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Bank Debt Focus Names

Matt Kaplan = Blockbuster Inc. (BBlI)—Focus on L+10% Revolver
mkaplan@imperialcapital.com

(310) 246-3607

Figure 1. Blockbuster—Select Loans and Securities, as of 9/3/09
Amt. Coupon/ Current Net Lev. Net Lev. S&P/ IC

Description Outst. Rate Maturity Price YTM At Face At Market Moody's Rating
Revolver $ 250.0 L+10.00%  9/30/10 98.25 20.7% 1.4x 1.3x B/B1 NR
Term Loan B $ 301.2 L+3.75% 8/20/11  92.50 10.8% 1.4x 1.2x B/B1 NR
9.0% Sr. Sub Notes  $ 300.0  9.00% 9/1/12 _ 58.50 31.4% 2.3x 1.9x _ CCC/Caa2 NR

Sources: Company reports and Imperial Capital, LLC.

Overview
Company Description Blockbuster’s $250mn L+10% Revolver (with a 3.5% LIBOR floor) is currently quoted
Blockbuster Inc. is a leading global approximately 98 for an approximate 20.6% yield to its September 2010 maturity.
provider of in-home movie and game . .. .
entertainment, with over 7,200 stores An aggressive amortization schedule and high cash coupon help lenders recover
throughout the Americas, Europe, Asia, approximately 76 points of value before 3Q10, when Blockbuster will face significant

and Australia debt funding requirements, in our view (approximately $180mn of maturities).

The revolver is the next material maturity in the capital structure and the company has
approximately $423mn of net secured debt, approximately 1.5x 2009 estimated EBITDA
of $280mn.

Potential Liquidity Event
We estimate BBI has approximately $180mn of cash and likely will not run into liquidity
issues until 3Q10, when approximately $180mn of bank debt comes due.

®m By this period, Revolver lenders will have recovered approximately 76 points of
value (approximately 64 points of principal and approximately 12 points of
interest).

B |n 3Q10, we believe the company will need approximately $50mn to plug its
liquidity hole, which we do not foresee as a significant hurdle.

®m  Potential sources of liquidity include (1) a reduction in LCs, freeing up over $70mn
of restricted cash, (2) asset sales, (3) new or rollover financing.

Figure 2. Blockbuster—Capitalization, as of 7/5/09; Prices as of 9/3/09 (Dollars in Millions)

LTM Revenues (7/05/09)  4,730.9 Debt Net Debt Net Debt Price / YTM Interest Exp.
LTM Adj. EBITDA (7/05/09) 311.3 Face Face Market Analysis Analysis
LTM Adj. EBITDA %  (7/05/09) 6.6%
LTM CapEx (7/05/09) 91.5
LT™ Net LT™ Net LT™M
Settlement Date 09/09/09( Cum. EBITDA Cum. EBITDA Cum. EBITDA
Rating Debt 3113 Debt 311.3 Debt Debt 311.3 Rate/ Est.
S&P/Moodys Balance Face Mult. Face Mult. Mkt Mkt Mult. Price YTM  Mat. Coup. Int. Exp.
PF Cash' 179.9
Secured Debt
Revolver? B/B1 250.0 245.6 412.6 1.3x| 97-98.25 20.7%  9/30/10( L+10.00% 33.8
Canadian ABL 215 16.8 290.5 0.9x NA NA 9/30/10| 18.00% 3.9
Term Loan B* B/B1 301.2 278.6 377.9 1.2x| 92.50 10.8%  8/20/11| L+3.75% 12.3
Capital Leases & other 30.4 30.4 423.2 1.4x NA NA NA NA 0.1
Total Sr. Secured 603.1 603.1 1.9x 423.2 1.4x 50.
Unsecured Debt
9% Sr Sub Notes CCC/ Caa2 300.0 175.5 58.50 31.46%  9/1/12| 9.00% 27.0
Total Other Secured 300.0 903.1 2.9x 7232 2.3x 175.5 598.7 1.9x Interest 77.0
Perpetual Cvt. Preferred 155.6 7.50% 11.7
Common Stock (BBI-B) 46.1 $0.64 72.00 Shs
Common Stock (BBI) 1429 $1.17 122.10 Shs
Total Value 344.6 | 1,247.7 4.0x| 1,067.7 3.4x

(1) Includes ~$28mn of proceeds from sale of BBI's Irish entertainment retail chain. Does not include $71.4mn of restricted cash held to collateralize letters of credit.
(2) Incorporates a 3.5% LIBOR floor and requires monthly amortization payments beginning in December.

(3) Quarterly Amortization payments of $8.7MM until 10/1/10, then $66.6MM quarterly to maturity.

Note: Term Loan B amount outstanding is pro forma for current amortization payments.

Sources: Company reports and Imperial Capital, LLC.
Risk Factors associated with Blockbuster, Inc.

®  Unpredictable technological change in the delivery of entertainment media may
impact the company’s business.

B The company’s annual capital expenditures are limited under its credit agreement,
and such limitations may hinder Blockbuster’s future growth prospects.

®  Revenues may be adversely affected due to the variability of new movie titles and
game software.
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Fixed Income and Equity Research

This sample document is provided for informational purposes only and represents an incomplete excerpt of the
original research report. This sample document should not be relied upon to make any investment decision.

To obtain the complete version of this report, please contact your Imperial Capital account executive on 310-
246-3700 or visit our web site at www.imperialcapital.com.
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IMPORTANT DISCLOSURES, CERTIFICATIONS AND OTHER INFORMATION

Equity Ratings Definitions (through 6/30/09)
Rating Equity Distribution Fixed Income Ratings Definitions

Buy 87.5% Buy: TRR will exceed basket by at least 10%
Hold 4.14% Hold: TRR expected to be in-line with basket
Sell 8.33% Sell: TRR will underperform basket by at least 10%

This Equity Ratings Distribution reflects the percentage distribution for rated equity securities. Rating definitions are expressed as the total rate of return (TRR)
relative to the expected performance of a basket of like securities over a 12-month period. Within the previous 12 months, IC has provided investment banking
services to 9.5% of companies with equity rated a Buy, 0% of companies with equity rated a Sell, and 0% of companies with equity rated a Hold. As of
6/30/09. On 7/1/09, Imperial Capital's equity ratings definitions have been changed as follows:

Equity Ratings Definitions (as of 7/1/09)

Outperform: TRR will exceed basket by at least 10%

In-Line: TRR expected to be in-line with basket

Underperform: TRR will underperform basket by at least 10%
Rating definitions are expressed as the total rate of return (TRR) relative to the expected performance of a basket of like securities over a twelve month period.
Please refer to our publication dated 7/1/09 for details associated with the transition of our Equity Ratings to the current definitions, as described above.
See the previously issued research reports for a discussion of the valuation methods used to determine our price target, if any, risks
associated with a specific issuer, price charts of rated equities and ratings history of rated securities. For issuers without previously
issued research reports, the risks associated with the specific issuer are included at the end of the summary included herein.
Analyst Certification: Each research analyst whose name appears in bold on the front page certifies that: (1) the views expressed in this report reflect
the analyst’s personal views about the subject securities or issuers; and (2) none of the analyst’s compensation was, is or will be directly or indirectly
related to the specific recommendations or views expressed herein. The analyst(s) responsible for the preparation of this report receive(s)
compensation primarily based upon individual performance (e.g., productivity and quality of work) and the overall financial performance of Imperial
Capital, LLC, including overall revenues from investment banking activities.

ISSUERS WITH IMPERIAL CAPITAL PUBLISHED RESEARCH DISCLOSURE
Allegiant Travel Company None
American General Finance Corp. None
Angiotech Pharmaceuticals, Inc. None
Blockbuster, Inc. None
Boise, Inc. None
Catalent Pharma Solutions None
Conexant Systems None
Cosan Ltd. None
Eastman Kodak Company None
Ford Motor Credit None
Fortescue Metals Group None
Gymboree Corporation None
International Lease Finance Corp. None
Mannkind Corporation 7
Masco Corp, None
Michaels Stores, Inc. None
Northern Offshore 7
Nuveen Investments None
Park-Ohio Holdings None
Playboy Enterprises None
Rite Aid Corp. None
Select Medical Holdings Corporation None
Smithfield Foods, Inc. None
The Great Atlantic & Pacific Tea Company None
Toys “R” Us, Inc. None
Travelport Limited None
Trico Marine Services, Inc. 3,7
Tyco International 7
Unisys Corp. 7
United States Steel Corporation None
US Airways Group, Inc. 7

1 As of the date hereof, the analyst or other Imperial Capital, LLC (IC) or Imperial Capital Asset Management, LLC (ICAM) employee who assisted in
the drafting of this report (or a member of his/her household) has a financial interest in the securities of this entity.

2 |C makes a market in the debt securities of this entity.

IC makes a market in the equity securities of this entity.

As of 7/31/09, IC or its affiliates beneficially own 1% or more of any class of common equity securities of this entity.

IC has managed or co-managed a public offering or Rule 144A offering of securities for this entity during the past 12 months.

IC has received compensation for investment banking services from this entity during the past 12 months.

IC expects to receive or intends to seek compensation for investment banking services from this entity within the next three months.
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8 IC or its affiliates has received compensation for products or services other than investment banking services from this entity during the past 12

months.

° IC had a [investment banking services] [non-investment banking securities-related services] [non-securities services] client relationship with this
entity during the past 12 months.

10" As of the date hereof, the analyst or other IC or ICAM employee who assisted in the drafting of this report (or a member of his/her household) serves
as an officer, director or advisory board member of this entity.

11C had (and/or currently has) a financial advisory relationship with certain creditors or equity holders with respect to the entity during the past 12
months.

*Disclosure items appropriate to each entity, if any, are indicated.

The table above discloses IC’s or its affiliate’s ownership, if any, of securities mentioned herein. While this report is in circulation, IC or its affiliates may, from
time to time, make purchases or sales for their own accounts of securities of any entity. The table above also discloses, as of the date hereof, whether or not IC
makes a market in any of the securities mentioned herein. 1C’s market making may constitute, in the case of equity securities and certain debt securities, standing
ready to make purchases or sales of securities on a regular or continuous basis or quoting markets in debt securities. Notwithstanding IC’s market making
activities as of the date hereof, while this report is in circulation IC may begin or discontinue such market making activity for any entity.

This report was jointly prepared pursuant to an intercompany agreement with 1C’s affiliate, Imperial Capital Asset Management, LLC (ICAM), a SEC registered
investment advisor. The analyst who prepared this report is an associated person of ICAM. From time to time, ICAM may accept payments from customers for
generic investment advice contained in this report. None of the analyst’s compensation was, is or will be directly or indirectly related to the specific
recommendations or views expressed herein. This report is for information purposes only. Under no circumstances is it to be used or considered as an offer to
sell, or a solicitation of an offer to buy any security. While the information contained in this report has been obtained from sources believed to be reliable, we do
not represent or guarantee that the report is accurate or complete, and it should not be relied upon as such. Based on public information available to us, prices
and opinions expressed in this report reflect judgments as of the date hereof and are subject to change without notice. The securities covered by or mentioned in
this report involve substantial risk and should generally be purchased only by investors able to accept such risk. Any opinions expressed assume that this type of
investment is suitable for the investor. This report may be the last or only report covering the issuer(s), industries sectors and/or securities discussed. Decisions
to cease coverage are based on a variety of factors. IC and ICAM'’s research coverage is opportunistic in nature and analysts generally are not assigned
continuing-coverage responsibilities for any issuer, industry, sector or security. As a result, coverage of such issues is frequently characterized by either isolated
reports or long periods between reports. 1C’s and ICAM’s views of a security, issuer, industry or sector may change without the issuance of a new report. If you
would like to know whether IC’s and ICAM’s views have changed, please call us at (310) 246-3700.

Imperial Capital, LLC is a member of FINRA (www.finra.org) and SIPC (www.sipc.org)

© Copyright 2009 Imperial Capital, LLC and Imperial Capital Asset Management, LLC
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