UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

Jointly Administered under

Inre: Case No. 08-46617
Polaroid Corporation, et al., Court Files No.’s:
Debtors. 08-46617 (GFK)
(includes:
Polaroid Holding Company; 08-46621 (GFK)
Polaroid Consumer Electronics, LLC; 08-46620 (GFK)
Polaroid Capital, LLC; 08-46623 (GFK)
Polaroid Latin America I Corporation; 08-46624 (GFK)
Polaroid Asia Pacific LLC; 08-46625 (GFK)
Polaroid International Holding LLC; 08-46626 (GFK)
Polaroid New Bedford Real Estate, LLC; 08-46627 (GFK)
Polaroid Norwood Real Estate, LLC; 08-46628 (GFK)
Polaroid Waltham Real Estate, LLC) 08-46629 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

NOTICE OF MOTION, MOTION FOR EXPEDITED HEARING AND MOTION TO

SELL CERTAIN PERSONAL PROPERTY TO 20X24 HOLDINGS, LLC FREE AND

CLEAR OF LIENS, CLAIMS, ENCUMBRANCES AND INTERESTS AND OUTSIDE
THE ORDINARY COURSE OF BUSINESS

TO:  The entities specified in Local Rule 9013-3

1. Polaroid Corporation (“Polaroid” or “Debtor”) through its undersigned
attorneys, respectfully move the Court for the relief requested herein and give notice of hearing.

2. The Court will hold a hearing of this Motion before the Honorable Gregory F.
Kishel, United States Bankruptcy Judge, at 2:00 p.m. on Thursday May 7, 2009, in Courtroom
2A, at the United States Courthouse, 316 N. Robert Street, St. Paul, Minnesota.

3. Local Rule 9006-1(b) provides deadlines for responses to this Motion. However,
given the expedited relief sought, Debtors do not object to written responses being filed no later
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than 12:00 p.m. on Wednesday May 6, 2009. UNLESS A RESPONSE OPPOSING THE
MOTION IS TIMELY FILED, THE COURT MAY GRANT THE MOTION WITHOUT
A HEARING.

4. This Court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157 and
1334, Bankruptcy Rule 5005 and Local Rule 1070-1. This is a core proceeding. Petitions
commencing the Chapter 11 cases of Polaroid were filed on December 18, 2008. Venue of these
cases and this motion in this district are proper pursuant to 28 U.S.C. §§ 1408 and 1409. The
cases are now pending before this Court.

5. This Motion arises under 11 U.S.C. § 363 and Federal Rules of Bankruptcy
Procedure 6004. This Motion is filed under Fed. R. Bankr. P. 9014 and Local Rules 9013-1
through 3. Polaroid seeks authorization to complete the sale of certain 20x24 cameras, lighting
equipment and other accessory items, including 120 photographic kits to 20x24 Holdings, LLC
(“20x24 Holdings”) as well as the manufacturing equipment used in the manufacture of such
film that is no longer used by Polaroid along with unfinished film components necessary for
20x24 Holdings to manufacture the 20x24 film needed for continued operation and use of these
unique cameras.

BACKGROUND

6. The Debtor filed a voluntary petition for relief pursuant to Chapter 11 of Title 11
of the United States Code (the “Bankruptcy Code”). The Debtor continues to operate as a
debtor-in-possession pursuant to §§ 1107 and 1108 of the Bankruptcy Code. No bankruptcy
trustee or examiner has been appointed in the Debtor’s case. A committee of unsecured creditors

has been appointed pursuant to § 1102 of the Bankruptcy Code on January 8, 2009.
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The Debtor’s Businesses

7. Polaroid was founded in 1937 by Edwin H. Land, a pioneer in instant film,
camera and camera accessories. The company initially focused on the development and sale of
polarized sunglasses and lenses and, in 1939, sold more than one million pairs of sunglasses. In
1948, Polaroid introduced the first commercial instant film camera, and since that time, has been
a recognized technological leader and innovator in the instant film and camera industry and more
recently a leading consumer electronics company. The company has grown into a global digital
entertainment brand with annual sales of more than $1 billion. The “Polaroid” brand is a global
consumer icon with substantial brand awareness and value. It ranks among the most
recognizable brands in the world and triggers powerful, positive associations for consumers of all
ages.

8. Polaroid was acquired by Petters Group Worldwide, LLC (“PGW”) in April 2005
and PGW owns 100% of Polaroid’s equity. Since the PGW acquisition, Polaroid has
transitioned from a historic pioneering company with significant brand equity focused on analog
film into a Twenty-first Century global company focused on digital printing, consumer
electronics and licensing. Polaroid designs, develops, manufactures and markets instant and
digital imaging products. Building on its 70-year heritage of visual innovation, Polaroid has an
established and growing portfolio of digital imaging and lifestyle products, including portable
zero-ink printers, LCD televisions, portable DVD players (standard, portable and BluRay®),
digital cameras, instant cameras, digital picture frames and GPS technology. Polaroid has
established strong retail distribution relationships with major retailers in North America and
Europe.

9. In the consumer electronics segment of its market, Polaroid has faced significant
challenges arising from the commoditization in LCD television and portable DVD products. As

3

Doc# 2873970\1



a result, Polaroid has moved to a brand license business model for consumer electronics with the
company’s leading retailers, lowering financing requirements, inventory risks and reducing
overhead costs.

10.  Polaroid has a strong pipeline of new products and planned launches. In the
digital printing segment of its market, Polaroid has been investing in new products featuring
modern designs and proprietary technology, such as the Polaroid PoGO™ Instant Mobile Printer
featuring ZINK™ Zero Ink printing technology. The Polaroid PoGO™ Instant Mobile Printer is
the first truly mobile printer. Polaroid owns or has exclusive rights to emerging technologies that
will enable it to further expand its presence in consumer and commercial markets. The company
anticipates launching four technological breakthrough products in 2009.

Events Leading to Chapter 11 Filings

1. Despite having one of the most recognized brand names in the world, Polaroid has
seen a decline in net sales over the past several years, coupled with increasing operational and
product development costs. The company sustained substantial operating losses since the
business was acquired by PGW in April of 2005 and the company funded these losses primarily
through the use of existing cash resources, favorable one-time cash flow impacts from the wind-
down of the instant film business and the sale of other assets, including real estate. Prior to the
commencement of the bankruptcy cases, Polaroid implemented cost-saving measures aimed at
reducing overhead and increasing operational efficiencies. Nevertheless, the company’s cash
resources have been strained. Substantial capital requirements are necessary in order to return
the company to profitability and Polaroid has been unable to obtain needed financing.

12. Consequently, the Debtors were forced to seek relief Chapter 11 of the
Bankruptcy Code in order to reorganize its operations. The Debtors continue to operate their

businesses as debtors-in-possession.
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Events Since Chapter 11 Filing

13. On January 28, 2009, Polaroid filed a motion with the Court requesting, among
other things, court approval of certain auction and bidding procedures and the approval of the
sale of its assets outside the ordinary course of business (“Sale Motion”). By order dated
February 18, 2009, the Court approved the auction and bidding procedures and authorized
Polaroid to sell certain of its assets outside the ordinary course of business (“Bidding
Procedures Order”). Pursuant to the Bidding Procedures Order, Debtors conducted an auction
for the sale of its assets (the “Auction”). The Auction concluded on April 16, 2009. At the
conclusion of that Auction, PLR Acquisition, LLC, a joint venture between Hilco Consumer
Capital Corp. (“Hilco”) and Gordon Brothers Brands, LLC (“GBB”), was designated as the
successful bidder (“Successful Bidder” or “Buyer”). The Court entered an order granting the
Sale Motion on April 17, 2009 and approving the sale of certain assets to the Buyer.

14.  Pursuant to the asset purchase agreement with the Buyer (the “APA”), a number
of assets owned by the Debtor have been excluded from the sale (the “Excluded Assets”). It is
imperative that Polaroid be able to monetize Excluded Assets as promptly and as efficiently as
possible in order to maximize the value of the bankruptcy estate for the benefit of all
constituencies.

RELIEF REQUESTED

15. In 1977, Polaroid developed a unique camera to accurately reproduce works of
fine art, such as paintings and tapestries. The camera stands 5 feet high, weighs 235 pounds and
uses a film negative that is 20 inches by 24 inches in size. The 20x24-inch format is capable of
capturing superbly detailed images, from close-up views of Raphael’s Transfiguration for the
Vatican Museum to color portraits of President Clinton at the White House, as the sharpness and
grain are unparalleled because no enlargement is needed to produce a picture of this size. The
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20x24 camera offers artists large format analog film technology that captures tonal nuances that
remain impossible to capture with current digital camera technology. There are less than 10 of
these cameras existing in the world today, located at studios in New York, Boston, San
Francisco, and Prague, Czechoslovakia.

16. Until March, 2008, Polaroid operated the 20x24 studio photography business at
584 Broadway in New York City (the “Studio”). Polaroid has exited the consumer and
professional film business and the former director of the Studio assembled a group of private
investors to underwrite the acquisition of the Studio. At that time, Polaroid relinquished
possession of the Studio, including the 20x24 camera and photographic kits, and sought to enter
into an agreement with 20x24 Holdings to acquire the studio photography business conducted at
that location. That agreement, however, was never completed prior to the bankruptcy filing on
December 18, 2008. The studio has since moved to a new location in Tribeca, New York.

17.  Despite the passing of time, Polaroid seeks to sell, and 20x24 Holdings still
desires to purchase, the Studio’s assets, including the 20x24 Camera, lighting equipment, other
accessory items used in the Studio and photographic kits located in the Studio (collectively, the
“Studio Equipment”), for a total price of $257,000.00, as further described in the letter
agreement (“Letter Agreement”) attached hereto as Exhibit A.

18.  In addition to the Studio equipment, 20x24 Holdings seeks to acquire the no-
longer used film manufacturing equipment and film manufacturing components located at
Polaroid’s Readville facility, which will allow 20x24 Holdings to produce additional film for use
in the Studio, as well as for sale to the other similar studios worldwide. 20x24 Holdings agrees

to purchase this additional manufacturing equipment, film components and necessary chemicals
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(collectively, the “Manufacturing Equipment”) for an additional price of approximately
$412,000.

19.  Such film components do have expiration dates, and it is imperative that such film
and components be utilized as soon as possible to avoid their spoilage and eventual destruction.
If that were to occur, Polaroid would incur substantial expense as these items contain hazardous
chemicals and materials.

20. The Studio Equipment and Manufacturing Equipment are Excluded Assets under
the APA. Because the Studio Equipment was relinquished nearly one year ago, and
Manufacturing Equipment are remnants of the instant film business that Polaroid has exited,
these assets are no longer utilized in Polaroid’s business operations today.

21. The Letter Agreement was negotiated in good faith and at arms length. The
Debtor believes that the value offered for the Studio Equipment and Manufacturing equipment
represents its fair value.

22.  Polaroid and 20x24 Holdings also seeks to enter into a brand license agreement,
which will allow 20x24 Holdings to use of the trade name of Polaroid in certain limited
circumstances such as on sales, advertising and promotional materials for the Studio for
approximately one more year. A true and correct copy of the Brand License Agreement is
attached hereto as Exhibit B. The 20x24 camera is a unique enhancement to the Polaroid brand
and continues to preserve the Polaroid image and involvement in this unique photographic
technology by allowing photographers and other artists access avenues of expression not
otherwise available. The continued operation of the Studio by 20x24 Holdings, providing artists

continued access to this unique photographic technology, will enhance the Polaroid brand for any
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entity that acquires Polaroid’s assets, including the Polaroid brand. The Buyer has consented to
the brand license agreement and has further agreed to its assignment under the APA.

23.  Polaroid seeks authority to transfer its entire right, title and interest in the Studio
Equipment and Manufacturing Equipment free and clear of all liens, claims, encumbrances and
interests under 11 U.S.C. § 363(f). Polaroid does not believe that there are currently any liens or
other security interests attached to the Studio Equipment or Manufacturing equipment, other than
security interests granted to affiliated entities Petters Company, Inc. and Petters Capital, LLC
that are subject to bona fide dispute. Such liens, even if valid and enforceable, would not
preclude approval of this sale.

EXPEDITED RELIEF

24. Prior to commencing the Auction, Debtors received multiple bids, one of which
included the 20x24 equipment as an acquired asset. Due to the length of time between
commencement and conclusion of the Auction, the Debtor has been unable to proceed with the
proposed sale. Now that the Auction has concluded, a Buyer has been identified that does not
seek to acquire the 20x24 Manufacturing Equipment, and the Court has granted the Sale Motion,
the Debtor now seeks to proceed with the proposed sale to 20x24 Holdings.

25.  Expedited relief is necessary because the Manufacturing Equipment is located in
Debtor’s Readville facility, which lease expires by its own terms on May 31, 2009. Because the
Debtor must vacate the Readville facility quickly, Debtors seek expedited relief to allow 20x24
Holdings sufficient time to remove the Manufacturing Equipment from the Readville facility and
to also allow Debtor to clean and prepare the premises for return to the landlord. Accordingly,
the Debtor respectfully assert cause exists to hear the Motion on an expedited basis.

26.  Pursuant to Local Rule 9013-2(c), the Debtors give notice that they may, if
necessary, call Bradford J. Kullberg, former Vice President, Corporate Business Development
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and General Manager, Intellectual Property and/or Robert McDonough, Senior Vice President of
Finance, whose business address is 300 Baker Avenue, Concord, Massachusetts, 01742. Other
representatives of Polaroid may also be called.

WHEREFORE, Polaroid, through its undersigned counsel, move the Court for an order
(1) granting expedited relief, (2) authorizing it to sell property of the estate, in the form of the
20x24 camera, related studio equipment, film manufacturing equipment and related components
to 20x24 Holdings, LLC, (3) authorizing such sale free and clear of liens, (4) authorizing Debtor
to enter into brand license agreement substantially similar in form and content to that attached to

the Motion, and (5) granting such other relief as the Court may deem just and equitable.

DATED: April 27, 2009 LINDQUIST & VENNUM P.L.L.P.

By: /e/ George H. Singer

James A. Lodoen (#173605)
George H. Singer (#262043)

4200 IDS Center

80 South Eighth Street
Minneapolis, MN 55402-2274
(612) 371-3211

(612) 371-3207 (facsimile)
www.lindquist.com

ATTORNEYS FOR
POLAROID CORPORATION
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& Polaroid

A-19695

Polaroid Corporation
300 Baker Avenue
Concord, MA 01742 USA

June 5, 2008

Mr. Daniel H. Stern
20X24 Hoidings, L1.C
650 Madison Avenue
New York, NY 10022

Dear Mr. Stern:

With this letter agreement (the “Agreement”) Polaroid Corporation (“Polareid”) and
20X24 Holdings, LLC (“Holdings”) are documenting their agreement with respect to the
purchase by Holdings of certain assets of Polaroid Corporation that constitute Polarcid’s
20” x 24” studio photography business which operated in Polaroid’s leased facility at 584
Broadway, New York, New York (the “Studio”). The parties acknowledge that Polaroid’s
lease terminated on March 31, 2008 and that Holdings became responsible for entering into
its own lease for the Studio as of that date.

As of the date hereof, Holdings has purchased (i) the 20” x 24” cameras, lighting
equipment, and other accessory items used in the business and located in the Studio for
$5,000.00 and (ii) the 20 x 24 photographic kit inventory (120 kits) located in the Studio and
in Polaroid’s Readville, MA distribution center on an “as is” basis for $2,100.00 per kit, or
$ 257,000.00 in the aggregate, as evidenced by the Bill of Sale delivered to Holdings by
Polaroid dated the date hereof.

Holdings agrees to sell up to fifteen (15) 20 x 24 photographic kits per year to Photo Movie
S.R.L. (“Photo Movie”), offices at Viale Ranzoni 15/a in Milan, Italy, at a price of
$3700.00 per kit until March 31, 2010 to the extent that such kits are ordered by Photo
Movie and owned by Holdings.

Polaroid understands that Holdings intends to establish at its own expense a Massachusetts
manufacturing site to produce additional 20 x 24 photographic kits for its future use.
Should Holdings establish such a site on or prior to December 31, 2008, Polaroid hereby
agrees to sell to Holdings certain manufacturing equipment located in Polaroid’s Readville,
MA facility for $1.00 on an “as is, where is” basis upon request by Holdings on or prior to
such date. Holdings will be responsible for all removal and transportation costs of such
equipment. In connection with Holdings’ manufacturing activities, Polaroid also hereby
agrees to sell Holdings all of Polarcid’s 20 x 24 component inventory (approximately 550
complete kit equivalents) for $750.00 per kit equivalent, upon order by Holdings on as “as
is” basis, should such order or orders be placed on or prior to December 31, 2008.

In addition to this Agreement, Polaroid and Holdings are concurrently entering into a brand
license agreement to allow Holdings to use the trade name Polaroid in certain limited
circumstances on sales, advertising and promotional materials. The terms and conditions of
Holdings use of the trade name are contained in that document.




Mr. Daniel H. Stern
20X24 Holdings LLC
June 5, 2008

Page 2

This Agreement may be modified only in writing signed by both Parties and shall be
governed by the laws of the Commonwealth of Massachusetts (excluding its conflict of laws
principles).

If this Agreement accurately reflects your understanding of our agreement with respect to the
matters contained herein, please so indicate by signing it where indicated below and returning
it to us,

Sincerely,

POLAROID CORPORATION

By:
Name: Bradford J. Kullberg
Its: VP Business Development

Agreed:
20X24 HOLDINGS LLC

By: @’wm/(ﬂéb

Name: Daniel H. Stern
Its: Managing Member
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Attention: General Counsel

(b) if to NEWCO:
650 Madison Avenue
New York, NY 10022

Attention: Mr. Daniel H. Stern

8. TRADEMARK REGISTRATION.

(a)

(b)

(©

LIBC/2775600.4
TRA 2177082v.2

NEWCO shall not under any circumstance seek to register the Licensed
Trademarks or any designation confusingly similar thereto. Any violation of this
provision shall result in (i) automatic assignment of any resulting applications or
rights to POLAROID and (ii) automatic termination of this Agreement, and
NEWCO agrees to sign any necessary documents requested by POLAROID and
hereby grants POLAROID a power of attorney for purposes of effectuating its
rights under this provision.

NEWCO agrees to assist POLAROID (at POLAROID's expense) to the extent
reasonably necessary in the procurement of any protection or to protect any of
POLAROID's rights in the Licensed Trademarks, in the protection and defense of
the Licensed Trademarks, the filing and prosecution of any trademark application
or other applications with respect to the Licensed Trademarks, the recording of
this Agreement or any other relevant agreements, and the publication of any
notices or the doing of any other act or acts with respect to the protection and
defense of the Licensed Trademarks, including the prevention of the use thereof
by an unauthorized person, firm or corporation, that in the judgment of
POLAROID may be necessary or desirable under any law, regulation or decree
within the Territory. For these purposes, NEWCO shall supply to POLAROID,
free of cost to POLAROID, any written materials as may reasonably be required
in connection with any such applications.

NEWCO shall notify POLAROID promptly in writing of any infringements or
imitations by others of the Licensed Trademarks within the Territory which come
to NEWCO's attention and POLAROID shall have the sole right to determine
whether or not any action shall be taken on account of any such infringements or
imitations. If POLAROID so desires, it may prosecute at its own expense any
claims or suits in its own name or join NEWCO as a party thereto (at
POLAROID’s expense). NEWCO shall not institute any suit or take any action
on account of any such infringements or imitations and NEWCO shall not have
any rights against POLAROID for damages or other remedy by reason of
POLAROID's failure to prosecute any alleged infringements.

5




9. GENERAL.

(a)

(b)

(c)

D

(©

LIBC/2775600.4
TRA 2177082v.2

Limitation of Liability. EXCEPT FOR DAMAGES STEMMING FROM
EITHER PARTY’S INDEMNIFICATION OBLIGATIONS PURSUANT
TO PARAGRAPH 8, NEITHER POLAROID NOR NEWCO SHALL BE
LIABLE IN ANY EVENT FOR (i) LOSS OF PROFITS OR GOODWILL,
OR SPECIAL, INDIRECT, INCIDENTAL, COVER, PUNITIVE OR
CONSEQUENTIAL DAMAGES, WHETHER OR NOT FORESEEABLE
AND EVEN IF THE OTHER PARTY HAS BEEN ADVISED OF THE
POSSIBILITY OF SUCH DAMAGES; OR (ii) ANY CLAIM THAT AROSE
MORE THAN ONE YEAR PRIOR TO THE INSTITUTION OF SUIT
THEREON.

Survival. Termination or expiration shall not relieve either party of the obligation
to pay any sums due hereunder. The following provisions shail survive according
to their terms after termination or expiration of this Agreement: 4, 5, 6, 7, 8(a),
and 9.

Assignment. This Agreement shall not be assigned by either party (whether by
merger, operation of law or otherwise) without the prior written consent of the
other except that (i) POLAROID may assign its rights and obligations hereunder
to (A) any subsidiary or affiliate and/or (B) to the buyer (the “Buyer”) of
substantially all of POLAROID’s assets (regardless of whether such transaction is
structured as a sale of assets, sale of stock, merger, or otherwise); and (ii) any
such Buyer may assign its rights and obligations hereunder to its affiliates and
subsidiaries. Any attempted assignment in violation of this provision shall be null
and void.

Entire Agreement. This Agreement constitutes the entire understanding of the
parties with respect to the subject matter hereof and shall supersede any and all
communications, negotiations, correspondence, course of dealings and other
agrcements between the parties regarding such subject matter. This Agrecment
may be modified only in a writing signed by both parties. The terms and
conditions of this Agreement shall prevail notwithstanding any conflict with the
terms and conditions of any purchase order, acknowledgment or other instrument
submitted by NEWCO.

Waiver; Severability. Any waiver of a default in performance hereunder shall be
deemed a waiver of the particular instance only and shall not be deemed consent
to continuing default. If any provision of this Agreement is found to be invalid,
illegal or unenforceable, the parties will use all reasonable efforts to substitute one
or more valid, legal and enforceable provisions which, insofar as practicable,
implement as nearly as possible the original intent of the parties and the
remaining provisions shail in no way be affected thereby.

6




FACTS

The factual basis for this Memorandum is set forth in the verified Motion and is
incorporated as though fully set forth herein.

DISCUSSION

Use or Sale of Property OQutside the Ordinary Course

In pertinent part, § 363(b) provides that “[t]he trustee, after notice and a hearing, may
use, sell or lease, other than in the ordinary course of business, property of the estate.” 11 U.S.C.
§ 363(b)(1). In determining whether to authorize the use, sale or lease of property of the estate
under this section, courts require the debtor to show that a sound business purpose justifies such
actions. See, e.g., In re Schipper, 933 F.2d 513, 515 (7" Cir. 1991); In re Channel One
Communications, 117 B.R. 493 (Bankr. E.D. Mo. 1990) (applying the sound business purpose
test of In re Lionel Corp., 722 F.2d 1063 (2d Cir. 1983).

In evaluating whether a sound business purpose justifies the use, sale or lease of property
under § 363(b), courts consider a variety of factors, which essentially represent a “business
judgment test.” See Collier on Bankruptcy § 363.02 (15th rev. ed. 2008). In In re Lionel Corp.,
the Court of Appeals for the Second Circuit listed several factors which a bankruptcy court may
consider in its § 363(b) analysis. Specifically confronted with the sale of assets under § 363(b),
the Second Circuit stated:

In fashioning its findings, a bankruptcy judge must not blindly follow the hue and

cry of the most vocal special interest groups; rather, he should consider all salient

factors pertaining to the proceeding and, accordingly, act to further the diverse

interests of the debtor, creditors and equity holders, alike. He might, for example,

look to such relevant factors as the proportionate value of the asset to the estate

as a whole, the amount of elapsed time since the filing, the likelihood that a plan

of reorganization will be proposed and confirmed in the near future, the effect of

the proposed disposition on future plans of reorganization, the proceeds to be

obtained from the disposition vis-a-vis any appraisals of the property, which of

the alternatives of use, sale or lease the proposal envisions, and most importantly
perhaps, whether the asset is increasing or decreasing in value.
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722 F.2d at 1071. In delineating these factors, the Second Circuit cautioned that “this list is not
intended to be exclusive, but merely to provide guidance to the bankruptcy judge.” Id.

Here, Polaroid believes sound business justification exists to sell the Studio Equipment
and Manufacturing Equipment under terms described in the Motion. Polaroid exited the studio
business nearly 1 year ago and transferred the Studio Equipment to 20x24 Holdings and no
longer is involved in the Studio’s operations. The camera, film kits and components are unique
assets used by photographers and artists worldwide and the negatives and film components have
expiration dates--film products do not improve with age. The Manufacturing Equipment is also
no longer used by Polaroid, as it has exited the instant film business. Therefore, the 20x24
Manufacturing Equipment and components can only be utilized to make 20x24 film, which can
only be utilized by the few studios using a 20x24 camera.

Additionally, pursuant to the asset purchase agreement with the Buyer (the “APA”), a
number of assets owned by the Debtor have been excluded from the sale (the “Excluded
Assets”). It is imperative that Polaroid be able to monetize Excluded Assets as promptly and as
efficiently as possible in order to maximize the value of the bankruptcy estate for the benefit of
all constituencies. The Studio Equipment and Manufacturing Equipment are Excluded Assets
under the APA. Because the Studio Equipment was relinquished nearly one year ago, and
Manufacturing Equipment are remnants of the instant film business that Polaroid has exited,
these assets are no longer utilized in Polaroid’s business operations today. The Letter Agreement
was negotiated in good faith and at arms length. The Debtor believes that the value offered for
the Studio Equipment and Manufacturing equipment represents its fair value. Polaroid had no
remaining use for such equipment and can realize value for these assets for the benefit of the

estate and its creditors.
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Sale of Property Free and Clear of Liens

Debtor seeks authority to sell the Studio Equipment and Manufacturing Equipment free
and clear of all liens, claims, encumbrances and interests. Section 363 of the Bankruptcy Code
provides that:

The trustee may sell property under subsection (b) or (¢) of this section free and
clear of any interest in such property of an entity other than the estate, only if--

(1) applicable nonbankruptcy law permits sale of such property free and

clear of such interest;

(2) such entity consents;

(3) such interest is a lien and the price at which such property is to be sold

is greater than the aggregate value of all liens on such property;

(4) such interest is in bona fide dispute; or

(5) such entity could be compelled, in a legal or equitable proceeding, to

accept a money satisfaction of such interest.
11 U.S.C. § 363(f). Any one of the five conditions provides authority to sell free and clear of
liens. In re Elliot, 94 B.R. 343, 345 (E.D. Pa. 1988). To the extent a secured creditor or
lienholder that receives notice of the sale and does not file an objection to the motion, that
creditor should be deemed to have consented to the sale. See, e.g., Veltman v. Whetzal, 93 F.3d
517, 521 n.5 (8th Cir. 1996) (in a Chapter 7 case, stating that “some courts have found implied
consent, however, when a party with an interest in the bankruptcy estate fails to object after
receiving notice of the sale under subsection 363(f)(2)”) (citing In re Tabone, Inc., 175 B.R. 855,
858 (Bankr. D.N.J. 1994); In re Elliot, 94 B.R. 343, 345 (E.D. Pa. 1988); In re Shary, 152 B.R.
724, 725-26 (Bankr. N.D. Ohio 1993).

Here, the parties with potential secured interests in such Studio Equipment and

Manufacturing Equipment are affiliated entities Petters Company, Inc. (“PCI”), Petters Capital,

LLC and Petters Company, LLC. Polaroid is providing proper notice of this Motion to these

creditors and the committee in the PCI bankruptcy cases, thereby giving them the opportunity to

Doc# 2873970\1



object to this transaction. Provided no creditors claiming an interest in the Studio Equipment and
Manufacturing Equipment object to this transaction, § 363(f)(2) will be satisfied.

Under § 363(f)(4), a sale free and clear of all interests, liens, claims and encumbrances is
permissible if the interest of any entity is in bona fide dispute. The Bankruptcy Code does not
define the phrase “bona fide dispute.” The courts have, however, found that the inquiry for §
363(f)(4) is “whether there is an objective basis for either a factual or legal dispute as to the
validity of debt” or the lien. In re Gaylord Grain, L.L.C., 306 B.R. 624, 627 (8th Cir. B.A.P.
2004). “Clearly this standard does not require the court to resolve the underlying dispute, just to
determine its existence.” Id. at 627. Indeed, courts have dispensed with evidentiary hearings
into such matters in § 363 sales, particularly in instances where such hearings would operate only
to delay a sale of property and the price and process relative to the sale is designed to ensure that
the value of the property is maximized. See, e.g., In re Collins, 180 B.R. 447, 452 n.7 (Bankr.
E.D. Va. 1995). As such, the propriety of the lien does not need to be the subject of an
immediate or concurrent adversary proceeding in order to determine whether a bona fide dispute
exists. In re Gaylord Grain, L.L.C., 306 B.R. at 628; In re Collins, 180 B.R. at 452 n.8; In re
Oneida Lake Dev., Inc., 114 B.R. 352, 357-58 (Bankr. N.D.N.Y. 1990); In re Bedford Square
Assocs., L.P., 247 B.R. 140, 145 (Bankr. E.D. Pa. 2000). A court does not “need to determine
the probable outcome of the dispute, but merely whether one exists.” In re Octagon Roofing,
L.P., 123 B.R. 583, 590 (Bankr. N.D. Ill. 1995).

The purpose of § 363(f)(4) is to allow the sale of property of the estate free and a clear of
disputed interests so the liquidation of the assets is not unnecessarily delayed while the disputes
are being litigated. Moldo v. Clark (In re Clark), 266 B.R. 163, 171 (9th Cir. B.A.P. 2001). In

In re Gaylord Grain, for example, the secured creditor filed a UCC-1 financing statement
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covering a vehicle instead of following the procedures set forth in state law for perfecting a lien
against motor vehicles. In re Gaylord Grain, L.L.C., 306 B.R. at 628. The Eighth Circuit
Bankruptcy Appellate Panel concluded that a bona fide dispute as to the avoidance and validity
of the lien interest existed for purposes of § 363(f)(4) and, accordingly, approved the proposed
sale in a transaction free and clear. Id. at 630.

Legitimate disputes exist with respect to the liens and claims potentially asserted by
Polaroid’s affiliates PCI and Petters Capital. Polaroid believes that there are legitimate grounds
upon which to challenge the liens and claims in question and have them voided, disallowed,
recharacterized and/or subordinated as inherent aspects of Mr. Petters’ fraudulent Ponzi scheme
activities. These disputes are bona fide and concern the validity, extent, priority and voidability
of liens and the allowance of these related claims. Polaroid’s schedules indicate that the liens of
such entities are disputed. The foregoing makes it clear that the Studio Equipment and the
Manufacturing Equipment may be transferred pursuant to § 363(f)(4).

Under § 363(f)(5) of the Bankruptcy Code, lien extinguishment is permissible if any
party asserting an interest in the assets could be compelled to accept money satisfaction of such
interest in a legal or equitable proceeding without full satisfaction of the debt. Courts have found
potential causes of action under Chapter 5 of the Bankruptcy Code to qualify as such a legal
proceeding that permits a sale free and clear of liens and interests under § 363(f)(5). See, e.g., In
re James, 203 B.R. 449, 454 (Bankr. W.D. Mo. 1997)(finding a potential cause of action under
§ 547 to qualify as a “legal or equitable proceeding” that can force a sale free and clear).

Debtors have established several elements of § 363(f) and respectfully request
authorization to sell the Studio Equipment and Manufacturing Equipment free and clear of all

interests, liens, claims and encumbrances is in the best interest of Polaroid’s estate and all of its
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constituents. Additionally, parties asserting an interest in the Studio Equipment and
Manufacturing Equipment will be adequately protected by replacement liens in the value of their
collateral as determined by the bankruptcy process pursuant to 11 U.S.C. § 506.

Expedited Relief is Proper and Necessary

Fed. R. Bankr. P. 9006(c) provides that the Court, on request of a party and for cause
shown, may order a notice period reduced. Local Rule 9006-1(d) provides that if expedited
relief is necessary, the party seeking such relief must request an expedited hearing and take all
reasonable steps to provide the most expeditious service and notice possible.

27.  Due to the prolonged auction the Court was unable to enter an order granting
Debtors authority to sell substantially all of its assets pursuant to 11 U.S.C. 363. Now that such
order has been entered, Debtor can proceed with sale of the 20x24 related assets. Expedited
relief is necessary because the Manufacturing Equipment is located in Debtor’s Readville
facility, which lease expires by its own terms on May 31, 2009. Because the Debtor must vacate
the Readville facility quickly, Debtors seek expedited relief to allow 20x24 Holdings sufficient
time for 20x24 holdings to make arrangements to remove the Manufacturing Equipment from the
Readpville facility and to also allow Debtors to clean and prepare the premises for return to the
landlord. Accordingly, the Debtors respectfully assert cause exists to hear the Motion on an
expedited basis.

The United States Trustee, as well as all parties who have requested electronic notice,
will be served by the filing of this Motion via CM/ECF. All such other parties will be served via
express mail or fax, which Polaroid believes will allow all parties sufficient opportunity to
review and respond to this Motion.

CONCLUSION

Polaroid requests an order authorizing it to sell property of the estate, in the form of

7
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20x24 cameras and related studio equipment, as well as unused film manufacturing equipment
and related components, to 20x24 Holdings, LLC free and clear of liens and outside the ordinary
course of business, enter into brand license agreement substantially similar in form and content
to that attached to the Motion, and granting such other relief as the Court may deem just and
equitable.

DATED: April 27, 2009 LINDQUIST & VENNUM P.L.L.P.

By: /e/ George H. Singer

James A. Lodoen (#173605)
George H. Singer (#262043)

4200 IDS Center

80 South Eighth Street
Minneapolis, MN 55402-2274
(612) 371-3211

(612) 371-3207 (facsimile)
www.lindquist.com

ATTORNEYS FOR
POLAROID CORPORATION
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

Jointly Administered under

Inre: Case No. 08-46617
Polaroid Corporation, et al., Court Files No.’s:
Debtors. 08-46617 (GFK)
(includes:
Polaroid Holding Company; 08-46621 (GFK)
Polaroid Consumer Electronics, LLC; 08-46620 (GFK)
Polaroid Capital, LLC; 08-46623 (GFK)
Polaroid Latin America I Corporation; 08-46624 (GFK)
Polaroid Asia Pacific LLC; 08-46625 (GFK)
Polaroid International Holding LLC; 08-46626 (GFK)
Polaroid New Bedford Real Estate, LLC; 08-46627 (GFK)
Polaroid Norwood Real Estate, LLC; 08-46628 (GFK)
Polaroid Waltham Real Estate, LLC) 08-46629 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

ORDER TO SELL CERTAIN PERSONAL PROPERTY TO 20X24 HOLDINGS, LLC
FREE AND CLEAR OF LIENS, CLAIMS, ENCUMBRANCES AND INTERESTS AND
OUTSIDE THE ORDINARY COURSE OF BUSINESS UNDER 11 U.S.C § 363(b)

This matter came on before the Court on Thursday, May 7, 2009 on the Motion of
Polaroid Corporation (“Polaroid”) to sell certain personal property to 20x24 Holdings, LLC free
and clear of liens, claims, encumbrances and interests and outside the ordinary course of business
under 11 U.S.C. § 363(b). James A. Lodoen and or George H. Singer appeared for the Debtors.
Other appearances were noted on the record. Based on the arguments of counsel, moving
documents and the record made at the hearing, and the Court’s findings of fact and conclusions

of law, if any, having been recorded in open court following the close of evidence,
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IT IS HEREBY ORDERED:

1. The Motion for expedited relief is granted.

2. The Motion to sell property of the estate free and clear of liens, claims,
encumbrances and interests and outside the ordinary course of business pursuant to 11 U.S.C.
§ 363(b) is granted.

3. Polaroid is authorized to sell its assets located at the New York Studio, including
the 20x24 cameras, lighting equipment, 20x24 photographic kits and other accessory items to
20x24 Holdings, LLC for the sum of $257,000.

4. Pursuant to Section 363(f) of the Bankruptcy Code, such studio assets shall be
sold free and clear of any and all liens, claims, encumbrances and interests.

5. Polaroid is authorized to sell its 20x24 film manufacturing equipment and 20x24
component inventory to 20x24 Holdings, LLC for the sum of $412,000.

6. Pursuant to Section 363(f) of the Bankruptcy Code, such manufacturing
equipment and component inventory shall be sold free and clear of any and all liens, claims,
interests and encumbrances.

7. Such liens, claims, encumbrances and interests are adequately protected by having
such Claims and Interests that are secured by liens, security interests and similar encumbrances,
if any, attach to the net proceeds of the Sale with the same validity, priority and effect and to the
same extent that existed immediately prior to the consummation of the Sale and in all cases
subject to any and all rights, claims and defenses that the Debtors may have with respect thereto.

8. Polaroid is authorized and empowered to execute any agreements or documents

and take such other actions as may be reasonably necessary to carry out the foregoing action.
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0. Notwithstanding Fed. R. Bankr. P. 6004(h), this Order shall take effect
immediately upon entry.

Dated:

Gregory F. Kishel
United States Bankruptcy Judge
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MINNESOTA

Inre JOINTLY ADMINISTERED UNDER
CASE NO. 08-46617:

POLAROID CORPORATION, ET AL., 08-46617 (GFK)
Debtors.

(includes:

Polaroid Holding Company; 08-46621 (GFK)
Polaroid Consumer Electronics, LLC; 08-46620 (GFK)
Polaroid Capital, LLC; 08-46623 (GFK)
Polaroid Latin America I Corporation; 08-46624 (GFK)
Polaroid Asia Pacific LLC; 08-46625 (GFK)
Polaroid International Holding LLC; 08-46626 (GFK)
Polaroid New Bedford Real Estate, LLC; 08-46627 (GFK)
Polaroid Norwood Real Estate, LLC; 08-46628 (GFK)
Polaroid Waltham Real Estate, LLC) 08-46629 (GFK)

Chapter 11 Cases
Judge Gregory F. Kishel

CERTIFICATE OF SERVICE

Gretchen Luessenheide of the City of New Hope, County of Hennepin, State of
Minnesota, being first duly sworn on oath, states that on April 27, 2009 she served the following
documents:

1. Notice of Motion, Motion for Expedited Hearing and Motion to Sell Certain Personal
Property to 20x24 Holdings, LLC Free and Clear of Liens, Claims, Encumbrances and
Interests and Outside the Ordinary Course of Business;

2.  Memorandum in Support of Debtor’s Motion for Expedited Hearing and Motion to Sell
Certain Personal Property to 20x24 Holdings, LLC Free and Clear of Liens, Claims,
Encumbrances and Interests and Outside the Ordinary Course of Business; and

3. Proposed Order to Sell Certain Personal Property to 20x24 Holdings, LLC Free and Clear
of Liens, Claims, Encumbrances and Interests and Outside the Ordinary Course of
Business under 11 U.S.C. § 363(B)

upon
Chad Cooley Richard Chesley

WCD Property LLC Greg Otsuka

60 Columbus Circle Paul, Hastings, Janofsky & Walker, LLP
18" Floor 191 N. Wacker Drive, 30" Floor

New York, NY 10023 Chicago, IL 60606
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Data Exchange Corporation

William E. Winfield, Esq.

Nordman, Cormany, Hair & Compton, LLP
1000 Town Center Drive, 6" Floor

Faegre & Benson LLP

On Behalf of Polaroid Unsecured Creditors
Committee

90 South Seventh Street

PO Box 9100 2200 Wells Fargo Center
Oxnard, CA 93031-9100 Minneapolis, MN 55402-3901
Houlihan, Lokey Howard & Zukin Capital, E. J. Harris

Inc. Marketstar Corporation

225 S. 6™ Street, Suite 4950
Minneapolis, MN 55402

2475 Washington Blvd.
Ogden, UT 84401

IKON Financial Services
Bky Administration
1738 Bass Road

PO Box 13708

Macon, GA 31208-3708

Justin D. Leonard

Ball Janik LLP

101 SW Main St., Ste. 1100
Portland, OR 97204

Masatoshi Maeda

OS Electronics Company, Ltd
3-16-8 Sotokanda
Chiyoda-ku, 1010021

Ray Mai

Proview Technology (Shenzhen) Company
North Block 23# Shatoukok

Free Trade Zone

Shenzhen, 518081

Margaret M. Anderson

On behalf of Ronald Peterson

Fox Hefter Swibel Levin & Carroll LLP
200 W Madison Street, Suite 3000
Chicago, IL 60606

Daniel Phipps

Axis Design

106 West Bagdad Avenue
Round Rock, TX 78664

Martin Croyle

Croyle & Associates PC
220 Broadway

Suite 204

Lynnfield, MA 01940

Alps Electric Co., Ltd.
Attn: Junichi Umehara
1-7, Yukigay-otsukamachi
Ota-ku, 145-8501

Tokyo, Japan

TW Telecom, Inc.

c/o Linda Boyle

10475 Park Meadows Dr. Ste. 400
Littleton, CO 80124

Kelly Mundorff

Thule Organization Solutions, Inc.
6303 Dry Creek Pkwy

Longmont, CO 80503

Iron Mountain Information Management, Inc.
c/o Frank F. McGinn, Esq.

Bartlett Hackett Feinberg P.C.

155 Federal Street, 9th Floor

Boston, MA 02110

Bryan Krakauer on Behalf of Rhone Holdings
I1, Ltd.

Sidley Austin LLP

One South Dearborn

Chicago, IL 60603

Lynn Hamilton Butler

On behalf of Axis Design

Brown McCarroll LLP

111 Congress Avenue, Suite 1400
Austin, TX 78701

Oracle USA, Inc.

c/o Buchalter Nemer

Shawn M. Christianson

333 Market Street, 25" Floor
San Francisco, CA 94105

Gregory M. Gordon

On behalf of Lithographic Legends
Jones Day

2727 N. Harwood Street

Dallas, TX 75201

Richard Hettler
4818 Overlook Lake Circle
Bloomington, MN 55437
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KPMG LLP
99 High Street
Boston, MA 02110-2371

Robert B. Lamb

On Behalf of Summit Technology Group, LLC
PO Box 45120

Salt Lake City, UT 84145-0120

James Rubenstein

Moss & Barnett

4800 Wells Fargo Center

90 South Seventh Street
Minneapolis, MN 55402-4129

Alexandra Steinberg Barrage
On Behalf of Nikon Corporation
Morrison & Foerster

2000 Pennsylvania Avenue NW
Suite 6000

Washington, DC 20006

Van C. Durrer

On behalf of Lorence Harmer
Skadden Arps Slate Meagher & Flom
300 S Grand Avenue, Suite 3400

Los Angeles, CA 90071

Ramon M. Naguiat

On Behalf of Lorence Harmer
Skadden Arps Slate Meagher & Flom
300 S Grand Avenue, Suite 3400

Los Angeles, CA 90071

Sotheby’s, Inc.
1334 York Ave.
New York, NY 10021

20x24 Studios
75 Murray Street
New York, NY 10070

via U.S. Mail to the addresses listed above, and electronically by Notice of Electronic Filing
upon all parties who have requested electronic service in these cases by filing the same via ECF
with the Bankruptcy Court in the District of Minnesota.
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