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UNITED STATES BANKRUPTCY COURT | ¥Ooo Spoy 2002
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

__________________________________________ x
In re: : Chapter 11
COMDISCO, INC., : Case No. 01-B-24795
: (Jointly Administered)
Debtors. : -
______________________________________________________ X i

FINAL APPLICATION OF LAZARD FRERES & CO. LLC (“LAZARD”) FOR '3
ALLOWANCE OF COMPENSATION AND REIMBURSEMENT OF EXPENSES
PURSUANT TO SECTIONS 330 AND 331 OF TIIE BANKRUPTCY CODE =~ -~ !

gy

S

=0

TO; THE HONORABLE RONAILD BARLIANT, SN
UNITED STATES BANKRUPTCY JUDGE:

Lavard Fréres & Co. LLC (*Lazard”), investment banker to the Official Committee of Unsecured
Creditors (the “Committec”™) in the above-referenced Chapter 11 case files its Final Application
for Allowance of Compensation and Reimbursement of Expenses (the “Final Application™) for
aggregatc monthly fees of $2,200,000.00 for financial advisory and investment banking services
as well as out-of-pocket expenses totaling $117,638.72 incurred during the period from July 27,
2001 though and including June 30, 2002 (the “Final Application Period™). As of the Date of
this Final Application, Lazard has reccived payments in the amount of $2,080.000.00 for
monthly fees and $104,971.64 for out-of-pocket expenscs. As a result, J.azard requests net
payment of $120,000.00 in monthly fees and $12,667.08 for out-of pocket expenses. 1n support
of this Motion, Lazard respectively states as follows:
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JURISDICTION

. This Court has jurisdiction over (hc subject matter of this Final Application pursuant to the
provisions of 28 U.S.C. Sections 1334 and 157, 11 U.S.C. Section 330 and Rule 2016 of the

Federal Rules of Bankrupiey Procedure.

CASE INFORMATION AND STATUS

On July 16, 2001 (the “Petition Date™), the Debtors filed separate voluntary petitions for
relief under Chapter 11 of Title 11 of the United States Code (the “Bankruptcy Code™) in the
United States Bankruptcy Court for Northemn District of lllinois, Eastern Division, thereby
commencing the above styled cases.

 The Debtors continue to operate their busincsses and manage their assets as debtors in
posscssion pursuant to 11 US.C. 8§ 1107(a) and 1108. No lrustee or examiner has been
appointed.

. On July 25, 2001, the United States Trustee’s Office appointed the Official Unsecured
Creditors Committee.  On July 27, 2001, the Committee selected Lazard as their financial
advisor in these cascs.

_ On October 19, 2001, the Committee submitted their Application for an Order Authorizing
the Emmployment and Retention of Lazard Fréres & Co. LLC, as Investment Banker to the
Official Committee for Unsecured Creditors Effective as of July 7, 2001 (the “Application™).
Applicant filed a staternent under rule 2014 of the Bankmptcy Rules and affidavit in support
of its retention (“Applicant’s Affidavit”). A copy of Applicant’s Affidavit is attached as

Exhibit A.
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By Order cntered January 24, 2002, this Court approved the reteption of Applicant as
investment banker to the Official Committee of Unsecured Creditors nunc pro unc 10 the
engagement letter and celated indemnification agrecment dated July 27, 2001. A copy of the
Order is attached as Exhibit B.

On July 17, 2001, this Court entercd an order cstablishing a procedure for interim
compensation and reimburscment of prof essionals. (the “Interim Fee Order”). A copy of the
Interim Fec Order is attached as Exhibit C. This application is submitted pursuant to the
terms of the Interim Fee Order.

Since July 27, 2001, Lavard has rendered prol cssional services Lo the Committee as requested
and as necessary and appropriaic in furtherance of the intercsts of the Debtors’ unsecured
creditors.  The variety and complexity of these cascs and the need 10 act or respond on an
expedited basis in funtherance of the Committee’s aeeds have required the expenditurc of
substantial time by personnel on an as-nceded basis. A morc descriptive explanation of
services provided and work done is set forth below.

Lazard has no agrecment of any Kind, express or implied, to divide with any other person or

entity any portion of the compensation sought ot to be received by it in these cases.

EMPLOYMENT INFORMAT 1ION

The Committee filed an Application for an Order Authorizing and Approving the
Employment  of Lazard to Provide Investmenl Banking Services (the “Retention
Application”™) on October 19, 2001. The original Engagement Letter Agreement is attached

hercto as Exhibit A.



11.

12.

14,

Case 01-24795 c 2894-1 File_d 08/30/02 Enter.9/03/02 00:00:00 Desc
Pleading Page 4 of 69

The Committee retained Lazard as their investment banker because of the firm’s experience
in working with financially troubled companics in financial restructurings in both out-of-
court and Chapter 11 reorganizations. Lazard’s Restructuring Group consists of an
experienced group of professionals dedicated to providing advisory services in the arca of
debt restructuring, business reorganizations, and mergers and acquisitions.  Lazard's
Restructuring Group has been involved in over 150 assignments since 1990 including both
out-of-court and Chapter 11 restructurings, representing over $200 billion in restructured
debt.  Lazard and its current professiomals have extensive experience working with
financially troubled companics in complex {inancial restructurings out of court and in chapter
i1 cases and have been involved as advisors to debtor, creditor and cquity constituencies and
povernment agencies in many  chapter 11 cases, including Worldcom, Adelphia
Communications, Owens Coming, Armstrong 1loldings, Fruit of the Loom, Budget, Safety-
Kleen, Locws Cincplex, Boston Chicken, Washington Group International and Sun
Healthcare.

On January 24, 2002, the Court entered its Order Authorizing and Approving the
Employment of Lazard to Provide Investment Banking Services to the Committee (the
“Retention Order”) thereby approving the retention of Lazard on the terms set forth in the

Application, as modificd at the Application hearing, nunc pro tnc 10 July 27, 2001.

Pursuant to its ipitial engagement agreement fee request, Lazard had sought to receive a

monthly cash fee of $200,000.00 payable each month during the term of the cngagement.
In making this fee request, Lazard has taken into account (a) the services outlined in the
Engagement Agreement, (b) the time spent in providing these services, and (c) the

competitive rate charged in the marketplace by investment banks for these services. The
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capital markets knowledge of Lazard cannot be quantified in hours nor can it be provided by
any other professional in this case. Our unique value added services are derived from our
investment in the investment grade debt, high yield debt and equity and convertible debt
markets. Our firm’s significant capital commitment in cach ot these markets allows us to

provide financial advice to the estate.

SUMMARY OF SERVICES RENDERED

. Lazard has devoted substantial resources to perform the scrvices rendered to the Committee.

Lazard’s work as financial advisor and investment banker encompassed many services to the
Committec. As sct forth in the Engapement Agreement filed with the Court on October 19,

2001, Lazard has agreed to provide the Committee the following specific services:

Services o be provided as per Engagement Agreement

To the extent it deems necessary, appropriate and feasible,
review and analyze the business, operations, propertics,
financial condition and prospects of the Company

Evaluate the Company's debt capacity in light of its
projected cash tlows

Assist in the determination of an appropriate capital
structure for the Company

Determine a range of values for the Company on a going
concern basis and on a liquidation basis

Advise and attend meetings of the Committee as well as
due diligence meetings with the Company

Review and provide an analysis of all proposed chapter 11
plans (as the same may bc modified from time to time, a
“Plan”) proposed by any party

Review, evaluate and assist, if necessary, the Company’s
sale efforts for vanous lines of busmess

In connection therewith, review and provide an analysis of
any new securities, other consideration or other
tnduccments to be offered and/or issued under the Plan
Assist the Committee and/or participate in negotiations
with the Company

Assist the Committee in preparing documentation within
our area of expertise required in connection with
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_suppotting or opposing the Plan
When and as requested by the Commuittee, render reports to
the Committce as the Investment Banker decms
appropriate under the circumstances
Participate, to the cxtent necessary, in hearnings betore the
Bankruptcy Court with respect to the matters upon which
the Investment Banker has provided advice, including, as
relevant, coordinating with the Committee’s counscl with
respect Lo testimony in connection therewith.

16. While it would be impractical and burdensome for the Court if the following summary set
forth an exhaunstive and detailed list of services rendered to the Committee, the following is
intended to highlight some of the more significant services performed by Lazard during the
Final Application period:

(a} Due Diligence Process

Larard performed due diligence of the Debtors™ business plan and financial posiuon and
continued o monitor the Debtors’ financial results on an on-going basis throughout the
engagement on behalf of the Committee. Tazard made frequent visits to the Debtor to
attend management meetings, creditor committee meetings and conduct due diligence.
Lazard met with members of semor management to discuss the Deblors™ busincss plan
and fnances. Lazard conducted reviews of materials provided by the Debtors and
Debtors” counsel and rclevant bankruptcy documents and filings. Specifically, Lazard
reviewed, analyzed and performed analyses on several iterations of the Debtors’ financial
and operating projections and assumptions for thc next several years relating to the
“keep” and “run-off” plans.
(b) Preparation of Financial Model
Lazard preparcd an extensive recovery analysis upon receipt of the offers for the leasing

businesses. This recovery analysis calculated the net cash provided by the offers,
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projected recovenes for propertics and equipment not included in the offers, and other
potential claims of and/or recovenies o the cstate. To preparc this analysis, Lazard
worked extensively with the Company’s advisors. Lazard presented several iterations of
the model to the creditors with a side-by-side analysis of the Debtors” Plan to sale
procesds,

(¢c) Discussioms with Other Interested Parties

Lazard played a key role in orchestrating M & A negotiations/discussions with buyers of
the leasing busincsses and maintains an ongoing dialogue. Several other potential
strategic partners and intercsted parties and their representatives contacted Lazard.
Lazard met and had telephonic conversations with representatives of several interested
parties on scveral occasions and provided those representatives with such non-
confidentizl information about the Debtors as was appropriate. Lavard assisted the
Committee in responding to and evaluating these and other inquiries that were received.

(d) Analysis of Business Plan Proposals

Lazard professionals reviewed and analyzed materials prepared by the Debtors and
Debtors” advisors concerning potential business plans. In order to cvalvate these
proposals, Lavzard analyzed the context in which the Debtors’ business plan would be
introduced. This was facilitated by Lazard’s regular dialogue with the Debtors’ advisors
and management tcam, and the side-by-side comparison of the Debtors’ Plan to sale
proceeds.

(e} Preparation_for and Participation in_Mectings and Calls with the Committee and

Commitiee’s Counsel
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Lazard professionals participated in humerous meetings and calls with the Committee on
both a scheduled and as-needed basis. Lazard performed extensive analysis and rescarch
in preparation for such meetings and rcported findings to the Committce. Lazard had
several meetings with the Commitlee Co-Chairmen outside the realm of the regular
meetings. Lazard advised the Committec on such matlers as: viability of the Debtors’
business plan, ability to finance the nmew busincss plan in the capital markets and
assessment of various strategic alternatives.

([} Preparation for and Participation in Meetings with the Debtors and Debtors” Counsel

Lazard professionals attended mectings and assisted in negotiations with the Debtors and
Debtors’ counsel on matters including management retention and severance, the Debtors’
DIP facility, and various other issues.

17. The financial services sel forth above were performed primarily by: Eric Hanson, Managing
Director; Frank (Terry) Savage, Managing Director; Danicl Aronson, Director; Dawvid
Schuster, Dircctor; Amer Baig, Associatc; Karan Sehgal, Senior Financial Analyst; Joseph
Dauenhauer, Financial Analyst; and other professionals, on an “as needed” basis of Lazard.
Eric Hanson, the team leader for this assignment, has over 17 years of investment banking
experience specializing in advising finance companies, leasing companics and commercial
banks, and has been assisted by Daniel Aronson who has over 13 years of restructuring
experience. The resumes of each of the primary Lazard professionals are provided m Exhibit
E.

REQUEST FOR ALLOWANCE OF COMPENSATION

18. During the Final Application Period, Lazard performed the advisory services outlined in the

Engagement Agrcement and summarized in paragraph 17 of this application. Lazard’s
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services were critically important in aiding and assisting the Commitlee 1n analyzng the
Debtor and its business plan and in evaluating the viability and feasibility of the Debtors’
business going forward.

Lazard respectfully asks for payment of an aggregate of $2,200,000.00 in advisory fees for
the Final Application Period, based upon (i) the financial advisory and investment banking
services rendered to the Committee, (ii) the competitive rate 1n the market for such financial
advisory services and (iii) the number of hours spent by the Lazard professionals on this
assignment.  As of the Date of this Final Application, Lazard has reccived payments in the
amount of $2,080,000.00. As a rcsult, Lazard requests net payment of $120,000.00 in

monthly fees.

Lazard’s monthly fee request is consistent with the fees Lazard and other investment banks

are currently receiving in other Chapter 11 cases.

REQUEST FOR REIMEURSEMENT OF EXPENSES

Lazard also respectfully requests allowance of its actual and necessary out-of-pocket
expenses imcurred in connection with its performance of services for the Committce during in
the Final Apphication Period. During this time period, Lazard incurred out-of-pocket
expenses totaling $117,638.72, This amount includes an adjustment regarding an expense
inquiry from the Fee Review Committec appointed in this case as detailed in the Summary of
Monthly Fees and Expenses attached hereto as Exhibit D. As of the Date of this Final
Application, Lazard has received payments in the amount of $104,971.64 for out-of-pocket
expenscs. As a rcsult, Lazard is requests net payment of $12,667.08 for out-of pocket

EXpenses.
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ALLOWANCE OF COMPENSATION AND REIMBURSEMENT OF EXPENSES

Lazard respectfully submils that the compensation requested for services rendered to the
Committee is fully justified and rcasonable based upon {(a) the complexity of the issucs
presented, (b) the time and labor required, (¢} the skill necessary to perform the financial
advisory scrvices, (d) the preclusion of other employment, (¢) the employment of proprictary
knowledge and expenence with respect to the wirgless industry and capital markets and (f)
the customary fees charged to clients in bankruptcy and non-bankruptcy situations.

Lazard respectfully submits that the services it has rendered to the Committee have been
necessary and in the best interest of the Committee and have furthered the goals of all parties
in interest. Lazard respectfully submits that under all of the criteria normally examined in
Chapter 11 reorgamization cases, the compensation requesied by Lazard is reasonable in light
of the work performed by Lazard in these cases.

Lazard respectfully asks for payment of an aggregate of $2,200,000.00 in advisory fces for
the Final Application Period, based upon (1) the financtal advisory and investment banking
services rendered to the Committee, (11) the competitive rate in the market for such financial
advisory services and (iii) the number of hours spent by the Lazard professionals on this
assignment.

Lazard respectfully requests allowance of its out-of-pocket expenses incurred in conmection
with its performance of services for the Final Application Period in the aggregate amount of

$117,638.72.
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Lazard has had to fund all of the expenses sought hereby before seeking reimbursement,
Lazard includes in this application only thosc items of cxpensc that it customarily charges its
client, and which are not otherwise absorbed in Larzard’s overhead.

With respect to expenses, 1t should be noted that Lazard has absorbed certain expenses
customarily charged by other professionals in bankruptey cases. For example, Lazard does
not allocate office telephontc charges by clhient and thus thesce costs are absorbed by Lazard in
its overhead and not charged to the Debtors’ estate.

Lazard respectiully submits that the expenses for which it seeks allowance during the Final
Application Period are necessary and reasonable both in scope and amount.

No prior application for the relief requested herein has been made.

The amount of fees and expenses sought in this application and Lazard’s billing processes are

consistent with market practices both in and out of a bankruptcy context.

. All professional services for which Lazard requests compensation were performed on behalf

of the Commitiee during the case and were not rendered on behalf of any other person.
Lazard's services were not duplicative of serviccs by other advisors engaged in these
proceedings. Further, Lazard provided investment banking capabilities including merger and
acquisition and capital markets expertise which were not provided by other professionals in
this case.

There is no agreement or understanding between Lazard and any other person for the share of
compensation received or to be received for services rendered in connection with these

proceedings.
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CONCLUSION

WHEREFORE, Lazard respectfully requests the Court to:
{a) Approve the allowance and payment of Lazard’s fces and cxpenses for the Final

Application Period as follows:

Total Fees Requested $2,200,000.00
Out-of-pocket Expenses Requested $117,638.72
Total Amount Requested, Final Application $2,.317.826.09
Less: Total Amounts Paid to Date ($2,184.971.64)
Net Amount Requested: . $132.667.08

{b} Authorize and direct the Debtors to pay Lazard’s approved fees and expenses;

{¢) Grant such other and further reliet as this Court deems just and proper.

Dated: New York, New York
August X, 2002
LAZARD FRERES & CO. LLC
Invest t Banker to the Committee

30 Rockefeller Plaza, 6 1% Floor
New York, New York 10020
Tel:(212) 632-6996

Fax:(212) 332-1748
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UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

ctal,

Chapter 11
Case No. 01-B-24795

(Jointly Administered)

(‘03/02 00:00:00 Desc

DECLARATION OF DANIEL M. ARONSON IN SUPPORT FINAL APPLICATIONOF
LAZARD FRERES & CO. LLC (“LAZARD”) FOR ALLOWANCE

OF COMPENSATION AND REIMBURSEMENT OF EXPENSES PURSUANT ip
SECTIONS 330 AND 331 OF THE BANKRUPTCY CODE -

DANIEL M. ARONSON, being duly sworn, deposcs and says:

kf] iy

L. 1am a Director of the firm Lazard Fréres & Co. LLC (“Lazard™), which has offices at

30 Rockefeller Plaza, New York, New York 10020, and nincteen other locations worldwide,

Lazard has acted as investment banker to and rendered professional serviees on behalf of the

Official Committee of Unsecured Creditors (the “Committee™) in the above-referenced Chapter

11 case.

2. This affidavit is submitted pursuant to Bankruptcy Code Rule 2016 in connection with

Lazard’s Final Application for an Allowance of Interim Compensation for Services Rendered 1o

the Committee for the perdod July 27, 2001 to June 30, 2002 in the aggregate amount of

$2,200,000.00 and approval of reimbursement of out-of-pocket cxpenses incurred from July 27,

2001 through and including June 30, 2002 in the aggregate amount of $117,638.72.
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3. All of the services for which compensation is sought by Lazard were performed for

and on behalfl of the Committee and not on behail of any other person.

4. No agreement or understanding exists between Lazard and any other entity for the

sharing of compensation received or to be received for services rendered in or in connection with

thesc cases.

¥niel M. Aronson
Director

Sworn to before this 2.7 day of August 2002

Notary Public————

HANNA MURNANE
Notary Public, S1ate of New York
No. 41-4729327
Qualified In Queans County
Commission Expiras March 30, 20,
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CERTIFICATION PURSUANT TO ADMINISTRATIVE ORDER UNDER 11 US.C §§
105 (a) AND 331 ESTABLISHING PROCEDURE FOR INTERIM COMPENSATION
AND REIMBURSEMENT OF EXPENSES FOR PROFESSIONALS
I have read the Final Apphication of Lazard Fréres & Co. LLC ("Lazard”) for Allowance

of Final Compensation and Rcimbursement of Expenses for the Period from July 27, 2001 to

June 30, 2002.

To the best of my knowledge, information and belief, formed after reasonable inguiry, the
Application complies substantially with the mandatory guidelines sct forth in the Administrative
Order 11 1.S.C. 8§ 105 (a) and 331 Establishing Procedure For Interim Compensation and

Reimbursement Of Expenscs For Professionals (the “Procedures™).

To the best of my knowledge, information and belief, formed after rcasonable inquiry, the
fees and disburscments sought in the Application fall within the guidelines of the Procedures,

except as specifically noted in this certification and in the Application.

To the best of my knowledge, information and belief, formed after reasonable inquiry, the
fees and disbursements sought are billed in accordance with the practices customarily employed

by Lazard and generally accepted by Lazard’s clients.

To the best of my knowledge, information and belief, formed after reasonable inquiry; in
providing rcimbursable services, Lazard docs not make a profit on these services; in charging for
a particular service, Lazard does not include in the amount for which rcimbursement is sought

the amortization of the cost of any investment, equipment or capital outlay; in seeking
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reimbursement for services which Lazard justitiably purchased or contracted from a third party,

[azard seeks rcimbursement only for the amount paid by Lazard to such vendor.

Dated: New York, New York
August ___, 2002
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EXHIBIT A

Retention Application and Related Documents
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IN THE UNITED STATES BANKRUPTCY COURT ey 5}“';?44-;,«# ' B
FOR THE NORHTERN DISTRICT OF ILLINOIS oy HT GETCF o
EASTERN DIVISION Mgy, g 5 Ay U,
He dgy
Pg my 04
. ' RE'p HD’V&’
: CaseNo.  01-24795 A A CI-E'
Inre ‘ : SW Rk
COMDISCO INC., . (Jointly Administered)
et. al. : Chapter 11
Dettors.

- Hon. Ronald Barliant

APPLICATION FOR ORDER APPROVING RETENTION OF
LAZARD FRERES & CO. LLC
AS INVESTMENT BANKER FOR OFFICIAL
COMMITTEE OF UNSECURED CREDITORS

TO THE HONORABLE RONALD BARLIANT,
UNITED STATES BANKRUPTCY COURT JUDGE:

The Official Committee of Unsecured Creditors (the “Commitiee™) of Comdisco,
Inc. et al, (collectively, the “Debtors”™) hereby applies, pursuant to section 1103 (a) and
328 (a) of the Bank:uptﬁy Code, for an order authorizing the retention and employment
of Lazard Fréres & Co. LLC (*Lazard”) as its investment banker herein, and in support of
such application respectfully represents as follows:

Background
1. OnJuly 16, 2001 (the “Petition Date™), the Debtors filed voluntary

petitions for relief under Chapter 11 of the Bankruptcy Code. On July 17, 2001, the
Court entered an order consolidating the Debtors’ cases for procedural purposes only.
Tﬁe Debtors continve to operate their businesses and manage their property as debtors in

possession pursuant 16 sections 1107(a) and 1108 of the Bankruptcy Code,

er?C
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2. On Mly 25, 2001, the United States Trustec appointed the Committee.
The Committee is comprised of the following eight members:

Wells Fargo Bank Minnesota, N.A_, as Indenture Trustee
Mizuho Trust & Banking (USA)

PPM America, Inc.

Bank of America, N.A.

Citibank, N.A.

Royal Bank of Scotland Group

Yerizon

Credit Lyonnais

3, Oninformation and belief, the Debtors have not incurred material secured
indebtedness. Accordingly, the Committee represents substantially all of the
indebtedness of the Debtors.

4. The Committee voted to retain the investment banking firm of Lazard as
of July 27, 2001.

5. The Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 157
and 1334. This is a core proceeding pursvant to 28 U.B.C_ § 157(b)(2).

Relief Requested

6. This Application is made by the Committee for an Order, pursuant to
Bankruptcy Code 1103 and 328 and Bankruptcy Rule 2014, anthorizing and approving
the retention of Lazard as investment banker to the Committe¢. The Committee has
retained Emst & Young LLP (“EY™) as its financial advisor in these chapter 11
proceedings, Lazard and EY will coordinate their efforts to avoid duplication of the
services to be provided to the Committee by their respective firms.

7. The Committee respectfully requests that this Court authorize the retention
of Lazard as of July 27, 2001, punc pro tunc, as Lazard commenced work on several

matters requiring immediate attention in connection with the Debtors’ chapter 11 cases,
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including reviewing bids for certain assets of the Debtors and reviewing bid procedures
to encourage a competitive auction for those assets.

8 Lazard is an investment banking firm and is a registered broker-dealer and
investment adviser with the United States Securities and Exchange Commission. [.azard
is also a member of the New York, American and Chicago Stock Exchanges, the National
Association of Securitics Dealers and the STPC. Lazard was founded in New Orleans,
Louisiana in 1848. Today, Lazard is a private firm, has approximately 1,700 employees
and operates out of 25 offices in 16 countries. Lazard maintains U.S. offices in New
York, Chicage and San Francisco.

9. Lazard provides a broad range of corporate advisory services to iis clients,
including services pertaining to: (i) general financial advice, (ii) mergers, acquisitions,
and divestitures, (iii) special committee assignments, (iv) takeover defense, and (v}
corporate restructuring. Lazard also provides underwriting services for corporations and
performs research, sales and trading functions for certain securities including equities,
debt and options. Lazard underwrites equity, investment grade debt, high yield debt and
convertible debt through both public and private placements. Lazard also structures
project finance transactions.

10. The Committee seeks to retain Lazard as their investment banker because,
among other things, (i) Lazard and its senior professionals have an excellent reputation
for providing high quality investment banking services in bankruptcy rebrganfmtions and
other debt restructurings, (i) Lazard has knowledge of the Debtors' financial and business
operations and {iii) Lazard has industry expertise in the financial institutions sector. In

addition to Lazard’s understanding of the Debtors’ financial history and the industry in
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which the Debtors operate, Lazard and its senior professionals have extensive experience
in the reorganization and restructuring of troubled companies, both out-of-court and in
chapter 11 proceedings. The employees of Lazard have advised debtors, creditors, equity
constituencies and government agencies in many reorganizations. Since 1990, these
professionals have been invoived in over 100 restructurings representing over $150
billion in restructured debt. The professionals of Lazard have been employed as
investment bankers in a number of troubled company situations, including, among others,
Finova, NextWave, Amstrong Worldwide Industries, Owens Coming, Marvel
Entertainment, Boston Chicken, Daewoo Corporation, American Pad & Paper, Safety-
Kleen and Stone & Webster. Thus, the Committee believes that Lazard is qualified to
perform the work required of it in these chapter 11 cases.

11. If this Application is approved, the professional services, more fully
described in the engagement letter dated July 27, 2001, annexed hereto as Exhibit A (the
“Lazard Agreement”) and incorporated herein, which Lazard will be required to render to
the Clomminee are expected to include, without limitation, the following:

a) To the extent it deems necessary, appropriate and feasible, review and
analyze the business, operations, properties, financial condition and
prospects of the Company;

b) Evaluate the Company’s debt capacity in light of its projected cash
flows

¢) Assist in the determination of an appropriate capital structure for the
Company;

d) Determine a range of values for the Companjr on a going concern basis
and on a liquidation basis;

£) Advise and attend meetings of the Committec as well as dve diligence
meetings with the Company;
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Review and provide an analysis of all proposed chapter 11 plans (as
the same may be modified from time to time, a “Plan™) proposed by
any party;

Review, evaluate and assist, if necessary, the Company’s sale efforts
for vanious lines of busincss;

In connection therewith, review and provide an analvsis of any new
securities, other consideration or other inducements to be offered
and/or izsued under the Plan;

Agsist the Committee and/or participate in negotiations with the
Company;

Assist the Commitiee in preparing documentation within our area of
expertise required in connection with supporting or opposing the Plan;

When and as requested by the Committee, render reporis to the
Committee as the Investment Banker deems appropriate vnder the
circumstances; and

Participate, to the extent necessary, in bearings before the Bankruptcy
Court with respect to the matters upon which the Investment Banker
has provided advice, including, as relevant, coordinating with the
Committee’s covnsel with respect to testimony in connection
therewith.

Lazard is Disinterested

12, To the best of the Commitiee’s knowledge, information, and belief,

Lazard has o connection with, and holds no interest adverse to, the Debtors, their

creditors, or any other party in interest, or their respective attorneys or accountants, or the

Office of the United States Trustee or any person employed in the Office of the United

Siates Trustee, in the matters for which Lazard is proposed to be retained except as

disclosed in the Hanson Affidavit.

13. To the best of the Committee’s knowledge, Lazard is a "disinterested

person”, as such term is defined in section 101(14) of the Bankruptcy Code and as

required under section 327(a) of the Bankruptcy Code. The Hanson Affidavit, exccuted
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on behalf of Lazard in accordance with section 327(a) of the Bankruptey Code and
Bankruptcy Rule 2014, is filed contemporaneously herewith as Exhibit B. The
Committee’s knowledge, information, and belief regarding the matters set forth in this
Application are based on, and are made in reliance upon, the Hanson Affidavit.

14. The Committee submits that the appointment of Lazard on the terms and
conditions set forth herein is in the best interests of the Debtor’s estates, their creditors
and all parties-in-interest.

Terms of Retention

15. As explained below, the Committee has determined that Lazard’s
compensation should depend directly upon the recoveries achieved by unsecured
creditors in these cases.

16. The Committee believes that tying professional compensation directly to
the uitimate retorn 1o creditoﬁ on a present value basis presents the most efficient
mechanism to obtain the services needed to maximize that return to creditors.
Accordingly, as explained below, the Committee has determined that Lazard’s
compensation should depend directly upon the recoveries achieved by unsecured
creditors in these cases.

17. Lazard will bill for its services at $200,000 per month (the “Monthly
Advisory Fee”) plus reimbursement for its actual and NECESSAry eXpenses. Lazard wil)
also be compensated with a contingent Incentive Fee (the “Incentive Fee™) based on the
vatue of the distribuﬁons paid to unsecured creditors in th:éc cases. |

18. Distributions made in the form of cash present no valuation issne;

distributions in the form of securitics would be valued based on the average trading pricc
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of those securities for 20 tading days after the Debtors emerge from bankruptey.
Distributions received from litigation recoveries or other miscellaneous sources will be
valued on receipt.

19. No Incentive Fee would be payable if creditor recovenes did not exceed
85%. On the other hand, the maximum Incentive Fee achievable would be $5.0 million.
The max‘immn Incentive Fee will be eamed when creditor recoveries meet or exceed 99%
of their total claims. Lazard receives no incremental payment for recoveries surpassing
this level. Between those extremes, the Incentive Fee would be computed by

interpolating in between the amounts specified below (on a pro rata basis).

Recovery (sxu)e) Incremental Lazard  Cumulative Lazard
of Unsecured Creditors Incentive Fce Incentive Fee

86% - 91% $0k - $725k $725k
21% - 94% 870k 1,595k
04% - 06% 1,160k 2,755k
926% - 98% 1,450k 4,205k
98% - 99% 795k 5,000k

99% and Above 0k 5,000k

All Monthly Advisory Fees in excess of the first six (6) payments of the Monthly
Advisory Fee will be credited against the Incentive Fee. In the event that the sum of the
Incentive Fee plus all Monthly Advisory Fees exceeds $3.5 million, all Monthly
Advisory Fees, including the first six (6} payments of the Monthly Advisory Fee, will be
credited against the Incentive Fee, provided however, that such crediting shall not result
ina tcﬁal fee (defined as the sum of the Incentive Fee and all non-credited Monthly

Advisory Fees) to Lazard of Jess than $3.5 million. In no event will the aggregate
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Monthly Advisory Fees and Incentive Fee |, as modified by the crediting provisions
described above, exceed $5 million.

Basis for the Terms of the Lazard Retention

20. The overall compensation structure described above is comparable to
compensation generally charged by investment banking firms of similar stature to Lazard
and for comparable engagements, both in and out of court.

21. The hours worked, the results achieved and the ultimate benefit to the
Committes of the work performed by Lazard in connection with this engagement may
vary and the Committec and Lazard have taken this into account in setting the above fees.
In order to induce Lazard to de business with the Committce 1n bankruptcy, the fees were
set against difficulty of the assignment and the potentia) for failure. |

22. The Committee acknowledges and agrees that Lazard’s restructuring
expertise as well as its capital markets knowledge, financing skills and mergers and
acquisitions capabilities, some or all of which may be required by the Commiitee during
the term of Lazard’s engagement hereunder, were important factors in determining the
amount of the Monthly Advisory Fee and the Incentive Fee and that the ultimate benefit
to the Committee of Lazard’s services hereunder could not be measured merely by
reference to the number of hours to be cxpended by Lazard’s professionals in the
performance of such services.

23. The Commitice also acknowledges and agrees that the Incentive Fee has
been agreed upen by the parties in anticipation that a substantial commitment of
professional time and effort will be required of Lazard and 1ts professionals hereundcr,

and in Iight of the fact that such commitment may foreclose other opportunities for
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Iazard and that the actual ime and commitment required of Lazard and its professionals
to perform its services hereunder may vary sui:vstantially from week to week or month to
month, creating “peak load” issues for the firm.

24. In addition, given the numerous issues which Lazard may be required to
address in the performance of its services hereunder, Lazard™s commitiment to the
variable level of time and effort necessary to address all such issues as they anise, and the
market prices for Lazard’s services for engagements of this nature in an out-of-court
context, the Committee agrees that the fee arrangements hereunder (including the
Incentive Fee and Monthly Advisory Fee) are reasonable under the standards set forth in
section 330 of the Bankruptcy Code.

25. Lazard will also seek reimbursement for reasonable out-of-pocket
expenses incurred in connection with this engagement.

26. As part of the compensation payable to Lazard under the terms of the
Lazard Agreement, the Committee has agreed to certain indemnification and contribution
obligations as described in Addendum A to the Lazard Agreement.

27. The economic structure of the Lazard Agreement, including the fees,
reimbursement of expenses and indemnification provisions, is typical of the arrangements
entered into by Lazard and other investment banks in matters of this type.

Fee Applications

78. The Committee is advised by Lazard that it is not the gencral practice of

investent banking firms to keep detailed time records similar to those customarily kept

by attorneys.
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29. Pursuant to sections 330 and 331 of the Bankruptcy Code, applicable
Federal Rules of Bankmptcy Procedure (“Bankruptcy Rules™), local rules and orders of
the Court (the “Local Rules™), Lazard will file interim and final applications for
allowance of its fees and expenses in respect of its services. Lazard will provide time
detail in a summary format,

Notice

30. Notice of this application has been given to the United States Trustee for
the Northern District of Tllinois and to the Debtors in these cases. The Committee
submits that no further notice is necessary.

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

WHEREFORE, the Commnittee respectfully requests that this Court enter the

affixed order and grant such other and further relief as is just.
Dated: October 19, 2001

THE OFFICIAL COMMITTEE OF UNSECURED
CREDITORS OF COMDISCD_,}NC., ET AL.

By: [//L,Zécm/ /é‘wéh

By Coyhsel on behalf of the Committee

Gardner, Carton & Dounglas
- William J. Barrett (6206424)
321 N. Clark St., Ste. 3400
Chicago, IL 606104795
Telephone: 312-644-3000
Favsimile: 312-644-33381

Wachtell, Lipton, Rosen & Katz

Chaim J. Fortgang

Richard G. Mason

51 West 52™ Street

New York, NY 10019-6150)

Telephone: 212-403-1000

Facsimile; 212-403-2000 CHBLNZIMMT]
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As of July 27, 2001

Wachtell, Lipton, Rosen & Katz
5T West 52™ Street
MNew York, NY 10019

Attention: Chaim Fortgang, Esq.

Dear Mr. Fortgang:

This letter confirms the terms under which the Official Committee of Unsecured
Creditors of the Comdisco, Inc. {the “Committec™) has engaged Larard Fréres & Co.
LLC (the “Investment Banker™) on an exclusive basis as its Investment Banker with
respect 1o a possible Restructuring (as defined below), and with respect to such other
financial and investment banking matters as to which the Committee and the Investment
Banker may agrce in writing during the term of this engagement. For purposes hereof,
the term “Company” means Comdisco, Inc. apd its subsidiaries collectively and includes
affiliates of the Company and any entity formed or invested in to consurhmate a
Restructuring, and shall also include any successor 1o or assignee of all or substantially
all of the assets and/or business of the Company, whether pursuant to a Plan (as defined
below) or otherwise. If appropriate in conmection with performing its services for the
Committee hereunder, the Investment Banker may utilize the services of one or more of
its affiliates. in which case references herein to the Investment Banker shall include such
affiliates.

The Company has filed a petition under chapter 11 of title 11 of the United States Code,
I} US.C. Sections 101 ¢t seq. (the “Bankruptcy Code™). Upon approval of the
bankruptcy court having jurisdiction over the Company’s chapter 11 cases (the
“Bankruptcy Court™, the Company. in its capacity as debtor in possession and
representative of ils chapter 11 estate (in such capacity, the “Estate”™) shall be responsible
for the fees, costs and indemnification obligations contained in this Agrecment.

1. Scope of Services, The Investment Banker, as exclusive Investment Banker to the
Commitiee, shall perform the following Investment Banking services:

A.  General Investment Banking Services. The Investment Banker shall, in
each case if requested by the Committee:
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To 1he extent it deems necessary, appropriate and feasible, review
and analyze the business, opemtions, properties, financial
condition and prospects of the Company,

Evaluate the Company’s debt capacitjf in light of its projected cash
1lows

Assist in the determination of an appropriate capital structure for
the Company;

Determine a range of values for the Company on a going concem
hasis and on a liquidation basis;

Advise and attend meetings of the Commitiee as well as due
dJiligence meetings with the Company;

Review and provide an analysis of all proposed chapter 11 plans
(as the same may be modified from time to time, a “Plan”)
proposed by any party;

Review, evaluate and assist, if necessary, the Company’s sale
efforts for various lines of business;

In connection therewith, review and provide an analysis of any
new securities, other consideration or other inducements to be
offered and/or issucd under the Plan;

Assist the Committee and/or participate in negotiations with the
Company;

Assist the Committee in preparing documentation within our area
of expertise required in connection with supporting or opposing the
Plan;

When and as requested by the Commiites, render reporis to the
Comunittee as the Investment Banker deems appropriate under the
circumstances;, and

Participate, to the exient necessary, in hearings before the
Bankruptcy Court with respect to the matters upon which the
Investment Banker has provided advice, including, as relevant,
coordinating with the Committee’s counsel with respect o
testimony in connection therewith.

2
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The Committee is not engaging the Investment Banker for any other services. If
other services are required, any retention of the Investment Banker would be
poverned by a separate engagement letter. Nothing in this agreement is intended
10 obligate or commit Lazard or any of its affiliates to provide any service other
than those set forth above.

In rendering its services to the Committee hereunder, the Investment Banker is not
assuming any responsibility for the Commitiee’s or the Company's underlying
business decision to pursue (or not to pursue} any business strategy or 10 effect (or
not to effect) any Restructuring transaction. The Committee and the Company
agrecs that the Investment Banker shall not have any obligation or responsibility
to provide accounting, audit, “crisis management,” or business consultant services
for the Company and shall have no responsibility for designing or implementing
operating, organizational, administrative, cash management or liquidity
improvements, or to provide any faimess opinicns. The Committes and the
Company confirm that they will rely on their own counsel, accountants and other
similar expert advisors for legal, accounting, tax and other similar advice.

Compensation. As compensation for services rendered under this agreement the
Company will pay Lazard the following cash fees:

A. Monthly Advisory Fee. A monthly Investment Banker fee of £200,000
(the “Monthly Advisory Fee™), which shail be due and paid by the
Company on the first business day of each month during the term of this
engagement nun¢ pro tunc to July 27, 2001,

B. Incentive Fee. [f during the term of this engagement or within the
cighteen full months following the termination of this cngagement
(including the term of this engagement, the “Tee Period™), a Restructuring
is consummated, the Investment Banker shall be entitled fo recéive an
additional transaction fee (the “Incentive Fee™) payable at the closing
thereof (or, if securities are distnibuted, promptly following the 20"
business day following such distribution of securities), as set forth on
Exhibit A hereto.

All Monthly Advisory Fees paid in excess of the first six (6) payments of the
Monthly Advisory Fee will be credited against the Incentive Fee. In the event that
the sum of the Jncentive Fee plus all Monthly Advisory Fees exceeds $3.5
million, all Monthly Advisory Fees paid, including the first six (6) payments of
the Monthly Advisory Fee, will be credited against the Incentive Fee, provided
however, that such crediting shall not result in a total fee (defined as the sum of
the Incentive Fee and all non-credited Monthly Advisoty Fees) to Lazard of less
than $3.5 million.
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In no event will the aggregate payments to Lazard under II(A) and II(B) above, as
modified by the crediting provisions in the preceding paragraph, be greater than
$5.0 million.

For purposes of this agreement, the term “Restructuring”™ shall mean any
recapitalization or restructuring (including, without limitation, through any
exchange, conversion, cancellation, forgiveness, retirement refinancing or
repurchase and/or a material modification or amendment 1o the terms, conditions
or covenants thereof) of the Company's equity and/or debt securities and/or other
indebtedness, obligations or liabilities (including, wathout limitation, preferred
stock, partnership interests, lease obligations, trade credit facilities and other
contract or tort obligations), including pursuant ta an exchange transaction, a Plan
or a solicitation of consents, waivers, acceptances or authorizations.

Hl.  Out-of-Pocket Expenses. In addition to any fees payable by the Company to the
Investrnest Banker hereunder, the Company shall, whether or not any transaction
contemplated by this agreement shall be proposed or consummated, retmburse the
Investment Banker on a monthly basis for its travel and other reasonable out-of-
pocket expenses (including ail fees, disbursements and other charges of counsel to
be retained by the Jnvestment Banker, and of other consultants and advisors
retained by the Investment Banker with the Company's consent) incumed in
connection with, or arising out of the Investrnent Banker's activities under or
comemplated by this engagement.

IV.  Indemnification. The Company agrees to indemnify the Investment Banker and
certain Telated persons in accordance with the indemnification provisions
(“Indemmmification Provisions™) attached to this agreement. Such Indemnification
Provisions are an integral part of this agreement, and the terms thereof are
incorporated by reference herein. Such Indemnification Provisions shall survive
any termination or completion of the Investment Banker's engagement hereunder.
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Provisjion of Information. The Company shall make available to the Investment
Banker all information concerning the business, assets, operations, financial
condition and prospects of the Company that the Investment Banker reasonably
requests in connection with the services lo be performed for the Committee
hereunder and shall provide the Investment Banker with reasonable access to the
Company's officers, directors, employees, independent accountants, counsel and
other advisors and agents as the Investment Banker deems appropriate.  The
Committec and the Company recognize and confirm that in advising the
Committee and completing its engagement hereunder, the Investment Banker will
be using and relying on publicly available information and on data, material and
other information furnished to the Investment Banker by the Company and other
parties. It is understood that in performing under this engagement, the Investment
Banker may assumne and rely wpon the accuracy and completeness of, and is not
assuming any responsibility for independent verification of, such publicly
available information and the other information so furnished.

Limitation of Liability. The Company and the Committee agree that none of the

Investment Banker, its affiliates or their respective directors, officers, agents,
employees and controlling persons, or any of their respective successors of
assigns ("Covered Persons”) shall have any lability to the Company or the
Committee for or in connection with this engagement or any transactions or
conduct in connection therewith except to the extent that any loss, claim, damage,
liability or expense is found by a court of competent jurisdiction in a judgment
which has become final in that it is no longer subject to appeal or review to have
resulted primarily from such Covered Person’s bad faith or gross negligence.

Termination. This agreement and the Investment Banker's engagement hereunder
may be terminated by either the Committee or the Investment Banker at any time,
upon 30 days prior writicn notice thereof to the other party, provided, however,
that (a) termination of the Investment Banker's engagement hercunder shall not
affect the Company's continuing obfigation to indemnify the Investment Barker
and certain related persons as provided for in this agreement, and its continuing
obligations and agreements under paragraphs 11, 111, 1V, VI, VI, VI, X, XI, XII,.
X1, XIV, XV, XVYI and XVII hereof, (b) notwithstanding any such termipation,
the Investment Banker, shall be cntitled to the full fees in the amounts and at the
times provided for in paragraph Il hereof, and (c)amy termination of the
Investment Bankers engagement bereunder shall not affect the Company's
obligation to reimburse expenses incutred prior 10 such termination as provided in
paragraph III hereof.
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Independent Contractor. The Investment Banker has been retained under this
agreement as an independent contractor with no fiduciary or agency relationship
to the Company or the Committee or to any other party. The advice (oral or
written) rendered by the Investment Banker pursuant to 1his agreemcnt is intended
solely for the benefit and use of the Committee in considering the matters to
which this agreement relates, and the Committee agrees that such advice may not
be relied upen by any other person or entity, used for any other purpose or
reproduced, disseminated, quoted or referred to at any time, in any manner for any
purpase, nor shall any public references to the Investment Banker be made by the
Committee or the Company, without the prior written consent of the Investment
Banker.

Credit. The Committee and the Company agree that the Investment Banker shall
have the right to place advertisements in financial and other newspapers and
journals at its own expense describing its services to the Company hereunder;
provided that the Investment Banker will submit a copy of any such advertisement
lo the Committee and the Company for its approval, which approval shall not be
unreasonably withheld or delayed.

Retention and Other Matters Related to Chapter 11 Proceeding. The Committee
acknowledges and agrees that the Investment Banker’'s restructuring expertise as
well as its capital markets knowledge, financing skills and mergers and
acquisitions capabilitics, some or all of which may be required by the Committee
during the term of Investment Banker’s engagement hercunder, were important
factors in determining the amount of the Monthly Advisory Fee, the Incentive Fee
and that the ultimate benefit to the Committee of the Investment Banker's services
hereunder could not be measured merely by reference to the number of hours to
be expended by the Investment Banker’s professionals in the performance of such
services. The Committec also acknowledges and agrees that the Incentive Fee has
been agreed upon by the parties in amicipation that a substantial commitment of
professional time and effort will be required of the Investment Banker and its
professionals bereunder, and in light of the facl that such commitment may
foreclose other opportunities for the Tnvestment Banker and that the actual time
and commitment required of the Investment Banker and its professionals to
perform its services hereunder may vary substantially from week to week or
month to month, creating “peak load” issues for the fim.

During the pendency of the Chapter 11 case, the Investment Banker shail file
interim and final applications for allowance of its fees and expenses pursuant (o
section 330 and 331 of the Bankruptcy Code, the applicable Federal Rules of
Bankruptcy Procedure, and the local rules and order of the Court.

The Committee shall prompily apply to the Bankruptcy Court for the approval
pursuant to section 1103 of the Bankruptey Code of this Agreement and the

&
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Investment Banker's retention by the Committee under the terms of this
Agreement and subject to the standard of review provided in section 330 of the
Bankruptey Code. The Invesiment Banker shall have no obligation to provide any
services under this Agreement unjess the Investment Banker's retention under the
terms of this Agreement is approved and the retention order is acceptable to the
Investment Banker in all respects. The Investment Banker acknowledges that in
the event that the Bankruptcy Court approves its retention by the Committce, the
Investment Banker's fees and expenses shall be subject to the jurisdiction and
approval of the Bankruptcy Court under section 330 of the Bankruptey Code and
any applicable fee and expense guideline orders. The Company shall pay all fees
and expenses of the Investment Banker hereunder as promptly as practicable in
accordance with the terms hercof. '

Choice of Law; Jurisdiction. This agreement shall be deemed to be made in New
York. This agreement and all controversies arising from or relating to
performance of this agreement shatl be governed by, and construed and enforced
in accordance with, the laws of the State of New York without giving effect to
such state's rules concerning conflicts of laws that might provide for any other
choice of law. The Committee and the Company hereby irrevocably consent to
personal jurisdiction in the bankruptcy court with jurisdiction over the Company’s
bankruptey cases {the “Bankruptey Court”), and, to the extent the Bankruptcy
Court does not exercise junisdiction over such claim, to the courts of the State of
New York located in the City and County of New York or in the United States
District Court for the Southern District of New York, for the purpeses of any suit,
action or other proceeding arising out of this agreement or any of the agreements
or transactions contemplated hereby, which is brought by or against the
Committee and/or the Company, hereby waive any objection to venue with
respeet thereto, and hereby agree that all claims in respect of any such suit, action
or proceeding shall be heard and determined in such courts, and that such courts
shall have exclusive jurisdiction over any claims arising out of or relating to such

‘agreements or transactions. The Company hereby irrevocably consents to the

service of process of any of the aforementioned courts in any such suit, action or
proceeding by the mailing of copies Lhereof by registered or centified mail,
postage prepaid, to the Company at its address set forth above, such service 10
become effective ten (10) days after such mailing. ANY RIGHT TO TRIAL BY
JURY WITH RESPECT TO ANY CLAIM OR ACTION ARISING OUT OF
THIS AGREEMENT OR CONDUCT IN CONNECTION WITH THE
INVESTMENT BANKER'S ENGAGEMENT IS HEREBY WAIVED.
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Successors and Assigns. This Agreement shail be binding upon the Investment
Ranker, the Commitiee and the Company and thelr respective successors and
assigns (including, in the case of the Company, any successor to all or a
substantial portion of the assets and/or the businesses or operations of the
Company under a2 Plan). This agreement is not intended to confer any rights upon
any shareholder, creditor, owner or partner of the Company, or any other person
or entity not a party hereto other than the Indemnified Persons referenced in the
Indemnification Provisions contained herein and the Covered Persons referenced
above.

Purchases and Sales of Securities. 1t is understood and agreed that the Investment
Banker and its affiliates may from time to time, make a market in, have a long or
short position in, buy and sell or otherwisc effect fransactions for customer
accounts and for their own accounts in the securities and/or liabilities of the
Company and other entities which are or may be the subject of the engagement
contemplated by this agreement.

Entire Agreement.  This Apgreement embodies the entire agreement and
understanding of the parties hereto and supersedes any and all prior agreements,
arrangements and understandings relating to the matters provided for herein. No
alteration, waiver, amendment, change or supplement hereto shall be binding or
effective unlcss the same is set forth in writing signed by a duly authorized
representative of each party.

Authority. Each party hereto represents and warrants that it has all requisite
power and authority to enter into this agreement and the transactions
contemplated hereby. Fach party hereto further represents and warrants that this
agreement has been duly and validly authorized by all necessary corporate or
other action on the part of the Committee and the Company and has been duly
executed and delivered by the Committee and the Company and constitutes a
legal, valid and binding agreement of the Commitice and the Company,
enforceable in accordance with its terms; provided, however, that the Investment
Banker hereby acknowledges that its retention shall be subject to pror -
Bankruptcy Court approval.

Counterparts. For the convenience of the partics, any number of counterparts of
this Agreement may be exceuted by the parties hereto. Each such counterpart
shall, and shall be deemed to, be an original instrument, but all such counterparts
taken together shall constituie one and the same agreement.
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XV1l. Attomey's Fees. If any party 1o this Agreement brings an action directly or
indirectly based upon this agreement or the matters contemplated hereby against
another party, the prevailing party shall be entitled to recover, in addition to any
other amounts, its reasonable costs and expenses in connection with such
proceedings, including, but not limited to, reasonable artorney's fees and court

costs, from such other party.
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We are pleascd to accept this engapement and look forward to working with the
Committee and the Company. Please confirm that the foregoing is in accordance with
. your understanding by signing and rcturning to us the enclosed duplicate of this letter,
which shall thereupon constitute a binding agreement between the Investment Banker and
the Committee and the Company, subject to approval of the Bankruptcy Court.

Very truly yvours,

LAZARD FRERES & CO. LLC

By:

Name: Enc S. Hanson
Title: Managing Director

Accepted and Agreed to:
WACHTELL, LIPTON, ROSEN & KATZ,
On behalf of the Official Committee of Unsecored Creditors

By:

Name: Chaim Fortgang, Esq.
Title: Pariner

COMDISCO, INC.

By:

Name:
Title:

10
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Exhibit A

The chart below sets forth the Incentive Fee that will be eamed by Lazard. Lazard's
Incentive Fee shall be based on the amount of the Recovery as a percentage of the Total
Claim, and shall be equal 1o the sum of the applicable incremental amounts set forth

below.
Recovery (sxbxe) Incremental Lazard  Cumulative Lazard
of Unsecured Creditors Incentive Fee Incentive Fee
86% - 91% 18725k $725k
91% - 94% 870k 1,595k
94% - 26% 1,160k 2,755k
96% — 98%% 1,450k 4,205k
98% — 99% 795k 5,000k
29% and Above Ok 5,000k

For purposcs of calculating Lazard's Incentive Fee:
(a) "Recovery” shall be equal o the value of all cash distributed or {o be distmibuted to all

unszcured creditors, plus the value of any securities distributed or to be distributed to all
upserured creditors, which securities shall be valued af the average of the closing bid and asked
price as quoted on Bloomberg (or Salomon Smith Barney's trading desk, if such securities arc not
moted on Bloomberg) for the 20 business days following the date on which Comdisco exits
Chapter 11. Such recovery will be measured as the average recovery to all unsecured creditors
net of alt administrative expenses.

(b) If there are subszquent recoveries to creditors from fraudukent conveyance or preference
actions, Lazard's Incentive Fee will be recalculated and any incremental amount distributed to
creditors will be made net of payment 1o Lazard of its incremental Incentive Fee,

() For recovery amounts in between those specificd above, the Lazard Incentive Fee will be
determincd by interpolating in between the amounts specified above. For example, if the
Recovery is $5.2 billion, and if that Recovery is 95% of the Total Claim, Lazard's Incentive Fes
shall be $2.175 million, which is equal to the sum of $725,000 phus §870,000 plus $580,000 (i.«.
one-half of $1.16 million). :

it
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Asof July 27, 2001

Comdisco, Tne.
6111 Mornh River Road
Rosemont, 1L 60018

[Dear Sis:

In connection with our engagement {o advise and assist you with the matiers set
forth in the engagement letter of even date herewith, you and we are entering into this
letter agreement. [t is understood and agreed that in the event that Lazard Fréres & Co.
L1.C or any of our members, employees, agents, affiliates or controlling persons, if any
(each of the foregoing, including Lazard Fréres & Co. 1LC, being an "Indemmnified
Person”) become involved in any capacity in any action, claim, proceeding or
jnvestigation brought or threatened by or against any person, including your stockholders,
rclaled 1o, arising out of or in connection with our engagement, you will promptly
reimburse each such Indemnified Person for its legal and other expenses (including the
cost of any investigation and preparation} as and when they are incurred in connection
therewith. You will indemnify and hold harmless each Indemnified Person from and
against any losses, claims, damages, liabilities or expense to which any Indemnified
Person may become subject under any applicable federal or siate law, or otherwise,
related to, arising out of or in connection with our engagement, whether or not any
pending or threatened action, claim, proceeding or investigation giving rise to such
losses, claims, damages, liabilities or expense is initiated or brought by or on your behalf’
and whether or not in connection with any action, proceeding or investigation in which.
you or such Indemnified Persons are a party, except 10 the extent that any such loss,
claim, damage, liability or expense is found by a court of competent jurisdiction in a
judgment which has become final in that it is no longer subject to appeal or review to
have resulted primarily from such Indemnified Person's bad faith or gross negligence.
You also agree that no Indemnified Person shall have any liability (whether direct or
indirect, in contract or tort or otherwise) to you or your security holders or creditors
related to, arising out of or in connection with our cngagement cxcept to the extent that
any loss, claim, damage or liability is found by a court of competent jurisdiction in 2
judgment which has become final in that it is no longer subject to appeal or review to
havc resulted primarily from
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such Indemnified Person's bad faith or gross negligence. 1f multiple claims are brought
against us in an arbitration related to, arising out of or in connection with our
engagcment, with respect to at least one of which such claims indemnification is
permitted under applicable law, you agree that any arbitration award shall be conclusively
deemed to be based on claims as to which indemnification is permitted and provided for
hereunder, excepl to the extent the arbitration award expressly states that the award, or
any portion thereof, is based solely on a claim as to which indemnification is not
available,

If for any teason the foregoing indemnification is held unenforceable, then you
shall contbute to the loss, claim, damage, liability or expense for which such
indemnification is held unenforceable in such proportion as is appropriate fo reflect the
relative benefits received, or sought o be received, by you and your stockholders on the
one hand and the party entitled to contribution on the other hand in the matters
contemplated by our engagement as well as the relative fault of yourselves and such party
with respect to such loss, claim, damage, Lability or expense and any other relevant
equitable considerations. You agree that for the purposes hereof the relative benefits
received, or sought 10 be received, by you and your stockholders and ourselves shall be
deemed to be in the same proportion as (i) the total value paid or proposed to be paid or
received by you or your stockholders, as the case may be, pursuant to the transaction
(whether or not consummated) for which we have been engaged to perform investment
banking services bears to (ii) the fees paid or proposed to be paid to us in connection with
such engagement; provided, however, that, to the extent permiited by applicable law, in
no event shall we or any other Indemnified Person be required to contribute an aggregate
amount in excess of the aggregate fees actually paid to us for such investment banking
services. Your reimbursement, indemnity and contribution obligations under this letter
shall be in addition to any liability which you may otherwise have, shall not be limijted by
any rights we or any other Indemmified Person may otherwise have and shall be binding
upon and inure to the benefit of any successors, assigns, heirs and personal
representatives of yourselves, ourselves, and any other Indemnified Persons.

You agree that, without our prior written consent (Which will not be unreasonably
withheld), you will not settle, compromise or consent to the entry of any judgment in any
pending or threatened claim, action, or proceeding or investigation in respect of which
indemnnification or contribution could be sought hercunder (whether or not we or any
other Indemnified Persons are an actual or potential party to such claim, action or
proceeding or investigation), unless such settfement, compromise or consent includes an
unconditional release of each Indemnified Person from all liability arising out of such
claim, action or proceeding or investigation. No waiver, amendment or other
modification of this agreement shall be effective unless in writing and signed by each
party to be bound thereby. This agreement and any claim related directly or indirectly to
this agrcement (including any claim conceming advice provided pursvant 1o this
apreement) shall be governed and construed in accordance with the laws of the State of
New York (without giving regard to the conflicts of Jaw provisions thereof). No such

claim shall be commenced, prosecuted or contipued in amy forum other than the
7
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Bankruptcy Court, and, to the extent the Bankruptcy Court does not exercise jurisdiction
over such claim, in the courts of the State of New York located in the City and County of
New York or in the United States Distnct Court for the Southern District of New York,
and cach of us hereby submits to the junsdiction of such courts. You hereby waive on
behalf of yourself and your successors and assigns any and all right to argue that the
choice of forum provision is or has become unreasonable in any Jegal
proceeding. We and you {on your own behalf and, to the extent permitted by applicable
law, on behalf of your stockholders and creditors) waive all right to tral by jury in any
action, proceeding or counterclaim (whether based wpon contract, tort or otherwise)
related to or arising out of or in connection with our engagement. This agreement shall
remain in effect indefinitely, notwithstanding any tfermination or expiration of our

engagement.
Very truly yours,
LAZARD FRERES & CO. LLC
By
Enc 8. Hanson
Managing Director
COMDISCO, INC.
By:
Name:
Title:
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IN THE UNITED STATES BANKRUPTCY COQURT
FOR THE NORHTERN DISTRICT OF ILLINOIS
EASTERN DIVISION

: Case Mo,  01-24795
COMDISCO INC., : {Jointly Administered}
et. al. : Chapter 11

Debtors. ;
: Hon. Ronald Barliant

AFFIDAVIT AND STATEMENT OF ERIC 5. HANSON IN SUPPORT OF
APPLICATION FOR ORDER AUTHORIZING THE EMPLOYMENT AND
RETENTION OF LAZARD FRERES & CO. LLC AS INVESTMENT BANKER
TO OFFICIAL COMMITTEE OF UNSECURED CREDITORS

STATE OF NEW YORK )
} 53,7
COUNTY OF NEW YORK )

Enc 8. TTanson, being first duly swormn to oath, deposes and says:

1. 1 am a Managing Director at Lazard Fréres & Co. LLC (*Lazard™),
an investment bank with principal offices Jocated at 30 Rockefeller Plaza, New York,
New York 10020, and am authorized to execute this affidavit on behalf of Lazard. This
affidavit is submitted in support of the Application for Order Approving Retention of
1.azard Fréres & Co. LLC as Investment Banker for Official Committee of Unsecured
Creditors (the “Committee™), pursuant to the terms and conditions set forth in the
engagement letter dated as of July 27, 2001 and the related indemnification agreement of
the given date therewith {collectively the “Lazard Agreement™), a copy of which is
attached hereto as Exhibit A to the Application. Unless otherwisc stated in this affidavit,

i havc personal knowledge of the facts set forth herein. To the extent that any
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information disclosed herein requires amendment or modification upon Lazard’s
completion of further analysis or as additionat creditor information becomes available to
it, a supplernental affidavit will be submitted to the Court reflecting the same.

2, Lazard is an investrent banking firm focused on providing
financial advice and transaction execution on behalf of its clients. Lazard’s broad range
of corporate advisory services include services relating 1o the following: general
hnancial advice; domestic and cross-border mergers and acquisitions; divestitures;
privatizations; special committee assignments; takeover defenses; corporate
restructurings; and strategic partnerships/joint ventures. In addition, Lazard maintains 2
presence in the capital markets and has a significant asset management business. Lazard
is registered as a broker-dealer and investment adviser with the Uniled States Securities
and Exchange Commssion and is a member of the New York, American and Chicago
Stock Exchanges, the National Association of Securities Dealers and the SIPC.

3. Lazard is well qualified to serve as investment banker to the
Committee in these cases. Lazard has considerable experience in assisting troubled
companies and the credilors thereof with analyzing financial situations and developing
and implementing an appropriate plan to carry out a financial restructuring.

3. The current managing directors, directors, vice presidents and
associates of Lazard have extensive experience working with financially troubled
companies in complex financial restructurings out-of-court and in Chapter 11
proceedings. Fazard and its principals have been involved as advisor to debtor, creditor

and equity constituencies and government agencies in many reorganization cases. Since
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1990, Lazard's professionals have been involved in over 100 restructurings, representing
over $150 billion in debtor assets.

5. In connection with its proposed reicntion by the Committee in
these cases, Lazard undertook to determine whether it had any conflicts or other
relationships that might canse it not to be disinterested or to hold or represent an interest
adverse to the Committee. Lazard has researched its client files and records to determine
its connections with the Debtors, ereditors, any other party in interest, and their respective
aftorneys and accountants.

6. To the extent that T have been able to ascertain that Lazard hag
been retained to represent any of the Debtors' creditors, shareholders or other parties-in-
nterest in matters unrelated to these cases, such parties are listed on Schedule 1 annexed
hercto. Lazard's representation of each entity listed on Schedule 1 is only on matters
that are totally unrclated to the Debtors or these cases. Other than as listed on Schedule
1, | am unaware of any relationships that Lazard has had with the Debtors' creditors,
sharcholders or other parties-in-interest herein, Given the size of the Firm and the
breadth of Lazard's client base, however, it is possible that other principals or émp]uyccs
of Lazard may have been retained by one or more of the Debtors’ creditors, shareholders
or other parties-in-interest in unrelated matters without my knowledge. To the exient that
Lazard discovers any such additional relationships, it will supplement this disclosure to |
the Court promptly.

7. Based vpon the above review and to the best of my knowledge,
Lazard has not been retained to assist any entity or person other than the Committee on

matters relating to, or in connection with, these Chapter 11 cases. If this Court approves
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the proposed employment of Lazard by the Commitiee, Lazard will not accept any
engagement or perform any service for any entity or person other than the Committee in
these cases. Lazard will, however, continue to provide professional services fo entities or
persons that may be creditors or shareholders of the Debtors, or parties-in-interest in
these Chapier 11 cases, provided, however, that such services do not relate to, or have
any direct connection with, these Chapter 11 cases.

3. As part of its regular business operations as a securities brokerage
firm, Lazard trades securitics on behalf of and/or acts as a broker or investment advisor
for some or all of the Debtors' significant noteholders, and may also trade securities on
behalf of and/or act as a broker for other creditors, equity holders and other parties-in-
interest as well.

9. Specifically, through its asset management arm, Lazard Assct
Management (“LAM), Iazard may act as broker or investment advisor for or trade
securibies (including in discretionary client accounts, and through LAM’s operation of
hedge funds and mutual funds, in which cases investment decisions are made by LAM),
including on behalf of creditors, equity holders or other parties-in-interest in these cases.
some of these LAM accounts and funds may now or in the fiture hold debt or equity
securities of the Debtors or creditors in the#e cases. Lazard has in place compliance
procedures to ensure that no confidential or non-public information conceming the
Debtors or creditors has been or will be available to employees of Lazard with
responsibility for trading securities in LAM accounts or funds. LAM is op&ated asa

separate and distinet business unit within the Firm, which is separated from the Firm’s
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other businesses, including its financial advisory services group and its managing
directors and employees advising the Committee, by an ethical wall.

10.  Similarly, Lazard operates a Capital Markets business, which js
run as a separate department within the Fimm and is ethically walled off from the Firm's
investrnent banking businesses, including its financial advisory services group and its
managing directors and employees advising the Committee. Capital Markets regularly
engages in trading of debt and equity securities for both clients and the Firm’s own

- account. However, as a result of this engagement, the Debtors have been placed on the
Firm’s “Restricted List”. Proprietary trading by Lazard and its managing directors and
employees, and publication of research reports and recommendations or solicitations by
Lazard to buy or sell, are prohibited with respect to companies placed on the Restricted
List, including the Debtors. Placement on the Restricted List does not, however, prohibit
Lazard from executing unsolicited agency orders and liquidating trades in a company’s
securities, including the Debiors.

1. Other than as disclosed herein, to the best of my knowledge and
belief, neither 1 nor Lazard holds or represents-any interest adverse to the Committce or
Debtors and Lazard will not represent any other entity in connection with these chapter
11 cases, except that [.azard has provided services, and may conlinue to provide services,
1o certain of the Debtors’ creditors or other parties—in—intemst in matters wholly unrelated
to these cases. However, Lazard will not represent the interests of any of its other clients
in these chapter 11 cases.

12, Given the size of Comdisco and its creditors and investors, Lazard

believes it is unlikely that any major investment banking firm with the expertise



Case 01-24795 Dqc 2894-1 Filed 08/30/02 Entere /03/02 00:00:00 Desc
5 Pleading Page 47 of 69

necessary for these cases could be found that does not have relationships with some of
Comdisco’s creditors or shareholders in unrelated matters.

13.  Based on the information avatlabie to me, I believe that Lazard is a
“disinterested person™ within the meaning of section 101(14) of the Bankruptcy Code, as
modified by section 1107(b) of the Bankruptcy Code, and as required by section 327(a)
of the Bankruptcy Code, and holds no interest adverse to the Commitice in the matters for
which Lazard is to be employed.

14. 1 am not related or connected to and, to the best of my knowledge,
no other professional of Lazard is related or connected to any United States Bankrupicy

Judge in this District.
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Pursuant to 28 [J.5.C. § 1746, ] declare umder penalty of perjury that the

foregoing is true and correct,

Swom to and § ibed
before me this _{ }-"duy

of October, 2001
Notary Public v
- _;L_:.-Mﬁ.‘gﬁﬁhsiﬂn Eapires: ?h# - TN
o . Jjﬂ‘r—é‘- ) :;;
S "
: ", ¥
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(a)

(b)

(c)

{d)

(e)

0]

Schedule 1

(Chase Manhattan Bank is one of the principal lenders on Lazard's
%350 million subordinaled credit facility. Lazard dees not believe
that this relationship creates a conflict of interest regarding the
Debtors or these chapter 11 cases,

Citibank is one of the principal lenders on Lazard’s $350 million
subordinated eredit facility. Lazard does not believe that this
relationship creates a conflict of interest regarding the Debtors or
these chapter 11 cases.

I.azard has been and is represented by Wachtell, Lipton, Rosen &
Katz on matters unrelated to these chapter 11 cases. Wachtell,
Lipton, Rosen & Katz is an ordinary course professional to the
Debtors. Lazard does not believe that its relationship to Wachtell,
Lipton, Rosen & Katz creates a conflict of interest regarding the
Debtors or these chapter 1| cases.

Lazard has been represented by Skadden, Arps, Slate, Meagher &
Flom LLP ("Skadden™) during the past three years on matters
unrelated to these chapter 11 cases. Skadden is counse! to the
Debtors. Lazard does not believe that its relationship to Skadden
creates a conflict of interest regarding the Debtors or these chapter
11 cases.

Iazard has represented GE Capital Corporation on a variety of
matiers in the past. Lazard is currently representing GE
Corporation on an unrelated matter. In the past, Lazard has acted
as investment banker for GE on its purchase of CompuNet in 1996,
Ameridata Technology in 1996, TIP Europe (UK)in 1999, and a
real eslale business in the UK in 2000, Lazard has also represented
GE in its sale of GE Capital Consulting to Metamor Worldwide in
1999, Lazard does not believe that this relationship creates a
conflict of interest regarding the Debtors or these Chapter 11 cases.
Our relfationship with General Electric does not constitute a
significant portion of our revenues. A subsidiary of General
Electric is a potential bidder for some of the assets of the Debtor.
Lazard does not believe that its relatonship to General Electric
creates a conflict of interest regarding the Debtors or these chapter
11 cases. '

Lazard has had and continucs to have a relationship with IBM.
Our relationship with IBM does not constitute a significant portion
of our revenues. 1BM is a potential bidder for some of the assets
of the Debtor, Lazard does not believe that its relationship to
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{g)

(h)

IBM creates a conflict of interest regarding the Debtors or these
chapter 11 cases.

Anhur Andersen was the auditor of Lazard through March 2000.
Arthur Andersen is one of the Debtors financial advisors. Lazard
does not believe that its former relationship with Arthur Andersen
creates a condlict of interest reparding the Debtors or these chapter
11 cases.

Lazard has in the past worked with, continues to work with, and
has mutual clients with certain law firms and accounting firms who
represent parties-in-intercst in these cases. None of those
engagements of relationships relate to these cases. Those
engagements of relationships are not material to the financial
condition of Lazard.
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EXHIBIT B

Retention Order
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IN THE UNITED STATES PANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TLLINCIS

Case 01-24795 D‘2894-1 Filed 08/30/02 Enter_e@OS’/GQ 00¥00:.B0v «Pesc

FASTERN DIVISION

In re: ) Case MNo. GL-24793
)

COMDISCO, INC. ) {Jointly Administered)

et al, ) Chaprer 1!
}

Debtors. ) Hon. Ronald Barliant

b} Hearing Date:  November 15, 2001
) 19:30 a.m.

ORDER AUTHORIZING EMPLOYMENT AND
'RETENTION OF LAZARD FRERES & CO. LLC AS
INVESTMENT BANKER TO THE OFFICIAL
COMMITTEE OF UNSECURED CREDITORS

Upon the spplication (d'n; »Application”) of Comdisco, Inc. ("Comdisco”) and
fifty of its domestic snbeidiarics, debtors and debtors-in-possession in the above-
captioned cases (collectively, the *Debtors™), for un order pursgant fo 11 Usc §iny
and Fed. R. Bankr. P. 2014 and 5002 authosizing the employment and retention of Lazard
Frires & Co. LLC (“Lazard") as Investment Banker 10 the official committes of
unsecured creditors (the "Creditors™) mme pro tunc to the engagement letter and related
indemnification agrecment, sach dated Faly 29, 2001 snd attached as Exhibit B o the
Application (together, the "Leticr Agreement™) and upon the Affidavit of Esi¢ Hanson, 2
Managing Dim:.:lor at Laznrd: and the Cowt being satisfied that Lazard is *dismteresied”
amd reptesents no interest adverse to any of the Debtor’s estates with respect 1o the
matters upon which it is to bﬂmpbyedtndthcunphymcmmd retention of Lazard
upon the terms contained in the Agrecment, is necessary and in the best interest of the
estates, their creditors, and other parties-in-interest; and it figther appearing that proper

aﬁdadnqmmimhvhgbungjmmddmmndmorﬁnﬂwwﬁmismm
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and upon the recond bevein; and afier due deliberarion thereon; and good and sufficiemt
cause appearing therefore,
1T 15 HEREBY ORLERED, ADJUDCED, AND DECREED THAT:

I The Application is granted.

2 Pursuant to section 327 of the Bankruptcy Code and Rules 2014 and
5002 of the Federal Rules of Bankruptcy Procodure, the Creditors are hereby authorized
1o employ and retain Lazard pursuant to the terms of the Letter Agreement, as the
Investment Banker 1o the official committee of unsecured creditors.

3. Lazard shail be compensated in accordance with {a) the procedures set
forth in sections 330 and 331 of the Bankrupicy Code and such Banloupwey Rules oy may
then be applicable, (b) such procedures as may be fized by order of this Cour, and () the
terms of the Letter Agreement; provided, bowever, since Lazard will be compensated
solely on a fixed monthiy fee basis and transaction fes basis, Lazard will aot be required
1o maintain or provide detiled time records in connection with its fee application,

4, During the pendency of this Chapter 11 proceeding, sl requests of
Lazard for payment of indemnity pursuant to the Lazand Agreement shall be made by
means of an application (intexim or final a3 the case may be) and shall be subject 1o
review by the Court 1o ensure that payment of such inderanity conforms to the termrs of
the Lazard Agreement end this Order, provided, however, that in no event shall Lazard be
indemnified if a court detormimes by fimal order that such claim arose ot of Lazand's own
bad-faith, intentiona) breach of Rduciary daty (if any sech duty exists), gross negligence
or willfal misconduct

5. In po event shail Lazard be indemnified if the Debtor or & representative
of the estate asterts a claim, to the extent that a court determines by final order that such
claiin arose cut of, Lazard's own bad-faith, intentional bmnch of F)duciuy duty (if any

such dury exists), grosa negligence or willful misconduct.

CHoLY 11350181
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6. In the event that during the pendency of this Chapicr 11 proceeding

Lazard seeks reimbursement for attorneyy' fecs from the Debtors pursuant to the Letter
Agreement, the invoices and supporting time records flom such attorneys shall be
inchided m Lazard's own applications (both interim and final) and such invoices and time
records shall be subject to the United States Trustee's guidelines for compensation and
reimbursement for expenses and the approval of the Bankrupiey Court under the
standards of §§ 330 and 331 of the Bankruptcy Code without regard to whether such

atiorney has been retained wnder § 327 of the Bankruptey Code and without regard to

whethes such attorneys’ services satisfy Section 330(a)3XC) of the Bankruptey Code.
Pated:  Chicago, 1Hinois
October __, 2001 :

/UNITED STATES BANKRUPTCY JUDGE

24 JAN 2002

GO 1211501K1
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EXHIBIT C

Interim Fee Order
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION
Inre; } Case No. (01-24795
COMDISCO, INC. } (Jointly Administered)
et al, } Chapter 11
Debtors. ; Hon. Ronald Barliant

ADMINISTRATIVE ORDER PURSUANT TO 11 1.5.C. §§ 105(a) AND 331
ESTABLISHING PROCEDURES FOR INTERIM COMPENSATION AND

REIMBURSEMENT OF EXPENSES OF PROFESSIONALS

Upcm the motion (the "Motion™)', of Comdisco, Inc. ("Comdisco™)
and certain of its subsidiaries and affiliates (the "Affiliate Debtors™), deblors and
debtors-in-possession in the above captioned cases (collectively, the "Debtors™), for
an order under 11 U.5.C. §§ 105(a) and 331 establishing procedures for imenm
compensation and reimbursement of expenses of professionals specifically retained
by order of this Court; and upon the Affidavit of Norman P. Blake, Jr., in Support of
Chapter 11 Petitions and First Day Orders; and this Court having determined that
granting the relief requested in this Motion is in the best interests of the Debtors,

their estates, and creditors; and it appearing that proper and adequate nolice has been

! Capitalized terms used but not defined herein shall have the meanings
ascribed to such terms in the Motion related hereto.
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given and that ne other or further notice is necessary; and upon the record herein; and
after due deliberation thereon; and good and sufficient cause appeanng therefor,

IT 1S HERERY ORDERED, ADJUDGED, AND DECREED THAT:

1. The Metien is granted.

2. Except as may otherwise be provided in Court orders authorizing the
retention of specific professionals, al] professionals in these cases may seek interim
compensation in accordance with the following procedure:

a On or before the last day of each month following the month
for which compensation is sought (the "Monthly Statement Date™), each professional
will submit 3 monthly statement to: (i) the Debtors at Comdisco, Inc., 6111 North
River Road, Rosemont, Illinois, 60018 (Atin: Robert Lackey); (i) counsel to the
Debtors, Skadden, Arps, Slate, Meagher & Flom (Illinois), 333 West Wacker Drive,
Suite 2100, Chicago, Blinois 60606 (Atin: John Wm. Butler, Ir.); (jit) counsel 1o the
Debtors' postpetition lenders, Jones, Day, Reavis & Pogue, 77 West Wacker,
Chicago, Ilinois 60601 (Artn: Richard A, Chesley); (iv) counsel to any official
committee appointed in theét: cases; and (v) the United States Trustee, 227 West
Monroe Street, Suite 3350, Chicago, Nlinois 60606. Each such person receiving

. such a statement will have twenty (20) days after the Monthly Statement Date to

review the statement.
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b. Al the expiration of the twenty (20} day peniod, the Debtors
shal! promptly pay ninety percent (90%) of the fees and one hundred percent (100%)
of the disbursements identified in each monthly statement, except such fees or
disbursements as to which an objection has been served as provided in paragraph
(c) below. Any professional who fails to submit a monthly statement shall be
ineligible to receive further payment of fees and expenses as provided herein until
such time as the monthly statement is submitted. The first statements shall be
submitted and served by each of the professionals by August 31, 2001 and shail
cover the period from the commencement of this case through July 31, 2001;

C. In the event that any of the Debtors, the United States Trustez,
the Debtors' postpetition ienders or the Committee has an objection to the compensa-
tion or reimbursement sought in a particular statement, such party shall, within
twenty (20) days of the Monthly Statement Date, serve upon the respective profes-
sional and the other person3 designated to receive monﬁly statemenis, a written
"Notice of Objection fo Fee Statement” seiting forth (he precise nature of the
objection and the arnount at issue. Thereafter, the objecting party and the Profes-
sional whose statement is objected to shall attempt to reach an agreement regarding
the correct payment to be made. [f the parties are unable to reach an agreement on
the objection within twenty (20) days after receipt of such objection, the objecting
party may file its objection with the Court and serve such objection on the respective

3
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professional and the other parties designated to receive monthly statements parties
listed above and the Court shall consider and dispose of the objection at the next
interim fee application hearing. The Debtors will be required lo pay promptly those
fees and disbursements Lhat are not the subject of a Notice of Objection to Fes
Statement.

d. Approximately every four (4) months, each of the Profession-
als shall file with the Court and serve on the parties designated to receive monthly
statements, on or before the 45th day following the last day of the compensation
period for which compensation is sought, an application for interim Court approval
and allowance, pursuant to section 331 of the Bankraptcy Code, of the compensation
and reimbursement of expenscs requested for the prior four (4) months. The first
such application shal] be filed on or before January 14, 2002 and shall cover the
pericd from the commencement of these cases through November 30, 2001, Any
professional who fails to file an application when due shall be ineligible to receive
further interim payments of fees or ¢xpenses as provided herein until such time as the
application is submitted.

e The pendency of an application or a court order for payment of
compensation or reimbursement of expenses, and the pendency of aﬁy Notice of
Objection to Fee Statement or other objection, shall not disqualify a Professional

from the future payment or compensation or reimbursement of expenses as set forth

4
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above. Neither the payment of, nor the failure to pay, in whole or in part, monthly
interim compensation and reimbursement as provided herein shall bind any
party-in-interest or this Court with respect to the allowance of applications for
compensation and reimbursement of Professionals.

f. Each member of the Committee in this case shall be permitted
to submit statements of expenses and supporting vouchers to counsel for the Com-
mittee who shall collect and submit such requests for reimbursemnent in accordance
with the foregoing procedure for monthly and interim compensation and reimburse-
ment of Professionals.

Dated: Chicago, Ilinois
July 16, 2001

2!

UNITED STATES BANKRUFTCY JUDGE

17 JUL 2004
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EXHIBIT I}

EXPENSE DETAIL. SUMMARY

Attached is an itemized detail of out-of-pocket expenses incurred for the relevant
period of this statement divided into specific categories. Lavard’s charges for expenses in this
casc are determined in the same manner as for clients in non-bankruptcy matters. Out-of-pocket
expenscs incurred by Lazard are charged to a client if the expenses are incurred in connection
with services rendered for such particular client. Lazard has followed its general intcrnal policies
with respect to out-of-pocket expenscs billed in this case as set forth below, with any exceptions

specifically cxplained.
Car Services and Taxis

With respect to local travel, Lazard’s general policy enables employees to travel
by taxi or private car service to and from meetings while rendering services to a client on a clicnt
related matter, for which the client is charged. This policy is based on Lazard’s determination
that travel by taxi or private car service is the most efficient usc of a professional’s time. Lazard
employees are not permitted 10 charge commutation cxpenses to a client unless the cmployee is

traveling after 8:00 p.m. or on a weekend.
Couriers/Shipping

Messengers and couricrs (including Federal Express and UPS) are used by Lazard to
deliver hard copy documents relating to the client matter that require receipt on an expedited
hasis; otherwise, Lazard uses the regular postal system. Any charges for either messengers or

couriers are billed to a client at cost,
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Electronic Information Service

Lazard utilizes various news and historical data services for research related to the chient

matter. All charges for such services are illed to the client at cost.
Employee Meals and Meals-Subsistence

Luzard’s general policy permits cmployees Lo bill dinner meals to a client if the employee
is required to render services during such mealtime to the client duc to extreme lime constraints.
Lazard employecs are permitted Lo order dinner (“Employee Meals™) in the office (for no bill
more than $20.00 per person) if the Lazard employee is required to work after 8:00 pm. or on
weekends. Lazard employees are also permitted to bill clients for meals while traveling on

behalf of clients and their related matters (“Meals-Subsistence™).
Photocopying Costs and Printing Consumables

Lazard’s ability to produce color charts, large volumes of reports and certain types of
presentation slides is limiled by space and mechanical constraints. Photocopying performed
internally by Lazard is charged at a rate of $0.10 per page for black and white copies and $.45
per page for color copies (“Photocopying Costs™). Other rates apply when production services
are utilized to create other documents ie. the cost associated with the binding various
presentation books including tabs, covers, etc. OQutside production companics are used for
projects that cannot be handled by Lazard’s in-house production capabilities. Any charges for

outside production are billed to a chient at cost (“Printing Consumables™).
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Telephone/Telex/Fax Usage

Lazard employees are permitted to use cellular iclephones while they are traveling on an
as required basis when public telephones arc unavailable. Other charges itemized consist of
phone cards and air or rail phone. Fusther, if an employce incurs charges for cxternal Fax or
Telex usage while traveling on a required basis, these charges will be billed to the client at cost.
Lazard does not bill clients for telephone charges while at the office. Lazard absorbs these

charges in overhead.
Travel

Lazard’s employees are requested to make lodging reservations through the firm’s travel
department that has preferred hotel rates in most major U.S. citics. Additionally, Tazard has
discounted rates with several major airlines and auto rental companies that are preferred carriers
when making travel reservations. Further, Lazard does not bill its clients i bankroptcy first

class airfares; all amounts billed are for the coach fares only.
Temporary Wages/Word Processing

Lazard utilizes temporary employment services to help staff the Word Processing and
Graphics department over the weekends and/or after normal business hours or when full-ime
staff is unavailable or camnot efficiently complete the projects in demand (presentations,

memorandums, ete.) due to various line constraints.
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EXHIBITE

LAZARD FRERES & CO. LLC PROJECT TEAM
Official Committee of Unsecured Creditors of Comdisco, Inc.

ERIC S. HANSON, Managing Director

Erc Hanson is a Managing Director in Lazard’s Financial Institutions Group. He has spent
seventcen years in Lazard’s New York office, specializing in advising fmance companics,

leasing companies and comumercial banks.

Mr. Hanson has exlensive experience advising financial institutions on matters relating to
mergers and acquisitions, corporate finance and restructuring.  Advisory assignments include
mergers, acquisitions and divestitures for GE Capital, IBM Corporation, Heller Financial, GATX
Corporation, the Pritzker Family, Willis Leasc Finance Corporation, El Camino Resources, and
Elcctro Rent Corporation; lease and residual portfolio divestitures for United Technologies, GE
Capital and various banks; the recapitalization of Air France, advisory to The Creditors
Commitiee on the investment by Berskhire Hathaway in the bankruptcy of FINOVA and

bankruptcy advisory on behalf of the creditors of Comdisco.

Prior to joining Lazard in 1984, Mr, Hanson worked in the financial guaranty industry pionecring
the use of guaranties in asset financings. From 1979-1981, he worked for Tiger International

arranging airhine and railroad leasc financings.

Mr. Hanson has an M.B.A. from the Kellogg Graduate School of Managerment and a B.A. from
5t. Olaf College.

FRANK (TERRY) SAVAGE, Managing Director

Frank A. (Terry) Savage is a Managing Director and Co-Head of Lazard’s Restructuring Group.
Previously, Mr. Savage served as Co-Head of the Restructuring Practice at BT Alex. Brown, and

prior to that, was the Head of the Restructuring Group at Warburg Dillon Read.
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Bcfore joining Warburg Dillon Read, Mr. Savage spent a number of years managing troubled

companies and gaining “hands-on” management experience. Hired as CEO of Alert Holdings,

Inc_, he completed a complex restructuring of multiple entitics through Chapter 11 proceedings.

He has worked on various restructuring in and out of court such as Marvel Entertainment,
Barncy’s, Lills Department Stores, Integrated Resources, Derby Cycle, Daewoo, Iridum, and
Finova. Currently he is working on among others Exodus, UPC, Armstrong World Industries,

Safety-Kleen, and Washington Group International.

Mr. Savage has scrved on numerous boards including Alliance Entertainment, Interlogic Trace

and Learjet.

Mr. Savage served as an infantry officer in the United States Marine Corps, including a tour of
duty in the Republic of South Vietnam. He is a graduate of the University of Pennsylvania’s

Wharton School of Business.

DANIEL ARONSON, Director

Mr. Aronson is a Director in the Restructuring Group. Prior to joining Lazard in 2000, Mr.
Aronson was an Associate Director with Peter J. Solomon’s Restructuring practice in New York.
He joined Peter J. Solomon Company in 1999 from Emst & Young where he was a Partner in the
Restructuring practice in Chicago. Pror to his tenure with E&Y in Chicago, Mr. Aronson was
with E&Y’s Restructuring practice in New York. Mr. Aronson began his carccr in 1988 with
Emst & Young Entrepreneurial Services Group in New York, providing his clients with audit,

tax and systcms consulting.

Mr. Aronson has been involved in a broad range of financial advisory assignments including:
Acromexico/Mexicana Airlincs, American Rice, Armstrong World Industries, Comdisco, Crown
Vantage, Edison Brothers Stores, Empress Casino, First Merchants Acceptance Corp., Halston,
Hyundai Construction & Engineering, Iowa Select Farms, Iridium, Long John Silver's

Restaurants, Kleinfeld’s, MIDCOM Communications, Olympia & York (USA), Payless
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Cashways, R. H. Macy, Stroh Brewing Company, Thorn Apple Valley, Tokheim Corp., Tru-
Serv, Willcox & Gibbs and ZiLOG. He has also advised Schlumberger Limited in their

acquisition of CellNet Data Systems.

Mr. Aronson is a Certified Public Accountant and has a B.S. in Business from Skidmore College.

DAVID SCHUSTER, Director

Mr. Schuster is a Director in the Financial Institutions Group.

David Schuster is a Director in Lazard’s Banking Group. He specializes in advising financial
institutions on mergers and acquisitions. Most recently he has focuscd on transactions involving

consumer commercial finance, asset management, and brokcrage companies.

Prior to joining Lazard in 1998, Mr. Schuster worked as an investment banker in the financial
institutions group of Bear Stearns & Co. Inc. focusing on commercial finance, consumer finance
and mortgage companies. Prior to joining Bear Stearns, Mr. Schuster served as an officer in the

United States Army.

Mr. Schuster has a B.S. in accounting from Georgetown University.

AMER BAIG, ASSOCIATE

Mr. Baig is a Associate in the Financial Institutions Group.

Amer Baig joined Lazard in London in 1995 and is an Associatc in the Financial Institutions

Group. He has been on secondment to the New York office since October 2000.

While at Lazard, Mr. Baig’s assignments have included advising clients such as Bank of Ireland
and National Australia Bank. Mr. Baig has been involved in a broad range of M&A assignments

including: the sale of Alliant Partners to Silicon Valley Bank; the sale of Capitol Transamerica
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to Alleghany; Finova's $11 billion debt restructuring; the sale of Sorema Reinsurance by
Groupama to SCOR; the sale of the leasing businesses of E1 Camino’s European operations; the
acquisition by Bank of Ireland of Chase de Verc Investments; the sale of Schroders investment
bank to Citigroup; the acquisition of Rea Brothers by Close Brothers; and the acquisiton by

Generali Insurance of Banca della Svizzera ltaliana.

Mr. Baig has a B.A. in Economics from Durham University.

KARAN SEHGAL, Senior Financial Analyst

Ms. Sehgal is a Senior Financial Analyst in the Financial Institutions Group.

Karan Schgal joined Lazard in 2000 and is an Analyst in the Financial Institutions Group.

While at Larzard, Mr. Sehgal’s transaction cxperience includes Royal Bank of Canada’s
acquisition of Dain Rauscher Corporation; the sale of Michigan National Bank to ABN Amro;
the sale of Groupama’s rteinsurance business to SCOR; the sale of the European leasing
businesses of El Camino Limited to CHG Meridian Deutsche Leasing AG; Finova’s $11 billion
debt restructuring; the sale of Alliant Partners to Silicon Valley Bank; and GE Capital’s
acquisition of the commercial real estate and asset based lending portfolios of DaimlerChrysler

Capital Services.

Mr. Sehgal has a B.S. from Columbia University.

JOSEPH DAUENHAUER, Analyst

Joseph Dauenhauer joined Lazard in 2001 and is an Analyst in the Restructuring Group. Mr.
Dauenhauer is currently involved in several assignments, including Owcens-Corning, Exodus

Communications, and Comdisco.

Mr. Dauenhauer has a B.S. from Boston College.



