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our ViSion

continuing to use our bramd,

. : -
Cur vision is to grow oor core rental business while
r

our massive database, our stores and our studio f,-" relationships to deliver an even
broader array of home entertainment to both existing and news audiences. By adoptimg this

approach, Blockbuster imtends to transform itsalf from a retail-only powerhouse into a leading
provider of homea entertainment. In other words, Bowever consumers want Lo recefve

our stares ...

thieir home entartaimment -  whether we are renting them a tape at one of

taking ther & "= arders owver the Intermat ... or beaming a digital file into their home - we plan

to be there. Blockbuster, The licket to Home Entertainment.




Toour Stockholders

Blockbuster - The Ticket to Home Entertainment.

The year 2000 |s significant for us since it marks the 15th

anniversary of Blockbuster's entry into the video rental business.

I a very short time, Blockbuster has becomea a brand that speaks on a reqular basis

to millions of households. A brand that has become an institution and a way of life

around the world, A brand so closely associated with rentable home entertainment,

it is virtually synomymous. As for the future, our viskon is simple. Over the next several

years, Blockbuster plans to transform (tsell from the workd's leading retailer of rentable

videos, DVDs and video games intoe a leading provider of multiple forms of home entertain-

et and services, Mo matter the format, no matter the distribution mediom,

Blockbuster internds to be " The Ticket to Home Entertalnment.”

The In-=Home Entertainment
Imdustry = a Compelling
Business Opportunity
Braadening aur wiew from a focus an
stare-hased mowie-and-game remtals o
& wision that encompasses the whals
world of hoeme snbefainrment will create
an increasingly compelling business
appariunity.

Acearding o industry ansbyst Paul
Rogan B Astociates, al-home rmovie
corsurnplion expenditures vwill noease
approgimately 40606 by 2005 o 527
billion, almast riple the amount spent
in 1980, The vast majority af thes
eperiditures. aboul B35, will b Tor
witdhesa s/ DV renitals and retail

Hovevir, hames mosie consumgplian

will also encompass pay-per-view and

®_

vidhen on dermand (VO] availatle
through cable and satellite s=rdces. |n
recognition of the appartunity this
presems, we ans solively ssploring the
eatension of our bramd to these allerma-
Eive technologies &5 they become
wiablds, With cur brand, cur databases,
our slare bege, studio relationships and
markeling capatbilities, Bockbuster,

in my opinion, is perfeclly positionsd Lo
take aftvaniage of the opportunibies
presemed by the growing hame enler-
tainrment industny.

Blockbuster's Growth Plan
Chir sirateqy o saize this advantage &
siraghtforsard and semphe.

First, vee intend 1o increass our

retail stare base efficencies - both by

rianagry cosls and maEximizing our
core motie and game reflal business.
Wie will also capitalize on our store
presence Lo demonstrabe and =l
Intemet and erlertainment services,
genieraling incremerial resenues and
cuslomes raffic.

Seecond, wee will sstablish altemative
vaitys Lo defiver enlerisinment 1o
people &t home by keveraging our ouam
fanmidable assets and collsbarating with
the Fight strabegic partners.

fudditionally, we will actively market
o database copabilities and our media
assels o other brand companies whao
can Benedit fram wsing our asss1s i
build heir businesses 25 we add o our

revEnUE Sreams.



Cores Rental Business

is Robust

Wikrile wee Firmnly beliewe thal the bechnal -
oy eaplosion will unlods the Brue value
of Bleckbuster, there i atill remendous
grovath potential in our core rental
Emsiness.

Fisl, with B& millian VR howse-
Frolds in the LS, and nearly halfl of
thorse Furving more Lhan one uiil, the
WEH enjoys huge consumer aoceplancs
arsd eomlinuesd growth. &lo cantriButing
1o the rental industry's favarable aut-
lnak is the advert of DVD, predicted o
k= i mane than 40 million households
within seven years, And, wilh our globsl
rollout of this digital formal Lt year,
e beslieue Blockinster is advantageousty
pasiticned 45 the warkd's leading
prosider of rentable OWE

Secand, lidio scomamics [oe
the video lanmal over other ways of

digtrilsiativeg Mo The Hollywood
iudics conlinue o reap about 5056 of
their domestic reverues fram video.

Third, video rental is alTordables, ITa
Tarmily wams an svening of entanain-
menl, renbing a video is ane of the least
spenSye ard mast gratifiying ways they
cai sperdl their Lime, and this is a
dynamic we shoukdn't underestimale.
Mearly a third of U5 households dan'l
aven Subscribe o bisic cable with
ane af the reasons being iLs senply too
D G,

And, Tiradty, Blockbuser's shars of
the video rental business conlinues 1o
qrivr against a backdrop of industry
cangalidation. In the past ban yesrs,
there has been a 145% reduction in the
latal number al wideo slarss aperating
in the LLS. while Blockbuster grevw ils
dimestic sbare bass by around 9% in
lhe Sarme lime period.

At-Home Movie Consumption EHFIEHdIl'UIEE

Source: Paul Ragan & Assosidtes
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.43 Billion

Payj Far Wik
§.20 Billiss

1900 Total

10,1 Billicsn

Cabda
§3.58 Billion

T Lo L
5.5% Billkom

Billiaa

1999 Toual

419.5 Billioa

19898 = a Year

of Achisvement For
Blockbuster

Alloff this has sconued bo the bernsfil aof
o financisk with 1999 being a year of
sigriificant achisvament far the Company:

m= For the peer eraded Decermber 31,
149549, Blockbusher reported necord
wod bl reosnue of $4.46 billon,
155 higher than 1958 fewvenue
of £3589 billian.

mn Exchuding a one-Lirme change Laken
im 1998, samings belone inberest,
tanes, deprecialion and amortization
(EBITOA) incresssd 15% cver 1098

i 2514 milion

e Supne-abons revemes for 1008 el
1998 incremsed by & combined 22%.

= Bsed on industry data, aur market
share ol e domestic video rental

Eallkte
£4.02 EBillion

2005 Progected Toal

£27.5 Billkon

_®



While we firmly believe that the technology explosion will unlock

the true value of Blockbuster, there is still tremendous growth potential in

our core rental business.,

business grew betwsen hres i

Tiue percenlage paints in 1899,

= Yii'e bisd & ned increass of 772
conpirate and franchiss slores

waar v,

e |00 TEE Sur eustamesr logalty
rating reached record highs.

Our Retail Base -
a Yaluable Asset in a
Virtual World
In addition Lo raximiting the relums
Tram our stares, well be lEversing
thermn Lo generals new Sources of
reganue and custamers - 2% highlighed
by our recent annauncement with
America Onling, Ine. (A0L), under
which vee will pramate A0L praducts
aned services through our domestic
redail base and receine revenues fram
the AOL memberships we generate.
This is the first of what we hape will
be several anmouncements, taming
Blockbuster with Intemet and enter-
lairwnenl-service providers. who see the
walue inousing aur high-quality
neighibarhaad relail envirenments o
demonsirate and sell their services. n
redurn, cur plan i that Blockbustes
will receive both mmediate and ongoing
resenues while strategically aligning us
with companies thal can help aclislie
aur lang-term goal Lo deliver home
erilertainmenl vis & variety of digitsl
distribution channels,

@_

Our Database - the Source
of Potential Additional
Revenues
Dur retail stores are not the only s
W e e aging 1o gererals incrermental
resrermies. W ith a trarsactional dalabuse
that halds 65 million 12-manth active
bl accoinbs, vee Besliove we have
ane af e richest enterlainment relal
datsbhurses in the workd

Mindiul at all tienes that respect far
o mernbers’ privacy i fundamenial to
aur relationship with them, we have
Breegun wtiliting our database capabili-
Lies &5 1he basis for marketing alliances
wilh companies in the enterlsinment,
airline, widen game and saft drink
industries. Cur plan in 2000 & to mare
Tually pusrsue thess apparbunilies, as
avidenced by the multimillion-dallar,
e year databess marketing agreement
v recienlly signed wath KIC] WarldCom,

Mew Technology initiatives
We are also maving lareand Lo realize
Lfie cpporiunities. presenbed by
a-tomrnerce and new direct-a-home
Leschinologies.

lin Movernber 1298, we ouethawbsd
and relaumched our Web sile,
Ileckbuster com, o make il g mone
afficient e-commence outlel IL's impor-
Lanl Lo nabe that e-cormmeroe Wi
nol the final abjective behind the
relaunch, bl & strategic first skepin

aur missian 1o pesition bockbuster.com

a5 an enberianment destination site -
& sils that, ower Lime, will enhance aur
glabal business & opposed 1o simply
generaling revenues.

In 2000, we ml=nd 1o inegrate aur
online cagabilities wilh our Slone
sysberns, alowing consumens Lo seach a
Slore's Fmeenbary b reserve a Lithes and
prepay - all through blodsbuster com.

Wi SLrerning is also coming b
blackbnister com. Alomtilms. a keading
saurce af high-quality short-Tomm enber-
Lainment, intends 1o fumish us with
beath conlenl and streaming-redsted
technalogies. Later this year, we plan 1o
b= abde 1o show film clips and other
short-fom entertanment on the site,

fudditionally, a3 undersoared by a
twast al recenl anmouncements, we are
actively aligring oursshees with cantent
providers and altermatiee delivery nel-
varks 10 position oursekies fr the
Future of borme anbarlammenl, whalsder
course il foldlows.

o this end, Lite last year - 25 parl
of am announcement under which we
Eescarme & premier video prowvider on
AL Ertertainment Channed and AOL
vaill Bescaime an equity imseston in
blokbuster.com - our cormpanies
agreed Lo explore the possibility of
deweloping a model far broadband
corilent deployment



e alio ammaunced nlenlions o
work with [ie, Inc. bo jonlly develop a
business rmodel for virtual video an-
dherriand. Using the Tivo det-lap bar, we
erwision thal movie lovers will be able o
davnload movies lrom BLOCEEUSTER=,
exerciing VOR-lke comtrol aver the
Wiring eaperiemoe.

I'n the area af conbent, we recenlly
arnounted st we will be Lesting and
developing a business moadel with
Metro-Goldaym-Mayer (M) for video
stresrming s film library.

HAdditiormally, we are exploring home
delivery with a variety of potential
pariress, including same-day, ouvernighl-
ard food -delivery services,

Clur gl with all of these nitialves
& o be technalogy agnostic, o fanm
strategic alliances behind all potential
hame-erlertanment distribution chan-
niels and 1o esiablish lirst-mover advan-

lage in erneging home enber laimment

options, o, regardiess af the schnolo-

gy, wWherevwsr the comumers goes,

Blockbuster will be there,

The Future of In-Home
Entertainment is
Blockbuster's
Cur wlirnate gaal is simple: o dedier
hame emertainment o consumers
Frawveerwesr Lhey wand 1o recehee it
Whether we are renting them a Lape
or a DV at ane of our stores . 1aking
their arder aver the Intermnetl.  or
beaming a digital video file inba their
chosen horme enterlanment appliance,
| bl thee appartunity in home

enlertairmment it Blockbusber's 1o s=ite.
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Since Blockbuster opened
s first video siors 15 years ago, we
Furve growm fram a single location

in Ualles, Texas, inlo the numbes-one
widhesty chisin in the world, currently
emplaying some 32000 peaple and
aperating mare than 7,000 stores in 26
countries with 63 million 12-month
active member acoounls and an
average of 3.1 million daly customers
walking throwgh our doars in the United
States alone.

Statistics fke this enables us o
confidently lay claim to being the cate
gary giant in rentable home entertain-
menl, =ven & we make plans o

beoame a leading, branded provider af

muultiple bypes of hame enbertainmernt
and services.

[ siscress, in partic s aur
dramuabic resurgence over the past twa
yaars, it thanks in great parl Lo
the new business moded we put g
into place in 1298, a business ;
micded predicated an satisfying
e cusbamer Witk a weider and desper
b Riom of viden Ritkes thraugh
revenue-sharing agreermemts with the
mjar Sludios.

Customes feapanss b theus

changes has been positive. |n 1988 the

Mabure imtent-to-remt among active

Blockbnster memmbers was the highest
eyier N our recorded history, as vt aur
rurmibier of 28-day sctive members and
the number af our oustomers nol
sharing their business with a competilos
A& far the number of cunstomers leaving
ol slores unbagipy of @ mply-handed,
il Fell 1o its loveest lesed sincs we began

tracking that data.

In amather move designed b
salisly our custamers, we intro-

duced] WD-fonmatted movies glob-

ally, both rental and retail. With mane

than &0 millicn DVD players projected




o be in households within Seven years,

LD i the fastes] grovwing packaged
media playback device in history
accarding 1o industry anabysts, and we
Eeieue Blockbuster i now the leading
rental provider of this new digital producl.

Qther product developments in
189849 inchueded the addition of a

Hispanic product madule in Seleded

stares throughoul the country

the expansion of our .
"undance Hecommends L '&?
A :

spelion o 3,000 stores

£
=

and an increasing srray
.y

Fd

afl mavies mvailable saclusively at
SLOCKEUSTER®. fs & matter of
TAct, e Funde become ane f
of the argest distrifubars
ol independent films in the
country, praviding a marketing
differemtiall lor aursefees and giving our
CLEROMers access o quality movies
they might atherwise be unabdes to see.
I the: game cateqory, BLOCKRLSTER
confinues o be e nation's leading
renter of video games, and st year,
we expanded our alferings o include
Game Bay, hardware and softwane

rentals. We Belisve we are now the only

reational chain o rent this hand-held
garning sysbem.

From games 1o the holtest e
rediites, v continued IG5 commurmcals
wilh consumess through our marketing
efforts, keting therm Know thoet
Elockbuster i one of their best chaices
fiar rentafile horme entertanmenl As
the industry s only consigten netionol
adveriiser, we leamed last year that
when we gol behind powerhouse movie
tithes and promaltsd their guerantead
anaiability, cur shane of the indusiry-wide
rental of many af these Ritkes was in
escess af BOEG. Dur plan in 3000 i o

_{D



Tocus oir media plan entirely on these
ley Lithes 10 deliver preater afficiencies
and resulls.

Hrother marketing chim o fame for
ues i the BLOCKBLSTER ENTERTAIMMENT
HMARDS®, one al the workd's larges)
pubdicly voled awards shovws, hanoring
achisyermenls in film and music. Now in
il sixth g, e BEA sired inover B0
couriries and was viewed by
rnire than six millian
peaphs in the Lnted
Sistes alane 51 year.

@_

Blockbustes s phiysical presence also

qrev st year a3 G52 comparny siores
wara built worldwide, with 305

of those new oeations being

built in the United Sates,

U the franchise side ol the
business, domestically we added 25
new franchise groups who have com-
miftted Lo building n exoess of 126
afires in 20000 We honve also atiractad
ranchisess abrosd, most notably in
Australia, Taivwan and Spain,
Mearratiile, v coreerbed or - refran-
chised]” Several smaller corparale
markets that are beller fun 25 franchise
operations both in the U3, and inlema-
tianally, &3 in New fealand.

=aing forvard, aur plars are bo
conbinue facusing aur conporate L5,
growth an the 70 largest melro aress
whilks cultivating framchise relationships
i simaller markels, & for istemational,
vae're staying focus=d an & few bap
Ciowan if s,

With a record nunber of people
coming through aur stares last year and
lorig-Lenm leases an some wery chojos
real estabe, our 7,000-plus stores are
becommirg an increasingly valuable asee
i a virtual economy and are & aritical

cormponent 0 our Slrategy 1o ransform



the company into & provider of multiple
Torms of home entertainment. AS eyi-
denced by cur recently armouncsd
miliative 10 markel Armerica Online, Inc.
[AOL) memberships through our stores

- e ane lEveraging our
retail bseations Lo generabs
mew fEveniess through
|nEemet, enber arment and
cornimuricalions companies who wanl
1o ullilis our siores 3% 8 way o reach
prospeclive customers.

e are alo leveraging our dalabase
capabilities, along with our medis
aes (the BLOCKBLSTER: EMTERTAIN-
MENT AWARDS " ockbuster.com, aur

F-atore monitar nebsock, Prawsws

Aagrarms, direct mail program and
HLOCKBUSTER GIFTCARDS" ) o help
ather companies develop customer
relationship management prograns
that will erable them o b=iter acguine
and relain customers whils prodding
addftional resemues for Blockbaster.
Dhur workchaide datafurse, comprised
al 65 milion 12-month active member

E

bages in the country and was furlher
enriched with the mliou of BLOCKBUSTER
Heswards™ in February T8EE.

acoounls worklvade - with
o 40 million al thoss
pocounts inthe US. - s

ane of the largest retail data-

Cur leyalty frequency program,
ELOCRBUSTER Rewards. included five
rmillion mernber accolnis as of year-end
and o our Knowledge, was ane of the
fstest-growing, lampest fee-bated oy
alty praograms in its first year.

Wie also experisnced some impres-
sive gaing last year in the mimber of
campanies purchasing BLOCKEUS | EH
Gl FTCARDS for employes or customes
imcemtives. Recenily named amang the
top five corparale premiums in the
ool ey by Incaniive magazine,
BLOCKAUSTER GIFTCARD™ business-to-

busines=s sales were up significanthy oweer

_®



ksl weaw and consumer sakes through
our slores veers wg for the fowrth-
coraecl e et

BLOCKBUSTER GIF ITCAHD=" were
alst eailshle through blockbuster, cam,
which was relaunched late in
Mavember as part aof aur plan & max-
mide ouf cofe remal bisiness while
simultanecusly moving 1o realize the
naime enleslanment apportuniies
presented by s-commenos and few
direct-to- hame Lechnologies.

The Tourth-quarter mission for

Blckbusler oom, which we adhisved an

WU CONTTR

m
Bl BT P LS rT P ey,
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achedule, weas o estab-
lish the site's infrasbnic-
Lure and ko begin attracting 4 layal
hrand-sensilive custamer bese. Howewer
the real significance of blockbuster cam
the integration af the site with our
in-slore systems - should begin Lo
hecome apparent bsler this year when
custormers will be able o search a
speecific Slares imsenbory and resene
mcrvies anline. Fully BIrG of the
CLSLNMETS e Ve surveyed strangly
indicated they want this servics and a
nusmber aff non-Blockbuster members

would consider membership with us

when these sendices are svailables.
Chhser blockbuster com news
includes the sunch of our co-branded
il on AOL's Entertainment Channed
in Decarnbar and aur annauncemeant
earlier this year that AtamFilms, a
cormpany that distributes high-quality
short-form entertanment, inl=nds
ks Furrrsh s with both cantent amd
streaming-relsted technologies.
Dwtsicde the U5, we launched an
e-commerce site n the LK., and we
plar Lo explone lechnology opparlunities
abrousd jurst a5 vwe are domestically.

fis Tor aur averall bechnology plan,



aur gaal is o delier & satisfying in

hame entertanment experience, regard
le=ss af formal, regardless of distribition
rmediim and, 1o that end, v have besn
actively aligning oursehees with conlent
providers and delivery nebaorks.

I'nn earky 2000 we announced aur
plans bo work with [ivo, the creatar of
personal television, o develop and
deploy a video on dernand-like Serdice
that will enable TiVo subscribers io
ablain & sedection of movies fram
BLOCKEUS | ER- through their set-1op
bt ard exercise

VCH-like cantrol

aver the viewing axperisnce.
Additionally, as part af aur allianoe
wilh SOL, we hivees said Both compa-

nies woukd wark togeth-
e

&F o explore developing | R oni

a model Far brosd bemd
conlent deplyment.
Mearrahiile, to provide content for
poteniial electronic defvery, we
snlered inlo an agreemenl o make
apdect films from Lhe MG Brary
arvailable for digital strearming and
dowriloading via the Intermel or ather
horne delivery technolagies.

Wi sapect these 1o be the first of

ety sich ammaunceEmenls a5 we

comtinue 1o engage in dBcussions with
a wide specirum of content and
ernerging techmology providess through
the year 2000 and beyand.

Cur long-tenm plan with all of these
imitiatives is o continue 1o grow our
core renlal business while: keveraging
our bramd, our massive Branssclional
dstaborse, aur unrivalled bricks amd
mortar infrasfructure, and our sbudio
refatiorshigs o thal going loresard, e
will be able Lo deliver a broader array of
b entertainment for Both exsting

and new audienoss.

_®
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Board Members

Join F. Anticco
Chabrmean of the Board of Directors, President and Chief Execuiive Offcer

Philippe P, Dawman
Chepuiby Chaimean, Exsoutive Wioe President and Director of Wacom ne

Tharnas E. Doodey

Dieputy Crakmman, Exeoutive Vice President and Director of VWacom (nc
Linda Griega

Presidemt of fapgo Entertainment Group, LLE.

Joiin L Mussthing
(H Cioumsal to the Cincineatl, Ohio, e firm of Keating. Musthing & Elekamp

Summner . Bedstone
Crabmean of the Board of Directors and Chief Exeoutive Officer of Wacom Irc

Stock Transfer Agent

First Chicage Trust Company of Mew York, a divigan of bquiberve
P1O. Bax 2500

Jersey City, B 07303

Chuesstbons & imguiries via First Chicogo's Whetsibe: hipes wwas squisense oom

Independent Auditors
Pricewaterhouseloapers LLE
001 Ross Avenilse

Zuite 1800
Dallas, T4 75201

Annual Meeting of Stockholders

The Annual Mesting af Sockhakders will b= held on Tuesday, May 23, 2000
10:00 am. a1 Hotel Adalphus

1321 Commesce Stresl

Dk, TX 75202

{214} T42-E300

Stock Listing
Blakbuster Inc. rades on the New Yook Stock Exchange under the symbal BSE

Annual Report on Form 10-K

Ireesstiors who wish to receive a copy of the Compary’s Annual Report on Form 10-K
may obilain a copy upon request by conbacting:

Bk ster Inc.

Irverstior Felstions

1301 Eim Strest

Dall=s, TX 75210

{214} B5A-3000

Ses our Website st Mockbuster.com
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