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Copies to:
Glenn D. West
R. Jay Tabor
Weil, Gotshal & Manges LLP
200 Crescent Court, Suite 300
Dallas, Texas 75201

(214) 746-7700

Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date of this Registration
Statement.

If the securities being registered on this form are being offered in connection with the formation of a holding company and there is compliance
with General Instruction G, check the following box.

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act of 1933, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering.

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act of 1933, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering.

CALCULATION OF REGISTRATION FEE

Proposed
Proposed Amount of
i Amount to Maximum ) . .
Title of Each Class be Offering Maximum Registration
Registered Price
of Securities to be Registered a1 Per Unit Offering Price (2) Fee (3)
Class A Common Stock, par value $0.01 per share 37,738,727 N/A $176,947,419.53 $20,826.71

(1) Represents the maximum number of shares of Blockbuster class A common stock that can be issued in the exchange offer and second-step
merger.

(2) Pursuant to Rule 457(c) and Rule 457(f), and solely for the purpose of calculating the registration fee, the market value of the securities to
be received was calculated as the product of (i) 68,319,467 shares of Hollywood Entertainment Corporation common stock (the sum of (x)
60,993,769 shares of Hollywood Entertainment Corporation common stock outstanding and (y) 7,325,698 shares of Hollywood
Entertainment Corporation common stock issuable upon the exercise of outstanding options, each as of January 9, 2005 (as reported in
Hollywood s Preliminary Proxy Statement on Schedule 14A filed on January 26, 2005) and (ii) the average of the high and low sales prices
of Hollywood Entertainment Corporation common stock as reported on the NASDAQ National Market System on January 31, 2005
($14.09), minus $785,673,870.50, the estimated maximum aggregate amount of cash to be paid by Blockbuster Inc. in the offer and the
second-step merger in exchange for such securities.

(3) Calculated as the product of the maximum aggregate offering price and 0.00011770.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the

Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in

accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the

Commission acting pursuant to said Section 8(a) may determine.
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THE INFORMATION CONTAINED IN THIS PROSPECTUS MAY BE CHANGED. BLOCKBUSTER MAY NOT SELL THESE
SECURITIES UNTIL THE REGISTRATION STATEMENT FILED WITH THE SECURITIES AND EXCHANGE COMMISSION IS
EFFECTIVE. THIS PROSPECTUS IS NOT AN OFFER TO SELL THESE SECURITIES AND BLOCKBUSTER IS NOT
SOLICITING AN OFFER TO BUY THESE SECURITIES IN ANY STATE WHERE THE OFFER OR SALE IS NOT PERMITTED.

Offer to Exchange
Each Outstanding Share of Common Stock

of

HOLLYWOOD ENTERTAINMENT CORPORATION

for
$14.50 in Value
Consisting of $11.50 in Cash and
Shares of Blockbuster Inc. Class A Common Stock
Having a Value of $3.00
by

BLOCKBUSTER INC.

THE OFFER AND THE WITHDRAWAL RIGHTS WILL EXPIRE AT 12:00 MIDNIGHT, NEW YORK CITY TIME, ON FRIDAY,
MARCH 11, 2005, REFERRED TO AS THE EXPIRATION DATE, UNLESS EXTENDED. SHARES TENDERED PURSUANT TO THE
OFFER MAY BE WITHDRAWN AT ANY TIME PRIOR TO THE EXPIRATION DATE, BUT NOT DURING ANY SUBSEQUENT
OFFERING PERIOD.

Blockbuster Inc. is offering to exchange for each outstanding share of common stock of Hollywood Entertainment Corporation consideration
consisting of a combination of cash and Blockbuster class A common stock, par value $0.01 per share, with an aggregate value of $14.50 per
share upon the terms and subject to the conditions in this prospectus and accompanying letter of transmittal. This amount is comprised of $11.50
in cash, without interest, and Blockbuster class A common stock having a value of $3.00. In addition, you will receive cash instead of any
fractional shares of Blockbuster class A common stock to which you may be entitled.

The purpose of the offer is for Blockbuster to acquire control of, and ultimately the entire interest in, Hollywood. This exchange offer is the first
step in Blockbuster s plan to acquire all of the outstanding shares of Hollywood common stock. Blockbuster intends, promptly after completion
of the offer, to seek to have Hollywood consummate a second-step merger of a wholly-owned subsidiary of Blockbuster with and into
Hollywood. In the second-step merger, each remaining share of Hollywood common stock (other than shares of Hollywood common stock
owned by Hollywood or Blockbuster or held by Hollywood shareholders who properly exercise applicable dissenters rights under Oregon law,
to the extent available) will be converted into the right to receive the same number of shares of Blockbuster class A common stock and the same
amount of cash per Hollywood share as paid in the offer.

Blockbuster believes the offer is more favorable to you than the transaction contemplated by the Agreement and Plan of Merger, dated January
9, 2005, among Hollywood, Movie Gallery, Inc., and TG Holdings, Inc. Blockbuster s offer has a value of $14.50 per Hollywood share, which
represents a premium of $1.25 per Hollywood share, or approximately 9.4%, over the value of Movie Gallery s $13.25 cash offer for the shares
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of Hollywood common stock.

Blockbuster s obligation to exchange shares of Blockbuster class A common stock and cash for shares of Hollywood common stock is subject to
a number of conditions which are more fully described in the section captioned The Offer Conditions of the Offer.

Blockbuster s class A common stock trades on the NYSE under the symbol BBI. Hollywood s common stock trades on the NASDAQ under the
symbol HLYW.

FOR A DISCUSSION OF CERTAIN FACTORS THAT YOU SHOULD CONSIDER IN CONNECTION WITH THE OFFER,
PLEASE CAREFULLY READ THE SECTION CAPTIONED _RISK FACTORS BEGINNING ON PAGE 27.

Blockbuster has not authorized any person to provide any information or to make any representation in connection with the offer other than the
information contained or incorporated by reference in this prospectus, and if any person provides any of this information or makes any
representation of this kind, that information or representation must not be relied upon as having been authorized by Blockbuster.

BLOCKBUSTER IS NOT ASKING YOU FOR A PROXY AND YOU ARE REQUESTED NOT TO SEND BLOCKBUSTER A PROXY.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or passed
upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a criminal offense.

The dealer managers for the offer are:

390 Greenwich Street 11 Madison Avenue 277 Park Avenue
New York, New York 10013 New York, New York 10010-3629 New York, New York 10172
Toll Free: (877) 531-8365 Toll Free: (800) 881-8320 Toll Free: (866) 262-0777

The date of this prospectus is February 2, 2005
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THIS PROSPECTUS INCORPORATES IMPORTANT BUSINESS AND FINANCIAL INFORMATION ABOUT BLOCKBUSTER AND
HOLLYWOOD FROM DOCUMENTS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION, OR SEC, THAT HAVE NOT
BEEN INCLUDED IN OR DELIVERED WITH THIS PROSPECTUS. THIS INFORMATION IS AVAILABLE AT THE INTERNET
WEBSITE THE SEC MAINTAINS AT HTTP://WWW.SEC.GOV, AS WELL AS FROM OTHER SOURCES. SEE THE SECTION
CAPTIONED WHERE YOU CAN FIND MORE INFORMATION.

YOU ALSO MAY REQUEST COPIES OF THESE DOCUMENTS FROM BLOCKBUSTER, WITHOUT CHARGE, UPON WRITTEN OR
ORAL REQUEST TO BLOCKBUSTER S INFORMATION AGENT AT ITS ADDRESS OR TELEPHONE NUMBER SET FORTH ON THE
BACK COVER OF THIS PROSPECTUS. IN ORDER TO RECEIVE TIMELY DELIVERY OF THE DOCUMENTS, YOU MUST MAKE
YOUR REQUEST NO LATER THAN MARCH 4, 2005.

THIS OFFER DOES NOT CONSTITUTE A SOLICITATION OF PROXIES FOR ANY MEETING OF SHAREHOLDERS OF
HOLLYWOOD. ANY SOLICITATION OF PROXIES WHICH BLOCKBUSTER MIGHT MAKE WILL BE MADE ONLY PURSUANT TO
SEPARATE PROXY OR CONSENT SOLICITATION MATERIALS COMPLYING WITH THE REQUIREMENTS OF SECTION 14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED, OR THE EXCHANGE ACT. EACH SHAREHOLDER IS URGED TO
READ THE PROXY STATEMENT REGARDING THE BUSINESS TO BE CONDUCTED AT THE APPLICABLE MEETING, IF AND
WHEN IT BECOMES AVAILABLE, BECAUSE IT WILL CONTAIN IMPORTANT INFORMATION. ANY SUCH PROXY STATEMENT
WILL BE FILED WITH THE SEC. HOLLYWOOD SHAREHOLDERS WILL BE ABLE TO OBTAIN A COPY OF ANY PROXY
STATEMENT, AS WELL AS OTHER FILINGS CONTAINING INFORMATION ABOUT THE PARTIES (INCLUDING INFORMATION
REGARDING THE PARTICIPANTS (WHICH MAY INCLUDE BLOCKBUSTER S OFFICERS AND DIRECTORS) IN THE PROXY
SOLICITATION AND A DESCRIPTION OF THEIR DIRECT AND INDIRECT INTERESTS, BY SECURITY HOLDINGS OR
OTHERWISE), FREE AT THE SEC S WEB SITE AT HTTP:/WWW.SEC.GOV. EACH SUCH PROXY STATEMENT (WHEN IT IS
AVAILABLE) AND THESE OTHER DOCUMENTS MAY ALSO BE OBTAINED FOR FREE FROM BLOCKBUSTER AT

HTTP://WWW BLOCKBUSTER.COM.
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QUESTIONS AND ANSWERS ABOUT THE TRANSACTION

The following are some of the questions that you as a holder of shares of Hollywood Entertainment Corporation, or Hollywood, common stock
may have regarding the offer and answers to those questions. The answers to these questions do not contain all information relevant to your
decision whether to tender your shares of Hollywood common stock, and Blockbuster Inc., or Blockbuster, urges you to read carefully the
remainder of this prospectus and letter of transmittal.

What is Blockbuster s Proposed Transaction?

Pursuant to the filing of the registration statement on Form S-4, of which this prospectus is a part, with the SEC, Blockbuster is offering to
acquire all of the outstanding shares of Hollywood common stock, in exchange for shares of Blockbuster class A common stock and cash. As of
the date of this prospectus, a wholly-owned subsidiary of Blockbuster owned beneficially and of record 1,000 shares of Hollywood common
stock. According to the Movie Gallery Inc., or Movie Gallery, merger agreement, as of January 9, 2005, there were 60,993,769 shares of
Hollywood common stock outstanding. The tender offer is the first step in Blockbuster s plan to acquire all of the outstanding shares of
Hollywood. Blockbuster intends, promptly after completion of the offer, to seek to have Hollywood consummate a second-step merger of a
wholly-owned subsidiary of Blockbuster with and into Hollywood. Pursuant to the terms of the second-step merger, each remaining share of
Hollywood common stock (other than shares of Hollywood common stock owned by Hollywood or held by Hollywood shareholders who
properly exercise applicable dissenters rights under Oregon law, to the extent available) would be converted into the right to receive the same
number of shares of Blockbuster class A common stock and the same amount in cash per Hollywood share as paid in the offer. Shareholders of
Hollywood whose shares are not purchased in the offer will have dissenters rights only in the circumstances described later in this prospectus.
See The Offer Purpose of the Offer; Dissenters Rights.

What Will I Receive in Exchange for My Shares of Hollywood Common Stock?

In exchange for each share of Hollywood common stock you validly tender and do not properly withdraw before the expiration date, you will
receive consideration with a value of $14.50 per share, comprised of $11.50 in cash and Blockbuster class A common stock having a value of
$3.00. In addition, you will receive cash instead of any fractional shares of Blockbuster class A common stock to which you may be entitled.

The number of shares of Blockbuster class A common stock into which each share of Hollywood common stock will be converted in the offer
will be determined by dividing $3.00 by the average of the daily volume-weighted average prices, rounded to four decimal points, of

Blockbuster class A common stock on the New York Stock Exchange, or NYSE, as reported by Bloomberg, for the 15 consecutive trading day
period ending on the third trading day before the expiration date. This number is sometimes referred to in this prospectus as the exchange ratio.

How Can I Find Out the Final Exchange Ratio?

Before the expiration date, Blockbuster will notify you by issuing a press release by 9:00 A.M., New York City time, on the second trading day

before the expiration date (assuming expiration of the offer as scheduled) announcing the final exchange ratio for the conversion of Hollywood

common stock into Blockbuster class A common stock. In addition, Blockbuster s information agent, Morrow & Co., Inc., has set up a toll-free

telephone number, 1-800-206-5879, that you may call to obtain current information about the number of shares of Blockbuster class A common

stock that you may receive in exchange for each share of Hollywood common stock you own. Please remember that the number of shares of

Blockbuster class A common stock you will receive in the offer will fluctuate until it becomes fixed as more fully described in the section titled
The Offer.
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What is the Per Share Value of the Offer and the Premium Over the Movie Gallery Offer?

Blockbuster s offer has a value of $14.50 per Hollywood share, which represents a premium of $1.25 per Hollywood share, or approximately
9.4%, over the value of Movie Gallery s $13.25 cash offer for the shares of Hollywood common stock.
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Can You Increase the Consideration Being Offered in the Offer for the Shares?

There is a possibility that other bidders will choose to commence offers for shares of Hollywood common stock or that Movie Gallery will
choose to increase the consideration it has offered for shares of Hollywood common stock. If this occurs, Blockbuster, in its sole discretion, may
choose to increase the amount of shares of Blockbuster class A common stock and/or cash to be exchanged for each share of Hollywood
common stock in the offer. However, Blockbuster is under no obligation to increase the amount of consideration it is offering for shares of
Hollywood common stock. In the event that Blockbuster were to choose to increase the consideration, Blockbuster would extend the offer, if
required, in compliance with applicable U.S. securities laws.

What are the Conditions of the Offer?

Blockbuster s obligation to exchange shares of Blockbuster class A common stock and cash for shares of Hollywood common stock pursuant to
the offer is subject to several conditions referred to below under The Offer Conditions of the Offer, including the following:

the registration statement condition the registration statement of which this prospectus is a part shall have become effective under the
Securities Act of 1933, as amended, referred to in this prospectus as the Securities Act, no stop order suspending the effectiveness of
the registration statement shall have been issued and no proceedings for that purpose shall have been initiated or threatened by the

SEC and Blockbuster shall have received all necessary state securities law or blue sky authorizations;

the minimum tender condition there shall have been validly tendered and not properly withdrawn prior to the expiration of the offer,
that number of shares of Hollywood common stock representing, together with the shares owned by Blockbuster and its affiliates, at
least a majority of the total voting power of all of the outstanding securities of Hollywood entitled to vote generally in the election of
directors or in a merger, calculated on a fully diluted basis immediately prior to the expiration of the offer;

the Hollywood notes condition pursuant to Blockbuster s, or its designee s, separate offer to purchase Hollywood s 9.625% Senior
Subordinated Notes due 2011, referred to in this prospectus as the Hollywood notes, the notes offer depositary must have received
the valid and unwithdrawn tender of such notes (and related consents) representing at least a majority in aggregate principal amount

of the outstanding Hollywood notes;

the control share condition Blockbuster must be satisfied, in its sole discretion, that the provisions of the Oregon Control Share Act
do not apply to the shares of Hollywood common stock to be acquired pursuant to the offer or are invalid or the shareholders of
Hollywood must have approved voting rights for all of the shares of Hollywood common stock to be acquired by Blockbuster
pursuant to the offer under the Oregon Control Share Act;

the business combination condition Blockbuster must be satisfied, in its sole discretion, that, after consummation of the offer, the
Oregon Business Combination Statute will not prohibit for any period of time the merger or any other business combination
involving Hollywood and Blockbuster or a subsidiary of Blockbuster;

the antitrust condition any waiting periods under applicable antitrust laws shall have expired or terminated;

the financing condition Blockbuster shall have received proceeds under the facilities contemplated by its commitments from
JPMorgan Chase Bank, N.A., Credit Suisse First Boston, Cayman Islands branch, and Citicorp North America, Inc. that, together
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with Blockbuster s cash on hand, borrowings under Blockbuster s existing revolving credit facility, the proceeds from any issuance of
senior subordinated notes, referred to in this prospectus as the proposed Blockbuster notes, and Hollywood s expected cash balance,
are sufficient to permit Blockbuster to complete the transactions contemplated
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by the offer and the second-step merger and to pay fees, expenses and other related amounts, including but not limited to payments
and related costs in connection with the satisfaction of the Hollywood notes condition and the repayment of all amounts outstanding
under Hollywood s existing credit agreement;

the Movie Gallery termination condition the Movie Gallery merger agreement, which is described in detail in Background and
Reasons for the Offer Information on the Movie Gallery Agreement, must have been terminated without any fee or other obligation
being paid or owing under or as a result of such agreement or such termination, except for any obligation of Hollywood to pay Movie
Gallery a termination fee of not more than $27,000,000 and to reimburse Movie Gallery for not more than $3,000,000 of expenses in
accordance with Section 10.2 of the Movie Gallery merger agreement;

the Movie Gallery agreement condition  Blockbuster shall have been given access to such Hollywood records and personnel as are
necessary to enable Blockbuster to be satisfied, and Blockbuster shall be satisfied in its reasonable judgment, that the following
conditions, which are described in detail in Background and Reasons for the Offer Information on the Movie Gallery Agreement,
have been met:

the conditions set forth in Section 9.3 of the Movie Gallery merger agreement (other than the condition relating to the
consummation of the financing contemplated therein) are satisfied as of the expiration date, with such conditions being read

and applied for such purpose as if any references to Parent and Acquiror were instead references to Blockbuster and as if any
references to the Effective Time were instead references to the expiration date;

the conditions to the funding as provided in the Amended and Restated Credit Facilities Commitment Letter dated as of
January 9, 2005, among Wachovia Bank, National Association, Wachovia Capital Investments, Inc., Wachovia Capital
Markets, LLC, Merrill Lynch Capital Corporation and Movie Gallery shall have been satisfied as of the effective date, to the
extent such conditions relate to the financial performance of, or the condition (financial or otherwise) of, Hollywood and its
subsidiaries; and

Hollywood has taken all actions necessary to amend the change of control plan referred to in Section 6.5 of the Movie Gallery
merger agreement in the manner set forth in Annex 6.5 to the Movie Gallery merger agreement, except that such amendment
shall be applicable in the case of an acquisition of Hollywood by Blockbuster in the same manner as contemplated by such
Annex 6.5 in the case of an acquisition of Hollywood by Movie Gallery.

These matters shall be determined based on the form of the Movie Gallery merger agreement as included in Hollywood s preliminary proxy
statement filed on January 26, 2005 and, in the case of the commitment letter referred to above, the form of such commitment letter as filed on
January 11, 2005, without regard to any termination, modification or waiver of any provision under any such document; and

the impairment condition Hollywood shall not have entered into or effectuated any agreement or transaction with any person or entity
contemplating a merger or acquisition with respect to Hollywood or otherwise having the effect of impairing Blockbuster s ability to
acquire Hollywood or otherwise diminishing the expected economic value to Blockbuster of the acquisition of Hollywood;

the board condition the members of the board of directors of Hollywood shall have resigned from their respective
directorships, and prior to such resignation, shall have appointed Blockbuster s designees as their replacements; and

the NYSE condition the shares of Blockbuster class A common stock to be issued to Hollywood shareholders in the offer shall have
been authorized for listing on the NYSE without any requirement for Blockbuster under applicable NYSE rules to obtain shareholder
approval (this shareholder approval requirement would be triggered if the average price of Blockbuster class A common stock was

less than $5.43), subject to official notice of issuance.
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The satisfaction or existence of any of the conditions to the offer, including those set forth above, will be determined by Blockbuster in its sole
discretion. Any and all conditions to the offer, including those set forth above, may be waived (to the extent legally permissible) by Blockbuster
in its sole discretion.

Will I Be Taxed on the Blockbuster Class A Common Stock and Cash I Receive?

The receipt of Blockbuster class A common stock and cash by a U.S. holder in exchange for its shares of Hollywood common stock pursuant to
the offer or the second-step merger will be a taxable transaction for U.S. federal income tax purposes.

For a more detailed discussion of material U.S. federal tax consequences of the offer, see the section captioned The Offer Taxation.

BECAUSE TAX MATTERS ARE COMPLICATED, BLOCKBUSTER URGES YOU TO CONTACT YOUR OWN TAX ADVISOR TO
DETERMINE THE PARTICULAR TAX CONSEQUENCES TO YOU OF THE OFFER.

Does Blockbuster Have the Financial Resources to Complete the Transactions Contemplated By the Offer and the Second-Step Merger?

Blockbuster estimates that the total amount of cash required to complete the transactions contemplated by the offer and the second-step merger,
including:

payment of the cash portion of the purchase price required to acquire all of the outstanding shares of Hollywood common stock
pursuant to the offer and the second-step merger (other than shares issued upon any exercise of Hollywood stock options prior to the
closing of the offer and the second-step merger);

acquisition of all of the Hollywood notes pursuant to Blockbuster s separate offer for all of the outstanding Hollywood notes;

repayment of Hollywood s and its subsidiaries obligations under the Credit Agreement, dated January 16, 2003, among Hollywood,
UBS Warburg LLC, UBS AG, Stamford Branch, and Bank of America, N.A., as amended on August 13, 2003; and

payment of any fees, expenses and other related amounts incurred in connection with the items above, including the
termination fee and expense reimbursement described in the Movie Gallery termination condition;

is expected to be approximately $1,131,400,000.

Blockbuster has obtained commitments from JPMorgan Chase Bank, N.A., Credit Suisse First Boston, Cayman Islands branch, and Citicorp
North America, Inc. to provide, subject to certain conditions, senior bank financing of up to $500,000,000 under a proposed amendment to
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Blockbuster s existing credit facilities. In addition, Blockbuster intends to complete an offer of up to $500,000,000 in aggregate principal amount
of senior subordinated notes prior to the consummation of the offer. If and to the extent Blockbuster does not issue $500,000,000 in aggregate
principal amount of these proposed Blockbuster notes, the banks have collectively committed to provide, subject to certain conditions, senior
subordinated financing under a proposed bridge facility of up to $500,000,000. Blockbuster expects to have sufficient funds to complete the
transactions contemplated by the offer and the second-step merger and to pay fees, expenses and other related amounts through a combination of
(i) Blockbuster s cash on hand, (ii) borrowings under Blockbuster s existing revolving credit facility and the proposed credit facility, (iii) proceeds
from the issuance of the proposed Blockbuster notes and/or borrowings under the proposed bridge facility and (iv) Hollywood s expected cash
balance. As of September 30, 2004, Blockbuster had approximately $190.9 million of cash and cash equivalents. As reported on Hollywood s
Form 10-Q for the quarter ended September 30, 2004, Hollywood had approximately $145.9 million of cash and cash equivalents. The offer is
contingent on Blockbuster having received proceeds from the commitments and issuances described above that, together with cash on hand,
borrowings under Blockbuster s
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existing revolving credit facility and Hollywood s expected cash balance, are sufficient to complete the transactions contemplated by the offer
and the second-step merger (including shares that may be issued upon any exercise of Hollywood stock options prior to the closing of the offer
and the second-step merger) and to pay fees, expenses and other related amounts. The total value of the consideration required to complete the
transactions contemplated by the offer and the second-step merger is estimated to be approximately $1.3 billion. For additional details on the
proposed financing, see The Offer Source and Amount of Funds.

Is Blockbuster s Financial Condition Relevant to My Decision to Tender in the Offer?

Yes. Blockbuster s financial condition is relevant to your decision to tender your shares because shares of Hollywood common stock accepted in
the offer will be exchanged for cash and for shares of Blockbuster class A common stock. You should therefore consider Blockbuster s financial
condition before you decide to become one of Blockbuster s stockholders through the offer. You also should consider the likely effect that
Blockbuster s acquisition of Hollywood will have on Blockbuster s financial condition. In addition, Blockbuster s financial condition is relevant
because the offer is contingent upon Blockbuster having received proceeds under the financing commitments and issuances described above

that, together with Blockbuster s cash on hand, borrowings under Blockbuster s existing revolving credit facility and Hollywood s expected cash
balance, are sufficient to complete the transactions contemplated by the offer and the second-step merger and to pay fees, expenses and other
related amounts. The availability of financing pursuant to these commitments is subject to customary conditions, including Blockbuster s
financial condition. Given Blockbuster s current cash balance, Hollywood s expected cash balance and access to financing contemplated by the
commitments from the lenders and issuances described above, Blockbuster has not secured alternative financing sources for transactions
contemplated by the offer and the second-step merger.

What Percentage of Blockbuster s Shares Will Former Holders of Shares of Hollywood Common Stock Own After the Offer?

Based on certain assumptions regarding the number of Hollywood shares to be exchanged and the price of Blockbuster class A common stock
for the relevant period prior to the expiration of the offer, Blockbuster estimates that if all Hollywood shares are exchanged pursuant to the offer
and the second-step merger, former Hollywood shareholders would own, in the aggregate, 15.9% of the outstanding shares of Blockbuster class
A common stock, representing approximately 7.8% of the aggregate voting power of all Blockbuster common stock and approximately 10.5% of
the total outstanding shares of Blockbuster common stock. For a detailed discussion of the assumptions on which this estimate is based, see The
Offer Ownership of Blockbuster After the Offer.

How Long Do I Have to Decide Whether to Tender in the Offer?

You have until 12:00 Midnight, New York City time, on Friday, March 11, 2005, to decide whether to tender your shares in the offer unless
Blockbuster shall have extended the period of time during which the offer is open. If you cannot deliver everything required to make a valid

tender to The Bank of New York, the exchange agent for the offer, prior to such time, you may be able to use a guaranteed delivery procedure to
tender your shares in the offer, which is described in The Offer Guaranteed Delivery. When Blockbuster makes reference to the expiration of the
offer anywhere in this prospectus, this is the time to which Blockbuster is referring, including, when applicable, any extension period that may

apply.

Can the Offer Be Extended and Under What Circumstances?
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Blockbuster may, in its sole discretion, extend the offer at any time or from time to time. For instance, the offer may be extended if any of the
conditions specified in The Offer Conditions of the Offer are not satisfied prior to the scheduled expiration date of the offer. Blockbuster may
also elect to provide a subsequent offering period for the offer. A subsequent offering period is not an extension of the offer. Rather, a
subsequent offering period would be an additional period of time, beginning after Blockbuster has accepted for exchange all shares tendered
during the offer, during which shareholders who did not tender their shares in the offer may tender their shares and receive the same
consideration provided in the offer. Blockbuster does not currently intend to include a subsequent offering period, although it reserves the right
to do so.
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How Will I Be Notified if the Offer is Extended?

If Blockbuster decides to extend the offer, it will inform the exchange agent of that fact and will make a public announcement of the extension,
not later than 9:00 a.m., New York City time, on the business day after the day on which the offer was scheduled to expire.

How Do I Tender My Shares?

To tender shares, you must deliver the certificates representing your shares, together with a completed letter of transmittal, to the exchange agent
not later than the time the offer expires. If your shares are held in street name by your broker, dealer, commercial bank, trust company or other
nominee, such nominee can tender your shares through The Depository Trust Company. If you cannot deliver everything required to make a
valid tender to the exchange agent for the offer prior to the expiration of the offer, you may have a limited amount of additional time by having a
broker, a bank or other fiduciary that is a member of the Securities Transfer Agents Medallion Program or other eligible institution guarantee
that the missing items will be received by the exchange agent within three business days after the expiration of the offer. However, the exchange
agent must receive the missing items within that three business day period. For a complete discussion on the procedures for tendering your
shares, see The Offer Procedure for Tendering.

Until What Time Can I Withdraw Tendered Shares?

You can withdraw tendered shares at any time until the offer has expired and, if Blockbuster has not agreed to accept your shares for exchange
by the expiration date, you can withdraw them at any time after such date until it accepts shares for exchange. If Blockbuster decides to provide
a subsequent offering period, it will accept shares tendered during that period immediately and thus you will not be able to withdraw shares
tendered in the offer during any subsequent offering period. For a complete discussion on the procedures for withdrawing your shares, see The
Offer Withdrawal Rights.

How Do I Withdraw Tendered Shares?

To withdraw shares, you must deliver a written notice of withdrawal, or a facsimile of one, with the required information to the exchange agent
for the offer, while you have the right to withdraw the shares. For a complete discussion on the procedures for withdrawing your shares, see The
Offer Withdrawal Rights.

When and How Will I Be Paid for My Tendered Shares?

Blockbuster will exchange all validly tendered and not properly withdrawn shares promptly after the expiration date of the offer, subject to the
terms of the offer and the satisfaction or waiver of the conditions to the offer, as set forth in The Offer Conditions of the Offer. Blockbuster will
pay for your validly tendered and not properly withdrawn shares by depositing the purchase price, including shares of Blockbuster class A
common stock, with the exchange agent, which will act as your agent for the purpose of receiving payments from Blockbuster and transmitting
such payments to you. In all cases, payment for tendered shares will be made only after timely receipt by the exchange agent of certificates for
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such shares (or of a confirmation of a book-entry transfer of such shares as described in The Offer Procedure for Tendering ) and a properly
completed and duly executed letter of transmittal and any other required documents for such shares.

Has Blockbuster Held Discussions With Hollywood?

Blockbuster has tried repeatedly to discuss with Hollywood the potential acquisition of Hollywood by Blockbuster or one of its affiliates, and
Blockbuster is prepared to discuss with Hollywood all aspects of its proposal to acquire Hollywood. However, Blockbuster has been unable to
obtain confidential information from Hollywood because, under Hollywood s merger agreement with Movie Gallery (and prior to Hollywood s
entry into the Movie Gallery agreement, under Hollywood s merger agreement with affiliates of Leonard Green & Partners), Hollywood is
prohibited from providing Blockbuster with such information unless Blockbuster agrees
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to sign a confidentiality agreement including standstill provisions that, among other things, would prohibit Blockbuster from making a tender
offer directly to Hollywood shareholders without the approval of Hollywood s board of directors. See  Background and Reasons for the Offer.

If I Decide Not to Tender, How Will the Offer Affect My Shares?

If the offer is consummated and the second-step merger with a wholly-owned subsidiary of Blockbuster takes place, shareholders not tendering
in the offer will receive in the second-step merger the same number of shares of Blockbuster class A common stock and amount of cash per
share that they would have received had they tendered their shares in the offer, subject to any dissenters rights properly exercised under Oregon
law, if applicable. Therefore, if the second-step merger with a wholly-owned subsidiary of Blockbuster takes place and dissenters rights are not
available or are not properly exercised by you, the key differences to you if you did not tender your shares in the offer are that you (i) will be
paid later and (ii) may receive shares of Blockbuster class A common stock with a current market price that is greater or less than the price of
Blockbuster class A common stock on the date you would have received them if you had tendered in the offer. However, if the offer is
consummated and the second-step merger with a wholly-owned subsidiary of Blockbuster does not take place, the number of Hollywood
shareholders and the number of shares of Hollywood that are still in the hands of the public may be so small that there will no longer be an
active public trading market, or, possibly, any public trading market, for these shares, which may affect prices at which the shares trade. Also, as
described below, Hollywood may cease making filings with the SEC or otherwise cease being subject to the SEC rules relating to publicly held
companies. See The Offer Effect of the Offer on the Market for Shares of Hollywood Common Stock; NASDAQ Listing; Registration Under the
Exchange Act; Margin Regulations.

Are Dissenters Rights Available in Either the Offer or the Second-Step Merger?

Dissenters rights are the rights of shareholders, in certain cases, to receive fair value for their shares, as determined by a judicial appraisal
process. Dissenters rights are not available in the offer, but, as discussed in the next paragraph, may arise if Blockbuster requests a Hollywood
shareholder vote in connection with the Oregon Control Share Act. In addition, if you do not tender your shares, do not vote in favor of the
second-step merger and do comply with applicable procedures under Oregon law, subject to the exception described below, you will be entitled
to dissenters rights in connection with the second-step merger. Dissenters rights will not be available to shareholders in connection with the
second-step merger unless, on the applicable determination date for the second-step merger, Hollywood common stock is not registered on a
national securities exchange or traded on the NASDAQ National Market System. See The Offer Purpose of the Offer; Dissenters Rights.

In addition, you may have dissenters rights in connection with the Oregon Control Share Act. The Oregon Control Share Act provides that a
person who acquires specified amounts of an issuing public corporation s voting stock may not exercise voting rights as to the acquired shares
unless certain conditions are satisfied. See  The Offer Certain Legal Matters; Regulatory Approvals. Under appropriate circumstances,
Blockbuster may decide to ask Hollywood s shareholders to approve the restoration of Blockbuster s right to vote shares of Hollywood common
stock acquired by Blockbuster in the offer. In that event, dissenters rights may be available to each Hollywood shareholder who does not vote in
favor of such restoration, provided that (i) Blockbuster acquires the right to direct the voting, other than through the holding of immediately
revocable proxies, of voting shares with a majority or more of the total voting power of all voting shares of Hollywood and (ii) the shareholder
exercising dissenters rights continues to hold shares of Hollywood s common stock following such acquisition. The value of shares of Hollywood
common stock determined in a dissent proceeding could be the same as, or more or less than, the value of the consideration per share offered
pursuant to the offer or proposed to be paid in the second-step merger. See  The Offer Purpose of the Offer; Dissenters Rights.

What is the Market Value of My Shares of Hollywood Common Stock as of a Recent Date?
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On February 1, 2005, the last full trading day before Blockbuster announced its intention to commence this offer, and the most recent practicable
date before the mailing of this prospectus, the closing price of a share of
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common stock of Hollywood was $14.17. Blockbuster advises you to obtain a recent quotation for Hollywood shares before deciding whether to
tender your shares.

What Will Happen to My Stock Options?

If you have options issued by Hollywood for shares of Hollywood common stock, unless you are subject to Hollywood s Change of Control Plan
for Senior Management, which provides for accelerated vesting of certain stock options upon a change of control of Hollywood, nothing will
happen to the options in the offer itself. However, in the second-step merger, Blockbuster plans to cause Hollywood to convert all outstanding
options to purchase shares of Hollywood common stock into options to purchase shares of Blockbuster class A common stock. The amount and
exercise price of the converted options will be determined by the new Hollywood board after completion of the offer, taking into account the
relative values of Blockbuster and Hollywood.

Where Can I Find More Information on Blockbuster and Hollywood?

You can find more information about Blockbuster and Hollywood from various sources described in the section captioned Where You Can Find
More Information.

Who Can I Talk to If I Have Questions About the Offer?

You can call Morrow & Co., Inc., the information agent for the offer, or Citigroup Global Markets Inc., Credit Suisse First Boston LLC, referred
to in this prospectus as Credit Suisse First Boston, or J.P. Morgan Securities Inc., the dealer managers for the offer, at the numbers below.

The information agent for the offer is:

445 Park Avenue, 5" Floor

New York, NY 10022

E-mail: hollywood.info@morrowco.com

Banks and Brokerage Firms Call: (800) 654-2468
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Shareholders Please Call: (800) 607-0088

The dealer managers for the offer are:

390 Greenwich Street 11 Madison Avenue 277 Park Avenue
New York, New York 10013 New York, New York 10010-3629 New York, New York 10172
Toll Free: (877) 531-8365 Toll Free: (800) 881-8320 Toll Free: (866) 262-0777
8
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WHERE YOU CAN FIND MORE INFORMATION

Blockbuster and Hollywood file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and
copy any reports, statements or other information that Blockbuster and Hollywood file at the SEC s public reference room at 450 Fifth Street,
N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information regarding the public reference room.
Blockbuster s and Hollywood s public filings also are available to the public from commercial document retrieval services and at the Internet
website maintained by the SEC at http://www.sec.gov.

Blockbuster has filed a registration statement on Form S-4 to register with the SEC the offering and sale of shares of Blockbuster class A
common stock to be issued in the offer and the second-step merger. This prospectus is a part of that registration statement. As allowed by SEC
rules, this prospectus does not contain all of the information that you can find in the registration statement or the exhibits to the registration
statement.

The SEC allows Blockbuster to incorporate information into this prospectus by reference, which means that Blockbuster can disclose important
information to you by referring you to another document filed separately with the SEC. The information incorporated by reference is deemed to
be part of this prospectus, except for any information superseded by information contained directly in this prospectus. This prospectus
incorporates by reference the documents set forth below that Blockbuster and Hollywood have previously filed with the SEC. These documents
contain important information about Blockbuster and Hollywood and their financial condition.

Blockbuster Filings (File No. 001-15153):

Blockbuster Filing Period
Annual Report on Form 10-K Fiscal year ended December 31, 2003, as filed on March 15,
2004

The description of Blockbuster class A common stock set forth in
Blockbuster s Registration Statement on Form 8-A, filed on July 13, 1999,
including all amendments and reports filed for the purpose of updating such

description.
Quarterly Reports on Form 10-Q Fiscal quarter ended March 31, 2004, as filed on May 7,
2004
Fiscal quarter ended June 30, 2004, as filed on August 9,
2004
Fiscal quarter ended September 30, 2004, as filed on
November 8§, 2004
Current Reports on Form 8-K Filed on:
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July 8, 2004

August 18, 2004

August 20, 2004

September 30, 2004

October 8, 2004

October 18, 2004

October 22, 2004
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Blockbuster Filing

Hollywood Filings (File No. 000-21824):

Table of Contents

Period

October 28, 2004

November 12, 2004

December 1, 2004

December 8, 2004

December 14, 2004

December 20, 2004

December 23, 2004

December 28, 2004

December 29, 2004

January 10, 2005

January 11, 2005

January 18, 2005

January 25, 2005
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Hollywood Filing

Annual Report on Form 10-K (except for the report of Hollywood s
independent public accountants contained therein which is not incorporated
herein by reference because the consent of Hollywood s independent public
accountants has not yet been obtained nor has exemptive relief under Rule
437, promulgated under the Securities Act of 1933, as amended, been granted
to Blockbuster by the SEC)

The description of the Hollywood s common stock set forth in Hollywood s
Registration Statement on Form 8-A, filed on May 20, 1993, including all
amendments and reports filed for the purpose of updating such description.

Quarterly Reports on Form 10-Q

Current Reports on Form 8-K

Table of Contents

Period

Fiscal year ended December 31, 2003, as filed on March 15,
2004 and as amended by a Form 10-K/A filed on April 13,
2004

Fiscal quarter ended March 31, 2004, as filed on April 22,
2004

Fiscal quarter ended June 30, 2004, as filed on August 6,
2004

Fiscal quarter ended September 30, 2004, as filed on
October 21, 2004

Filed on:

March 29, 2004

April 2, 2004
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Hollywood Filing Period

June 8, 2004

July 8, 2004

August 6, 2004

October 1, 2004

October 14, 2004

January 7, 2005

January 11, 2005

Blockbuster hereby incorporates by reference additional documents that either it or Hollywood may file with the SEC between the date of this
prospectus and the expiration date of the offer (or the date that the offer is terminated). These include, but are not limited to, periodic reports,
such as annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and proxy statements. For the avoidance of
doubt, information furnished pursuant to Item 9 or 12, or, as of or after August 23, 2004, Item 2.02 or 7.01 of any current report on Form 8-K
shall not be deemed incorporated herein or otherwise to form a part hereof.

You may obtain any of these documents upon request to the information agent at its address set forth on the back cover of this prospectus or
from the SEC at the SEC s Internet website described above.

IF YOU WOULD LIKE TO REQUEST DOCUMENTS FROM BLOCKBUSTER, PLEASE CONTACT THE INFORMATION AGENT NO
LATER THAN MARCH 4, 2005 TO RECEIVE THEM BEFORE THE EXPIRATION DATE OF BLOCKBUSTER S OFFER. If you request
any incorporated documents, the information agent will mail them to you by first-class mail, or other equally prompt means, within one business
day of receipt of your request.

YOU SHOULD RELY ONLY ON THE INFORMATION CONTAINED OR INCORPORATED BY REFERENCE IN THIS PROSPECTUS
IN MAKING YOUR DECISION WHETHER TO TENDER YOUR SHARES OF HOLLYWOOD COMMON STOCK INTO
BLOCKBUSTER S OFFER. BLOCKBUSTER HAS NOT AUTHORIZED ANYONE TO PROVIDE YOU WITH INFORMATION THAT
DIFFERS FROM THAT CONTAINED IN THIS PROSPECTUS. THIS PROSPECTUS IS DATED FEBRUARY 2, 2005. YOU SHOULD
NOT ASSUME THAT THE INFORMATION CONTAINED IN THIS PROSPECTUS IS ACCURATE AS OF ANY DATE OTHER THAN
THAT DATE, AND NEITHER THE MAILING OF THIS PROSPECTUS TO SHAREHOLDERS NOR THE ISSUANCE OF SHARES OF
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CONTRARY.
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NOTE ON HOLLYWOOD INFORMATION

In respect of information relating to Hollywood s business, operations and management presented in, or omitted from, this prospectus,
Blockbuster has relied upon publicly available information, primarily information publicly filed by Hollywood with the SEC. Information
publicly filed by Hollywood may be examined and copies may be obtained at the places and in the manner set forth in the section captioned

Where You Can Find More Information. Non-public information concerning Hollywood was not available to Blockbuster for the purpose of
preparing this prospectus. Hollywood has not cooperated with Blockbuster in, and has not been involved in, the preparation of this prospectus
and has not verified the information contained in this prospectus relating to Hollywood. Publicly available information concerning Hollywood
may contain errors. Blockbuster has no knowledge that would indicate that any statements contained herein, including statements incorporated
by reference, regarding Hollywood s operations, financial condition or condition in general, based upon such publicly filed reports and
documents are inaccurate, incomplete or untrue. However, Blockbuster was not involved in the preparation of such information and statements.
As a result, Blockbuster has made adjustments and assumptions in preparing the pro forma financial information presented in this prospectus
which have necessarily involved estimates with respect to Hollywood s financial information. Any financial or other information regarding
Hollywood that may be detrimental to Blockbuster following the acquisition of Hollywood that has not been publicly disclosed by Hollywood,
or errors in estimates due to the lack of cooperation from Hollywood, may have an adverse effect on the benefits Blockbuster expects to achieve
through the consummation of the offer.

Pursuant to Rule 409 promulgated under the Securities Act, Blockbuster has requested that Hollywood and Hollywood s independent public
accountants provide the information required to furnish complete disclosure regarding the business, operations, financial condition and
management of Hollywood. In addition, pursuant to Rule 437 promulgated under the Securities Act, Blockbuster has requested that (i)

Hollywood cooperate in obtaining the consent of its independent public accountants and (ii) Hollywood s independent public accountants provide
Blockbuster with their consent required for Blockbuster to incorporate by reference into this prospectus the audit report included in Hollywood s
Annual Report on Form 10-K for the fiscal year ended December 31, 2003. Blockbuster will amend or supplement the registration statement, of
which this prospectus is a part, to include such additional information if Blockbuster receives the information before the offer expires and
Blockbuster considers it to be material, reliable and appropriate. As of the date of this prospectus, no such information has been received.

12
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SUMMARY

This summary highlights selected information from this prospectus, and may not contain all of the information that is important to you. To better
understand the offer to holders of shares of Hollywood common stock, you should read this entire prospectus carefully, as well as those
additional documents to which we refer you. You may obtain the information incorporated by reference into this prospectus by following the
instructions in the section captioned Where You Can Find More Information.

The Offer

Blockbuster is offering to exchange for each outstanding share of Hollywood common stock that is validly tendered and not properly withdrawn
prior to the expiration date consideration having an aggregate value of $14.50, consisting of $11.50 in cash, without interest, and Blockbuster
class A common stock having a value of $3.00, upon the terms and subject to the conditions contained in this prospectus and the accompanying
letter of transmittal. In addition, you will receive cash instead of any fractional shares of Blockbuster class A common stock to which you may
be entitled. The number of shares of Blockbuster class A common stock into which each share of Hollywood common stock will be converted in
the offer will be determined by dividing $3.00 by the average of the daily volume-weighted average prices, rounded to four decimal points, of
Blockbuster class A common stock on the NYSE, as reported by Bloomberg, for the 15 consecutive trading day period ending on the third
trading day before the expiration date.

Reasons for the Offer

The competitive landscape of the retail home video industry has changed significantly over the past few years and is projected to continue to
change in the future. New home entertainment alternatives, delivery options and format choices have been introduced into the market and have
provided consumers with more options for home movie and game entertainment. The following key industry trends have led to Blockbuster s
search for ways to better compete and grow its business:

the growth in competition from mass merchant retailers as a result of the movie studios focus on DVD retail;

the popularity of online movie rental services;

the continued proliferation of direct-to-home entertainment options, including direct broadcast satellite, cable and video-on-demand,
combined with consumer adoption of digital video recorder technology to allow time-shifted viewing;

the emergence of a strong and rapidly growing game industry providing entertainment options on game consoles and personal
computers; and

the success of the personal computer with internet access as an in-home entertainment alternative.

The offer is strategic to Blockbuster as Blockbuster believes the offer will:
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be immediately accretive to Blockbuster s earnings per share and cash flow, independent of synergies;

generate a significant amount of operational efficiencies and cost savings resulting from (i) significant overhead and operational
synergies through elimination of duplicative management and functions, (ii) the streamlining of the combined distribution network
and (iii) improved efficiency of direct mail marketing;

result in (i) the reduction of combined occupancy costs and (i1) more efficient advertising spending; and

drive consumer demand through enhanced products and services by (i) adding movie and game trading to Hollywood stores, (ii)
consolidating games brands, (iii) offering a movie rental subscription service in Hollywood stores that will be integrated with
Blockbuster s online subscription service and (iv) differentiating rental product offerings between the two chains.

13
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Blockbuster believes the offer will significantly benefit both Blockbuster and Hollywood shareholders and customers. Blockbuster believes that
a combination of Blockbuster and Hollywood has significant beneficial long-term growth prospects, which will maximize shareholder value.
The Blockbuster class A common stock to be issued to Hollywood shareholders in the offer will allow such shareholders to participate in the
growth and opportunities of the combined company.

Conditions of the Offer

Blockbuster s obligation to exchange shares of Blockbuster class A common stock and cash for shares of Hollywood common stock pursuant to
the offer is subject to several conditions including, among others, the minimum tender condition. Based on 60,993,769 shares of Hollywood
common stock outstanding as of January 9, 2005 and options to purchase 7,325,698 shares of Hollywood common stock outstanding as of
January 9, 2005, Blockbuster s acquisition of 34,159,734 shares of Hollywood common stock would satisfy the minimum tender condition. The
offer is subject to a number of additional conditions referred to below under The Offer Conditions of The Offer, including the registration
statement condition, the Hollywood notes condition, the control share condition, the business combination condition, the antitrust condition, the
financing condition, the Movie Gallery termination condition, the Movie Gallery agreement condition, the impairment condition, the board
condition and the NYSE condition.

Regulatory Approval

Pursuant to the requirements of the Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, which is referred to in this prospectus

as the HSR Act, Blockbuster filed a Notification and Report Form with respect to the offer and the merger with the Antitrust Division and the
Federal Trade Commission, which is referred to in this prospectus as the FTC, on December 28, 2004. As a result, the waiting period applicable
to the purchase of shares of Hollywood common stock pursuant to the offer was scheduled to expire at 11:59 P.M., New York City time, on
January 12, 2005. However, prior to such time, the FTC extended the waiting period by requesting additional information and documentary
material relevant to the offer from Blockbuster. As a result of this request, the waiting period will be extended until 11:59 P.M., New York City
time, on the thirtieth day after Blockbuster has made a proper response to that request as specified by the HSR Act and the implementing rules.
Thereafter, the waiting period can be extended only by court order or as agreed to by Blockbuster. A request has been made pursuant to the HSR
Act for early termination of the waiting period applicable to the offer. There can be no assurance, however, that the HSR Act waiting period will
be terminated early.

Extension, Termination and Amendment

To the extent legally permissible, Blockbuster also reserves the right, in its sole discretion, at any time or from time to time:

to extend, for any reason, the period of time during which the offer is open;

to delay acceptance for exchange of, or exchange of, any shares of Hollywood common stock pursuant to the offer, or to terminate

the offer and not accept or exchange any shares of Hollywood common stock not previously accepted or exchanged, upon the failure
of any of the conditions of the offer to be satisfied prior to the expiration date;
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to amend or terminate the offer without accepting for exchange or exchanging any shares of Hollywood common stock if Hollywood
agrees to enter into a negotiated merger agreement with Blockbuster; and

to waive any condition or otherwise amend the offer in any respect.

In addition, even if Blockbuster has accepted, but not paid for, shares in the offer, it may terminate the offer and not exchange shares of
Hollywood common stock that were previously tendered if completion of the offer is illegal or if a governmental authority has commenced or
threatened legal action related to the offer.
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Exchange of Shares of Hollywood Common Stock; Delivery of Shares of Blockbuster Class A Common Stock and Cash

Upon the terms and subject to the conditions of the offer (including, if the offer is extended or amended, the terms and conditions of any such
extension or amendment), Blockbuster will accept for exchange, and will exchange for cash and Blockbuster class A common stock, all
Hollywood shares validly tendered and not properly withdrawn as promptly as practicable after the expiration date. If Blockbuster elects to
provide a subsequent offering period following the expiration of the offer, shares tendered during such subsequent offering period will be
accepted for exchange immediately upon tender and will be promptly exchanged.

Cash Instead of Fractional Shares of Blockbuster Class A Common Stock

Blockbuster will not issue certificates representing fractional shares of Blockbuster class A common stock pursuant to the offer. Instead, each
tendering shareholder who would otherwise be entitled to a fractional share of Blockbuster class A common stock will receive cash in an amount
equal to such fraction (expressed as a decimal and rounded to the nearest 0.01 of a share) multiplied by the average of the daily
volume-weighted average prices, rounded to four decimal points, of Blockbuster class A common stock on the NYSE, as reported by
Bloomberg, for the 15 consecutive trading day period ending on the third trading day before the expiration date.

Withdrawal Rights

You can withdraw tendered shares at any time until the offer has expired and, if Blockbuster has not agreed to accept your shares for exchange
by the expiration date, you can withdraw them at any time after such date until it accepts shares for exchange. If Blockbuster decides to provide
a subsequent offering period, it will accept shares tendered during that period immediately and thus you will not be able to withdraw shares
tendered in the offer during any subsequent offering period.

Procedure for Tendering Shares

The procedure for tendering shares of Hollywood common stock varies depending on whether you possess physical certificates or a nominee
holds your certificates for you and on whether or not you hold your securities in book-entry form. Blockbuster urges you to read the section
captioned The Offer Procedure for Tendering as well as the transmittal materials.

Risk Factors

The offer is, and upon the consummation of the offer, the combined company will be, subject to several risks. In deciding whether to tender your
shares of Hollywood common stock pursuant to the offer, you should carefully read and consider the risk factors contained in the section
captioned Risk Factors.
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Financing of the Offer

In connection with the cash portion of the consideration payable pursuant to the offer and the second-step merger, Blockbuster has obtained
commitments from JPMorgan Chase Bank, N.A., Credit Suisse First Boston, Cayman Islands branch, and Citicorp North America, Inc. to
provide, subject to certain conditions, senior bank financing of up to $500,000,000 under a proposed amendment to Blockbuster s existing credit
facilities. In addition, Blockbuster intends to complete an offer of up to $500,000,000 in aggregate principal amount of senior subordinated notes
prior to the consummation of the offer. If and to the extent Blockbuster does not issue $500,000,000 in aggregate principal amount of these
proposed Blockbuster notes, the banks have collectively committed to provide, subject to certain conditions, senior subordinated financing under
a proposed bridge facility of up to $500,000,000. Blockbuster expects to have sufficient funds to complete the transactions
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contemplated by the offer and the second-step merger and to pay fees, expenses and other related amounts through a combination of (i)
Blockbuster s cash on hand, (ii) borrowings under Blockbuster s existing revolving credit facility and the proposed credit facility, (iii) proceeds
from the issuance of the proposed Blockbuster notes and/or borrowings under the proposed bridge facility and (iv) Hollywood s expected cash
balance. As of September 30, 2004, Blockbuster had approximately $190.9 million of cash and cash equivalents. As reported in Hollywood s
Form 10-Q for the quarter ended September 30, 2004, Hollywood had approximately $145.9 million of cash and cash equivalents. The offer is
contingent on Blockbuster having received proceeds from the commitments and issuances described above that, together with cash on hand,
borrowings under Blockbuster s existing revolving credit facility and Hollywood s expected cash balance, are sufficient to complete the
transactions contemplated by the offer and the second-step merger and to pay fees, expenses and other related amounts. For additional details on
the proposed financing, see The Offer Source and Amount of Funds.

Comparison of Shareholders Rights

You will receive Blockbuster class A common stock if you tender your shares of Hollywood common stock in the offer. There are a number of
differences between the rights of a shareholder of Hollywood, an Oregon corporation, and the rights of a stockholder of Blockbuster, a Delaware
corporation. Blockbuster urges you to review the discussion in the section captioned Comparison of Shareholders Rights.

Ownership of Blockbuster After the Offer

Based on certain assumptions regarding the number of Hollywood shares to be exchanged and the price of Blockbuster class A common stock
for the relevant period prior to the expiration of the offer, Blockbuster estimates that former Hollywood shareholders will own, in the aggregate,
15.9% of the outstanding shares of Blockbuster class A common stock, representing approximately 7.8% of the aggregate voting power of all
Blockbuster common stock and approximately 10.5% of the total outstanding shares of Blockbuster common stock. For a detailed discussion of
the assumptions on which this estimate is based, see The Offer Ownership of Blockbuster After the Offer.
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RECENT DEVELOPMENTS

Indebtedness

In August 2004, Blockbuster entered into the existing credit facilities and issued the existing Blockbuster notes. For a description of the debt
agreements governing this indebtedness, see the section captioned Existing Debt Agreements.

Split-off from Viacom

In October 2004, the split-off of Blockbuster from Viacom Inc., which is referred to in this prospectus as Viacom, Blockbuster s former parent,
was completed. In connection with the split-off, Blockbuster and Viacom entered into a number of agreements governing their respective rights
and obligations following the split-off. For a description of these agreements, please review the section captioned Matters Relating to the
Split-off from Viacom.

Buena Vista

As discussed in Blockbuster s Annual Report on Form 10-K for the fiscal year ended December 31, 2003, in December 2002, Buena Vista Home
Entertainment, Inc. filed a complaint in United States District Court for the Central District of California claiming that Blockbuster had breached
the revenue-sharing agreement between the two parties. Buena Vista claimed damages in excess of $120 million. Blockbuster answered and
asserted counterclaims for reformation and breach of contract. The parties agreed to binding arbitration of their dispute and, as a result, the
federal court lawsuit was stayed pending completion of the arbitration in January 2005. Blockbuster has accrued $18 million in connection with
such arbitration, of which $12 million was recorded in the fourth quarter of 2004.

New Accounting Pronouncements

Blockbuster plans to early adopt SFAS 123 (revised 2004), Share-Based Payment ( SFAS 123R ) effective October 1, 2004, which revises SFAS
123, Accounting for Stock-Based Compensation ( SFAS 123 ) and supersedes APB 25, Accounting for Stock Issued to Employees ( APB 25 ).
SFAS 123R requires all share-based payments to employees to be recognized in the financial statements based on their fair values using an
option-pricing model, such as the Black-Scholes model, at the date of grant. Blockbuster has historically utilized the pro forma disclosures
previously permitted under SFAS 123 as an alternative to financial statement recognition. Blockbuster plans to elect the modified prospective
method for adoption which requires compensation expense to be recorded for all unvested stock options and restricted stock beginning in the

first quarter of adoption.

Blockbuster also plans to adopt FASB Interpretation No. 28, Accounting for Stock Appreciation Rights and Other Variable Stock Option or
Award Plans ( FIN 28 ) effective January 1, 2004. In accordance with FIN 28, unearned compensation associated with stock-based awards with
graded vesting periods is amortized on an accelerated basis over the vesting period of the option or award. Prior to the adoption of FIN 28, the
unearned compensation expense was amortized on a straight-line basis over the vesting period. The adoption of FIN 28 would be accounted for
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as a change in accounting principle and the related cumulative effect charge would be reflected in Blockbuster s SFAS 123 pro forma footnote to
its consolidated financial statements.

As a result of the planned adoption of FAS 123R and FIN 28, compensation expense would be recognized in Blockbuster s statement of
operations on an accelerated basis over the vesting period for all share-based payments beginning October 1, 2004. As such, for all unvested
options outstanding as of October 1, 2004, the previously measured but unrecognized compensation expense, based on the original grant date
fair value, would be amortized over the remaining vesting period. For share-based payments granted subsequent to October 1, 2004,
compensation expense, based on the grant date fair value, would be recognized from the date of grant.
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Blockbuster had previously disclosed that the restricted stock exchange offer completed during the fourth quarter of 2004 would result in a
charge to earnings of approximately $60 to $80 million in the fourth quarter of 2004. Since that previous disclosure was made, the FASB issued
SFAS 123R. Blockbuster estimates that the early adoption of SFAS 123R would reduce the amount of this charge and is in the process of
determining the complete impact that the adoption of SFAS 123R and FIN 28 would have on its earnings for the year ended December 31, 2004.

The Companies

Blockbuster

Blockbuster is a Delaware corporation with principal executive offices at 1201 Elm Street, Dallas, Texas 75270. The telephone number of
Blockbuster s executive offices is (214) 854-3000. Blockbuster is a leading global provider of in-home rental and retail movie and game
entertainment, with over 9,000 stores in the United States, its territories and 25 other countries as of September 30, 2004.

Hollywood

Hollywood is an Oregon corporation, with principal executive offices at 9275 SW Peyton Lane, Wilsonville, Oregon 97070. The telephone
number of Hollywood s executive offices is (503) 570-1600. Hollywood is the second largest rental retailer of DVDs, videocassettes and video
games in the United States. Hollywood opened its first video store in 1988, and, as of September 30, 2004, operated 1,973 Hollywood Video
stores in 47 states and the District of Columbia; 678 of these stores included an in-store Game Crazy department, where gaming enthusiasts can
buy, sell and trade new and used video game hardware, software and accessories.

18
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COMPARATIVE MARKET PRICE DATA

Shares of Blockbuster class A common stock are listed on the NYSE under the symbol BBI and shares of Hollywood common stock are listed
on the National Association of Securities Dealers Automated Quotation system, or NASDAQ, under the symbol HLYW.

As reported on their respective exchanges, the following table sets out historical closing prices per share for shares of Blockbuster class A
common stock and shares of Hollywood common stock on February 1, 2005, the last full trading day before Blockbuster announced its intention
to commence this offer, and the most recent practicable date before the mailing of this prospectus. Because the value of the Blockbuster class A
common stock you will receive per share of Hollywood common stock is fixed at $3.00, based on the formula set forth in the prospectus, the
number of shares of Blockbuster class A common stock you will receive will fluctuate as the market price of Blockbuster class A common stock
changes. The table below illustrates the number of shares of Blockbuster class A common stock you would receive based on the market price
reflected.

SHARES OF VALUE OF
BLOCKBUSTER BLOCKBUSTER
CLASS A CLASS A
BLOCKBUSTER HOLLYWOOD COMMON COMMON
CLASS A COMMON STOCK STOCK
COMMON STOCK STOCK CASH
(NYSE) (NASDAQ) RECEIVED RECEIVED RECEIVED
February 1, 2005 $ 9.20 $ 14.17 0.326 $ 3.00 $ 11.50

The market prices of Blockbuster class A common stock and Hollywood common stock may fluctuate during the offer period and thereafter, and
may be different from the prices set forth above at the expiration of the offer period and at the time you receive your shares of Blockbuster class
A common stock. YOU ARE ENCOURAGED TO OBTAIN CURRENT MARKET QUOTATIONS PRIOR TO MAKING ANY DECISION
WITH RESPECT TO THE OFFER. See the section captioned Effect of the Offer on the Market for Shares of Hollywood Common Stock;
NASDAQ Listing; Registration Under the Exchange Act; Margin Regulations for a discussion of the possibility that Hollywood s shares will
cease to be listed on the NASDAQ National Market System.

19

Table of Contents 41



Edgar Filing: BLOCKBUSTER INC - Form S-4

Table of Conten

COMPARATIVE HISTORICAL AND PRO FORMA PER SHARE DATA

The table set forth below depicts historical information about basic and diluted income per share, cash dividends per share, book value per share
and the ratio of earnings to fixed charges for both Blockbuster and Hollywood for the nine-month period ended September 30, 2004 and the year
ended December 31, 2003, on a historical basis, and for Blockbuster and Hollywood on an unaudited pro forma combined basis after giving
effect to the transaction. The pro forma data of the combined company assumes a 100% acquisition of Hollywood common stock and was
derived by combining the historical consolidated financial information of Blockbuster and Hollywood as described elsewhere in this prospectus.
The equivalent pro forma per share data for Hollywood assumes that 32/100ths of a share of Blockbuster class A common stock will be received
for each share of Hollywood common stock. For a discussion of the assumptions and adjustments made in the preparation of the pro forma
financial information presented in this prospectus, see the section captioned Unaudited Pro Forma Condensed Combined Financial Statements.

The following pro forma financial information allocates the entire excess of purchase price over the carrying value of Hollywood s net assets to
goodwill as management does not have information related to Hollywood s business necessary to complete a purchase price allocation in
accordance with U.S. GAAP. Actual amounts, determined on the basis of more detailed information, will differ from the amounts reflected
below.

You should read the information presented in this table below together with the historical financial statements of Blockbuster and Hollywood
and the related notes which, are incorporated herein by reference, and the Unaudited Pro Forma Condensed Combined Financial Statements
appearing elsewhere in this prospectus. The pro forma data is unaudited and for illustrative purposes only. The companies may have performed
differently had they always been combined. You should not rely on this information as being indicative of the historical results that would have
been achieved had the companies always been combined or the future results that the combined company will achieve after the consummation of
the offer. This pro forma information is subject to risks and uncertainties, including those discussed under Risk Factors.

Nine Months
ended Year ended

September 30, 2004" December 31, 2003"
Blockbuster historical data
Income (loss) per share before cumulative effect of change in accounting
principle:
Basic $ (6.94) $ (5.44)
Diluted $ (6.94) $ (5.44)
Net income (loss) per share:
Basic $ (6.94) $ (5.46)
Diluted $ (6.94) $ (5.46)
Book value per share $ 6.01 $ 17.96
Recurring cash dividends per share $ 0.06 $ 0.08
Special distribution per share $ 5.00 $
Ratio of earnings to fixed charges:
Earnings:
Income (loss) before equity in loss of affiliated companies, income taxes, and
cumulative effect of change in accounting principle $ (1,303.4) $ (875.6)
Fixed charges 170.7 223.5

Total earnings $ (1,132.7) $ (652.1)
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Fixed charges:
Interest expense including amortization of debt costs
Interest element of rentals

Total fixed charges

Ratio of earnings to fixed charges
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Blockbuster pro forma data

Pro forma income (loss) per share before cumulative effect of change in
accounting principle:

Basic

Diluted

Pro forma book value per share

Pro forma ratio of earnings to fixed charges

Earnings:

Income (loss) before equity in loss of affiliated companies, income taxes, and
cumulative effect of change in accounting principle

Fixed charges

Total earnings

Fixed charges:
Interest expense including amortization of debt costs
Interest element of rentals

Total fixed charges

Ratio of earnings to fixed charges®

Hollywood historical data

Income per share before cumulative effect of change in accounting principle:
Basic

Diluted

Net income per share:

Basic

Diluted

Book value per share

Cash dividends per share

Ratio of earnings to fixed charges
Earnings:

Income before income taxes
Fixed charges

Total earnings

Fixed charges:
Interest expense including amortization of debt costs
Interest element of rentals

Total fixed charges

Ratio of earnings to fixed charges

Hollywood equivalent pro forma per share data
Income (loss) before cumulative effect of change in accounting principle*:
Basic

Table of Contents

Nine Months
ended

September 30, 20041

$ (6.07)
(6.07)
6.27
$ (1,239.4)

[ 1

$ 0.98
$ 0.94
$ 0.98
$ 0.94
$ 6.39
$
$ 98.2
[
$ [ 1
$ [ 1
[ 1
$ L1

$ (1.97)

Year ended
December 31, 20031

$ (4.63)
$ (4.63)
$ (784.2)

[ 1
$ [ 1
$ [ 1

[ 1
$ [ 1

$ 1.36
$ 1.28
$ 1.36
$ 1.28
$ 5.46
$ 137.1

$ (1.50)
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Diluted $

Book value per common share* $

Recurring cash dividends per common share? $
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During the third quarter of 2004 and the fourth quarter of 2003 Blockbuster recognized non-cash charges of $1.5 billion and $1.3 billion,
respectively, to record an impairment of goodwill and other long-lived assets in accordance with SFAS 142 Goodwill and Other Intangible
Assets and SFAS 144  Accounting for the Impairment or Disposal of Long-Lived Assets.

Earnings were insufficient to cover fixed charges by $1,303.4 million for the nine months ended September 30, 2004 and $875.6 million
for the year ended December 31, 2003. As a result of such deficiencies, the ratios are not presented above.

Pro forma earnings were insufficient to cover pro forma fixed charges by $1,239.4 million for the nine months ended September 30, 2004
and $784.2 million for the year ended December 31, 2003. As a result of such deficiencies, the ratios are not presented above.

Pro forma amounts for Blockbuster multiplied by 0.324 (the assumed exchange ratio based on the closing price of Blockbuster class A
common stock on the NYSE on January 28, 2005).

Historical amounts for Blockbuster multiplied by 0.324 (the assumed exchange ratio based on the closing price of Blockbuster class A
common stock on the NYSE on January 28, 2005).

The ratio of earnings to fixed charges for the year ended December 31, 2002 was 2.3.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF BLOCKBUSTER

The following table sets forth a summary of selected historical consolidated financial data of Blockbuster for each of the nine-month periods
ended September 30, 2004 and September 30, 2003 and for each of the years in the five-year period ended December 31, 2003. This information
is derived from, and should be read in conjunction with, the audited consolidated financial statements of Blockbuster and the unaudited interim
consolidated financial statements of Blockbuster, which are incorporated herein by reference. The operating results for the nine-month period
ended September 30, 2004 are not necessarily indicative of the results for the remainder of the fiscal year or any future period. Blockbuster s
management believes that its respective unaudited consolidated interim financial statements reflect all adjustments that are necessary for a fair
statement of the results for the interim periods presented. See the section Where You Can Find More Information.

(in millions, except per share amounts and worldwide store data)

Nine months ended

September 30, Year ended or at December 31,

2004(a) 2003 2003(b) 2002 2001(c) 2000(d) 1999
Statement of Operations Data (unaudited)
Revenues $ 43343 $4,294.5 $ 5911.7 $ 5,565.9 $5,156.7 $ 4,960.1 $ 4,463.5
Gross profit $ 2,656.8 $2,598.9 $ 3,521.9 $ 3,207.2 $2,736.0 $ 2,924.1 $ 2,701.0
Amortization of intangibles $ 1.9 $ 0.8 $ 24 $ 1.7 $ 177.1 $ 180.1 $ 171.8
Impairment of goodwill and other long-lived
assets $ 1,504.4 $ $ 1,304.9 $ $ $ $
Operating income (loss) $(1,287.1) $ 353.6 $ (845.2) $ 3371 $ (219.6) $ 757 $ 1217
Income (loss) before cumulative effect of change
in accounting principle $ (1,257.0) $ 209.8 $ (979.5) $ 1894 $ (240.3) $ (759 $  (69.2)
Cumulative effect of change in accounting
principle, net of tax (e) $ $ @4 $ (4.4) $(1,817.0) $ $ $
Net income (loss) (e) $(1,257.0) $ 2054 $ (9839 $(1,627.6) $ (240.3) $ (759 $  (69.2)
Income (loss) per share before cumulative effect
of change in accounting principle:
Basic $  (6.94) $ 117 $  (544) $ 1.06 $ 137 $  (043) $ (044
Diluted $  (6.94) $ 116 $ (544 $ 1.04 $ (1.37) $  (043) $ (044
Net income (loss) per share (e):
Basic $  (6.94) $ 114 $ (546) $ (.11 $ (1.37) $  (043) $ (044
Diluted $  (6.94) $ 114 $  (5.406) $  (8.96) $ 137 $  (043) $ (044
Weighted average shares outstanding:
Basic 181.1 179.8 180.1 178.6 175.6 175.0 156.1
Diluted 181.1 180.9 180.1 181.6 175.6 175.0 156.1
Recurring cash dividends per share $ 006 $ 0.06 $  0.08 $ 0.08 $ 0.08 $ 0.08 $ 0.02
Special distribution per share $ 500 $ $ $ $ $ $
Balance Sheet Data
Total assets $ 34135 $6,070.8 $ 4,850.5 $ 6,243.8 $7,752.4 $ 8,548.9 $ 8,540.8
Long-term debt, including capital leases (f) $ 1,093.8 $ 3549 $ 2199 $ 5415 $ 7278 $ 1,169.3 $ 1,325.2
Total stockholders equity $ 1,087.9 $4411.9 $ 3,249.3 $ 4,167.0 $5,748.7 $ 6,008.4 $ 6,125.0
Cash Flow Data
Cash flows provided by operating activities $ 7473 $ 941.5 $ 1,416.1 $ 1,451.2 $1,395.1 $ 1,320.8 $ 1,142.8
Cash flows used for investing activities $ (722.1) $ (740.5) $(1,010.4) $(1,303.5) $ (945.2) $ (1,056.8) $(1,258.1)
Cash flows provided by / (used for) financing
activities $  (70.1) $ (192.3) $ (3355) $ (199.2) $ (441.2) $ (187.2) $ 1372
Margins
Rental margin (g) 72.1% 69.7% 70.0% 66.1% 57.7% 64.4% 66.0%
Merchandise margin (h) 23.0% 20.0% 19.8% 17.1% 18.9% 21.4% 21.0%
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Worldwide Store Data

Same store revenues increase (decrease) (j)
Company-operated stores at end of period
Franchised and joint venture stores at end of
period

Total stores at end of period
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61.3%

4.4)%
7,203

1,811
9,014

60.5%

0.5%
7,080

1,702
8,782

23

59.6%

2.2)%
7,105

1,762
8,867

57.6%

5.1%
6,907

1,638
8,545

53.1%

2.5%
6,412

1,569
7,981

59.0%

5.6%
6,254

1,423
7,677

60.5%

8.3%
5,879

1,274
7,153
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(a) During the third quarter of 2004, Blockbuster recognized a non-cash charge of $1.5 billion to record an impairment of goodwill and other long-lived assets in
accordance with SFAS 142 and SFAS 144.

(b) During the fourth quarter of 2003, Blockbuster recognized a non-cash charge of $1.3 billion to record an impairment of goodwill and other long-lived assets

in accordance with SFAS 142 and SFAS 144.

) In 2001, Blockbuster recognized charges of $396.6 million related to the execution of a strategic re-merchandising plan to allow for an expansion of store
space for DVD and other strategic product offerings and a change in accounting estimates related to its rental library. The charges decreased gross profit by
$337.6 million and operating income by $394.7 million.

(d) During the fourth quarter of 2000, Blockbuster recognized a non-cash charge of $31.6 million, related to the impairment of certain hardware and capitalized

software costs in its new media segment.

(e) During the first quarter of 2002, Blockbuster adopted SFAS 142 which eliminates the amortization of goodwill and intangible assets with indefinite lives and
requires instead that those assets be tested for impairment at least annually. The application of the transition provisions of this new accounting standard
required Blockbuster to reduce its goodwill by $1.82 billion. During the first quarter of 2003, Blockbuster adopted SFAS 143, Accounting for Asset
Retirement Obligations, which requires the capitalization of any retirement costs as part of the total cost of the related long-lived asset and the subsequent
allocation of the total expense to future periods. The application of this new accounting standard required Blockbuster to record a $4.4 million cumulative
effect of a change in accounting principle.

(f) Long-term debt, including capital leases, includes both the current and long-term portions of long-term debt and capital leases.

(g) Rental gross profit as a percentage of rental revenues.

(h) Merchandise gross profit as a percentage of merchandise sales.

(i) Gross profit as a percentage of total revenues.

(j) A store is included in the same-store revenues calculation after it has been opened and operated by Blockbuster for more than 52 weeks. An acquired store
becomes part of the same store base in the 53rd week after its acquisition and conversion. The percentage change is computed by comparing total net
revenues for stores at the end of the applicable reporting period with total net revenues from these same stores for the comparable period in the prior year. The
same-store revenues calculation does not include the impact of foreign exchange rates. Due to the integrated nature of the online pass, beginning in the third
quarter of 2004 revenues generated from BLOCKBUSTER Online have been included in same-store rental revenues. The impact to same-store revenues was
not material for the three or nine months ended September 30, 2004.

(

o
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SELECTED HISTORICAL CONSOLIDATED

FINANCIAL DATA OF HOLLYWOOD

The following table sets forth selected historical consolidated financial data of Hollywood for each of the nine-month periods ended September
30, 2004 and September 30, 2003 and for each of the years in the five-year period ended December 31, 2003. This information is derived from,
and should be read in conjunction with, the audited consolidated financial statements of Hollywood and the unaudited interim consolidated
financial statements of Hollywood, which are incorporated herein by reference. The operating results for the nine-month period ended
September 30, 2004 are not necessarily indicative of the results for the remainder of the fiscal year or any future period. See  Where You Can
Find More Information.

(in millions, except per share amounts and store data)

Nine months ended

September 30, Year ended or at December 31,

2004 2003 2003 2002 2001 2000 1999
Statement of Operations Data (unaudited)
Revenues $1,276.5 $1,209.0 $1,682.5 $ 1,490.1 $1,379.5 $1,296.2 $1,096.8
Gross profit $ 7855 $ 7534 $1,017.9 $ 9165 $ 8350 $ 511.0 $ 663.0
Amortization of intangibles $ $ $ $ $ 5.1 $ 599 $ 569
Restructuring charge for closure of
internet business $ 124 $ 33 $ 469
Restructuring charge for store closing $ 0.2 $ 2.1 $ 0.8 $ 3.8 $ 169
Operating income (loss) $ 1212 $ 1369 $ 185.1 $ 189.3 $ 1193 $ (4363) $ (25
Income (loss) before cumulative effect of
change in accounting principle $ 589 $ 592 $ 823 $ 2418 $ 1004 $ (530.00 $ (49.9)
Cumulative effect of change in accounting
principle, net of tax $ $ $ $ $ $ $ (14
Net income (loss) $ 589 $ 592 $ 823 $ 2418 $ 1004 $ (530.00 $ (51.3)
Income (loss) per share before cumulative
effect of change in accounting principle:
Basic $ 098 $ 098 $ 136 $ 423 $ 2.05 $ (1143 $ (1.09
Diluted $ 094 $ 092 $ 128 $ 3.88 $ 1.90 $ (1148 $ (1.09)
Net income (loss) per share:
Basic $ 098 $ 098 $ 136 $ 423 $ 205 $ (1148 $ (1.13)
Diluted $ 094 $ 092 $ 128 $ 3.88 $ 1.90 $ (1143 $ (1.13)
Weighted average shares outstanding:
Basic 60.3 60.5 60.4 57.2 49.1 46.2 45.6
Diluted 62.7 64.4 64.2 62.4 52.9 46.2 45.6
Dividends per share $ $ $ $ $ $ $
Balance Sheet Data
Total assets $1,024.7 $ 945.1 $ 997.5 $1,146.4 718.5 $ 665.1 $1,053.3
Long-term debt, including capital leases $ 3514 $ 3724 $ 3713 $ 600.8 514.0 $ 5364 $ 5339
Total stockholders equity $ 389.1 $ 3183 $ 32538 $ 257.1 (113.6) $ (2224) $ 3045
Cash Flow Data
Cash flows provided by operating
activities $ 270.1 $ 2463 $ 390.8 $ 361.6 $ 2739 $ 2489 $ 1772
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Cash flows used for investing activities
Cash flows provided by / (used for)
financing activities

Margins

Rental margin
Merchandise margin
Gross margin

Store Data
Same store revenues increase
Total stores at end of period
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26.1%
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$ 67

$ (233.7)

68.3%
27.6%
62.3%

10%

1,864

25

$ (98.8)

$ (251.0)

68.2%
24.4%
60.5%

11%
1,920

$ (551.6)

$

184.4

66.2%
24.0%
61.5%

8%
1,831

$ (212.4)

$

(26.0)

63.9%
21.0%
60.5%

6%
1,801

$ (255.8)

$

33

44.3%
1.4%
39.4%

2%
1,818

$ (320.3)

$

146.2

68.8%
23.8%
60.4%

12%

1,615
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SELECTED UNAUDITED PRO FORMA COMBINED FINANCIAL DATA

The following table sets forth selected pro forma combined financial data derived from (i) the unaudited consolidated interim financial
statements of Blockbuster for the nine-month period ended September 30, 2004, and the audited consolidated financial statements of
Blockbuster for the fiscal year ended December 31, 2003 and (ii) the unaudited consolidated interim financial statements of Hollywood for the
nine-month period ended September 30, 2004, and the audited consolid