UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK
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APPLICATION FOR ORDER APPROVING THE DEBTORS
AGREEMENT WITH EPIQ BANKRUPTCY SOLUTIONS/LLC
AND APPOINTING EPIQ BANKRUPTCY SOLUTIONS,LLC
ASAGENT OF THE COURT PURSUANT TO 28 U.S.C. § 156(c)

TO THE HONORABLE UNITED STATES BANKRUPTCY JUDGE:

The debtors and debtors in possession in the above-captioned cases (each a
“Debtor” and, collectively, the “Debtors’),* by and through their proposed counsel, Willkie Farr
& Gallagher LLP, respectfully represent:

BACKGROUND

1. On the date hereof (the “Petition Date”), Ampex Corporation
(“ Ampex”), Ampex Data Systems Corporation (“Data Systems’), and each of the other Debtors
filed avoluntary petition for relief under chapter 11 of title 11 of the United States Code (the

“Bankruptcy Code”). The Debtors intend to continue in the possession of their respective

properties and the management of their respective businesses as debtors in possession pursuant
to sections 1107 and 1108 of the Bankruptcy Code.? As of the date hereof, no official committee
of unsecured creditors has been appointed.

2. The Debtors are aleading innovator and licensor of visual information
technology. During their 63-year history, the Debtors have devel oped substantial proprietary

technology relating to the electronic storage, processing and retrieval of images and other data.

The last four digits of the taxpayer identification numbers of the Debtors follow in parentheses: (i) Ampex
Corporation (7696); (ii) Ampex Data Systems Corporation (2575); (iii) Ampex Data International
Corporation (0794); (iv) Ampex Finance Corporation (6720); (v) AFC Holdings Corporation (5726); (vi)
Ampex Holdings Corporation (5336); and (vii) Ampex International Sales Corporation (0866). Each of the
Debtors has amailing address of 1228 Douglas Avenue, Redwood City, California 94063.

The Debtors have nine foreign affiliates that are incorporated in seven countries; one each in the United
Kingdom, Japan, Belgium, Colombia, and Brazil, and two each in Germany and Mexico (collectively, the
“Foreign Affiliates"), respectively. With the exception of the Foreign Affiliates located in the United
Kingdom and Japan, none of the Foreign Affiliates conduct meaningful business activity. To date, none of
the Foreign Affiliates have commenced insolvency proceedingsin this country or abroad.
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Ampex currently owns approximately 370 patents and patent applications covering digital image
processing, digital image compression and recording technologies.

3. The Debtors’ licensing division generates revenues from granting licenses
covering avariety of technologies that were developed when the Debtors designed and
manufactured digital video tape recorders and special effects products used in the professional
television broadcast and post-production industries. Certain of the Debtors' patented innovations
developed for the professional markets have been adopted in consumer products years later.
Therefore, several manufacturers of consumer products have in the past paid royalties to Ampex.

4, One of the Debtors, Data Systems, develops and incorporates technol ogy
in the design and manufacture of high performance instrumentation recorders, principally used in
defense applications to gather digital images and other datafrom aircraft, satellites and
submarines. Data Systems’ products are used primarily by manufacturers of commercial aircraft
and U.S. and foreign military and intelligence agencies. In addition, Data Systems sells spare
parts for professional video recorders and other products that it previously manufactured and
marketed to companies involved in television production and post-production.

5. Ampex, the ultimate parent of the other Debtors, is a publicly-held
corporation, whose Class A Common Stock has been listed on the NASDAQ Capital Market
(formerly the NASDAQ SmallCap Market) since September 1, 2006, under the symbol
“AMPX."3

6. As of March 30, 2008, the Debtors had approximately $59.6 million of

outstanding funded indebtedness. Approximately, $6.9 million represents principal and interest

3 From June 24, 2005 to August 31, 2006, the Class A Common Stock was listed on the NASDAQ Global
Market (formerly the NASDAQ National Market). From November 21, 2003 to June 23, 2005, the Class A
Common Stock was listed for quotation on the OTC Bulletin Board under the symbol “AEXCA.”
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that has accrued under an indenture dated as of February 28, 2002 (as amended, the
“Indenture’), between Ampex, as Issuer, and U.S. Bank, National Association, as successor
trustee to State Street Bank and Trust Company, asinitial trustee. Pursuant to the Indenture,
Ampex issued 12% Senior Secured Notes due 2008 (the “ Senior Notes’), which are secured by
liens on certain collateral including Ampex’ srightsto receive al royalties, license fees and other
payments under certain licensing agreement. The remaining $52.7 million, as of March 30,
2008, of the Debtors' outstanding financing relates to pension obligations satisfied by Hillside
Capital Incorporated (“Hillside”), aformer affiliate of the Debtors. For the year ending
December 31, 2006, the Debtors reported total revenue of $35,921,000. As of December 31,
2007, the Debtors' unaudited balance sheet reflected total assets of $26,467,000 and total
ligbilities of $133,602,000.

7. Despite strong core businesses with positive cash flows, the payments
needed to satisfy legacy pension obligations, and the Debtors’ resulting obligations to Hillside,
overwhelm the Debtors' balance sheet. At the direction of Ampex’s Board of Directors,
management engaged in discussions with Hillside and, later, known major holders of the Senior
Notes to explore a consensual restructuring of the Debtors’ obligations.

8. These discussions were successful and culminated in the Joint Chapter 11
Plan of Reorganization for Ampex Corporation and Its Affiliated Debtors (as may be amended,
the “Plan”). If consummated, the restructuring transactions contemplated in the Plan will
substantially delever the Company and provide additional needed liquidity. Asevidenced by a
Plan Support Agreement, executed by Hillside and holders of in excess of a majority in amount

of the outstanding Senior Notes, the Plan has a broad base of support.



4196860_3

JURISDICTION

0. This Court has jurisdiction to consider this application (the
“Application”) pursuant to 28 U.S.C. 88 157 and 1334. Thisis acore proceeding pursuant to 28
U.S.C. §157(b). Venueis proper before this Court pursuant to 28 U.S.C. 88 1408 and 1409.
The statutory predicate for the relief requested herein is 28 U.S.C. 8§ 156(c) and Rule 2002 of the

Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules’).

SCOPE OF EPIQ'SSERVICES

10. By this Application, the Debtors seek to engage Epiq Bankruptcy
Solutions, LLC (*Epig”) to, among other things: (&) transmit certain notices (including the
notice of commencement of these cases, and the bar date notice with proof of claim forms); (b)
receive, docket, scan, maintain and photocopy claims filed against the Debtors; (C) assist the
Debtorsin the distribution of plan solicitation materials; (d) receive, review and tabulate ballots
cast in accordance with voting procedures approved by this Court; and (e) assist the Debtors with
certain administrative functions relating to their chapter 11 plan(s). The Debtors submit that if
Epiq is not engaged, the Debtors would be required to divert substantial resources from their
reorganization efforts to managing the claims process and implementing the plan solicitation
process.

11.  The Debtors believe that Epiq is particularly well-suited to perform the
foregoing tasks because Epiq is a data-processing firm whose principals and senior staff have
more than 15 years of in-depth experience in performing noticing, claims processing, claims
reconciliation and other administrative tasks for chapter 11 debtors. Epiq alsois experienced in
performing plan voting and distribution services, and other servicesrelating to itsrole asaclaims
and noticing agent. Epiq has been appointed to act as claims and noticing agent in many districts

throughout the United States, and is currently acting as claims and noticing agent in connection
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with many large chapter 11 cases including: American Home Mortgage Corporation, Tower

Automotive, Inc., Delta Air Lines, Inc., Northwest Airlines Corporation, Adelphia

Communications Corporation, 360Networks (USA), Inc., and KB Toys, Inc.

12.

Under the retention agreement between Epiqg and the Debtors, a copy of

which is annexed hereto as Exhibit A (the “Agreement”), it is anticipated that Epiq will perform

the following services as claims and noticing agent at the request of the Debtors or the office of

the Clerk of the United States Bankruptcy Court for the Southern District of New Y ork (the

“Clerk’s Office’):

assist the Debtors with preparation and distribution of all required
notices in these cases including, among others:

e anotice of the commencement of these chapter 11 cases and
theinitial meeting of creditors under section 341(a) of the
Bankruptcy Code;

e notice of claims bar dates,
e notice of objectionsto claims;

e notices of any hearings on the Debtors' disclosure statement
and confirmation of the Debtors' chapter 11 plan(s); and

e such other miscellaneous notices as the Debtors or the Court
may deem necessary or appropriate for the orderly
administration of these chapter 11 cases;

promptly after the service of a particular notice, file with the
Clerk’s Office a certificate or affidavit of service that includes: (i)
acopy of the notice served; (ii) alist of persons upon whom the
notice was served, along with their addresses; and (iii) the date and
manner of service;

receive, examine and maintain copies of all proofs of claim and
proofs of interest filed in these cases;

maintain official registersin each of the Debtors' cases by
docketing all proofs of claim and proofs of interest in the
applicable claims database that includes the following information
for each such claim or interest asserted:
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e the name and address of the claimant or interest holder and any
agent thereof, if the proof of claim or proof of interest was filed
by an agent;

e the date the proof of claim or proof of interest was received by
Epiq and/or the Court;

e the claim number assigned to the proof of claim or proof of
interest;

e the asserted amount and classification of the claim; and

o the applicable Debtor against which the claim or interest is
asserted;

implement necessary security measures to ensure the completeness
and integrity of the claims registers;

transmit to the Clerk’s Office a copy of the claims registers on a
weekly basis, unless requested by the Clerk’s Office on amore or
less frequent basis;

maintain an up-to-date mailing list for all entities that have filed
proofs of claim or proofs of interest and make the list available
upon request to the Clerk’ s Office or any party in interest;

provide access to the public for examination of copies of the proofs
of claim or proofs of interest filed in these cases without charge
during regular business hours,

record all transfers of claims pursuant to Bankruptcy Rule 3001(e)
and provide notice of the transfers as required by Bankruptcy
Rule 3001(e);

comply with applicable federal, state, municipal and local statutes,
ordinances, rules, regulations, orders and other requirements,

promptly comply with such further conditions and requirements as
the Clerk’ s Office or the Court may at any time prescribe;

provide such other claims processing, noticing, disbursing and
related administrative services as may be requested from time to time
by the Debtors, including, but not limited to, assisting in preparation
of the Debtors schedules and statements of financial affairs;

oversee the distribution of the applicable solicitation material to each
holder of aclaim against or interest in the Debtors,
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n. respond to mechanical and technical distribution and solicitation
inquiries;
0. receive, review and tabulate the ballots cast, and make

determinations with respect to each ballot asto itstimeliness,
compliance with the Bankruptcy Code, Bankruptcy Rules and
procedures ordered by this Court subject, if necessary, to review and
ultimate determination by the Court;

p. certify the results of the balloting to the Court; and

Q. perform such other related plan-solicitation services as may be
requested by the Debtors.

13. In addition to the foregoing, the Debtors seek to employ Epiq to assist
them with, among other things, certain data processing and ministerial administrative functions,
including:

a preparing their schedules, statements of financial affairs and
master creditor lists, and any amendments thereto; and

b. acting as solicitation and disbursing agent in connection with the
chapter 11 plan process.

14.  Asset forthin the Affidavit of Daniel McElhinney annexed hereto as
Exhibit B, Epiq believesit: (a) neither holds nor represents any interest adverse to the Debtors or
the Debtors' estates on matters for which it is to be retained; (b) has no prior connection with the
Debtors, their creditors or any other party in interest; and (c) isa“disinterested” person as such
term is defined in section 101(14) of the Bankruptcy Code.

15.  The Debtors propose to employ Epiq at the rates set forth in the
Agreement. The Debtors and Epiq have agreed (subject to the Court’ s authorization hereof) that
Epiq shall invoice the Debtors monthly for services rendered to the Debtors during the preceding
month. The Debtors believe the proposed rates to be charged by Epiq for the servicesto be
performed are reasonable and appropriate for services of this nature. Pursuant to section

503(b)(1)(A) of the Bankruptcy Code, the Debtors hereby request that the fees charged by Epiq,
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together with its necessary actual expenses, be deemed allowed as administrative expenses of the
Debtors' estates.

16. Epiq will continue to perform its duties until it is relieved of such service
by the Court. Specifically, in the event these cases are converted to cases under chapter 7 of the
Bankruptcy Code, Epiq requests that it continue to be paid for its services until the claimsfiled in
the chapter 11 cases have been completely processed, and that if claims agent representation is
necessary in the converted chapter 7 cases, Epiq will continue to be paid in accordance with 28
U.S.C. § 156(c) under the terms set forth herein.

17. If Epiq’'s services are terminated, Epiq shall perform its duties until a
complete transition of those duties to the Clerk’ s Office or any successor claims/noticing agent
occurs.

APPLICABLE LEGAL AUTHORITY

18. Bankruptcy Rule 2002 generally regulates which notices must be provided
to creditors and other partiesin interest in bankruptcy cases. In addition, Bankruptcy Rule 2002
provides that the Court may direct that some person other than the Clerk of the Court give notice
of the various matters described above.

19.  Also, 28 U.S.C. 8§ 156(c) expressly authorizes the use of non-court
services for noticing. It provides, in relevant part, as follows:

Any court may utilize ... services, either on or off the court’s
premises, which pertain to the provision of notices, dockets ... and
other administrative information ... to partiesin cases filed under
the provisions of title 11, ... where the costs of such ... services
are paid for out of the assets of the estate and are not charged to the
United States .... The utilization of such ... services shall be
subject to such conditions and limitations as the pertinent circuit
council may prescribe.
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20.  Theengagement of Epiq as the claims and noticing agent, therefore, is
expressly authorized under Bankruptcy Rule 2002 and 28 U.S.C. § 156(c).

21. For all of the foregoing reasons, the Debtors believe the retention of Epiq
as the claims and noticing agent in these cases is appropriate and in the best interests of the
Debtors and their respective estates, creditors, equity security holders and other partiesin
interest.

NOTICE

22. Notice of this Motion will be given to: (a) the United States Trustee for the
Southern District of New Y ork; (b) counsel to Hillside; (c) counsel to the Indenture Trustee; and
(d) the parties listed on the Debtors’ consolidated list of fifty (50) largest unsecured creditors.
The Debtors submit that, under the circumstances, no other or further noticeis required.

23. No previous application for the relief sought herein has been made to this
or any other court.

24. Because this Application raises no novel issues of law, and the authorities
relied upon herein are set forth above, the Debtors respectfully submit that the Application itself
satisfies the requirements of Rule 9013-1(b) of the Local Bankruptcy Rules of the Southern

District of New Y ork regarding the submission of a memorandum of law.
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