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SECOND AMENDED AND RESTATED ASSET PURCHASE AGREEMENT (this
“Apreement’), dated as of July 3, 2002,13 entered into by and among OEP Imaging Corporation,
a Delaware corporation (the “Purchaser”), Polaroid Corporation, a Delaware corporation
(“Polaroid™), and its Subsidiaries (as herein defined) lisied on the signaturc pages of this
Agreement (collectively, together with Polaroid, the “Sellers™).

WHEREAS, on October 12, 2001 (the “Filing Date”), the Sellers filed voluntary
bankruptcy petitions (the “Petitions”) pursuant to Chapter 11 of Title 11 of the United States
Code (the “Bankruptcy Code™) before the United States Bankruptcy Court for the District of
Delaware (the “Bankrupicy Court™), jointly administcred as Case No, 01-10864 (PJW) (Bankr.
D. Del.) (the “Case™);

WHEREAS, the Scllers desire to sell to the Purchaser and the Purchaser desires to
purchase from the Sellers, (i) al] of the outstanding capital stock of the Subsidiaries of Polaroid
that are incorporated or organized outside of the United States which are directly owned by a
Seller and identified on the list atiached hereto as Exibit A (the “Acquired Subsidiaries™) and
(ii) all of the assets, rights and properties of the Sellers relating to the Business (as herein
defined) not conducted by the Acquired Subsidiaries and, in connection with such purchase and
sale, the Purchaser will assume certain obligations and liabilities of Sellers, all on the terms and
subject to the conditions sct forth in this Agreement and in accordance with Sections 363 and
365 of the Bankruptcy Code (the “Contemplated Transactions™); and

WHEREAS, Sellers and Purchaser are parties to that certain Amended and Restated
Asset Purchase Agreement, dated as of May 14, 2002 (the “Restated Asset Purchase
Agreement™), and desire to amend and restate the Restated Asset Purchase Agreement in its
entirety as set forth herein.

NOW, THEREFORE, in consideration of the premises and of the mutual agreements and
covenants hercinafter sct forth, and for other good and valuable consideration, the receipt and
sufficiency of which are hereby acknowledged, the parties hereto acknowledge and agree that
this Agreement shall amend and supersede in its entirety the Restated Asset Purchase
Agreement, and hereby agree as foliows:

ARTICLEIL

DEFINITIONS

Section 1.01. Defined Terms. As used herein, the terms below shall have the
following meanings. An index of defined terms is set forth in Article XI.

“Accounts Payable” means all trade accounts and notes payable of the Business
determined in accordance with GAAP and reflected on the books and records of the Polarcid
Entities with respect to the Business, but excluding any other accrued liabilities.

“Accounts Receivable” means all accounts and notes receivable of the Business
determined in accordance with GAAP and reflected on the books and records of the Polaroid
Entities with respect to the Business.




“Acquisition Proposal” means a proposal involving a third party (other than the Purchaser
or any of its Affiliates) and any Seller or any Affiliate of any Scller relating to any merger,
consolidation, business combination, sale of all or substantially all of any Seller’s assets, sale of
shares of capital stock or other Equity Interests or any restructuring, recapitalization, investment,
or similar transaction (whether through a plan of reorganization or otherwise) involving, in each
case, a significant portion of the Acquired Assets or Business to be purchased by the Purchaser
pursuant to this Agreement.

«Affiliate” shall mean with rcspect to any Person, any other Person who, directly or
indirectly, controls, is controlled by, or is under common control with that Person.

“Agent” means the agent for the sccured lenders to the Sellers.

“Ancillary Agreements” means the Bill of Sale substantially in the form attached hereto
as Exhibit F, the Assignment and Assumption of Contracts substantially in the form attached
hercto as Exhibit G, the Assumption of Liabilities substantially in the form attached hereto as
Exhibit H, cach Assignment and Assumption of Lease substantially in the form attached hereto
as Exhibit I, the Assignment of Copyrights substantially in the form attached hereto as Exhibit J,
the Assignment of Patents substantially in the form attached hereto as Exhibit K, the
Assignments of Trademarks substantially in the forms attached hereto as Exhibit -1 and L-2,
the Assignment of Trademark Applications substantially in the form attached hereto as
Exhibit L-3, the Deposit Escrow Agrcement, the Quitclaim Deeds substantially in the form
attached hercto as Exhibit N, the Foreign Investment in Real Property Tax Act Certification and
Affidavit substantially in the form attached hereto as Exhibit O, the Acquisition Agreement
substantially in the form attached hereto as Exhibit §, the Registration Rights Agreement
substantially in the form attached hereto as Exhibit U, and any other assignment or transfer
documents delivered al Closing.

“Applicable Law” means any law, statute, order, rule, ordinance or regulation in any
jurisdiction where the Business is conducted.

«Approval Order” means an order or orders of the Bankruptcy Court in the form attached
hereto as Exhibit C. with such modifications thereto as the Purchaser shall approve or request n
its sole discretion, authorizing and approving, among other things, the sale, transfer and
assignment of the Acquired Assets to the Purchaser in accordance with the terms and conditions
of this Agreement, free and clear of all Encumbrances other than Permitted Encumbrances,
pursuant to Sections 363 and 365 of the Bankrupicy Code.

« A ccumed Contracts” has the meaning set forth in Section 6.13.

“Bidding Procedures” means those bidding procedures, attached hereto as Exhibit M, to
be employed with respect to the sale of the Acquired Assets subject to Bankrupicy Court
approval pursuant to the Sale Procedures Order.

“Books and Records” shall mean al! books, records, lists, ledgers, files, manuals, permits,
Contracts, agreements, correspondence, reports, plans, drawings and operating records of every
kind (in any form or medibm) pertaining to the Business, the Acquired Assets, the Assumed
Liabilities, customers, suppliers, vendors, distributors or personnel, including, without limitation,
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(A) all corporate books and records, disk or tape files, printouts, rans or other computer-based
information and Sellers’ interest in all computer programs required 1o access, and the equipment
containing, all such computer-based information, (B) all product, business and marketing plans,
(C} all environmental control records, (D) all sales, maintenance and production records, (E) all
technical information, product development techniques, details of clents, client and customer
lists, referral sources, consultant Contracts, or operational methods, (F) all litigation records,
accounting records and personnel records and (G) other proprietary information relating to the
Business, the Acquired Assets and the Assumed Liabilities, together with all plans and designs of
buildings, structures, fixtures and equipment.

“Breach” means any breach of, or any inaccuracy in, any representation or warranty or
any breach of, or failure to perform or comply with, any covenant, obligation, term or condition
in or of this Agreement, any Ancillary Agreement or in any exhibit, schedule, writing, document,
instrument or certificate delivered pursuant to this Agreement or in connection with the
transactions contemplated hereby, or any cvent which with the passing of time or the giving of
notice, or both, would constitute such a breach, inaccuracy or failure.

“Bulk Sales Laws” means any foreign, federal, state or Jucal “bulk sales,” “bulk transfer”
or similar Laws.

“Business” means the business and activities conducted by the Sellers and their
respective Affiliates on and after the date hereof, including, without limitation, the business of
designing, developing, manufacturing, marketing and selling products and services rclating to
instant and conventional photography, to photographic accessories, to eyewear, and to printing
devices; the business of enhancing and exploiting certain Intellectual Property assets owned by
the Sellers; and the busincss of inventing, devcloping, licensing and otherwise exploiting
jinventions and such Intellectual Property assets.

“Business Day” means any day that is not a Saturday, Sunday, or other day on which
banking institutions in New York are authorized or required by Jaw or cxecutive order to close.

“Capital [ease Obligations” means, as to any Person, the obligations of such Person to
pay rent or other amounts under any lease of (or other arangemcnt conveying the right to use)
real or personal property, or a combination thereof, which obligations are required to be
classified and accounted for as capital leases on a balance sheet of such Person under GAAP,
and, for the purposes of this Agreement, the amount of such obligations plus related interests at
any time shall be thc capitalized amount thereof at such time determined in accordance with
GAAP.

“(*ash and Cash Equivalents™ means all cash (including checks received prior to the close
of business on the Closing Datc, whether or not deposited or cleared prior to the close of
business on such day), certificates of deposit and other bank deposits, treasury bills and other
cash equivalents.

“CERCLA” mcans the Comprehensive Environmental Response, Compensation and
Liability Act of 1980, as amended.



“CERCLIS” means the Comprehensive Environmental Response, Compensation and
Liability Information System.

“Claim” means any claim (including, without limitation, as defined by Bankruptcy Code
Section 101(5)), demand, action, complaint, suit, lawsuit, litigation, inquiry, heanng,
investigation, audit, notice of a violation, citation, summons, subpoena, grievance, arbitration,
proceeding, labor dispute, arbitral action, audit, order, appeal or other dispute (whether civil,
criminal, administrative, judicial, investigative or otherwise, whether formal or informal,
whether public or private) commenced or brought.

“Code” means the Internal Revenue Code of 1986, as amended.
“Commitiee” means the official committee of unsecured creditors appointed in the Case.

“Competing Transaction” means a Successful Bid (as defined in the Bidding Procedures)
that is submitted by a Person other than the Purchaser and is accepted by the Sellers and
approved by the Bankruptey Court.

“Confidentiality _Agreement” means the letter agreement between Polaroid and the
Purchaser regarding confidential treatment of certain information concerning Polaroid and its
subsidiaries, dated November 15, 2001.

“Contingent Assels” means all rights of Sellers from and after the date hereof under (1)
the Contingent Purchase Price Agreement dated May 15, 2001 by and between PD Winter Street,
LLC and Polaroid, (ii) the Promissory Note dated June 21, 2000 made by 103 Fourth Avenue,
LLC in favor of Polaroid in the original principal amount of $400,000, (iii} the Convertible
Promissory Note dated Apnl 7, 2000, and due Apr) 7, 2005, made by Boston Laser, Inc. in favor
of Polaroid in the original principal amount of $1,000,000, (iv) the balance outstanding on the
date hereof under the Promissory Note dated April 7, 2000, and due October 7, 2001, made by
Boston Laser, Inc. in favor of Polaroid in the original principal amount of $1,000,000, and (v)
the Operating Agreement of GNBIF/Polaroid, LLC between The Greater New Bedford Industrial
Foundation and Polarcid that is the subject of that certain Motion for Order Pursuant to 11
U.S.C. Scctions 105(a) and 363(b) and Fed. R. Bankr. P. 6004, Authorizing Polaroid
Corporation's Entry into an Operating Agreement with the Greater New Bedford Industrial
Foundation filed by Polaroid with the Bankruptcy Court on March 28, 2002 (Docket No. 775).

“Clontract” means any agreement, lease, note, loan, evidence of Indebtedness, the terms
of any security, purchase order, letter of credit, franchise agreement, undertaking, covenant not
to compete, employment agrcement Or arrangement, License, instrument, obligation,
commitment, quotation or other executory commitment {(including all amendments and
supplements (o any of the foregoing), whether oral or written, express or implied, and which
pursuant to its terms has not expired, terminated or been fully performed by the parties thereto.

“Copyrights” means all copyrightable works, mask works, copyrights, and all domestic
and foreign applications, registrations, and renewals in connection thercwith.

“Jate hereof” and “date of this Agreement™ each means, and “current” and “currently”
each relates to, April 18, 2002.



“Deposit Escrow Agreement” means the deposit escrow agreement, daied as of the date
hereof, by and among the Purchaser, the Sellers and the Escrow Agent substantially in the form
attached hercto as Exhibit E.

“Determination Date” means December 31, 2001.

“DIP Financing Order” means the Final Order (I) Authorizing Deblors to (A) Obtain
Post-Petition Financing Pursuant o 11 U.S.C. §§105, 361, 362, 363, 364(c)(1), 364(c)2),
364(c)(3) and 364(d)(1), and (B) Utilize Cash Collateral Pursuant to 11 U.S.C. §363 and (1I)
Granting Adequate Protection to Pre-Petition Secured Parties Pursuant to 11 U.S.C. §§361, 362
and 363 entered by the Bankruptcy Court on November 5, 2001.

“Disclosure Schedule” means the disclosure schedules to this Agreement delivered by the
Sellers to the Purchaser.

“$” or “Dollar” means lawful currency of the United States.

“Domain Names™ means all nights in Internet web sites and Internet domain names.

“Employee” mecans any Person who is directly employed by any Polaroid Entity
immediately prior to the Closing Date, including Persons on leave, vacation, disability or other
approved periods of absence.

“Employment of Professionals Order” means the Order Pursuant to Section 327 and 328
of the Bankruptcy Codc Authorizing Employment of Professionals Utilized in the Ordinary
Course of Business entered by the Bankruptey Court on November 5, 2001.

“Encumbrance” means any Claim, encumbrance, pledge, option, charge, easement,
sccurity interest, lien, deed of trust, mortgage, adverse claim, right-of-way, encroachment,
building or use rcstriction, encumbrance or other right of Third Parties, whether voluntarily
incurred or arising by operation of law, and includes, without limitation, any agreement to give
any of the foregoing in the future, and any contingent or conditional sale agreement or other title
retention agreement or lease in the nature thereof, any capital lcase having substantially the same
economic cffect as any of the foregoing and any financing statement or other lien notice filed,
given or made pursuant to any Law governing Encumbrances.

“Environmental [.aws” means any and all Laws of any Governmental Authority relating
to pollution (including the presence, Release or Management of Hazardous Matenials), protection
of human health or safety or the environment.

“Environmental Liabilities” means, regardless of whether any of the following are
contained in the Disclosure Schedule or otherwise disclosed to the Purchaser prior to the
Closing, any (A) environmental conditions, including, without limitation, the presence, Release,
threat of Release, Management of or exposurc to Hazardous Materials first occurning on or prior
to the Closing Date at, on, in or under any property now or previously owned, operated or leased
by Sellers, any predecessors of Sellers or with respect to the Business (as currently or formerly
operated); (B) the off-site transportation, storage, treatment, recycling, disposal or Release of
Hazardous Materials Managed or Released by or on behalf of Sellers or any predecessors of
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Sellers or with respect to the Business (as currently or formerly operated); or (C) any violation of
any Environmental Law first existing on or prior to the Closing Date (including, without
limitation, costs and cxpenses for pollution control or monitoring equipment required to bring the
Business into compliance with Environmental Laws and fines, penalties and reasonable defense
costs incurred for such reasonable time after the Closing Date as it takes the Business to come
into compliance with Environmental Laws).

“Equity Interest” means (A) the shares of capital stock of a corporation, (B) the general
or limited partnership interests in any partnership, (C) the membership or other ownership
interest in any limited liability company, (D) the equity securities of or other ownership interests
or rights in any other legal entity, or (E) any option, warrant or other right to convert into or
otherwise receive any of the foregoing, in any such case, whether owned or held beneficially or
legally.

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

“ERISA Affiliate” means any Person which is (or at any relevant time was) a member of
a “controlled group of corporations” with, under “common control” with, or a member ol an
“affiliated service group” with, or otherwise required to be apgregated with, any of the Sellers as
set forth in Section 414(b), (c), (m) or () of the Code.

“Escrow Agent” means JP Morgan Chase.

“Egtate Costs” means, to the extent any of the following constitutes Non-Assumed
Liabilities Payments, (i) the amounts required to be paid after June 2, 2002 by the Sellers and/or
their successor(s) under sections 503(b) and 507(a) of the Bankruptcy Code; (ii) payments after
Tune 2, 2002 of allowed secured claims against the Sellers and/or their successor(s) other than
those held or represented by the Agent; (iii) actual, necessary, and reasonable costs paid after
June 2, 2002 by the Sellers and/or their successor(s) in connection with the wind-down of their
affairs; and (iv) actual, necessary, and rcasonable professional fees paid after June 2, 2002 by the
Scllers and/or their successor(s) in connection with the pursuit of Chapter 5 actions.

“Fgreign Subsidiaries” means the Acquired Subsidiaries and their Subsidiaries.

“GAAP” means generally accepted accounting principles and practices in effect in the
United States from time to time, consistently applied for the periods presented.

“Cjovernmental Authority” shall mean any domestic or foreign national, regional, state,
provincial or local court, governmental or regulatory agency with jurisdiction over the Business,
the Sellers or the Acquired Assets (including the Bankruptcy Court).

“Guarantee Obligation” means, as to any Person (the “guaranteeing person’”), any
obligation of (A) the guaranteeing person or (B) another Person (including, without limitation,

any bank under any letter of credit) to induce the creation of which the guaranteeing person has
issued a reimbursement, counter indemnity or similar obligation, in either casc guaranteeing or in
effect gnaranteeing any Indebtedness, leases, dividends or other obligations (the “primary
obligations™) of any other Person (the “primary obligor™) in any manner, whether directly or
indirectly, including, without limitation, any obligation of the guaranteeing person, whether or
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not contingent, (i) to purchase any such primary obligation or any real property constituting
direct or indirect security therefor, (i) to advance or supply funds (1) for the purchase or
payment of any such primary obligation or (2) to maintain working capital or equity capital of
the primary obligor or otherwise to maintain the net worth or solvency of the primary obligor,
(iii) to purchase property, securities or services primarily for the purpose of assuring the owner
of any such primary obligation of the ability of the primary obligor to make payment of such
primary obligation or (iv) otherwise to assure or hold harmless the owner of any such primary
obligation against loss in respect thereof; provided, however, that the term Guarantee Obligation
shall not include endorsements of instruments for deposit or collection in the Ordinary Course of
Business. The amount of any Guarantee Obligation of any guaranteeing person shall be deemed
to be the lower of (A) an amount equal to the stated or detenminable amount of the primary
obligation in respect of which such Guarantee Obligation is made and (B) the maximum amount
for which such guaranteeing person may be liable pursuant to the terms of the instrument
cmbodying such Guarantee Obligation, unless such primary obligation and the maximum amouant
for which such guaranteeing person may be liable are not stated or determinable, in which case
the amount of such Guarantee Obligation shall be such guaranteeing person’s maximum
rcasonably anticipated liability in respect thereof as determined by Polaroid in good faith with
the consent of the Purchaser.

“Hazardous Materials” means: (A) any “waste,” “hazardous waste,” “industrial waste,”
“solid waste,” “hazardous material,” “hazardous substance,” “toxic substance,” “hazardous
material,” “pollutant,” or “~ontaminant” as those or similar terms are defined, identified, or
regulated under any Environmental Laws; (B) any asbestos, polychlorinated biphenyls,
radioactive materials or radon; (C) any petroleum, petroleum hydrocarbons, petroleum products,
crude oil and any components, fractions, or derivatives thereof; and (D) any substance that,
whether by its nature or its use, is subject Lo regulation under any Environmental Law or results
in any Governmental Authority requiring any environmental investigation, remediation, or
monitoring thereof.

“Hired Employee™ mecans any Employee who becomes an employec of the Purchaser or
an Affiliate as of the Closing Date pursuant to Section 6.08(a).

“Improvements” means any buildings, facilities, parking lots, other structures and
improvements, building systems and fixtures located in, on or under any real property or facility
owned, leased, operated or used in the operation of the Business at any time by any Polaroid
Entity or by any predecessor of any Polaroid Entity.

“including” means including without limitation.

“Indebtedness” means, with respect to any Person, the following, without duplication:
(A) all indebtedness of such Person for borrowed money, (B) all obligations of such Person for
the deferred purchasc price of property or services (other than trade payables incurred in the
Ordinary Coursc of Business), (C) all obligations of such Person evidenced by notes, bonds,
debentures or other similar instruments, (D) all indebtedness created or arsing under any
conditional sale or other title retention agreement with respect to property acquired by such
Person (even though the rights and remedics of the seller or lender under such agreement in the
event of default are limited to repossession or sale of such property), (E) all Capital Lease
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Obligations or Synthetic Lease Obligations of such Person, (F) all Guarantee Obligations of such
Person in respect of obligations of the kind referred to in clauses (A) through (E) above, (G) all
obligations of the kind referred to in clauses (A) through (F) above secured by (or for which the
holder of such oblipation has an existing right, contingent or otherwise, to be secured by) any
Encumbrance on property {(including, without limitation, accounts and contract rights) owned by
such Person, whether or not such Person has assumed or become liable for the payment of such
obligation, and (H) the liquidation value of any mandatorily redeemable preferred Equity
Interests in such Person or its Subsidiaries held by any Person other than such Person and its

wholly owned Subsidiaries.

“Intellectual Property” mecans (A) Marks, (B) Patents, (C) Trade Secrets, (1Y) Domain
Namcs, (E) Copyrights, (F) all computer software (including data and related documentation and
both object code and source code) and all web site designs, (G) all inventions (whether
patentable or unpatentable and whether or not reduced to practice), and all improvements thereto,
(H) all other proprietary rights, (I) all rights under any licenses to use any of the intellectual
property described in clauses (A)-(H) above, and (J) all copies and tangible embodiments (in
whatever form or medium) of any of the foregoing.

“Interest Rate” means 6.5% per year calculated on the basis of a 365 day year and
charged for the actual number of days elapsed.

“Inventory” means all of the inventory which is held for lease, sale or resale, and all of
the raw materials, works-in-process, finished goods, products under research and development,
demonstration equipment, spare parts, wrappings, supply and packaging items related thereto, .
and office and other supply itcms, in each case wherever the same may be located, including any
of the foregoing purchased subject to any conditional sales or title retention agreement in favor
of any other Person, together with all rights against suppliers of any of the foregoing.

“Tesued Stock” means, with respect to each class of stock included in the OEP Equity
Sccurities, the sum of the number of shares of such class included in the Sellers’ Stock and the
number of shares of such class included in the OEP Equity Securities.

“Law” means any federal, state, local, municipal or foreign statute, law, conslitution,
ordinance, regulation, rule, code, decree, order, mle of common law or treaty.

“L epal Procecding” means any judicial, administrative, regulatory or arbitral proceeding,
investigation or inquiry or administrative charge or complaint pending at law or in equity before
any domestic or foreign governmental or regulatory bedy or authority.

“Liability” means any liability, Indebtedness, obligation, co-obligation, commitment,
expense, Claim, deficiency, guaranty or endorsement of or by any Person of any nature (whether
direct or indirect, known or unknown, absolute or contingent, liquidated or unliguidated, due or
to become due, accrued or unaccrued, matured or unmatured).

“Tjcenses” means all franchises, certificates of occupancy, consents or orders of, or
filings with, any Governmental Authority or any other Person, necessary or desirable for the
past, present or anticipated conduct of, or relating Lo the operation of, the Business or the

Acquired Assets.




“Manage” means manage, use, posses, generate, treat, manufacture, process, handle,
store, recycle, trangport or dispose.

“Marks” means all domestic and foreign trademarks, trade dress, service marks, logos,
corporate nares, assumed fictional business names, and trade names (ncluding the name
“Polaroid™), together with all translations, adaptations, derivations, and combinations thereof and
including all goodwill associated therewith, and all applications, registrations, and repewals in
connection therewith.

“Material Adverse Effect” mecans any events, conditions or matters (or serics of related
events, conditions or matters) in respect of the Business (other than the filing of the Petitions and
the pendency of the Case and any proceedings with respect thereto) that, individually or in the
aggregate, has or is reasonably likely to have (A) a material adverse effect on the Business, the
Acquircd Assets, the Assumed Liabilities or results of operations or condition (financial or
otherwise) of the Busincss taken as a4 whole, (B) a material adverse effcct on the ability of the
Sellers to perform their obligations hereunder, or (C) a material adverse effect on the ability of
the Purchaser to continue to operate the Business immediately after the Closing in substantially
the same manncr as the Business is conducted immediately prior to the Closing, except in any
such case where the event, condition or matter results from (i) the public announcement of the
transactions contemplated by or actions required by this Agreement, (i) any act or omission of a
Seller taken with the prior consent of the Purchaser, (iii) changes affecting the industries in
which any part of the Business operates which do not disproportionately affect the Business, (iv)
changes in the United States, European or Asian economies which do not disproportionately
affect the Business, (v) changes resulting from the filing of the Case or from any action approved
by the Bankruptcy Court with the Purchaser’s Consent, (vi) changes resulting from actions taken
to bring costs in line with available funds in accordance with the 2002 Financial Plan, which
changes are in accordance with the 2002 Financial Plan, (vii) the regulatory status of the
Purchaser, or {viii) a decline in revenue which is not below projected revenue of the Business
under the 2002 Financial Plan and which is due to a reduction in demand for the products of the
Business.

“Multiemploycr Plan™ means any “multiemployer plan,” as defined in Section 4001(2)(3)
or 3(37) of ERISA, which (A) any Scller or any ERISA Affiliatc maintains, administers,
contributes to or is required to contribute to, or within seven years prior to the Closing Date,
maintained, administered, contributed to or was required to contribute to and (B) covers any
current or former Employee, director, officer or consultant of such Seller or any ERISA Affiliate
(with respect to their relationship with any such entity).

“Non-Assumed Liabilities Payments” means any payment, satisfaction or other discharge
by any Polaroid Entity after June 2, 2002 of any Liability of any Polaroid Entity other than (1)
Liabilities that otherwise would have been Assumed Liabilities or (i} professional fees and
expenses incurred and paid in the Ordinary Course of Business pursuant to the DIP Financing
Order or the Employment of Professionals Order and in accordance with the 2002 Financial
Plan. The Purchaser understands that the Sellers intend to pay up to $50,000,000 to the secured
lenders of the Business prior (o the Closing and the Sellers agree that such payment shall
constitute a Non-Assumed Liability Payment.




“OEP Equity Securities” means thc equity securities issued at Closing to One Equity
Partners LLC and/or its Affiliates in exchange for its or their $60,000,000 investment in cquity
securities of the Purchaser.

“Ordinary Course of Business™ means (i) with respect to the Sellers, the ordinary course
of business consistent with custom and practice of the Business from and after the Filing Date to
the cxtent permitted or required by the funds available to support the Business and to the extent
limited by the proceedings of the Case and (ii) with respect to the Foreign Subsidiaries, the
ordinary course of business consistent with past custom and practice of the Business to the extent
permitted or required by the funds available to support the Business.

“Patents” means all domestic and foreign patents, patent applications and patent
disclosures, together with all reissues, continuations, continuations-in-parts, divisions,
provisional applications, and reexaminations thereof.

“Pension Plan” means any “ciiployee pension benefit plan™ as defined in Section 3(2) of
ERISA (other than a Multiemployer Plan) (A) which any Seller or any ERISA Affiliate
maintains, administers, contributes 1o or is required to contnbute to, and (B) which covers any
current or former Employee, director, officer or consultant of any Seller or any ERISA Affiliate
(with respect to their relationship with such entity).

“Permits” means all franchises, approvals, permits, licenses, orders, registrations,
certificates, variances, tax abatements and other similar permits or rights (including
Environmental Permits obtained from any Govermnmental Authority, and all pending applications
therefor).

“Permitted Encumbrances” means (A) with respect to the Real Estate, an casement,
encroachment or similar reservation which docs not impair the current use, occupancy, or value,
or the marketability of title, of such Real Estate and which would not individually (or in the
aggregate with others) have a material adverse effect on the Business or the use or enjoyment of
such Real BEstatc; (B) with respect Lo the Acquired Assets, any hiens jmposed by law, such as
carriers’, warehouseman’s, mechanics’, materialmen’s, landlords’, laborers’, supplicrs’ and
vendors’ liens, incurred in good faith in the ordinary coursc of the Business and securing
obligations which are not yet due (other than any Tax liens) or which arc being contested in good
faith by appropriatc proceedings as o which the Sellers shall, 1o the extent required by GAAP,
have sct aside on its books appropriate provision for liubility; (C) those Encumbrances set forth
in Section 1.01(a) of the Disclosure Schedule and those Encumbrances under the Assumed
Contracts, none of which, individually or in the aggregate, has a material adverse effect upon the
value of the property subject thereto or the use to which such property is presently put; and (D)
extensions, renewals and replacements of liens referred to in (A) through (C) of this sentence;
provided, that any such extension, renewal or replacement lien shall be limited to the property or
assets covered by the lien extended, rencwed or replaced and that the obligations secured by any
such extension, renewal or replacement lien shall be in an amount not greater than the amount of
the obligations secured by the original lien extended, renewed or replaced, none of which,
individually or in the aggregate, has a material adverse cffect upon the value of the property
subject thereto or the use 1o which such property is presently put. Notwithstanding the
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foregoing, Permitted Encumbrances shall not include, in any event, Licns securing or with
respect to the Excluded Liabilities.

“Person” means any natural person, firm, partnership, limited liability company,
association, corporation, trust, business trust or other similar entity.

“Polaroid Employee” means any Employee who is directly cmployed by any Seller.

“Polaroid Entities” means Polaroid and each of its Subsidiaries.

“Post-Petition Contracts”™ means the Contracts of the Sellers relating to the Business
entered into by any Seller in the Ordinary Course of Business or approved by the Bankruptcy
Court on or after the Filing Date.

“Proiected Balance Sheet” means the Sellers’ projected balance sheet as of June 30, 2002
attached hereto as Exhibit P.

“purchaser’s Consent” means the written consent of the Purchaser, which consent shall
be decmed to have been given if the Bankruptcy Court enters an order on a motion filed by the
Sellers duly noticed to the Purchaser in accordance with Section 6.06(c), to which the Purchaser
does not provide a written objection to Polaroid within ten (10) days of receipt of such notice.

“Recapitalization” means a transaction or series of transactions pursuant to which the
holders of the Indebtedness of any Seller obtain a majority, directly or indirectly, of the equity
interests of any Seller or all or substantially all of the assets of any Seller in exchange for such
Indcbtedness.

“Release” mcans release, spill, leak, discharge, disposal, pumping, pouring, emitting,
emptying, injection, leaching, dumping, or allowing to escape.

“Representative” means with respect to a particular Person, any director, officer,
manager, employee, agent, consultant, contractor, advisor, accountant, financial advisor, legal
counsel or other represcntative of such Person.

“Sale Procedures Order” means an order or orders of the Bankruptey Court substantially
in the form attached hereto as Exhibit B.

“Qallers’ Auditors™ means KPMG LLP.

“Gellers’ Knowledge” means, when modifying any representation and warranty of
Sellers, the actual knowledge, afler due inquiry, of the officers and employees of Sellers and the
Foreign Subsidiaries listed on Section 1.01(c) of the Disclosure Schedule.

“Sellers’ Stock” means, with respect to each class of stock included in the OEP Equity
Securities, a number of shares of such ¢lass such that the number of shares of such class issued to
the Sellers is equal to 35% of the sum of (i) the number of such shares of such class issued to the
Sellers plus (ii) the number of sharcs of such class included in the OEP Equity Securities (i.¢,,
the ratio of Sellers” Stock to OEP Equity Securities is 35 to 63).
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“Subsidiary” means with respect to any Person (the “Owner”) {(A) any corporalion or
other Person of which the Owner (cither alone or through or together with one or more of its
Subsidiaries) owns or holds, directly or indirectly, through one or more intermediaries, more than
50% of the stock or other Equity Interests of such other Person, (B) any corporation or other
Person of which stock or other Equity Interests having the power to elect a majority of that
corporation’s or other Person’s board of directors or simjlar governing body, or otherwise having
the power to dircct the business and poticies ol such Person (other than securitics or other
interests having such power only upon the happening of a contingency that has not occurred), are
held or owned, directly or indirectly, through one or more intermediaries, by the Owner (cither
alone or through or together with onc or more of its Subsidiaries), or (C) any Person, the
operations of which are consolidated or combined with the Owner, pursuant to GAAP, for
financial reporting purposes.

“Synthetic Leasc Obligations” means all monetary obligations of a Person under (A) a
so-called synthetic, off-balance sheet or tax retention lease, or (B) an agrcement for the use or
possession of property creating obligations which do not appear on the balance sheet of such
Person but which, upon the insolvency or bankruptcy of such Person, would, or are intended to,
be characterized as Indebtedness of such Person (without regard 10 accounting treatment).

“Taxes” mcans all federal, state, local, and foreign taxes, and other assessments of a
similar nature (whether imposed directly or through withholding), including without limitation,
any payroll or value added tax, interest, additions to tax, or penalties applicable thereto,

“Tax [tems” means all items of income, gain, loss, deduction and credit or other items
required to be included in the Tax Retumns.

“Tax Election” means the making or changing of a choice permitted under any statutory
or regulatory tax provisions which impacts the calculation of current or future taxable income,
timing of tax payments, or the form of reporting entity for tax purposes.

“Tax Returns” means all federal, state, local, and foreign tax returns, declarations,
statements, reports, schedules, forms, and information retumns and any amended Tax Returns
relating to Taxes, and any other documents madc part of the foregoing,.

“Third Party” means a Person that is not a party to this Agreement, other than an
Acquired Subsidiary or a Subsidiary of an Acquired Subsidiary.

“Trade Secrets” means all trade secrets and confidential business information including,
to the extent protectible under applicable law, ideas, research and development, invention
disclosures, know-how, formulas, compositions, manufacturing and production processcs and
techniques, technical data, designs, drawings, specifications, customer and supplier lists, pricing
and cost information, and business and marketing plans and proposals.

«“3002 Financial Plan” means the Polaroid Corporation’s 2002 Financial Plan, dated
March 14, 2002, previously delivered to the Purchaser and attached hercto as Exhibit R.

“Welfare Plan” means any “employec welfare benefit plan™ as defined in Section 3(1) of
ERISA, (A) which any Seller or any ERISA Affiliate maintains, administers, contributes to or is
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required to contribute to, and (B) which covers (or covered) any current or former Employee,
officer, director or consultant of any Seller or any ERISA Affiliate (with respect to their
relationship with such entity).

ARTICLE IT
PURCHASE AND SALE OF BUSINESS

Section 2.01. Purchase and Sale of Buginess. On the terms and subject to the
conditions set forth in this Agreement, at the Closing, the Sellers shall sell, convey, transfer,
assign and deliver to the Purchaser or its designated Affiliates or permitted assigns, and the
Purchaser or its designated Affiliates or permitted assigns shail purchase and accept (1) all of the
Sellers’ rights, title and intcrest in and to all of the outstanding capital stock of the Acquired
Subsidiaries (the “Acguired Stock™) and (ii) all of each of the Sellers’ rights, title and interests in
and to all of such Scller’s properties, assets and rights of every nature, kind and description,
tangible and intangible (including goodwill), wherever such properties, assets and rights are
located and whether rcal, personal or mixed, whether accrued, contingent or otherwisc, other
than the Excluded Assets (such rights, title and interests in and to all such assets, properties and
claims being collectively referred to hercin, together with the Acquired Stock, as the “Acquired
Assets”). free and clear of any and all Encumbrances (other than Permitted Encumbraneces) in
accordance with, and with all of the protections afforded by, Sections 363 and 365 of the
Bankruptcy Code. The Acquired Assets shall include all of the Sellers’ ri ghts, title, and interests
in and to the assets, properties, rights and claims described in clauses (a) through (bb) below
(except as expressly excluded under Section 2.02):

(a) all equipment, furniture, fixtures, machinery, tools, molds, parts,
supplics, vehicles and other tangible personal property owned or leased by the Scllers at any
location;

(b) all real property and all of the rights arising out of the ownership
thereof or appurtenant thereto together with all Irnprovements, including, without lirmtation, all
leasehold interests, but only to the extent such leasehold interests are Assumed Contracts, in cach
case together with any options to purchase the underlying property and leaschold improvements
thereon and any other rights, subleases, Licenses, security deposits and profits appurtenant to or
related to such leasehold interests;

{©) all Assumed Contracts, including, without limitation, any right to
receive payment for products sold or services rendered, and to receive goods and services,
pursuant to such Assumed Contracts and to assert Claims and take other rightful actions in
response to breaches, defaults and other violations of such Assumed Contracts;

() all notes and accounts receivable held by the Sellers (including all
intercompany accounts receivable or other intercompany advances) and all notes, bonds and
other evidences of Indebtedness of any Person held by the Sellers, except any Retained Related
Party Accounts Receivable;
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(2) all general intangibles and intangible property of any kind or
nature, including goodwill and all Inteliectual Property {including the narne “Polaroid”), and
rights of priority and protection of interests therem under applicable Laws;

§3) all deposits, credits, prepaid expenses, deferred charges, advanced
payments, sccurity deposits, escrowed funds, rights to refunds and prepaid items relating to the
Acquired Assets or the Assumed Liabilitics;

{g) all items of Inventory related to the Business;

(h) all rights in and to products sold or leased (including, but not
limited to, products hercafter returned or reposed and unpaid Sellers’ rights of rescission,
replevin, reclamation and rights to stoppage in transit);

(1) all customer and supplier lists and all other information as to
sources of supply and relationships with suppliers and customers;

() to the extent their transfer is permiited by Law, all Licenses
(including Environmental Permits) held by each Seller or issued or granted by any Governmental
Authority with respect to the operation of the Business or the use or ownership of any of the
Acquired Assets;

(k) 100% of the shares of the outstanding capital stock or other Equity
Intcrests of each Subsidiary of Polaroid identified on Exhibit A;

)] all Books and Records relating to the Business exclading those
Books and Records solely related to the Excluded Assets and the Excluded Liabilities, subject to
Section 2.02(c)

(m)  all canses of action, judgments, Claims and demands of any nature
available to or being pursued by any Seller against Third Parties, whether choate or inchoate,
known or unknown, contingent or otherwise, except to the extent otherwise provided in Section
2.02(d);

(n) all investments, securities or Equity Interests in or issued by
Persons that are not Subsidiaries, including any interests in partnerships or joint ventures, and
any membership intercsts in any limited liability company listed in Section 2.01(n) of the
Disclosure Schedule;

(0) all Guarantee Obligations, warranties, indemnities and similar
rights in favor of Sellers with respect to any of the Acquired Assets or Assumed Liabilities;

(p) all goodwill generated by or associated with the Business;

(q)  all Cash and Cash Equivalents held by the Sellers and the Foreign
Subsidiaries;
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(" all rights to insurance proceeds relating to the damage, destruction
or impairment of any of the Acquired Assets, which damage, destruction or impairment occurred
on or prior to the Closing;

(s) Polaroid’s collection of art and photographs and the items stored in
Polaroid’s archives;

{t) all rights to the return of the cash deposit securing Sellers’
reimbursement obligations under Standby Letter of Credit No, 151270814 in the amount of
$7,000,000 and issued by Flest National Bank for the account of Sellers for the benefit of PD
Winter Street, LLC, as bencficiary, and securing Sellers’ security deposit obligations (the “Lease
Deposits”) under that certain Lease, dated May 15, 2001, between Scllers and PD Winter Street,
LLC, as landlord, with respect to certain property located at 850 and 920 Winter Strect,
Waltham, Massachusetts, and commonly known as the Polaroid R2 and R5 Buildings (the “PD
Winter Street Lease™),

(w) the Eam-Qut Note, dated May 15, 2001, cxecuted by PD Winter
Street, I.LC, as maker, in favor of Polaroid, as holder, and all nghts related thereto and sccurity
therefore, including the standby letter of credit in the amount of $7.000,000 issued for the
account of PD Winter Street, LLC for the benefit of Scller, as beneficiary, and secunng the
payment obligations under such note (the “Eam-Out Note™),

(v) all rights to the return of the cash deposit securing Sellers’
reimburscment obligations under Standby Letter of Credit No. 151270917 in the amount of
$1,000,000 and issued by Fleet National Bank for the account of Sellers for the bencfit of PD
Winter Street, LLC, as beneficiary, and securing the Sellers’ security deposit obligations for
demolition costs (the “Demolition Deposits™) under that certain Buyer Demolition Agreement,
dated May 15, 2001, between Polaroid and PD Winter Street, LLC (the “Demolition

1y

Agreement”);

(w)  the Contingent Assets,

{x) the Equity Intcrest in and rights relating to 784 Memorial Drive
LLC;

8%] the Equity Interest in and rights relating to Digital Media and
Communications LLP;

(z) the Equity Interest in Polaroid Foundation Inc., it being understood
that, if the Purchaser so requests prior to the Closing, the Equity Interest in Polaroid Foundation
Inc. shall not be transferred to the Purchaser at Closing and shall become an Excluded Asset;

(aa)  all rights of Sellers to the surrender value of the Surety Bond No.
45002078 with NAC Reinsurance Corporation for sclf-insured worker's compensation claims
and liabilities; and

(bb) the cash collateral, refunds of premiums, and related interest on
performance bonds as contemplated by that certain Asset Purchase Agreement, dated as of
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December 4, 2001, among Polareid, Polarcid TD Systems, Inc. (“Polaroid TD™) and Digimarc
Corporation (the “Digimarc Asset Purchase Agreement”).

Section 2.02. Excluded Assets. The following assets, propertics, and rights (the
“Excluded Assels”) are not included in the Acquircd Assets and shall be retained by the Sellers:

(a) all Contracts other than Assumed Contracts;

(b) 1005 of the shares of the outstanding capital stock or other Equity
Interests of each Subsidiary of Polaroid listed in Section 2.02(b) of the Disclosurc Schedule;

(c) all personnel records and other Books and Records that any Seller
is required by Law to retain in its posscssion;

(d) (i) all causes of action, judgments, Claims and demands of any
nature available to or being pursucd by any Seller against Third Parties, whether choate or
inchoate, known or unknown, contingent or otherwise, to the cxtent the foregoing relate to or
arise out of the Excluded Assets or the Excluded Liabilities and (ii) all causes of action,
judgments, Claims and demands of any nature available to or being pursued by any Seller against
(A) any Representative of any Seller, or (B) any supplier or vendor to any Seller, or (C) any
Third Party insurance, reinsurance, bonding or other similar company providing insurance to the
Sellers other than with respect to causes of action, judgments, Claims and demands against
Representatives, suppliers or vendors described in clause (A), (B) or (C) below, including all
such causes of action, choses in action and rights of recovery actions for preferences, fraudulent
conveyances, and other avoidance power claims and any recoveries under sections 506(c), 542,
544, 545, 547, 548, 549, 550, 552(b) and 533 of the Bankruptcy Code and the proceeds,
products, rents and profits of all of the forcgoing, but only if such Representative, supplier or
vendor is not a director, officer, employee or agent of, or consultant, supplier, vendor or
contractor to, the Business (A) whose relationship with the Business continues immediately
following the Closing Date or (B) who has been hired, rctained or engaged by the Purchaser or
any of its Affiliates within sixty (60) days after the Closing Date or (C) who, at the end of such
sixty (60} day period, is reasonably expected to have or resume such a continuing relationship
with the Business afler such sixty (60) day period;

(€) all rights of any Seller under this Agreement and the Ancillary
Apgreements;

(f) cxcept as provided in Section 2.01(bb), all rights of Scllers,
including Polaroid and Polaroid 1D, under the Digimarc Asset Purchase Agreement;

(g) any intercompany receivables of any Seller held by another Selier;
(h)  prepaid expenses of Sellers relating to debt financing costs;

(1) non-current or other assets relating to the Polaroid Pension Plan;
and

(4) any Retained Related Party Accounts Receivable.
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Section 2.03. Assumed Liabilities. On the terms and subject to the conditions set
forth in this Agreement, at the Closing, the Purchaser shall assume no liability or obligation of
Sellers except the following specific liabilities and obligations of Sellers (the *Assumed
Liabilities™), which the Purchaser shall pay, perform, or discharge in accordance with their
terms, subject to any defenses of claimed offsets asserted in good faith against the obligee to
whom such liabilities or obligations are owed:

(a) all obligations of the Sellers under the Assumed Contracts,
including all cure amounts payable in order to cure any defaults or otherwise effectuate, pursuant
to the Bankruptcy Code, the assumption by and assignment to the Purchaser of Assumed
Contracts assigned to the Purchaser under the Approval Order ("Cure Amounts”); and

{b) the following post-Petition current liabilities of Sellers incurred or
accrued but only in the dollar amount and Lo the extent such liabilities exist on the Closing Date:

(i) jiabilities or accruals of the type normally included in the
line item “MCC S/T Debt (MCC Hedging Overdrafts)” appearing on the Projected
Balance Sheet;

(ii) liabilities or accruals of the type normally included in the
line itern “Trade Payables” appearing on the Projected Balance Sheet;

(ifi)  liabilities or accruals of the type normally included in the
ling item “Other Payables and Accruals” appearing on the Projected Balance Shect,
except for liabilities or accruals of the type normally included in the line item “Other
Payables and Accruals - Other Accruals-Professional Fees” appearing on the Projected
Balance Sheet;

(iv)  liabilitics or accruals of the type normally included in the
line item “Compcnsation & Benefits from Operations” appearing on the Projected
Balance Shect, except for Habilities or accruals for the Sellers’ Retention Program as
defined in that certain Order Under 11 U.S.C. Sections 105(a) and 63(b)(1) authorizing
Implementation of Key Employee Retention Program entered on April 5, 2002 (Docket
No. 833);

(v) ligbilities or accruals of the type normally included in the
line item “Compensation & Benefits from Restructuring” appearing on the Projected
Balance Sheet; and

(vi)  liabilities or accruals of the type normally included in the
line itcm “Post Employment Benefits” appearing on the Projected Balance Sheet; and

(©) [Tntentionally Omitted]
(d)  all intercompany liabilities, including, but not limited 10, ordinary

course payables and Joans payable, which arose on or after the Filing Date (the “Post-Petition
Intercompany Pavables™) owed by the Sellers to the Foreign Subsidiaries, cxcept to the extent
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that such Post-Petition Intercompany Payables may be cancelled or contributed pursuant 10
Section 6.07(1); and

(€) all obligations of the Sellers (excluding any pre-Petition
obligations or liabilities of the Sellers) under the Stipulation and Order Resolving Motion of
International Specialty Products Tne. and ISP Freetown Fine Chemicals Inc. For an Order
Compelling the Debtors to (I) Immediately Assume or Reject Its Executory Contract Pursuant to
Section 365(D)(2) of the Bankruptcy Code or, in the Altemative, (1[) Pay Market Ratc Pricing
for Products Delivered Postpetition Should the Debtors Need More Time to Assume of Reject
the Executory Contract or the Debtors Ultimately Reject Such Contract (Docket No. 749) entered
on March 22, 2002.

Section 2.04. Excluded Lisbilitics. Notwithstanding anything to the contrary
contained in this Agrecment or any other writing or commitment (written or oral) to the contrary,
the parties expressly acknowledge and agree that the Purchaser shall not assume or in any
manner whatsoever be liable or responsible for any Liability of any Seller, or any predccessors or
Affiliate of any Seller, and any of their respective Representatives or any claim against any and
all of the foregoing, whether matured or unmatured, known or unknown, contingent or absolute,
direct or indirect, whensoever incurred, whether or not related to the Business, other than the
Assumed Liabilitics. Al such Liabilities other than the Assumed Liabilities are collectively
coferred 10 as the “Excluded Liabilities.” Notwithstanding anything to the contrary contained in
this Agreement or any other writing or commitment (wrillen or oral) to the contrary, and without
limiting the foregoing, the following shall be considered “Excluded Liabilitics™ for the purposes
of this Agreement:

(a) any warranty or lability claim of any nature in respect of products
of the Busincss manufactured or sold by the Sellers, or services of the Business provided by the
Sellers, prior to or on the Filing Date;

(b) any liability of Sellers for Taxes, including (1) any of such Taxes
arising as a result of Sellers’ operation of the Business or ownership of the Acquired Assets on or
before the Closing Date or that will arise as a result of the sale of the Acquired Assetls pursuant
to this Agrecment or that will arise as a result of the Cash Consideration bcing paid solely to
Polaroid, (i) any liability for Taxes pursuant to a tax sharing agreement or tax indemnity and
(iii} any ljability for deferred Taxes of any nature;

{c) any Environmental Liabilities of Sellers;

(d) any obligation or liability of Sellers arising under any Contract
other than the Assumed Contracts;

(e) any liability or obligation of Sellers to indemnify their respective
Representatives;

(n any intercompany payables owed by any Seller to another Seller;

() any liability or obligation to the Polaroid Employees or any former
Polaroid Employees of Sellers, including any liability or obligation associated with, or in any
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way related to (in whole or in part): (i) any Pension Plan or Welfare Plan, (ii) any other plan,
agreement, arrangement or understanding of Sellers or any ERISA Affiliate of Sellers that
provides any compensation or benefit to any Polaroid Employee or any former Polaroid
Employee, including any retirec medical benefits, (iii) any event, occurrence, injury or illness
occurring on or prior to the Closing (including any (x) claims under workers® compensation laws
or (y) medical, health or disability claims arising after the Closing fo the extent related to any
event, occurrence, injury, illncss or condition occurring on or before the Closing) or (iv) any
liability or obligation rclated 1o the termination of the employment of any Polaroid Employee or
any former Polaroid Employees of Sellers, or related to any employment, severance, retention or
termination agrecment with any Polaroid Employee or any former Polaroid Employees of
Sellers;

(h) any liability or obligation of Scllers arising out of or related Lo any
employee grievances commenced or relating to periods on or prior to the Closing Date;

(1) any liability or obligation in respect of the Excluded Assets;

G) (x) any liability or obligation of Sellers for administrative fees and
expenses, including without limitation, “allowed administrative expenses” under Section 503(b)
of the Bankruptcy Code, except for the Assumed Liabilities, and (y) any liability or obligation of
Sellers for transaction fecs and expenses and fees and expenses payabic to lenders, brokers,
financial advisors, legal counsel, accountants and other professionals;

(k) any liability or obligation of Sellers under the Digimarc Asset
Purchase Agreement;

(H any other liability or obligation of Sellers including any liability or
obligation directly or indircctly arising out of or relating to the operation of the Business or
ownership of the Acquired Assets on or prior to the Closing Date, whether contingent or
otherwise, fixed or absolule, known or unknown, matured or vnmatured, present, future or
otherwise, except for the Assumed Liabilities;

(m) all Pre-Petition Intercompany Payables (as defined in Section
6.19(a)); and

(n)  except as provided in Scction 2.03(a), any liability or obligation of
the Sellers incurred prior to the Filing Date.

-19-



Section 2.05. Consideration; Cash and Cash Equivalents.

() Consideration. In addition to the assumption of the Assumed
Liabilities, the consideration for the Acquired Assets (including the Acguired Stock) (the
“Consideration”) shall be (i) the Sellers’ Stock plus (i1) $255,000,000, (w) minus the Requested
Retained Cash (as defined in Section 2.05(b)), (x) minys the Non-Assumed Lishilities Payments,
(y) minug the amounts set [orth in Section 6.19(d) and 6.20 hereof actually used to satisfy any
Retained Related Party Accounts Receivable and to pay any Net Related Party Special
Dividends, in each case, to Sellers, and {z) plus the amount specified in Section 6.19(b) hereof to
compensate for any Requested Dividend Withholding Taxes (the “Cash Consideration”).

(b) Requested Retained Cash. At the Purchaser’s election, the
Purchaser may requirc that the Sellers retain at Closing, such amount of the Cash and Cash
Equivalents held by the Sellers and the Foreign Subsidiaries as determined by the Purchaser (the
“Requested Retained Cash™), in which case such Requested Retained Cash shall not be included
in the Acquired Assets.

(c) Cash and Cash Equivalents. On the date that is one Business Day
prior to the Closing Date, Polaroid shal] deliver to the Purchaser (with copies to counsel to the
Committee and counsel to the Agent) a certificate signed by an officer of Polaroid certifying (i) a
good faith estimate of the amount of Cash and Cash Equivalents held by the Sellers and the
Foreign Subsidiarics as of the date of delivery of the cerlificate and (ii) the amount of all Non-
Assumed Liabilities Payments made since June 2, 2002.

Section 2.06. Deposit _Amount. The Purchaser has delivercd to the Escrow
Agent pursuant to the terms of the Deposit Escrow Agrcement $10 million in immediately
available funds (such amount, together with the intercst accrued thereon prior to the Closing, the
“Deposit Amount™), to be held by the Escrow Agent in an interest bearing account reasonably
acceptable to the Purchaser to serve as a down payment on the Consideration, and to be released
in accordance with the following procedures:

(a) on the Closing Date, the Sellers and the Purchaser shall jointly
instruct the Escrow Agent to deliver the Deposit Amount, by wire transfer of immediately
available funds, to an account designated by the Sellers in the Deposit Escrow Agreement {and
such amount shall be applied towards the payment of the Consideration);

(b) upon termination of this Agreement by Purchaser under Section
9.01(d)}v), the Sellers and the Purchaser shall jointly instruct the Escrow Agent to deliver (1)
$3.000,000 of the Deposit Amount, by wire transfer of immediately available funds, o an
account designated by the Sellers in the Deposit Escrow Agreement, to be retained by the Sellers
and (ii) the remainder of the Deposit Amount, by wire transfer of immediately available funds, to
an account designated by the Purchaser in the Deposit Escrow Agreement, to be retained by the
Purchaser;

() (i) upon termination of this Agreement by Polaroid under Section
9.01(e)(i) or 9.01(e)(ii), and provided that no Seller is then in material breach of this Agreement
for which the Purchaser had previously notified Polaroid or (ii) upon termination of this
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Agreement by the Purchaser in violation of this Agreement, the Sellers and the Purchaser shall
jointly instruct the Escrow Agent to deliver the Deposit Amount, by wire transfer of immediately
available funds, to an account designated by the Sellers in the Deposit Escrow Agreement, 1o be
retained by the Scllers; and

(d)  upon termination of this Agreement pursuant to Section 9.01 (other
than Section 9.01(d)}v), 9.01(e)i) or 9.01(e)(ii)), the Scllers and the Purchaser shall jointly
instruct the Escrow Agent to deliver the Deposit Amount, by wire transfer of immedialely
available funds, lo an account designated by the Purchaser in thc Deposit Escrow Agreement, to
be retained by the Purchaser.

ARTICLE 111

THE CLOSING

Section 3.01. Closing. The closing of the Contemplated Transactions (the
“Closing™) shall take place at the New York offices of Skadden, Arps, Slate, Meagher & Flom
LLP at 10:00 a.m. on the later of Tuly 29, 2002 or the second Business Day after the conditions
set forth in Article VIII shall have been satisfied or waived, or at such other ume, date and place
as shall be fixed by agreement among the Purchaser and Polaroid (the date of the Closing being
herein referred to as the “Closing Date™).

Saction 3.02. Consideration; Delivenes.

(a) Purchaser Deliveries. Subject to the terms and conditions hereof,
at the Closing, the Purchaser shall deliver, or cause to be delivered, to the Sellers the following:

(i} the Cash Consideration less the Deposit Amount, in
immediately available funds by wire transfer Lo an account designated by Polaroid;

(i1} stock certificates representing the Sellers’ Stock registered
in the name of Polaroid Corporation, as agent for itself and the other Sellers;

(iii)  a certificate, dated the Closing Date, executed on behalf of
the Purchascr by its Chief Exceutive Officer or Chiefl Financial Officer, certifying that the
conditions specified in Section 8.02(x1) have been fulfilled;

(iv)  a certificate, dated the Closing Date, executed on behalf of
the Purchaser by its Secretary or an Assistant Secretary, certifying: (a} a true and correct
copy of the Purchaser’s Organizational Documents, (b) a true and correct copy of the
resolutions of the Purchaser’s board authorizing the execution, delivery and performance
of this Agreemecnt by the Purchaser and the consummation of the transactions
contemplated hereby and (c) incumbency matters;

{v) a certificatc of the Secretary of State of the State of
Delaware, dated as of a date not earlier than the second Business Day prior to the
Closing, certifying the good standing of the Purchaser in the State of Delaware; and

_2] -



(vi)  duly executed Ancillary Agreements.

(b) Scllers Deliverics. Subject to the terms and conditions hercof, at
the Closing the Sellers shall deliver, or cause to be delivered, to the Purchaser or its permitted
assigns the following:

(i} duly cxecuted Ancillary Agreements;

(i)  a certificate, dated the Closing Date, executed on behalf of
the Sellers by Polaroid’s Chief Executive Officer or Chief Financial Officer, certifying
that the conditions specified in Section 8.03(a) have been fulfilled;

(iii)  a certificate, dated the Closing Date, executed on behalf of
the Sellers by Polaroid’s Secretary or an Assistant Secretary, certifying: (a) a true and
correct copy of each Seller’s Organizational Documents, (b) a true and correct copy of
the resolutions of each Seller's board authorizing the execution, delivery and
performance of this Agreement by each Seller and the consummation of the transactions
contemplated hereby and (¢) incumbency matters;

(iv)  certified copies of all orders of the Bankruptcy Court
pertaining to the Contemplated Transactions, including the Sales Procedures Order and
the Approval Order;

(v}  to the extent that Equity Interests of Acquired Subsidianes
are represented by stock certificates, original certificates evidencing the Acquired Stock
(to the extent applicable in the respective jurisdiction), which certificates shall be duly
endorsed for transfer or accompanied by duly executed stock transfer powers or other
appropriate instruments of assignment and transfer in favor of Purchaser or its permitted
assigns;

(vi) if the Equity Interests ol an Acquired Subsidiary arc not
represented by stock certificates, evidence of the transfer of said Equity Interests to the
Purchaser or its permitted assigns;

(vil) title certificates to any motor vehicles included in the
Acquircd Assets, duly executed by Sellers (together with any other transfer forms
necessary to transfer title to such vehicles);

{viii) a reccipt for the payment of the Cash Consideration less the
Deposit Amount duly cxecuted by Scllers; and

(ix) all such other instruments of assignment, transfer or
conveyance as shall, in thc reasonable opinion of the Purchaser and its counsel, be
necessary to vest in the Purchaser good, valid and marketable title to the Acquired Assets
and to put the Purchaser in actual possession or control of the Acquired Assets.
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Section 3.03. Purchase Price Allocation.

(a) Prior 10 the Closing, the Purchaser and the Sellers shall agree upon
the allocation of the Consideration (and all other items properly included in “consideration,” as
described in Treasury Regulation section 1.1060-1 (¢)(1)), in a manner consistent with Section
1060 of the Code and the rules and regulations thereunder (the “Allocation’™). The Allocation
shall be adjusted as necessary to reflect any adjustments o the Consideration after the Closing
Date. The Purchaser and the Sellers agree o use such allocation in filing all required forms
under Section 1060 of the Code {or any comparable forms under state or foreign law), and all
other Tax Returns, and the Purchaser and the Sellers further agree that they shall not take any
position inconsistent with such allocation upon any examination of any such Tax Return, in any
refund ¢laim or in any tax litigation. Not later than 30 days prior to the filing of their respective
Forms 8594 relating to this transaction, each party shall deliver to the other party a copy of its
Form 8594

(b)  The Purchaser and the Sellers further agree that the payment of the
Consideration to Scllers contemplated by Section 3.02 may be made to a single Seller that is
designated by Polaroid in writing as being authorized to act as agent for ail of the Sellers,
whereupon each Seller shall be deemed to have received the Consideration allocable Lo the
Acquired Assets owned by such Seller in accordance with the allocation determination under this
Section 3.03, provided that any Taxes that arise as a resull of the payment being made to a single
Seller shall be Excluded Liabilitics.

{c) The Purchaser and the Sellers agree that, in the event that the
Acquired Assets to be transferred pursuant to this Agreement ultimately are transferred pursuvant
to more than one separate agreement between the Purchaser and/or its desi gnated Affiliate and
the Sellers, the Purchaser and/or its designated Affiliate and the Scllers will treat the transters
under all such agreements as a series of related transactions within the meaning of Treasury
Regulations section 1.1060-1(b)(5}, and such transfers shall therefore be treated as the transfer of
a single trade or business, as described in Section 1060 of the Code and the rules and regulations
thereunder. The Purchaser and the Sellers shall aggregate the amounts paid under all such
agrcements and allocate that aggregate amount among all assets acquired under all such
agrecments as if all such transactions had been consumumated pursuant to a single purchase and
salc transaction, resulting in a single Form 8594 being filed for the Contemplated Transactions.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF THE SELLERS

Except as set forth in the Disclosure Schedule, the Sellers jointly and severally represent
and warrant to the Purchaser on and as of the date hereof and us of the Closing Date as follows:

Section 4.01. Organization and Good Standing.

{(a) Each Polaroid Entity is a legal entity duly organized, validly
existing and in good standing under the laws of its jurisdiction of incorporation or organization
and has all requisite corporate or other organizational power and, subject to Bankruptcy Court
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approval, authority to own, use, Jease and operate its properties and asscts as now owned, used,
lcased and operated and to carry on its business as and where presently being conducted, and is
qualified or licenscd to do business and is in good standing in every jurisdiction where the nature
of the business conducted by it or the properties owned, leased or operated by it requires
qualification or licensure, except where the failure 10 be so licensed or qualified would not have
a Material Adverse Effect.

(b) Except as set forth on Section 4.01(b) of the Disclosure Schedule,
there are no direct or indirect Subsidiaries of Polaroid other than the other Sellers and the
Acquired Subsidiaries. Except as set forth on Section 4.01(b) of the Disclosure Schedule, Sellers
own all of the issued and outstanding capital stock and other Equity Interests of each Acquired
Subsidiary. There are no other shares of capital stock or other Equity Interests of any Acquired
Subsidiary issued other than as set forth on Section 4.01(b) of the Disclosure Schedule and there
are no declared and unpaid dividends or distributions on any such capital stock or other Equity
Interests. The Acquired Stock (i) has been duly authonized, validly issued, and is fully paid and
nonassessable (in those jurisdictions in which such concepts are applicable), (ii) has not been
issued in violation of any precmptive rights of stockholders or of any terms of any agreement or
other understanding binding upon any Polaroid Entity, and (iii) has been offered and sold in
compliance with any and all applicable securities laws, rules and regulations. Except for
directors’ qualifying shares and shares held by other Polaroid appointees required to be issued to
comply with local government regulations, all of the outstanding capital stock and other Equity
Interests of the Forcign Subsidiaries are owned beneficially and of record (directly or indirectly)
by Polaroid free and clear of any and all Encumbrances. Except as set forth in Section 4.01(b) of
the Disclosure Schedule, there is no security, oplion, warrant, right, call, subscription agrcement,
commitment or understanding of any nature whatsoever to which any of the Polaroid Entities is a
party or by which it is bound, that (i) calls for the issuance, sale, pledge or other disposition of
any Equity Interests of the Foreign Subsidiaries or any securities convertible into or
exchangeable for, or other rights to acquire, any Equity Interests of the Foreign Subsidiaries, (i)
obligates any Polaroid Entity to grant, offer or cnter into any of the foregoing or 10 repurchase,
redeem or otherwisc acquire any capital stock or other Equity Interests of the Foreign
Subsidianies or (iij) relates 10 the transfer, dividends rights, voting, control, or registration rights
of such Equity Interests or rights, Upon the Closing, Purchaser or its designee will be the sole
owner of all right, titlc and intcrest in the Equity Interests of the Acquired Subsidiaries.

Section 4.02. Authority Relative to this Apreement. Each Seller has the
corporate or other organizational power and authority to enter into and deliver this Agreement
and the Ancillary Agreements and, subject to Bankruptcy Court approval, to carry out ils
obligations hereunder and thereunder. The execution, delivery, and performance of this
Agreement and the Ancillary Agreements by each of the Sellers party thereto and the
consummation by each of the Sellers of the Contemplated Transactions have been duly
authorized by all requisite corporate or other organizational actions. Subject to the entry and
offectiveness of the Sale Procedures Order and the Approval Order, this Agreement has been
duly and validly executed and delivered by or on behalf of each of the Sellers and (assuming this
Agreement constitutes a valid and binding obligation of the Purchaser) constitutes a legal, valid
and binding agreement of the Sellers, enforceable against the Sellers in accordance with its
terms, and the Ancillary Agreements will be, when executed and delivered by the Sellers parties
thereto, the legal, valid and binding obligations of the Sellers parties thereto, enforceable against
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the Sellers parties thereto in accordance with their respective terms, in each case subject to
applicable bankrupicy, reorganization, insolvency, moratorium, and other laws affecting
creditors’ rights generally from time to time in effect and to general equitable principles.

Section 4.03. Governmental Consents and Approvals. No consent, approval,
authorization of, declaration, filing, or registration with, any domestic or foreign government ot
regulatory authority, is required to be made or obtained by any of the Sellers in connection with
the execution, delivery, and performance of this Agreement and the Ancillary Agreements and
the consummation of the Contemplated Transactions, except for: (a) consents, approvals,
authorizations of, declarations, or filings with, the Bankruptcy Court, (b) the filing of a
notification and report form under the Hart-Scott-Rodino Antitrust Improvements Act of 1976,
as amended (the “HSR Act™), and the expiration or earlier termination of the applicable waiting
period thereunder, (c) the filing of required notifications under applicable forcign antitrust laws
and rcgulations and the receipt of any mecessary approvals thereunder, and (d) consents,
approvals, authorizations, declarations, filings and registrations the lack of which would not have
a Material Adverse Effect. The items referred to in clauses (a) through (c) of this Section 4.03
are hereinafter referred to as the “Governmental Requirements.”

Section 4.04. No Violations. Assuming that the Governmental Requirements
will be satisfied, made, or obtained and will remain in full force and effect, and assuming receipt
of the consents, approvals and authorizations Jisted in Section 4.04 of the Disclosure Schedule,
neither the execution, delivery, or performance of this Agreement and the Ancillary Agreements
by the Sellers parties thereto, nor the consummation by any Seller of the Contemplated
Transactions, nor compliance by any Seller with any of the provisions hereof and of the
Ancillary Agreements, will (a) result in any breach of any provisions of the articles of
incorporation or bylaws or similar organizational documents of any Polaroid Entity, (b) result in
a violation, or breach of, or constitute (with or without due notice or lapse of time) a default (or
give rise to any right of termination, cancellation, amendment, vesting, payment, exXercise,
acceleration, suspension, or revocation) under any of the terms, conditions, or provisions of any
note, bond, mortgage, decd of trust, security interest, indenture, loan or credit agreement, license,
permit, contract, lease, agreement, plan, or other instrument, commitment or obligation to which
any Polaroid Entity is a party or by which such Polaroid Entity’s properties or assets may be
bound or affected, (c) violate any order, wril, governmental authorization, mjunction, decree,
statute, rule, or regulation applicable to any Polaroid Entity or to any properties or assets of any
Polaroid Entity, or (d) result in the creation or imposition of any Encumbrance other than
Permitted Encumbrances on any assel of a Polaroid Entity, except in the case of clauses (b) and
(d) above, for violations, breaches, defaults, terinations, cancellations, accelerations, creations,
impositions, suspensions, or revocations that (i) would not individually or in the aggregate have a
Material Adverse Effect or (ii) are excused by or unenforceable as a result of the filing of the
Petitions or the applicability of any provision of or any applicable law of the Bankruptcy Code.

Section 4.05. Contracts; Compliance. True and complete copies of all material
Contracts relating to the Business have been made available to Purchaser. Each of the Contracts
relating to the Business is valid, binding and, subject to payment of all curc amounts payable to
cffectuate, pursuant to the Bankruptcy Code, the assumption by and assignment to the Purchaser
of such Contracts under the Approval Order, if applicable, enforceable against the Polaroid
Entity party thereto and, to the Sellers” Knowledge, the other parties thereto, in accordance with
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its terms and is in full force and cffect. Except as set forth in Section 4.05 of the Disclosure
Schedule and other than with respect to monetary defaults by the Sellers under Contracts that are
curable by payment of all cure amounts payable to effectuate, pursuant to the Bankruptcy Code,
the assumption by and assignment to the Purchaser of such Contracts under the Approval Order,
if applicable, the Polaroid Entities party thereto and, to the Sellers’ Knowledge, each of the other
parties thercto, have performed all obligations required to be performed by them under, and are
not in default in respect of, any of such Contracts, and no event has occurred which, with notice
or lapse of lime, or both, would constitute such a default, other than where the failure to perform
such obligations or such default would not, individually or in the aggregate, reasonably be
expected to have a Matcrial Adverse Effect. Except as set forth in Section 4.05 of the Disclosure |
Schedule and other than with tespect to monetary defaults by the Sellers under Contracts that arc
curable by payment of all cure ammounts payable to cffectuate, pursuant to the Bankruptcy Code,
(he assumption by and assignment 1o the Purchaser of such Contracts under the Approval Order,
if applicable, to the Seilers’ Knowledge, Sellers have received no claim or notice from any other
party to any such Contract that any Polaroid Entity has breached any obligations to be performed
by it thereunder, or is otherwise in default or delinquent in performance thereunder, where the
consequence of such breach or default would be reasonably cxpected to have a Matenial Adverse
Effect. Section 4.05 of the Disclosure Schedule lists all Post-Petition Contracts of the Scllers
relating to the Business other than immaterial Post-Petition Contracts and open purchase orders
cntered into in the Ordinary Course of Busincss. Except as set forth on Section 4.05 of the
Disclosure Schedule and except for Post-Petition Contracts that are immaterial to the Business,
none of the Post-Petition Contracts contains any provisions restricting its assignment to the
Purchaser pursuant to the terms of this Agreement.

Section 4.06. Accounts Receivable; Accounts Payable

(a) All of the Accounts Receivable of the Business reflected on the
Audited Financial Statement for the year ended December 31, 2001 (the “2001 Audited Financial
Statement”) or acquired after the date thereof and on or before the Closing Date represent
amounts receivable for products actually delivered or services actually provided, and have arisen
from bona fide transactions in the Ordinary Course of Business. All Accounts Receivable of the
Business reflected on the 2001 Audited Financial Statement or acquired after the date thereof and
on or before the Closing Date are accurately reflected on the books of the Business and have
arisen from bona fide transactions. The reserve on the 2001 Audited Financial Statement for
doubtful accounts is adequate in accordance with GAAP.

(b) All of the Accounts Payable and all payables and other accruals of
the Business reflected on the 2001 Audited Financial Statement or which have arisen afier the
date thereof and on or before the Closing Date are accurately reflected on the books of the
Business and have arisen from bona fide transactions in the Ordinary Course of Business.

Section 4.07. Inventory. The raw materials and works-in-process are useable in
the Ordinary Course of Business in the production or completion of the fini shed goods included
in the Acquired Assets. All of the raw materials and works-in-process can reasonably be
expected to be consumed (other than with respect Lo scrappage consistent with past practice of
the Business) in the Ordinary Course of Business within a reasonable period of time, and the
finished goods included in the Acquired Assets are fit for the ordinary purposes, or if applicable,
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the particular purposes, for which such finished goods are used and are saleabie in the Ordinary
Course of Business. All Inventory of the Polaroid Entities relating to the Business and reflected
on the 2001 Audited Financial Statement or acquired by the Polaroid Entities thereafter and on or
before the Closing Date is carried on Sellers” books and records relating to the Business at not in
excess of the lower of historical cost or market price determined in accordance with GAAP.
Sellers have provided for adequate reserves in accordance with GAAP with respect to slow
moving, damaged and obsolcte Inventory.

Section 4.08. Al Assets. Except for the Excluded Assets, the Acquired Assets
include all assets and properties of Sellers which are primarily related to, or otherwisc material to
the conduct of, the Business. To Sellers’ Knowledge, no additional assets other than those
included in the Acquired Assets are necessary in order 10 operate the Business.

Section 4.09. Financial Statements. The books of account and related records of
each Polaroid Entity for the Business fairly reflect in reasonable detail all asscts, liabilities and
transactions relating to the Busincss in accordance with GAAP. Polaroid has delivered to the
Purchaser true, correct and complete copies of the audited consolidated financial statements of
Polaroid as of and lor the 12-month periods ended December 31, 2001, December 31, 2000 and
December 31, 1999, each together with a report thereon by the Scllers” Auditors (the “Aundited
Financial Statements”). Attached hereto as Section 4.09 of the Disclosure Schedule are the
imaudited historical balance sheet of the Business as of June 2, 2002 and the unaudited historical
statements of results of operations and cash flows of the Business for the five-month period
ended June 2, 2002 (collectively, the “Interim Financial Statements” and together with the
Audited Financial Statements, the “Financial Statements™. The Financial Statcments were
compiled from each Polaroid Entity’s books and records for the Business, are in accordance with
such books and records, present fairly in all material respects the financial position of Polaroid
and its consolidated Subsidiaries as of the dates thereof, their results of operations and cash flows
for the periods then ended {cxcept, in the case of the Interim Financial Statements, in respect of
normal and recurring year end adjustments, none of which is material in amount), and the assets
and liabilities of the Business as of the dates thereof, in accordance with GAAP consistently
applied throughout the period. Except for (a) Liabilities incurred in the Ordinary Course of
Business after the Determination Date; (b) Liabilitics disclosed, reflected or provided for in the
Financial Statements: (c) Liabilities disclosed in the Disclosure Schedule and (d) Liabilities
incurred in connection with the transactions contemplated hereby, from the Determination Date,
no Polaroid Entity has incurred any Liabilities that would both (i) be required to be reflected or
provided for in a balance sheet prepared in accordance with GAAP and the policies, procedures
and methods used to prepare the Financial Staterments and (i) be reasonably likely to have a
Material Adverse Effect.

Section 4.10. Rclationship with Customers and Suppliers. Scction 4.10 of the
Disclosure Schedule scts forth a complete and correct list of the twenty (20) largest customers
(by net sales) and twenty (20) largest suppliers (by dollar volume) of the Polaroid Entities for the
fiscal year ended December 31, 2001 and for the two-month period ended March 3, 2002. To
Sellers’” Knowledge, no such customer or supplier listed on Section 4.10 of the Disclosure
Schedule, or any customer who is the sole purchaser of a product or any supplier who is the sole
source of any supplies, intends to terminate or adversely and materially modify its business
relationship with any Polaroid Entity.
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Section 4.11. No Changes. From the Determination Date to the date hereof,
except as disclosed 1n Scction 4.11 of the Disclosure Schedule, the Polaroid Entities have
conducted the Business only in the Ordinary Course of Business. Without limiting the generality
of the foregoing, since the Detcrmination Date, except as disclosed in Section 4.11 of the
Disclosure Schedule, there has not been:

() any Material Adverse Effect;

(b)  any increase in the salaries or other compensation payable or to
become payable to any Employee whose aggregate annual compensation prior to the
Determination Date was in excess of $100,000 (or the foreign cumency equivalent thereof) or
any general increase in the salaries or other compensation payable or to become payable to
Employees outside the Ordinary Course of Business, or any advance (excluding advances for
ordinary business expenses) or loan to, any Employee or any increase in, or any addition to,
other benefits (including any bonus, profit-sharing, pension or other plan) to which any of the
Employces may be entitled, or any payments to any pension, retirement, profit-sharing, bonus or
similar plan except payments in the Ordinary Course of Business made pursuant to the benefit
plans described in Section 4.11(b) of the Disciosure Schedule, or any other payment of any kind
to or on behalf of any Employee other than payment of base compensation and reimbursement
for reasonable expenses in the Ordinary Course of Business;

(c) any damage, destruction or loss affecting the Business in cxcess of
$500,000, whether or not covered by insurance;

(d) any cancellation or waiver of any right material to the Business or
any cancellation or waiver of any matenal debts or claims of the Business;

(e) any change by any Polaroid Entity in its method of accounting or
keeping its books of account or accounting practices;

() any disposition of or failure to keep in effect any rights in, to or for
the use of any of the Intellectual Property (other than with respect to Trade Secrets) relating to
the Business, or, to the Sellers’ Knowledge, any disposition of or failure to keep in cffect any
rights in, to or for the use of any Trade Sccrets relating to the Business;

() any sale, transfer or other disposition of any material assets,
properties or rights of the Business, except sales of Inventory in the Ordinary Course of
Business;

()  any morlgage, pledge or subjection to an Encumbrance of any kind
(other than Permitted Encumbrances) of any assets, tangible or intangible, of the Business;

(i) any making or authorization of any single capital expenditure in
excess of $500,000, or capital expenditures in excess of $5,000,000 in the aggregate; or

() any material change or modification of any Polaroid Entity’s

credit, collection and payment policies, procedures and general practices with respect 10 the
collection of Accounts Receivable and the payment of Accounts Payable.
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Section 4.12. Litigation. Except for the pendency of the Case, there is no suit,
action, proceeding, or investigation (whether at law or equily, before or by any federal, state, or
foreign commission, court, tribunal, board, agency, or instrumentality, or before any arbitrator)
pending or, to any of the Sellers’ Knowledge, threatened against or affecting any Polaroid Entity,
the outcome of which would have, individually or in the aggregate, a Material Adverse Effect,
nor is there any judgment, decree, injunction, rule, or order of any court, governmental
department, commission, agency, instrumentality, or arbitrator outstanding against any Polaroid
Entity that would have a Material Adverse Effect.

Section 4.13. No Default. No Acquired Subsidiary is in violation, breach of, or
default under (and no cvent has occurred that with notice or the lapse of time would constitute &
violation, breach of, or a default under) any term, condition, or provision of (a) its articles of
incorporation or bylaws or other organizational documents, (b) any note, bond, mortgage, deed
of trust, security interest, indenture, loan or credit agreement, liccnse, permit, contract, leasc,
agrecment, plan, or other instrument, commitment or obligation to which such Acquired
Subsidiary is a party or by which such Acquired Subsidiary’s propertics or assets may be bound
or affected, or (c) any order, writ, governmental authorization, injunction, decree, statute, rule, or
regulation applicable to such Acquired Subsidiary or to such Acquired Subsidiary’s properties or
assets, except, in the case of clause (b) above, as would not, individually or in the aggregate,
result in a Material Adverse Effect.

Section 4.14, No Violation of Law.

(a) Except as set forth in Section 4.14 of the Disclosure Schedule, the
Polaroid Entities possess and are in compliance with all Permits (other than Environmental
Permits which are governed by Section 4.15) required in connection with the conduct of the
Business under all applicable laws, rules, regulations and ordinances, the failure of which to
obtain or hold would be reasonably expected to have a Material Adverse Effect. Except as set
forth in Section 4.14 of the Disclosure Schedule, since December 31, 1999, the Polaroid Entities
have conducted the Business and arc currently doing so in comphance with all Applicable Law
relating to the Business, except for such violations which would not be reasonably expected to
have a Matcrial Adverse Effect. Except as set forth in Section 4.14 of the Disclosure Schedule,
no Permit (other than Environmental Permits which are govemed by Section 4.15) not presently
possessed by the Polaroid Entities is required under applicable law to conduct the Business,
except as would not, individually or in the aggregate, result in a Material Adverse Effect. Except
as set forth in Section 4.14 of the Disclosure Schedule, the Permits (other than Environmental
Permits which are governed by Section 4.15) of the Polaroid Entities relating to the operation of
the Business are in full force and effect and there are no proceedings pending or, to Sellers’
Knowledge, threatened that seek the revocation, cancellation, suspension or any adverse
maodification of any such Permits, except as would not, individually or in the aggregate, result in
a Material Adverse Effect.

(b)  Except to the extent excused by or unenforceable as a result of the
commencement or pendency of the Case or the application of any provision of the Bankruptcy
Code, no Polaroid Entity is in violation of, or has been given notice or been charged with any
violation of, Applicable Law relating to the Business, except for such violations, notices, or
changes that would not, individually or in the aggregate, result in a Material Adverse Effect.
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Section 4.15. Environmental Matters. Except as specifically disclosed in
Section 4.15 of the Disclosure Schedule (which disclosed items would not, individually or in the
aggregate, result in a Material Adverse Effect):

() each Polaroid Entity is, and has been for the applicable statute of
limitations period, in compliance in all material respects with all applicable Environmental Laws
(which, for purposes of this subsection, does not include the Occupational Safety and Health
Act), ‘

(b)  no Polaroid Entity is subject to any pending or, to the Sellers’
Knowledge, threatencd claim, action, swt, investigation, inquiry, or proceeding under any
Environmental Law with respect to the Release or threat of Release of any Hazardous Materials,
or with respect to any Environmental Liability;

(c) therc has been no Release, or, to the Sellers’ Knowledge, threat of
Release, of Havardous Materials by any Polaroid Entity or any of their predecessors, or
otherwise arising in connection with the Business (as currently or formerly operated) or at any of
the propertics currently used, owned, operated or leased by the Business that requires or may
reasonably be expected in the future to require investigation, remediation, or other responses or
actions (“Remediation”) under Environmental Laws;

(d)  the Polaroid Entities hold and have been for the applicable statute
of limitations period, and are in compliance in all material respects with, all permits, certificates,

licenses, approvals, rcgistrations and authorizations required under Environmental Laws
(“Environmental Permits™), all such Environmental Permits are in full force and effect and, to the
extent required so that the Business can continue operations immediately after Closing in all
material respects in the same manner as conducted immediately before the Closing, all
Environmental Permits are transferable or assignable to the Purchaser or can be reissued to the
Purchaser under Environmental Laws without material interruption to the Business.

(e) the Sellers have not received any written or, to the Sellers’
Knowledge, any other request for information, notice of claims, demand or other notification that
they (or any of their predecessors) are of may be potentially responsible with respect to any
Remediation of Hazardous Materials (whether on-site or off-site). No Hazardous Matcrials
Managed or Released by or on behalf of Sellers have come to be located at any site listed on the
National Priorities List promulgated pursuant to CERCLA, CERCLIS, any similar list
maintained by any Governmental Authority, or which requires Remediation under applicable
Envitotimental Laws;

(H there are no underground storage tanks (either active or
abandoned), asbestos or asbestos-containing materials, or PCB-containing equipment at any
property owned, leased or operated by Sellers which requires closure, removal, abaterment, or
retrofilling under Environmental Laws;

(g) all non-privileged environmental investigations, inspections,

studies, audits, tests, reviews or other analysis conducted in relation to Sellers, any real property
currently or formerly owned, operated or leascd by Sellers (or their predecessors) or the Business
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(as currently or formerly operated) (collectively, “Environmental Audits”) in the possession or
control of Sellers have been made available to Purchaser, and none of the privileged
Environmental Audits which have not been made available to the Purchaser contains material
information not otherwise disclosed to the Purchaser in writing; and

(h)  the Scllers have not retained or assumed by contract any hability ot
responsibility for any Environmental Liabilities, environmental claims or envirommental
conditions.

Section 4.16. Employec Benefits.

(a) Section 4.16(a) of the Disclosure Schedule contains a true, correct
and complete list of Pension Plans and Welfare Plans (including, but not limited to, medical,
dental, life insurance and severance plans) or othcr material cmployee fringe benefit plans
presently maintained by, or contributed to by, Sellers for the benefit of any current Employees of
Sellers who are or were engaged in the Business. True and complete copies of each of said plans
have been or will be furnished or made available to Purchaser.

(b) There are no Multiemployer Plans applicable to any Hired
Employecs.

(©) Except as may be disclosed on Section 4.16 of the Disclosure
Schedule, or as would not reasonably be expected, individually or in the aggregate, to have a
Material Adverse Effect:

(i) no assct of any Seller or any ERISA Affiliate, which is to
be acquired by Purchaser pursuant to this Agreement, is subject to any lien under Code
section 401(a)(29), ERISA Section 302(f) or Code scction 412(n), ERISA Section 4068
or arising out of any action filed under ERISA Section 4301(b).

(ii)  Neither the Sellers nor any ERISA Aifiliate has incurred
any liability which would reasonably be cxpected to subject Purchaser or any asset fo be
acquired by Purchaser pursuant to this Agreement to material liability under Section
4062, 4063, 4064 or 4069 of ERISA.

(iii) ~ Neither the Sellers nor any FRISA Affiliate, has incurred
any withdrawal liability, within the mcaning of Section 4201 of ERISA, including a
contingent withdrawal liability as a result of a transaction described in Section 4204 of
ERISA with respect to any multiemployer pension plan, as defined in Section 4001 of
ERISA, that could reasonably be expected to subject Purchaser or any asset to be
acquired by Purchaser pursuant to this Agreement to material liability, which liability has
not been fully paid as of the date hereof.

(d) (1) Schedule 4.16(d) of the Disclosure Schedule contains a true
and complete list of each pension plan and each plan comparable to a Welfare Plan, including,
but not limited to, each medical, dental, life insurance and severance plan maintained by Sellers
or any Acquired Subsidiary, for any current Employee in the United Kingdom, The Netherlands,
Japan, Hong Kong, Mexico, Germany and Ttaly. True copies of each such plan, or an accurate
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description of any such plan that is not writien, has been furnished or made available to
Purchaser prior to the Closing Date.

(ii)  For purposes of Sections 4.16(¢} and (f), the terms “Foreign
Plan” or “Foreign Plans” includes any pension plan, plan comparable to a Welfare Plan,
including, but not limited to, medical, dental, life insurance and severance plans, as well as any
bonus, deferred compensation or other material fringe benefit plan maintained or required to be
maintaincd by the law of the relevant jurisdiction by any Seller or any Acquired Subsidiary for
the benefit of any employec or former employee of any Acquired Subsidiary.

(e) Sellers and the Acquired Subsidiaries and each of the Foreign
Plans are in compliance in all material respects with the provisions of the laws of each
jursdiction in which any of the Foreign Plans are maintained, to the cxtent such laws are
applicable to the Foreign Plans.

(f) Except as may be sct forth in Schedule 4,16 of the Disclosure
Schedule, or as could not rcasonably be expected, individually or in the aggregate ta have a
Material Adverse Effect:

1 all contributions to, and payments from, the Foreign Plans,
or to or from a trust, insurance contract or other funding medium maintained in
connection with any such Foreign Plan, which may have been required to be made in
accordance with the terms of any such plan or the law of the jurisdiction in which such
plan is maintained, have been timely made. All contributions to the Foreign Plans, and
all payments under the Foreign Plans, for any period ending before the Closing Date that
are not yet, but will be, required to be made are properly accrued and reflected on the
financial statcments of the employer maintaining such plan.

(i) All material reports, rcturns and similar documents with
respect to any Forcign Flan required to be filed with any government agenCy Or
distributed to any Foreign Plan participant have been duly and timely filed or distributed.

(i) Each of the Foreign Plans has obtained from the
government or govemments having jurisdiction with respect to such plan any required
determinations that such plans are in compliance with the laws and regulations of any
government. :

(iv) Each of the Foreign Plans has been administered at all
times, in all material respects, in accordance with ils terms. There are no pending
investigations by any governmental agency involving the Foreign Plans, no claims
pending or threatened in writing (except for claims for benefits payable in the normal
operation of the Foreign Plans), suits or proceedings against any Foreign Plan or asserting
any rights or claims to benefits under any Foreign Plan which could give rise to any
liability, nor are there any facts that could give rise to any material liability in the event of
such investigation, claim, suit or proceeding. '

(v} The assets of cach of the Foreign Plans (which is
comparable to an employee pension benefit plan as defined in Section 3(2) of ERISA or
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otherwisc provides retirement, medical or life insurance benefits following retirement)
ate at least equal to the liabilities of such plans. Purchaser will incur no material liability
with respect to any Foreign Plan with respect to service thereunder performed before the
Closing Date, other than liability for contributions attributable to periods following the
Closing Date.

(viy No Foreign Plan entitles any Employee or former
Employee covered under any such Plan to purchase or otherwise acquire any ocquity
interest in any Seller or any Affiliate of the Seller maintaining such Foreign Plan.

Section 4.17. Real Property.

(a) Section 4.17 of the Disclosure Schedule sets forth a list of all of the
real estate owned by the Polaroid Entities and used in the Business (such real cstate, together
with all beneficial, appurtenant easements and other appurtenances thereto and with all
Tmprovements, is collectively referred to herein as the “Owned Real Estate™), and includes the
street address and the rclated deeds or the lcgal description of each parcel of the Owned Real
Estate. Sellers have made available to Purchaser true, correct and complete copies of all (A} title
reports, title insurance policies and commitments therefor, (B) surveys, and (C) licenses,
certificates of occupancy, plans, specifications and permits pertaining to the Owned Real Estate
that are in the possession or control of Sellers. Sellers represent and warrant with respect to the
Owned Real Estale:

(i} Except as set forth in Section 4.17 of the Disclosure
Schedule, the Polaroid Entities have good, valid, marketable and indefeasible fee simple
title to, and are in actual, exclusive possession of, the Owned Real Estate. The Owned
Real Estate is frec and clear of all Encumbrances other than Permitted Encumbrances.

(i)  No portion of any of the Owned Real Estate is subject to a
special ad valorem tax valuation or rate that will be lost as a result of the transfer 1o
Purchaser pursuant to the provisions hereof.

(iii)  Sellers have not rcceived notice from any Governmental
Authority or insurance carrier of any matter that would have a Material Adverse Effect
upon the Owned Real Estate.

(iv)  The Owned Real Estate and the use thereof by the Polaroid
Entities in connection with the Business as currently used and consistent with past
practice complies in all material respects with all covenants, easements and restrictions of
record affecting the Owned Real Estate.

(b) Section 4.17 of the Disclosure Schedule sets forth a list of all of the
leases or rights of occupancy pursuant to which the Polarod Entities lease or sublease any real
property or intercst therein related to or used by the Polaroid Entities in the Business
(collectively, as herctofore modified, amended or extended, the “Leases™), including the
:dentification of each of the lessors thereof and the street addresses of all of the real estate
demised under each of the Leases (collectively, the “Leased Real Estate™). To the extent within
Sellers” possession and control, Sellers have made available to Purchaser true, correct and
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complete copies of all (A) leaschold title reports, leasehold title insurance policies and
commitments therefor, (B) surveys, (C) licenses, certificates of occupancy, plans, specifications
and permits and other documents perlaining to the Lecased Real Estate that are in the possession
or control of Sellers and (D) each of the Leases, including all amendments, modifications and
extensions, and together with all subordination, non-disturbance and/or attornment agreements
related thereto. Scllers represent and warrant with respect to the Leased Real Estate:

(i) Except as set forth in Section 4.17 of the Disclosure
Schedule, one or more of the Polaroid Entities is the lessee under all Leases and has
actual exclusive possession of the Leascd Real Estate. No party other than one or more
of the Polaroid Entities has any right to possession, occupancy or use of any of the
Leased Real Estate.

(ii)  Each of the Leases is valid and in full force and effect and
is binding and enforceable in accordance with iis terms. Except as set forth in
Section 4.17 of the Disclosure Schedule, none, of the Sellers has received any written
notice of default under any provision of any of the I.eases.

(iii) - Except as set forth in Scction 4.17 of the Disclosure
Schedule, none of the Polaroid Entities and, to Sellers’ Knowledge. none of the lessors
under any of the Leases is in material breach or defauit under any of the Leases and no
event has occurred that with notice, the passage of time or both would constitute such a
material breach or default or permit termination, modification or acceleration thereunder.

(iv)  The Polaroid Entities have good, valid and indefeasible title
to all the leasehold estates conveyed under the Leascs free and clear of all Encumbrances,
except Permitted Encumbrances.

. (v) FExcept as set forth in Section 4.17 of the Disclosure
Schedule, therc have been no casualties or condemnations which could result in the
termination of any of the Leases.

(viy Except as set forth in Section 4.17 of the Disclosure
Schedule: (i) no consent of any of the lessors under any of the Leases is required by
reason of any of the transactions contemplated by this Agreement, and (i1) none of the
rights of the Polaroid Entities under any of the Lcases will be impuired by the
consummation of the transactions contemplated by this Agreement.

(c) Scllers represent and warrant with respect to both the Owned Real
Fstate and the Leased Real Estate (collectively, the “Real Estate™) that (i) there 1s no violation of
any Applicable Laws that would have a Material Adverse Effect, (ii) all the Real Estate 13
adequately serviced in all material respects by appropriate utilities to carry on the Business at the
Real Estate, (i) there is adequate pedestrian and vehicular access in all material respects to all
the Real Estate, and (iv) other than the Real Estate, no other real cstate or rights, titles, estates or
interest therein is necessary to the conduct of the Business in the United States as currently
conducted and consistent with past practice.
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Section 4.18. Title to and Use of Property.

(a) Sellers have good, valid and marketable {(or with respect to
personal property, merchantable) title to, or valid and subsisting leasehold interests in, all of the
Acquired Assets; none of the Acquired Assets is owned jointly with, or leased 1o, any other
Person, including Affiliates of Sellers; and except as disclosed in Section 4.18 of the Disclosure
Schedule, none of the Acquired Assets is subject to any Encumbrance, all of which scheduled
Encumbrances, other than the Permitted Encumbrances (and except as specifically noted in
Section 4.18 of the Disclosure Schedule) shall be removed on or prior to the Closing.

(b} Except as disclosed in Scction 4.18 of the Disclosure Schedule, the
buildings, machinery, equipment, tools, office fumiture and fixtures, improvements and other
tangible assets of the Business included in the Acquircd Assets are in good operating condition
and repair, subject to reasonable wear and tear.

Section 4.19. Brokers. Except for Dresdner Kleinwort Wasserstein, Inc., the
fees related to which shall be borne by Sellers, no person is entitled to any brokerage, financial
advisory, finder's, or similar fee or commission payable by any Polaroid Entity or any of their
Affiliates in connection with the Contemplated Transactions based upon arrangements made by
or on behalf of any Polaroid Entity or any of their Affiliates.

Section 4.20. Intellectual Property.

(a) The Polaroid Entities, collectively, own, or are licensed or, to
Sellers’ Knowledge, otherwise possess legally enforceable rights to use the Intellectual Property
used in or held for use in the Business (the “Polaroid Intellectual Property”). The Polaroid
Intcllectual Property includes all rights reasonably necessary for operation of the Business.

{b) Except for such omissions as would be individually or collectively
immaterial to the Business, Section 4.20 of the Disclosure Schedule sets forth a complete and
accurate list of all Patents, registercd Marks, registered Copyrights, and Domain Names included
in the Polarcid Intellectual Property, specifying as to each such item, as applicable: (A) the
owner of the item, (B) the jurisdictions in which the item is issued or registered or in which any
application for issuance or registration has been filed, (C) the respective issuance, registration, ot
application number of the jtem, and (D) the date of application and issuance or registration of the
itern.

(©) Except for such omissions as would be individually or collectively
immaterial to the Business, Section 4.20 of the Disclosure Schedule also contains a complete and
accurate list of all material licenses, sublicenses, consents and other agreements (whether written
or otherwise) by which the Polaroid Entities license or otherwise authorize a Third Party, or are
licensed or otherwise authorized by a Third Party, to use any Intcllectual Property. Other than
with respect to monetary defaults by the Sellers under Contracts that are curable by payment of
all cure amounts payable to effectuate, pursuant to the Bankruptcy Code, the assumption by and
assignment to the Purchaser of such Contracts under the Approval Order, if applicable, none of
the Polaroid Entities or, to Sellers’ Knowledge, any other party is in breach of or default under in
any material respect any material license or other agreement and cach such license or other
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agrcement is now and immediately following the Closing shall be valid and in full force and
effect.

(d)  Except as would not have a Material Adverse Effect:

(i) no Polaroid Entity will, as a result of the execution and
delivery of this Agreement or the consummation of the Contemplated Transactions be in
breach of or suffer any loss of rights under any material license, sublicense or other
agreement relating to the Polaroid Intellectual Property;

(ii} (A) each Patent, registered Mark, and registered Copyright
owned by a Polaroid Entity which is used in the Business is subsisting and, to the Sellers’
Knowledge, valid and enforceable; (B) no Polaroid Entity, as of the date hereof, 15 a patty
to any currently pending litigation which involves a claim of infringement of any Patent,
Mark, or Copyright or violation of any Trade Secret or other proprietary right of any
Third Party, or has received written notice of any such threatened claim; and (C) to the
Sellers’ Knowledge, the manufacturing, marketing, licensing, or sale of any products of
the Business, in the manner cutrently manufactured, marketed, sold, or licensed by the
Polaroid Entities, does not and will not as of the Closing infringe or misappropnate any
Patent, Mark, Copyright, Trade Secret or other proprietary right of any Third Party;

(ii)  at the Closing, Sellers will transfer and assign to the
Purchaser all of the Sellers’ right, title and interest in and to the Polaroid Entities’ rights
in the Polaroid Intellectual Property free and clear of any Encumbrances;

(iv)  all Domain Namcs are currently registered in the name of a
Polaroid Entity with an appropriate registration authority; no such Domain Name is
currently involved in any opposition, invalidation or cancellation proceeding and, to the
Sellers’ Knowledge, no such action is threatened with respect Lo any Domain Name;

(v) to Sellers’ Knowledge, none of the Trade Secrets of the
Polaroid Entities has been disclosed to any person unless such disclosure was necessary,
and was made pursuant to an enforceable confidentiality agreement; and

(vi)  the information technology systems owned, licensed,
leased, operated on behalf of, or otherwise uscd or held for use by the Polaroid Entities,
including computer hardware, software, firmware and lelecommunications systems,
perform reliably and in material conformance with the appropriate specifications or
documentation for such systems. Except for scheduled or routine maintenance, such
information technology systems are reliably available for use by the Polaroid Entities
and, as applicable, by their customers and clients, 24 hours per day, 7 days per week.
The Polaroid Entities have taken commercially reasonable steps Lo provide for the
archival, back-up, recovery and restoration of critical business data, including the
provision of hot fail-over server capacity in the event of a systems failure or disaster. To
Sellers’ Knowledge, the computer software owned by the Polaroid Entities, and all of the
licensed software used in their respective businesses, perform in material conformance



with the applicable documentation for such software, and do not contain any viruses,
trapdoors, worms, or other disabling or malicious code.

Section 4.21. Labor Matters. Except as disclosed in Section4.21 of the
Disclosure Schedule, no Polaroid Entity has entered into any severance or similar arrangement in
respect of any present Employee of any Polaroid Entity that will result in any obligation of the
Purchaser or any Acquired Subsidiary to make any payment to any present Employee of any
Polaroid Entity following termination of employment or upon a change of control of any
Polaroid Entity or upon consummation of the transactions contemplated under this Agreement.
Since December 31, 2000, no Polaroid Entity has engaged in any unfair labor practice and, to
Sellers’ Knowledge, there arc no complaints against any Polaroid Entity pending before the
National Labor Relations Board or any similar state, local or foreign labor agency by or on
behalf of any Employee of any Polaroid Entity. Except as set forth in Section 4.21 of the
Disclosure Schedule, no Seller is a party to, or a participant in any negotiation of, any collective
bargaining agreement or other labor agreement with respect to its Employces with any labor
organization, union, group or association, and there are no employee unions (nor any other
similar labor or employce organizations) under any Laws. There are no labor strikes, slow
downs or stoppages pending or, to the Sellers” Knowledge, threatened with respect to the
Employees of any Polaroid Entity, and since December 31, 2000, no Polaroid Entity has
experienced any attempt by organized labor to cause any Polaroid Entity to comply with or
conform to demands of organized labor relating to its Employees or to enter into a binding
agreement with organized labor that would cover any or all of its Employecs. Except as would
not have a Material Adverse Effcct, (2) each Polaroid Entity has complied with all Laws relating
to employment, equal cmployment opportanity, nondiscrimination, immigration, wages, hours,
benefits, collective bargaining, the payment of social security and similar taxes, occupational
safety and health and plant closings (hereinafter collectively referred to as the “Employment
Laws”) and (b} no Polaroid Entity is liable for the payment of fines, penalties or other amounts,
however designated, for failure to comply with any of the forgoing Employment Laws. Section
421 of the Disclosure Schedule sets forth the number of employees employcd by any of the
Sellers (along with such employee’s “location/site of employment” within the meaning of the
Worker Adjustment and Retraining Notification Act (“WARN Act™), 29 U.S.C. Section 2101, et
seq.) who have experienced an “employment loss” (as defined by the WARN Act) while
employed by any of the Sellers during the ninety (90)-day period immediately preceding the date
hereof, Not more than five (5) days prior to the Closing Date, Sellers shall deliver to the
Purchaser a list of all employees employed by any of the Sellers (along with such employees’
“location/site of cmployment” within thc meaning of the WARN Act) who have experienced an
“employment loss” (as defined by the WARN Act) from the date hereof until such date of
delivery.

Section 4.22. Tax Matters. Except as provided in Section 4.22 of the Disclosure
Schedule: (a) All Tax Returns which were required 1o be filed by or with respect o any of the
Sellers or the Foreign Subsidiaries have been duly and timely filed and each such Tax Return
was true, correct and complete in all material respects when filed; (b) all Taxes owed by any of
the Sellers or the Foreign Subsidiaries have been timely paid; () all Tax withholding and deposit
requirements imposed on or with respect to any of the Sellers or the Foreign Subsidiaries have
been satisfied in all material respects; (d) to the Sellers’ Knowledge, there are no material
mortgages, pledges, liens, encumbrances, charges or other security interests on any of the assets
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of any of the Foreign Subsidiaries or on any of the Acquired Asscts that arose in connection with
any failure (or alleged failure) to pay any Tax: () there is no written claim against any of the
Sellers or the Forcign Subsidiaries for any Taxes, and no assessment, deficiency or adjustment
has been asserted or proposed in writing or, to the Sellers’ Knowledge, may be proposed with
respect to any Tax Return of or with respect to any of the Sellers or the Foreign Subsidiarnes; (f)
no payments are due or will become due by any of the Foreign Subsidiaries pursuant to any tax
sharing agreement or arrangement or any tax indemnification agreement; (g) none of the
Acquired Assets to be sold by a Scller that is not a United States persen (within the meaning of
section 7701(a)(30) of the Code) is a United States real property interest (within the meaning of
section 897(c) of the Code); (h) none of the Acquired Subsidiarics is engaged in a United States
trade or business (within the meaning of section 864 of the Code) or owns any assets within the
United States: (i) no Foreign Subsidiary has had the amount of Subpart F income reduced for any
taxable year under section 952(c)}(1)(A) of the Code, cxcept to the extent that such reduction
subsequently was taken into account by such Foreign Subsidiary under section 952(c)(2) of the
Code; (j) liability for Taxes reflected on the books of the Foreign Subsidiaries are at least equal
to the accrued but unpaid Taxes of the Foreign Subsidiaries and on the Closing Date will at least
equal the accrued but unpaid Taxes of such Foreign Subsidiaries through the Closing Date; (k)
none of the Acquired Assets or Forcign Subsidiaries is treated as an interest in a partnership for
Tax purposes; (1) no election has been made under section 7701 of the Code with respect to any
of the Foreign Subsidiaries; (m) no Foreign Subsidiary has had its income adjusted by any taxing
authority, or agreed to any adjustment, pursuant Lo section 482 of the Code, or any comparable
provision of state, local, or forcign law, which adjustment has continuing effect; and (n) no
Taxing authority with respect to which the Sellers or the Foreign Subsidiaries do not file Tax
Returns has claimed that the Sellers or the Foreign Subsidiaries are or may be subject to Taxes
by that Taxing authority.

Qection 4.23. Products Liability. Except as disclosed on Section 4.23 of the
Disclosure Schedule, there are no:

(a) matcrial liabilities of the Polaroid Entitics, fixed or contingent,
asserted or, to the Sellers’ Knowledge, unasserted, with respect to any product liability or any
similar claim that relates to any product manufactured by the Business on or prior to the Closing
Date; or

(b) material liabilities of the Polaroid Entitics, fixed or contingent,
asserted or, to the Sellers’ Knowledge, unasserted, with respect 1o any claim for the breach of
any express or implied product warranty or any other similar claim with respect to any product
manufactured by the Business on or prior to the Closing Date, other than standard warranty
obligations (to replace, repair or refund) in the Ordinary Course of Business.

Section 4.24. Debt Repavment. As of April 11, 2002, the Sellers and/or the
Foreign Subsidiaries have paid in full all of the amounts outstanding under that certain Euros
72,500,000 Muiti-Currency Revolving Loan Facility, dated August 3, 1999, among Polaroid
(U.K.) Limited, as borrowcr, Polaroid, as gnarantor, the lenders from time to time party thereto,
and the agents named therein, as amended (the “UK Loan A greement™). The total amount paid
under the UK Loan Agreement, including interest, professional fees and expenses related thereto,
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was $44,408,046. The Secllers and the Foreign Subsidiaries have no further liabilities or
obligations under the UK Loan Agreement.

Section 4.25. Investment. Each Seller (a) understands that the shares of the
Sellers’ Stock have not been, and, except as set forth in the Registration Rights Agreement, will
not be, registered under the Securities Act of 1933, as amended (the “Securities Act”), or under
any state securities laws, and are being offercd and sold in reliance upon federal and state
exemptions for transactions not involving any public offering, (b) 18 acquiring the shares of the
Sellers” Stock solely for its own account for investment purposes, and not with a view to the
distribution thereof, (¢) is a sophisticated investor with knowledge and experience in business
and financial matters, (d) has received certain information concerning the Purchaser and has had
the opportunity to obtain additional information as desired in order to evaluate the merits and the
risks inherent in holding the shares of the Sellers’ Stock, (e} is able to bear the economic risk and
lack of liquidity inherent in holding the shares of the Sellers’ Stock, and (f) is an “accredited
investor” within the meaning of Rule 501(a) of Regulation D under the Securties Act, and has
such knowledge and expericnce in financial and business matters that make it capable of
evaluating the merits and risks of its purchase of the shares of the Sellers’ Stock.

Section 4.26. Reprcsentations and Warranties. The Sellers represent and warrant
that all of the representations and warranties of the Sellers contained in this Agreement are true .
and correct in all respects as of July 3, 2002 and agrec that for purposes of this Section 4.26 only,
all references in the representations and warranties of the Sellers contained in this Agreement to
“date hereof” and “date of this Agreement” each means, and “current” and “currently” each
relates to, July 3, 2002. :

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF THE PURCHASER
The Purchaser represents and warrants to the Sellers as follows:

Section 5.01. Organization. The Purchaser is a corporation duly organized,
validly existing and in good standing under the laws of the Statc of Delaware.

Section 5.02. Authority Relative to This Agreement. The Purchaser has the
corporate power and authority to enter into and deliver this Agreement and to carry out its
obligations hereunder. The execution, delivery, and performance of this Agreement by the
Purchaser and the consummation by the Purchaser of the Contemplated Transactions have been
duly authorized by all requisite corporate actions. This Agreement has been duly and validly
executed and delivered by the Purchaser and (assuming this Agreement constitutes a legal, valid
and binding obligation of the Sellers) constitutes a legal, valid and binding agreement of the
Purchaser, enforceable against the Purchaser in accordance with its terms, subject to applicable
bankruptcy, reorganization, insolvency, moratorium, and other laws affecting creditors’ rights
generally from time to time in effect and to general equitable principies.

Scction 5.03. No Violations. Ncither the execution, delivery, or performance of
this Agreement by the Purchaser, nor the consummation by the Purchaser of the Contemplated
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Transactions, nor compliance by the Purchaser with any of the provisions hereof, will (a) except
for the Governmental Requirements, require the Purchaser to obtain any consent, approval or
action of, or make any filing with or give notice to, any domestic or foreign govemnmental or
regulatory body or any other Person, (b) conflict with or result in any breach of any provisions of
the certificate of incorporation or bylaws of the Purchaser, (c) result in a violation or breach of,
or constitute (with or without due notice or lapsc of time) a default (or give risc to any right of
termination, cancellation, acccleration, vesting, payment, exercise, suspension, or revocation)
under any of the terms, conditions, or provisions of any note, bond, mortgage, deed of trust,
security interest, indenture, license, contract, agreement, plan, or other instrument or obligation
to which the Purchaser is a party or by which the Purchaser or the Purchaser’s properties or
assets may be bound or affected, (d) violate any order, writ, injunction, decree, statute, riule, or
regulation applicable to the Purchaser or the Purchaser’s properties or assets, or {e) rcsult in the
creation ot imposition of any Encumbrance on any asset of the Purchaser.

Section 5.04. Consents and Approvals. Except for Governmental Requirements,
no consent, approval, or authorization of, or declaration, filing, or registration with, any domestic
or foreign government or regulatory authority is required to be made or obtained by the
Purchascr in connection with the cxecution, delivery, and performance of this Agreement and the
consummation of the Contemplated Transactions.

Section 5.05. Litigation. Except for the pendency of the Case, there is no suit,
action, proceeding, or investigation (whether at law or equity, before or by any federal, state, or
foreign commission, court, tribunal, board, agency, or instrumentality, or beforc any arbitrator)
pending or, to the knowledge of the Purchaser, thrcatened against or affecting the Purchaser
which could reasonably be cxpected to result in the issuance of a judgment, decrec, injunction,
rule, or order of any court, governmental department, commission, agency, instrumentality, or
arbitrator outstanding restraining, enjoining or otherwise prohibiting the Purchaser from
comsummating the transactions contemplated by this Agreement.

Scction 5.06. Financing. The Purchaser has delivered to Polaroid a true and
cotrect copy of a commitment letter (the “Equity Commitment Letter™) from One Equity
Partners LLC (“OEP”) for equity financing in connection with the transactions contemplated
hereunder. The Commitment Letter has been duly executed and delivered by OEP and is in full
force and effect. As of the Closing, when the Purchaser receives the financing contemplated by
the Equity Commitment Letter and by Section 9.01(d)(v), the Purchaser shall have sufficient
funds to pay the Cash Consideration and to consummate the transactions contemplated under this
Agregment.

Section 5.07. Brokers. Except for One Equity Partners LI.C, the fees related to
which shall be borne by the Purchaser, no person is entitled to any brokerage, financial advisory,
finder's, or similar fee or commission payable by the Purchaser or any of its Affiliates in
connection with the Contemplated Transactions based upon arrangements made by or on behalf
of the Purchaser or any of its Affiliates.
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ARTICLE VI

COVENANTS

Section 6.01. Conduct of Business by the Polaroid Entities Pending the Closing.
Polaroid covenants and agrees that after the date hereof and prior to the Closing Date, except
(1} as contcmplated by this Agrcement, (ii) as disclosed in the Disclosure Schedule, or (1ii) as
required by, arising out of, relating to or resulting from the Petitions or otherwise approved by
the Bankruptcy Court with the Purchaser’s Consent;

(a) it shall, and shall cause each of the Polaroid Entities to, use its
commercially rcasonable efforts to operate in the Ordinary Course of Business, and conduct,
carry on and maintain and preserve the Business intact; nse commercially reasonable efforts to
maintain and preserve its relationships with and the goodwill of suppliers, customers and others
having business relations with the Business; maintain the Acquired Assets, as well as books of
account, rccords and files related to the conduct of the Business and the Employees, all in the
Ordinary Course of Business; and use its commercially reasonable efforts to keep available to
Purchaser the Employces;

{(b) it shall promptly inform Purchascr in writing of any specific event
or circumstance of which it is aware, or of which it receives notice, that has or is reasonably
likely to have a Material Adverse Effect, on the Acquired Assets or the current or future carnings
of the Business or which constitute a breach of any representations or wamanties set forth in
Article IV hereof;

(c) no Acquircd Subsidiary or Subsidiary thereof shall adopt or
propose any change in its certificate of incorporation or bylaws (or similar organizational
docurnents);

(d) no Acquired Subsidiary or Subsidiary thereof shall declare, set
asidc, or pay any dividend or other distribution with respect to any of its Equity Intcrests other
than in Cash and Cash Equivalents, or split, combine, or reclassify any of its Equity Interests, or
repurchase, redecm, or otherwise acquire any shares of its Equity Interests:

(e) no Acquired Subsidiary or Subsidiary thereof shall merge or
consolidate with any other Person;

{f) no Polaroid Entity shall lease, license, or otherwise surrender,
relinquish, encumber, or dispose of any material assets other than in the Ordinary Course of
Business;

(g)  no Acquired Subsidiary or Subsidiary thereof shall change any
material method of accounting or material accounting practice used by it, except for any change
required by GAAP or Applicable Law;

(h) other than in the Ordinary Course of Business, no Polaroid Entity

shall establish, modify 1o increase cost or increase the compensation or benefits under, or
promise to establish, modify to increase cost or increase the compensation or benefits under any

-41 -




Welfare Plans or Pension Plans or Foreign Plans, or otherwise increase the compensation
payable to any direclors, officers, or Employees of any Polaroid Entity, and no Polaroid Entity
will establish, adopt or enter into any cotlective bargaining or similar agreement;

(i) Sellers shall not, without the prior written consent of Purchaser,
take or omit to take any action which if taken or ormitied prior to the date hereof would constitute
a breach of any representations or warranties set forth in this Agreement, or which would result
in any of the occurrences or events set forth in Scction 4.11 hereof; and

{ no entity so bound shall agree or commit to do any of the
foregoing.

Section 6.02. Access and Information. Each of the Polaroid Entities shall afford
to the Purchaser and to the Purchaser’s Representatives and financing sources rcasonable access
without material disruption to the Business throughout the period prior to the Closing Date to all
its books, documents, records, properties and facilitics that relate to the Business and, during
such period, shall furnish as promptly as practicable to the Purchaser (a) a copy of cach report,
schedule, and other document fited or received by them pursuant to the requirements of federal
or state securities Jaws and (b) all other information as the Purchaser reasonably may request in
furtherance of the Contemplated Transactions. Each of the Polaroid Entities shall permit the
Purchaser and the Purchaser’s Representatives and financing sources to discuss the affairs,
finances and business of the Sellers and the Foreign Subsidiaries with the officers and employees
of Sellers or any Alfiliatc of Sellers listed in Section 6.02 of the Disclosure Schedule and, with
the prior consent of the General Counsel or the Deputy General Counsel of Polaroid, any other
officers, employees or dircctors of Sellers or any Affiliate of Scllers, and to discuss the financial
condition of Sellers and the Foreign Subsidiaries with Sellers’ Auditors. No investigation or
receipt of information by Purchaser pursuant to, or in connection with, this Agreement, shall
diminish or obviate any of the representations, warmanlies, covenants or agreements of Sellers
under this Agrecement or the conditions to the obligations of Purchaser under this Agreement.
Any and all information obtained by the Purchaser or the Purchaser’s Representatives and
financing sources pursuant to this Section 6.02 shall be subject to and maintained in compliance
with the Confidentiality Agreement.

Scction 6.03. Filings: Other Actions. Subject to the terms and conditions herein
provided, as promptly as practicable, the Sellers and the Purchaser shall (a) promptly make all
filings and submissions under the HSR Act, (b) use all reasonable efforts to cooperate with each
other in (i) determining which tilings are required to be made prior to the Closing Date with, and
which material consents, approvals, permits, or authorizations are required (o be obtained prior to
the Closing Date from, governmental or regulatory authorities of the United States and tforeign
jurisdictions in connection with the execution and delivery of this Agreement and the
consummation of the Contemplated Transactions; provided, however, that the Purchaser and the
Sellers agree that neither of them will make any voluntary filing under applicable foreign
antitrust laws or regulations unless advised by legal counsel in such jurisdiction that the failure to
make a filing could result in a Material Adverse Effect or otherwise be in violation of Applicable -
Law, and (i) timely making all such filings and timely seeking all such material consents,
approvals, permils, or authorizations, and (¢) use all reasonable efforts to take, or cause to. be
taken, ail other action and do, or cause to be done, all other things reasonably necessary or
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appropriate to consummate the Contemplated Transactions, as soon as practicable. In connection
with the foregoing, the Sellers will promptly provide the Purchaser, and the Purchaser will
promptly provide the Sellers, with copics of all correspondence, filings, or communications (or
memoranda setting forth the substance thereof) between such party or any of its representatives,
on the one hand, and any governmental agency or authority or members of their respective staffs,
on the other hand, with respect to all filings and submissions required hereunder.

Section 6.04. Public Announcements. The Purchaser and the Sellers agree that
they will not make any public announcement, issue any press rclease or respond in writing to any
press inquiry with respect to this Agreement or the Contemplated Transactions without the prior
approval of the Purchaser and Polaroid (which approval will not be unrcasonably withheld),
except as may be required by Applicable Law, the Bankruptcy Court or any requirement of any
stock exchange or inter-dealer quotation system on which the stock of either party is listed or
quoted. Following the execution of this Agrecement, the Purchaser and Polaroid shall issue a
joint press rclease or separate press releases announcing the Contcmplated Transactions, which
press releasc or releases shall be approved by the Purchaser and Polaroid prior 10 release. From
and after the Closing, Sellers will keep confidential and cause their Affiliates to keep
confidential all information relating to the Business and the Acquired Assets, except as
specifically and only to the extent required by applicable law or administrative or legal process;
it being understood that: (a) Sellers will notify Purchaser in writing at least five days (to the
extent possible) prior to any proposed disclosure of such nonpublic information in order o
enable Purchaser Lo scek an appropriate protective order; and (b) Scllers shall not be required to
keep confidential and may disclose any information which (i) is or becomes publicly available
other than as a result of a disclosure by Sellers in breach of this Agreement, (i) was known to the
party receiving such information prior to the receipt thereof other than as a result of a disclosure
by Sellers in breach of this Agreement, or (iii) was previously independently developed by the
party recciving such information without the assistance of Sellers.

Scction 6.05. Acquired Assets. Amounts received by Sellers on or after the
Closing Date in respect of any Acquired Assets shall be paid over to Purchaser promptly upon
receipt by Sellers. Any such amounts reccived by Seller by wire transfer shall be paid over to
Purchaser promptly by wire transfer of immediately available funds to the account of the
Purchaser designated on Exhibit T or to any other account designated by the Purchaser in writing
and delivered to Polaroid in accordance with Section 10.02.  Scllers shall promptly send
Purchaser copies of all remittance advices and checks related to payments received by Sellers
with respect to such items. Purchaser shall notify the Business’ customcrs of the change in
address of the owner of the Acquired Assets as may be required in order for such customers to
properly remit any payments required under any applicable Acquired Asset and Sellers shall
cooperate with Purchaser as is reasonably necessary to so notify such customers.

Section 6.06. Bankruptcy Actions.

(a) Within three days after the execution of this Agreement, Polaroid
shall, and shall cause the other Sellers to, file a motion or motions (and related notices and
proposed orders) with the Bankruptcy Court seeking approval of the Sale Procedures Order and
the Approval Order.
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(b)  If the Approval Order, or any other orders of the Bankruptey Court
relating to this Agreement shall be appealed by any Person (or a petition for certiorari or motion
for rchearing or reargument shall be filed with respect thereto), the Sellers agree to use
commercially reasonable efforts to defend against such appeal, petition or motion, and the
Purchaser agrees to cooperate in such efforts.

(c) ‘The Scllers shall give to the Purchaser written notice and a copy of
all motions, applications and pleadings filed in the Case with (he Bankruptcy Court from and
after the date hereof, at the time of such filing, and in any event, so that such notice is actually
received by the Purchaser no later than three (3) Business Days in advance of any hearing or
presentment date with respect to such motion, application or other pleading.

Section 6.07. Tax Matters.

(a) The parties agree, upon request, to use their reasonable efforts to
obtain any certificate or other document from any Governmental Authority or any other Person
as may be necessary lo mitigate, reduce or climinate any transfer, documentary, sales, use,
cxcise, ad valorem, registration, recordation, valuc-added, withholding, income and other similar
Taxes, whether such Taxes would be imposed by law upon the Purchaser or the Sellers (such
Taxes referred to herein as the “Transfer Taxes™) to the extent permitted by the Bankruptcy
Code, and to the cxtent that such certificate or other document would not increase the Taxes of
the Purchaser. In addition, the Sellers agree to obtain such tax clearance or similar certificates
from any Governmental Authority as the Purchaser may reasonably require (other than any such
certificates with respect to income or franchise taxes), and the Purchaser shall provide such
assistance as the Sellers may reasonably request in obtaining such certificates.

(b) The Purchaser may make elections under Code Sections 338(g)
and 754 and Trcasury Regulation Section 301.7701-3 (the “Elections”), as appropriate, in respcct
of its purchase of the Acquired Subsidiaries or other entities included in the Business under this
Agreement. Polaroid and the other Sellers shall assist the Purchaser in the preparation and filing
of the Elections and shall take all such action as is required in order to give effect to such
Elections for state, local and foreign Tax purposes to the greatest extent permitted by law.

() Any agreement between Polaroid or the other Sellers, on the one
hand, and any of the Acquired Subsidiaries, on the other hand, regarding allocation or payment
of Taxes or amounts in lieu of Taxes shall be deemed terminated as of the Closing.

(d) The Sellers and the Foreign Subsidiaries shall notify the Purchaser
of any proposed United States federal, state, or local Tax Election and any material foreign Tax
Elcction not Jater than thirty days prior to making such election. Neither the Sellers nor the
Foreign Subsidiaries shall make any Tax Election that could have a Material Adverse Effect
without the prior wrtten consent of the Purchaser, which shall not be unreasonably withheld.
The Purchaser shall respond promptly to any request for consent to any Tax Election pursuant 10
this Section 6.07(d). The Purchaser shall be deemed to consent to any such election if it has not
responded to any such request within ten days of receiving such request. However, the Sellers
and the Foreign Subsidiaries may elect to carry back any Tax losses from Tax periods before the
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Closing Date to prior Tax periods if such election does not bind the Purchaser or the Foreign
Subsidiaries for any Tax period or any portion thereof after the Closing Date.

() Not later than 45 days prior to the Closing, the Sellers shall
provide to the Purchaser a list of all Tax records of the Scllers (to the extent that they relate to the
Acquired Assets or the Foreign Subsidiaries) and each of the Foreign Subsidiaries in the form set
forth as Exhibit Q. including without limitation the prior five Tax Returns of the Sellers (1o the
extent that they relate to the Acquired Assets or the Forcign Subsidiaries) and each of the
Foreign Subsidiaries. The Scllers and the Foreign Subsidiaries shall grant the Purchaser access
to all such records prior to the Closing and shall ensure that the Purchaser may take possession of
all such records at or after the Closing if the Purchaser so elects. The Sellers and the Foreign
Subsidiaries shall provide such access to their computer systems containing Tax information as
may reasonably be requested by the Purchaser. The Purchaser agrees to bear any reasonable
costs incurred by the Sellers in duplicating and mailing any records that the Purchaser has
requested that the Sellers duplicate and mail to the Purchaser prior to the Closing.

69 The Sellcrs agree to pay all Transfer Taxes. Notwithstanding the
forcgoing, the Approval Order shall contain a provision that the sale, tramsfer, assignment and
conveyance of the Acquired Assets to the Purchaser hereunder shall be entitled to the protections
afforded under Section 1146{c) of the Bankruptcy Code.

(g)  The Purchaser and the Sellers agree to furnish or cause to be
furnished to the other, upon request, as promptly as practicable, such information and assistance
relating 1o the Acquired Assets, including, without limitation, access to Books and Records, as 18
reasonably necessary for the filing of all Tax Returns by the Purchaser or the Sellers, the making
of any election relating to Taxes, the preparation for any audit by uny taxing, authority, and the
prosecution or defensc of any Claim, suit or proceeding relating to any Tax. Fach of the
Purchaser and the Sellets shall retain all Books and Records with respect to Taxes pertaining to
the Acquired Assets until the later of six years following the Closing Date and the expiration of
the statute of limitations period (and, to the extent notified by the Purchaser or the Sellers, any
extensions thereof) of the respective taxable periods, and to abide by all record retention
agreemnents entered into with any taxing authority. At the end of such period, each party shall
provide the other with at least ten days prior written notice before transterring, destroying or
discarding any such Books and Records, during which period the party receiving such notice can
elect to take possession, at its own expense, of such Books and Records. The Purchaser and the
Sellers shall cooperate fully with each other in the conduct of any audit, litigation or other
proceeding relating to Taxes involving the Acquired Assets, provided that the Sellers or the
Purchaser, as appropriatc, shall reimburse the Purchaser or the Sellers for reasonable costs
associated with such cooperation. The Purchaser and the Sellers further agree, upon request, to
use their best cfforts to obtain any certificate or other document from any Govermnmental
Authority or any other Person as may be necessary to mitigate, reduce or eliminate any Tax that
could be imposed (including, but not limited to, with respect to the transactions contemplated
hereby), to the extent that such certificate or other document would not increase the Taxes of the
Purchaser.
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(h) Preparation of Tax Returns.

(i) Unless prohibited by applicable law, Purchaser and Sellers
shall close all Tax periods of the Foreign Subsidiaries on the Closing Datc, and shall
cooperate to complete any necessary clections or filings to close all Tax periods on the
Closing Date. Purchaser shall cause to be prepared and filed all income or franchise Tax
Returns required to be filed with respect to the Foreign Subsidiaries for taxable periods
ending prior to or on the Closing Date and including amended retums, applications for
loss carryback refunds and applications for estimated tax refunds (all such income and
franchise Tax Retumns, amended retums and refund applications are referred to as the
“Prior Perod Returns”). Sellers shall make available to Purchaser (and to Purchaser’s
accountants and attorneys) any and all books and records and other documents and
information in its possession or control relating to the Foreign Subsidiaries requested by
Purchaser to prepare the Prior Period Returns. If any Prior Period Returns reflect an
obligation to pay Taxes that were not accrued on the books of account of the Foreign
Subsidiaries through the Closing Date, then the Purchasers shall provide to the Sellers
such Prior Period Retumns within 15 days prior to the due date for such returns, including
extensions, and the Sellers shall pay to the Purchaser, not later than 5 days prior to the
due date for such returns, an amount equal to the excess of such Taxes over such
accruals.

(ii) A “Straddle Pertod” is any Tax period that includes (but
does not end on) the Closing Date. Purchasers shall cause to be prepared and filed all
income or franchise Tax Returns required to be filed with respect to the Foreign
Subsidiaries for any Straddle Period (cach a “Straddle Period Rcturn™). Income or
franchise Taxes attributable to any Straddlc Period shall be delermincd as if the Tax
period ended on the Closing Date based on a closing of the books on such date. The
Sellers shall be responsible for income or franchise Taxes for that portion of any Straddle
Period ending on the Closing Date. If the portion of the Tax shown on any such Tax
Return that is the responsibility of the Sellers (“Sellers’ Portion™) exceeds the accruals for
such Taxes on the applicable Foreign Subsidiary’s books of account, then the Purchasers
shall provide a copy of such Tax Rcturn, together with a computation of the Sellers’
Portion, within 15 days prior to the due date for such returns, including extensions.
Sellers shall pay the excess of the Sellers’ Portion over such accruals to the Purchaser no
later than 5 days prior to the due date of any Straddle Period Tax Return.

(iii)  Purchaser shall file any and all other Tax Retumns for any
Acquired Subsidiary that are not Prior Period Returns or Straddle Period Tax Returns and
which are to be filed after the Closing Date.

(i} Not later than July 8, 2002, the Sellers shall provide to the

Purchaser a list of all outstanding intercompany indebtedness in effect as of June 2, 2002
between the Foreign Subsidiaries and between any Sellers and the Foreign Subsidiaries,
identifying in each case the specific obligor and obligee. With respect to any fiscal month of the
Sellers ending after June 2, 2002 and prior to the Closing, the Sellers shall provide a new list of
all such outstanding intercompany indebtedness in effect as of the end of such fiscal month
hetween the Foreign Subsidiaries and between any Sellers and the Foreign Subsidiaries within 25
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days following the end of any such fiscal month, identifying in each case the specific obligor and
obligee. The Sellers agree that, immediately prior Lo the Closing, and after giving effect to the
transactions set forth in Section 6.19, the Sellers will, at the Purchaser’s request, (i) causc any
outstanding intercompany indcbtedness owed by any Foreign Subsidiary to any Seller to be
contributed to such Forcign Subsidiary or Foreign Subsidiaries as may be designated by the
Purchaser prior to the Closing (including, but not limited to, a new Foreign Subsidiary formed at
Purchaser’s request for this purpose) and (ii) cause any outstunding intercompany indebtedness
owed by any Seller to any Foreign Subsidiary to be cancelled or assumed by such Foreign
Subsidiary or Foreign Subsidiaries as may be designated by the Purchaser prior to the Closing
(including, but not limited to, a new Foreign Subsidiary formed at Purchaser’s request for this
purpose); provided that, in each case the Purchaser shall bear all costs and capital or similar
foreign Taxes imposcd as a result of such contributions, cancellations or assumptions. Any such
requests by the Purchascr shall be made only with respect to such intercompany indebtcdness as
remains outstanding after first taking into account the actions relating to such indebtedness set
forth in Section 0.19.

(i The Sellers agree o cooperate with the Purchaser in making any
Tax elections and any restructuring of the Sellers’ operations that the Purchaser may reasonably
request after the issuance of the Approval Order, including without limitation any elections under
Treasury Regulations Scction 301.7701-3.

Section 6.08. Certain Employee Benefit Matters.

(a) Not less than thirty-five (35) days prior to the Closing Date, the
Purchaser shall provide Sellers with a true, correct and complete list (the “33 Day List™) of (1) all
Polaroid Employees to whom the Purchaser intends o offer employment, commencing on the
Closing Date, at the salary levels and other terms of employment determined by the Purchaser in
its sole and absolute discretion, and (ii) all lemporary employees, contract employees and leased
employees with whom Purchaser intends to continue a service provider relationship, all of whom
shall be considered U.S. employees for purposes of this Section 6.08 and Section 6.09.
Notwithstanding anything contained in this Agrcement to thc contrary, nothing in this
Agreement hereunder shall confer upon any such Hired Employees any right to continue in the
employ of, or as a consultant for, the Purchaser or any of its Affiliates, or shall interfere with or
restrict in any way the rights of the Purchaser or any of its Affiliates, which are hereby expressly
reserved, to discharge any such Hired Employees at any time for any reason whatsoever, with or
without cause, except to the extent exprcssly provided otherwise in a written employment
agreement between any such Hired Employecs and the Purchaser or any of its Affiliates.

(b) From and after the Closing Date, each Seller shall remain
responsible for any and all Liabilities (other than Assurned Liabilities) with respect to the Hired
Employees or their beneficiaries or dependents that were or are incurred by such individuals on
or prior to the Closing Date under such Seller’s applicable Welfare Plans for health, life,
accidental death and dismemberment, supplemental employment compensation, dental, fringe
benefits, expense reimbursement, accident, sickness and disability benefits. For purposes of this
Agreement, (i) a claim for health benefits (including, without limitation, claims for medical,
prescription drug, dental, and vision care expenses) will be deemed to have been incurred on the
date on which the related medical service is rendered; (ii) a claim for sickness or disability
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benefits will be deemed to have been incurred on the date such sickness or disability occurs, and
(iii) in the case of any claim for bencfits other than health benefits (e.g., hfe insurance benefits),
a claim will be deemed to have been incurred upon the occurrence of the event giving rise to
such claims. The Purchaser shall be responsible for all claims that are incurred by the Hired
Employees on or after the Closing Date under thc applicable benefit plans, policies or
arrangements providing health, life, accidental death and dismemberment, supplemental
employment compensation, dental, fringe benefits, expense reimbursement, accident, sickness
and disability benefits and which are maintained by the Purchaser (collcctively, the “Purchaser’s
Welfare Benefit Plans”). During the period beginning on the date of this Agreement and ending
no fewer than 20 days before the Closing Date, the Sellers and the Purchaser shall cooperate to
determine the extent, if any, to which the Purchaser will adopt any of Sellers” Welfare Benefit
Plans as Purchaser's Welfare Benefit Plans for the benefit of any Hired Employees and to
determine an appropriate mechanism for the satisfaction of any COBRA obligations that are
Assumed Liabilities under this Agrecment.

(c) With respect to each employee benefit plan, program or
arrangement of the Purchaser or any affiliate of the Purchaser in which any Hired Employee
participates, for purposes of determining eligibility to participate, vesting, and entitlement lo
benefits, but not including benefit accruals under any defined benefit pension plan, service with
the Sellers shall be treatcd as service with the Purchaser or such affiliate. Such service also shall
apply for purposes of satisfying any waiting periods, evidence of insurability requirements, or
the application of any precxisting condition limitations. Each such plan shall waive pre-existing
condition limitations to the same extent waived under the applicable plan of the Sellers. Hired
Employees shall be given credit under the applicable plan of the Purchaser or any affiliate for
amounts paid under a corresponding benefit plan during the same period for purposes of
applying deductibles, co-payments and out-of-pocket maximums as though such amounts had
been paid in accordance with the terms and conditions of the successor or replacement plan.

(d) Purchaser will, and will causc the Purchaser's 401(k) Profit
Sharing Plan and Trust (the “Purchaser’s 401(k) Plan™) to accept the rollover, by direct or
indirect rollover, as selected by each Hired Employee, of that portion of the Hired Employees’
accounts in the Sellers’ 401(k) Plan (“Sellers’ 401(k) Plan™) that constitutes an “eligible rollover
distribution’ as that term is defined by section 402(c)(4) of the Code, provided that at the time a
Hired Emplovee elects such a rollover that Hired Employee is employed by the Purchaser. Any
such rollover will be cffected in cash and, as applicable, any notes evidencing loans from the
Secllers” 401(k) Plan to the Hired Employee electing such rollover. Purchaser and Sellers will,
and will cause the trustees of their respective 401(k) plans to, cooperate with each othcr with
respect to the rollover of the eligible rollover distribution portions of the Hired Employees’
account balances in the Sellers’ 401(k) Plan to the Purchaser’s 401(k) Plan. Purchaser’s 401(k)
Plan will be substantially comparable, in the aggregate, to Sellers” 401(k) Plan, provided that (1)
Purchaser is able to ncgotiate administrative and investment contracts with third party record
keepers and investment managers comparable to those currently in effect under Sellers’ 401(k)
Plan and (2) Purchaser shall not be required to incur costs in connection with the design or
operation of a substantially comparable plan that materially exceed those incurred by Sellers’ in
the maintenance and operation of Sellers’ 401(k} Plan.  If Purchaser is unable to negotiate
administrative and investment contracts consistent with subparagraph (1) above, within the
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constraints of subparagraph (2) above, Purchaser will design a 401(k) plan for the Hired
Employees that is as comparable as possible to Scllers’ 401(k) Plan within those constrants.

(e) Except as specifically provided hercin and except for the Assumed
Liabilities, from and after the Closing Date, each Seller shall remain responsible for any and al)
Liabilities accrued or payable under any cmployment agreement between any Seller or any
ERISA Affiliate and any Employec or former Employee as well as under any Pension Plans,
including without limitation any supplemental retirement arrangements, bonus, stock purchase,
stock ownership, stock option, deferred compensation, incentive, severance, termination or other
compensation plan or arrangement, or other material employec fringe benefit plans maintained
by, or contributed to by any Seller or any ERISA Affiliate lor the benefit of any Employees or
former Employees (and the beneficiaries or dependents of any such Employecs or former
Employees) of any Seiler or any ERISA Affiliate.

(f) On and after the Closing Date, Purchaser shall provide medical,
dental, and life insurance benefits to Hired Employces substantially comparable in the aggregate
to the medical, dental, and life insurance benefits provided by the Sellers immediately prior to
the Closing Date, provided that Purchaser shall not be required to incur costs in connection with
the design or operation of a substantially comparable plan that materially exceed those incurred
by Sellers in the maintcnance and operation of Sellers’ medical, dental, and life insurance
benefits.

(g)  Sellers and cach ERISA Affiliate will retain all lhabilities
comnected with or arising from the Polaroid Pension Plan or any other defined benefit pension
plan maintained by any of them. Neither Purchaser nor any Affiliate of Purchaser shall have any
liability with respect to any such plan, including, without limitation, any obligation to provide
any similar pension plan after the Closing.

Section 6.09. WARN_Act Notices. During the period between the date of this
Agreement and the Closing Date, Sellers will terminate the employment of such number of those
U.S. employees whose employment is projected to be terminated as the basis for the schedules of
2002 Projected Involuntary Terminations and 2002 Severance Cost Estimates provided by
Sellers to Purchaser. In addition, Sellers will terminatc the employment of those U.S. employzes
who are not listed on the 35 Day List. The Sellers shall be solely responsible for providing any
required potice under the WARN Act ansing from any of the Sellers’ termination/layoff of any
Polaroid Employees pursuant Lo this Section 6.09, or any other employment decision made by
Sellers (whether such termination/layoff occurs on, before, or after the Closing Date).

Section 6.10. Additional Matters. Subject to the terms and conditions herein
provided, each of the parties hereto agrees to use its reasonable best efforts to take, or cause to be
taken, all action and to do, or cause to be done, all things necessary, proper, or advisable under
applicable laws and regulations to consummate and make effective the Contemplated
Transactions, including using all reasonable efforts Lo obtain all necessary waivers, consents, and
approvals in connection with the Governmental Requirements and, at the instruction of the
Purchaser, to causc any local nominee holding shares of any Acquired Subsidiary to transfer
such shares to a Person designated by the Purchaser.
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Section 6.11. Guarantees. The Purchaser agrees (o provide guarantees, effective
as of the Closing, for any obligations of the Sellers provided on behalf of the Acquired
Subsidiaries in the agreements and arrangements listed in Section 6.11 of the Disclosure
Schedule (the “Seller Guarantecs™), as required by the Seller Guarantees in order to relieve the
Sellers of such obligations.

Section 6.12. No Solicitations. From and after the execution of this Agreement
and until the date the Bankruptcy Court enters the Sale Procedures Order, the Sellers shall not
cause, authorize or permit any of their Representatives, Subsidiaries or Affiliates to, directly or
indirectly, (a) except with rcspect 10 the Committee, solicit, seek, initiate, negotiate, assist,
facilitate or encourage the submission of, or accept or agree 1o, or otherwise cooperate in any
way with any Acquisition Proposal or (b) except in the Ordinary Course of Business, furnish any
non-public information to any Person, other than the Purchaser, its Affiliates or their
Representatives, any pre-Petition and post-Petition secured lenders of the Business, or the
Committee and their Representatives, with respect to the Business or any of the Acquired Asscts.
If Sellers or any of their Representatives, Subsidianies or Affiliates receive from any Person any
Acquisition Proposal, offer, inquiry or information request regarding the Business or any of the
Acquired Assets, Sellers will promptly advise such Person, by written notice (with a copy to the
Purchaser), of the terms of this Section and the Bidding Procedures and will promptly (and, in
any event, within 24 hours) advise the Purchaser in writing of such Acquisition Proposal, ofter,
inquiry or informational request, and deliver copics of any written materials received by any
Seller or their Representatives at any time in connection therewith, and keep the Purchaser fully
informed of the timing and contents of, and provide the Purchaser with copies of, any further
written or oral communications related thercto.

Section 6.13. Assumed Contracts; Cure Amounts.

(a) As soon as practicable after the date hereof, the Sellers shall,
pursuant to a motjon in form and substance acceplable to the Purchaser (which motion may be
incorporated into a motion seeking the approval of all of the Contemplated Transactions), move
to assume and assign to the Purchaser the Assumed Contracts (as defined below) and shall
provide notice thereof in accordance with all applicable bankruptcy rules. On or before May 10,
2002, the Sellers will deliver to the Purchaser a true, correct, and complete list of the monetary
amounts the Sellers believe are necessary to cuare, in accordance with Bankruptey Code section
363, the monctary defaults with respect to each pre-Petition Contract of the Sellers relating to the
Business. Not later than May 17, 2002, Purchaser will provide to the Sellers a preliminary list of
each pre-Petition Contract of the Sellers relating to the Business that the Purchaser has selected
to constitute the pre-Petition Contracts to be assumed and assigned to Purchaser at the Closing in
connection with the Transactions (the “Preliminary Assumed Contracts List”). As soon as
practicable thercafter, and in any event, no later than May 20, 2002, the Sellers shall provide
notice to the non-Seller parties to the Contracts on the Preliminary Assumed Contracts List (A)
of the Sellers' intention to assume, assign, and transfer such designated Contracts to the
Purchaser, (B) of the amount, if any, required to be paid to cure any monctary default related to
each such Contract, (C) of the Purchasers’ right to amend or modify the Preliminary Assumed
Contracts List as provided in the Sale Procedurcs Order and in this Agreement and (D)
containing such other matters as requested by the Purchaser. Specifically, Purchaser may (i) at
any time up to ten (10) days prior to the Auction, add additional pre-Petition Contracts to the
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Preliminary Assumed Contracts List, in which case such additional pre-Petition Contract(s) shall
be assumed and assigned to the Purchaser and shall be part of the Initial Assumed Contracts (as
defined below) and Acquired Assets and/or (ii) at any time up to one (1) Business Day prior to
the Auction, withdraw any pre-Petition Contract from the Preliminary Assumed Contracts List,
in which case such withdrawn pre-Petition Contract(s) shall not be assumed and assigned o the
Purchaser and shall not be part of the Initial Assumed Contracts or the Acquired Assets, such
that no later than one (1) Business Day prior to the Auction, Purchaser shall provide the Sellers
with the final lst of the pre-Petition Contracts of the Sellers relating to the Business lo be
assumed and transferred to Purchaser at the Closing pursuant to the Approval Order
(collectively, the “Initial Assumed Contracts™).

(b)  In addition, subsequent to the date that is ten (10) days prior to the
Augction but prior to the Closing, Purchaser may notify the Sellers of its intention to assume any
other or additional pre-Petition Contract(s) of the Sellers relating to the Business that (i) has not
otherwise been rejected, assumed, or assigned by the Sellers or i) is not the subject of a pending
Bankruptcy Court motion of the Sellers to reject, assume, or assign, as of the date of such notice
(the “Additional Assumed Contracts” and, together with the Post-Petition Coniracts and the
Initial Assumed Coniracts, the “Assumed Contracts”). As soon as practicable after the date of
receiving such notice from the Purchascr with respect to the Additional Assumed Contracts, the
Sellers shall, pursuant to a motion in form and substance acceptable to the Purchaser, move to
assume and assien the Additional Assumed Contracts to the Purchaser, and shall provide notice
thereof in accordance with all applicable bankruptcy rules. The Purchaser shall not be obligated
to provide the Sellers with any additional consideration in connection with any such assumption
and assignment of the Additional Assumed Contracts beyond the Consideration. None of the
Sellers shall reject any Contract of Scllers relating to the Business prior to the Closing Date
without the consent of Purchaser. In connection with any such assumption and assignment of the
Assumed Contracts, Purchaser shall be responsible for any Cure Amounts.

Section 6.14. Title Tnsurance. Sellers shall use commercially reasonable cfforts
to assist Purchaser in obtaining good and valid, irrevocable ALTA title insurance commitments
(collectively, the “Title Commitments”, and each a “Title Commitment™), in final form, from the
title insurance company selected by Purchaser (the “Title Company™). Seller shall supply such
information within its control or possession and shall provide Title Company with such
certificates, affidavits and other documentation as reasonably necessary, to enable Title
Company to irrevocably commit (subject onty to the satisfaction of any industry standard
requirements contained in the Title Commitment and reasonably acceptable to Purchaser) to
issuing ALTA form of title insurance policies insuring good, valid, indefeasible fee simple title
to the Owned Real Estate in Purchaser, in such respective amounts that Purchaser requires prior
to Closing, subject to no Encumbrances or other exceptions to title other than Permitted
Encumbrances (collectively the “Title Policies™). On or prior to the Closing Date, Sellers shall
execute and deliver, or cause to be executed and delivered, to the Title Company any affidavits,
standard gap indemmities and similar documents reasonably requested by the Title Company in
connection with the issuance of the Title Commitments or the Title Policies. The Purchaser shall
pay at Closing all premiums and other fees, costs and expenses necessary for the issuance of the
Title Policies. ‘




Section 6.15. Sugveys. Sellers shall make available to Purchaser all surveys and
other documents and information in its possession or control relating to the Owned Real Estate.

Section 6.16. Zoning Compliance. Sellers shall, at the request of Purchaser,
reasonably cooperate with Purchaser and its agents and contractors in obtaining certificates of
occupancy for the Owned Real Estate.

Section 6.17. Bulk Transfer Laws. Each Seller and the Purchaser hereby waive
compliance by the Sellers with the provisions of any Bulk Sales Laws.

Section 6.18. Use of Name. From and aftcr the Closing, Purchaser shall own all
of the corporate names, trade names and trademarks included in the Polaroid Intellectual
Property, including without limitation, “Polaroid” and all other variations thereof which include
the “Polaroid” name, together with all related designs (collectively, the “Polaroid Name™). Each
Seller shall, and shall cause cach of its Subsidiarics not acquired by the Purchascr pursuant to
this Agreement and, if not acquired by the Purchaser, Polaroid Foundation, Inc. to, promptly
following the Closing Date, change its name to delele any reference to the Polaroid Name and
any other corporate name, trade name or trademark included in the Polaroid Intellectual Property
(and file with the appropriate Governmental Authorities any certificates or instruments required
to effect such name change); provided, however, that Scllers may use the Polaroid Name in
connection with the disposition of the Case.

Qection 6.19. Treatment  of _Intercompany Payables and  Intercompany
Receivables.

(a) Each Seller agrees that, prior to the Closing, it will (i} offset
outstanding intcrcompany liabilities, including, but not limited to, ordinary course payables and
loans payable, which arosc prior to the Filing Date (the “Pre-Petition Intercompany Payables™)
owed by such Seller to each Foreign Subsidiary against intercompany accounts reccivable which
arose prior 1o the Filing Date (the “Pre-Petition Intercompany Receivables™) owed by each such
Foreign Subsidiary to such Seller, (ii) offset outstanding Post-Petition Intercompany Payables
owed by such Seller to each Foreign Subsidiary against intercompany accounts receivable which
arose on or after the Filing Date (the “Post-Petition Intercompany Receivables™) owed by cach
such Foreign Subsidiary to such Seller, (ii1) after the offsets described in clauses (i) and (ii)
above, offsct outstanding Post-Petition Intercompany Payables owed by such Seller to each
Foreign Subsidiary against the Pre-Petition Intcrcompany Receivables owed by each such
Foreign Subsidiary to such Seller, and (iv) cooperate in any filings and proccedings before the
Bankruptcy Court as may be necessary to effect the offsets described in ¢lauses (i), (i) and (iii)
above.

(b) *  After accounting for the offset of accounts receivable and accounts
payable described in subsection (a) above, the Sellers may cause those Foreign Subsidiaries that
have accounts payable to the Sellers to pay in cash all or a portion of such accounts payable to
the Sellers (such accounts to be paid down being the “Related Party Accounts Receivable™);
provided, however, that (i) the Sellers shall not cause such Foreign Subsidiaries to pay down the
Related Party Accounts Receivable if such payment would redace the Cash and Cash
Equivalents held by the Foreign Subsidiaries to be less than the minimum amount specified in
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Sectjon 8.03(M) hereof; (ii} any Related Party Accounts Receivable repaid will be repaid at their
face amount; (iii) the Sellers will inform the Purchaser in writing of the proposed repayment of
any Related Party Accounts Receivable at least five Business Days prior to such repayment; and
(iv) to the extent requested by the Purchaser in writing, the Sellers will cause the Foreign
Subsidiaries not to pay down the Related Party Accounts Receivable specified by, and in the
amount requested by, the Purchaser in wnting (the “Designated Accounts _Receivable™), but

instead will cause such Foreign Subsidiaries, as requested by the Purchaser in writing, to either
(x) pay the cash that would have been used to pay down the Designated Accounts Receivable to
the Sellers as dividends, capital reductions, capital returns, or otherwise (such dividends, capital
reductions, or capital returns being the “Requested Dividends™), (y) loan the cash that would
have been used W pay down the Designated Accounts Receivable to such other Foreign
Subsidiary specified by the Purchaser in writing, which will, in turn, use the proceeds of such
loan to, as requested by the Purchaser in writing, either pay down its Related Party Accounts
Receivable or pay Requested Dividends or (z) hold the cash that would have been used to pay
down the Designated Accounts Receivable in such Foreign Subsidiaries (it being understood that
the Cash and Cash Equivalents held by the Forcign Subsidiaries at Closing may exceed the
maximum amount specified in Section 8.03(f) to the extent this clause (z) causes the Cash and
Cash Equivalents held by the Foreign Subsidianes at Closing to exceed such maximum amount).
The Purchaser and the Sellers will work together to minimize the amount of any foreign
withholding Taxes imposed upon the Requested Dividends (the “Requested Dividend
Withholding Taxes™). To the extent that the Foreign Subsidiaries pay the Requested Dividends
and the Purchaser and the Sellers cannot eliminate any Requested Dividend Withholding Taxes,
then the Purchaser agrees to increase the Cash Consideration by an amount equal to the
Requested Dividend Withholding Taxes.

(c) The Sellers further agree, upon request of the Purchaser, to cause
the Foreign Subsidiaries to cancel or forgive immediately prior to the Closing all or any portion
of any outstanding Prc-Petition Intercompany Payables owed by the Sellers to the Foreign
Subsidiaries, after giving effect to any offsets requested by the Purchaser pursuant to this Section
6.19. To the extent that pursuant to this Section 6.19(c) the Sellers cause Polaroid Contracting
CV to cancel or forgive any Pre-Petition Intercompany Payables, the Sellers shall cause such
Foreign Subsidiaries as are designated by the Purchaser to cancel or forgive an equal amount of
any loans owed to them by Polaroid Contracting CV, ‘

{d) The Sellers agree to retain as Excluded Assels the Designated
Accounts Receivable and such other accounts receivable from the Foreign Subsidiaries as the
Purchaser may request in writing (collectively, the *“Retained Related Party Accounts
Receivable™). At Closing, the Purchascr shall cause the Foreign Subsidiaries to pay in full all of
the Retained Related Party Accounts Receivable.

(e) The Purchaser and the Sellers will cooperate to minimize any
foreign Taxes and costs associated with the actions contemplated by this Section 6.19. In the
evenl that the Purchaser requests that the Sellers take any actions pursuant 1o this Section 6.19
that the Sellers would not otherwise be required to take, and the Purchaser and the Sellers are
unable to eliminate the costs and foreign Taxes associated with such actions, then the Purchaser
will pay any costs and forcign Taxes incurred by the Sellers as a result of such actions (except to



the extent that such foreign Taxes are Requested Dividend Withholding Taxes thal give rise to an
increase to the Cash Consideration pursuant to Section 6.19(b)).

Section 6.20. Closing Date Dividends and Sharg Buyback. The Sellers agree
that, if requested by the Purchaser in writing, they will (a) cause the Foreign Subsidiaries
specified in writing by the Purchaser (the “Borrowing Forcign_Subsidiaries™) to enter into a
Credit Agreement (the “Credit Agrecment”) in form and substance satisfactory 1o the Purchaser
immediately prior to the Closing, (b) cause each Borrowing Foreign Subsidiary to borrow such
arnount as is requested by the Purchaser in writing, and (c) cause each such Borrowing Forcign
Subsidiary to either (i) distribute such borrowings to the Sellers as a dividend or distibution, (i1}
use such borrowings to repurchase or redeem the shares of such Borrowing Foreign Subsidiary
from the Sellers, or (iii) loan such borrowings to such other Foreign Subsidiary as may be
requested by the Purchaser in writing, which will distribute such borrowings to the Sellers or
repurchase or redecm the shares of such other Foreign Subsidiary from the Sellers (all such
payments described in clause (i), (i) or (iti) being referred to as the “Related Party Special
Dividends”). The Purchaser and the Sellers agree 10 reduce the Cash Consideration by the net
arnount of any Related Party Special Dividends actually paid to the Sellers, after accounting for
any foreign withholding Taxes imposed on such Related Party Special Dividends (the “Net
Related Party Special Dividends™).

ARTICLE VII
ADDITIONAL POST-CLOSING COVENANTS

Section 7.01. Further Assurances. In addition to the provisions of this
Agreement, from time to time after the Closing Date, the Sellers and the Purchaser will usge all
reasonable cfforts to execute and deliver such other instruments of conveyance, transfer, or
assumption, as the case may be, and take such other action as may be reasonably requested to
implement morc effectively the Contemplated Transactions.

Section 7.02. Books and Records; Personnel. Sellers and Purchaser shall
reasonably cooperate with cach other after the Closing so that (subject to any limitations that are
rcasonably required to preserve applicable attorney-client privilege) each party and any of their
Representatives reasonable access to the respective officers and employces of the other party,
and reasonable access to all business records, contracts and other documents and information of
the other party existing at the Closing Date and relating to the Acquirecd Assets, the Assumed
Liabilities, the Excluded Liabilities or the conduct of the Business (including copies thereof) as
is reasonably necessary for the (a)administration of the Case, or preparation for or the
prosccution or defense of any existing or future Legal Proceeding (other than one by or on behalf
of a party to this Agreement) by or against Sellers or Purchaser, (b) preparation and filing of any
Tax Return or election relating to the Acquired Assets, the Assumed Liabilities or the conduct of
the Business and any audit by any taxing authority of any returns of Purchaser or Sellers relating
thereto, (c) preparation and filing of any other documents required by governmental or regulatory
bodies, and (d) transfer of data to Purchaser rclating to the Business. The party requesting such
information and assistance shall reimburse the other party for all out-of-pocket costs and
expenses incurred by such party in providing such information and in rendering such assistance,
except that Sellers shall bear the costs and expenses of transferring to Purchascr or its designee
data and other information reasonably requested by Purchaser in order to enable Purchaser to
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establish and operate its own data systems. The access to files, books and records contemplated
by this Section 7.02 shall be during normal business hours and upon not less than two Business
Days’ prior written request, shall be subject to such reasonable limitations as the party having
custody or control thercof may impose to preserve the confidentiality of information contained
therein, and shall not extend to material subject to a claim of privilege unless expressly waived
by the party entitled to claim the same. Unless prohibited by Law, the Sellers shall provide 10
the Purchaser copies of all personnel records and other Books and Records retained by the
Sellers under Section 2.02(¢) of this Agreement.

Section 7.03. Continued Cooperation. If any transfer or assignment by the
Sellers to, or any assumption by the Purchaser of, any intercst in, or liability, obligation or
commitment under, any Acquired Asset requires the comsent of a Third Party, and any such
consent is not obtained prior to the Closing, then, if Purchaser so clects, such Acquired Asset
shall not be transferred to Purchaser at the Closing Date and the Sellers shall cooperate in any
lawful and reasomable arrangement reasomably proposed by the Purchaser (including the
appointment of Purchaser as attorney-in-fact for the Sellers) and do or cause to be done all such
things as shall in the reasonable opinion of Purchaser or its counsel be necessary or proper to (a)
assure that the rights of Purchaser under such Acquired Assct shall be preserved for the benefit
of or transferred or issued to Purchaser and (b) obtain for Purchaser the economic benefits under
the asset, claim or right with respect to which the consent has not been obtained. Such
reasonable arrangement may include (a) the subcontracting, sublicensing or subleasing to the
Purchaser of any and all rights of the Sellers against the other party to such third-party agreement
arising out of a breach or cancellation thereof by the other party, and (b) the enforcement by the
Sellers of such rights. To the exten, and only to the extent, the Purchaser is able to receive the
economic claims, rights and benefits under such asset, the Purchaser shall be responsible for the
Assumed Liahilities, if any, arising under such Acquired Asset.

Section 7.04. Estate Costs. (a) If, after June 2, 2002, the aggregate amount of
the Estate Costs paid or incurred exceeds £27,000,000, then the Sellers and/or their successor(s)
may not incur any expenses to pursue any causes of action, judgments, Claims or demands that
constitute Excluded Assets without the Purchaser’s and the Agent’s prior written consents, which
consents shall not be unreasonably withheld.

(b) If, after June 2, 2002 and until the distribution of all of the Sellers’
Stock by the Sellers and/or their successor(s) to the creditors of the Scllers, the aggregate amount
of the Estate Costs paid exceeds $27,000,000 (and the Sellers and/or their successor(s) do not
have any cash available to pay additional Estate Costs), then, for any Estate Costs in excess of
$27.000,000 that become due and payable, the Purchaser forthwith shall pay to the Sellers and/or
their successor(s) an amount equal to such excess up to $4,000,000 in cash, upon receipt by the
Purchaser of reasonably satisfactory documentation evidencing Sellers’ and/or their
successors(s)’ obligation to pay such Estate Costs. If, after June 2, 2002 and until the
distribution of all of the Sellers’ Stock by the Sellers and/or their successor(s) to the creditors of
the Sellers, the aggregate amount of the Estate Costs paid exceeds $31,000,000 (and the Sellers
and/or their successor(s) do not have any cash available to pay additional Estate Costs), the
Sellers and the Purchaser understand that, for any Estate Costs in excess of $31.000,000 that
become due and payable, the Agent, on behalf of the secured lenders to the Sellers, forthwith
shall pay to the Sellers and/or their successor(s) an amount equal to such excess up to $3,000,000
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in cash (the “Bank Reimbursement™), upon receipt by the Agent of reasonably satisfactory
documenlation evidencing Sellers’ and/or their successors(s)’ obligation to pay such Estate
Costs. If, after June 2, 2002 and until the distribution of all of the Sellers’ Stock by the Scllers
and/or their successor(s) to the creditors of the Sellers, the aggregate amount of the Estate Costs
paid exceeds $34,000,000 (and the Sellers and/or their successor(s) do not have any cash
available to pay additional Estate Costs), then, for any Estate Costs in excess of $34,000,000 that
become due and payable, the Purchaser forthwith shall pay to the Sellers andfor their
successor(s) an amount cqual to such exccss up to $3,000,000 in cash (the “Second Tier
Reimbursement™), upon receipt by the Purchaser of teasonably satisfactory documentation
evidencing Sellers’ and/or their successors(s)” obligation to pay such Estate Costs.

(©) If, after June 2, 2002 and until the distribution of all of the Sellers’
Stock by the Sellers and/or their successor(s) to the creditors of the Sellers, the aggregate amount
of the Estate Costs paid or required to be paid exceeds $37,000,000 (and the Sellers and/or their
successor(s) do not have any cash available to pay additional Estate Costs), then, for any Estate
Costs in excess of $37,000,000 that become due and payable, and for the sole purpose of
generating cash to fund all or a portion of such excess, up to a maximum cxcess of $4,500,000,
the Sellers and/or their successor(s) shall have the right, but not the obligation, 1o sell to the
Purchaser up to such number of shares of the Sellers’ Stock as shall equal four percent (4%) of
the Issued Stock for 4 maximum aggregate purchase price of $4,500,000, as tollows: the Sellers
and/or their successor(s) shall have the right, but not the obligation, to sell such number of shares
of the Sellers’ Stock to the Purchaser at a price equal to: (i) for the first two percent (2%} of the
Tssued Stock, $1,250,000 for each one percent (1%) of the Issued Stock (or a pro-rata price based
thercon), and (ii) for the next two percent {(2%) of the Tssued Stock, $1,000,000 for each one
percent (19%) of the Issued Stock (or a pro-rata price based thercon). If more than one class of
stock is included in the Sellers’ Stock, all sales of stock by the Scllers and/or their successor(s) to
the Purchaser pursuant Lo this paragraph must include the same percentage of each class of stock
included in the Sellers’ Stock. Except in the case of a distribution by the Sellers and/or their
successor(s) to the holders of allowed Claims in the Case under a contirmed Chapter 11 plan of
reorganization, if the Sellers and/or their successor(s) wish to sell or otherwise transfer shares of
the Sellers” Stock to a Third Party pursuant to a bona fide written offer therefor, then the Sellers
and/or their successor(s) shall give the Purchaser written notice thereof, which notice shall (x)
include a copy of such bona fide written offer and a description of any other material terms of the
offer not contained in such offer, including the identity of the transferee, the price or other
consideration for which the shares of the Sellers” Stock are proposed to be sold or transferred, and
the number of shatres of the Sellers’ Stock to be sold or transferred, and (y) contain an irrevocable
offer to sell such sharcs of the Sellers’ Stock to the Purchaser at the same price and on the same
terms contained in the bona fide written offer. For a period of twenty days after its receipt of such
notice, the Purchaser and/or its designee(s) shall have the right and option to purchase all or a portion
of the shares of the Sellers’ Stock at the same price and on the same terms contained in the bona fide
written offer.

(d) If (i) there remains any asscts in the Scllers and/or their
successor(s) (the “Remaining Assets™) and (ii) either the Agent shall have made a Bank
Reimbursement or the Purchaser shall have made a Sccond Tier Reimbursement, then, unless the
Sellers and/or their successor(g) determine in good faith that there continues to be a reasonable
expectation of additional Estate Costs, the Sellers and/or their successor(s) shall (x) pay to the
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Purchaser such percentage of thc Remaining Assets as the amount of the Second Tier
Reimbursement actally paid bears to the sum of the amount of the Bank Reimbursement
actually paid and the amouni of the Second Tier Reimbursemnent actually paid (such sum, the
“Total Reimbursement Paid™), up to $5,000,000 and (y) pay to the Agent, for the benefit of the
secured lenders to the Scllers, such percentage of the Remaining Assets as the amount of the
Bank Reimbursement actually paid bears to the Total Reimbursement Paid, up to $5,000,000.
The Sellers andfor their successor(s) shall not make any distributions or payments (other than
distributions of the Sellers’ Stock or on account of Estate Costs) unless the Sellers shall have (i)
made all of the payments described in the immediately preceding sentence and (i) waived their
rights to receive any and all payments under Section 7.04(b) and waived their rights to sell the
Sellers’ Stock to the Purchaser under Section 7.04(¢).

(e) For purposes of this Section 7.04, “successor(s)” to the Sellers
shall mean a plan administrator or a liquidating trust or an entity serving a comparable function,
and shall not include the creditors of the Sellers to whom the Sellers’ Stock is distributed.

Section 7.05. Distribution of the Sellers® Stock. Sellers agrec that, without the
writlen consent of the Purchaser, the Sellers will not sell or otherwise transfer or distribute the
Sellers’ Stock cxcept pursuant to a distribution by the Sellers to the holders of allowed Claims in
the Case under a confirmed Chapter 11 plan of reorganization or to One Equity Partners LLC.
Sellers further agree that the Sellers’ plan of reorganization (the “Proposed Plan™) will, if
requested by the Purchascr, contain, in form and substance reasonably acceptable to the
Purchaser, provisions 1o the following effect: (i) the Purchaser shall be deemed to be a
"successor” to the Sellers for the limited purpose of the provisions of section 1145(a) of the
Bankruptey Code; and (i) the distribution of the Sellers” Stock under the Proposed Plan to the
holders of allowed Claims against the Sellers shall constitute the offer or sale under a plan of the
Sellers of a security in exchange for a claim against, an interest in, or a claim for an
administrative expensc in the Case. In addition, Sellers agree that any disclosure statement under
section 1125 of the Bankruptcy Code in support of the Proposed Plan shall (i} contain a
description, in form and substance reasonably acceptable to the Purchaser, of the exemption from
securities laws under section 1145 of the Bankruptcy Code with respect to the Sellers’ Stock, and
(ii) advise any holder of any Claim potentially entitled to receive such Sellers’ Stock to consult
their own advisors with respect thereto. The Purchascr shall cooperate with the Sellers in the
preparation of any such disclosurc statement and provide such information rtegarding the
Purchaser as shall be necessary to ensure that the disclosure statement complies with section
1125 of the Bankruptcy Code. Sellers further agree that they will use their reasonable best
efforts to obtain a final and non-appealable order of the Bankruptcy Court confirming the
Proposed Plan, which final and non-appealable order shall contain, in form and substance
reasonably acceptable to the Purchaser, provisions to the following effect: (i) the Purchaser shall
be deemed to be a "successor” to the Sellers for the limited purpose of the provisions of scction
1145(a) of the Bankruptcy Code; and (ii) the distribution of the Sellers’ Stock under the Sellers’
confirmed Chapter 11 plan to the holders of allowed Claims against the Sellers shall constitute
the offer or sale under a plan of the Sellers of a security in exchange for a claim against, an
interest in, or a claim for an administrative expense in the Case.

Section 7.06. Non-transferable Claims. If any cause of action, judgment, Claim
or demand intended to be included in the Acquired Assets pursuant to Section 2.01(m) is not
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transferable or assignable to the Purchaser for any reason, the Sellers agree not to pursue any
such cause of action, judgment, Claim or demand without the prior written consent of the
Purchaser.

ARTICLE VIII
CONDITIONS PRECEDENT
Section 8.01. Conditions Precedent _to Obligations_of the Scliers and the

Purchaser. The respective obligations of cach party to effect the Contemplated Transactions
shall be subject to the satisfaction at or prior to the Closing Date of the following conditions:

(a) any waiting period applicable to the consummation of the
Contemplated Transactions under the HSR Act and any applicable foreign antitrust or
competition laws shall bave cxpired or becn terminated;

() no statute, rule, regulation, executive order, decree, decision,
ruling, or preliminary or permanent injunction shall have been enacted, entered, promulgated, or
enforced by any U.S. federal or state court or foreign governmental authority that prohibits,
restrains, enjoins or restricts the consummation of the Contemplated Transactions that has not
been withdrawn or lerminated; and

{c) the Approval Order in substantially the form contemplated by this
Agreement (unless the Purchaser shall have agreed to modifications) shall have been entered by
the Bankruptey Court and shall have become final and non-appealable.

Section 8.02. Conditions Precedent to Obligation of the Sellers. The obligation
of the Sellers to effect the Contemplated Transactions shall be subject to the satisfaction at or
prior to the Closing Date of the conditions set forth in Section 8.01 and of the following
additional conditions (compliance with which or the occurrence of which may be waived in
whole or in part in a writing execuled by Polaroid):

(a) (i) the Purchaser shall have performed in all material respects its
obligations under this Agreement required to be performed by it at or prior to the Closing Date
and (i) the representations and warranties of the Purchaser contained in this Agreement,
disregarding all qualifications and exceptions contained in such representations and warranties
relating to materiality or matcrial adversc effect, shall be true and correct in all respects, in each
case as of the datc of this Agreement and as of the Closing Date as if made at and as of such
dates, it being undcrstood and agreed (A) that the condition sct forth in ¢lause (ii) of this Section
8.02(a) shall be dcemed to have been satisficd unless any failure to be true has had, individually
or in the aggregate with all other failures relating to the various representations and warranties of
the Purchaser, a material adverse cffect on the ability of the Purchaser to consummate the
Contemplated Transactions, and (B) that representations and warranties made as of a specific
date need be true only as of that date; and

(b all of the documents, agreements and certificates described in
Section 3.02(a) shal] have been delivered as described therein.
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Scction 8.03. Conditions Precedent _to Obligation of the Purchaser. The
obligation of the Purchaser to cffect the Contemplated Transactions shall be subject to the
satisfaction at or prior to the Closing Date of the conditions set forth in Section 8.01 and of the
following additional conditions (compliance with which or the occurrence of which may be
waived in whole or in part in a writing executed by the Purchaser):

(a) (i) each Seller shall have performed in all material respects their
obligations under this Agrecement required to be performed by them at or prior to the Closing
Date and (ii) the representiations and watrantics of the Sellers contained in this Agreement,
disregarding all qualifications and exceptions contained in such representations and warranties
relating to materiality or Material Adverse Effect, shall be true and correct in all respects, in each
case as of the date of this Agreement and as of the Closing Date as if made at and as of such
dates, it being understood and agreed (A} that the condition set forth in clause (ii) of this Section
8.03(a) shall be deemed to have been satisfied unless any failurc to be true has had, individually
or in the aggregate with all other failures relating to the various representations and warranties of
the Scllers, a Material Adverse Effect, and (13) that representations and warranties made as of a
specific date nced be true onty as of that date;

(b) all of the documents, agreements and certificates described in
Section 3.02(b) shall have been delivered as described therein;

(c) all consents and approvals of third parties and Govermmental
Authorities necessary to consummate the transactions contemplated hereby, other than those
consents and approvals the absence of which, individually or in the aggregate, would not have a
Material Adverse Effect and would not materially impair the Purchaser’s ability to operate the
Business substantially in the same manner as the Business is operated immediatcly prior to the
Closing, shall have been obtained in a form reasonably satisfactory to Purchaser, without any
diminution in the valuc of the Acquired Assets;

(d)  the Purchaser shall have received all Permits necessary to allow the
Purchaser to operate the Business immediately after the Closing substantially in the same manner
as (he Business is operated immediately prior to the Closing, other than those Permits the
absence of which, individually or in the aggregate, would not have a Material Adverse Effect and
would nol materially impair the Purchaser’s ability 1o operate the Business substantially in the
same manner as the Business is operated immediately prior to the Closing;

(e) no Material Adverse Effect shall have occurred, nor shall any
event or circumstance which could reasonably be expected to have a Material Adverse Effect
shall have occurred,

(f) at least twenty-five million dollars ($25,000,000) and not more
than thirty million dollars ($30,000,000) of Cash and Cash Equivalents shall be held by the
Foreign Subsidiaries;

(g) with respect to (i) Transfer Taxes due in conmection with the
transactions contemplated by this Agreement, and all income Taxes due on the sale of all of the
outstanding capital stock of Polaroid de Mexico S.A. de C.V. pursuant to Article 190 of the
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Income Tax Law (Mexico), (ii) all withholding Taxes due in connection with the repatriation of
Cash and Cash Equivalents held by the Foreign Subsidiaries to the Sellers prior to the Closing,
and (iii) all Califomia sales and use Taxes relating 10 periods from July 1997 through June 30,
2000, including any proposed sales and use Taxes stated by way of notice, audit report, ot any
other correspondence received from the Califorma Board of Equalization, the Sellers shall have
provided evidence reasonably satisfactory to the Purchaser (x) of the full payment of all such
Taxes andfor (y) to the extent such Taxes have not been paid in full, that the Sellers have sct
aside (or have caused the applicable Forcign Subsidiaries to set aside) funds in a scparate escrow
account reasonably satisfactory to the Purchaser {or, in the case of any Foreign Subsidiary, in
such other manner as is rcasonably satisfactory to the Purchaser), in amounts sufficient to pay in
full any and all such unpaid Taxes, such funds to be held in escrow with an independent escrow
agent for the purpose of paying such Taxes; and

{h) the Sellers shall have provided evidence reasonably satisfactory to
the Purchaser that the Sellers, at the Purchaser’s request, shall have caused, immediately prior to
the Closing, any outstanding intercompany indcbtedness owed by any Foreign Subsidiary to any
Seller to be contributed to the capital of such Foreign Subsidiary or Foreign Subsidiaries as may
be designated by the Purchaser prior to the Closing.

ARTICLE IX

FURTHER AGREEMENTS AND TERMINATION

Section 0.01. Termination. This Agreement may be lerminated and the
transactions contemplated hereby may be abandoned at any time prior to the Closing:

(a) by mutual consent of each of Polaroid and the Purchaser;

(b) by either of Polaroid or the Purchaser if a Governmental Authority
shall have issued an order, decrec or ruling (which ordet, decree or ruling the parties hereto shall
have used their reasonable best efforts to lift), in each case, which has the effect of permanently
restraining, enjoining or otherwise prohibiting the Contemplated Transactions and such order,
decree, ruling or other action shall have become final and nonappealable;

(c) by cither Polaroid or the Purchaser upon written notice to the non-
terminating party by the terminating party:

(1) (A) if the Bankruptcy Court approves a Competing
Transaction or (B) upon the expiration of five Business Days following the Sale Hearing
(as defined in the Bidding Procedures) {the “Approval Deadline™), if the Approval Order
shall not have been entered by the Bankrupicy Court as a result of the Committee’s
sponsorship or proposal of a plan of reorganization or liquidation or alternative
transaction; or

(i1) (A} if the Sellers sell, transfer, lease or otherwise dispose
of, directly or indirectly, including through an asset sale, stock sale, merger,
reorganization, Recapitalization or other similar transaction, of all or substantially all or a
material portion of (he Business or the Acquirced Assets (or agrees to do any of the
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foregoing) in a transaction or series of transactions to a party ot parties other than the
Purchaser and other than in a Competing Transaction or (B) upon the filing by the Scllers
of a plan of reorganization or liquidation for any of the Sellers which does not provide for
the sale of the Acquired Assets to the Purchaser under this Agreement, or upon the
confirmation of any such plan, whether or not filed by Sellers;

(d) by the Purchaser:

() if the Sales Procedures Order in substaniially the form
contemplated by this Agreement (unless the Purchaser shall have agreed to
modifications) shall not have been entered by the Bankruptcy Coust and become final and
non-appealable on or before May 20, 2002; provided, howcever, Purchaser shall no longer
have the right to terminate this Agrcement pursuant to this Section 9.01(d)(i) after the
Sales Procedure Order in such form shall have been entered by the Bankruptcy Court and
shall have become fina) and non-appealable;

(i) if the Approval Order in substantially the form
contemplated by this Agreement (unless the Purchaser shall have agreed to
modifications) shall pot have been entered by the Bankruptcy Court and become final and
non-appealable on or before July 12, 2002; provided, however, Purchaser shall no longer
have the right to terminate this Agrecment pursuant to this Scction 9.01(d)(ii} after the
Approval Order in such form shall have been entercd by the Bankruptcy Court and shall
have become final and non-appealable;

(iii)  if there shall have been a default or Breach by any Seller of
such Seller’s representations and warranties, covenants, agreements, terms or conditions
in this Agrcement, the Ancillary Agreements or in any exhibit, schedule, writing,
document, instrument or certificate delivercd pursuant to this Agreement or in connection
with the transactions contemplated hereby, which default or Breach shall be incapable of
being cured or, if capable of being cured, shall not have been cured within 30 Business
Days following receipt by the Sellers of written notice of such defuult or Breach from the
Purchaser (specifying, in reasonable detail, such claimed default or Breach and
demanding its cure or satisfaction), and which default or Rreach would entitle the
Purchaser not to consummate the Closing under Section 8.03(a);

(iv)  if, since the date of this Agreement, there shall have been
any event, development or change of circumstance that has had, individually or in the
aggregate, a Material Adverse Effect;

(v) on or prior to May 1, 2002, if the Purchaser shall not have
received a written commitment or commitments for bank financing, on terms and
conditions satisfactory to Purchaser in its sole discretion, in an amount (together with the
procecds of the equity financing contemplated by the Equity Commitment Letter)
sufficient to (A) consummate the transactions contemplated by this Agreement, (B) pay
the fees and expenses of the transactions contemplated by this Agreement and (C)
provide for the ongoing working capital needs of the Business;
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(vi)  if the Purchaser is ready, willing and able to consummate
the Closing and the Sellers have willfully failed or refuse to consummate the Closing
within five (5) days after the satisfaction of all conditions precedent to Closing set forth
in Sections 8.01 and 8.02; or

(vii) if the Closing shall not have oceurred on or before J uly 31,
2002.

{c) by Polarond:

(N if there shall have been a default or Breach by the
Purchaser of any of the Purchaser's represcntations and warranties, covenants,
agreements, lerms or conditions in this Agreement, the Ancillary Agreements or in any
exhibit, schedule, writing, document, instrument or certificate delivered pursuant to this
Agreement or in connection with the transactions contemplated hereby, which default or
Breach shall be incapable of being cured or, if capable of being cured, shall not have been
cured within 30 Business Days following receipt by the Purchaser of writien notice of
such defauit or Breach from Sellers (specifying, in reasonable detail, such claimed default
ot Breach and demanding its cure or satistaction), and which default or Breach would
entitle Sellers not to consummate the Closing under Section 8.02(a); or

(i1) if the Sellers are ready, willing and able to consummate the
Closing and the Purchaser has willfully failed or refuses to consummate the Closing
within five (5) days after the satisfaction of all conditions precedent to Closing set forth
in Sections 8.01 and 8.03; or

i) if the Closing shall not have occurred on or before
August 31, 2002,

Section 9.02. Termination Payment.

(a) Tn the event this Agrecment is lerminated pursuant to Section
9.01(c)(1), (c)(ii), (d)(iii) or (d)(vi), and provided that the Purchaser is not then in material breach
of this Agreement for which the Sellers had previously notified Purchaser (and in the case of
Sections 9.01(c)(i) and (c)(ii), such notice shall have been received by the Purchaser prior to the
Bid Deadline (as defined in the Bidding Procedures attached hereto as Exhibit M) and such
material breach shall not have been cured prior to the Auction (as defined m the Bidding
Procedures)), then Polaroid shall be obligated to pay the Purchaser an amount equal to
$5,000,000 (the “Termination Payment”). Any Termination Payment payable apon termination
of this Agreement pursuant to Scction 9.01(d)(iii) or (d)(vi) shall be immediately earned and
payable by the Scliers to the Purchaser or its designes upon such termination. Any Termination
Payment payable upon termination of this Agreement pursuant to Section 9.01(c)(i) or (c)(ii)
shall be immediately earned upon such termination and payable by the Sellers to the Purchaser or
its designee upon:

(i) with respect to a termination pursuant to Section
9.01(cXi)(A), the earlier of (x) the closing of the Competing Transaction or (y} the

_62 -



‘expiration of ninety (90) days following the date of the Bankruptcy Court’s approval of
such Competing Transaction;

(i1) with respect t0 a termination pursuant to Section
9.01(c)(i)(B), the earlier of (x) thc consummation of any such plan or alternative
transaction sponsored or proposed by the Committee or (y) the expiration of nincty (90)
days following the Approval Deadline;

(iii) with respect to a termination pursuant to Section
0.01(c)(i)}A), the earlier of (x) the consummation of any such sale, transfer, leasc or
other disposition of all or substantially all or a material portion of the Business or the
Acquired Assets or (y) the cxpiration of ninety (90) days following the date the Sellers
enter into any agreement 1o do any of the foregoing; and

(iv) with respect to a tcrmination pursuant to Section
9.01{c)(ii}(B), the earlier of (x) the consummation of any such plan of reorganization or
Jiquidation for any of the Sellers or (y) the expiration of ninety (90) days following the
date of filing of any such plan of reorganization or liquidation.

(b) In the event this Agreement is lerminated pursuant 10 Section
9.01(b), (D), (d)iv), (d)(vii) or (e)(iii), and provided that (i) the Purchaser is not then in
materal breach of this Agreement for which the Scllers had previously notified the Purchaser,
(ii) in the case of Section 9.01(b), the issuance of the relevant order, decree or ruling is not the
result of the status of the Purchaser or any action or conduct of the Purchaser, and (ii1) in the case
of Sections 9.01(d)(ii), (d)(iv) and (d)(vii), the failure or occurrence of the event giving nse to
any such termination is not the result of the status of the Purchaser or any action or conduct of
the Purchaser (it being understood that for purposes of this clause (iii), Purchaser’s failure or
refusal to amend, modify or waive any rights or conditions under this Agreement shall not be
deemed to be an action or conduct of the Purchaser), then Polaroid shall be obligated to pay the
Purchaser an amount equal 1o the Purchaser’s reasonable fees and expenses (including, without
limitation, reasonable attorneys® fees, expenses of its financial advisors, and expenses of other
consultants) incurred in connection with the transactions contemplated by this Agreement (the
“Expense Reimbursement™) up to (x) if such termination shall occur prior to June 12, 2002, three
million dollars ($3,000,000) or (y) if such termination shall occur on or after June 12, 2002, three
million five hundred thousand dollars ($3,500,000). In the event this Agreement js terminated
pursuant to Section 9.01(d)i), and the Bankrupicy Court so authorizes, Polaroid shall be
obligated to pay the Purchascr an amount equal to the Expense Reimbursement. Any Expense
Reimbursement payable upon termination of this Agreement pursuant to Section 9.01(b), (d){(1),
(d)(ii), ()(iv), (d)(vii) or (e)(iii} shall be immediately earned upon such termination and payable
by the Sellers to the Purchaser or its designee promptly upon the delivery of an invoice related to
such Expense Reimbursement to Polaroid by the Purchaser, provided, however, that if the Sellers
believe, in good faith, that the amount of the Expensc Reimbursement sought by the Purchaser is
not reasonable, then they shall have the right to seek Bankrptcy Court review thereof prior to
paying such amount. Notwithstanding anything to the contrary contained in this Section 9.02, if
the Sellers sell substantially all of their assets for consideration totaling in excess of the
consideration provided for herein within six (6) months after the termination of this Agreement
pursuant to Section 9.01(e)(iii), then Polaroid shall be obligated to pay the Purchascr an amount
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equal to the Termination Payment (if the Expense Reimbursement has not been paid previously)
or the excess of the Termination Payment over the Expense Reimbursement (if the Expense
Reimbursement has been paid previously) (such excess, the “Excess Amount™). Any such
Termination Payment or such Excess Amount, as the case may be, shall be immediately earned
and payable by the Sellers to the Purchaser or its designee upon the closing of such sale.

() The payment to the Purchaser or any designees of the Purchaser
pursuant to this Section 9.02 shall be by wire transfer of immediately available funds in Dollars,
to such account or accounts as the Purchaser shall designate in wriling.

Qection 9.03. Procedure and Effect of Termination. In the event of termination
and abandonment of the transactions contemplated hereby pursuant to Scction 6.01, written
notice thercof shall forthwith be given to the other parties to this Agreement and this Agreement
shall terminate (subject to the provisions of this Section 9) and the Contemplated Transactions
shall be abandoned, without further action by any of the parties hercto. If this Agreement is
terminated as provided herein no party hereto shall have any liability or further obligation to any
other party to this Agreement resulting from such termination cxcept (a) that the provisions of
Section 2.06 (Deposit Amount), Section 6.04 (Public Announcements), this Article IX (Further
Agreements and Termination), Section 10.02 (Notices), Section 10.05 (Governing Law),
Section 10.06 (Venue and Retention of Jurisdiction) and Section 10.08 (Expenses) shall remain
in full force and effect; and (b) no party waives any claim or right against a breaching party in
respect of any of its representations, warranties, covenants or agreements set forth in this
Agreement; provided, however, that in the event thc Purchaser is entitled to receive the
Termination Payment, the right of the Purchaser to receive such amount shall constitute the
Purchaser’s sole remedy for (and such amount shall constitute liquidated damages in respect of)
any breach by any Seller of any of its representations, warranties, covenants or agrecments set
forth in this Agrecment; and provided further, however, that in the event the Sellers arc entitled
to receive the Deposit Amount (or any part thereof) pursuant to Section 2.06, the right of the
Sellers to receive such amount shall constitute the Scllers’ sole remedy for (and such amount
shall constitute liquidated damages in respect of) any breach by the Purchaser of any of its
representations, warranties, covenants or agreements set forth in this Agreement.

ARTICLE X

GENERAL PROVISIONS

Section 10.01. Disclosure Schedule. Nothing in the Disclosure Schedule shall be
deemed adequate to disclose an exception to a representation or warranty made herein unless the
exception is described on the Disclosure Schedule with reasonable particularity and expressly
refers to the applicable Section of this Agreement.

Section 10.02. Notices. All notices, claims, demands, and other communications
hereunder shall be in writing and shall be deemed given upon (a) confirmation ol receipt of a
facsimile transmission, (b) confirmed delivery by a standard overnight carrier or when delivered
by hand, or (c) the expiration of three (3) Business Days after the day when mailed by registered
or certified mail (postage prepaid, return receipt requested), addressed to the respective parties at
the following addresses (or such other address for a party as shall be specified by like notice):
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(a) If to the Purchaser, to:

OEP Imaging Corporation
cfo One Equity Partners LL.C
320 Park Avenue, 18™ Floor
New York, New York 10022
Attention: Chuck Auster
Facsimile: 212.277.1533

with copies to:

Dechert

1717 Arch Strect

4000 Bell Atlantic Tower

Philadelphia, Pennsylvania 19103-2793
Attention: Carmen J. Romano, Esq.
Facsimile: 2159942222

Dechert

30 Rockefeller Plaza

New York, New York 10112
Attention: Joel H. Levitin, Esq.
Facsimile: 212.698.3599

b If to any Seller, to:

Polaroid Corporation

784 Memorial Drive

Cambridge, Massachusetts 02139
Attention: Neal Goldman, Esq.
Facsimile: (781) 386-3924

with copies to:

Skadden, Arps, Slate, Meagher & Flom LLP
One Rodney Square

Wilmington, Delaware 19801

Attention: Gregg M. Galardi, Esq.
Facsimile: (302) 651-3001

Davis Polk & Wardwell

450 Lexington Avenue

New York, New York 10017
Attention: Marshall §. Huebner, Esq.
Facsimile: 212.450.3099
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Akin, Gump, Strauss, Haver & Feld, L.L.P.
590 Madison Avenue

New York, New York 10022

Atutention: Fred S. Hodara, Esq.

Facsimile: 212.872.1002

Section 10.03. Descriptive Headings. The headings contained in this Agreement
are for reference purposes only and shall not affect in any way the meaning or interpretation of
this Agrecment.

Section 10.04. Entirc_Agreement; Assipnment.  This Agreement (including the
Exhibits and the Disclosure Schedule and the other documents and instruments referred to
herein) constitutes the entire agrcement and supersedes all other prior agreements and
understandings, both written and oral, between the parties, with respect to the subject matter
hereof., This Agreement and the rights and obligations may not be assigned in whole or in part
by any party hereto, including by opcration of law or otherwise except {a) with the written
consent of the other parties hereto, (b) by the Purchaser to one or more direct or indirect
subsidiaries or other Affiliates of the Purchaser which assignment shall not relieve the Purchaser
of any of its obligations hereunder or (¢) by the Purchaser as collateral security to any entity
providing direct or indircct financing to Purchaser or any of its Affiliates. To the extent any such
assignment by the Purchaser relates to the assignmentl by any Seller of an executory contract or
unexpired lease hereunder and occurs prior to Closing such that, at Closing, this Agreement will
provide for the Sellers’ assignment of such executory contract or unexpired lease to a party other
than the Purchaser, such assignment by the Seller shall be subject to all applicable provisions of
the Bankruptcy Code.

Section 10.05. Governing Law. This Agreement shall be governed and construed
in accordance with the laws of the State of Delaware without giving effect to the rules of conflict
of laws of the State of Delaware that would require application of any other law.

Section 10.06. Venue and Retention of Jurisdiction. All actions brought, arising
out of, or related to the Contemplated Transactions shall be brought in the Bankruptcy Court, and
the Bankruptcy Court shall retain jurisdiction Lo determine any and all such actions.

Section 10.07. Risk of Loss. Prior to the Closing, all risk of loss, damage or
destruction to all or any part of the Acquired Asscts or the Business shall be borne exclusively by
the Sellers.

Scction 10.08. Expenses. Except as otherwise expressly provided herein, whether
or not the actions contemmplated by this Agreement are consummated, all costs and expenses
incurred jn connection with this Agreement and the Contemplated Transactions shall be paid by
the party incurring such expenses.

Section 10.09. Amendment. This Agreement (including the Exhibits and the
Disclosure Schedule) may not be amended except by an instrument in writing signed on behalf
of the parties hereto.
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Section 10.10. Waiver. At any time prior to the Closing Date, the parties hereto
may (a) extend the time for the performance of any of the obligations or other acts of the other
parties hereto, (b) waive any inaccuracies in the represenlations and warranties contained herein
or in any document delivered pursuant hereto, and (c) waive compliance with any of the
agreements or conditions contained hercin. Except as otherwise expressly provided herein, any
agreement on the part of a party hereto to any such cxtension or waiver shall be valid only 1f sct
forth in an instrument in writing signed on behalf of such party.

Section 10.11. Counterparts: Effectiveness. This Agreement may be executed in
two or more counterparts, each of which shall be deemed to be an original but all of which shall
constitute one and the same agreement. This Agreement shall become effective when each party
hereto shall have received counterparts thereof signed by all the other parties hereto.

Section 10.12. Severability; Validity. TIf any provision of this Agreement or the
application thereof to any person or circumstance is held invalid or unenforceable, the remainder
of this Agreement, and the application of such provision to other persons or circurnsiances, shall
not be affected thereby, and to such end, the provisions of this Agrecement are agreed to be
severable.

Section 10.13. No Third Party Beneficiaries or Liabilities. Nothing in this
Agrecment, express or implied, is intended to or shall (i) confer on any Person other than the
partics hereto and their respective successors or assigns any rights (including third party
beneficiary rights), remedies, obligations or liabilitics under or by reason of this Agreement, (ii)
constitute the parties herelo as partners or as participants in & joint venture (iii) confer on any
director, officer or employee of the Purchaser or its Affiliates any obligations or liabilities under
or by reason of this Agreement. This Agrcement shall not provide third parties with any remedy,
claim, liability, reimburscment, cause of action or other right in cxcess of those existing without
reference to the terms of this Agreement. Nothing in this Agreement shall be construed as giving
to any Employes or any other individual any right or entitlement under any Bemefit Plan
maintained by Sellers except as expressly provided in such Benefit Plan. No third party shall
have any rights under Sections 502, 503 or 504 of ERISA or any regulations thereunder because
of this Agrecment which would not otherwise exist without reference to this Agreement. No
third party shall have any right, independent of any right which may exist irrespective of this
Agreement, under or granted by this Agreement, to bring any suit at law or equity for any matter
governed by or subject to the provisions of this Agreement.

Section 10.14. Enforcement of Agreement. The parties hereto agree thal
irreparable damage would occur in the event that any provision of this Agreement was not
performed in accordance with its specific terms or were otherwise breached. It is accordingly
agreed that the parties shall be entitled to an injunction or injunctions to prevent breaches of this
Agreement and to enforce specifically the lerms and provisions hereof, this being in addition to
all other remedies available at law or in equity.

Section 10.15. Separate Agrgements. Notwithstanding any provision to the
contrary contained hercin, the Purchaser and/or its designated Affiliate may, at Purchaser’s
election, purchase all or a portion of the Sellers’ right, title and interest in and to any or all of the
outstanding capital stock of the Acquired Subsidiaries under one or more separate acquisition
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agreements substantially in the form attached hereto as Exhibit 8§ (each, an “Acquisition
Agreement™). If the Purchaser and/or its designated Affiliate elects to enter into one or more
Acquisition Agreements, the Consideration for the Acquired Asscts under this Agreement shall
be reduced by the amount of the purchase price for the capital stock of the Acquired Subsidiaries
purchased or sold under such Acquisition Agreements. Notwithstanding the foregoing, for
purposes of any allocations of consideration (as that term is defined in Treasury Rcgulation
section 1.1060-1(c)), the amounts paid under this Agreement and any and all Acquisition
Agreements shall be aggregated as set forth in Section 3.03(c) of this Agreement. If the
Purchascr and/or its designaled Affiliate clects to emter into one or more Acquisition
Agreements, the indemmification and other post-closing obligation provisions of this Agreement
shall apply to such Acquisition Agrcements and be binding on the parties to such Acquisition
Agreements as if the capital stock of the Acquired Subsidiaries purchased or sold under such
Acquisition Agrcements were purchased and sold under this Agreement. In addition 1o the
foregoing, the Scllers agree to cooperate with the Purchaser in structuring the acquisition of the
Foreign Subsidiarics in such manner as the Purchaser may rcasonably request to facilitate any
financing to be entercd into by the Purchaser in connection with the Contemplated Transactions.
Furthermore, the Sellers agree to cooperate with the Purchaser in transferring Cash and Cash
Equivalents between the Sellers and the Forcign Subsidiaries and between the Forcign
Subgidiaries in such manner as the Purchaser may reasonably request in connection with the
Contemplated Transactions. Without limiting the generality of the immediately foregoing two
sentences, the Sellers agree, at Purchaser’s request in writing, to form new entilies and,
immediatcly prior to the Closing, to transfer the cquity interests of Foreign Subsidiaries
designated by the Purchaser in writing to such newly formed entities and that in licu of acquining
such designated Foreign Subsidiaries, the Purchaser shall acquire all the equity intercsts of such
newly formed entities. The Sellers and the Purchaser agree that such newly formed entitics shall
be deemed to be “Foreign Subsidiaries” under this Agreement. Notwithstanding any provision to
the contrary contained herein, the Sellers shall not be required to take any action pursuant to this
Section 10.15 unless the Purchaser agrees to reimburse the Sellers for any added costs or Taxes
resulting therefrom, nor shall the Scllers be required to take any action pursuant to this Section
10.15 that would delay the Closing. Prior to the date of the Auction, the Purchaser shall notify
the Sellers of its election or non-election to enter into one or more Acquisition Agreements and,
if applicable, the structure of the acquisition of the Foreign Subsidiaries.

Section 10.16. Non-Survival of Reprcsentations and Warranties and Certain
Covenants. None of the representations and warranties contained in this Agreement and none of
the covenants contained in this Agrecment which are required by their terms to be performed
prior to the Closing shall survive the Closing.

ARTICLE XI

INDEX OF DEFINED TERMS

Section 11.01. Index. The terms listed below shall have meanings set forth in
the Section listed across from the term.
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Section or

Term Reference
2001 Audited Financial SLAEMENT ...c.coevvrvrccii e e 4.06
2002 FInancial PIAn ..o e s snsi s snssneans 1.01
Accounts Payable ... e 1.01
Accounts ReceiVAbIE ..oovvviie it b 1.01
AcQUITEd ASSEIR ...t b 2.01
Acquired StOCK ... e 2.01
Acquired Subsidiaries ... e Preamble
Additional Assumed CONMTACES ...c.ovvcvvvrvevciiiiirs i e 6.13(c)
ATTIHALE ©ovveevieriirisesrvvsreesesiasss e sseeree s e s s e eeests shssaba s s e s eas s ansassansaresrsans 1.01
AGTEEIMENT ...eiieeier e ree et nn s s s e o s Preamble
ATOCATUON .o e ee ek tm bt nerrrra s s ee e e o e e bbb s bt r e r e s 2.03(a)
ANCIATY AGTEEMENLS c.oivviiec i cctrsies e rrnne e s s 1.01
ACQUISItION AZTEETNENT c.ovuiviraeris oot 11.15
Acquisition Proposal ... e 1.01
Applicable Law ..o s 1.01
Approval Order ... e 1.01
ASSUMED CONTACIS .. oeoiiivirearrrsire s e cessissisnsbes s s sransamereerses 1.01
Assumed Liabilities ... oo 2.03
Aundited Financial Statemenis......coo o cence s 4.09
Bank ReimbUrSeITIENT c...oov e ocreeiereeeseneeesranessrmac v e s s siassssisssssnsans 7.04(h)
Bankruptey Code....oo st Preamble
BANKTUPLEY COUTE oevviveeearsceeeaseesees e sessssssesserssssssesesssnsenssssreesrocs Prcamble
Bidding Procedures ... nrciecsiemsiesie e enss s ssrassesessss e cass 1.01
Books and ReCOTdAS ..o s sissans s rar s 1.01
Borrowing Foreign Subsidiaries ... 6.20
)23y o) ¢ WUy OO UU P PO OO PP 1.01
BUIK Sa1ES LAWS .veivvvveseeeiieceis s iensssnesssrsessmseresscessbssssbsssssssnnsssssnsnsnssns 1.01
BUSINEES. (..eeirireiiieerrseesvrarrntressssianasase s ssrr e srrasr e e bas asbsassbannnasannnbenenns 1.01
Business Day ... 1.01
Capilal Lease ObliZations ........cccooimimimnns s renssrrcsmes e 1.01
L 1.1 SO OO UUOPURRt Preamble
Cash and Cash EqQuivalents ... 1.01
Cash ConsSideration ..o irierrvrc s e e 2.05
CERCLA ..ottt et svavs s v bes st ss s sas s nnsass sann s sannns sansn e nas 1.01
CERCLIS ..o iervreeeraetcssase st snnessaenne e senbobaass s be b s e nasanna e e nnas 1.01
)« WUV O U PO POPOUOPPR 1.01
CLOSINE 1vvvvvenieiiereeiieiareessesseenesreen s nss st ess s nat s san s nas s te e eran e sn s eranansranan 3.01
C1OSINE DAL ...cvcvrvrvererreisrine i et s s sensss s s narnas 3.01
0 N 1.01
L0301 00} L= OO SO OO O 1.01
Competing Transaction ... 1.01
Confidentiality AZIEEIMENL. ...coci ot ieerrerrerrcis st 1.01
CONSIAETALION w...vvveieceeeersieesreiessseesrnesnrasnesmre s rarsre e rernrsrsssasbsinssssassns 2.05
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Section or
Reference

Contemplated TTaNSACTIONS ..ou.vevirsrvrevss s sreresssssss s e

Contract ....
Copyrights

.......................................................................................

Credit AGIEEMENT cuovviv e cinriies st st
CUIC AIIOUNLS - oiiveveeivevasrsrarressniansssnssransrer st asbaasnssssanesrans s rcesssiiasens

date hereof
date of this

.........................................................................................

AZTEEINENL ..o b s

Debt Repayment AMOUNt.......ovwrreerssns s s i ssns e

Demolition
Demelition

PoNa (=153 11152 | OOV TE RIS SIS IR
DIPOSIL .. cuiiirin it s s

DEPOSTE ATTIOUNT w.cvvviconrecesvassnsmnsssrsas s st sns ittt
Deposit ESCTOW AIEEmMENt. ..o

Designated

Accounts RecelVAbBIE st s e vrr e s

Determination DALE .u.vvverer e siinnris s e s sssssa s sns e s
Digimarc Asset Purchase AgIeement...........oiin

Disclosure

Employee..

CREALIE oot eei it eeeeaseseemsee sraserrann s sasss s ranresrrnnnrrns

Employment Laws. ..o e

Encumbran

o O P TTLLLIEITSERT R IR

Environmental Audils ..ot et e
Environmental Laws .o os s
Environmental Liabilities .o iveer v csisrinsensimirinssnoresssssessannnnnns
Environmental PEITIILS ....uu.iieee ivvvseverretrsssssissnessssnseresessessosssssassnanins
Equity Commitment Letter ..o
EQUIty INETESE ..ot s

ERISA ...

ERISA AFFIIAE .o eeeititeenenrrereevssessstesssanas sas s ransarra e eebass
ESCIOW AZENE ..cviiieieriiee e eoc e itmas st et s nn s e s
EXCEEE ATTIOUN ... eoeeeieiieee e eeee e eicessteeeereeresrarar et basssanssnnnraans v rssranebis
EXCIIAET ASSELE <o overeersrervnrrersrrroessssssssresressasnnrrrssanrassssansssmssarenssasares
Excluded Liabilities. . ..ooooeiiviiiiinserreseesssess e mess cne s st sensssnns s

Exclusivity

L 598 (= GO U U PP

Expense Reimbursement .. ... s

Filing Date

.........................................................................................

Financial SAEMENTS ....cc.oocoiiiiiiiimisiesrerns s e sesssssnne s raa s
FOTEiEn PLADS ...covuiiiii ittt e
Foreign SUDSIAIATES ....ouveieeiiierrrins st s

.........................................................................................
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Preamble
1.01
1.01
6.20
2.03(a)
1.01
1.01
6.21
2.01(v)
2.01(v)
2.00
1.01
6.19(b)
1.01
2.01(bb)
1.01
1.01
1.01
201w .
6.07(b)
1.01
421
1.01
4.15(g)
1.01
1.01
4.15(d)
5.06
1.01
1.01
1.01
1.01
9.02(b)
2.02
2.04
1.01
9.02(b)
Preamble
4.09
4.16(d)
1.01
1.01
1.01



Section or

Term Reference
Governmental REQUITEMIENTS ..couuerevescrrierrasenssssssms s smersbiis 4.03
Guarantee OBLIZATION ...ovoverciiiere e e 1.01
Hazardous MAtETIALS .. ....coiiuvrrerrrnrersssisssssnsssnerens s earsarermsassssssssanansns 1.01.
Hired EmplOYEE. . .covrereecisiiiissinnsrrassriessossssssnmsss e e rsrs e s s sasaiss 1.01
SR ACE ceeiieieeeteeesvees st s etesasserras e res e e ciias st ae s sae s s naasaran s rr s rrnbeeiis 4.03
IMIDIOVEITIENLS 1cvivsecarrrmsnssebssnesma s cs s s s s s s 1.01
INCIUDINE. ..ceoerocee e ies e nenn sttt s rren b b s s 1.01
INAEDIEANESS ... veeieeccrescesaes e rrssesstsessr s sm e e rs s e ersra e sssbbnasannsannaans 1.01
Initial ASsumed CONTACTS .o iiererereicreis s e reneenssees 6.13(b)
Intellectual PLOPEITY ...ovrovoeir e ireesrrrern s e 1.01
TIEETESE RALE ... eiviveieeerrvesoreeeaiiteessseesssrmreesrncsssssasathnssssnatssennbrn e ey samane e 1.01
Intenm Financial S{atementS. . et essesss s resneneees 4.09
TIVVETILOTY .ooeiiciemenieerr o ccec s b nsss e ra s s ne s oo b s s s 1.01
W e et e e e teteaeeensaeransnsciiasiissisiasssssssmvbrErTeRETnennes 1.01
Leased Real BaLate .....oovvveeciecemreensreescrmnrmassssssssssssmnsssssssssasesasasenss 4.17(b)
Lease DEPOSIt ...ooeiiiereriereererner ctssiinss st v 2.01(t)
| oL v T U U U U OO SO PP 4.17(b)
Legal ProcCeding.....oovooiiviimiines s v e 1.01
LAADTTILY oveicieierne e e ctess st sa s b b s s 1.01
| R 1T U P OO OV PO O PSP 1.01
MENAEE .ovieiieer e coiss e re s araas et s e e s 1.01
IOy X T OO UUUO PP OO PP PO 1.01
Material Adverse Effect ..o i e snn e 1.01
MODIFIEA LIS ceiiiieeeeesseeesveeo e eeeees s ser s smere s rrme s s s e s sasenns e e nnmansnnnaenas 6.08(a)
Multiemployer PIAn . ... st 1.01
Net Related Party Special Dividends ..o 6.20
L) 2 2O OO 5.06
Ordinary Course of BUSiness.....c.oceeve vt 1.01
Owned Roal ESTAIE ......c.ooieeriieirrmreeserecessicsnsssssssinn s sviersvrense s seces 4.17(a)
PPALETILE 1vvevvvieeessvrrasscrnsceebsmneseeanssersre e sssabbasanssansssaas srsr e raamnran rnmnasnes 1.01
PD Winter Street Lease ..oiirivirrvr s v ssmarer e s 2.01(t)
PEnNSION PIAN ....ovveeiiier e cirieanrs v rrrrae e e s tiiasssas e e snrne e vns s en et 1.01
PPETIIILS .eeieietieeeeeeeernrre s vnne s aetasaa e s bne e s sn s e sneamesad banssan s s anasba e rnnrannannes 1.01
Permitted BENCUIMBDIANCES .oviveeieoeeeearseanee s e sssrrnssmessrrmssssissnsssensssss 1.01
POISOM e ivee st eeeeevnnesseesssstbes s abens s aee s e bbb e R d s b S e Re s R mn s ran s rrbns v amne b e 1.01
BT 1T 1 DT O UV PO OO O PP Preamble
POLATOIA rreececieeiiriser v cvsnnrr e sssssr s ee s s asnsr e rmsnnnre s sssssabassneansansnnnsanrans Preamble
Polaroid EMPlOYES ..ccccoeerreveviiniiinne st ssas s 1.01
PoIaroid BItItIEs . .ooiieeiiieeicevricesssessesssesssessssme s smmnn e srrr s e asasasanas 1.01
POIArOIA ID ..o rieesetas i en s seeenst e saasss s s e s ae s s n s e sans s earansernanas 2.01(bb)
Polaroid Intellectial PIOPEILY......ccoveaerriimrerrerarecersrsesssesssncssnesaanans 4.20(a)
POIAT0Id INAITIE o....eveeeeiiceeeeevene v evarnetsssssnassstessnsnesasnerenssrnneessbonassssnsan 6.18
Post-Petition COmtIACES ... .vieiiereerrrrerrsseerrecsessssssssssnns sasnssssssaresrensee 1.01
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Section or

L Term Reference
Post-Petition Intercompany Payables........oovv i, 2.03(d)
Post-Petition Intercompany Receivables. ..o 6.19(a)
Pre-Petition Intercompany Payables . ... 6.19(a)
Pre-Petition Intercompany Receivables ..., 6.19(a)}
Preliminary Assumed Comracts List.......nn 6.13(a)
Projected Balance St ... oo rrnimvrs s s 1.01
Prior Period REtUIMB .ovoeviveevivieremeeiiesmssnnrrnssrsressssssssnnranssnsssrnnsss sanasas 6.07(h)(i)
Projected Balance Sheel ... 2.05
PUTCRASET oo e cceeeceese e canme s s erms s rmeenn e nrr e s sa e e e s e aae e s ras rbds e nn e s Prcamble
PUTCHASET S (COTSETI cuvtirrrereveieesirennnrreeesneresasssasnssssnnerrssrsnnasianassanis 1.01
Purchaser’s 401(K) PLAN ...ovvveceiiiinieniiren oo s i 6.08(d)
Purchaser’s Welfare Benefit Plan .o 6.08(b)
REAI BSLALE ...ooeeeeieiaeescannseecesererssaesnernsr e ssseenssamn s rr s e s cest s b s 4.17(c)
RecapitaliZation ..o cvvrrres e b 1.01
Related Party Accounts Receivable ..o 6.19(h)
Related Party Special DIVIENds -....o...comverircrsssssssssmmerserenecen 6.20
REIEBASE .vvvreeveeieseiesaiessesisssraassenssrerracabassbsssaae s sranssnrrrsd s s R aE b e R R R v e 1.01
REMAINING ASSELE wovereirrrroreeiimsimrrnes s it bt e 7.04(c)
RETNEAIALION .voveeeererreesrreere et ibeseeserasrersaereessss st sars e arn e st ebaabananes - 4.15(c)
REPTESENTATIVE 1.eveveisiunerrersrrsms ot absss s bbb s 1.01
Requested Dividends.......ooviniinnnn i, et 6.19(b)
Requested Dividend Withholding Taxes.........c 6.19(b)
Restated Asset Purchase AIeement . ..o eiisiimnsirmnsre i Preamble
Retained Related Party Accounts Receivable ..o 6.19(d)
Requested Retained Cash .. 2.05(b)
Sales Procedures OTQer ... ..o oevoorrirerereeos st simn e 1.01
Second Tier REIMDBUSEMENT cooviiiiee v siinnii e s 7.04(b)
SECUTITEE ACT 1o vvrrasrerrisrrreroesrenssirnnsssnererssanssasinsssannnsssrsnsnrresssassinasas 4.25
SEller GUATANTEES ... ueeivreres e siseesamnsssrrnrsoroeoosinstaamsnn s sasrracsrricssiabta s 6.11
Sellers’ 401(K) PIAN ..ooovvvreeieiniiniens v e sir i s s s 6.08(d)
L 1 T U OO PO U U PR Preamble
Sellars” AUQITOTS .. ccvieirssirre e erereersrresrerrrrrsseisssrine s smrnsan s s s s b s b 1.01
Sellers” KNOWIEAEE .o.ovvev it s 1.01
BllErS” STOCK. ceveerrrerectieisensseerarrssr et esbbs st e nne s raran et e bn st e e e s e s 1.01
SEHETS” POTLION .oovvvicrrrsrressensssererssresrresesasnsssesssanssssaessbcssissan s nanssanes 6.07(h)(i1)
SUFAAALE PEIIOA «.oieecceieraeissresciirsr e e rnrecrrassbs s sensn s s snnsranssrr g sesanns 6.07(h)(ii}
Straddle Period REIUIM eevivvveveceeereeeesrrreseerssssessssssnsesanesansanseasasasns 6.07(h)(ii)
SUDSIAIATY c.cceuecvoeerencinsssnsis resss s s sb st s ea bbb s 1.01
Synthetic Lease ObLIgation ... vcniiniins i s 1.01
TAKES vvvevvversrssessnnsserassesrressomesssssseenssasnnnnrrss aneassnnnsnsansnnrnnssy et innssonsnan 1.01

B L2301 - J OO OO VOO VU PSSP 1.01

TAX REIUITIS et eeererrers e crestereaerseevseerrsbesaaes s eae s rranan e raas b s es b b n b e nn e 1.01
Termination PAYMCNL ... s s 9.02
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Section or

Reference

Third Party...cccocvevvne
35 Day List. ...
Threshold Amount ...
Title Commitments...
Title Company..........
Title Policies.............

............................................................

.........................................................................

Total Reimbursement Paid ..o i

Welfare Plan.............
Zoning Certifications

.......................................................................
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1.01
6.08(a)
10.01(a)(i)
6.14

6.14

6.14
7.04(d)
1.01
6.07(a)
424

421

1.01

6.17
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IN WITNESS WHEREOF, the Purchaser and each of the Sellers have caused this Asset
Purchase Agreement to be executed on their behalf by their officers thereunto duly authorized, as

of the date first above written.

PURCHASER
OEP IMAGING CORPORATION
CL D TR
By: b _
Name: Clerles 7. Aosier '
Title: fres. deoT
SELLERS o
POLAROID ASIA PACIFIC
_ POLAROID CORPORATION INTERNATIONAL INC
By: By:
Name: William L. Flaherty Name: William L. Flaherty
Title: Chief Financial Officer Title: President
POLAROID LATIN AMERICA
POLAROID ASIA PACIFIC LIMITED CORPORATION
By: By: .
Name: William L. Flaherty Name: William L. Flaherty
Title: President Title: Vice President
POLAROID EYEWEAR, INC. POLAROID MALAYSIA LIMITED
By: By: ‘
Name: William L. Flaherty Name: William L. Flaherty
Title: Treasurcr Title:” Treasurer
‘ INTERNATIONAL POLAROID
INNER CITY, INC, CORPORATION
By: ' By:
Name: Neal D. Goldman Name: William L. Flaherty

Title: Assistant Secretary Title: Treasurer



IN WITNESS WHEREOF, the Purchaser and each of the Sellars hava caused this Asset

Purchase Agreement to be exccuted on their
of the date first above written.

PURCHASER
OFP IMAGING CORPORATION

By:

Name:

Title:

SELLERS
POLARO CORPOZ;‘ION

illiam L. Flaherty
Title: Chicf Financial Officer

POLAROII/)AASIA 9?10 LIMITED

By; ./ ]

Name: William L. Plaherty
Title: President

POLAR )D EYEWEAR, INC.
By:

|| Fhlets

Narne xlham‘(.flaheny
Title: Treasurer

INNER CITY, INC.

By:_.

¢eal D. Goldman
Title: Assistant Secretary

behalf by their officers thersunto duly authonzcd as

POLAROID ASIA PACIFIC
INTERNATIONAL INC t

By: i/ -
Narne: Willigm L. {{sherty
Title; President

POLAROID LATIN AMERICA

CORPORATION

By: /s /. Z/ / %
Name: AWilliam LMFlaherty
Title: Vice President

POLAR 7)MALAYS’?2,IMITED
By: / ﬂ’t hif
Numé William L. PrAherty
Title: Treasurer

INTERN ATIONAL POLAROID
CORPORA a’{%
By:
Name Wllh Flaherty
Title: Treas




Tty

Name: William L. Elaherty
Title: President

POLARO PAR f/N .
By:

Na.mc WuhamL Fl@ﬂcny
Title: Treasurer

/TAL, INC,
By: _/ é/ A

Name: William L. FlaKc cny
Title: President

POLA /D jwmn;zms*r, INC.
7.
Flahesty

Name: Willtam L.
Title: Treasurer

POLAROJD ONLINE SERVICES, INC.

By: A//{//ﬂ Lf%

Néme: William L. Flahe
Title: Treasurer

POLAROID DRY IMAGING, LLC

By: POLAROID PARTNERS, INC,
Manager 2

.By:

Namé\William L.
Title: Treasurer

PMC, INC.

/

: William L.
Title: Presidant

ZZLM}N 21l

Name: William L. F’lah\c
Title: President

PRD INVESTMENT, INC.
rn

Title: Prcmdcm

SUB DE7‘ PARTNERS CORP.

By:

President

Title:






