agreement and demonstrating that Purchaser is a "good faith" purchaser 
under section 363(m) of the B 	tcy Code. In the event the entry of the Sale Order or the 
Bidding Procedures Order shall be appealed, Sellers and Purchaser shall use their respective 
reasonable best efforts to defend such appeal. Sellers shall not amend, supplement, or modify, or 
cause to be amended, supplemented or modified, the Sale Order and/or the Bidding Procedures 
Order, in any manner adverse to Purchaser without Purchaser's prior written consent (which 
consent may be withheld in Purchaser's sole discretion). 

ARTICLE VIII  

COVENANTS 

Section 8.1 	 Access to Information. Sellers agree that prior to the Closing 
Date, Purchaser shall be entitled, through its officers, employees and Representatives, to (a) 
make such investigation of the properties, businesses and operations of th Business and (b) 
make such examination of the books and records of the Business, the Non-Debtor Subsidiaries, 
the Purchased Assets and the Assumed Liabilities as Pur haser reasonably requests and to make 
extracts and copies of such books and records. Any such investigation and examination shall be 
conducted during regular business hours upon reasonable advance notice and under reasonable 
circumstances and Sellers and their Subsidiaries shall cooperate fully therein. Purchaser and its 
Representatives shall cooperate with Sellers and their Representatives and shall use their 
reasonable efforts to minimize any disruption to the Business in connection with such 
investigation and examination. Notwithstanding anything herein to the contrary, no such 
investigation or examination shall be permitted to the extent that it would require Sellers or any 
of their Subsidiaries to disclose information subject to attorney-client privilege or conflict with 
any confidentiality obligations to which such Seller or any of its Subsidiaries is bound. With 
respect to any material vendor or other strate 'c partner of Sellers and their Subsidiaries that 
Purchaser desires to contact prior to Closing, Purchaser shall consult with Sellers and, so long as 
in Sellers' reasonable judgmentnt such contact would not be materially detrimenta to the 
Business, Sellers and their Subsidiaries shall promptly seek and use commercially reasonable 
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efforts to arrange appropriate meetings and telephone conferences with such parties. No 
investigation by Purchaser prior to or after the date of this Agreement shall diminish or obviate 
any of the representations, warranties, covenants or agreements of Sellers and the Non-Debtor 
Subsidiaries contained in this Agreement or the Seller Documents. In order that Purchaser may 
have full opportunity to make such physical, business, accounting and legal review, examination 
or investigation as it may reasonably request of the affairs of Sellers and their Subsidiaries, 
Sellers shall cause the officers, employees, consultants, agents, accountants, attorneys and other 
representatives of Sellers and their Subsidiaries to cooperate fully with such representatives in 
connection with such review and examination. Sellers shall promptly deliver to Purchaser all 
pleadings, motions, notices, statements, schedules, applications, reports and other papers filed in 
any other judicial or administrative proceeding as Purchaser may reasonably request. 

	

Section 8.2 	 Conduct of the Business Pending the Closing . 

	

(a) 	Prior to the Closing, except (1) as set forth on  Schedule 8.2(a) , (2) as 
required by Applicable Law or by Order of the Bankruptcy Court, (3) as otherwise expressly 
contemplated by this Agreement, or (4) with the prior written consent of Purchaser (which 
consent shall not be unreasonably withheld, delayed or conditioned), Sellers shall, and shall 
cause their Subsidiaries to: 

(i) conduct the Business only in the Ordinary Course of Business 
(other than Store Closing Liquidations in accordance with this Agreement) and comply with the 
Cash Flow Budget in all material respects; 

(ii) use their commercially reasonable efforts to (A) preserve the 
present business operations, organization and goodwill of the Business, and (B) preserve the 
present relationships with Persons having business dealings with Sellers and their Subsidiaries 
(including customers and suppliers of the Business); 

(iii) (A) maintain the books, accounts and records of Sellers and their 
Subsidiaries in the Ordinary Course of Business, (B) continue to operate billing procedures and 
collect accounts receivable utilizing normal procedures and without discounting or accelerating 
payment of such accounts, (C) subject to compliance with the Cash Flow Budget, pay accounts 
payable and comply with all contractual and other obligations applicable to the operation of the 
Business, and (D) not permit any material change in any pricing, investment, accounting, 
financial reporting, inventory, credit, allowance or Tax practice or policy of Sellers or the Non-
Debtor Subsidiaries that would adversely affect any of the Non-Debtor Subsidiaries; 

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

(v) subject to any confidentiality restrictions which apply to Sellers or 
their Subsidiaries, use commercially reasonable efforts to consult in good faith from time to time 
with the Representatives of Purchaser to report cash flow results of the Business, material 

52 



operational developments as they arise,  the general status of ongoing operations of the Business 
and with respect to the Store Closing Liquidations; 

(vi) other than in the Ordinary Course of Business or in connection 
with any liquidations or going out of business sales, maintain the Purchased Assets and asset of 
the Non-Debtor Subsidiaries in their current condition, ordinary wear and tear excepted; 

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

(viii) maintain in full force and effect until the Closing insurance upon 
all of the Purchased Assets and the assets of the Non-Debtor Subsidiaries in such amountsand of 
such kinds comparable to that in effect on the date of this Agreement; and 

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

(b) 	Except (1) as set forth on 	 (2) as required by Applicable 
Law or Order of the Bankruptcy Court, (3) as otherwise contemplated by this Agreement, (4) as 
permitted or contemplated by the Cash Flow Budget, or (5) with the prior written consent of 
Purchaser (which consent shall not be unreasonably withheld or delayed), Sellers shall not, and 
shall not permit their Subsidiaries to: 

/D 	other than with respect to payments made in the Ordinary Course 
nf Business oou "payment neutral" basis (i.o., payments tovcodor vvi~brcspectto*~+~ 

 of 	4***i revenue sharing arrangements or 
o1b~zwioe) or as otherwise permitted by the Cash Flow 

make any payments to any studio vendors or with 
respect to any Studio Contract; 

(ii) (A) increase the compensation of any of their respective 
employees, (B) grant any bonus, benefit or other direct or indirect compensation to any director 
or employee, (C) increase the coverage or benefits available under (or create any new or 
otherwise amend) any Employee Benefit Plan or (D) enter into any employment, deferred 
compensation, severance, consulting, non-competition or similar agreement (or amend any such 
agreement) to which any Seller or any of its Subsidiaries is a party or involving a director or 
executive officer of any Seller or any of its Subsidiaries, except, in each case, as required by 
Applicable Law from time to time in effect; 

(iii) (A) make, change or rescind any material election relating to 
Taxes, (B) settle or compromise any material claim, action, suit, litigation, proceeding, 
arbitration, investigation, audit or controversy relating to Taxes, or (C) except as may be 
required by Applicable Law or GAAP, make any material change to any of its methods of 
accounting for Tax purposes from those employed in the preparation of its most recent Tax 
Returns; 
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(iv) subject any of the Purchased Assets or the asset of a Non-Debtor 
Subsidiary to any Lien, except for Permitted Liens and except for non-exclusive licenses under 
any Purchased Intellectual Property or any Intellectual Property owned by any Non-Debtor 
Subsidiary granted in the Ordinary Course of Business; 

(v) acquire any material properties or assets that would be Purchased 
Assets or assets of a Non-Debtor Subsidiary or, except for the purpose of disposing of obsolete 
or worthless assets, sell, assign, license, transfer, convey, lease or otherwise dispose of any of the 
Purchased Assets or assets of a Non-Debtor Subsidiary; 

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

(vii) acquire any entity or all or substantially all of the assets of any 
entity or enter into any commitment for capital expenditures in excess of $25,000 for any 
individual commitment and $l0O,0OO for all commitments in the aggregate; 

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

(ix) enter into any Contract for the sale of any Owned Property or the 
sublease with respect to any property subject to a Real Property Lease; 

(x) enter into any transaction or enter into, modify or renew any 
Contract which by reason of its size or otherwise is not in the Ordinary Course of Business; 

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

(xii) terminate, amend, restate, supplement or waive any rights under 
(A) prior0ntbocxpiradi000fPurobanor`sriubtUadooiguote Purchaser Assumed Contracts 
pursuant to Section 2.5 and subject to Sellers' rights under 	 any material contracts 
of Sellers, (B) following the expiration of Purchaser's right to designate Purchaser Assumed 
Contracts, any Purchaser Assumed Contract, (C) any material contract of any Non-Debtor 
Subsidiary or (D) any Permit; 

(xiii) amend its certificate or articles of incorporation, bylaws, or other 
organizational documents or tak any other action if any such am ndment or action would have 
an adverse effect on the ability of Seller to consummate the Transactions or otherwise adversely 
affect the Business or the value, utility or transferability of the Purchased Assets or Subsidiary 
Shares; 

(xiv) issue, and Sellers shall use their reasonable efforts to prohibit any 
of their franchisees and franchisees of Non-Debtor Subsidiaries from issuing, to any customers 
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or Employees any gift cards, gift certificates, vouchers, discounts or any other offers that may be 
redeemable for cash or any inventory offered by the Business following the Closing Date; 

(xv) other than with respect to customary advances for expenses to 
Employees in the Ordinary Course of Business, make any loan or advance to any Person; 

(xvi) engage in any transaction with respect to the Business with any 
officer, director or Affiliate of Sellers or their Subsidiaries; 

(xvii) incur or assume any Indebtedness; 

(xviii) enter into or agree to enter into any merger or consolidation with 
any corporation or other entity, and not engage in any new business or invest in, make a loan, 
advance or capital contribution to, or otherwise acquire the securities of, any other Person; 

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

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

(xxi) honor or redeem (or in any way use assets of Sellers' bankruptcy 
estate in connection with the honoring or redemption of) any gift cards that are outstanding on, 
or issued subsequent to, the date hereof, except to the extent honored andlor redeemed pursuant 
to a program for which Purchaser provides, in its sole discretion, its prior written consent upon 
and following the date that is forty-five (45) days (or such longer period as required by 
applicable state or local regulations) after the date hereof;  provided, , that for the avoidance of 
doubt, this  Section 8.2(b)(xxi)  shall not restrict Sellers' right to honor or redeem gift cards prior 
to the expiration of such 45-day period (or, to the extent applicable, such longer period as 
required by applicable state or local regulations); 

(xxii) issue any equity in any of the Non-Debtor Subsidiaries, or 
securities or rights that by their terms may be exercised 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 their 
Subsidiaries to use) commercially reasonable efforts, and Purchaser shall cooperate with Sellers, 
to obtain at the earliest practicable date all consents and approvals required to consummate the 
Transactions, including the consents and approvals referred to in  Section 5.4(b) ;  provided , 
however, that neither Sellers nor Purchaser shall be obligated to (a) pay any consideration 
therefor to any third party from whom consent or approval is requested, or (b) agree to any 
restrictions on its ability to operate the Business or the Purchased Assets or Non-Debtor 
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Subsidiaries or hold or exercise ownership over the Purchased Assets, or initiate any litigation or 
Legal Proceedings to obtain any such consent or approval. 

	

Section 8.4 	 Appropriate Action; Filings. 

(a) Through the Closing Date, Sellers and Purchaser shall cooperate with each 
other and use (and shall cause their respective Affiliates to use) commercially reasonable efforts: 
(i) to take, or to cause to be taken, all actions, and to do, or to cause to be done, all things 
reasonably necessary, proper or advisable on its part under this Agreement, Applicable Law or 
otherwise to consummate and make effective the Transactions, (ii) to obtain promptly from any 
Governmental Authority any Orders or Permits required to be obtained by Sellers or Purchaser 
or any of their respective Affiliates in connection with the authorization, execution, delivery and 
performance of this Agreement and the consummation of the Transactions, (iii) to promptly 
make all necessary filings and thereafter make any other required submissions with respect to 
this Agreement and prompt consummation of the Transactions required under (A) the HSR Act, 
(B) any notifications or filings required for the Transactions under other applicable Competition 
Laws, and (C) any Applicable Law, (iv) to defend any and all lawsuits and other proceedings by 
or before any Governmental Authority challenging this Agreement or the consummation of the 
Transactions, (v) to cause to be lifted or rescinded any injunction, decree, ruling, order or other 
action of any Governmental Authority adversely affecting the ability of any of the Parties to 
consummate the Transactions, and (vi) to provide prompt notification to the other Party of any 
actions pursuant to clauses (i) — (v) of this Section 8.4(a); provided, however, that nothing in this 
Section 8.4 shall be construed as altering the rights or obligations of Sellers under Section 7.1; 
provided further, subject to Section 8.4(h), that neither Purchaser nor any Seller shall be 
obligated to pay any consideration or incur any costs to obtain any approvals or consents from 
third parties, whether or not they may be necessary, proper or advisable to consummate the 
Transactions. 

(b) As promptly as practicable, but in no event later than five (5) Business 
Days after the date of entry of the Bidding Procedures Order, the Parties shall (i) each file with 
the Federal Trade Commission and the Department of Justice any notifications and report forms, 
together with all required supplemental information, required to be filed under the HSR Act and 
the regulations promulgated thereunder with respect to the Transactions, and request early 
termination of the waiting period with respect to the Transactions and (ii) file any notifications 
or filings required under the Transactions under other applicable Competition Laws. Sellers and 
Purchaser shall consult with each other as to the appropriate time of filing such notifications and 
shall use their reasonable best efforts to make such filings at the agreed upon time, to respond 
promptly to any requests for additional information made by the Federal Trade Commission, the 
Department of Justice or any other Governmental Authority, to cooperate with each other in 
connection with resolving any investigation or other inquiry concerning the Transactions 
commenced by the Federal Trade Commission, the Department of Justice or any other 
Governmental Authority and to cause the waiting periods under the HSR Act to terminate or 
expire at the earliest possible date after the date of filing. Sellers and Purchaser shall use their 
reasonable best efforts to (i) eliminate every impediment under any Competition Law, including 
taking all actions necessary to obtain any necessary approval under applicable Competition Laws 
and resisting in good faith any assertion that the Transactions contemplated hereby constitute a 
violation of the Competition Laws, and (ii) otherwise resolve all such objections, if any, as may 
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be asserted by any Governmental Authority so as to enable the Closing to occur as soon as 
reasonably possible, all to the end of expediting the consummation of the Transactions 
contemplated hereby. In connection with seeking the foregoing approvals, none of Purchaser or 
Sellers or their respective Affiliates shall be required to, and Sellers (other than Parent) may not, 
without the prior written consent of Parent, become subject to, consent to, or offer or agree to, or 
otherwise take any action with respect to, any requirement, condition, limitation, understanding, 
agreement or order to (i) sell, license, assign, transfer, divest, hold separate or otherwise dispose 
of any assets, business or portion of business of Purchaser, Sellers, Non-Debtor Subsidiaries, or 
any of their respective Affiliates in any manner, (ii) conduct, restrict, operate, invest or otherwise 
change the assets, business or portion of business of Purchaser, Sellers, Non-Debtor Subsidiaries, 
or any of their respective Affiliates in any manner, or (iii) impose any restriction, requirement or 
limitation on the operation of the business or portion of the business of Purchaser, Sellers, Non-
Debtor Subsidiaries or any of their respective Affiliates in any manner. 

(c) 	Through the Closing Date, Sellers shall use (and shall cause their 
Subsidiaries to use) commercially reasonable efforts (subject to receipt of the Sale Order) to 
promptly obtain all necessary consents and approvals for the assignment and assumption of all of 
the Purchaser Assumed Contracts. 

Section 8.5 	 Confidentiality . Purchaser acknowledges that Confidential 
Information (as defined in the Confidentiality Agreement) has been, and in the future will be, 
provided to it in connection with this Agreement, including under  Section 8.1 , and is subject to 
the terms of the confidentiality agreement between Parent and Purchaser, dated as of the date 
hereof (the " Confidentiality Agreement"), the terms of which are incorporated herein by 
reference. Purchaser acknowledges and understands that this Agreement may be made available 
by Sellers to prospective bidders and that such disclosure shall not be deemed to violate any 
confidentiality obligations owing to Purchaser, whether pursuant to this Agreement, the 
Confidentiality Agreement or otherwise. Effective upon, and only upon, the Closing, the 
Confidentiality Agreement shall terminate. Sellers acknowledge that from and after the Closing, 
all non-public information relating to the Business, including, but not limited to the Purchased 
Assets and the Assumed Liabilities, will be valuable and proprietary to Purchaser and its 
Affiliates. Sellers agree that, from and after the Closing, no Seller will and Sellers will cause 
their Subsidiaries not to disclose to any Person any non-public information relating to Purchaser 
and its Affiliates, or the Business, including but not limited to the Purchased Assets, the Non-
Debtor Subsidiaries and the Assumed Liabilities, except as required by Law or as otherwise 
becomes available in the public domain other than through any action by any Seller in violation 
of its obligations under this  Section 8.5 . The provisions of this  Section 8.5  shall survive the 
Closing. 

Section 8.6 	Preservation of Records: Cooperation . Sellers and Purchaser 
shall (and shall cause their Affiliates to) preserve and keep in their possession all records held by 
them on and after the date hereof relating to the Purchased Assets for a period of three (3) years 
or such longer period as may be required by Applicable Law; ( provided ,  however, that in no 
event shall Sellers be required to preserve such records after the Bankruptcy Cases are closed) 
and shall make such records and personnel available to the other Party as may reasonably be 
required by such Party, including in connection with any insurance claims or Legal Proceedings 
involving the Purchased Assets, or any governmental investigations of Sellers or Purchaser or 
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any of their respective Affiliates related to the Purchased Assets or in order to enable Sellers or 
Purchaser or any of their respective Affiliates to comply with their respective obligations 
hereunder and each other agreement, document or instrument contemplated hereby or thereby or 
otherwise; provided, however, that in no event shall either Party be obligated to provide any 
information the disclosure of which would jeopardize any privilege available to such Party or 
any of its Affiliates relating to such information or which would cause such Party or any of its 
Affiliates to breach a confidentiality obligation to which it is bound. Purchaser further 
acknowledges that Sellers shall be entitled to copy any such records, at Sellers' sole cost and 
expense, and to retain copies of such records. After the expiration of any applicable retention 
period, before Purchaser shall dispose of any of such records, at least ninety (90) days' prior 
written notice to such effect shall be given by Purchaser to Sellers or their successors (or a 
Person designated by Sellers) and Sellers or their successors (or a Person designated by Sellers) 
shall have the opportunity (but not the obligation), at their sole cost and expense, to remove and 
retain all or any part of such records as they may in their sole discretion select. In the event 
Sellers wish to destroy any records after the Bankruptcy Cases are closed, before Sellers shall 
dispose of any of such records, at least ninety (90) days' prior written notice to such effect shall 
be given by Sellers to Purchaser or its successors (or a Person designated by Purchaser) and 
Purchaser or its successors (or a Person designated by Purchaser) shall have the opportunity (but 
not the obligation), at its sole cost and expense, to remove and retain all or any part of such 
records as it may in its sole discretion select. 

Section 8.7 	 Publici . Prior to the Closing and without limiting or 
restricting any Party from making any filing with the Bankruptcy Court with respect to this 
Agreement or the Transactions, no Party shall issue any press release or public announcement 
concerning this Agreement or the Transactions without obtaining the prior written approval of 
the other Party, which approval will not be unreasonably withheld or delayed, unless, in the 
reasonable judgment of Purchaser or Sellers, disclosure is otherwise required by Applicable Law 
or by the Bankruptcy Court with respect to filings to be made with the Bankruptcy Court in 
connection with this Agreement or by the applicable rules of the Securities Exchange 
Commission or any stock exchange on which Purchaser or such Seller lists securities, provided 
that the Party intending to make such release shall use its best efforts consistent with such 
Applicable Law or Bankruptcy Court requirement to consult with the other Party with respect to 
the text thereof. After the Closing, the Parties may issue public announcements regarding the 
Transactions so long as such announcements, in the case of announcements made by Sellers, do 
not disclose the specific terms or conditions of this Agreement or any Transaction Document 
except where such terms and conditions have already been disclosed as required by Law, 
applicable stock exchange regulation or in filings that any Seller is required to make in the 
Bankruptcy Court or office of the United States Trustee; provided, however, that the issuing 
party shall use its best efforts to consult with the other party with respect to the text thereof. 

Section 8.8 	 Lease Extensions; Store Liquidations. 

(a)  
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"Liquidation Condition"); provided, however, that the Protected Stores shall not be subject to the 
Liquidation Condition. 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.Ji...f... 	1 y 	lowing....ApilU W A d . 
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(b) 	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 Purchaser Assumed Contract (the 	 Purchaser shall:ijjs 

either (i) designate as a Purchaser Assumed Contract, on or before April 1, 2011, 
the unexpired real property lease pursuant to which such Closing Date Leased Property is leased 

'ul1 	 J1JsgL... j... v 	. 
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 (as so elected, the "Agency Alternative") to have Seller retain, and Seller 
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, 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-~~, i i-+kt,................... .. 

4f'j l:;e h*.................... 	 Sellers shall carry out 
Agency Liquidations at the Closing Date Leased Propertiesjç thtors in nossession under the 
Baulimptcy  Cases. through the end of the Liquidation Period and pursuant to the terms of the 
Agency and License Agreementai4 ,E4 	. 	 :.. 	.. ................................. 
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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 and shall be responsible for the payment of 
the Expenses (as defined in the Agency and License Agreement). 
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Section 8.9 	 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 and 
administrative services then being provided by Sellers with respect to the Business. 

Section 8.10 	Banks. Not less than two (2 ) Business Days prior to the 
Closing, Sellers shall provide to Purchaser a complete and correct list of the names and locations 
of all banks in which any Non -Debtor Subsidiaries have accounts or safe deposit boxes and the 
names of all persons authorized to draw thereon or to have access thereto. 

Section 8.11 	 Supplements to Schedules . Sellers may (i) by written notice 
to Purchaser from time to time prior to the date that is ten (10) days following entry of the 
Bidding Procedures Order , supplement or amend the Schedules provided pursuant to Sections 
5.4, 5.8, 5.9 , 5.110 and 5.19 in connection with any disclosure related to the Non-Debtor 
Subsidiaries , and (ii) in response to any changes or updates to Schedule 1.1(e) by Purchaser, 
supplement or amend the Schedules provided pursuant to Sections 5.4(b) ,  5.15.1 1(b) and 5.12(a. 
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Such supplements or amendments shall be effective to cure and correct, for all purposes, any 
breach of any representation or warranty which would have existed if Sellers had not made such 
supplements or amendments. All references to Schedules that are supplemented or amended 
pursuant to this  Section 8.11  shall be deemed to be a reference to such Schedule as supplemented 
or amended. 

Section 8.12 	Further Assurances . Each Seller and Purchaser shall use its 
commercially reasonable efforts to (i) take all actions necessary or appropriate to consummate 
the Transactions and (ii) cause the fulfillment at the earliest practicable date of all of the 
conditions to their respective obligations to consummate the Transactions. 

Section 8.13 	Payment of Sales Tax Amounts . During the period between 
the date of this Agreement and the Closing Date, Sellers will continue to pay when due and in 
accordance with past practices all sales and use taxes generated in the Ordinary Course of 
Business. On the day immediately prior to the Closing Date, Sellers shall pay to the appropriate 
Taxing Authorities all accrued unpaid sales and use taxes which were generated in the Ordinary 
Course of Business and remain unpaid at such date (the " Closing Sales Tax Payment "). 

Use of Name 

. Sellers hereby agree that 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 set forth in  Schedule 5.11(a)  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. In furtherance thereof, as promptly as 
practicable but in no event later than one hundred twenty (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. 
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ARTICLE IX 

EMPLOYEE AND EMPLOYEE BENEFITS MATTERS; TAX MATTERS 

Section 9.1 

(a) Transferred Employees. At least five (5) days prior to the 
Purchaser shall deliver, in writing individually or generally, an offer of employment 
commencing on the Closi Date and contingent upon the Closing, on an at-will basis 	to 
the extent otherwise expressly agreed in a writing signed by Purchaser and such Employee) and 
on such other terms and conditions as Purchaser may determine, to substantially all of the 
Employees who remain employed by Sellers and are providing services with respect to the 
Purchased Assets immediately prior to the Closing. Such individuals who accept such offer are 
hereinafter referred to as the "Transferred " For the avoidance of doubt, Purchaser 
shall not be required to offer employment to any employees providing services with respect to 
Closing Date Leased Properties as to which Purchaser elects the Agency Alternative and such 
employees shall not be Transferred Employees. 

(b) Standard Procedure. Pursuant to the "Standard Procedure" 	in 
Section 4 of Revenue Procedure 2004-53,2004-2[.B.2O,(i) Purchaser and Seller shall repo~ 
oounrcdccouon~ouuocmoorhu~ousmctfo~bLbezo' (ii) Seller will not be relieved from fili a 
Form W-2 with respect to any Transferred Employees, and (iii) Purchaser will undertake to file 
(or cause to be filed) a Form W-2 for each such Transferred Employee with respect to the portion 
of the year during which such Employees are employed by Purchaser that includes the Closing 
Date, excluding the portion of such year that such Employee was employed by Seller or its 
Subsidiaries. 

Section 9.2 	 Employee Benefits. 

(a) Accrued Vacation. Purchaser shall be responsible for all Liabilities with 
respect to Transferred Employees attributable to thei accrued and unused vacation, sick days 
and personal days through the Closing Date. 

(b) Accrued Wages and Bonus. Purchaser shall assume and pay all accrued 
and unpaid wages of Transferred Employees through the Closing Date. 

(c) Severance. Sellers shall be and remain solely responsible for all severance 
LinbiU~cnood obligsdioommts' under any plan, program, policy or agreement of or with 
Sellers or their Affiliates (other than any Non-Debtor Subsidiaries). 

(d) COBRA. Purchaser shall provide continuation coverage under its group 
medical plan pursuant to ERISA or Section 4980B of the Code to all Employees as of the 
Closing Date and their respective qualified beneficiaries as of the Closing Date, all former 
Employees and their qualified beneficiaries who are entitled to such coverage as of the Closing 
Date under the Employee Benefit Plans, and all other "affected employees" as defined for 
purposes of ERISA and Section 4980B of the Code and their qualified beneficiaries. 
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(e) WARN Act. Within five (5) Business Days after the date hereof, Sellers 
shall provide notice to such Employees of Sellers that they determine, in their sole 
could be entitled to such notice in accordance with the WARN Act or similar state Laws. 

(f) Nothing contained in this Section 9.2 or elsewhere in this Agreement shall  
be construed to prevent the termination of emp 	of any Transferred Employee or any 
change in the employee benefits available to any Transferred Employee. 

Section 9.3 	 Tax Matters. 

(a) Transfer Taxes. All sales, transfer, filing, 
documentary, stamp, 	goods and services and similar Taxes and fees ari 	from or 
associated with the Transactions 	 ), whether levied on Purchaser or 
Sellers, shall be paid by Sellers. Sellers shall prepare at Sellers' expense, with Purchaser's 
cooperation, any necessary Tax Returns and other documentation with respect to any Transfer 
Taxes, and the party required by law to file such Tax Return shall timely do so. 

(b) From the date of this Agreement until the Closing, and taking into account 
Section 8.2(b), each Seller on behalf of itself and its Subsidiaries, shall prepare and file (or 
cause to be prepared and filed) in accordance with past practice and in a timely manner all Tax 
Returns relating to such Seller, each of its Subsidiaries, and the Purchased Assets, that are 
required to be filed on or before the Closing Date (after giving effect to any applicable 
extensions), and shall pay all Taxes re ired to be paid by or on behalf of such Seller, its 
Subsidiaries, and the Purchased Assets on or before th Closing Date; provided, however, that 
Sellers shall deliver to Purchaser (i) a copy of any material Tax Return for a Straddle Period or a 
Pre-Closing Tax Period and shall consider in good faith any comments submitted by Purchaser at 
least ten (10) days prior to the due date for filing such Tax Return (after giving effect to any 
applicable extensions), and (ii) written notice of any material Tax payment obligation for which 
Sellers are liable hereunder at least ten (10) Business Days prior to the date on which such 
payment is re ired to be made. After the Closing, Purchaser shall prepare and file (or cause to 
be prepared and filed) all Tax Returns required to be filed with respect to the Purchased Assets. 
In connection with the foregoing, Sellers shall pay Purchaser, prior to the payment due date, any 
amounts attributable to any Tax obligation which is Sellers' responsibility under 	2.4(e); 
provided, however, that Purchaser shall deliver to Sellers (i) a copy of any material Tax Return 
and shall consider in good faith any comments submitted by Sellers at least ten (10) days prior to 
the due date for fili such Tax Return (after giving effect to any applicable extensions), and (ii) 
written notice of any material Tax payment obligation at least ten (10) Business Days prior to the 
date on which such payment is requiredtoho made. Whenever it is necessary to determine 
liability for Taxes in respect of any Seller, any of its Subsidiaries or the Purchased Assets for a 
Straddle Period, the portion of such Tax which relates to the portion of the Straddle Period 
ending on the Closing Date shall (i) in the case of any Taxes, other than Taxes based upon or 
related to income or receipts, be deemed to be the amount of such Tax for the entire Straddle 
Period multiplied by a fraction, the numerator of which is the number of days in the portion of 
the Straddle Period ending on the Closing Date and the denominator of which is the number of 
days in the entire Straddle Period; and (ii) in the case of any Tax based upon or related to income 
or receipts, be deemed equal to the amount which would be payable on the basis of an interim 
closing of the books as of the end of the Closi Date. The dispute resolution provisions of 
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Section 3.5 should apply in the case of any disagreement with respect to any Tax Returns 
governed under this Section 9.3(b). 

(c) Sellers, at their expense, shall have the right, but not the obligation, to 
control the conduct of the defense of any audit, claim, proceeding, investigation, or other 
controversy relating solely to Taxes ("Tax Claim") for which Sellers are liable pursuant to 
Section 2.4(e); provided, however, that Sellers will not have the right to settle any such Tax 
Claim if the resolution or determination of such Tax Claim is reasonably likely to adversely 
affect Purchaser without first obtaining Purchaser's written consent, such consent to not be 
unreasonably withheld, conditioned or delayed. Purchaser shall control the conduct of all other 
Tax Claims; provided, however, that if such Tax Claim, if successful, could reasonably be 
expected to result in any Tax for which Sellers may be responsible for under this Agreement, 
Purchaser shall (i) promptly notify Sellers in writing of such claim, (ii) notify Sellers of any 
significant deve 	 such claim, (iii) consider in good faith rec 	 of 
Sellers in connection with such claim, and (iv) not settle any such claim without first obtaining 
Sellers' written consent, such consent to not be unreasonably withheld, conditioned or delayed. 

(d) Sellers shall cause any Tax allocation, Tax sharing, or Tax indemnity 
agreement or arrangement (other than this Agreement) between any Non-Debtor Subsidiary and 
any Debtor Subsidiary, or between two Non-Debtor Subsidiaries, to be terminated as of the 
Closing Date (but only as between such subsidiaries, and not any third party), and, after the 
Closing Date, such Non-Debtor Subsidiary shall no longer be bound thereby or have rights or 
liabilities thereunder. 

(e) Sellers acknowledge and agree that no re 	activities shall be 
undertaken by any Seller or any of its Affiliates in connection with the B 	tcy Cases (or 
otherwise) that may produce any material adverse Tax consequences for Purchaser and its 
Affiliates. Upon Purchaser's request, the Parties shall use their reasonable best efforts to 
restructure the transactions contemplated by this Agreement in a Tax-efficient manner. 
Purchaser may, in its sole discretion and #`qpcome, make (or cause to be made) an election under 
8ucdon338(g)oftheCodo(uodaoyoocrcmpood' or similar provision of state or local Law) 
with respect to the acquisition of any Non-Debtor Subsidiary that is treated as an association 
taxable as a corporation for U.S. federal income Tax purposes, provided, however, that such 
election shall not materially adversely effect any of Sellers. 

(f) Sellers, on the one hand, and Purchaser will provide each other with such 
cooperation and information as either of them reasonably may request of the other in filing any 
Tax Return, amended Tax Return or claim for refund, determining a liability for Taxes or a night 
to a refund of Taxes, or partici ating in or conducting any audit or other proceeding in respect of 
Taxes. Such cooperation and information shall include providing copies of relevant Tax Returns 
or portions thereof, together with accompanying schedules, related work papers and documents 
relating to rulings and other determinations by Taxing Authorities. Any information obtained 
under this Section 9.3 shall be kept cmofidoo1imlexcept uo may be otherwise necessary io 
connection with the filing of Tax Returns or claims for refund orin conducting any audit or other 
proceeding.  



(g) 	Any reimbursement 	to be made pursuant to this Agreement shall  
be treated by the Parties as an adjustment to the Cash Purchase Price for all Tax purposes. 

ARTICLE X 

CONDITIONS TO CLOSING 

Section 10.1 	 Conditions Precedent to Obligations of Purchaser. The 
obligation of Purchaser to consummat the transactions c 	batcd by this Agreement is 
subject to the fulfillment, on or priortnUhnClom' Date, of each of the foll i conditions 
(any or all of which may be waived by Purchaser, in its sole discretion, in whole or in part to the 
extent permitted by Applicable Law): 

(a) the representations and warranties of Sellers set forth in this Agreement 
shall be true and correct at and as of the Closing, except to the extent such representations and 
warranties expressly relate to an earlier date (in which case such representations and warranties 
shall bo true and correct oo and aoof such earlier do1e)' +=oy ~=, however, that in the event of a date);  
breach of a representation or w 	other than a representation or warranty qualified by 
materiality or Seller Material Adverse Effect, the condition set forth in this 	 shall 
be deemed satisfied unless the effect of all such breaches of representations and warranties taken 
together results in a Seller Material Adverse Effect, and Purchaser shal have received a 
certificate signed by an authorized officer of each Seller (in forrii and substance reasonably 
satisfactory to Purchaser), dated the Closing Date, to such effect; 

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

(c) Sellers shall have executed, delivered and/or filed or authorized Purchaser 
to file such termination statements, lien releases, discharges, financing change statements or 
other documents, notices or other instruments as Purchaser may reasonably deem necessary to 
release Liens (other than Permitted Liens) on the Purchased Assets, to the extent Sellers are 
authorized to do so absent the consent of the holder of the Lien; 

(d) Sellers shall have completed the Store liquidations and closures of the 
Initial Liquidating Stores and the Stores set forth in 	 as such schedule shall be 
updated from time to time to reflect the Stores to be liquidated pursuant to Section 8.8(a); 

(c) 	̀r 	
' 
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(i 	.-Sellers shall have delivered, or caused to be delivered, to Purchaser all 
of the items set forth in Section 4.2; and 

(g) 	all material consents (or in lieu thereof waivers) to the performance by 
Sellers of their obligations under this Agreement or to the consummation of the Transactions 
contemplated hereby as are required under any Contract to which any Seller or Non-Debtor 
Subsidiary is a party or by which any of their respective assets and properties are bound (i) shall 
have been obtained, (ii) shall be in form and substance reasonably satisfactory to Purchaser, (iii) 
shall not be subject to the satisfaction of any condition that has not been satisfied or waived and 
(iv) shall be in full force and effect, except where the failure to obtain any such consent (or in 
lieu thereof waiver) could not reasonably be expected, individually or in the aggregate with other 
such failures, to result in a Seller Material Adverse Effect. 

Section 10.2 	 Conditions Precedent to Obligations of Sellers. The 
obligations of Sellers to consummate the transactions contemplated by this Agreement are 
subject to the fulfillment, prior to or on the Closing Date, of each of the following conditions 
(any or all of which may be waived by Sellers, in their sole discretion, in whole or in part to the 
extent permitted by Applicable Law): 

(a) the representations and warranties of Purchaser set forth in this Agreement 
shall be true and correct at and as of the Closing, except to the extent such representations and 
warranties expressly relate to an earlier date (in which case such representations and warranties 
shall be true and correct on and as of such earlier date); provided, however, that in the event of a 
breach of a representation or warranty other than a representation or warranty qualified by 
materiality or Purchaser Material Adverse Effect, the condition set forth in this Section 10.2(a) 
shall be deemed satisfied unless the effect of all such breaches of representations and warranties 
taken together results in a Purchaser Material Adverse Effect, and Sellers shall have received a 
certificate signed by an authorized officer of Purchaser (in form and substance reasonably 
satisfactory to Sellers), dated the Closing Date, to such effect; 

(b) Purchaser shall have performed and complied in all material respects with 
all obligations and agreements required by this Agreement to be performed or complied with by 
Purchaser on or prior to the Closing Date, and Sellers shall have received a certificate signed by 
an authorized officer of Purchaser, dated the Closing Date, to the foregoing effect; 

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

(d) Purchaser shall have paid in full or otherwise satisfied all Cure Costs with 
respect to the Purchaser Assumed Contracts set forth on Schedule 1.1(e) prior to or on the 
Closing Date; and 



(e) Purchaser shall have delivered, or caused to be delivered, to Sellers all of 
the items set forth in Section 43. 

Section 10.3 	 Conditions Precedent to Obligations of Purchaser and Sellers. 
The respective obligations of Purchaser and Sellers to consummate the transactions 
contemplated by this Agreement are subject to the fulfillment, on or prior to the Closing Date, of 
each of the following conditions (any or all of which may be waived by Purchaser and Sellers in 
whole or in part to the extent permitted by Applicable Law): 

(a) there shall not be in effect any Law or Order by a Governmental Authority 
of competent jurisdiction restraining, enjoining or otherwise prohibiting the consummation of the 
Transactions; 

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

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

(d) the waiting period applicable to the transactions contemplated by this 
Agreement under the HSR Act shall have expired or early termination shall have been granted 
and the Parties shall have obtained any other consent, approval, order or authorization of, or 
registration, declaration or filing with, any Governmental Authority required to be obtained or 
made in connection with the execution and delivery of this Agreement or the performance of the 
Transactions. 

Section 10.4 	 Frustration of Closing Conditions. Neither Sellers nor 
Purchaser may rely on the failure of any condition set forth in Section 10.1, Section 10.2 or 
Section 10.3, as the case may be, if such failure was caused by such Party's failure to comply 
with any provision of this Agreement. 

ARTICLE XI 

LIMITATIONS 

Section 11.1 	 Purchaser's Review. 

(a) 	No Reliance. Purchaser has had the opportunity to ask questions, and has 
received sufficient answers, in connection with its decision to enter into this Agreement, and to 
consummate the Transactions. In connection with the execution and delivery of this Agreement 
and the consummation of the Transactions, Purchaser has not relied upon, and Purchaser 
expressly waives and releases Sellers from any Liability for any claims relating to or arising 
from, any representation, warranty, statement, advice, document, projection, or other information 
of any type provided by Sellers or their Affiliates or any of their respective Representatives, 
except for those representations and warranties expressly set forth in Article  V. In deciding to 
enter into this Agreement, and to consummate the Transactions, Purchaser has relied solely upon 
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its own knowledge, investigation, judgment and analysis (and that of its Representatives) and not 
on any disclosure or representation made by, or any duty to disclose on the part of, Sellers or 
their Affiliates or any of their respective Representatives, other than the express representations 
and warranties of Seller set forth in Article  V. 

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

Section 11.2 	 No Consequential or Punitive Damages. NO PARTY (OR 
ITS AFFILIATES OR REPRESENTATIVES) SHALL, UNDER ANY CIRCUMSTANCE, BE 
LIABLE TO THE OTHER PARTY (OR ITS AFFILIATES OR REPRESENTATIVES) FOR 
ANY CONSEQUENTIAL, EXEMPLARY, SPECIAL, INCIDENTAL OR PUNITIVE 
DAMAGES CLAIMED BY SUCH OTHER PARTY UNDER THE TERMS OF OR DUE TO 
ANY BREACH OF THIS AGREEMENT, INCLUDING LOSS OF REVENUE OR INCOME, 
DAMAGES BASED ON ANY MULTIPLIER OF PROFITS OR OTHER VALUATION 
METRIC, COST OF CAPITAL, DIMINUTION OF VALUE OR LOSS OF BUSINESS 
REPUTATION OR OPPORTUNITY. 

ARTICLE XII 

MISCELLANEOUS 

Section 12.1 	 Survival of Representations, Warranties, Covenants and 
Agreements. The representations and warranties of any Party made herein, in any Transaction 
Document or in any other instrument delivered pursuant to this Agreement shall terminate at the 
Closing, or upon termination of this Agreement pursuant to Section 4.4, and, following the 
Closing or the termination of this Agreement, as the case may be, there shall be no Liability in 
respect thereof on the part of any Party or any of its Representatives. Except with respect to 
covenants or agreements which are to be performed on or prior to the Closing, all covenants and 
agreements contained in this Agreement shall survive the Closing in accordance with their 
respective terms; provided, that any covenant or agreement contained herein whose survival is 
not limited by its terms shall survive until fully performed in accordance with its terms. 

Section 12.2 	 Remedies. 

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

(i) 	the sole remedy available to Purchaser in the event of Sellers' 
breach of this Agreement shall be to terminate this Agreement pursuant to and to the extent 
permitted by Section 4.4 and, to the extent provided in Section 4.5(b), to receive the 
Reimbursable Expenses and, to the extent provided in Section 3.2(b), the Deposit; and 



(ii) 	the sole remedy available to Sellers in the event of Purchaser's 
breach of this Agreement shall be to terminate this Agreement pursuant to and to the extent 
permitted by (A) Section 4.4(b) in the event that Closing does not occur on or before the Outside 
Date solely as a result of Purchaser's material breach of its obligations under this Agreement 
(including payment of the Closing Date Payment pursuant to Section 3.3) or (B) Section 4.4(i), 
and in connection therewith to receive the Deposit, to the extent provided in Section 3.2(b), as 
liquidated damages. 

(b) 	The Parties acknowledge and agree that no Party shall have the right to 
seek injunctive or other similar relief to prevent or remedy any breach or purported breach 
hereof, except to enforce the payment of the Reimbursable Expenses as provided in Section 
12.14 and the retention or delivery of the Deposit as provided in Section 3.2(b) and in the 
Escrow Agreement. 

Section 12.3 	 Expenses. Except as otherwise set forth in this Agreement, 
including with respect to Reimbursable Expenses, each Party shall bear its own expenses 
(including attorneys' fees) incurred in connection with the negotiation and execution of this 
Agreement and each other agreement, document and instrument contemplated hereby and the 
consummation of the Transactions contemplated hereby and thereby; provided, however, 
Purchaser shall bear sole responsibility for any governmental charges relating to HSR Act filing 
fees by Purchaser and its Affiliates and any UCC-3 filing fees, FAA, ICC, DOT, real estate, title 
recording or filing fees and other amounts payable in respect of transfer filings in connection 
with the transactions contemplated by this Agreement, which fees, expenses and other amounts 
shall constitute Reimbursable Expenses and shall be reimbursed to Purchaser 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 
past, present or future director, officer, employee, incorporator, member, partner, stockholder, 
agent, attorney, Representative or Affiliate of the Parties to this Agreement, in such capacity, 
shall have any liability for any obligations or liabilities of Purchaser or Sellers, as applicable, 
under this Agreement or for any claim based on, in respect of, or by reason of, the Transactions. 

Section 12.5 	 Submission to Jurisdiction. 

(a) 	Without limiting any Party's right to appeal any Order of the Bankruptcy 
Court, (i) the Bankruptcy Court shall retain exclusive jurisdiction to enforce the terms of this 
Agreement and to decide any claims or disputes among the Parties which may arise or result 
from, or be connected with, this Agreement, any breach or default hereunder, or the 
Transactions, and (ii) any and all Actions related to the foregoing shall be filed and maintained 
only in the Bankruptcy Court, and the Parties hereby consent to and submit to the jurisdiction 
and venue of the Bankruptcy Court for such purposes and shall receive notices at such locations 
as indicated in Section 12.11; provided, however, that if the Bankruptcy Cases have been fully 
and finally dismissed and the Bankruptcy Court declines jurisdiction, the Parties agree to and 
hereby unconditionally and irrevocably submit to the exclusive jurisdiction of the United States 
District Court for the Southern District of New York sitting in New York County. 



(b) The Parties hereby unconditionally and irrevocably waive, to the fullest 
extent permitted by Applicable Law, any objection which they may now or hereafter have to the 
laying of venue of any dispute arising out of or relating to this Agreement or any of the 
Transactions brought in any court specified in subsection (a) above, or any defense of 
inconvenient forum for the maintenance of such dispute. Each of the Parties agrees that a 
judgment in any such dispute may be enforced in other jurisdictions by suit on the judgment or 
in any other manner provided by Law. 

(c) Each of the Parties hereby consents to process being served by any Party 
in any suit, Action or proceeding by the mailing of a copy thereof in accordance with the 
provisions of Section 12.11; provided, however, that such service shall not be effective until the 
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 PROCEEDING, 
DIRECTLY OR INDIRECTLY BASED UPON OR ARISING OUT OF THIS AGREEMENT 
OR THE TRANSACTIONS CONTEMPLATED HEREBY (WHETHER BASED ON 
CONTRACT, TORT, OR ANY OTHER THEORY). EACH PARTY (A) CERTIFIES THAT 
NO REPRESENTATIVE, AGENT, OR ATTORNEY OF ANY OTHER PARTY HAS 
REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD 
NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER 
AND (B) ACKNOWLEDGES THAT IT AND THE OTHER PARTY HAS BEEN INDUCED 
TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL 
WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.6. 

Section 12.7 	 Authorization of Parent as Representative of Sellers. 

(a) By entering into and executing this Agreement, Sellers irrevocably make, 
constitute and appoint Parent as their agent, effective as of the date hereof, and authorize and 
empower Parent to fulfill the role of Sellers' representative hereunder, and each Seller appoints 
Parent as such Person's true and lawful attorney in fact and agent, for such Person and in such 
Person's name, place and stead for all purposes necessary or desirable in order for Parent to take 
all actions contemplated by this Agreement, with the ability to execute and deliver all 
instruments, certificates and other documents of every kind incident to the foregoing to all 
intents and purposes and with the same effect as such Seller could do personally, including to 
give and receive notices and communications; to object to such deliveries, to agree to, negotiate, 
enter into settlements and compromises of, and comply with orders of courts with respect to such 
claims; and to take all actions necessary or appropriate in the judgment of Parent for the 
accomplishment of the foregoing. The dissolution, liquidation, insolvency or bankruptcy of any 
Seller shall not terminate the authority and agency of Parent as each Seller's representative 
pursuant to this Section 12.7. The power of attorney granted in this Section 12.7 is coupled with 
an interest and is irrevocable. 

(b) Purchaser shall be entitled to rely exclusively upon any communication 
given or other action taken by Parent pursuant to this Agreement, and shall not be liable for any 
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action taken or not taken in good faith reliance on a communication or other instruction from 
Parent. 

Section 12.8 	Time of Essence . With regard to all dates and time periods 
set forth or referred to in this Agreement, time is of the essence. 

Section 12.9 	Entire Agreement; Amendments and Waivers . This 
Agreement (including the Schedules and Exhibits hereto) and the other Transaction Documents 
represent the entire understanding and agreement between the Parties with respect to the subject 
matter hereof and supersedes all prior discussions and agreements between the Parties with 
respect to the subject matter hereof. This Agreement can be amended, supplemented or changed, 
and any provision hereof can be waived, only by written instrument making specific reference to 
this Agreement signed by the Party against whom enforcement of any such amendment, 
supplement, modification or waiver is sought. No action taken pursuant to this Agreement, 
including any investigation by or on behalf of any Party, shall be deemed to constitute a waiver 
by the Party taking such action of compliance with any representation, warranty, covenant or 
agreement contained herein. The waiver by any Party of a breach of any provision of this 
Agreement shall not operate or be construed as a further or continuing waiver of such breach or 
as a waiver of any other or subsequent breach. No failure on the part of any Party to exercise, 
and no delay in exercising, any right, power or remedy hereunder shall operate as a waiver 
thereof, nor shall any single or partial exercise of such right, power or remedy by such Party 
preclude any other or further exercise thereof or the exercise of any other right, power or 
remedy. 

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

Section 12.11 	Notices . All notices and other communications under this 
Agreement shall be in writing and shall be deemed duly given (i) when delivered personally or 
by prepaid overnight courier, with a record of receipt, (ii) the fourth day after mailing if mailed 
by certified mail, return receipt requested, or (iii) the day of transmission, if sent by facsimile or 
telecopy during regular business hours or the Business Day after transmission, if sent after 
regular business hours (with a copy promptly sent by prepaid overnight courier with record of 
receipt or by certified mail, return receipt requested), to the Parties at the following addresses or 
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facsimile numbers (or to such other address or facsimile number as a Party may have specified 
by notice given to the other Parties pursuant to this Section 12.11): 

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 12.12 	 Severability. If any term or provision of this Agreement is 
invalid, illegal or incapable of being enforced by Law or public policy, all other terms and 
provisions hereof shall nevertheless remain in full force and effect so long as the legal substance 
of the Transactions is not affected in any manner materially adverse to any Party. Upon such 
determination that any term or provision is invalid, illegal or incapable of being enforced, the 
Parties shall negotiate in good faith to modify this Agreement so as to effect the original intent of 
the Parties as closely as possible in an acceptable manner in order that the Transactions are 
consummated as originally contemplated to the greatest extent possible. 

Section 12.13 	 No Right of Set-Off. Purchaser for itself and for its Affiliates, 
successors and assigns hereby unconditionally and irrevocably waives any rights of set-off, 
netting, offset, recoupment, or similar rights that Purchaser or any of its Affiliates, successors 
and assigns has or may have with respect to the payment of the Purchase Price or any other 
payments to be made by Purchaser pursuant to this Agreement or any other document or 
instrument delivered by Purchaser in connection herewith. Each of Sellers, for itself and for its 
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Affiliates, successors and assigns hereby unconditionally and irrevocably waives any rights of 
set-off, netting, offset, recoupment, or similar rights that Sellers or any of their Affiliates, 
successors and assigns has or may have with respect to the payment of the Reimbursable 
Expenses or any other payments to be made by Sellers pursuant to this Agreement or any other 
document or instrument delivered by Sellers in connection herewith. 

Section 12.14 	 Expense Reimbursement. Subject to entry of the Bidding 
Procedures Order, Purchaser shall be entitled to receive the Reimbursable Expenses as follows: 
(i) in the event that the Closing occurs, as a reduction in the amount of cash payable pursuant to 
the Closing Date Payment, in accordance with Section 3.3(b)(v) or (ii) in the event that this 
Agreement is properly terminated pursuant to Section 4.4 (other than Sections 4.4(e), 4.4 i , 
4.4(1) or 4.4(m)), from Sellers, as an Administrative Priority Expense (as defined in the Bidding 
Procedures Order) and in accordance with Section 4.5(b). 

Section 12.15 	 Binding Effect; ffect; Assignment. This Agreement shall be 
binding solely upon and inure to the benefit of the Parties and their respective successors and 
permitted assigns. Nothing in this Agreement shall create or be deemed to create any third party 
beneficiary rights in any Person not a Party to this Agreement except to the extent provided in 
Section 12.4. No assignment of this Agreement or of any rights or obligations hereunder may be 
made by any Party (by operation of law or otherwise) without the prior written consent of the 
other Party and any attempted assignment without the required consents shall be void; provided, 
however, that (i) prior to the Closing, Purchaser may assign this Agreement and any or all rights 
or obligations hereunder (including Purchaser's right to purchase the Purchased Assets and 
assume the Assumed Liabilities) to any Affiliate of Purchaser and (ii) after the Closing, 
Purchaser (or its permitted assignee) shall have the right to assign its rights and/or delegate its 
obligations hereunder (A) to any Affiliates, (B) to any financing sources for collateral purposes 
or (C) to any subsequent purchaser of all or any portion of the stock or assets of Purchaser or the 
Business. Upon any such permitted assignment, the references in this Agreement to Purchaser 
shall also apply to any such assignee unless the context otherwise requires. 

Section 12.16 	 Counterparts. This Agreement may be executed and 
delivered (including by electronic transmission) in any number of counterparts, each of which 
shall be deemed an original, but all of which together shall constitute one and the same 
instrument. 

[The Remainder of This Page Is Intentionally Left Blank:] 
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IN WITNESS WHEREOF, 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. 

Name: 
Title: 

i:w•xnuupiiujiiigu'a 

By: Blockbuster Distribution, Inc., its General Partner 

Ulm 
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: 
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By: 
Name: 
Title: 

By: 
Name: 
Title: 

By: 
Name: 
Title: 

By: 
Name: 
Title: 
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Form of Agency and License Agreement 
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Form of Bidding Procedures Order 
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Bid Procedures 
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UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
---------------------------------------------------------------x 
       : 
In re        : Chapter 11 
       : 
BLOCKBUSTER INC., et al.,1  : 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 the Senior Secured Indenture Trustee (as defined below) 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, the Critical Expenses, the 
Estimated Wind Down Expenses, the 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”)).2   

                                                 
1  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 B2 LLC (5219).  

2  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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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 the Bankruptcy Code; (ii) 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 March 31, 2011 at 5:00 p.m. (New York Time) 
(the “Bid Deadline”) in writing, to: (i) (A) 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.), and (B) the financial advisors to the Debtors, Rothschild Inc., 1251 Avenue of the 
Americas, 51st Floor, New York, New York 10020-1104 (Attn: Neil Augustine and Bernard 
Douton); (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 S. Kanowitz, Esq., 
and Cathy Hershcopf, Esq.); and (iii) the attorneys for the Steering Committee, Sidley Austin 
LLP, 787 Seventh Avenue, New York, New York 10019 (Attn: James Seery, Esq.).  The 
Debtors, in their discretion, may furnish copies of Qualified Bids to the attorneys for the Ad Hoc 
Studio Committee. 

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; 
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(b) state that such bidder offers to purchase the Assets, or some substantial 
portion thereof;  

(c) 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 Amended and 
Restated Asset Purchase and Sale Agreement (the “Stalking Horse APA” 
or the “Purchase Agreement”),3 dated as of March 16, 2011, 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; (ii) provision for a cash component, after 
projected adjustments, sufficient to deliver expected cash recoveries under 
each of subparagraphs 16(a)-(k) of the Order of the Bankruptcy Court 
entered on March 17, 2011 [ECF No. 1223] (the “Bid Procedures Order”) 
at least equivalent to the cash recoveries, after projected adjustments, 
expected to be delivered under each of subparagraphs 16(a)-(k) of the Bid 
Procedures Order under the Stalking Horse Bid; and (iii) provision for the 
payment in cash to each Specified Studio4 (in each case based on such 
Specified Studio’s compliance with the Studio Condition and the Support 
Condition (as those terms are defined in Bid Procedures Order) an amount 
equal to such Specified Studio’s ratable share (based on the Specified 
Studios’ aggregate Frozen Balances5 of an aggregate amount of no less 
than $11.5 million (provided that, for the avoidance of doubt, the Stalking 
Horse Bid pursuant to the Stalking Horse APA, including its obligation 
under the Stalking Horse APA to pay 24% of the Frozen Balances to the 
Specified Studios, shall be deemed to satisfy such requirement).  For the 
avoidance of doubt, payment of such amounts in subparagraphs 16(g) and 

                                                 
3 A copy of the Stalking Horse APA is available on the Debtors’ claims agent’s website at 

www.kccllc.net/blockbuster. 

4  “Specified Studios” shall mean Twentieth Century Fox Home Entertainment LLC, Sony Pictures 
Home Entertainment Inc., Warner Home Video, a  Division of Warner Bros. Home Entertainment 
Inc., Paramount Home Entertainment Inc., Universal Studios Home Entertainment LLC, The Walt 
Disney Company, and Summit Entertainment LLC together with their respective Studio Affiliates 
that are engaged in the distribution of packaged and digital audio-visual media.  For purposes of this 
Order, (i) "Studio Affiliate" means, with respect to any Specified Studio, any direct or indirect 
subsidiary of such Specified Studio, and any other Person (as such term is defined in the Purchase 
Agreement) that, directly or through one or more intermediaries, is controlled by such Specified 
Studio; and (ii) “controlled” shall mean the possession, directly or indirectly, of the power to direct or 
cause the direction of the management or policies (whether through ownership of securities or 
partnership or other ownership interests, by Contract (as such term is defined in the Purchase 
Agreement) or representation on the board or similar governing body). 

5  The “Frozen Balance” of each of the Studios is set forth on Schedule A annexed hereto.   
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(h) of the Bid Procedures Order shall entitle the Successful Bidder to sell 
product otherwise subject to post-Closing Date Revenue Share, PRP and 
other end of term obligations and/or CFD free and clear of any liabilities 
or obligations to the Specified Studios, and the Debtors shall not be 
required to destroy any CFDs and shall not be subject to any penalties 
based on any failure to destroy CFDs; 

(d) 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; 

(e) 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; 

(f) 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; 

(g) 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;  

(h) 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 (an 
“Adequate Assurance Package”); 

(i) not request or entitle the bidder to any transaction or break-up fee, expense 
reimbursement, or similar type of payment; 

(j) 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; 

(k) not contain any due diligence or financing contingencies of any kind; 

(l) 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 
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(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 (in this 
Auction and solely in this Auction) 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 unpaid Carve-Out Expenses, Critical Expenses, Administrative 
Priority Expenses, Expense Reimbursement, Estimated Wind Down Expenses, Approved Sale 
Expenses, all outstanding tax obligations to the extent such tax obligations are secured by a lien 
in the Assets which is senior in priority to the liens securing the Senior Secured Notes, and the 
payments to be made to the Studios pursuant to subparagraphs 16(g) and (h) of the Bid 
Procedures Order.  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.  
To the extent that any credit bid is deemed to be the Successful Bid, it also must include a cash 
component equal to the amount that otherwise would be paid into the Administrative Account 
pursuant to subparagraphs 16(k)-(l) of the Bid Procedures Order as if the credit bid were an all 
cash bid. 

  The Debtors, in consultation with the Creditors’ Committee, the Indenture Trustee 
with respect to the Senior Secured Notes (the “Senior Secured Indenture Trustee”), 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 April 3, 2011.  The Stalking Horse Bidder 
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is deemed a Qualified Bidder and the Stalking Horse APA constitutes a Qualified Bid for all 
purposes. 

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 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 (the “Bankruptcy Court”) on April 4, 2011 at 10:00 a.m. (New York 
Time); 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, the Senior Secured 
Indenture Trustee, and the Steering Committee (subject to the description of the consultation 
rights provided on page 9 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 Creditors’ Committee, the 
Stalking Horse Bidder, holders of Qualified Bids, the DIP Lenders, the 
Steering Committee, the Senior Secured Indenture Trustee, the Ad Hoc 
Studio Committee and the Specified Studios shall be entitled to be present 
at the Auction (the “Permitted Parties”); provided, however, that as per 
the Court’s statements on the record at the hearing on the Bid Procedures 
Order, any parties present at such hearing who are not Permitted Parties 
may only be entitled to observe the Auction in another room located at the 
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Bankruptcy Court, with such room to be identified no later than the date of 
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. 

(f) 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.  

(i) The Debtors reserve the right to (x) determine, in their reasonable 
discretion and in consultation with the Creditors’ Committee, the Senior 
Secured Indenture Trustee, and the Steering Committee (subject to the 
description of the consultation rights provided on page 9 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 Estimated Wind Down 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, the Senior Secured Indenture Trustee, 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. 

(j) The Auction shall continue until the Debtors determine, in consultation 
with the Creditors’ Committee, the Senior Secured Indenture Trustee, and, 
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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, Estimated Wind Down Expenses, 
Administrative Priority Expenses, and the Expense Reimbursement, if 
any).  In making this decision, the Debtors may, in consultation with the 
Creditors’ Committee, the Senior Secured Indenture Trustee, 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, 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 provided, however, 
that no material modifications to the Bid Procedures as they relate to the Specified Studios may 
be made without the prior consent of the Ad Hoc Studio Committee. 

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 
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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 
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 April 7, 2011 at 10:00 a.m. (New York 
Time) before the Honorable Burton R. Lifland, United States Bankruptcy Judge, 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.  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. 



US_ACTIVE:\43660703\01\27258.0004  

Schedule A 

 



Schedule A 

Specified Studios' Frozen Balances 



Schedule A 

Studios' Frozen Balances 

Studio Name Frozen Claim Balance 

Paramount Home Entertainment $4,429,066 

Sony Pictures Home Entertainment $28,033,000 

Summit Entertainment $9,347,000 

Twentieth Century Fox Home Entertainment $20,057,648 

Universal Studios Home Entertainment $15,989,000 

Walt Disney Company, The $9,447,000 

Warner Home Video $19,200,000 
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Form of Bill of Sale 
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Exhibit C 

Sale Notice 



UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 

x 

In re 
	

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, 
(Il) BID PROCEDURES, (III) AUCTION, AND (IV) SALE HEARING 

PLEASE TAKE NOTICE that, on February 21, 2011, Blockbuster Inc. and its 
debtor affiliates, as debtors and debtors in possession in the above-captioned chapter II 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), (c) 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 Amended and Restated 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 10:00 a.m. (New York Time) on April 4, 2011 at the United 
States Bankruptcy Court for the Southern District of New York, Alexander Hamilton 

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 2  LLC (5219). 



Custom House, One Bowling Green, New York, New York 10004, Courtroom 623 (the 
"Bankruptcy Court "), at which time 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 (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 April 7, 2011 at 10:00 am (New York Time) before the Honorable 
Burton R. Lifland, United States Bankruptcy Judge, 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 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 MARCH 31, 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 
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Exhibit D 

Notice of Assumption and Assignment 



UNITED STATES BANKRUPTCY COURT-
SOUTHERN DISTRICT OF NEW YORK 

-----------------------------------------x 

In re 
	

Chapter 11 

Blockbuster Inc., et al., 14 	 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 21, 2011, Blockbuster Inc. 
and its debtor-affiliates in the above-captioned chapter 11 cases (collectively, 
"Blockbuster" or the "Debtors ") entered into an Asset Purchase and Sale Agreement (the 
"Purchase Agreement ", as subsequently amended and restated on March , 2011) 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 21, 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 (the "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 April 7, 2011 at 10:00 am (New York Time) before the 
Honorable Burton R. Lifland, United States Bankruptcy Judge, at the United States 

14  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 2  LLC 
(5219). 



Bankruptcy Court for the Southern District of New York, Alexander Hamilton Custom 
House, One Bowling Green, New York, New York 10004, Courtroom 623, to consider 
the Debtors' selection of the highest or otherwise best bid and the approval of 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, 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.kccllc.net/blockbuster  (the " Website "), or upon 
request to the Debtors' noticing agent at 1-877-660-6684. The 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 the conclusion of the Auction. 

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. The 
Purchaser has also provided the Debtors with evidence of its ability to provide adequate 
assurance of future performance of such executory contracts or unexpired leases (the 
"Adequate Assurance Package "). The Adequate Assurance Package is attached hereto 
as Exhibit `B ". 

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 
(inclusive of any objections based on the Adequate Assurance Package) 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 March 31, 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, 1 114 Avenue of the Americas, 
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New York, New York 10036 (Attn: Jay R. Indyke, Esq., Richard S. Kanowitz, Esq., and 
Cathy Hershcopf, 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.); (1) 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.); (k) the attorneys for the 
Purchaser, Milbank, Tweed, Hadley & McCloy LLP, at (x) 601 South Figueroa Street, 
30th Floor, Los Angeles, CA 90017-5735 (Attn: Mark Shinderman, Esq.) and (y) One 
Chase Manhattan Plaza, New York, New York 10005 (Attn: Tom Janson, Esq.); and 
(1) the attorneys to the Ad Hoc Studio Committee, Pachulski Stang Ziehl & Jones LLP, 
780 Third Avenue, 36th Floor, New York, New York 10017 (Attn: Robert J. Feinstein, 
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 as soon as practicable after the conclusion of the 
Auction, 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 12:00 p.m. 
(New York Time) on April 6, 2011, 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 and 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 

ri 



"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 



Avenue of the Americas, New York, New York 10036 (Attn: Jay R. Indyke, Esq., Richard S. 
Kanowitz, Esq., and Cathy Hershcopf, 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.); (k) the attorneys for the Purchaser, Milbank, Tweed, Hadley & McCloy LLP, at (i) 601 
South Figueroa Street, 30th Floor, Los Angeles, CA 90017-5735 (Attn: Mark Shinderman, Esq.) 
and (ii) One Chase Manhattan Plaza, New York, New York 10005 (Attn: Tom Janson, Esq.); and 
(1) the attorneys to the Ad Hoc Studio Committee, Pachulski Stang Ziehl & Jones LLP, 780 
Third Avenue, 36th Floor, New York, New York 10017 (Attn: Robert J. Feinstein, 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: March 	 ,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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Sale Budget 



DRAFT - SUBJECT TO CHANGE 
	

EXHIBIT E 

SALE BUDGET 

Blockbuster Inc. 

Cash Flow Forecast 
($mm) 1 2 3 4 5 6 7 

Fcst Fcst Fcst Fcst Fcst Fcst Fcst 
Week Ending: 13-Mar 20-Mar 27-Mar 03-Apr 10-Apr 17-Apr 24-Apr Total 

Store Count (incl closing stores) 2,626 2,456 2,456 2,456 2,456 1,727 1,727 
Total Net Revenue $32.3 $27.2 $25.9 $26.1 $21.2 $17.2 $16.8 $166.8 

Receipts 
Store $39.2 $32.2 $27.8 $26.9 $25.8 $21.0 $17.7 $190.6 
Online & Digital 3.8 3.8 3.8 3.6 3.9 3.9 3.9 26.6 
Franchisees, Partnership Marketing, Int'l, Other 2.2 0.3 0.3 0.7 1.0 0.8 0.4 5.6 

Subtotal - Receipts $45.2 $36.3 $31.9 $31.2 $30.6 $25.6 $22.0 $222.8 

Operating Disbursements 
Product: 

Studios ($8.2) ($5.7) ($3.1) ($3.3) ($2.1) ($1.0) ($0.7) ($24.1) 
Games (1.6) (1.2) (0.0) (0.8) (0.4) (0.0) (0.0) (4.1) 
General Merchandise (1.4) (1.0) (1.0) (1.0) (0.6) (0.4) (0.4) (5.7) 

Compensation & Benefits: 
Payroll (7.6) (3.4) (7.4) (3.3) (7.1) (3.1) (12.2) (44.2) 
Payroll Taxes / Garnishments (4.0) (0.0) (3.9) (0.0) (3.7) (0.1) (8.1) (19.7) 
Temporary Labor / Independent Contractors (0.3) (0.4) (0.2) (0.3) (0.2) (0.4) (0.2) (2.0) 
Benefits & Other (1.1) (1.3) (1.0) (1.4) (1.0) (1.2) (1.4) (8.4) 

Occupancy 
Rent (8.6) (1.4) (0.2) (13.4) (5.6) (1,1) (0.2) (30.5) 
Utilities (1.0) (1.0) (1.0) (1.0) (1.0) (0.9) (0.9) (6.8) 
Maintenance (0.3) (1,6) (0.6) (0.6) (3.2) (0.5) (0.5) (7.2) 
Other (0.3) (0.1) (0.0) (0.0) (0.3) (0.1) (0.0) (0.8) 

Taxes: 
Sales Tax (0.0) (6.2) (2.7) (0.4) (0.1) (0.2) (10.8) (20.4) 
Income/Franchise Tax 0.0 (0.2) 0.0 0.0 0.0 (0.3) 0.0 (0.5) 
Property - Other 0.0 0.0 0.0 (0.2) 0.0 (0.2) (0.1) (0.5) 

Other Operating Costs: 
Freight/ Postage (1.2) (0.9) (0.8) (0.8) (0.9) (0.9) (0.8) (6.3) 
Insurance (0.5) (0.0) (0.0) (0.2) (0.0) (0.0) (0.0) (0.7) 
Information Technology (2.4) (1.8) (0.1) (0.3) (0.2) (3.5) (0.3) (8.6) 
Legal and Financial Professionals (1.1) (0.0) (0.4) (0.0) (0.3) 0.0 (0.7) (2.(3) 
Supplies, Marketing, Customer Service, Other (4.3) (1.8) (0.9) (1.7) (0.9) (1.0) (1.9) (12.6) 

Subtotal - Operating Disbursements ($43.9) ($28.0) ($23.5) ($28.9) ($27.5) ($14.9) ($39.2) ($205.9) 

Cash Flow prior to Other Disbursements $1.3 $8.2 $8.4 $2.3 $3.2 $10.7 ($17.2) $17.0 

International Transfers $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 
Other Miscellaneous & Non-Recurring Items 0.0 0.0 0.0 0.0 0.0 0.0 (3.5) (3.5) 
Bankruptcy-Specific Marketing 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Restructuring Professional Fees (1.6) (1.4) (1.7) (0.4) (2.0) 0.0 (11.5) (18.6) 

Subtotal -Other Disbursements ($1.6) ($1.4) ($1.7) ($0.4) ($2.0) $0.0 ($15.0) ($22.1) 

Net Cash Flow ($0.3) $6.8 $6.7 $1.9 $1.2 $10.7 ($32.2) ($5.2) 

$35.4 Beginning Cash Balance : .; 	 . -  $6.: 

End i ng Cash Balance  4 93: a 330.2 



Exhibit F 

Decay Curve Methodology 



Exhibit F 

Specified Studio Estimates for 16(g) 

The below table illustrates the current estimated amount each of the Specified Studios would receive based 
on the current "decay curve" methodology for full and complete satisfaction of all "revenue share", 
"previously rented product" and other end-of-term obligations of the Debtors that would otherwise be 
payable under all Revenue Sharing Agreements between the Debtors and any Specified Studio or its 
affiliates, cash in an amount equal to 50% of the aggregate amount of all such obligations to such Specified 
Studio and its affiliates, provided, that in no event shall the amount of such payment to any Specified 
Studio exceed the product of $4,400,000 multiplied by such Specified Studio's pro rata share of such 
distribution 

Post Closing Revenue Sharing Methodology 

The Amounts are arrived at by taking the cumulative rents through the closing date and then extrapolating 
remaining rents through the remaining 26 weeks or 52 weeks existing under the applicable Revenue 
Sharing Agreement to arrive at total estimated rents post closing ("Post Closing Rents"). The Post Closign 
Rents are then multiplied by the difference of (a) the applicable minimum transaction fee for the title, and 
(b) any permitted credits, to arrive at gross post close revenue share obligations. These amounts are then 
multiplied by 50% to arrive at the estimate pursuant to 16(g) 

End of Term Obligations 

In certain instances, some titles are entitled to end of term fees at the expiration of the revenue share period. 
In these cases the remaining units at close in which these end of term fees apply, less any certified field 
destroy units, are multiplied by the applicable end of term fee. These amounts are then multiplied by 50% 
to arrive at the estimate pursuant to 16(g) 

Studio Name Current Estimate 

Paramount Home Entertainment $187,397 

Sony Pictures Home Entertainment $611,769 

Summit Entertainment $144,034 

Twentieth Century Fox Home Entertainment $642,928 

Universal Studios Home Entertainment $917,353 

Warner Home Video $1,012,623 

Total for Specified Studios $3,516,104 

A hypothetical example of this analysis is illustrated on the next page 

US A(FIVE:\43655255\09272550004 



EXAMPLE CALCULATION 

Post-Close Rev. Share Tall ExarnDle 

TI 	A Title B Title C 

26-Week Decay 
Week1 15.25% 
Week2 29.25% 
Week3 39,69% ,. 	, 

Week 4 47.62% ,- : ' C- ., . = 

Week 5 53.72% - 
Week 6 5872% - 
Week7 62.89% i .,. ...- 
Week 8 66.50% _ 
Week 9 69-62% .., 	. 	I 1' 	=.. 
Week 10 72.38% _ .1 	-__ -.... 

Week11 74.83% 44 -. .. 	, 
Week 12 77.04% L~'~'  
Week 13 79.00% _ -. 
Week 14 80,74% 537  
Week 15 82.29% 344 -. 
Week 16 83.69% 199 ., 	., 	Stif: 

Week 17 84.94% 108 2,41- •.. 

Week 18 86.08% 59 1,8Cv 
Week 19 87.10% 34 1,312 761 
Week 20 88.04% 20 975 549 
Week 21 88.90% 11 691 367 
Week 22 89.70% 6 443 239 
Week 23 90.47% 3 273 133 
Week 24 91.18% 2 166 90 
Week 25 95.40% 6 693 389 
Week 26 100.00% 4 565 321 

Total Estimated Rents Post-Close 2,157 9,394 2,851 
Minimum Transaction Rate $120 $1.30 $1.40 

Total 
Estimated Gross Post-Close Rev Share $ 2,588 	$ 12,212 	$ 3,991 	$ 18,791 
Less: Permitted Credits $ (647) $ (3,053) $ (998) $ (4,698) 
Estimated Net Post-Close Rev. Share $ 1,941 	$ 9,159 	$ 2,993 	$ 14,094 

Post-Close End of Term Fees Example 

Title A Title B Title C 

# of Units Subject to End of Tenn Fees 1' r  4,000 3,000 1,000 

End of Term Fee Per Unit $1.25 $0.00 $1.00 
Estimated End of Term Obligations $ 5,000.00 	$ - 	$ 1,000-00 	$ 6,000.00 

Total Post-Close Rev. Share and End of Term Obligations 	 $ 20,093.56 

50% 	 --.. 10,046.78_ 

Notes 

~a  Excludes units subject to certified field destroy 

Weekly rents per week prior to close 

Weekly rents per week post close 
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